Journal of Advances in Finance and Investment
Volume 5, Issue 4, 2024

pp. 37-58.

Paper type: Research paper

Presenting native model for the development of the country’s
banking industry: qualitative analysis based on grounded
theorizing

Fazlullah Hadizadeh?', Fazel Mohammadi Nodeh?, Mojtaba Afsharian®

Received: 22/07/2023 Accepted: 15/02/2024
Extended Abstract

Introduction

The growing significance of the financial services sector underscores the need for
examining the business models within this critical economic domain. Financial
services are created through interactions between suppliers and consumers and the
network of activities involving numerous stakeholders (Bocken et al., 2013).
Commercial banks, as a key component of the service industry, play a pivotal role
in the allocation of financial resources for economic activities. This role not only
contributes to immediate growth but also influences the sustainable financing
necessary for a nation’s future economic stability (Alexander, 2014). While the
direct impact of banking operations on society may seem limited, their indirect
effects on economic development are profound. Through the effective distribution
of capital, banks foster innovation, support entrepreneurship and facilitate the
efficient functioning of markets. In turn, this promotes broader social welfare and
ensures long-term financial stability. Given the evolving nature of global financial
systems and the increasing complexities within financial markets, understanding
and optimizing the business models of commercial banks is vital for fostering
sustainable economic development and ensuring equitable access to financial
services. This paper explores the importance of these business models in the
contemporary financial landscape and their implications for both current
economic dynamics and future growth trajectories.
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Literature Review

Since the 1980s, the field of economics had increasingly shifted focus away from
banking crises and their subsequent impact on economic recessions. This
temporary neglect was disrupted by the 2008 global financial crisis, which brought
the consequences of banking crises, the development of the banking industry and
their broader economic ramifications back into sharp focus (Kenny et al., 2021).
The 2008 crisis revealed significant vulnerabilities in financial markets, which
prompted a major reconsideration of regulatory frameworks, with renewed
emphasis on strengthening oversight mechanisms. One key issue that emerged
was the size of banks and their systemic importance, which highlighted the
potential risks posed by large, interconnected financial institutions. In the post-
crisis period, regulatory bodies, including the Basel Committee (2013), introduced
new rules designed to address these concerns, with a particular focus on
classifying banks according to their systemic importance. This regulatory shift
aimed at ensuring greater stability within the banking sector, reducing the
likelihood of future financial crises and promoting a more resilient global financial
system. As the financial landscape evolved, so too did the approaches to bank
regulation, ensuring that these institutions could withstand potential shocks and
avoid contributing to systemic instability.

Research Methodology

This paper aims to present a native model for the development of the country's
banking industry, drawing upon expert opinions from industry professionals to
offer practical guidelines for the banking system. Consequently, this research is
classified as applied research. On the other hand, the paper contributes to
knowledge enhancement by introducing a localized model tailored to the country's
banking environment, examining the causal, contextual and other relevant factors
influencing its development. The study emphasizes the need to adapt international
banking models to fit local conditions, recognizing that a one-size-fits-all
approach may not yield optimal results. By offering a comprehensive analysis of
existing challenges and opportunities within the Iranian banking system, the paper
provides a framework for improving the sector's performance and fostering
sustainable growth. Through expert insights and a contextual understanding of the
national economic environment, this research seeks to create an actionable model
that addresses the unique needs of the local banking industry.

Results

In the systematic approach to grounded theory, three main stages of coding are
employed (Creswell and Clark, 2017). The first stage, open coding, involves the
examination and comparison of events, actions and interactions to identify
similarities and differences. Concepts are then labeled and categorized based on
these observations, providing an initial framework for analysis. The second stage,
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axial coding, aims to refine these categories by exploring the relationships
between them. Here, the focus shifts to linking the identified categories and
subcategories, which helps to generate a deeper understanding of the underlying
processes and patterns in the data. Finally, selective coding involves the
integration and refinement of the categories developed in the previous stages. This
phase seeks to construct a coherent narrative or theoretical framework by
identifying core categories that explain the central phenomena, allowing for the
development of a grounded theory that is both grounded in data and
comprehensive in scope. Through these systematic coding processes, grounded
theory provides a robust framework for generating theory from qualitative data,
ensuring both rigor and flexibility in the research process.

Discussion and Conclusion

During the global financial crisis, numerous banks faced collapse, leading to
significant losses and escalating public debt across many economies. The cost of
these failures highlighted the urgent need for a robust framework to identify and
predict operational risks and vulnerabilities in the banking sector. Consequently,
the development of a tailored model for risk assessment became imperative.

In the present day, banks serve as one of the key drivers of economic activity in
any country, facilitating capital flow, investments and credit expansion. Their
stability is crucial not only for the financial system but also for broader economic
health. Despite advancements in risk management and financial regulation, the
complexity and interconnectedness of financial markets continue to pose
challenges. This study underscores the necessity of integrating local context and
banking practices into risk management models to enhance their predictive power
and relevance in the face of ever-evolving global economic conditions.

Our research contributes to the ongoing discourse by proposing a comprehensive
risk prediction model based on local banking practices, which can help in
mitigating financial risks and bolstering economic resilience. This model has the
potential to offer valuable insights for policymakers and banking institutions
seeking to better understand and navigate the challenges posed by both global
financial crises and local economic conditions.
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