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Abstract
Banks and financial institutions have to evaluate their applicants’ credit
risks before granting loans. However, the number of possible variables to
assessing applicants’ credit is numerous. There has not been any firm
conclusion found in literature as'of the choice of assessing variables. In
practice, loan applications are usually approved by different credit officers in
accordance with the loan amounts.. However, different credit officers might
put different emphasis on assessing variables. -This study examines the
decision factors affecting credit officers’ loan decisions in financial institutions
whose borrowers are mainly small- and-medium-sized enterprises. Base on
literature and the results concluded from interviewing field experts, this study
summarized the variables that could be included in assessing enterprises’ credit
risk. The concept of hierarchical structure was applied to classify these factors
and a questionnaire was constructed and distributed to be filled out by credit
officers. Using analytic hierarchy process to analyze the data collecting from
credit officers, this study explored their preference on the decision variables
and assigned weights to these variables based on these preferences. This
study conducted a survey targeted at credit officers in a Taiwanese financial

institution and found that the credit officers in that financial institution value
solvency ~ leadership of management ~ corporate financial structure and the

accounting system ~ and customers’ evaluation most. The study also found
that the credit officers at different management levels do have different
viewpoints toward the importance of these assessing variables. Base on the
finding of this study, it is suggested that financial institutions could consider to
associate different weights with different assessing variables and use multiple
credit-rating models in accordance with different level of credit officers.



Key Words: small- and medium-sized enterprises, analytic hierarchy process,
credit loan policy
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