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The Impact of Credit Facilities Pricing Methods on the Profitability of
Commercial Banks in Jordan

Prepared by:
Imad Adli Fatayer

Supervised by:
Dr. Mohammad Waheeb Al-Alami

Abstract

This study aimed to acknowledge the impact of credit facilities pricing methods
on the profitability of commercial banks in jordan measured by return on
investment, return on assets and return on owners' equities. The study
hypotheses were phrased in order to find out a statistically significant relationship
between credit facilities pricing method and the profitability of these banks in
order to reach one of the pricing methods that is most influencing profitability.
This study depended on data from commercial banks’ annual reports, as well as
annual and statistical bulletins from the Central Bank of Jordan during the period
( 2001-2006 ). The study sample consisted of seven commercial banks listed in
the Amman Stock Exchange where enough data were available during the study
period.

The statistical methods were used to analyze data and test hypotheses by
analyzing study sample specifications, the reliability of the study instrument
validity, in addition to using means, standard deviations, frequencies,
percentages and using one-sample T-test.

The study results summarized as there is a statistically significant relationship
between credit pricing methods and the profitability. Most of important
recommendations are conducting a similar study for other loans pricing methods
to determine their impact on the profitability of commercial banks, and the
necessity of setting credit information law as an interest rate setting requirements
to improve the credit decision and encourage borrowers to payoff their financial
commitments to commercial banks and the lending finance companies,
considering the rights of both lenders and borrowers.
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Jlas¥ dulol] 1(2) Godko

Frequencies
Statistics
AGE EXPER |[ED LEVEL| JOB
100 100 100 100 Valid N
0 0 0 0 Missing
Frequency Table
JOB
Cumulative | Valid Percent Frequency
Percent Percent
27.0 27.0 27.0 27 1.00 Valid
65.0 38.0 38.0 38 2.00
100.0 35.0 35.0 35 3.00
100.0 100.0 100 Total
ED LEVEL
Cumulative | Valid | Percent | Frequency
Percent Percent
16.0 16.0 16.0 16 1.00 Valid
61.0 45.0 45.0 45 2.00
100.0 39.0 39.0 39 3.00
100.0 100.0 100 Total
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EXPER

Cumulative | Valid | Percent | Frequency
Percent Percent
34.0 34.0 34.0 34 1.00 Valid
61.0 27.0 27.0 27 2.00
82.0 21.0 21.0 21 3.00
100.0 18.0 18.0 18 4.00
100.0 100.0 100 Total

AGE
Cumulative | Valid | Percent | Frequency
Percent Percent
15.0 15.0 15.0 15 1.00 Valid
55.0 40.0 40.0 40 2.00
81.0 26.0 26.0 26 3.00
100.0 19.0 19.0 19 4.00
100.0 100.0 100 Total
Frequencies

Statistics
Q73 Q72 Q71 Q70 Q69 Q68 Q67 Q66 Q65
100 100 100 100 100 100 100 100 100 Valid
0 0 0 0 0 0 0 0 0 Missing
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Frequency Table

Q65
Cumulative Valid | Percent | Frequency
Percent Percent
53.0 53.0 53.0 53 1.00 | Valid
85.0 32.0 32.0 32 2.00
100.0 15.0 15.0 15 3.00
100.0 100.0 100 Total
Mean 1.62
Std. Deviation .7355
Q66
Cumulative Valid Percent | Frequency
Percent Percent
51.0 51.0 51.0 51 1.00 | Valid
94.0 43.0 43.0 43 2.00
100.0 6.0 6.0 6 3.00
100.0 100.0 100 Total
Mean 1.550
Std. Deviation .6092
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Q67

Cumulative |Valid Percent| Percent | Frequency
Percent
27.0 27.0 27.0 27 1.00 Valid
82.0 55.0 55.0 55 2.00
100.0 18.0 18.0 18 3.00
100.0 100.0 100 Total
Mean 1.910
Std. Deviation .6681
Q68
Cumulative Valid | Percent | Frequency
Percent Percent
56.0 56.0 56.0 56 1.00 | Valid
100.0 44.0 44.0 44 2.00
100.0 100.0 100 Total
Mean 1.440
Std. Deviation 4988
Q69
Cumulative Valid | Percent | Frequency
Percent Percent
19.0 19.0 19.0 19 1.00 Valid
100.0 81.0 81.0 81 2.00
100.0 100.0 100 Total
Mean 1.810
Std. Deviation .3942
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Q70

Cumulative Valid | Percent | Frequency
Percent Percent
68.0 68.0 68.0 68 1.00 Valid
100.0 32.0 32.0 32 2.00
100.0 100.0 100 Total
Mean 1.320
Std. Deviation 46883
Q71
Cumulative Valid | Percent | Frequency
Percent Percent
60.0 60.0 60.0 60 1.00 Valid
100.0 40.0 40.0 40 2.00
100.0 100.0 100 Total
Mean 1.400
Std. Deviation 4923
Q72
Cumulative Valid | Percent | Frequency
Percent Percent
40.0 40.0 40.0 40 1.00 Valid
100.0 60.0 60.0 60 2.00
100.0 100.0 100 Total
Mean 1.600
Std. Deviation 4923
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Q73

Cumulative Valid | Percent | Frequency
Percent Percent
75.0 75.0 75.0 75 1.00 Valid
100.0 25.0 25.0 25 2.00
100.0 100.0 100 Total
Mean 1.250
Std. Deviation 4351
Frequency Table
Q16
Cumulative Percent| Valid Percent | Frequency
Percent
14.0 14.0 14.0 14 1.00 | Valid
100.0 86.0 86.0 86 2.00
100.0 100.0 100 Total
Mean 1.860
Std. Deviation .3487
Q17
Cumulative Valid | Percent | Frequency
Percent Percent
55.0 55.0 55.0 55 1.00 | Valid
100.0 45.0 45.0 45 2.00
100.0 100.0 100 Total
Mean 1.450
Std. Deviation .5000
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Q18

Cumulative Valid | Percent | Frequency
Percent Percent
61.0 61.0 61.0 61 1.00 | Valid
100.0 39.0 39.0 39 2.00
100.0 100.0 100 Total
Mean 1.390
Std. Deviation 4902
Q32
Cumulative Valid | Percent | Frequency
Percent Percent
66.0 66.0 66.0 66 1.00 Valid
100.0 34.0 34.0 34 2.00
100.0 100.0 100 Total
Mean 1.340
Std. Deviation 4761
Q33
Cumulative Valid | Percent | Frequency
Percent Percent
63.0 63.0 63.0 63 1.00 Valid
100.0 37.0 37.0 37 2.00
100.0 100.0 100 Total
Mean 1.370
Std. Deviation 4852
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Q34

Cumulative Percent| Valid | Percent | Frequency
Percent
67.0 67.0 67.0 67 1.00 Valid
100.0 33.0 33.0 33 2.00
100.0 100.0 100 Total
Mean 1.330
Std. Deviation 4725
Qss
Cumulative Valid | Percent | Frequency
Percent Percent
52.0 52.0 52.0 52 1.00 Valid
95.0 43.0 43.0 43 2.00
100.0 5.0 5.0 5 3.00
100.0 100.0 100 Total
Mean 1.530
Std. Deviation .5938
Q89
Cumulative Valid | Percent | Frequency
Percent Percent
39.0 39.0 39.0 39 1.00 Valid
90.0 51.0 51.0 51 2.00
100.0 10.0 10.0 10 3.00
100.0 100.0 100 Total
Mean 1.710
Std. Deviation .6403
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Q90

Cumulative Valid | Percent | Frequency
Percent Percent
50.0 50.0 50.0 50 1.00 | Valid
91.0 41.0 41.0 41 2.00
100.0 9.0 9.0 9 3.00
100.0 100.0 100 Total
Mean 1.590
Std. Deviation .6528
QI1
Cumulative Valid Percent | Frequency
Percent Percent
37.0 37.0 37.0 37 1.00 Valid
91.0 54.0 54.0 54 2.00
100.0 9.0 9.0 9 3.00
100.0 100.0 100 Total
Mean 1.720
Std. Deviation .6208
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Q98

Cumulative Percent| Valid | Percent Frequency
Percent
21.0 21.0 21.0 21 1.00 Valid
77.0 56.0 56.0 56 2.00
100.0 23.0 23.0 23 3.00
100.0 100.0 100 Total
Mean 2.020
Std. Deviation .6663
Q99
Cumulative Valid | Percent | Frequency
Percent Percent
27.0 27.0 27.0 27 1.00 Valid
82.0 55.0 55.0 55 2.00
100.0 18.0 18.0 18 3.00
100.0 100.0 100 Total
Mean 1.910
Std. Deviation .6681
Q104
Cumulative Percent| Valid Percent | Frequency
Percent
74.0 74.0 74.0 74 1.00 | Valid
100.0 26.0 26.0 26 2.00
100.0 100.0 100 Total
Mean 1.260
Std. Deviation 4408
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Q105

Cumulative Valid Percent Frequency
Percent Percent
73.0 73.0 73.0 73 1.00 Valid
100.0 27.0 27.0 27 2.00
100.0 100.0 100 Total
Mean 1.270
Std. Deviation 4462
Q106
Cumulative Valid Percent | Frequency
Percent Percent
62.0 62.0 62.0 62 1.00 Valid
100.0 38.0 38.0 38 2.00
100.0 100.0 100 Total
Mean 1.380
Std. Deviation 4878
Q107
Cumulative Valid Percent | Frequency
Percent Percent
68.0 68.0 68.0 68 1.00 Valid
100.0 32.0 32.0 32 2.00
100.0 100.0 100 Total
Mean 1.320
Std. Deviation 4688
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Q110

Cumulative Percent| Valid | Percent | Frequency
Percent

23.0 23.0 23.0 23 1.00 Valid
51.0 28.0 28.0 28 2.00
74.0 23.0 23.0 23 3.00

100.0 26.0 26.0 26 4.00

100.0 100.0 100 Total
Mean 2.520
Std. Deviation 1.1144
Q111
Cumulative Valid | Percent | Frequency
Percent Percent

29.0 29.0 29.0 29 1.00 Valid
60.0 31.0 31.0 31 2.00
88.0 28.0 28.0 28 3.00

100.0 12.0 12.0 12 4.00

100.0 100.0 100 Total
Mean 2.230
Std. Deviation 1.0035
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Q128

Cumulative Valid Percent | Frequency
Percent Percent
62.0 62.0 62.0 62 1.00 |Valid
100.0 38.0 38.0 38 2.00
100.0 100.0 100 Total
Mean 1.380
Std. Deviation 4878
Q129
Cumulative Valid | Percent | Frequency
Percent Percent
69.0 69.0 69.0 69 1.00 Valid
100.0 31.0 31.0 31 2.00
100.0 100.0 100 Total
Mean 1.310
Std. Deviation 4648
Q130
Cumulative Valid Percent Frequency
Percent Percent
77.0 77.0 77.0 77 1.00 | Valid
100.0 23.0 23.0 23 2.00
100.0 100.0 100 Total
Mean 1.230
Std. Deviation 4229
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Q131

Cumulative Percent Valid Percent | Frequency
Percent
63.0 63.0 63.0 63 1.00 | Valid
100.0 37.0 37.0 37 2.00
100.0 100.0 100 Total
Mean 1.370
Std. Deviation 4852
Descriptives

Descriptive Statistics

N | Minimum Maximum Mean Std.
Deviation

Q1 100 1.00 5.00 4.0700 94554
Q2 100 1.00 5.00 3.2900 1.21684
Q3 100 2.00 5.00 3.9400 .98288
Q4 100 2.00 5.00 4.0800 1.06059
Q5 100 2.00 5.00 3.9600 90921
Q6 100 2.00 5.00 4.0700 .83188
Q7 100 1.00 5.00 3.6200 1.23730
Q8 100 2.00 5.00 3.7700 95193
Q9 100 2.00 5.00 4.1500 1.15798

Q10 100 2.00 5.00 4.1000 .87039

Q11 100 1.00 5.00 4.1100 1.23824

Q12 100 1.00 5.00 3.2800 1.35647
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Q13 100 2.00 5.00 3.6400 1.09655
Q14 100 1.00 5.00 3.4500 1.26631
Q15 100 2.00 5.00 4.0300 97913

Q19 100 1.00 5.00 3.4500 1.26631
Q20 100 1.00 5.00 3.0600 1.30902
Q21 100 1.00 5.00 3.2300 1.31698
Q22 100 1.00 5.00 3.2000 1.68775
Q23 100 1.00 5.00 3.5000 1.28315
Q24 100 1.00 5.00 2.4500 1.46594
Q25 100 2.00 5.00 3.9400 95155

Q26 100 1.00 5.00 3.5100 1.29876
Q27 100 2.00 5.00 4.2500 99874

Q28 100 1.00 5.00 3.8800 1.05677
Q29 100 1.00 5.00 3.6200 1.14398
Q30 100 2.00 5.00 3.8300 1.01559
Q31 100 1.00 5.00 3.8500 1.13150
Q35 100 1.00 5.00 4.2400 1.01623
Q36 100 1.00 5.00 4.1400 92135

Q37 100 1.00 5.00 3.8600 1.12833
Q38 100 1.00 5.00 4.1900 1.23660
Q39 100 1.00 5.00 3.7500 1.19236
Q40 100 1.00 5.00 2.8900 1.38458
Q41 100 2.00 5.00 3.9100 94383

Q42 100 1.00 5.00 2.7000 1.26730
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Q43 100 1.00 5.00 3.0100 1.43896
Q44 100 2.00 5.00 4.4700 .85818

Q45 100 1.00 5.00 3.6700 1.17254
Q46 100 1.00 5.00 3.2800 1.44306
Q47 100 2.00 5.00 4.0100 1.01995
Q48 100 1.00 5.00 2.5000 1.38170
Q49 100 2.00 5.00 3.7900 96708

Q50 100 1.00 5.00 3.6800 1.13600
Q51 100 2.00 5.00 4.0800 1.10718
Q52 100 1.00 5.00 3.2700 1.36222
Q53 100 1.00 5.00 2.4900 1.59225
Q54 100 1.00 5.00 3.3800 1.26953
Q55 100 2.00 5.00 3.9000 1.11464
Q56 100 2.00 5.00 3.9500 1.00880
Q57 100 2.00 5.00 4.2600 90587

Q58 100 1.00 5.00 3.1500 1.52670
Q59 100 2.00 5.00 3.9600 .88671

Q60 100 2.00 5.00 4.0100 93738

Q61 100 1.00 5.00 3.7600 1.28802
Q62 100 1.00 5.00 2.8400 1.54867
Q63 100 1.00 5.00 3.7200 1.16411
Qo64 100 1.00 5.00 3.5800 1.22417
Q74 100 2.00 5.00 4.1500 .85723

Q75 100 1.00 5.00 3.9900 1.25927
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Q76 100 1.00 5.00 3.6000 1.26331
Q77 100 1.00 5.00 3.4600 1.34405
Q78 100 1.00 5.00 2.7300 1.48293
Q79 100 1.00 5.00 3.8000 1.27920
Q80 100 1.00 5.00 3.8300 1.34881
Q81 100 2.00 5.00 3.9500 96792

Q82 100 1.00 5.00 3.5700 1.24117
Q83 100 1.00 5.00 4.1100 1.17975
Q84 100 1.00 5.00 3.9700 99955

Q85 100 1.00 5.00 3.5500 1.27426
Q86 100 2.00 5.00 4.3300 .87681

Q87 100 1.00 5.00 2.6000 1.62680
Q92 100 2.00 5.00 3.8200 92529

Q93 100 2.00 5.00 3.1900 1.16943
Q94 100 1.00 5.00 3.2300 1.42740
Q95 100 1.00 5.00 4.0400 1.20538
Q96 100 1.00 5.00 3.8100 1.20349
Q97 100 1.00 5.00 3.9400 1.10846
Q100 |100 1.00 5.00 3.6500 1.18386
Q101 100 1.00 5.00 3.1000 1.56670
Q102 |100 1.00 5.00 3.5000 1.32192
Q103 100 1.00 5.00 2.8500 1.49325
Q108 |100 1.00 5.00 4.1300 1.21152
Q109 |100 1.00 5.00 4.0400 1.17138
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Q112 100 2.00 5.00 4.0500 97830
Q113 100 1.00 5.00 3.7200 1.17275
Q114 100 2.00 5.00 4.2400 96525
Q115 100 1.00 5.00 2.6400 1.51438
Q116 100 2.00 5.00 4.2800 193290
Q117 100 1.00 5.00 2.7600 1.51171
Q118 100 2.00 5.00 4.1000 .81029
Q119 100 2.00 5.00 4.2000 91010
Q120 100 1.00 5.00 3.3600 1.32969
Q121 100 2.00 5.00 3.8800 96693
Q122 100 2.00 5.00 4.2000 97442
Q123 100 1.00 5.00 3.0800 1.34600
Q124 100 1.00 5.00 3.8200 1.19240
Q125 100 2.00 5.00 3.7200 99575
Q126 100 1.00 5.00 3.6000 1.19764
Q127 100 1.00 5.00 3.2800 1.33394

Valid N |100

(listwise)
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Descriptives

Descriptive Statistics

N Minimum | Maximum | Mean Std.
Deviation
Q1A 100 1.00 5.00 3.6700 94340
Q2A 100 2.00 5.00 3.7200 .85375
Q3A 100 2.00 5.00 3.5500 .78335
Q4A 100 2.00 5.00 3.9900 96917
Q5A 100 1.00 5.00 3.3200 1.00383
Q6A 100 1.00 5.00 3.3700 1.03138
Q7A 100 1.00 5.00 3.3200 96274
Q8A 100 1.00 5.00 3.3500 1.04809
Q9A 100 2.00 5.00 3.8000 .82878
Q10A 100 2.00 5.00 3.7200 81749
Q11A 100 1.00 5.00 3.1200 1.04717
Q12A 100 1.00 5.00 3.5700 98734
Q13A 100 2.00 5.00 3.6500 82112
Ql14A 100 2.00 5.00 3.8500 1.01876
Q15A 100 2.00 5.00 3.5900 .88871
Ql16A 100 2.00 5.00 3.9900 1.02981
Q17A 100 2.00 5.00 3.5700 .89052
Q18A 100 1.00 5.00 3.5900 1.07398
Q19A 100 1.00 5.00 3.2900 1.04731
Q20A 100 2.00 5.00 3.8400 1.01225
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Q21A 100 2.00 5.00 3.8700 87219
Q22A 100 2.00 5.00 3.7300 94125
Q23A 100 3.00 5.00 4.1900 .83720
Q24A 100 3.00 5.00 3.8000 .81650
Q25A 100 2.00 5.00 3.6400 .87062
Q26A 100 2.00 5.00 3.5100 93738
Q27A 100 2.00 5.00 3.4100 .86568
Q28A 100 1.00 5.00 3.2900 1.03763
Q29A 100 3.00 5.00 3.9200 .76118
Q30A 100 2.00 5.00 3.7500 .84537
Q31A 100 2.00 5.00 3.5400 93657
Q32A 100 2.00 5.00 3.5700 92392
Q33A 100 3.00 5.00 4.1300 .84871
Q34A 100 2.00 5.00 3.9500 90314
Q35A 100 2.00 5.00 4.0100 .82260
Q36A 100 2.00 5.00 3.5400 .88100
Q37A 100 2.00 5.00 3.7900 .87957
Q38A 100 2.00 5.00 3.6900 .86100
Q39A 100 3.00 5.00 4.0300 82211
Valid N 100
(listwise)
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T-Test
One-Sample Test

Test Value =3
95% Confidence
. . Mean Inf::/al of the
t df |Sig. (2-tailed) Differenc Lower”i":renc%pper
qla 7.102 99 .000 .$7000 4828 8472
q2a |8.433 99 .000 .72000 5506 8894
q3a |7.021 99 .000 .5%000 3946 7034
q4a  [10.215 99 .000 .99000 7977 1.1823
g5a |3.188 99 .002 .32000 .1208 5192
q6a |[3.587 99 .001 .37000 1654 .5746
q7a  |3.324 99 .001 .32000 .1290 5110
g8a |3.339 99 .001 .33000 1420 .5540
q9a |9.653 99 .000 .80000 6356 9644
ql0a [8.807 99 .000 .72000 .5%78 8822
qlla |1.146 99 255 .12000 -.q878 3278
ql2a [5.773 99 .000 .57000 3741 7659
ql3a |7.916 99 .000 .63000 4871 .8129
ql4a [8.343 99 .000 .83000 G479 1.0521
ql5a |6.639 99 .000 .59000 4137 7663
ql6éa [9.613 99 .000 .99000 7857 1.1943
ql7a '6.401 99 .000 .57000 .3933 7467
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ql9a |2.769 929 .007 .251000 .0822 4918
q20a |8.298 929 .000 .84000 .6391 1.0499
q2la |9.975 929 .000 .87000 .696¢9 1.0431
q22a |7.756 99 .000 .73000 5432 9168
q23a |14.214 |99 .000 1.19000 1.02B9 1.35¢1
q24a | 9.798 99 .000 .84000 .63180 9620
q25a | 7.351 929 .000 .64000 4673 8127
q26a | 5.441 99 .000 .51000 3240 .6960
q27a | 4.736 929 .000 41000 2382 5818
q28a | 2.795 99 .006 .29000 0841 4959
q29a |12.087 |99 .000 .93000 7600 1.0710
q30a |8.872 929 .000 .73000 5823 9177
q3la |5.766 929 .000 .54000 3542 7258
q32a [6.169 929 .000 .57000 3867 7583
q33a |13.134 |99 .000 1.13000 .96[16 1.29%4
q34a |10.519 99 .000 .93000 77p8 1.1212
q35a |12.278 99 .000 1.01000 .84p8 1.1732
q36a | 6.129 99 .000 .54000 3652 7148
q37a | 8.982 929 .000 .79000 .6155 9645
q38a | 8.014 99 .000 .69000 5192 .86P8
q39a 12.529 929 .000 1.03000 .8669 1.1931
Reliability
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oot Method 1 (space saver) will be used for this analysis ***

RELIABILITY ANALYSIS - SCALE (ALPHA)

Reliability Coefficients

N of Cases = 100.0 N of Items =170
Alpha = .9083
T-Test
One-Sample Statistics
N Mean Std. Deviation| Std. Error
Mean
H1 100 3.5629 .89429 .08943
H2 100 3.4975 .89858 .08986
H3 100 3.6855 91945 .09194
H4 100 3.6620 .83700 .08370
H5 100 3.8771 81194 .08119
One-Sample Test
Test Value = 3
95% Confidence Interval of the
Mean Difference
t df Sig. (2-tailed) Difference Lower Upper
H1 6.294 99 .020 5629 .3854 .7403
H2 5.537 99 .000 4975 3192 .6758
H3 7.455 99 010 .6855 5030 8679
H4 7.909 99 010 .6620 4959 .8281
H5 10.803 99 .009 8771 .7160 1.0383
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Reliability

oot Method 1 (space saver) will be used for this analysis ¥+

Reliability Coefficients

N of Cases = 100.0 N of Items =7 Alpha = .8830

Reliability

oot Method 1 (space saver) will be used for this analysis ¥*+*

RELITABILITY ANALYSIS - SCALE (ALPHA)

Reliability Coefficients

N of Cases = 100.0 N of Items =4 Alpha = .8669

Reliability

oot Method 1 (space saver) will be used for this analysis **

RELITABILITY ANALYSIS - SCALE (ALPHA)

Reliability Coefficients

N of Cases = 100.0 N of Items = 11 Alpha =.9098

Reliability

oot Method 1 (space saver) will be used for this analysis ¥***

RELITABILITY ANALYSIS - SCALE (ALPHA)

Reliability Coefficients

N of Cases = 100.0 N of Items = 10 Alpha = .8865
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Reliability

oot Method 1 (space saver) will be used for this analysis ¥ *
RELIABILITY ANALYSIS - SCALE (ALPHA)

Reliability Coefficients

N of Cases = 100.0 N of Items = 7

Alpha = .8796
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