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Abstract

This study aims to examine the impact of implementing credit risk management
policies on reducing financial default in commercial banks. It seeks to
understand the credit risk management policies adopted by commercial banks,
identify the methods and mechanisms used to address credit risks, and explore
the causes of financial default within these institutions. Additionally, the study
investigates the approaches employed to address financial default and assesses
the extent to which credit risk management contributes to mitigating this
phenomenon.

The study adopts a descriptive-analytical methodology and utilizes a
questionnaire as the primary data collection tool. The questionnaire was
distributed to a random sample drawn from employees of a group of Saudi
commercial banks. A total of 33 wvalid responses were obtained and
subsequently analyzed, with hypotheses tested using the SPSS software.

The findings indicate that participants working in credit risk management
strongly agree with the credit risk management policies implemented in
commercial banks. The most commonly used method for addressing credit risks
is verifying borrowers’ credit histories. The study identifies economic crises
and successive losses in financed businesses as the primary causes of financial
default. In contrast, the most effective strategies for overcoming these
challenges include debt restructuring, identifying the reasons behind the client's
financial difficulties, and enhancing internal control and risk management
processes.

Moreover, the study confirms the role of credit risk management in reducing
the incidence of financial default. It also reveals a statistically significant impact
of credit risk prediction and follow-up/remediation strategies on financial
default.

The study concludes with several recommendations aimed at enhancing the
implementation of credit risk management policies to help mitigate financial
default in commercial banks.

Keywords: Risk Management, Risk Management Policies, Commercial Banks,
Financial Default.
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