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Abstract

This study was conducted in 1997 through collection of 400 sampling units which
were divided into two groups: 300 debtors and 100 persons who got involved in bank
credit. Significant variables related to factors causing a risk to bank credits were studied by
means of analysis through classifying the debtors into 6 groups according to their qualities,
ranking from the best down to the bad debtors. They were then signified by the symbol of
debt qualities, Al through A6, respectively. The study findings reveal that the cause of no—
quality debt is due to tﬁc fact that debtors have no experience and technical skills in their
business administration, which, as a consequence, brought about ineffectiveness in business
operation. In addition, family problems resulted from divorce also affected debt payment by
the debtors because each party refused to pay debt. Moreover, owing to current economic
crisis the debtor has been confronting financial shortage and having an off-bank debt which

involves higher interest. As a consequence, debtors expected to pay an off-bank debt first



and gave no cooperation in paying or manipulating the debt because they saw no importance
of debts owed to the bank, which affected debt quality, monetary liquidity and circulation in
banking system. As regards guaranteeing =zssets, it is found that some of them are
questionable because they have no liquidity and are not strong enough since their value is
almost equivalent to that of debt amount. In particular, in time of financial recession,
internally and externally, like today the debtor’s business is suffering its downturn because
the production of goods and services and debtors’ businesses are experiencing keen

competition, affecting their capabilities to pay debts to the banks.

The following are suggestions designated for those who get involved in bank credits in
charge of administrating them. They have to be vehemently cautious and selective, basing
on principles of credit analysis such as personal backgrounds of debtors. This task has to be
carried out through experience and empirical investigation of data made available by debtors,
including their life history and responsibility. Additionally, monetary liquidity and financing
funds are importantly conducive to debi-paying capability because they directly effect debt
quality and bank liquidity. In view of guaranteeing assets, they must be strong, not prone to
depreciation but possessing high liquidity because the assets are regarded as the most
important for reducing possible risks and creating confidence to the banks in case a problem
arises and a lawsuit has to be taken. As for considering credits, it must be made
systematically and carefully. Once credits have been released, controlling and following up
debts should be conducted regularly in order to sustain the best quality debt. If the debt
problem arises, its solution must be found out simultaneously. Besides, information
concerned must be followed up regularly in order to catch up with upcoming situations to
enable banking business highly efficient and conformable to the government banking and

financing policy.



