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Abstract

The objectives of this research were to study (1) the behavior of members of Ibnu
Affan Islamic Cooperative, Limited; (2) the significance level of factors that led to non-
performing loans; and (3) the relationships between factors that led to non-performing loans.

This was a survey research. The study population was 12,496 members of Ibnu
Affan Islamic Cooperative, Limited, who owed non-performing loans to the cooperative as of
the accounting year ending 31 December 2013. Using the Taro Yamane method, a sample
size of 388 was selected using convenience sampling. The data collection tool was a
questionnaire with Likert scale evaluation. Data were statistically analyzed using frequency,
percentage, mean, standard deviation, and correlated coefficients.

The results showed that (1) most of the samples’ behaviors that made them
unable to pay back their loans were rated at “low” significance level. The behavior factors
that were rated at “medium” level were they had only a single source of income, their
expenses had risen since the time they requested the loan, and the cooperative did not charge
interest at a higher rate for default loan clients. (2) As for the significance of factors that led to
non-performing loans, internal factors were on average at low level before, during and after
loan approval, but those that were medium level were: before loan approval the cooperative
did not provide enough understanding about the process of loan extension, and after loan
approval, cooperative personnel or representatives offered merchandise in place of cash loans.
Among external factors, economic factors were overall medium significant, and the most
significant were the impact of economic depression, the high price of living that did not leave
enough income to pay back the loans, and the prices of members’ products dropped.
Environmental factors were overall of medium significance. The most significant were the
members had a lack of liquidity in their business or profession, their expenses were greater
than their income, their costs were high, they had invested beyond their means and had
financial problems, and they lacked working capital and reserve funds. (3) Analysis of the
relationships between member behavior factors, internal and external factors of the
cooperative, and the amount of unpaid loans that were non-performing loans indicated that
those that were statistically related at confidence level 0.05 were internal factors before and
after loan approval and the external factors of economic and environmental factors. Analysis
of the relationships between member behavior factors, internal and external factors of the
cooperative, and the duration of unpaid loans that were non-performing loans indicated that
those that were statistically related at confidence level 0.05 were behavior factors and the
external factors of economic and environmental factors.

Keywords: Non - Performing Loan, Ibnu Affan Islamic Cooperatives Ltd.
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