CHAPTER 5

INTERVIEWS RESULTS & ANALYSIS %\

51  Overview

Quialitative interviews were conducted to seek a aCrat the views and

perspectives of participants, based on the designed rese que ic’ﬁ\l’d discovery
L 2

xplore! the, views _&F&Tkey

% ces i.@aélaysia.
s in j@lg:nenting the
erie@interviews were

undertaken. The interviews inten make gib iﬁE\towards the need to

N
inform the problems and challa%in ﬂ/lalay tan Isl<§2 banking industry in the

context of EBF practices, fr. Meri Ive of the -é iewees.
Interviews allo%?erviev'x to | :ldir@om the problems and challenges

in implementing $F Werspe '%of the interviewee (participants),
through their experienee a 'ment:illﬁﬁhe industry. The research looks at the
supply (ban %dem d‘c 0 erb;{les within the Islamic banking setting (i.e.
Islamic% | Insfitutions). In ac?&l\tion, it aims to gather insight into strategies to

enh e participation in E@
%\ection two presents the profile of interview participants and a short
a

ground of their role in the industry. Section three provides participants

is based on semi-structured interviews. The aim i

nderstanding on EBF. Section four provides findings of the participants’ perception

on problems and challenges on equity-based financing on supply side. Section five
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presents their views on major issues on equity-based financing in terms of
side. Section six elaborates the strategies to enhance the participation in @ased

financing in both sides (demand-supply). Section seven and eight findings

and conclusion. ? '
5.2  Participants Background z

In the first part of the interview, participants ask dWrate their

experiences and knowledge in equity-based financi actices, an ow %y were
involved. Participants were identified and clas sed o t ea %Wowledge
or expertise in Islamic banking pracﬂce&aﬁon el plué\mth their job
positions in the industry. Table 5.1 1 01pan les @‘thelr background
role in the industry. There are four oups re gd ir experiences. Group
1 represented for participant hat ave 0\2@ except legal. Group 2

represented for participant nd tha’ e while group 3 represented

ea kn
for participant C an have: g}vie except RMPs. Lastly, group 4
represented for partieipant G \t.;? Il k@ dge except Shariah & Legal. Most
of them have werking'expe ore tiéf&fyears in industries.

J
(&
N§ \(J

L

~
A
"1
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Table 5.1: Participants’ Background

Experience/ Knowledge
in

Group
Participant ID
Gender
Financing
Shariah
Legal
Operational
Risk Management Practices

Position in Islamic Banki ?ﬂfing
Xperience

Education
Level

Total @ 4 I’ 7

& 143

%\-I
4

(<5}
B 726 NN NN Chief Executive Officer 22 Years Degree
2
= Assistant Manager Shariah &
E| NN NN Governance 8 Years Degree
(5]
C ‘_EU NN NN X Chief Strategy Officer 15 Years Degree
3
o
F § NN NN X Shariah Advisory Executive 5 Years Degree
LL
= Head Risk Management
[ |
4 |G L“% N X | X | NN P 17 Years Degree
]

5.3 A'ception on the Un@{anding the Equity-based Financing

\rihe three (3) most common words perception on the understanding the EBF

‘PLS contract is associated with Musharakah”, PS contract is associated with

qwarabah” and “risks-sharing”.

All the participants under group 2 who have

experience/ knowledge in financing, Shariah, legal and operational in this sample
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viewed that Musharakah is known as profit-and-loss (PLS) while Mudhar?ﬁs

known as profit-sharing (PS) contract.

“Musharakah financing is known as joint-partnership Whereﬂk

partners are associated with proportlon of profit-and-I
(PLS)... g

“Mudharabah financing is known as trustee profit- sha ( )
where the capital is financed by rabbul-mal

Participants under group 1 who have knowledge o kZana ement practice,
financing, Shariah and operational mention that:
“...equity-based financing (EBF) has uni ature s the ' b}‘r
operation based on risks- -
<
) o

On top of that, all of participa experience/

knowledge in financing, operational a@anageme tewed that:
“The method of computm%p i i '@mg from
ed ing ...

sal
Also, all participants@rou z&uxperlence/ knowledge in
financing, operational and r W gefn lctSei.é}ewed that what makes EBF is
ey J

differ from sale-based i ’ o é;‘/

“The pr' hfalr b'ecaus itish on costs of contribution

par

: S
M ile, the ya ts n&ef group 3 who have experience/ knowledge in

4
financi |ah lega nd‘%per&l‘onal strengthen their understanding on EBF that:

stice & equality, trh's spirit of Islam and distribution of wealth

E\ and income is associated with equity-based financing...
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&

igure 5.1: Mind M@'Presentation for Understanding on Equity-

based Financing by Participants’ Experience/ Knowledge
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Based on the analysis outcome from Nvivo, above figure stated the miw

presentation for understanding on EBF by participants’ experience/ kn@ To

simplify, it show that different experience tend to have differen ption on

understanding of EBF. ?

B

Table 5.2: Words and Concepts Associated wi erstandi
Equity-based Financing by Participants’ Experience/ wledge® * X~
? | &
ience/ Knowledge in = =~
P 4
\‘C ”SY
A\ N sNE .
Words and Concepts Associated with s 8 T g g :é: Group
Understanding on Equity-based Financi e
g on Equity g g\ G% g £
\ 5
N A e
Profit-and-loss Sharing (PLS) contract is N N N N N
associated with Musharakah )
Profit-Sharing (PS) contract is associated with N N N N N
Mudharabah
The method in computation of profit-and-loss N \ X N N 1
The pricing is fair (Based on contribution) \ X X \ \ p
Justice & Equality \ X X \ \
True Spirit of Islam \ \ \ \ X
Distribution of wealth & Income \ \ \ \ X 3
Risks-sharing ‘\\l \ \ \ X

S
U %ﬂdiny qu y-@s%é financing (EBF) conjures up different
mearﬁéﬁ the different{aa@j’ clpant. As seen in the interview in Appendix, they
ﬁ@ked an open-ended qu;tion of what does it mean they had of terms in equity-
%financing compared with other types of financing (sale-based). As the
cheption on the understanding the EBF may conjure up more than one image or
word as summarize in table 5.2. This table is the summarizing from the theme
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outcome from participants. As such, this part is much important for take |nt

for quantitative part in measuring the cognitive. Since there is no measu@d

in literatures, confirmatory factor analysis (CFA) is used as per disc the next

chapter. Y'
Y

54 Issues on Equity-based financing (Supply-Side) z '

5.4.1 Competition % '_\b}
Harkati et al. (2020) stated that one of rrently facing in

Malaysian Islam banking is competition. %&:' g is Q@Xng with the

aim of profit-oriented organlzatlonwatition wi theré%nkmg approach

(conventional banking) is concerne en thoug Kba

Malaysia, the issues has no%settl aslskami nking urged with the

&
implementation of sale- ba%nm’ ecause @ profit is comes from the
financing practices of % E} “l
Also, to m h&the Islf ing cepted with all races and religion,
dual-banking a & Si \En o 0 keep abreast with the current growth

and expansi Iam| ban ﬁ' he_?one of the reasons why Malaysian Islamic

"g\system is operated in

bankln n g ts tQ” i Pent/o(%rs the equity-based financing. To simplify,
par tA and B viewed th{t.)
\ ..dual-banking system has urged by coercive isomorphism, so
that the industry face high competition with conventional
banking...”
...Islamic banks practices are dependent upon governmental

mandates and approached us to make dual- system because we
have to compete internationally...
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Respondent D, E and F also stated that:

“...Islamic banking has to compete because it is sharing varioﬁ ,

infrastructures with conventional in doing dual-banking

approach...”
“...it is because Islamic banks have to compete with co entioCl
banking in making profit, so we are still unable to offer’Mng

products that are contents of truly Islamic s ir?

“...we have to compete with conventional banks,
legalizing under BNM under one roof, even th

Islamic banking products of financing, but the spi
conventional practices...

working in full-fledge Islamic ba ﬁg@
“To ensure our banksgrevachieve q
with other bankirmah onalbanking)...”
“...it is difficult ic banki hen o to global and
integnational because we have t@ pete...”
NG

5.4.2 Risks )
N O c,)(.z
Rahman I. (2019),s eg tk@t/there are varieties of perceptions on risks in

ve to compete

\
equity- ancirﬁ ) 4 Ha@g the risks in EBF is more challenging than it is

f They believed tha@F in its current state can be riskier than SBF.

or
@mt A and B mention that:

0 “...Mudharabah financing is one of the contracts that high risks
for Islamic banks to undertake...”
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“...as capital provider (rabb-ul-mal) 100% relying completely on
Mudharibs’ integrity, ability and good management...” \

Also, participant A, C, D and E stated that EBF is hard to i lement because

of exposes to variety of risks on the cases of default and onIy 0 ustomers that

have high potential to participate: Yv

“..the issue of capital framework and liquidi ards S W
to adopting the Basel I11. We needed to raise mi ®
requirements and hold a capital buffer. As s
operational risk arising from compliance
Some of the principles of risk management a
can be applicable with necessary modw
Even so, Basel 11l could not answegall theiss

still needed for researches on th

and sustained efforts are nee the a 8&@
specific to count. nd markets
“...high risks in terms of d@f xémers... 7
..we only offer rabah fi ancz 18 th &ustomers
busmess act|V|t|es e ucces ible a& r necessary

precautz cre ree
“..the competiti I la ich ? lronment exposes us
s for al

to various types o of financing..

Meanwhile, Mnt K an types of risks that highly expose under
S Oper

these type ncmg b.uc}

. 5 ..equity-based fmaﬁrﬁw IS exposes to variety of risks such as
operational and capital risk so it needs more capital risk-

E\ weightage because these types of financing involved capital in
Q ‘aqad...”

al, capital and customer:

“...if higher risks weightage, we need to increase capital if we
implement the equity-based financing...”
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“...high customer risk since we need to consider the customer that
has high integrity beyond all reasonable doubt compared with \

sale-based financing.” %

Participant A and B however stated that to overcome and minimize, the issues
in handling abundant of risks in EBF by enhancing the strategies inWanagement

practices which concern on context, physical and spiritually:

“...we still need an improvement for risk manage
handling those risks in equity-based fi

[ ]
“...abundant of risks can be minimize by conéerning on\context, ! Q}Y'
physical and spiritually as supplementar ks analysis f it
identification to monitoring%”

Although current practices have be%l mana\nt practi gs.applied by
Islamic banks, EBF tend to be ignore\‘rﬂgﬂ) of offeri
Moreover, all of participants as hat fina M’T l&'umg-based paradoxically
ﬁy S

N

serted t
suffer from weak risk management icesh
&
\\A ¥ )
sia S a

ber of challenges in terms of

In fact, Islamic ban alay
_ Ly o
risk management. C tucturss of }ut ed financing are structured to

resemble sale-bas@ices, me the @i of ownership are transferred rather
than shared by lﬁ%r es. A
% d

%@ is lack of appetit ('}rz‘sk-sharing practices in Islamic
% ’ 4 2 nking...”
Y—v

Th@y one of the reaso i@? Islamic banking neglects EBF practices as in the

re?ktice, as experienced by participant D and G:

@D
w
(7]
—+
=0
.
=
7]
=
c
=
o
-
o

“...risk-sharing is the exception rather than the rule on the asset-
side of balance sheet...”

“...we prefer put in risks in sale-based financing...”
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5.4.3 Legality

The remarks made by the participants on the issues legality of c@}ip. It
has been highlighted by the interviewees that current legal structure i in place to
accommodate the registration of both parties in the title of the property (Ali & Oseni,
2017). The National Land Code in particular, is a statutory law govering land matters

in Malaysia, and it does not provide EBF to reflect the a hrres held by the

parties throughout the financing period. All participants ed \:lat:.\d
oy

“...due to legal constraints, it is difficult to re the banks

as legal owner as the current structur s not allow;for the
registration for both v & \)T
“...we still have problems in terms ofiinsuffici N
framework in equity-based financin f ow p

will depend on the int

“...due to legal issue in Mu%ah nc
customer becomes a regis wner a ver
ownership as a b% ariahpb arc(ra\.)’,’

‘% “ Q&
“...there is only one stop%}nes theowner of assets,
C es

C
SO in most cases %rt ges o m rather than
Q' trusts... l

“...we faced the probl icte f standardization of

entc% ). ”
uid 1%9 on equity-based financing,
uni ?ﬁry(aga‘égal documentation...”
“%e currentlyfacing issiyges related legal such as IFSB and
asel Capi ccor e insufficiencies are still ongoing
then the ﬂ?’emational financial architecture...”
O

\As such, it is revealed that the practices of EBF in Malaysia is theoretically

~,

ec;%leg the

neficial

ased on Islamic principles, but in terms of legal there is still mimic the shadow of

onventional principles of laws with the spirit of sale-based financing being dominant.
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However, further improvements maybe necessary to improve the whole legal s?ﬂm

to attain a true meaning of equity-based financing. ('}
5.4.4 Shariah Q

Sakti et al. (2016) stated that one of the important isswes discussed by
participants is in terms of Wa’ad (unilateral promise). Mo tzm st'ited that equity-

based financing (EBF) is hard to implement in practice to the ¢ ractice of
Wa’ad is not binding in the contract and BF@ IS conve 4I _f}ature
Participant A, B, and C mention that:

“.if the parties of equity-based finaucing is b

contract should be looked as pa
on it, but the curr ractices denie

...the application of wa’a FR ma ?’V '@}”flnancmg
same like the pr % sa*e ase nanc@_}g
...However, wa’ h amﬁigree and get

1% 1 zt 7 mtly
Participant D ate ta pIé)ngéwrrent practices are mimicking

sale-based financing, there on
“ For 1 anc L’ s aW exam %he use of wa’d in equity-
n cin ah zmztate the old Bay’

itham ll ( ) concept ...

% ?ISSUE%S not been solved, EBF are better product for

he mkue to its nature of p@ts which included of jointly partnership and trustee

SEF ontract. Since these contracts offers high risks in nature, this situation will

—+

it easier for the bank to manage the Shariah matter such as wa’ad and BFR
ompared to a sale-based financing particularly when it involves long-term financing

because the principle is based on risk-sharing among parties.
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However, some participants held that EBF can only become a?!m
alternative if the Shari’ah principles are genuinely applied since a deviati ywill
trigger more Shari’ah issues. Participant E, F and G mentioned: *

“...the current practice in wa’ad makes difficult for customegin
case of if they are failure to make repayment, banks Wi% e

assets under auction and get the money back,.. ”
iZeres! of

..the use of wa’ad is only designed to guarante

the banks, which however runs against the spi
financing as this encourages the parties to share
to their shares...”

“...diverse Shari’ah interpretation is infl
and customs. The different interpretati

practices financing contracts internatio
occur between the Middle East an

5.5  Issues on equity- base ng

55.1 Knowledge % ,

Among the h{lss | of glﬁmd -side, the equity-based financing

(EBF) recelved ss attentio tICIp because people are lack of knowledge
and inform az e aI )" t 0 Iy lack of knowledge for equity-based, but
the wh rlndf Obj ves Further, Islamic banks are to blame for the

hnge charges than thei @K/entional counterparts.

\ .customers still don’t know the basic principles and objectives of
0 Islamic banking...”

..we have customers that have high knowledge on Islamic
banklng but they did not really aware of the existence of Islamic

2

banking products...
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“...we have various retail and finance instruments that are
available in Islamic banks but they are unfamiliar with the \
instruments...”

“....even though they know the name of Islamic banking that ) )

available in Malaysia, but they don’t have a brief knowledge o

principles and objectives...’
“...some customers know the basic rules in Islamic ban if ;ey
have experienced in studies on Islamic banking in un"éerSZ e

“...if they have knowledge on the terms and prin
have the familiarity of the products

“... they patronize Islamic banks hardly
conviction but purely due to the same r
conventional customers. They just loo
cheaper, services which are more c
processes that are not complex

i ’3;‘?
ge @2 ted from the
egioQ its products and

miscommunication among human capitaland custom

services. This matter may raise naati'\i/e%’t' @SIamic banking itself.
)
Participant A mentioned that:\ §
N o
communication
om

the customers that

“...negative publiéperception COMESs
among bank ers especiall
have low level of wle% Isla

ro
yf
% banking practice...”

I
%
and awarenes%it the'lsl

Jnk'@g'am finance among the bankers, which lead

to misc tiopPwith ;: cust&r and the public. In the Islamic banks, there is
%

a lack ofypool of expertise that le to explain and educate the customers pertaining

N
td%&\\aroducts and services.

A =
All of tI\ab ma tstaC%bm a lack of education, understanding
;%b



5.5.2 Awareness Y’

Even though customers have higher knowledge on Islamic bank@ue of
them still did not aware the existence of variety of retail and finance n‘@&nts (Che-
ha et al., 2016). These matters not only impact on their purchas Wmon on all
financing products, but impact on the bad perspective on Islami ing itself. Most
of the participants responded that awareness among Mus ’ma'/allability retail
and finance instruments in Malaysian Islamic banking ill re t| As such

they may have low level of confidentiality o@c banking e" e as
\/‘Z”

experience by participant A, C and G:

...the awareness with regard to I ic an
low amon

‘...higher knowledge in Is lamlc king.does

level of aware mongo&’

...bad perspectives o
onitand result

Y' nte’t , 0\

Also, participant D an E that rrlﬁ]dqt/support is needed to increase the

L8
awareness amon 0 @

meht interv. %{ n d play a part in supporting
la ic banks in increasing awareness...”

awareness
urchase

k of dw amo@top management and customers in

of the ne€d to"streahiline the operation of Islamic banks to
hleve the Maqgasid S h It is also concerned with government
port in facilitating t dlrectlon that will be taken by the Islamic

%\S banks...
S
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553 Religiosity Y-

Moreover, the impact of lack of religious concern according trq\t al.
(2019), Muslim in Malaysia seems to have lack of awareness on the aﬂ%’rlity retail

and financing instrument in Islamic banking. Recorded by participantand F:

is relatively low as such they did not really aware,on

2

“...the level of religious consciousness among Malaygian lim

banking instruments...

‘...people are less religiously beliefs'i

negative Akhlaer'

5.5.4 Understanding

The results from |nterV|e ev Iedﬂt rEerif’al)n mg among customers
-
on differences between sale- b& d equi f|n g (EBF) urged the Islamic

D

banks in perceived less tte&ﬁ'&nc{ Isla clba fer more products availability
, tD

in sale-based flnancmg E e'f both side (demand and supply).
Participant A, D F nti nlsd th 6
N

m aints a Jz e of customers having

mls rs nd| the quny based financing because
pers ctive t pr ices are same like sale-based
anczng
currently, most I, @’6 banks in Malaysia focus on sale-based
nancrng practices. This one of the reason why many customers

%\ did not aware and understand the practices in Musharakah and

Mudharabah financing...”

“...as can be seen, the reason of low patronage of Islamic banks
refers to misunderstanding the variety practices in financing
activities, all of which remains challenges for Islamic banks to
overcome...”’
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To simplify, lack of proper and comprehensive information about Ew

result in misunderstanding among customers and the public. Thus, this Wi ome

another problem faced by the industry, which is negative pulfﬂ&erception.

Participant B, C, E and G added: Q

“...As in most contexts of Islamic banking, inad
comprehensive information is also considered t the,major
challenge that Islamic banking face. At the en
misunderstood the concept and prac

“...misunderstanding among customers are c
information from staff. So, | would sug
should have a very strong Shariah secretar
mean, in-house Shari’ah, as well as external CM

“...most Muslim customers ha\;;we peaept' abou?%

because they did not under. [ about'the_contra

\ :
A
ey ok Islamic ba@g as their

y L@Tstand of the
P

56  Strategies Mancefhe icipationrin Equity-based Financing
& N
N ! §
sllnt ti @)

5.6.1 Attitude
S
w lify, n g'per@\ion may arise from the attitudes of Malaysian

MuAstomerS of Islamic-h%}'king that keep comparing the SBF and EBF without
rea%%derstanding the underlying principles of IB. The customers are very familiar
ith the SBF offers by banks and tend to compare between both products of
inancing. All participants stated that:
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“...positive attitudes among customers tend to behave about equity-
based financing in practices. As such, attitudes is relate to Akhlak o\
customers, meanwhile intention is based on their Niat to adopt(°
financing. Both aspects are complement each other..."”

“...two important aspects that needed to consider are Akh

Niat of customers and 1B on EBF, which may urged interventiofn from
government and Shariah committees to solve the isw

n&T educate
S anj sale-
s behayior of
ofpaeige]
Y

“...the effort from top management of Islamic ban
the staff to appreciate the difference between equi
based financing as to enhance the attitudes

“...the need of high level of attitudes and c on their Nidt t _\"}
purchase EBF from public may provide informatign that wi RT
entail the knowledgeable, awareness to unde abo%

the practices in Islamic Bankin

“...high beliefs about Islami Vg among

CM )
“...to get high beliefs %us, cust&s?
rigrity,.

q
“...our quality servicésandkeosts o ingi t the customers’
eferéenc INARCING ..\,
) bjl -y

56.2 Marketi X l <
&
Since cmmi banks ?ﬁotg_gwé variety of financing products, all of the
B

ff
participanQnﬂoned at ne to put effort on marketing among bankers.
4
Since %queness thée {’&ﬂracts of EBF offer risk-sharing among parties,
C.)

cu%r will feel customerfbﬁnk relationship. Marketing effort is needed because

e public is not well informed, it will lead to negative perceptions of the overall

Oeration. Participant A, C, F and G mentioned that:
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..we need to push on marketing effort to promote the equity-
based financing to public. As most of our customers did not clear \
on our map we, tend to follow the sale-based financing

practices...” 5 )

..to enhance the practices in equity-based financing, effor:
banks managers to re-market these products to the publlc

priority...
se cing
it tight with

..since banks put higher effort in sales thei financing rod\d ¢ \Y'
based on sale-based such as Tawarrug, wh they offers ' _{q
market to public financing products ba: n eqwt; -base e

“...all we need is marketing strategies in equity-
especially because the contracts offer risk-sharin
customer-bank relationship. 4

NV
As experienced by participant B, t eed’of mﬁrke i Yr.l on Islamic
banking especially for equity-based that havesbeen @‘attention among

Malaysian Islamic banking is one neceSS|

financing products. ‘% @ Q’
“...even though Isl b kin M¥n0 AS comprehensive
siaf | anking industry

industry in G@W a1 ay Iﬁ i
should move f mcrea ing ark ffort on preferences

for ethical a rlsk nen alternatives...”

Partmm@é\owe \Qone out Muslim awareness. Islamic banks

lack of aw ans e_}%ng Muslim in Malaysia. One of the factors

f infor. P abou&mty-based financing and lack of marketing.
Aﬁ .human capital is % and lack of Muslim awareness are the
jor challenges for Istamic banks. We need marketing strategies

E\ and efforts to enhance the attention from them...”
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Also, Participant E stated that: Y

..customers are familiar with Islamic banking, while the others
C|ted on lack of awareness as the main reason of not subscribi na

for Islamic financing...”

5.6.3 Risks Management Practices Y'

All participants mentioned that equity-base cing kF) ed more
strategies and techniques in handling abundant of ri The low e\Mici\mﬁon
for Musharakah and Mudharabah reveals Islam% unwillin ss! ‘ﬁ;ﬁ risk-

sharing assets. All participants give details on Rrateg anage t practices

that are based on context, spiritually @ ly e he tribution for this

study.
..the parties in eqwty- S I h ustomer-
bank relationship. T d gﬂ)u wa a ework to
zze 7 '
...if both parti QOncern n Amana tracts there is no
issue @n ris, l’

..one str tjg edfor s to minimize rISkS
probl m nsult lon ( 7% ’) is the best action..

%ﬁzon ancmg the parties are tight on
&ﬂng rlskéto et retum they have continuous

) o zonsth

A .the IFSB standa, ould be made obligatory for Islamic
banks especially in case of implementation equity-based
financing as to allow for wider implementation, consistency, and
standardization of risk management practices across the Islamic
Q financial industry. This requires collaboration between regulators,

IFSB, AAOIFI, Islamic banks, and industry practitioners...”
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5.7  Findings

According to the interviews results and analysis presented in this@ this
study hence come out with overall findings as it provided a numbers ributions.
The findings first reveled on the understanding from key personnel ofylslamic banking
on what they understand about equity-based financing (EBF) M been neglected
in practical. Also, the findings of this study explained &;n'd in the reality

situation why there is low level involvement on EBF alay, ia.n\&]dc banking
L 4

Y-v
which covers the issues in both sides (demand-su@ , _\C}
0 4

Phase I T \ Y})‘r
(Inductive Ex% ry. é

b v L

Competition AN
: A O O‘$ %
| Shariah q I—%—"‘ )
| P - - <</ CEzp
| Legality $ k>
1 9w |1 e %I E

K90 , 7

Awareness Output
-

Understanding
&4
Religiosity
Beliefs

/ ‘ Knowledge

|
|
A J
Attitudes & Intention

.--zt-‘-

I

Figure 5.2: Mind Map Presentation on Issues and Strategies for

Equity-based Financing
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To simplify the above figure 5.2, the issues has not been settled as thewmt
practices of Islamic banking was urged for the loose coupling of actual p@rom
formal underlying theoretical structures. It is because of institutio orphism
faced by them as they have to compete with conventional banking. Also, the practices
of dual banking in Malaysia are one of the reasons. \,

As previously discussed in this chapter, the findin g; trat the practices

of equity-based financing (EBF) in Malaysian Isla anki g\m;donflicting

lishment o |a]ni_q\€b§l:ing

pressures from various dimensions. Even though the

was aimed to uphold business and financial tra iofis that €0 itt\SK';riah, the

menr@g;quity-based
ncil@‘milar or mimic to

existence of laws and regulations that

financing are still lacking, and custo are

conventional practices. Thus, the %ngs of Mgw

N,
conflicting demands in financi Ied'l'o greaten con@ities of contracts.
&
S

Furthermore, anothe ures’(ace . I$~ banking in implementing the
EBF is regarding risksi. %’sultﬂ e&(i;q}g; findings identifies that Islamic
banking faced ot@en es from weak riskS’management practices that should be

N

concerned. IE'Nan egen f'doargﬁ)el\t should identified weaknesses and

vulnerabil@n, he arga ofiri ﬁdement for equity-based financing especially
S
a

rﬁg among parties. The risk management, monitoring,

r V}aled that they faced

becau old risk
N
re tlé and mitigation ne?dc:{o be upgraded across the whole Islamic banking

with the consideration of elements in terms of physically and spiritually as

Ontioned by participants.
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Also, pressures on legal issues are one of the challenges faced in implew
equity-based financing for Malaysian Islamic banking. As such the @Iegal
framework works according to the sale-based financing, which is t alien to
EBF. Thus, in a certain circumstances, the application of the legal ters in equity-

smase been tested

ay 'o certain extent

d pr ctWBF, such

based financing does not have any precedence, as there is n

before the court of law. Although modifications from the

IS necessary in order to suit and balance the theor

X
modifications should be done in caution to ensure t spirit of rikh _@\Nays
upheld. 4 .\T

Therefore, a dynamic and criti approac

quiredé;rchange the

perspectives by treating EBF in morew manner rictl Qﬁnplying with the

principles of Shariah on profit-an% (PLSE\\pE%Jﬁ
%r' %ing i

requirement compared with sal etlce2§°
The findings fro e\Mter\[ s also r@d that Malaysian Muslim

especially still have | wled;;

F &
banking practices 'weralii:t;hde stangg/on EBF. Although religious factor
remains the mw nizi ' in f'&%ﬁ:ing, as found by interviews, it would
Con o

r the/pious u!‘line}a d, therefore, it would rather be difficult to

st@‘mg (PS) as essential
N,

, un ers‘tand}wg and awareness on the Islamic

only be rele

\
attract %'kr ongs e ok&ufﬁciency of knowledge, unaware about the
prom&haracteristics and is%rderstand about the content of EBF itself.

%\n addition, the findings from interviews revealed that there is a need for
imizing the issues in attitudes. The bad attitudes among customers especially for

uslim in choosing financing products will impact the bad perspectives about Islamic
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banking. As such, the current study still has insufficiency of study to investiw
potential use of EBF in Malaysia among Muslim. %\
Hence, this study introduced a new perspective in viewing aﬂ& (Akhlaq)
and intention (Niat) in intending to patronize for EBF. Religious asp badah) also
needed to identify in patronizing the equity-based financing. &v}{ the integration

for cognitive, affective and conative measures are important' asur"ng the potential

use of EBF. ‘\d
@
X
.S
4
NNty
5.8  Conclusions \l w\ {\
Section one explained in g&| ae overvi f c@ r. Section two
presented the profile of interview icipants an\sh?rt a,g@round of their role in
S
the industry. Section three prowi e palgt.icipa i un anding on EBF. Section
'oﬁproblems and challenges on

resented their views on major

de. %ﬁbn six elaborated the strategies to

n bo{l}%’ndes (demand-supply). Section seven

four provided findings of t %
equity-based financin% I

issues on EBF in s of df
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