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1.1 Introduction 

The disadvantages of the banking system in a country, whether developed or developing, might lead to 

threatening the financial stability within the country and internationally, taking into consideration that the 

need to enforce the financial systems has taken an increasing interest in the financial market. The 

announcement that was released at the end of the Economic Summit in the city of Leon, France, in June 

1997, has encouraged taking effective procedures in this area, where many governmental foundations, 

including the Basel Committee, Bank for International Settlement and the World Bank, have looked into 

the methods to enforce the financial stability in different countries of the world (Arab Union Bank, 2003, 

pg 23). 

 

In regards to the suggestions of Basel committee, we find that it reflects another development in the 

financial and monetary international life, which is the subjection of the financial and monetary activities 

to the international rules and regulations increasingly. The Basel Committee has started to responsibly 

setting rules and standards – in banks management field. Although rules and regulations set by the Basel 

Committee did not reach the legal commitment level, however, they have a big effect on influencing the 

different aspects of the local control and supervision systems in the banking sector generally, which is 

another form of the modern globalization forms in the banks’ management field. (Arab money fund, 

2004). 

 

On the other hand, we find that Basel agreement 2 represents one of the greatest developments in the 

banking industry in both developed and developing countries all over the world during the last decade, 

which was adopted by the active banks internationally, as many developing countries’ banks have turned 

into applying this agreement for what it provides of support to the banking system, and what it contributes 

in overcoming the weaknesses that emerged as a result of the world’s financial crisis. (Hassan and 

Hussain, 2006). 

 

1.2 The problem of the study and questions 

 

Applying the decisions of the Basel 2 agreement, which is considered as a primary foundation for the 

stability and safety of the banking sector, and thus the stability of the local economies to each countries, 

requires the banks’ preparation by using their resources to face credit risks, market risks and operations 

risks, where the right ways to evaluate and treat those risks and must be available at the banks, this is 

provided by Basel 2 agreement, and since this agreement was effected in 2006, it is important to know the 

level of commitment of the Jordanian commercial banks in applying the principles and regulations of 

Basel 2. 

Based on the above, we can state the problem of the study as follows: 

 

1. Did the Jordanian commercial banks provide the Basel principles and rules application requirements in 

relation to the three aspects, assets and liabilities maturity, risk management and full disclosure 

requirements? 
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2. What is the extent of commitment of the Jordanian commercial banks in applying the principles and 

decisions in relation to the three aspects, assets and liabilities maturity, risk management and full 

disclosure requirements? 

3. Are there any statistically significant differences between the commercial banks in regards to applying 

the principles and rules of the Basel in relation to the three aspects, assets and liabilities maturity, risk 

management and full disclosure requirements? 

 

1.3 Study hypothesis 

 

This study is developed from the following hypothesis: 

 

H01: There is no statistically significant relationship at (0.05) between risk management in commercial 

banks and the commitment with the rules of Basel 2. 

 

H02: There is no statistically significant relationship at (0.05) between the strength of the internal controls 

system in commercial banks and the commitment with the rules of Basel 2. 

 

H03: There is no statistically significant relationship at (0.05) between the agreement of assets and 

liabilities maturity in commercial banks and the commitment with the rules of Basel 2. 

 

H04: There is no statistically significant relationship at (0.05) between the agreement full disclosure 

requirements in commercial banks and the commitment with the rules of Basel 2. 

 

1.4 The study model: 

 

Independent Variables       Dependent Variables 

 

 

 

 

 

 

 

 

Basel 2 agreement provides effective banking control of the banking institutes, and thus this agreement is 

considered to be a primary element of the banking system safety elements, accordingly, undertaking such 

study is essential to follow up the performance of the Jordanian banking system which in turn reflects the 

safety of the Jordanian economy by applying the principles and standards of Basel 2 and committing to it. 

 

1.7 The study objectives 

 

The study has the following objectives: 

 

1. To check whether the Central Bank of Saudi is committed to applying the decisions of Basel 2 by 

studying the memos issued by those banks. 

Basel 2 principles and decisions: 

- Risk Management. 

- Internal control system. 

- Assets and liabilities 

maturity compatibility. 

- Full disclosure 

requirements. 

 

 

The level of commercial banks 

commitment in applying the 

Basel 2 decisions. 
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2. Recognizing the challenges facing commercial Jordanian banks in applying the principles and 

standards of the Basel 2 in relation to internal control systems, accruing of assets and liabilities, risk 

management and full disclosure requirements.  

3. Recognizing the extent of commercial banks in Jordan in committing to the principles and decisions of 

Basel 2 in relation to internal control systems, accruing of assets and liabilities, risk management and full 

disclosure requirements. 

4. Recognizing whether there are statistically significant differences between Jordanian commercial 

banks when it comes to committing to the Basel 2 decisions and standards in relation to internal control 

systems, accruing of assets and liabilities, risk management and full disclosure requirements. 

 

Theoretical frame and previous studies. 

 

First part: Theoretical frame. 

 

2.1 Basel Committee founding 

 

The Basel committee was established in 1974 by the central banks governors in the ten industrial 

countries (Belgium, Canada, France, Germany, Italy, Japan, The Netherlands, Sweden, Switzerland, 

United Kingdom, United States and Luxemburg), in order to formulate banking regulations and control 

practices, based in Basel in Switzerland, where the Bank for International Settlement is based leaded by 

Cooke from the Bank of England, and this committee has took its name from the Swiss city of Basel. 

 

In 7/12/1987, the governors of the central banks of the aforementioned countries made a meeting in Basel 

to discuss the first report of the Basel committee, which targeted accomplishing compatibility between the 

control rules and practices in relation to the capital and its standards. 

In 10/12/1987 the governors have approved the report, and they recommended to publish the report 

between the countries who are members in the group and others in order to be studied by the banks and 

banking unions within six months in order to consult and receive feedback. 

 

In July 1988, the committee has finalized the report after studying the feedbacks recommendations 

received where the governors have issued the Basel agreement 1988. 

 

The Basel committee has decided a unified standard to measure the amount of capital in 1988, to be 

obligatory to all working banks as an international standard in order to show the strength of the financial 

position of a bank and strengthening the depositors trust from the efficiency perspective, thus all banks 

are committed that its capital to assets (after calculating the credit risk) rate to 8% minimum, where all 

banks must be in line with this rate by the end of 1992. (AbdulHamid, 2001). 

 

It must be pointed out that the Basel committee is a technically consulting committee that does not 

depend on an international contract, and does not own any international authorities, where its decisions 

are not directly obligatory, but it has more of a rule and general supervising standards setting role and 

recommends the best ways to apply those rules (Nafee, 2004). Those decisions become obligatory by the 

memos issued by the central banks all over the world to the working banks. 

 

2.2 Basel Committee Objectives 
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The Basel Committees goals are as follows (Training Center – Bank of Palestine): 

 

First: Helping the strengthening and the stability of the international banking system, after the increase in 

the debts of the third world countries, where the banks and mainly the international ones have increased 

its loans to the developing countries during the seventies of the past century on one hand, whereas the 

paying ability of those countries has decreased on the other, exploding the world financial crisis. 

 

Second: Eliminating the unfair competition between banks represented in: 

 

1. The competition of the Japanese banks, where those banks were able to immigrate strongly to the 

European market, and controlled the international financing market by 38%, which is a phenomenon 

that lasted for several years, and made 7 out of 10 of the world’s largest banks in 1988 Japanese. 

 

2. The recent developments in international banking, where the international banking has witnessed a 

series of quick developments, leaded by the increase of the international orientation to freeing the 

financial markets from constraints including lists and obstacles limiting the depth of the banking 

activity, in addition to developing new technologies increasing the competition between banks. 

For the purpose of accomplishing these goals, the Basel committee was able to issue a standard in 

relation to the capital measurement stating that the rate of the main capital to the credit risk amount 

must be 8%. 

 

2.3 Basel Agreement 2 

Many reason caused reviewing the Basel 1 agreement, the main reasons were (AlToni, 2003): 

 Dividing risks into four categories is not an enough division to reflect an accurate picture 

of the quality of the bank’ assets. 

 

 The renovations that were witnessed by the banking sectors primary aiming to avoid the 

negative effects of the Basel standard (such as transforming loans into marketable bonds) and the 

credit derivatives partially developed as a result of the Basel committee standards causing 

decreasing the efficiency of the agreement. 

 Despite the success of the Basel committee in increasing the capital of the banks 

internationally during the last ten years, the financial developments have created risks that are not 

covered by the Basel standard frame where this agreement became less obligatory and considered 

as guidelines to be followed. 

 

a) Goldstein project to strengthen the banking international standards: 

 

 Its objectives were as follows: 

 More disclosure and transparency in regards to the extent of the government interference in the 

banking sector operations, where the standards set the minimum level of transparency to be 

applied in this field. 

 

 Changing the currently worked in capital standard, differentiating between two main types of 

international banking systems, the first specialized to the countries that are still influenced by the 

consequences and problems of the banking crisis which have a higher risk level and thus the 

percentage of adequacy of capital must be 12% minimum, whether the country is developing or 
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industrial, whereas the second type of countries are the ones having a higher level of stability in its 

banking sector and herein the degree of risk is reasonable and the 8% standard is applied. 

 

 

  Giving the International Bank and the International Monetary Fund a bigger role in the 

supervision of the international banking operations and granting them the right to issue special 

warnings to each country in the case of increasing the banking system risk indicators and 

exposure. 

 

 Motivating the privatization of commercial banks owned by the government increasing the 

competition between the banks and narrowing the role of the country, where the international bank 

and the international monetary fund will have an effective role too. 

 

b) Recommendations of International Monetary Fund: 

 

The biggest recommendations are enhancing the accuracy of credit risks accuracy and increasing the 

dependability on the international classifications agencies in this area. Taking into consideration the 

failure of those agencies in predicting the Asian before it happens in the period 1997 – 1998, and 

finally in the Argentinean and Brazilian crisis. In addition, it leads to putting more authority in the 

hands of the classification agencies, especially that the developing countries that are in the transition 

period are afraid from the injustice of classification, adding to that the classification agencies that are 

not excited for this task or the semi governmental roles. 

The discussion concentrated on the conditions of choosing classification agencies taking into 

consideration the regulations of the internal classification related to the local banks. The 

recommendations of the fund have included as well enhancing the supervising role and working on 

creating organization and compatibility between the accounting systems and increasing the level of 

disclosure and transparency. In addition to the agreement on quality approximations that reflect the 

efficiency of the banking management, systems power, financial control and the safety of strategic 

planning. 

 

2.4 Basel Agreement 2 Characteristics: 

 

The Basel agreement can be summarized as per the below: 

 

1. A full look at risks: The new amendment as per the Basel 2 agreement came from a wider idea 

regarding risks exceeding credit risks to immigrate other kinds of risks such as operations s-risks, 

in addition to that dealing with risks is not limited to providing the minimum capital value but it 

demands the observance of a full system of healthy bank management principles (Khouri, 2004 pg 

20). 

2. Higher sensitivity in the market towards risk estimation: The arbitral estimation which is 

similar to the managerial or organizational estimation overpowered risk assessment, since loans 

granted to OECD countries and banks are risk free whereas the others are subject to 8%.  

Thus, the risk assessment process became similar to a mathematical mechanical process. Here, 

Basel 2 came to add more significance to market’s estimation to these risks, as the primary idea of 

Basel 2 risks concept is that it became more sensitive to market estimations (Arab monetary fund, 

2004). 
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3. Cancelling discrimination with increasing flexibility: Basel 2 orientations was to depend on the 

market’s risk assessment and thus cancelling the discrimination between the OECD countries and 

other countries, where Basel 2 came to provide more flexibility than that provided by Basel 1 for 

banks in relation to its new capital adequacy standard application. 

 

2.5 The Three foundations of the Basel 2 agreement: 

 

Basel 2 aims to building a strong organizational and control foundation on capital adequacy, adopting 

transparency and market disclosure and enhance the risk management methods and thus the financial 

stability (Hasan, 2006). The new frame of the capital adequacy consists of three foundations 

(Mahmood, 2003): 

1. Minimum capital requirements. 

2. Capital requirements reviewing control. 

3. Market discipline. 

 

Minimum capital requirements: 

 

In this foundation, setting the capital’s minimum requirements is done where it contributes in helping 

banks in risk management and measurement through setting the rate that must be maintained of 

capital compatible with the risks value that any bank might be exposed to, those risks are credit risks, 

market risks and operation risks. In general, according to Basel 2, the rate of capital adequacy related 

to bank is 8% of the total assets exposed to risks plus market risks. 

The banks governors of the ten industrial countries central banks have agreed in December 1995 to 

the following amendments regarding the capital adequacy standard in order to cover the market risks 

as follows (Mahmood, 2003): 

 

a) Adding a third slab to capital represented in 2 years support loans used to cover market risks only. 

b) That it covers the following market risks: 

- Currency fluctuation risks linked to the bank’s assets and liabilities, post balance sheet 

transactions including obligations and commercial commitments but not including long term 

investment. 

- Currency fluctuation risks for all open currency centers and rare metal (gold, silver) centers. 

- Bonds and stock prices fluctuations risks. 

 

And in relation to calculating the credit risk, there are three ways to calculate within the Basel 2 

agreement boundaries, which are: Patterned or standardized method, main internal classification 

method and advanced internal classification method. Whereas in Basel 1, we find that the credit risk 

measuring falls within the predetermined risks by the Basel committee. 

Whereas regarding operational risks, there are three methods to calculate the minimum capital, these 

are: Primary indicator method, standardized method and advanced measurement method. 

 

Differences between Basel 1 and Basel 2: 

 

The differences between Basel 1 and Basel2 can be summarized in the following 3 points:  

1. Differences related to capital calculation. 
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2. Adding items related to the banks supervising committees’ roles in controlling capital adequacy 

and risks management methods. 

3. Adding transparency and disclosure requirements in order to provide more information related 

banks’ capital adequacy and risk management and its measurement and management tools. 

 

Previous Studies: 

 

1. (Abu Salah, AbdulKareem Study, 2007) titled Operational risks as per the Basel 2 

requirements. 

 

The study aimed to identifying the operational risks generally and the mechanism of calculating the 

capital needed to face those, the healthy practices in its management, and the efficiency of the 

Palestinian banks in managing and controlling operational risks according to healthy practices. The 

sample of the study was represented by the 21 Palestinian working banks that received the 

questionnaire. The results showed that the commitment level to the basic principles of operational 

risks management is low, and it recommended developing a new strategy in relation to risk 

management in line with the standards. 

 

2. (Abu Kamal Study, 2007) titled Modern credit management in banks according to the Basel 2 

standards. 

This study aimed to evaluate the credit risks management systems adopted by the working 

Palestinian banks, in addition to setting a framework helping those banks to develop credit 

management systems based on the banking standards and instructions. Descriptive analysis was used 

by developing a questionnaire that resulted in showing that it is hard for banks to measure credit risks 

according to Basel 2 due to the lack of the necessary support to apply these modern methods.  

The study recommended that the banks must ensure that there is specialized risk management related 

to credit risks working on identifying, measuring and controlling credit management and the 

efficiency of the tools used to face and solve such risks. 

3. (Klab, 2007) titled: The motives of Basel 2 application, analytical study on Palestinian working 

banks. 

The study aimed to apply the principles of Basel 2 and to identify the internal and external challenges 

facing Basel 2 application, in addition, identifying the steps undertaken by the control authorities 

such as the Palestinian Cash Authority in order to apply the Basel 2 standards. 

The study results showed that the Palestinian working banks face many challenges in applying the 

Basel 2 standards mainly represented in the lack of strategies and trained human resources and the 

inadequacy of the accounting standards. The study has recommended that the Basel 2 standards must 

be applied as a response to international control requirements, in addition to setting full evaluation 

plans related to capital adequacy and working on independent risk management including credit, 

operational and marketing risks. 

4. (Hindawi Study, 2006) titled: Adaption with the Basel 2 requirements. 

The study aimed to uncover the adaptability of the banking sector in Jordan with the Basel 2 

requirements, the sample included the 23 working Jordanian banks, and the result showed that the 

Jordanian banking sector has high ability to adapt with the Basel 2 requirements in its three areas 

(capital adequacy, control process and full disclosure). 

5. (FICCI, 2006) titled: A challenge and an opportunity to Indian Banking. 
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The study aimed to analyze the preparation level of Indian private and public banks in order to 

execute the new Basel 2 capital adequacy standard. The study resulted that 87% of the banks are 

ready to execute Basel 2 standards on time, where the mechanism to apply these standards was set, 

in addition 77% of the banks have developed an Information Technology system in order to apply 

the requirements of the third area (market discipline). 

5. (Kenatro Tamura Study, 2005) which aimed to clarify the effects of the political variables on 

applying Basel 2 in relation to capital adequacy.  

 

Method and Procedures 

 

3.1 The study sample and population: 

The study population consists of the 13 Jordanian Banks listed in the stock market during 2010. 

Whereas the study sample will be determined after eliminating Islamic and foreign banks in Jordan, as 

the final number of the sample will be 10 banks. 

3.2 The study variables: 

Dependent variables: represented by the principles and standards of the Basel 2 agreement in relation to 

the areas related to control procedures, the compatibility between assets and liabilities, risk 

management and full disclosure. 

Independent variable: represented by the commitment level of commercial Jordanian banks. 

 3.3 Data Sources: 
This study depends on the descriptive analysis methods in order to identify the commitment level of the 

Commercial Jordanian banks in applying the banking control Basel 2 standards and principles, where 

the following sources will be relied upon: 

a) Secondary sources: Books related to the study subject, master’s thesis, PHD thesis and websites. 

b) Primary sources: Represented by the questionnaire that will be distributed on the study sample 

of the Commercial Jordanian banks. 

3.4 Study methods: 

To achieve the objectives of this study, a questionnaire was used and distributed to the sample. 

CronbachAlpha was used to assure the method’s relevance as the questionnaire measures the desired 

factors reliance, which is related to the nature of the CronbachAlpha factor, where getting Alpha ≥0.6 

is considered in application an acceptable value. 

 

Table (3 – 1) 

The CronbachAlpha Factor 

 

No Statement Number of 

Paragraphs 

Value 

First Area: Challenges facing commercial banks in applying the Basel 2 principles 

1 Compatibility between assets and liabilities terms 5 0.881 

2 In relation to internal controls 4 0.899 

3 Related to full disclosure 4 0.894 

4 Sum of first area paragraphs 13 0.956 

Second Area: Banks commitment in applying Basel 2 principles and standards 
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5 Compatibility between assets and liabilities terms 4 0.906 

6 In relation to internal controls 3 0.931 

7 In relation to risk management 3 0.933 

8 Related to full disclosure 3 0.933 

9 Paragraphs Sum 23 0.973 

 

The CronbachAlpha factor indicates that the study has a high steadiness level and its ability to achieve 

the study aims, where the table shows that the CronbachAlpha factor is 0.973 which is a high level, as 

such, the study paragraphs are considered to be strongly connected and coherent. 

 

3.5 Descriptive analysis and hypothesis testing: 

This part is related to the descriptive analysis such as mean and standard deviation and importance. In 

light of the answers of the sample, in addition to the descriptive analysis to test the hypothesis, the 

results were as follows: 

 

3.5.1 Demographic variables of the study sample 

 

The demographic variables include the following: age, gender and educational qualification as shown 

in the below table: 

 

Table (1.4) 

The distribution of the study sample according to the demographic variables 

 

No Variable Category Frequency Percentage 

1 Gender 
Male 26 52 

Females 24 48 

Total 50 100 

2 Job 

Accountant 25 50 

Chief Accountant 3 6 

CFO 3 6 

Department Head 5 10 

Auditor 5 10 

Vice Principal 9 18 

Total 50 100 

3 Educational 

Qualification 

Bachelors 33 66 

High Diploma 5 10 

Masters 9 18 

PHD 3 6 

Total 6 100 
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4 Years of Experience 

Less than 5 years 14 28 

5 – 10 years 9 18 

11 – 15 years 12 24 

More than 15 years 15 30 

Total 50 100 

 

We notice that the sample included close percentages of males and females, and the accountants were 

50% of the sample, and Bachelors carriers formed 66% of the sample, the number of years of 

experience was close in the sample, which indicates that the sample was chosen reliably and 

efficiently as the demographic characteristics of the sample individuals showed their knowledge in the 

Basel 2 committee standards. 

 

3.5.2 Study variables characteristics 

The primary demographic indicators aim to clarify the variables that were depended in studying the 

challenges and difficulties facing commercial banks in applying the Basel 2 principles among the 

study sample, where the mean and the standard deviation for each area was calculated for separately 

where each area included all the variables and the importance levels. 

 

First: Challenges facing Jordanian Commercial Banks in applying the Basel 2 principles and standards 

Table (2-4) shows the descriptive standards and the evaluating Challenges facing Jordanian 

Commercial Banks in applying the Basel 2 principles and standards and the related mean and 

standard deviation, grade and relative importance 

Table (2-4) 

 

No Statement Mean Standard 

Deviation 

Grade Importance 

A Capital Adequacy     

1 Merger is considered to be the most successful 

way for banks suffering from capital inadequacy 4.02 1.14 1 High 

2 The internal and private classification method 

related to credit risk assessment is more accurate 

than the standardized method. 
3.71 1.17 4 High 

3 The risk management process in banks is 

continuously updated. 3.63 1.19 5 Medium 

4 Enough capital necessary to face risks is 

available in banks. 3.75 1.34 3 High 

5 The capital adequacy is calculated accurately in 

banks. 4.00 1.20 2 High 

 Mean and standard deviation related to the 

capital adequacy standards 3.82 1.21  High 

B Internal control system     
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6 Banks face difficulties in the internal controls 

systems related to supervision and the integrity 

of the managerial process. 
3.81 1.31 2 High 

7 Risk management in banks does not have enough 

resources and qualified staff to do the work. 3.90 1.20 1 High 

8 Banks does not have a complete database related 

to risk management. 3.61 1.25 4 Medium 

9 External auditors revise the bank’s capital 

adequacy assessments. 3.65 1.16 3 Medium 

 Mean and standard deviation related to the 

Internal control system 3.74 1.23  High 

C Full disclosure requirements     

10 Continuous full disclosure increases the banks 

liabilities in the periodic report 3.47 1.26 4 Medium 

11 Full disclosure is conflicted with the banks 

confidentiality of sensitive information  3.71 1.88 3 High 

12 The banks policies do not set the full disclosure 

requirements clearly 3.76 1.18 2 High 

13 The bank’s policy does not set the internal rules 

to ensure full disclosure. 3.84 1.41 1 High 

 Mean and standard deviation related to the 

Full disclosure requirements 3.69 1.26  High 

 General Mean and standard deviation 3.76 1.23  High 

 

The results of (2-4) indicates that the level of challenges facing Jordanian Commercial banks in 

applying the standards and principles of Basel 2 is high where the arithmetic mean was 3.76 and the 

standard deviation was 1.23. 

In addition, the results of the table indicate that the level of the relative importance related t0 (capital 

adequacy) is high with an arithmetic mean of 3.82 and standard deviation of 1.21. 

The level of the relative importance related to (internal controls systems) is high with an arithmetic 

mean of 3.74 and standard deviation of 1.23. 

The level of the relative importance related to (full disclosure) is high with an arithmetic mean of 3.80 

and standard deviation of 1.41. 

Finally, the level of the relative importance related to (full disclosure) is high with an arithmetic mean 

of 3.80 and standard deviation of 1.41. 

In general, the above indicators ensure that the study individuals agree that there are challenges and 

difficulties facing commercial banks in applying the principles of Basel 2 but generally assure that the 

fair application of these standards exits. 
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Second: The commercial Jordanian banks commitment in applying the principles of Basel 2. 

Table (3-4) shows the standards of describing and evaluating the commercial Jordanian banks 

commitment in applying the principles of Basel 2, including the arithmetic mean and the standard 

deviation. 

Table (3-4) 

No Statement Mean Standard 

Deviation 

Grade Relative 

Importance 

A Capital adequacy     

14 A credit risks measuring system is available 

in banks.  3.71 1.33 1 High 

15 A market risks measuring system is 

available in banks. 3.65 1.41 3 Medium 

16 An operational risks measuring system is 

available in banks. 3.69 1.46 2 High 

17 The bank has the ability to predict the 

probability of the occurrence of certain risks  3.61 1.28 4 Medium 

 The mean and standard deviation of 

Capital adequacy standard 3.66 1.37  High 

B Internal control system     

18 Risks measuring and evaluating systems are 

periodically tested for efficiency. 

 

3.78 1.37 1 High 

19 Banks risks management has the enough 

independence to operate. 3.75 1.18 2 High 

20 Banks risks management has clear 

responsibilities related to its work nature 3.69 1.21 3 High 

 The mean and standard deviation of 

internal control 3.74 1.25  High 

C Full disclosure     

21 The full disclosure process in banks is 

subject to evaluation and supervision in 

order to determine it adequacy and quantity. 
3.41 1.30 3 Medium 

22 Full disclosure must be compatible with the 

materiality and frequency standards. 3.49 1.27 2 Medium 

23 The bank has a formal policy approved by 

the management board in relation to full 

disclosure. 
3.73 1.15 1 Medium 
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 The mean and standard deviation of full 

disclosure 3.54 1.24  Medium 

 General mean and standard deviation 3.66 1.29  High 

 

The above table results indicate that the commitment level of commercial banks in applying the 

principles of Basel 2 by relative importance is high, with a mean of 3.66 and a standard deviation of 

1.29. 

The table results indicate that the measurement level of capital adequacy is high with a mean 3.66 and 

median 1.37. 

The measurement level of internal control is high with a mean 3.74 and median 1.25. 

The measurement level of full disclosure is high with a mean 3.54 and median 1.24. 

Generally, the above indicators ensure that commercial banks are not fully committed to applying the 

Basel 2 standards, but agree that there is a fair level of commitment. 

3.5.3 Hypothesis Testing: 

The researcher has tested the primary hypothesis, based on accepting or rejecting the hypothesis by 

using one sample t test in order to identify the means differences and identifying the differences 

between the banks by using the one way ANOVA test, and the primary hypothesis will be tested 

through the following secondary hypothesis: 

 

First Hypothesis H01: There is no statistically significant relationship at 0.05 between risk 

management in commercial banks and committing to the Basel 2 standards. 

The hypothesis was subject to one sample t test to test the differences between the mean from the 

reference mean which is 3, the results came as follows: 

Table (4-4) 

 Arithmetic 

Mean 

Standard 

Deviation 

DF Calculated T SIG 

Existence of challenges in 

applying Basel 2 standards 
3.82 0.999 49 5.857 0.000 

 

The above table shows that the mean of existence of challenges in applying Basel 2 standards in 

relation to capital adequacy is 3.82 which is greater that the reference mean which is 3, in addition to 

the SIG value which is 0.05 ≥0.000 which causes refusing the first nil hypotheses HO and accepting 

the substitute hypotheses Ha stating that challenges in applying Basel 2 standards exist in relation to 

capital adequacy. 

 

Second Hypothesis H02: There is no statistically significant relationship at 0.05 between the internal 

control system in commercial banks and committing to the Basel 2 standards. 
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The hypothesis was subject to one sample t test to test the differences between the mean from the 

reference mean which is 3, the results came as follows: 

Table (4-5) 

 Arithmetic 

Mean 

Standard 

Deviation 

DF Calculated T SIG 

Existence of challenges in 

applying Basel 2 standards 

in relation to internal 

controls 

3.74 1.01 49 4.774 0.000 

 

The above table shows that the mean of existence of challenges in applying Basel 2 standards in 

relation to internal controls is 3.74 which is greater that the reference mean which is 3, in addition to 

the SIG value which is 0.05 ≥0.000 which causes rejecting the first nil hypotheses HO and accepting 

the substitute hypotheses Ha stating that challenges in applying Basel 2 standards exist in relation to 

internal controls. 

 

 

Third Hypothesis H03: There is no statistically significant relationship at 0.05 between the assets and 

liabilities compatibility in commercial banks and committing to the Basel 2 standards. 

The hypothesis was subject to one sample t test to test the differences between the mean from the 

reference mean which is 3, the results came as follows: 

Table (4-6) 

 Arithmetic 

Mean 

Standard 

Deviation 

DF Calculated T SIG 

Existence of challenges in 

applying Basel 2 standards 

in relation to assets and 

liabilities compatibility 

3.69 1.03 49 5.221 0.000 

 

The above table shows that the mean of existence of challenges in applying Basel 2 standards in 

relation to assets and liabilities compatibility is 3.69 which is greater that the reference mean which is 

3, in addition to the SIG value which is 0.05 ≥0.000 which causes rejecting the first nil hypotheses 

HO and accepting the substitute hypotheses Ha stating that challenges in applying Basel 2 standards 

exist in relation to assets and liabilities compatibility. 

Forth Hypothesis H04: There is no statistically significant relationship at 0.05 between the full 

disclosure in commercial banks and committing to the Basel 2 standards. 

The hypothesis was subject to one sample t test to test the differences between the mean from the 

reference mean which is 3, the results came as follows: 
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Table (4-7) 

 Arithmetic 

Mean 

Standard 

Deviation 

DF Calculated T SIG 

Existence of challenges in 

applying Basel 2 standards 

in relation to full 

disclosure 

3.66 1.17 49 4.03 0.000 

 

The above table shows that the mean of existence of challenges in applying Basel 2 standards in 

relation to full disclosure is 3.66 which is greater that the reference mean which is 3, in addition to the 

SIG value which is 0.05 ≥0.000 which causes rejecting the first nil hypotheses HO and accepting the 

substitute hypotheses Ha stating that challenges in applying Basel 2 standards exist in relation to full 

disclosure. 

Hypothesis: There is no statistically commitment in applying the Basel 2 principles in relation to 

control supervision. 

The hypothesis was subject to one sample t test to test the differences between the mean from the 

reference mean which is 3, the results came as follows: 

Table (4-8) 

 Arithmetic 

Mean 

Standard 

Deviation 

DF Calculated T SIG 

Commitment in applying 

the Basel 2 principles in 

relation to control 

supervision. 

3.73 1.05 49 5.041 0.000 

 

The above table shows that the mean of here is no statistically commitment in applying the Basel 2 

principles in relation to control supervision is 3.73 which is greater that the reference mean which is 3, 

in addition to the SIG value which is 0.05 ≥0.000 which causes rejecting the first nil hypotheses HO 

and accepting the substitute hypotheses Ha that there is a commitment in applying the Basel 2 

principles in relation to control supervision. 

Hypothesis: There is no statistically commitment in applying the Basel 2 principles in relation to full 

disclosure. 

The hypothesis was subject to one sample t test to test the differences between the mean from the 

reference mean which is 3, the results came as follows: 
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Table (4-9) 

 Arithmetic 

Mean 

Standard 

Deviation 

DF Calculated T SIG 

Commitment in applying 

the Basel 2 principles in 

relation to full disclosure. 

3.65 1.06 49 3.654 0.001 

 

The above table shows that the mean of here is no statistically commitment in applying the Basel 2 

principles in relation to full disclosure is 3.65 which is greater that the reference mean which is 3, in 

addition to the SIG value which is 0.05 ≥0.001 which causes rejecting the first nil hypotheses HO and 

accepting the substitute hypotheses Ha that there is a commitment in applying the Basel 2 principles 

in relation to full disclosure. 

Hypothesis: There are no statistically significant differences between commercial banks in Jordan in 

relation to applying Basel 2 standards in relation to capital adequacy. 

This hypothesis was subject to the one way ANOVA test to determine the differences between 

commercial banks and the results came as follows: 

 Variance 

Source 

SOS MS DF Calculated 

F 

Sig 

Capital 

adequacy 

differences 

Between 

groups 

12.871 1.430 9 1.605 0.147 

Within 

groups 

35.648 0.891 40 

Total 48.519  49 

 

The above table shows that there are no differences between banks in applying the Basel 2 standards 

in relation to capital adequacy and 0.05 where calculated F was 1.605 compared to indexed F with is 

5.123, as such, the difference is considered to be non significant and accordingly we accept the nil 

hypothesis and reject the substitute stating that: 

There are statistically significant differences between commercial banks in Jordan in relation to 

applying Basel 2 standards in relation to capital adequacy. 

Whereas the hypotheses stating that there are no statistically significant differences between 

commercial banks in Jordan in relation to applying Basel 2 standards in relation to supervision 

control. 

This hypothesis was subject to the one way ANOVA test to determine the differences between 

commercial banks and the results came as follows: 
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 Variance 

Source 

SOS MS DF Calculated 

F 

Sig 

supervision 

control 

differences 

Between 

groups 

11.676 1.297 9 1.367 0.235 

Within 

groups 

37.950 0.949 40 

Total 49.626  49 

 

The above table shows that there are no differences between banks in applying the Basel 2 standards 

in relation to capital adequacy and 0.05 where calculated F was 1.367 compared to indexed F with is 

5.123, as such, the difference is considered to be non significant and accordingly we accept the nil 

hypothesis and reject the substitute stating that: 

 

There are statistically significant differences between commercial banks in Jordan in relation to 

applying Basel 2 standards in relation to supervision control. 

 

In addition, the hypotheses stating that there are no statistically significant differences between 

commercial banks in Jordan in relation to applying Basel 2 standards in relation to full disclosure. 

This hypothesis was subject to the one way ANOVA test to determine the differences between 

commercial banks and the results came as follows: 

 Variance 

Source 

SOS MS DF Calculated 

F 

Sig 

supervision 

control 

differences 

Between 

groups 

12.601 1.400 9 1.432 0.207 

Within 

groups 

39.100 0.978 40 

Total 51.701  49 

 

The above table shows that there are no differences between banks in applying the Basel 2 standards 

in relation to capital adequacy and 0.05 where calculated F was 1.432 compared to indexed F with is 

5.123, as such, the difference is considered to be non significant and accordingly we accept the nil 

hypothesis and reject the substitute stating that: 

There are statistically significant differences between commercial banks in Jordan in relation to 

applying Basel 2 standards in relation to full disclosure. 
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Results and recommendation: 

Results: 

In light of the statistical analysis of the study data and hypotheses testing the following results were 

obtained: 

First: There are some challenges facing Jordanian commercial banks in applying the principles of 

Basel 2 standards, and this result was obtained through the following hypotheses: 

- Jordanian Commercial banks do not face challenges in applying the Basel 2 principles in 

relation to capital adequacy. 

- Jordanian Commercial banks do not face challenges in applying the Basel 2 principles in 

relation to supervising control. 

- Jordanian Commercial banks do not face challenges in applying the Basel 2 principles in 

relation to full disclosure. 

In addition, the results of the study have rejected such hypotheses and accepted the existence of the 

challenges; however, the descriptive area of the study has not confirmed such challenges in all the 

processes. 

Second: the banks are committed to apply all the Basel 2 principles, where this result was obtained 

based on the following secondary hypotheses: 

- Jordanian Commercial banks are not committed to applying the Basel 2 principles in relation 

to capital adequacy. 

- Jordanian Commercial banks are not committed to applying the Basel 2 principles in relation 

to supervising control. 

- Jordanian Commercial banks are not committed to applying the Basel 2 principles in relation 

to full disclosure. 

Where the results of the hypotheses testing rejected those hypotheses and ensured committing the 

principles of Basel 2. Which is in line with the control role undertook by the Central Bank forcing the 

commercial banks to apply the Basel 2 standards. 

Recommendation: 

Based on the previous results and data analysis in relation to challenges facing the application of 

Basel 2 and the bank’s commitment level, the researcher recommends the following: 

1- Forming committees supervising the application of the Basel 2 standards in the Jordanian 

commercial banks and evaluating the degree of the bank’s commitment in that periodically and 

the committee members shall be from control partiers and commercial banks. 

2- Holding conferences and periodic meetings to ensure the importance of committing to applying 

the Basle 2 standards. 

3- Studying the challenges facing commercial banks in applying the Basel 2 standards and holding 

workshops to overcome such challenges. 

4- Forming a control committee working on classifying banks according to their commitment level in 

applying the Basel 2 principles. 
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This questionnaire aims to identifying the Jordanian commercial bank’s commitment level in applying the 

Basel 2 standards and principles.  

Please fill the questionnaire related to the study, noting that all the data will be used for the study 

purposes only. 

Sincerely yours. 

           The researcher. 

Bank: 

Gender:    

( ) Male    ( ) Female 

Job: 

( ) Accountant ( ) Chief Accountant  ( ) CFO 

( ) Department Head ( ) Auditor   ( ) Vice president. 

Educational Qualification: 

( ) Bachelors  ( ) Higher Diploma  ( )Masters 

( ) PHD 

Experience years: 

( ) Less than 5 ( ) 5 – 10 years  ( ) 11 – 15 years 

( ) More than 15 years 

Please put (x) where applicable: 

No Statement Strongly 

agree 

Agree Neutral Disagree Strongly 

disagree 

 Capital Adequacy      

 Merger is considered to be the 

most successful way for banks 

suffering from capital inadequacy 

     

 The internal and private 

classification method related to 

credit risk assessment is more 

accurate than the standardized 

method. 

     

 The risk management process in 

banks is continuously updated. 

     

 Enough capital necessary to face 

risks is available in banks. 

     

 The capital adequacy is calculated      
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accurately in banks. 

 Internal control system      

 Banks face difficulties in the 

internal controls systems related to 

supervision and the integrity of the 

managerial process. 

     

 Risk management in banks does 

not have enough resources and 

qualified staff to do the work. 

     

 Banks does not have a complete 

database related to risk 

management. 

     

 External auditors revise the bank’s 

capital adequacy assessments. 

     

 Full disclosure requirements      

 Continuous full disclosure 

increases the banks liabilities in 

the periodic report 

     

 Full disclosure is conflicted with 

the banks confidentiality of 

sensitive information  

     

 The banks policies do not set the 

full disclosure requirements 

clearly 

     

 The bank’s policy does not set the 

internal rules to ensure full 

disclosure. 

     

 Capital adequacy      

 A credit risks measuring system is 

available in banks.  

     

 A market risks measuring system 

is available in banks. 

 

     

 An operational risks measuring 

system is available in banks. 

     

 The bank has the ability to predict 

the probability of the occurrence 

of certain risks  
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 Internal control system      

 Risks measuring and evaluating 

systems are periodically tested for 

efficiency. 

 

     

 Banks risks management has the 

enough independence to operate. 

     

 Banks risks management has clear 

responsibilities related to its work 

nature 

     

 Full disclosure      

 The full disclosure process in 

banks is subject to evaluation and 

supervision in order to determine 

it adequacy and quantity. 

     

 Full disclosure must be compatible 

with the materiality and frequency 

standards. 

     

 The bank has a formal policy 

approved by the management 

board in relation to full disclosure. 

     

 

 


