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CHAPTER V
ANALYSIS PHASE 1

BUSINESS FINANCING OFFICER’S PERCEPTIONS

5.1 Introduction &

The analysis in this study consists of respondents workw six (6) of the

selected banks in Malaysia, as the purpose is to distin%zurr nt practices in

managing credit risk in business financing approval an differgn een both
L
banks approach in terms of credit evaluation process. interyiiew Weﬁosen

based on their job position and experience, whic 1eKn.e giva\égropriate

T
answers. V é
\) o)
This chapter will present the firgt pha

gg&dmg the perceptions

oy

of business financing officers in such a as ¢p simplty it@he reader. A, B, C, D,

Y

E and F are used as synonyms foN rc:l an@ banks, respectively. The

structure of the responses %;he str tur;oﬂt \ Eterview guideline coherently.
e

P 4
The responses will be %n a@q spéﬁ?(using the exact words of the
respondents) and in 4Qme SGS? llS. h@ﬁ, we and they which all refer to the
Co) d

respondents. q 4
’P.)
egl

Bcsﬁs. s chapter®*b g: n\by' identifying the perceptions of selected banks

intervi Msponses in section h There are three (3) important issues discussed
é& . section- section 5.2.1 discusses Five C’s and CAMPARI elements in credit
ev ion process, section 5.2.2 discusses factors in failure of credit evaluation

process and section 5.2.3 discusses Adl’, Ukhuwah, Istigamah, Akhlak, Syura’ and
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Tawakkal elements in credit evaluation process. Then, section 5.3 discusses findings

of analysis and lastly is chapter summary.

52 Analysis of Selected Banks Interviews Responses \z

This section discusses deeply the responses from selected b interviews
responses and three (3) important issues found which includes o ive C’s and
CAMPARI elements in credit evaluation process, the fact Nilure of credit
evaluation process and lastly is Adl’, Ukhuwah, Istiqa khl('k, Syura’ and

Tawakkal elements in credit evaluation process. o

52.1 Five C’s and CAMPARI Elements in Credit E ationgpProc Y-

Y' \ Y

i | 9

Elements used in credit evaluation M con; diffslent views and
c) &

perceptions to the different types of banks

me Q'as a normal part

used as well as their current practic ; c}di& %@ pr&:s, whereas for others
“ Q-
it was unacceptable because of k asons een&@he interview questions in

s

appendix, business financipe oqcers w#re a eii jons of what are the current
practices in credit evalu@ ;) §~& rg‘%‘(jﬂdents may conjure up more than

one image or word,

of credit evaluatio%cess

s th iness financing officer’s perceptions
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Table 5.1 Words and Concepts Associated with Five C’s and CAMPARI Elements by
Selected Business Financing Officers

Words and concepts
associated with Five C’s  Islamic Window of Full-Fledge of

and CAMPARI Finance banks Total  Islamic banks = Tatg]
Elements (IWFB) (FFIB)

Character
Purpose
Amounts
Ability to Pay
Margin
Repayment Terms
Insurance
Capital
Capacity
Collateral
Conditions
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Based on table 5.1 above, the two (w co ord &.iations with

cap@" by respondents

from Islamic window of Finance bank%'vell the\n%t “Surpose” and “ability
0‘: ’ N
to pay” by respondents from Fu@ ofYslam &n@ifferent types of banks
=\

approach in this sample vieweY- dif?ren iftue @heir e WSO T o
G) N
and “purpose’ issues.
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of the Athe willingness t@f)ay and repayment history. For Full-Fledge of
]sla®s, “purpose” includes of the intention (niaf) for applying the business

@g. These as experienced by respondents IWFB; C and FFIB; E:-
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“The first most important elements that we used to evaluate our credit
applicant is character. It includes of the personality, reputation of the
company and history. The reason is the character comes first
beforehand.” (IWFB, C)

“Being prepared for credit evaluation process, to me, is that the
purpose (niat) is come first, and have the intention to pay back th\z
financing. It is about all the things that our clients need to do to%
before the financing is approved then. Besides, purpose of fina
must be Shariah compliant. Business financing for the purc as
alcoholic drink from the main supplier to be distributed to ré
is prohibited in Islamic banks as the goods are considered aN§

(Haram), and thus I have to be accountable to them.’ ; E)
On top of that, other common words associate Five WAMPARI
B
Elements were “capital”, “capacity” and “collateral” r respgnden}s ir(‘)&m;!famic

Window of Finance Banks (IWFB). The threg (3)Wop Fife C’ an%mMPARI
eme&n the other

hand, “ability to pay”, “character” and ts” unde Spo@ts full-fledge of
Islamic banks (FFIB) are the three (3 lementxxp (é,.kl‘hese mostly related
to the elements of CAMPARI SImple, ﬁiir‘é@helow stated categories
elements used by different typ fppr N

(
Figure 5.1 Categorne%&nts u (@nt Types of Banks Approach

)

Elements perceptions were related to mostl se Fi

: s Sl
2 ’ ol s M Islamic Window of
Finance Banks(IWFB)
1.5 ~ mFull-fledge of Islamic
5 banks (FFIB)

Five C's CAMPARI
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These as experienced by respondents IWFB; A and FFIB; F:-

“We are guided by Bank Negara Malaysia (BNM) “Credit Risk
Management Process” as issued in 2001. However, mostly we used

Five C’s elements as our main tools in credit evaluation process.”
(IWFB; A)

“We used CAMPARI elements because one part of these elements N:
purpose element. So, we consistent used this in evaluating our cli %

mention by Bank Negara Malaysia (BNM) guideline of *Cre dwligk

Management Process”, there is 10 factors to be consideredgg credit

evaluating process, and the first is purpose elements.” (FF¥g, F)

5272 Factors in Failure of Credit Evaluation Process %z l
Factors in failure of credit evaluation processgconjufe up diffggeht Viny and

tl'l %?erview

perceptions to the different types of banks ap . As _sden

4
questions in appendix, business financing officers iere a estio \{he reasons
of increases in credit risk in credit evalu@s. h&¥Fespoidents may conjure
up more than one image or word, grable 3.2 ¢ business financing

&

10N process:-

Tz
officer’s perceptions of determinanis s lurdbf credf ev
&
% 5
As

Table 5.2 WorQs and Co sqciateg With ENors in Failure of Credit
Evaluation Pgceg Selecfed Bfisih inancing Officers

Words and Concep. < I danie Windo.
associated with Fac’ ~rs . lan.e- Windo~ Full-Fledge of
otFir nce boaxs  Total  Islamic banks Total

Failure of Cr dit
Evaluation F coces - WFI) (FFIB)

Relatie_.. Yip
Asymmetri” L. «rmatiol
Mora. '@ ard

Disc. ediable

é\d on table 5.2 above, the first most common word associations with
FalWgs

Failure of Credit Evaluation Process were “relationship™ by all respondents

DiTfrent types of banks approach in this sample viewed have same virtue as their

number one “relationship” issues.
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Much effort is required in gathering the first utmost reasons explained within
experts in industry by different types of banks approach. Both banks approach stated

that the bad relationship with customers includes of the bad relationship with new and

on how tight of relationship with new and existing custw or me,
good relationship is first impression of character eleggpts
will mitigate default cases.” (IWF B l;?'
l
“Based on my experiences, one of the rea ilures Kg cre
evaluation process as well as in time of making fifgcin Mgis
relationship with new and existing customers{gjs becayfse co tzr&%v

relationship with them will allow us to hém welljan@fhu!
ought to disclose information W' FIB. g,

N
To simplify, figure 5.2 below showsghe tor§f\’0re of it evaluation

process by different types of banks appr\% O‘Q

Figure 5.2 Factors of Failure of C%valua \Rrgce S ifferent Types of
Py S

L35
= 3 1
E '2 @ Islamic Window of
215 Finance Banks(IWFB)
é 1 ® Full-fledge of Islamic

° 0.(5) banks (FFIB)

<

=
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To extent these further, based on figure 5.2 above explained, other common words
associated with factors in failure of credit evaluation process were “asymmetric
information” and “moral hazard”. Both types of banks approach have same

perceptions pertaining to the factors of failure of credit evaluation process. @of

asymmetric information, this tends to the hidden information that unksw banks

such as business profile, experience of management and cash flow of bustess. Most
of them are under-estimated the unknown information fr&mers. This
contributes to negatives perceptions of new customers am taking business
financing to the banks and thus challenges for bankaygssderltif 'n£ t well. In
regards of moral hazard factor, this can be mitigated fagtaking cpllatdghl 'or..ie)ga.mtee

if need be to ‘secure’ the financing facility. 2 X

N
& NEN
523 Adl’, Ukhuwah, Istigamah, Akhlak, w an acal ents in Credit

Evaluation Process \ O

[slamic elements are import in mak \ﬁ,n?rc g,-\%ecision process. For
) N
Islamic banks approach for sure t%d imﬂlem anc@ctices Islamic elements

as a tools/strategies in mitigata %it s®in p -a;g&al stage. There are different
views and perceptions to rent types f“bz’ approach pertaining to the lists
of Islamic elements wm thes'e e\ems cgé‘é used in credit evaluation process.

As seen in the int qu tig)n ! gpe&@ business financing officers were asked
s

questions bas eir opinignsjof w&a{ are Islamic elements in credit evaluation
'

process fo Wfss finanoghg &)pr\’ in addition five C’s and CAMPARI elements

=

and h We ements can be used¥n Islamic banks approach. As the respondents may

up more than one image or word, Table 5.3 summarizes the business
ing officer’s perceptions of Islamic elements in credit evaluation process:-
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Table 5.3 Words and Concepts Associated with Adl’, Ukhuwah, Istigamah, Akhlak,
Syura and Tawakkal Elements in Credit Evaluation Process

Words and concepts

associated with Adl’, Islamic Full-Fledge
Ukhuwah, Istiqgamah, Akhlak, Window of Total of Islamic
Syura and Tawakkal Elements Finance banks banks

in Credit Evaluation Process (IWFB) (FFIB)

Adl’
Ukhuwah
Istiqgamah

Akhlak
Syura’
Tawakkal

!
eWiews and
Y
edit eyalua ox' E@Ss.s in

addition to five C’s and CAMPARI elements for ach@;‘g current

o@ot be totally

A\t @nd weakness of the
icagon. &&nphfy, figure 5.3 below

ts thaWe us,d in : @uatlon Process:-
Flgure 5.3 lslamu&ne!tslﬂ\ eu @‘ﬂ Credit Evaluation Process

Based on table 5.3 above, all of the respond

perceptions pertaining to the Islamic elements used

applicants and the viability of th

shows the Islamic Elemen

B [slamic Window of
Finance Banks(IWFB)

® Full-fledge of Islamic
banks (FFIB)
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These as experienced by respondents IWFB; A, IWFB; C, IWFB; D, and FFIB; F:-

“In addition of using five C’s and CAMPARI elements, Adl’, Ukhuwah,
Istiqamah, Akhlak, Syura and Tawakkal Elements will add value to
credit evaluation process. For instance, the transparency is good for
and our customers because of practicing these elements. Besides, tge i
customers need to also practicing these in disclosing the inform &
needed by us so that the credit evaluation process can be effe [\%
performed.” (IWFB; A) A

“For my opinions, Adl’, Ukhuwah, Istigamah, Akhlak, Sy& and
G

Tawakkal Elements can be used in addition of using S and

CAMPARI in credit evaluation process. It will be fax to the
Islamic banks to part with depositor’s fund if the figgncMg is approved
based on transparent credit evaluation proces IB,' C)

Tawakkal Elements are fruitful to be fulfilled
the information to us under the latter’s K our-Cusjont (.

policy. These can be achieved by pracigin
banker relationship (ukuwc%]

gv
“My belief is that Adl’, Ukhume . S)Q and
Tawakkal Elements are nee in edit eva ess by

constantly performing transpagency W righghary ingicing. We are
borne as business partmers r%:efore a nts will helps
us disclose all of the infor/i®n tqeach ofher q aintain the
N hancing lifet 16"03@}. " (FFIB; F)
X | s
!
5.3  Findings of Analy% 2 2 ‘(/0.

The analysis@usi@anch@ﬁcer’s perceptions comes into the

N Lo (O
sense. There are % lvfm thrfigh feﬁﬂi. It includes of the current practices in
credit evalu&ce? fiy, S \CAMPARI elements), the determinants of

4
credit ri%re-approval stage @ ¢ Islamic elements that can be applied in credit

evalua ocess as parts of credit risk management.

QAH of the respondents answered the research questions as to achieve the goals

of research study. Likewise, all of the respondents positively associated credit
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evaluation process with the proposed of the Islamic elements that can be used in
addition to five C’s and CAMPARI. Some of these perceptions were linked to the

positive values of credit risk management in first dimension (pre-approval) stage for

[slamic banks approach. \q
Furthermore, it was found that the bad relationship, asymma&éormation.

moral hazard and discreditable contributed to a failure in manaﬁ.credit risk in
credit evaluation process. Different types of banks approac*Nif s research study

showed more proficiency and confidence with their ex handling their

customer as well as in making financing decisions comfgred to\tﬁbdu ﬂ%e of

conventional approach in present. é
4 Y'

\nam@ the Islamic
lslaéS banks approach,

'ﬁsks -sharing activities.
TR

Since the Lists of Islamic eleme ro %sed tthe quires more efforts with
the banks practitioners, the ap S t 1ews and perceptions from

b (
Shariah advisers pertalm%ﬂ ISIa?Qf}T'}Z at can be used as parts of credit

evaluation process a@ vali‘late pro d parameter.

This research also found that a pos jtive spo“s

elements used in credit evaluation pr\%pema]

since they are practicing Shariah-c 1ant 1
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5.5  Chapter Summary

This chapter discussed furthers the analysis of phase I- Business financing
officer’s perceptions of a total of six (6) respondents consisting of three (*:Elamic

window of finance banks and three (3) full-fledge of Islamic banks. N ently
s'?

field work of section discussed. The next chapter will focus more on &1 phase 11-

Shariah adviser’s perceptions. Y'
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