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Executive summary.

The research proposal outlines the research problem and provides a literature review of the chosen phenomena. Secondly, the proposal describes the intended research methodology and provides an overview of how the proposed methods will yield meaningful findings. Thirdly, the proposal describes the research procedure and refers to ethical considerations that need to be addressed. Finally, the report addresses limitations of the intended research and acknowledges the importance of research reliability and validity.
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1. Introduction. 

The purpose of the report is to produce a research proposal outlining the chosen topic of study. Denscombe (2012) states that a good research proposal persuades the intended audience that the proposed research is necessary and that there are clear benefits to be gained from conducting the study. 

The chosen topic area for this study is decentralised finance (De-Fi) and its impact on the global financial system. Machi (2022) explains the importance of conducting a literature review to contextualise the research problem. Moreover, a literature review allows the researcher to establish the current knowledge of a chosen field and identify what information has already been gathered. 

(De-Fi) is an emerging sector that utilises distributed ledger technology to facilitate peer-to-peer financial transactions and services (Investopedia, 2022). Furthermore, (De-Fi) refers to applications built on blockchain networks. Under the traditional financial system, transactions are completed through intermediaries such as high street banks (Lewis, 2018). Moreover, financial institutions charge a fee for facilitating transactions and storing all transactions on a centralised ledger.

In contrast, (De-Fi) applications allow individuals to complete transactions peer-to-peer with no intermediary. Furthermore, all transactions are settled and stored on a public blockchain, thus, creating a decentralised financial system (Vermaak, 2021). Fabian (2021) explains that (De-Fi) applications utilise smart contracts, a computer code that automatically executes agreements according to predetermined rules. Moreover, this enables (De-Fi) applications to offer financial services such as loans, derivatives, payments, exchange of assets and yield (Ojog, 2021).

According to a report published by the Bank of England (2022), the (De-Fi) market has grown exponentially and is worth an estimated $1.7 trillion. By comparison, the global financial system is valued at $429 trillion (Bank of England, 2022). A report published by Fidelity (2021) gathered responses from 1,100 institutional investors across several global markets, including Europe, Asia, and the United States of America (USA). The report revealed that 52% of respondents have invested in (De-Fi) assets (Fidelity, 2021). 

The increased adoption of (De-Fi) among institutional investors has led to interconnectedness with traditional markets (Bank of England, 2022). Moreover, as (De-Fi) becomes more interlinked with the global financial system, it is important to understand the threats and opportunities associated with the sector. 

Bellavitis and Chen (2020) state that (De-Fi) applications are permissionless, which means individuals can gain access to financial services without permission from a third party such as a bank. Furthermore, a permissionless financial system reduces transactional costs and improves operational efficiency (IMF, 2022). 

On the other hand, Duran and Griffin (2021) conducted a study that examines the potential threats of (De-Fi) adoption. The report concludes that (De-Fi) is an extremely volatile and highly leveraged market. Therefore, increased adoption of (De-Fi) threatens the stability of the global financial system, and sudden price movements may lead to an economic spillover (Duran and Griffin, 2021).
 
Additionally, Aramonte et al., (2021) explain that the (De-Fi) market is largely unregulated, making the market vulnerable to illicit activities and manipulation. However, a study conducted by Gartner predicts that by 2030, 80% of financial institutions will be disrupted by (De-Fi) (Gartner Research, 2018). Therefore, further research needs to be carried out to assess the impact of (De-Fi) on the global financial system.

The research study is addressed from the perspective of traditional financial institutions, including central banks, retail banks, and investment banks. Therefore, the research question is: What is the impact of decentralised finance on the global financial system and what needs to be done to protect the stability of financial institutions? 

The aim of the research study is to explore the impact of decentralised finance on the global financial system and determine what measures need to be implemented to protect the stability of financial institutions. To achieve the aim, the report outlines four primary objectives:

· To review the literature on decentralised finance to help develop an understanding of the phenomena. 
· To establish the threats and opportunities associated with decentralised finance. 
· To assess how financial institutions are responding to the adoption of decentralised finance applications.
· To develop a regulatory framework that protects the stability of financial institutions from the rise of (De-Fi) applications.  

2. Methodology.

McNeill and Chapman (2005) emphasise the importance of choosing the appropriate research methods when conducting a study. Further, the authors state that there are two overarching research paradigms: positivism and interpretivism. Interpretivism is associated with qualitative research and is concerned with understanding the experiences of an individual to help explain a phenomenon (Goldkuhl, 2011). 

In contrast, positivism is associated with quantitative research and adopts a scientific approach when analysing data (Park et al., 2020). However, it is plausible to adopt a mixed approach and use a variety of methods when completing a research study (Bell and Waters, 2018). Furthermore, using several research methods can generate meaningful data and help the researcher gather more conclusive evidence (Gov. UK, 2020). Therefore, to gain a greater understanding of how (De-Fi) impacts the global financial system, the report will address the phenomena using interpretivist and positivist research paradigms. 

The ontological perspective will be from a subjective and objective point of view. Moreover, the report will use a mixed methodological approach, applying quantitative and qualitative methods. Using qualitative and quantitative methods will ensure the report satisfies the aim and meets the research objectives (Groenewald, 2004).

Schwarzenbach et., (2016) explain that there are several data collection methods to consider when conducting a qualitative study. Patton (2015) states that conducting interviews helps the researcher to understand people’s perspectives and personal experiences. Therefore, this study will use unstructured face-to-face interviews to collect qualitative data. Furthermore, the data gathered from the interviews will be audio-recorded and transcribed for analysis. Moreover, the interviews will provide valuable insights into the impact of (De-Fi) from the point of view of financial institutions. 

Saunders et al., (2019) explain that quantitative methods focus on measuring data scientifically and typically involve survey or experimental techniques. Therefore, the research will use cross-sectional online surveys to collect quantitative data. The types of data gathered from the surveys will include nominal, ordinal, scale, and dichotomous (Jansen, 2020). Using these levels of measurement will provide enough data for meaningful statistical analysis. Moreover, the data gathered from the research study can be used as supporting evidence for regulators to develop a legislative framework to protect the stability of financial institutions.

Sampling refers to selecting a group of people from a population to participate in a research study (Turner, 2020). Furthermore, sampling is an effective method for gathering data efficiently. When conducting the research, the study will use snowball sampling, a form of non-probability sampling. Snowball sampling is when existing participants/respondents recruit individuals to participate in the study (Simkus, 2022). 

This method is suitable for the proposed research because it is a specialised area and only individuals who meet the specified criteria are eligible for participation in the study. Therefore, individuals who work in or have worked in the following areas will be eligible for participation in the study: Central banking, investment banking, and retail banking. Moreover, participants/respondents can add value to the research and use their networks to recruit individuals who have experience working in the financial sector. 

3. Procedure 

The sample size is an important factor to consider in research design. Moreover, determining the sample size will impact the outcomes of the research study (Faber & Fonseca, 2014). When conducting interviews, determining the sample size depends on how much new information is gathered during each conversation (Vasileiou et., 2018). Therefore, the research intends to conduct 12 unstructured interviews. The question that will be asked during the interview is: What is your awareness of the increased adoption of (De-Fi) services, and what needs to be done to protect the stability of financial institutions?

Furthermore, the cross-sectional survey will include a sample size of 250 respondents to gain a comprehensive set of data. The survey will consist of 20 questions to ensure the research captures a wide range of opinions and provides enough scope for meaningful analysis. The first three questions will gather information such as age, gender, and occupation. Furthermore, the remaining questions will be aimed at understanding how people within the industry perceive (De-Fi) and whether they are in favour of a legislative framework. Additionally, the questions will determine whether people within the industry are concerned about the growing trend of (De-Fi). 

The researcher will follow the correct procedure, and an ethics form will be completed prior to the study. The ethics form will highlight all potential risks and outline how these risks will be managed. Moreover, before participating in the study, all respondents/participants will sign a consent form that will explain the study's purpose. Additionally, data gathered from the study will be stored on a password protected device and deleted once the research has been completed. Furthermore, respondents/participants will be assigned pseudonyms to protect their identity.

All of the interviews will take place online via Microsoft teams. Furthermore, the interviews will last for a maximum of twenty minutes. During the interview, prompts will be used to ensure the conversation stays on topic. Additionally, the interviews will be audio-recorded and transcribed using Microsoft word. Once the transcription is complete, the textual data will be analysed using thematic analysis. Moreover, the study will follow the six steps of thematic analysis outlined by Braun and Clarke (2006). 
The online survey will be designed on Google Forms and distributed online via LinkedIn and email. Furthermore, all respondents will be asked the same questions to ensure the process is fair. Additionally, the survey will be available for four weeks and will be taken offline after this period. Once 250 responses have been gathered, the data will be uploaded to Excel Spreadsheet, where each variable will be organised and numerically coded for further analysis. The data will then be uploaded to ‘SPSS’ software for detailed analysis (SPSS, N/a). Moreover, the data will be analysed using inferential and descriptive statistics (Sutanapong & Louangrath, 2015). 
The intended research will commence in October 2022 and finish in April 2023. Below is a Gantt chart which illustrates the timeline for the research study. 
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4. Ethical considerations and limitations of the proposed research.

Dudovskiy (2018) explains that every research project has its limitations. Moreover, it is important to consider any potential limitations that may impact the study results. Firstly, the research is restricted by time, which may negatively impact the results of the findings. Secondly, the phenomenon addressed in the study is a niche topic. Consequently, only a small number of academic papers address the research problem. Therefore, further research will need to be conducted to gain a stronger set of results.

Reliability and validity are the two most important factors to consider when designing a research study. Reliability refers to the accuracy and quality of a study. Furthermore, reliability ensures that the correct procedures are followed throughout the research process (Wagemaker, 2020). Moreover, validity refers to the feasibility of the proposed research methods and whether they will effectively measure the intended phenomena (McLeod, 2013). To establish validity, the research methods must derive meaning from the findings and help meet the study's overall aim. 

To ensure the research is reliable and valid, it is imperative to consider the role of bias throughout the research process. Identifying potential biases ensures the research can be critically reviewed and assessed by other researchers (Smith and Noble, 2014). The survey questions have been carefully considered, and the questions avoid using ambiguities. Furthermore, a pilot survey will be conducted with a sample size of 6 respondents. Conducting a pilot study will allow the researcher to assess the wording of each question and reveal whether there is enough variation in responses.  

Similarly, when conducting the interviews, the researcher must be conscious of their behaviour. It is essential that participants feel comfortable during the interview and are given enough time to respond to each question. Moreover, to ensure the interviews yield meaningful findings, the researcher must listen intently and avoid interrupting participants during the conversation (Pannucci and Wilkins, 2011). Furthermore, more than one researcher will be involved in the research study to prevent researcher error.  
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