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The Internal Determining Factors Of Direct Credit Granting
Decision, and their Effects on Bad Debit
An Empirical Study of Jordanian Commercial Banks During
the Period (1998-2003)

Prepared by: Ayman Ishaq Al-Laham
Supervised by: Dr. Heil Ajmi Al-Janabi

The primary focus of this study is to identify and test the relativity
between the determining internal factors of granting direct credit
decisions and bad debt through three stages: internal bank environment,
decision making, and the feedback stage which is essential as it maintains
and ensures the follow up of direct credit. Each stage obtains three
participating aspects and they are the bank officer, direct credit
department, and the administration party.

The study proposed and utilized both quantitative and qualitative
methods by designing a special questionnaire which was distributed to
commercial banks and staff. The questionnaire adopted the (Licard Scale)
method analyzing the activities of the parties concerned with granting
direct credit. Two hundred thirty-two questionnaires were collected which
is 81% of the distributed questionnaires.

The study contains three main hypothesizes regarding the stage of
granting direct credit according to the time every stage occurs. Each
main hypothesis consists of three sub hypothesizes depending on the null
hypothesis. As a result of the statistical test on this model, it became
evident that there were no significant relationships between the internal
bank environment and the decision making from one side, and from the

other one.
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Furthermore, the results also depicted a significant relationship
between the stage of following-up of the granted credit and the bad debt.
In addition, post-questionnaire results indicated that the researchers
in the study observed an increase in the percentage of bad debt,
especially in the 2001 and 2003 due to the lingering issues in the banking
sector period, the lack of an effective feedback methodology to
follow-up with the customers.
In conclusion, it is both beneficial and necessary to continue
training aimed at assisting, controlling, and establishing a system of
early alarms which could reveal any problems before they would occur

preventing any unwanted issues.
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