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CHAPTER ONE

1. INTRODUCTION

1.1. Back Ground of the Study

Banks are engine of the economy in a given couiiinyough their intermediary role, banks
are contributing more for the development of a ¢ourThe Ethiopian Government recently
drafted a five-year Growth and Transformation Rfaforesee doubling the GDP by the year
2007 E.C. Mudaye Neway Vol.2, November 2000 Among those sectors that the
government relies for emanate the planned econdevelopment; all commercial banks in
the country are the one of the participaftaura Elser, Alfred Hanning, Sylvia
Wisniwski(1999)

Mentioned the above situation, the need for depgsitrucial for the development of a
country. Therefore, all commercial banks have tok#or mobilizing deposit. However, as a
government bank, CBE has to take a lion sharespiomsibility in mobilizing deposit.

Banks play a critical role in the creation of monegt by printing currencies but by
mobilizing of deposits. Banks are the most impdrtamancial intermediaries that channel
funds from saver who have excess funds to spertdevgho have shortage funds. This
improves the economic welfare of every one in thaety because it allows funds to move
from those with out productive investment opportiesi to those who have such

opportunities those by contributing to increasdttiency in the economy.

On the other hand, in order to achieve this couwide strategic plan, there are so many
challenges either in branches located at a lattigs@f the country or at a rural area of the

country.

However, in this paper because of time, money amdlimited skill constraint, we were
study only challenges of mobilizing deposit in Coeroial Bank of Ethiopia, city branches

under Addis Ababa area in the domain of West Addliaba District
1



1.2. Back Ground of the organization

Currently, the Ethiopian Banking industry comprisdsa Central Bank (NBE), and several
Government and private commercial banks. Amongah@smmercial Banks, Commercial
Bank of Ethiopia (CBE) is one of the banks ownedhHs government and which has been

established in 1942 G.C. It is the pioneer bankttmduce modern banking to the country.

At Present, CBE has 15 Districts and more than [@@2ches stretched across the country
with a total deposit of more than 67.2 billion biwith a total asset of birr 73.3 billion and
more than 2 million account holders through out thranches(Annual Report of
2008/2009).

The Ethiopian economy has exhibited a remarkaldevidr in the last of few years and to
sustain this growth and for the country to reaclidi@ income level countries by 2025
domestic resources in general and domestic sawipgiticular has to grow at a higher rate.
As government bank, Commercial Bank of Ethiopia hagreat responsibility on deposit
mobilization to achieve self-sustaining developreerd eradicate poverty.

Vision

CBE's vision is "TO BECOME A WORLD-CLASS COMMERCIAL BANK. BY THE
YEAR 2025”

Mission

CBE is committed to best realize stakeholders’ me¢drough enhanced financial
intermediation globally and supporting national elepment priorities, by deploying highly
motivated, skilled and disciplined employees asl \ael state-of-the-art technology. CBE

strongly believe that winning the public confidene¢he bases of its success.

Corporate Values
CBE believes in business principles that ensureiwlr and profitability. Hence it is
committed to the following shared values in conthgetts day-to-day business:

» Customer Satisfaction

» Quality Service

> Innovation,



» Teamwork,
> Integrity and

» Public confidence.(Abreham Tesfaye,(Nov.2010) Mudaye Neway a Bilingla

magazine of CBE).

Deposit is important for individuals, financial institutions and national economy
(Mudaye Neway, November 2010).

1.2.1. Atthe level of individuals:- Lack of saving creates absence of security of fuhats
would help to meet current and future needs ofviddials. Since the future is
uncertain and to meet all of our personal needsgas important. If someone saves,
he will earn substantial interest as well as mazariis wealth. Moreover, in the

future, it also helps him to make investment bydvi;,m money with out borrowing.

1.2.2. At the level of financial institution:- Financial institutions are intermediaries
between savers and creditors. Unless, they molihieegequired saving deposit, they
can not give a loan for their creditors and thisnigact making them out of their
intermediary role.

According to studies, to mobilize deposits, banks co several activities. First,
making finance activities. Those activities are dyao wealth distribution, which can
be useful for another party who needs the moneysalmple nowadays, financing
activities in property, car, trading etc are thpetyof financing which distributed by
the banks from depositor to the borrower. Therefesemaintain its intermediary

roles CBE has to mobilize this deposit.

1.2.3. At the level of national economy Lack of saving limits the amount of resources
and increase the need to resort to foreign indeleted in order to cover domestic
investment and consumption demgMudaye Neway, November, 2010).



Internal saving helps the growth of our economytha three aspects which are service,
industry and agriculture. In the service area, saslbuilding of schools, hospitals, road,
social services, residential houses, utilitiestade living environment, refreshment centers,
national securities, innovation, employment oppaties etc. In industrial area,

manufacturing of goods internally and substitut@ant goods. In agricultural area to bring

food security and to be self sufficient, cereald arops should be produced.

Mentioned all the above points, the importance mternal saving mobilized through
commercial banks insure security of funds to indlinals, maintain intermediary role to
financial institutions and to brought sustainabteremic growth for national economy as

well.

1.3. Statement of the problems

No matter how deposit mobilization is crucial fbetstability of economy in the country, due
to the economic development of the country, culyeghe Commercial Bank of Ethiopia has
high investment to deposit ratio so that it migimit its capacity to satisfy the ever-
increasing credit demand of different economic @sctSince deposit mobilization is the
vital impact on achieving the organization objeetproviding the planned deposit ratio to

branches according to their activities at a righetis a critical concern to the organization.

However, due to some problems that arise within aatside the organization it faces
difficulty to build and enhance deposit mobilizatidn this regard it is observed that there is
a performance gap between branches causing awaresfesemployees on deposit
mobilization, CBE’s promotion in relation to deposiobilization, competition of banking
industry to other banks, proximity and accessipitif the bank, culture and habit of society
towards saving, knowledge of society on bankingesysincome of society and the practice

of traditional saving on society.

To satisfy the credit demand, to maximize the profithe bank, to enhance the economic
development of the country and to achieve the obpof the organization the need to set

adequate liquidity position and working capitaiiandatory.

Therefore, this study tried to obtain challengesobilizing deposit in Commercial Bank of
Ethiopia, city branches under Addis Ababa aredéndomain of West Addis Ababa District.
4



1.4. Research questions

1. What are the effect of CBE’s promotion, technolagiapproach and accessibility of the
bank towards mobilizing deposit?

2. What is the awareness of CBE employees towardssttepobilization?

3. To what extent culture & habit of society affectisg?

4. What is the effect of competition of banking indygbwards deposit mobilization?

1.5. Objective of the study

The General Objective of the study:4s in order to investigate the challenges of mmpioig
deposit in Commercial Bank of Ethiopia.

The Specific Objectives of the study: are:

1. To obtain information the effect of Commercial Bank Ethiopia’s promotion,
technological approach & accessibility of the bamkards deposit mobilization.

2. To examine the awareness of CBE’s employees tovelpgsit mobilization.

3. To examine the impact culture & habit of societyaods saving

4. To obtain information the effect of competition lzdinking industry towards deposit

mobilization.

1.6. Significance of the study

The significance of this study is to identify thejor challenges on deposit mobilization
in the case of Commercial Bank of Ethiopia, it ngiye the student researcher an
information about deposit mobilization and it magoaused as a source for other
researchers to make further study on deposit nzalbitin and it may .

1.7. Scope (Delimitation) of the study

Even though, finding out the challenges of mohilizdeposit is necessary for all banks
(private or government) due to time, money andstikk that we can exert for this study,

our focus of study is limited only on the Commer&ank of Ethiopia.



However, currently CBE has more than 500 branclresched throughout the country.
Mentioned on the above constrains, our focus afyslimited only to CBE, city branches
under Addis Ababa area in the domain of West Addliaba District. Because CBE West
Addis Ababa District is located at Merkato areacsiMerkato is in the center of Addis
Ababa & the largest capital city of Ethiopia andriéd its gives ample chance for
business man including foreigners, a wide marketaaand also easy access for

mobilizing money by using the near bank.

1.8. Limitation of the study

The major problem that faced during preparatiorthi$ paper are shortage of time,
shortage of money, unavailability of written maakffior review of related literature part

& lack of cooperation from employees of the bankéobfilled the questionnaire .

In order to solve the above problems, we have tigedse our utmost effort. However,

these limitations were an obstacle to cover athefsample population.

1.9. Research design and methodology

A. Research design

The student researcher used descriptive design omheth distinguish challenges of
mobilizing deposit in Commercial Bank of Ethiopidydranches under Addis Ababa area in
the domain of West Addis Ababa District.

B. Population and sampling technique

Currently, CBE has around 500 branches under 1%ifs Collecting data from each
branch is impossible due to time, money and skittethpower constraints. Due to this fact,
sampling frame was CBE city branches under Addisbsbarea in the domain of West
Addis Ababa District..



In order to select the sample branches, the tatapte size was 18 branches and the student
researcher were allocated to 10 branches selegted the criteria of Grade 1V(Big) and

Grade Il (New) branches. Those branches are:

Branch size Total N ¢ 30% of Total
or Branch ota | 0.0 No. of
No. Branch Name type employees employees
1 | Addis Ketema Grade IV(Big)
62 19
2 | Mehal Gebeya “ 54 16
3 | Anwar Mesgid 61 18
4 Abakoran 50 15
5 T/Haimanot 65 20
6 | Bomb Tera Grade Il(New)
30 9
7 Atena Tera “ 17 5
Keranio “ 10 3
9 Sefere Selam “ 10 3
10 | Addisu Michael ! 8 5
30 % of Total No. of Employees 367 110

The total customer size of customers of CBE thatetily have depositors, users of Western
Union, users of foreign currency exchange and sthez not exactly known. There fore, by
distributing 100 questionnaire for customers at bbth Grade 1V(Big) and Grade IlI(New)

branches using convenience sampling technique landotal size of employees were 367
therefore, by distributing questioner 30% of totamhployees is 110 by simple random

sampling technique.

C.SOURCE OF DATA COLLECTED

The student researcher gathered primary data frample respondents of customers &

employees & secondary data from related writterenmedt



D. METHOD OF DATA COLLECTION

Data was gathered from primary & secondary sourthe. primary source is questionnaire
while, the secondary sources are broachers, pedlibanks news magazine, annual report

and other related books.
E. DATA ANALYSIS

In order to arrive at a certain conclusion, Data wdited, coded & classified based on their

similarities, tabulated and finally interpreted tiesult.
1.8 ORGANIZATION OF THE STUDY

The study is organized in four chapters. THechapter deals with background of the study
and the organization, statement of problem, ohjecind significance of the study, the
methodology used, and scope and limitation of théys The 2°chapter deals with literature
review of related concepts. ThE éhapter deals with data presentation and analykis 4"

chapter deals with summary, conclusion and recordatem.



CHAPTER TWO

2. REVIEW OF RELATED LITERATURE

2.1 What is Deposit Mobilization

Deposit is money comes from depositors who havelemopney and to be distributed for
borrowers who have less money through the interangdrole of banks. The fairly

distribution of money can emanate economic stgbdftthe state. Or a claim of customer
over the bank on his account. In economic conceptkénd of wealth need to be distributed

fairly. (Laura Elser, Alfred Hanning, Syivia Wisniwski(1999.

2.2 The Importance of Deposit Mobilization

Deposit mobilization is one of the most effectiveeans for intermediaries to mobilize

resources. CBE as an implementer of the governpaitty was discourage saving in order
not to pay excessive interest for its customersikBa one of the players who is one of the
players who have this important role to mobilizeat. To mobilize the deposits banks can
do several activities. First making finance actddt Those activities are good in wealth

distribution which can be useful for another pavtyo needs the money.

» Depositors act as a people, who save part of thearme for various purpose: security,

interest income, future consumption and investment.

» Borrowers act as a people, who need the moneyh®optirpose of various investment
activities. In financial system now a days finahaiermediaries have important role to

mobilize resources through deposit, borrowingslaad collection.

In financial activities banks have several purpageich are targeted. First banks would
like to get positive return on financing. It wilekused for banking development and for
profit sharing between banks and depositor. Secpdovision of working capital. Next
is shifting of funds into productive hands. Moregvéhe last is to stabilize bank

performance in order to be a backbone of natiocahemy.



Banks invest there deposit for ensuring optimuriization of a variable resources rising
additional resources required for meeting credinaeds All of those purpose are the
banks strategy to make bank survive in operatiorthef deposit mobilization, which

affect to the states economic.

In general saving is as a sacrifice of current oongion that provides for the
accumulation of capital, which in turn provides #iddal output that can potentially be
used or consumption in the future. In other wordsirg) is the difference between
current earnings and consumption. It has also deéned as “deferred consumption” or
part of income, which is not spent. Savings andrireconomy can assume one of several

forms.

These include personal saving corporate or busseegags and government savings. Of
these, the household savings or personal savingsbban agreed to contribute the
substantial part of aggregate savings in Ethiomaigting banks to be self sufficient and
self-reliant in providing credit. So mobilizing deposit for bank is essential as oxygen
for human beings.

The majority of institutions perceive deposits las theapest form of available findings
as well as stable, plentiful and a valuable serticelients. However many institutions
perceive savings mobilization to be a very hight agivity necessitating fees and/or
minimum balance requirements that can exclude pbents. In any case, mobilizing
deposits is crucial in Ethiopia There are consideraamount of savings that are not
intermediate through the formal sector in particuthere exists a significant saving
potential in the rural/semi-urban sector in ourrdoyt One of the reasons for the lack of
savings mobilization is that banks simply do ndec&o significant parts of households.
Indeed, in many rural areas banks are entirelyrdtzed even in urban and semi-urban
areas banks do not reach out to a significant ptigpoof the populationN].L Jhingan,

7™ edition(2004).
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2.3 The Role of Commercial Banks

Besides performing the usual commercial bankingtions, banks play an effective role
in their economic development. The majority of pleoin such countries are poor,
unemployed and engaged in traditional agricultimerd is acute shortage of capital.
People lack of initiativeness, means of trans@oe undeveloped, Industry is depressed.
Therefore, the commercial bank help in overcomihgsé obstacle and promoting

economic development. The role of commercial bankiscussed in under:-

1. Mobilizing savings for capital formation:- The commercial banks help in
mobilizing savings through a network of branch bagk People in developing
variety of deposit schemes to suit the needs akishdgal depositors. They also
mobilize idle savings of the few rich by mobilizisgvings, the banks channelize
them into productive investments. Thus they helphim capital formation of our
country.

2. Financing industry:- The commercial banks finance the industrial seatoa
number of ways. They provide short-term, mediumrmtend long term loans to
industry.

3. Financing trade:- The commercial banks help in financing both rin& and
external trade. The banks provide loans to retaded wholesalers to stock goods
in which they deal.

4. Financial agriculture:- the commercial banks help the large agricultggator in
our country in a number of ways. They provide loémdrades in agricultural
commodities to open a network of branches in rarahs to provide agricultural
credit, and they provide finance directly to agligtsts for marketing of their
produce, for the modernization and mechanizationthefr farms, for providing
irrigation facilities, for developing land etc theyso provide financial assistance
for animal husbandry, dairy farming, sheep breedoogltry farming, pisciculture
and horticulture. The small and marginal farmersl dandless agricultural
workers, artisans and petty shopkeepers in rungtdalhese regional rural banks

met the credit requirements of all rural people.

11



5. Financing consumer activities-People in our country being poor and having low
incomes to do possess sufficient financial resauitce buy durable consumer
goods. The commercial banks advance loans to carsuor the purchase of such
items as houses, scooters, fans refrigerators,iretthis way, theyalso help in
raising the standard of living of the people in cauntries by providing loans for
consumptive activities.

6. Financing employment generating activities:-The commercial banks finance
employment generating activities in our countri€eey provide loans for the
education of young persons studying in engineemmegglical and other vocational
institutes of higher learning. They advance loangdung entrepreneurs, medical
and engineering graduates, and other technicaipdd persons in establishing
their own business. Such loan facilities are bemgvided by a number of
commercial banks. Thus the banks not only helpumdn capital formation but
also in increasing entrepreneurial activities.

7. Help in monetary policy:- The commercial banks help the economic
development of a country by faithfully following éhmonetary policy of the
monetary management in keeping with requiremertiasTthe commercial banks
contribute much to the growth of a developing econpdy granting loans to
agriculture, trade and industry, by helping in pbgksand human capital formation
and by following the monetary  policy of the  country
(WWW.combanketh.com(Wesite of CBE).

2.4 egal frame work for deposit mobilization

The main objective of supervising financial indiibas are to protect savers from losing
their money and the financial system front collagsilf depositors assume that their
bank is in trouble, they start to withdraw theirmag and bank runs may occur, even with
healthy institutions regulation and supervisionfinncial institutions should therefore

contribute to professional management, transparehoperations and the protection of

customers against abusive practices.
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Particularly in the context of financial servicesoyided to low-income households,
preventive measures can help avoid over indebtedaied excessive interest rates and
fees. At the same time, regulatory authorities &havoid creating a distortion of
computation between different financial intermeigigrand avoid excessive intervention

in management decisionsqmas Mayer, James.s,1981).

2.5Determinants of savings

Savings depend upon the will to save, power to samefacilities to save. These three
determinants of savings are discussed as Uitlip Kotler Northern University, 11"

edition).

A) Will to save
- A portion of the income can be saved only if a persas the will to
save. Nothing can be saved by a person, if he/ebs dot want to

save this in turn depends upon the following fextor

1. Family affection:- It is the natural love and affection for the fgnfior which people
save. Every person has some affection for his @mlénd family members to make
them enjoy life and the better their future prospée/she earns more and saves
more. He wants to leave more property for themafbof this, he/she must have the
will to save.

2. Precaution:- Need for money can arise at any time in the futsoepeople keep
money or wealth with them. People save in ordeprtwvide for old age, disease,
accident and unforeseen needs and emergenciéhetefore, every person wants to
save as a precaution against future unforeseersneed

3. Standard of living:- A person may want to raise his standard of §wivhich can be

achieved only through savings from his presentnmeo

13



Farsightedness: Future is always uncertain a farsighted persomtsvdo make
provision for education, marriage, etc. of his/blildren. He/she wants to secure
his/her old age. All this can be done by savingh@present time.

Calculating mind:-Certain persons have a calculating mind they wanhcrease
their future incomes. Therefore, they save outheirtpresent income so as to earn
more in future by investing the saved amount.

Enterprise:- Persons doing trade or business want to takarddge of fluctuations
in the rate of interest. They save more if theyeex@ rise in the rule of interest in
the near future. Sometimes, savings are done itbasteew business or to expand the
existing one.

Independent- Every person wants to be self-sufficient or exoically independent.
He/she does not want to borrow from any body iredesneeds money in the future.
Therefore, saves out of his present income.

Social status- Only wealthy persons are respected in the ptesmriety. Everybody
wants to enjoy a higher social status it strengtttea will to save.

Miserliness- There are people who save without any specificppse. Miser

persons save only to satisfy their desire for virealt

B) Power to save

Power to save refers to the capacity to save itnsia@hat remains after meeting he

consumption expenditure out of the present incdmepite of his/her willingness to save, a

man cannot save, if he/she does not have the ptovesave. After providing for his

consumption expenditure, if more remains with esfhower to save will be more. Thus the

power to save depends upon both the levels of iecamd consumption. A person can save if

his income exceeds consumption if the gap betweeome and consumption is more, the

power to save will increase. The power to save lwarincreased only by increasing the

income, as there is less possibility of decreaiegconsumption expenditure. Therefore, the

power to save of the people in a country dependthein income or factors affecting their

income. The following factors determine the poveesave:-

14



1. Size of national income- Primarily, the power to save of the people delsen
upon the national income of the country. The highernational income, the
greater will be the power to save the lower natiamaome is the main reason
of the low power to save.

2. Natural resources- The economic conditions and the income of a tgun
depend upon its natural resources, ie. Availabditjand, water minerals, etc
the greater use of these natural resources helpgieasing production. It
increases income which further raises the powesate. But it should be
noted that mere availability of natural resourcessdnot raise the power to
save, if these resources are not properly utilized.

3. Trade:- Both internal and foreign trade affect incomel éime power to save.
Income increases with the development of interndlfareign trade which in
turn increases the power to save.

4. Industrial development- Industrial development increases the power to
save through the increase in income.

5. Agricultural development:- In countries like Ethiopia where agriculture is
the main occupation power to save depends upondewelopment of
agriculture also. Agricultural development increageome with results in an
increase in the power to save.

6. Efficiency of labor:- An efficient labor in a country helps in incress its
production, resulting in an increase in income.ritturn, gives rise to the
power to save. A less efficient labor proves a rande in the way of power
to wealth and income contributes to an increagkarpower to save. Unequal
distribution concentrates wealth in a few hands wha save more after

meeting their consumption requirements.

C) Facilities to save

Savings depend not only on the will and the powesave, they also depend upon the facility

to save. These facilities are:-

1. Peace and security People can save only if their life and propeatg secure. They

will not save if there is no peace and securithfefand property.
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2. Banking facilities:-An efficient and developed banking system faaiés savings.
Savings are secure and beneficial in the form shc# these are deposited in the
banks. Lake of banking facilities diminished savibhgcause in the absence of
banking facilities money remains in the hands ajpbe which is readily available for
spending.

3. Taxation policy:- The taxation policy also influences savings he tcountry.
Progressive taxation reduces savings because tag nacrease with the rise in
incomes similar is the case with wealth and sucoegaxes.

4. People generally show a tendendyp save less they feel that most of their incomes
will be taken away in the form of taxes and therefohey save less. On the contrary,
expenditure tax encourages savings because to tusithx, people save more out of
their income instead of spending it.

5. Value of money- The value of money decreases with an increageiaes. People
wave less for fear of fall in the money value digbin the price level or the value of
money encourages savings.

6. Investment opportunities- Investment opportunities encourage savings. rggvi
increase if there are sufficient opportunities gest in trade and commerce. The
development of stock and exchange markets alsdtgsesu more savings scarce
investment opportunities result in less savings.

7. Economic policy.- Facilities to save are also influenced by thenemic policy of
the government. If the government wants to adoptsticialistic pattern of society, it
would like to nationalize different industries apeople will have a tendency to save

less.

2.6 The need for deposit mobilization

Deposit mobilization is one of the most effectiveans for intermediaries to mobilize
resource. It is one of the main functions of bagKiusiness and an important source of
working fund for the bank.

16



The establishment and extension of banking systanscreate new opportunities and
incentives for households and firms to save patheir income for the future. Absence

of saving is felt at the individual, financial iftstion and national economy level. Lack

of saving facilities for the individual means absemf security of funds, ready access or
liquidity and convenience in order to meet his/karious needs. At the level of the

financial institution, lack of saving facilities Wvicreate undue dependence on external
source of financing.favid R. Kaarerchen, 1980).

2.7 Possible opportunities enhancing deposit mobiliz@n

The analysis of binding constraint, depending agirthature and scope, should lead to
the identification of some opportunities for enhagcsavings mobilization. Some of
them have unexploited market, competition, progvesattitude, technology availability
in the market can be the likely opportunities fohancing deposits mobilization that may

breed paramount importance for the economy in géner

17



CHAPTER 3
3. DATA PRESENTATION, ANALYSIS AND INTERPRETATION

This part of the research deals with data presentaanalysis and interpretation based on
primary and secondary data. The primary data delbe¢hough questioner. In this part
primary data is used to assess the challenges bilimog deposit in Commercial Bank of
Ethiopia, city branches under Addis Ababa aredaéndomain of West Addis Ababa District
by distributing questionnaires to 110 employees Hd@ customers at 10 branches. Among
the questionnaires which were distributed to custen®l returned back 9 failed and

employees 102 returned back 8 failed.

The respondents were customers and employees.elrfotlowing table the response of

customers are presented and analyzed.
1. Questionnaire and Results Analysis of customer

Table 1 Characteristic of Customer Response

General Information Item Frequency Percentage
Male 53 58%
Sex Female 38 42%
Total 91 100%
18-28 25 27%
Age 29-39 55 61%
Above 40 11 12%
Total 91 100%
Merchant 45 50%
Occupation Employee 23 25%
Others 23 25%
Total 91 100%

18



According to item of the previous page table, tridenand female respondents of customers
are 58% and 42% respectively.

Item 2 of the previous page table indicates thegagep of the customer respondents, out of
91 respondents 27% of age group of 18-28 and 8ié6iéo and 12% have the age of 29-39
and above 40 respectively.

Concerning item 3 of table one merchants covergtieatest proportion of the occupation
category by scoring 50% of the whole customer redpots. The remaining unit’'s shows
25% & 25% employee & others respectively. Therefdrés safe to say that they can give
reliable information because they have good bankimayviedge.

1.1. Customers opinions towards the bank

_ No. of Percentage of
Question Answer
Respondent Respondent
_ _ Yes 81 89
Do you believe that CBE is a
_ No 10 11
reliable bank?

Total 91 100

From total number of 91 respondents 89% of theadents believed on CBE’s reliability
and a bank that keeps its word. However, 11% ofeéepondents do not believe reliability of

the bank. This shows the majority of the respotglbave trust on the banks reliability.
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1.2.Culture and habit of the society towards saving

_ No. of Percentage of
Question Answer
Respondent Respondent
Above 50%
half 3 3
How much do you save from yo

) Few amount 38 42
income?

None 50 55

Total 91 100

As indicated the above table 50 (55%) of resporgl@l@ not save from their income,
38(42%) saves few amount their income where as B&#ée half. From this data we can

understand that most of the society doesn’'t hawel galture on saving.
1.3 The practice of traditional savings

Most of our society uses traditional saving likeibg Edir these traditional savings has a

great value in our society. To measure the imphattaditional savings the data is presented

below.
_ No. of | Percentage  df
Question Answer
Respondent Respondent

In bank 14 15
How do you save from yoy Iquib 57 63
income? In house 20 22

Total 91 100

From the total number of 91 respondents 57(63%h@frespondent save their money using
iquib. 14 (15%) of the respondent save their incomigank. The remaining 20 (22%) of the
respondent save in their house. From this datayemee can understand that, most of the
society uses iquib for saving purpose. The bankEH)ORust design a new scheme to attract,
these who use iquib.
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1.4.Customers View Regarding Bank’s Product

tem Answer No. of Percentage of
No. Respondent Respondent
Saving 14 15
Local & Foreign Transfers 38 42
L Which product of the | Loan 6 7
bank are you used? | Saving, local and foreign transfer 26 28
All 7 8
Total 91 100

From 91(100%) respondents indicate that there {45P4) of the respondents are saving
product users, 31(42%) are users of Local & Fordigansfers, 6(7%) are users of loan,
26(28%) are users of both saving and local andigorgansfers and 7(8%) is user of all
product of the bank. This shows the majority of thgpondents are users of local and foreign

transfers.

As reflected by the above table 1.4 items 1 thegreage of customers who used all product
of the bank is 7(8%), customers who use savingl@ral and foreign transfers are 26(28%).
This shows that the majority of the customers aersi of one product of the bank that

hinders the bank’s deposit mobilization.

Why not are you using other products of the bank?

Because some of the reasons those customers ds@atther products of the bank are the
following.

Customers are served best by other competitors.

Customers are offended by the bank’s poor senatigaty.

Customers have lack of awareness regarding theipt®df the bank.

Customers are claimed that the bank is not acdedsibtheir living environment.

Customers are said that in our current situatibpralducts of the bank are not necessary

for us.

So, because of the above reason customers arsingtather products of the bank.
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1.5. Customers View of Bank’s Product Awareness

No. of Percentage of
Item Answer
Respondent Respondent
Are you well aware about all | Yes 41 45
products that the bank No 50 55
provides? Total 91 100

The total number of 91 respondents summarizes abethat 41 (45%) of them are well
aware the bank’s product 50(55%) customers aremetitaware about all products of the
bank. In general many customers are not well aahoat the bank’s product. This will be a
cause for losing many of its customers that is beeasuch kind of customers might be
attracted by other competitors of the bank.

In the above table reflected the majority of custmmprovide their opinion regarding the
mechanisms that the bank should create awarenesk. sdme of the mechanisms are as

follows:

Posting its entire product on notice board.
Distributing pamphlets, brochures, leaflet etc
Using mass-medias

Posters

22




1.6.Customers View on Bank’s Accessibility

No. of Percentage of
Item Answer
Respondent Respondent
Near 40 44
How far is the branch from youy Moderate 45 49
living environment? Far 6 7
Total 91 100

The above table 1.6 reveals that the branchessaitukty relatively for 40(44%) proportion
of respondents is near, 45(49%) is moderate, anthéoremaining 6(7%) respondent is far,
Even though, the bank have moderate accessibdityafge proportion of the respondents,
still it is far for small proportion of respondeand this is an obstacle (challenges) for the
bank to meet one of its objectives that is depasibilization.
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1.7.Customers view on the banks materials and employeegrformance.

No. of Percentage of
ltem Answer
No. Respondent Respondent
Very Good 35 38
Good 35 38
How do you see the bank
_ Neutral 11 12
1 technology in respect t
_ Poor 7
modernity?
Very poor 4 5
Total 91 100
Very Good 36 40
How do you evaluate employe( Good 29 32
5 of the bank on handling yoy Neutral 11 12
complaint and problem solvin Poor 10
during service delivery process| Very poor 6 6
Total 91 100
Very Good 41 45
Good 32 35
How do you see employee
o ) o Neutral 12 13
3 | team spirit while providing th
_ Poor 4 5
services?
Very poor 2
Total 91 100

The above table 1.7.revels that the majority 35(B&¥respondents provide a positive

response towards the bank’s technology in respegctadernity, 11(12%) of the respondents

are neutral. About 6(7%) of respondents said ipa®r and the remaining 3% of the

respondent very poor. This shows that since theomtyajof respondents have positive

attitude that will be best opportunity for the baonkmaintain its competitiveness.
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The second item in table 1.7 it demonstrate thetfeat 36(39%) of respondents appreciate
employees complaint handling ability, 29(32%) respents said they are good, 11(12%) of
the respondents are neutral 9(10%) of respondetistsey are poor, and the remaining
6(6%) of the respondents are very poor. This shiowggneral employees complaint handling
is very good and this is a good opportunity for tia@k to have employees who possess one
of the elements of quality service.

Regarding employees team spirit, the majority spomdents 41(45%) are said s very good,
32(35%) of respondents are said they are good %2 d8the respondents are neutral, 4(5%)
of the respondents said poor and the remaining P@%he respondents said very poor.
Based on these information employees team spigb@l and this is a best strength for the

bank to have employees who possess one of the migwfequality service.
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2. Questionnaire and Results Analysis of Employees

Table 2 Characteristic of Employees

General Information ltem Frequency Percentage

Male 53 52%

Sex Female 49 48%

Total 102 100%

1-4 25 25%

Service Year 5-10 44 43%

11-15 22 21%

Above 15 11 11%

Total 102 100%

Diploma 42 41%

Educational BA Degree 50 50%
Quialification MA 10 9%

Total 102 100%

According to item of the above table, the male famdale respondents of employees are 52%
and 48% respectively.

Item 2 of the above table indicates the service geaup of the employee respondents, the
greatest proportion of the service year categorysdgring 43% of the whole employees
respondents. The remaining 25%, 21% and 11% uwstitsvs Service year group 1-4, 11-15
and above 15. Therefore, it is safe to say theyt tan give reliable information because they
have enough banking knowledge.

Concerning item 3 of table indicates that educatiaqualification group of the employee
respondents; out of 102 respondents BA Degree rolmw/er the greatest proportion of the
Educational qualification category by scoring 5084h@ whole employees respondents. The
remaining unit's shows 41% & 29% Diploma & MA hotdaespectively.
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This analysis is based on the questionnaires ¢etleitom employees of the bank to know

their opinion regarding deposit mobilization.

2.1.Employees View regarding their participation in mohlizing Deposit

No. of Percentage of
ltem Answer
No. Respondent Respondent
Very good 46 45
~ | Good 23 22
How do you rate your dire
. I Neutral 18 18
participation in mobilizing the planne
, Poor 11 11
deposit?
Very poor 4 4
Total 102 100

The responses indicated that out of 102 resporiiennajority of employees 46(45%) & 23

(22%) have believed on their directly participatioegarding mobilizing deposit. The

remaining 11(11%) & 4 (4%) of respondents said ttiety are poor and very poor

respectively.

As they said, employees who have direct partiagmatin mobilizing deposit have the

following roles: Awareness creation for customamshe importance of saving at the bank’s

counter.

» Delivering a quality service for existing customers

» Attracting new customers dealing with branch marsage

* In order to retain our customers, trying to idgntiheir reasons of closing their

account.

» Attracting new customers through our existing cots by providing them a quality

service.

* Giving exceptional customer service for our promineustomers.

» Intensively working on cross-selling activities esjally for our foreign transfer

customers.

» Developing good relationship with our customers.
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2.2. Employees view Regarding Bank’s Working Environment

No. of Percentage of
ltem Answer
Respondent Respondent
Very Good 5 5
_ Good 23 22.5
How do you describe the bank’
) ) | Neutral 24 23.5
working environment regarding
- _ Poor 47 46
to mobilize deposit?
Very poor 3 3
Total 102 100

The respondents indicated that out of 102 respdeddrat the working environment in
general is poor 47(46%). On the other hand, 5(5%)espondent said it is very good.

However, relatively the bank’s working environméstt mobilizing deposit is poor.

This shows that the majority of the employees beliethat is poor working environment this

affect that banks target of deposit mobilization.

Employees who responded there is poor working enuient regarding to mobilize deposit

express some of their reasons as follows:
» Shortage of office equipments like printer, by mniater there are so many users,
» Shortage of office furniture like chair for both ployees and customers,

* Branches narrowness means there is a suffocation,

» Shortage of windows (cage).

So, because of the above reason the working emagohis poor.
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2.3.Technological Advancement

No. of Percentage of
N ltem Answer

0. Respondent Respondent

Very Good 42 41

Good 31 30

At what level of technologicalNeutral 10 10

1 advancement has your bran Poor 15 15

achieved so far? Very poor 4 4

Total 102 100

All of the 102 (100%) of respondent indicates thia¢re is depicts that, 42(41%) of
respondents replied that their branch is suitaiMégchnological advancement is very good,
31(30%) of the respondents are good, 10(10%) ofglpondents are neutral, 15(15%)of the

respondents are poor, 4(4%) of the respondentseayepoor and the remaining are silent
Based on this, in the majority of branches themaiitable technological advancement.

Employees who responded there is no suitable mitudbr technological advancement

activities express some of their reasons as fotlows

» Absence of attitudinal change among employeeseobaink

» Lack of awareness among employees of the bank oangecross-selling activities.

» Shortage of Human Resourc

e
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2.4. Employees view about the training they have taken

No. of Percentage of
ltem Answer
No. Respondent Respondent

Very Good 18 18
o | Good 16 16

How do you see the training creati
_ Neutral 20 19

1 methods that the bank provides for|i

employee to mobilize deposit? Poor 37 36
Very poor 11 11
Total 102 100

The above table indicates that 18(18%) of respasdeave believed that the training
creation method of the bank is very good, 16(16#4he respondent is good, 20(19%) of the
respondent are neutral, 37(36%) of the respondgmbar, 11(11%) of the respondent is very
poor and the remaining is not respond Based on theority of employees have poor
training regarding deposit mobilization. So, ttssdisadvantage for the bank to achieve its
planned deposit.

The above table, employees who answered the bamaksng is poor said that they have not
taken formal training and that situation is letrth&o do their activities based on their own
way. Based on this, unavailability of formal traigi creates performance gap among
employees of the bank.
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2.5.Awareness of employees on deposit mobilization

No. of Percentage of
ltem Answer
No. Respondent Respondent
Strongly Agree 21 20
. Agree 49 48
Are you committed to do
) ) Neutral 17 17
1 | whatever it takes to determine the_
_ _ Disagree 7 7
optimal level of bank deposit? _
Strongly disagree 8 8
Total 102 100
Strongly Agree 8 8
_ ‘Agree 55 54
Making strong effort on deposit
o o Neutral 20 19
2 | mobilization takes priority over _
_ _ Disagree 9 9
meeting our internal needs? _
Strongly disagree 10 10
Total 102 100
Strongly Agree 42 41
Do you know the future andAgree 60 59
3 specially the importance ofNeutral - -
deposit mobilization for yourDisagree - -
bank? Strongly disagree - -
Total 102 100

In the above table item 1 shows that 21(20%) of tégpondent are strongly agree,

49(48%)of the respondent say that the commitmetiteemployee are agree.17(17%) of the

respondents say that the commitment of the emplayeeaeutral and the rest are disagree

and strongly disagree.
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The data of item 2 shows that 55(54%) of the redpots just agree on that the employee are
making efforts on deposit mobilizing prior theirtemal need 8(8%) of the respondents
strongly agree. On the other hand 20(19%) of thepardent neutral, 9(9%) of the
respondents disagree and 10(10%) of the responsieatgyly disagree.

Item 3 shows that 42(41%) of the respondents slyagree. and the remaining 60(59%) of
the respondents just agree on the knowledge ofmmeltowards the importance of deposit

mobilizing.

The above table shows to enhance and to achiego#ief deposit mobilization, awareness
of the employees has significant role. From thevabtable any one can observe that,
awareness of employees little encouraging. Event i§ encouraging it requires great

improvement.
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2.6. CBE’s Promotion on Deposit Mobilization

Promotion has a great impact to influence peopteiais an easy way to transfer message

for targeted one.

No. of Percentage of
ltem Answer
No. Respondent Respondent
Very high 10 10
High 36 35
1 How do you rate CBE’s | Medium 42 41
promotion? Low 14 14
Very Low
Total 102 100
About aggregate service 46 44
_ About quality service 28 28
What are the main focuses :
2 _ About credit
of the promotion? :
About deposit 28 28
Total 102 100
Very high 11 11
High 10 10
How do you rate CBE i
Medium 15 15
3 | promotion in terms o
. Low 44 43
Geographical coverage?
Very Low 22 21
Total 102 100
Very high 5 4.5
High 10 10
How do you rate CBE i
_ ) Medium 15 15
4 | promotion in terms o
) ) _ Low 44 43
using variety of media?
Very Low 28 27.5
Total 102 100
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Item 1 of the previous page table show that mosh@®frespondents that is 10(10%) said that
CBE’s promotion on deposit mobilization is very hi@6(35%) of the respondent said that
high, 42(41%) said that CBE’s promotion on depaosibilization is medium, the remaining
14(14%) said that it is very low.

According to item 2, indicates that 46(44%0 of teepondents said that CBE’s promotion
focused on aggregate service of the bank 28(28%thefrespondents said that CBE’s
promotion focused on quality service and also 2B(R®f the respondents focused on

deposit

According to item 3, indicates that 11(11%) of tkepondents are very high promotion in
terms of geographical coverage, 10(10%) of theaiedent high, 15(15%) of the respondents
medium, 44(43%) of the respondent said that low #m remaining 22(21%) of the

respondents are very low.

According to item 4 indicates that 5(4.5%) of tlespondents promotion in terms of using
variety of media, 10(10%) of the respondents agh hil5(15%) of the respondents are
medium, 44(43%) of the respondents low promotiod #re remaining 28(27.5%) of the

respondents said that very low.

From the above table we can see that CBE’s promaiio deposit low and it focuses on
aggregate service of the bank. So the CBE”s pramatiust focused on deposit (saving)
especially on households savings or personal sawogtribute substantial part aggregate

savings.
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2.7. Computation of banking industry

No. of Percentage of

No. ftem Answer Respondent Respondent
Very good 10 10
How do you rate the frequel Good 27 26
L innovation of new products arn Neutral 12 12
improvements of other bank poor 44 43
compared to CBE? Very poor 9 9
Total 102 100

The above table 11(10%) of the respondents sayvéina good innovation of new products
and improvements on banks, 27(26%) of the respdrgsod, 12(12%) of the respondents
neutral 44(43%) of the respondents poor and thairéng 9(9%) of the respondents very

poor.

The computation of banking industry has strong ichjpe deposit mobilization when in the

above table innovation of new product and improvwenme CBE'’s is poor.
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2.8.Technological Approach

No. of Percentage of
Item Answer
No. Respondent Respondent
Very good 10 10
Good 27 26
Significance of CBE’s existin
1 Neutral 12 12
technology for deposit mobilization?
Poor 53 52
Very poor
Total 102 100

The above table is about the significance of CBE@sting technology for deposit

mobilization .10(10) of the respondents says veygdy 27(26%) of the respondents says

good, 12(12%) of the respondents neutral and tmaireng 53(52%) of the respondent says

poor.

CBE'’s technological approach is below the desiexll especially on the process of deposit

mobilization it has insignificant impact. The bamis widely use technological innovation to

attract mainly corporate customers who hold hugeuwarhof deposit.

Finally, employees were asked about the recommemdétey have to the bank so as to

achieve its planed deposit through opening newdhras And they recommend as follows:

* The bank must use modern technologies relatedrtk ipaustry.

* It must fulfill its branches human resource requieat.

* It must create awareness for the community conkgrttie importance of saving.

* It must build employees efficiency through provigliormal training.
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CHAPTER 4

SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATION

4.1Summary of findings

This paper tries to identify and analyze challengfeSBE in its deposit mobilization

In the customer’s opinion towards the banks reitgomajority of the respondents
believed on CBE'’s reliability.

In culture and habit of society towards saving, trafsthe society has do not save
their income.

The practice of traditional saving most of the sbcuses traditional saving or iquib.
The customers view regarding bank’s product majaoit customer uses local and
foreign transfers.

In customers view of the bank’s product awarenéssrespondents are not well
aware about all products of the bank.

In customers view on bank’s accessibility relativees large population of
respondents said moderate.

Customers view on banks employees performance ityajof the respondents
provide a positive response towards the banks tdoby inspect to modernity
employees complaint handling ability and employteesn spirit.

In view of employees direct participation in mobitig deposit is majority of the
employees have believed on their direct partiograiin mobilizing deposit.
Employees view regarding banks working environnraajority of the respondents
said that the working environment is poor.

In employees view about the training creation meéthw@jority of the employee said
that there is poor training creation about deposibilization.

Awareness of the employees on deposit mobilizaisoencouraging even if it is
encouraging it requires great improvement.

Promotion on deposit mobilization focused on aggregervice of the bank. CBE'’s
has low promotion in terms of geographical coverage using variety of media.
Computation of banking Industry has poor impactieposit mobilization.

Significant of CBE’s existing technology for depasiobilization is poor.

37



4.2 Conclusions

This paper tries to identify and analyze challengésCBE in its deposit mobilization
Endeavour. In order to this, we have taken prinzemy secondary data. Accordingly the data

analysis shows the following results:

+ Building public trust has a significant impact oolniizing deposit. As shown on the

study the majority of respondents have trust orbtie.

+ When we measure culture and habit of the societartds saving, most of the society
does not save from their income. And also we camtloole that most of the societies

have no enough knowledge on banking system.

& From those who not save their income, we can utalatsthat low income of the

society has negative impact on savings(deposit imation)

+ When we see the role of negative impact on saidggosit mobilization on it. This

study shows that most of the society used Iquisdoing purpose.

+ According to the investigation the majority of austers are not well aware about the
bank’s product. Therefore, this will be a cause ttog bank to lose many of its
customers. That is because such kind of the customeght be attracted by other

competitors of the bank.

+ Even though the bank moves aggressively to incrpesdmity and accessibility of
the bank through expansion of branches, increasingvailability of Automatic

Tellers Machine, increasing working hour, stilhéeds additional effort.

+ As the majority of the customers said, employeesptaint handling and team spirit
is in general is very good. Therefore, this willbdesst opportunity for the bank to have
employees who possess elements of quality ser@oethe other hand, customers
were complained on employees’ problem solving ghiland this has a negative

impact on the process of service delivery.
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According to the majority of employees have dirgetrticipation on mobilizing
deposit? Based on this they perform cross sellictgyies by using the existing
suitable situations occurred in their respectivenbhes. On the other hand, there is a
performance gap among employees of the bank andoadsich managers due to un

availability of formal training that should be prded by bank.

To enhance and to achieve the goal of deposit imabdn, awareness of the
employees has a significant role. When we comeamr@ercial Bank of Ethiopia’s
employee it is not on a desired level. Even thomdoks encouraging, still it needs

improvement.

When we see Commercial Bank of Ethiopia’s promqtiee can say that it is not act
(perform) on a desired level. Mostly it focusesaggregate service of the bank and it

has less coverage on deposit (saving) promotion.

Competition on banking industry has great impactieposit mobilization. When we
compare Commercial Bank of Ethiopia’s service dqualith other banks, it looks
good and encouraging. When we come to innovationnedv products and

improvement it is not satisfactory.

Nowadays, Commercial Bank of Ethiopia trying toracluce some technological
futures, like Visa card, credit card selling pomachine, even if those things are
encouraging. The present condition of CommercialkBaf Ethiopia’s technological

approach is below the desired level; especiallyhenprocess of deposit mobilization

it has significant impact.
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4.3 Recommendations

In view of conclusion made above the following domstive suggestions and

recommendations are forward:

>

In order to get substantial amount of deposit fiomause hold savings and personal
savings, the bank has to play a great role on éhgribe habit and culture of society
towards saving and on developing banking knowleafgihe society. The bank can
change attitudes of the society through panel dson, using aggressive promotion

importance of saving, by increasing its proximibgaccessibility.

Even though the power to save the people dependlednincome. The bank can
influence those who have low income by changing #eesumptions that low income

people cannot saving via developing new schenlasglioup account.

To build employees problem solving ability and tmimize performance gap among
employees and branch manager’s different capadaiiydibg training should be

provided.

To attract those who use Iqub, the bank must deseym scheme like Iqub users
account and by making interaction with the persdr wollect Iqub Birr and advise

him//her to open account.

When we see awareness of the employee towardsgsauwan if it is encouraging it
required great improvement. The bank can improeeaivareness of the employee

through discussion, meeting & training.

When we come to Commercial Bank of Ethiopia proomtihe bank must focus on
creation of awareness on society towards savingban#ting knowledge. In addition

the bank has to do constant promotional work.

When we come to CBE’s working environment majodfythe respondents said that
there is poor. Therefore, the organization mustubiling the office furniture &

equipments and increasing windows (cage).
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» To get competitive advantage in banking industey hnk must improve its quality
service; enhance innovation of new products anderdifitiating bank deposit

products.

» To increase its accessibility and proximity the tdesdifferent efforts like increasing
availability of Automatic Tellers Machine, expansi@of branches and increasing
working hour. In addition the bank has to be imadticing internet banking, credit

card.

» Technological innovation in general and informattenhnology in particular have a
major effect on banking and finance. In this asgbet bank has to widely install
branch networking system that avoids time and pleoastraints on customer
satisfaction, and technological innovation to attn@ainly corporate customers who
have big amount of money. There for the bank mustl lits capacity of computation

through giving quality service and through enhanoevation and improvement.
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St. Mary’s university College
Faculty of Business
Department of Accounting

Questioners for employee of challenges of mobijzoleposit in Commercial Bank of
Ethiopia, city branches under Addis Ababa aredéndomain of West Addis Ababa District.
For partial fulfillment of the bachelor of Arts Desg in Accounting. The data to be collected
will be exclusively used for study purpose and kegatret. No need of writing your name we

thank you in advance for taking your time in ansmgethis questioner.
1) Male B. Female

Service year
1. 1.4 B. 5-10 C. 11-15 D. Above 15

Education Qualification
A. Diploma B. BA Degree cav

1. How do you direct participate in mobilizing the pheed deposit

A. Very good B. Good C. Neutral D. Poor E, Very poor
2. How do you describe the banks working environment?

A. Very good B. Good C. Neutral D. Poor E, Very poor
3. If your Answer are the banks working environmemésr, what additional mention

should be provided?

4. At what level of technological advancement has ywanch achieved so far?



A. Very good B. Good C. Neutral D. Poor E, Very poor

5. How do you see the training creation methods tiabank provides for its employee
to mobilize deposit.
A. Very good B. Good C. Neutral D. Poor E, Very poor

6. If your opinion is poor regarding the training & argness creation methods of the

bank, what are your reasons?

7. Are you committed to do whatever it takes to deteenthe optimal level of bank
deposit?
A. Strongly agree B. Agree  C. Neutral D. Disagree  E. Strongly
disagree
8. Making strong effort on deposit mobilization tak@®rity over meeting over
meeting our internal needs?
A. Strongly agree B. Agree  C. Neutral D. Disagree  E. Strongly
disagree
9. Do you know the future and specially the importaotcdeposit mobilization for our
bank?
A. Strongly agree B. Agree  C. Neutral D. Disagree  E. Strongly
disagree

10.We regularly look for new schemes to enhance deposbilization?

A. Very high B. High C. Medium D. Low E. Very low
11.How do you rate promotion of CBE in related to dgpmobilization?
A. Very high B. High C. Medium D. Low E. Very low

12.What are the main focuses of the promotion?
A. About aggregate service of the bank
B. About quality of service
C. About creditors
D. About depositors

13.How do you rate CBE promotion in terms of the faling?

Terms Very high High Medium Low Very low

Geographical coverage




Using Varity of media

selection

14.Did you see frequent innovation of new products iamgrovements on banks?
A. Very good B. Good C. Neutral D. Poor E, Very poor

15.What is the significance of CBE’s existing techrgyldor deposit mobilizations?
A. Very good B. Good C. Neutral D. Poor E, Very poor

16.1f there is other challenges please suggest
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