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Abstract

The loan default occurs when a debtor is unable to meet the legal obligation of debt
repayment, Borrowers may default when they are unable to make the required pavment or
are unwilling to honor the debt. Loan default can be defined as the inability of a borrower

to [ulfil his or her loan obligation as at when due.

The researcher aims to achieve mainly [our objectives through this research, those are. to
find out whether credit policies contribute to loan defaulting in finance institutions in
Rathnapura District, to establish whether initial loan appraisal process contribute to loan
defaulting in finance institutions in Rathnapura District, to determine whether loan
recovery procedures contribute to loan defaulting in finance institutions in Rathnapura
District. to determine the overall institutional factors that contribute 1o loan delaulting in
finance institutions. In terms of research methodology. this study used a descriptive
research design. Sample were selected through gquota sampling method. out of the
700,150 branch managers sclected from 18 financial institutions in Rathnapura District.
Data were collecied from questionnaire and data analyzed using 5PS5 version 19.0 in
descriptive statistics. This study found that there are three institutional factors leads to
loan defaulting in the financial institutions in Rathnapura Di:-;lrict./_&iuch as credit policies,

initial loan appraisa process, redovery procedures.

‘

In-terms of loan defaulting, there is a higher-level loan defaulting through higher level
contribution of institutional factors in the ﬁna];cial_ipsriu}tinna iy Rathnapura Distriet.
When mns‘iflcr institutional factors. appreisal process, ﬁug_&'cr}.' pl‘b?ﬁ_&l‘lui'cﬂ have a higher-
level contribution for the loan defaulting bt credit ]]I:I“L:il:'il]‘lﬂ‘r'é an average level
wmrlhullun [ur ‘the ll:rau defaulting. Thare is a highest- lndjwnlrlbuuun to the loan
defaulting through Ir:mn recovery procedures Lmnparmfot]m variables | In the financial

institutions in Rathnapura District.
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