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ABSTRACT

This study was conducted to assess CBE customerseption towards IFB products and
services, to imply that how deposit mobilization t& improved, how CBE can increase No. of
IFB customer’s vis-a-visbetter and high quality kisng services. Purposive sampling procedure
was employed for this study. The study was conduateeight purposely selected branches
namely: Africa Avenue and A/Amba Michael branches fEast Addis district, Addis Ababa and
Gulele branches from North Addis district, Alem Bamd AnuarMesgid branches from West
Addis district, andGofasefer and DileGebeya brascfrem South Addis district. From each
branch customers included in the sample as respusdéom the total of 162 questionnaires
distributed, 142 were returned, out of which 13Zevesable. This research used Concurrent
mixed methods. Concurrent mixed methods are thosghich the researcher converges or
merges quantitative and qualitative data in orderprovide a comprehensive analysis of the
research problem. Quantitative data were analyzeohgi descriptive statistics tools such as
frequency, percentages, means and standard dewidimary logistic regression model, which
is best, fits the analysis for factors that influenCBE customers to choose IFB products and
services were employed. The results of logit msigelvs that price of service, quality of service,
quality of staff, convenient branch location, iefhice of family and friends and religion were
found to have significant relationship with overalkrception towards interest free banking.
Whereas, awareness of respondents, age, sex, dmoupkevel of education, income level,
marital status, interior atmosphere of branches analvision of IFB service were found to have
no significant relationship with overall perceptitmwards interest free banking.

Key words: Bank, Interest free banking, Perception.
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CHAPTER ONE
INTRODUCTION
1.1.Background of the Study

Bank is an institution responsible for receivingllecting, transferring, paying, lending,
investing, dealing, exchanging and serving mone&y @aim to money to both locally and
internationally (Woelfel, 1993). Banks earn maximeeturns from this intermediation in the
means of interest. Banks charge higher interedvams to envelop all the expenses, cost of
fund and profit for the owners. On the contraryetast Free Banking (IFB) is the alternative
method of banking administered under Islamic Shhriprinciples. Unlike conventional
banking, interest free banking is run under tha@pies of partnership, mutual solidarity and
reciprocal social development (Dusuki and Abdull2007; Ahmed 200). Interest free
banking by principle, is also different from thengentional banking system. Payment of
interest which is known as Riba is strictly prolaki in Interest free banking. In several
verses from the Qur'an Allah undoubtedly underlitiest includingRiba is like inviting a
war against Allah and his prophet Mohammed. He alsarly differentiated between Riba
and profit and also strongly indoctrinated net tmfase between these. The Quran also
clearly defines that profit must be earned fromhaxge of goods and services but not from

exchange of money itself (khan et al, 2008)

The key element under this system of banking isnterest rule, meaning that users of
products or services of Islamic banks can neitlaen @or pay interest on loans, because the
principle upon which this system of banking baseshibits any pre-determined interest in
business dealings. Secondly, all forms of investsiemust be made on legally and morally
approved causes. This therefore imposes that ectiyity or transaction that will involve
Islamic banks must be thoroughly screened throeghalland moral filters to ascertain the
worth of such ventures and or whether they aredasehe principles of Islamic sharia law.
This is no different from the conventional conceptethical investing or being socially
responsible. Thus, any transactions or contractiemuislamic finance are not permissible
once they involve ammunition, dealings in pork, féng, pornography or any other

products and services which are non-compliant withprinciples and rules underlying the



concept. They include avoidance of interest, gread unfair exploitation, excessive
speculation and uncertainty. Given this, finansevices, products, contracts or transactions
with Islamic banks must be structured to refleesthprinciples. Since its inception in Egypt
in 1963 and sporadic progress in 1970s, Islamikibgnhas grown remarkably in size and
number and since late 1980s and early 1990s, Isldranking has been enjoying an
unmatched support from the World Bank and the IMficlv continued to more strategically
and competitively position the hitherto infant istly to a serious player in the global
financial system, catering not only for specificeds of Muslims but Non-Muslim
communities alike who wish to pursue economic vesguthat are devoid of interest
(Dogarawa, 2011; Joseph, 2011).

IFB industry has experienced a remarkable growtér dlee last four decades (khan et al,
2008). IFB are currently very popular among the-Marslims in different parts of the world
(knight, 2007). Observing this increased demanffieréint giant multinational conventional
banks are opening IFB widows proving interest fsaaking products in different part of the
world (Beng and Ming, 2008). CBE is also among ¢hesnventional banks that opened IFB
widows in some selected city branches and outlireadihes to provide IFB products and

services.

Perception is the way people organize the massiveunts of information they receive into
patterns that give it meaning. People will usértherceptions of reality, not reality itself, to
decide how to behave. Perception is the act okdnstg, realizing, and becoming aware of
through the senses (Albrecht, 2003). Perceptiorcustomer is identified through the
satisfaction level about any product or service satikfaction level usually measured by the
offering services by the institution. Turnbull (I®8was among the first researchers who
studied perception of corporate customers towahes tanks. His pursuits are that big
organizations prefer foreign banks rather thanrthetal banks.Two factors found by
Rosenblatt et al. (1988) that describe decisioningalrocess influenced on these two
factors. First factor is that banks provide th&rvices with better branching networks and
second factor identified by researcher is that bawkh their better quality services as

compared to innovative products.



Ethiopia is a country in which Muslims represent3h 1% share of its population (ICPS,
2012). Total fund deposited under special demanubsle (i.e type of deposit prepared for
those who do not want to participate in interesirimg activities.) in CBE is indicator of
public willingness to use IFB products and servise.IFB products and services enter into
the market, an important consideration is the custaattitudes, perception and expectations
towards IFB products and services.

From the previous studies in Ethiopia, it is obsédrthat various studies conducted on the
conventional banking system products and servioe®m the IFB products and services. As
a result limited empirical studies are availabletiom IFB system. Therefore, the aim of the
study is to assess perception of CBE customersrtlsvd-B products and services and

factors that influence customers to choose IFB petsland services.

1.2 Statement of the Problem

CBE is the leading commercial bank in Ethiopia &mwheer to introduce modern banking to
the country (source: website of CBE). It is promglithe bank services to its customers and
stakeholders for more than seven decades with difiesl products and services. These
include Deposits, Credit facilities, Money transiieth local and international, trade service,
Forex services, correspondent bank, card bankmegrnet banking, Mobile banking, and so
on. This is intended to meet customers demand &pdctation in other way of saying to
ensure service excellence. CBE; now a day's aggedg®xpanding branches to access the
unbanked societies.The branch expansion curregdighes more than940 as of March, 2015.
Trying to meet the demand of customers by intraayiciarious new products and services.

IFB is also the one which is categorized under pevducts delivered at CBE counter.

Over the past four decades, Interest free bankasgeimerged as one of the fastest growing
industries. It has spread to all corners of thébgland received wide acceptance by both
Muslims and non-Muslims (Igbal and Molyneux, 200®terest free banking performs the
same essential functions as banks do in the covahtsystem, except that the need for
them to carry out their transactions in accordamitle the rules and principles of Isam(Henry

and Wilson, 2004; Igbal and Mirakhor, 2007). Frorthaoretical perspective, interest free



banking is different from conventional banking b&sa interest (riba) is prohibited in Islam
i.e., banks are not allowed to offer a fixed rateradurn on deposits and not allowed to
charge interest on loans. A unique feature of esiefree banking is its profit and loss
sharing (PLS) paradigm, which is predominantly dase the Muderabah (Profit and loss
sharing) and Musharakah (joint venture) concepttslaimic contracting (Khan, Mirakhar,
1989; Igbal, 1997). Interest free banking finanskilvices are currently very popular among
the non Muslims in different parts of the world {&nt, 2007). Moreover, it is not limited to
Islamic countries. In August 2004, the Islamic Bawik Britain becomes the first bank
licensed by a non- Muslim country to engage inrggefree banking (Beng and Ming, 2008).
Observing this increasing demand, different giantltimational conventional banks are
opening interest free banking windows providingerest free services to widely scattered
population (Hassan and Ahmed, 2001, Huda et al7R@DBE is among these conventional
banks that opened IFB windows in some selected miggnches and outline braches to
provide IFB product and services. It commencesisesvin some selected city and outlines
branches on October 28, 2013. This is because ¢b enstomers demand concerning interest

free services.

Studies by (Ahmad and Haron,2002) pointed out tieigion as the main reason for

choosing interest free banking products and sesyiadich has been grounded under the
principles of the Quran and the Hadith. Howevéndges in Malaysia, United Arab Emirate,

Kuwait found non- religious factors like efficiencgost-benefit etc. in conjunction with a

religion as the influential factors behind choosiag interest free banking product and
services (Dusuki and Abdullah, 2007; Wilson, 199%Kn and Bley, 2004, Owen and

Othman, 2001; Metawa and Almossawi, 1998)

The introduction and sustainability of Interesefteanking in Ethiopia is of great importance
for several considerations. Including request KB &ervice for long, even if CBE introduced
special demand deposit it is not adequate. Secahélytarget population represents large
group according to central statistics agency mbaa 27 million. Thirdly SDD customers

and deposit has been growing time to time, i.e mben 200,000 customers and 1.8

Bindeposit, And finally NBE's authorization diraats.From the past studies in Ethiopia



there are no much studies conducted on the IFBugtedand services. As result limited
empirical studies are available on IFB system. Mueg, it is has not been investigated in the
CBE.

Changes in the Ethiopian financial landscape aedrtttoduction of IFB has generated new
dimension and phenomenal in banking sector. Suehasm had also led to the changes in
the customer’s taste and demand for better and ugtity banking services. Since the
emergence of more financial institutions in receears, both conventional and IFB,
customers, Muslims and non-Muslims alike have h@esented with enormous choices to
choose from in term of banking products and sesvi€ather, customers are now spoilt for

choices to choose the ones that meet their neebiwamts before making any decisions.

Similarly, this situation also applies to the protduand services offered by the IFB system.
These products not only have to compete with prisdoffered by the conventional banking
but also among the products offered by the IFBfitEaie to this stiff competition, the IFB
therefore need to consider several criteria suchaa&’s image and performance, speed of
transaction, channel of delivery system, bankingveaience and product diversity to attract

customers to continuously do banking business thigm.

Hence, the current study is an attempt to exantieectistomers’ perception and acceptance
of Interest free banking services in Commercial lBah Ethiopia. Specifically, the study
attempts to assess perception of CBE customergdewBB products and services and also

to uncover the factors that may influence it.

1.3. Research Questions
This study was conducted to answer the followingstions:
1. What is the CBE customers’ perception towards IF&ipct and services?
2. What is the overall awareness of CBE customersrisw#B products and services?
3. What are the factors that influence CBE custonmechbose IFB product and services?
4

. What are the opinion of respondent towards IFB pebdnd services?



1.4.0Objectives of the Study

1.4.1.General Objective: The general objective of the study is to assess CBE
customers’ perception and acceptance towards IB8ugts and services.

1.4.2.Specific Objectivesthe specific objectives of the research are indude

1. To assess customers’ perception towards IFB praghatservices.

2. To investigate overall awareness of customers tdsvdB products and services.

3. To analyze factors that influence CBE customechtwose IFB products and services.

4

. To explore the opinion of CBE customers towards pfF8ducts and services.
1.5.0Operational Definitions of Terminologies

A. Bank:- Bank is an institution responsible for receivirgpllecting, transferring,
paying, lending, investing, dealing, exchange aedifg money and claim to money to
both locally and internationally.

B. Interest Free Banking: - is non-interest based financial or banking serwidhich
complies fully with Islamic laws.

C. Perception: - is the way people organize the massive amounisfarmation they
receive into patterns that give it meaning.

1.6.Significance of the Study

To know perception of CBE customers, towards IF&dpct and services the study becomes
necessary. Since, CBE recently begins providing fF8duct and service in a dedicated
window through 92 branches in Addis Ababa and 2@2d¢hes in outline branches. Planners
and policy makers ofthe bank can draw lesson frbenresult of the study to formulate
additional strategies and tactics in relation tB.IFTo understand the level of awareness of
customers towards IFB product and services anddwige factors that influence customers
to choose IFB product and services the study becoetvessary. The study is important
because CBE can draw lesson to understand the reéedsstomers, by providing the
necessary services to fulfill these needs. Moreowas significant since the study would
recommend. Again it is significant because of thet that the study will become reference
for further research.



1.7.Scope of the study

The finding of the study would be more fruitfulitfcould be conduct widely by including more
branches of CBE. But due to time, labor and finacmestraints it is time consuming and tedious
to include more other branches. As result, the ystwds delimited to cover some selected
branches located in Addis Ababa district offices skudy was also delimit to treat issues such as
perceptions and opinion of CBE customers towardd pifoduct and services and level of
awareness of customers towards IFB product andcesrand to analyze factors that influence

customer to choose IFB product and services.
1.8.Limitation of the Study

The study was not conducted widely by including enother branches but limited to some
selected CBE branches only due to limitation oftiamd budget in conducting the study. In data
collection, some respondents were un-cooperativeraviding information. Specifically, they
were not interested to fill thesemi-structured goesaire. And also, some respondents were not

punctual in returning the questionnaire.
1.9.0rganization of the Study

This research paper is organized in to five chaptéhe first chapter deals with background,
statement of the problem, objectives research mumsstsignificant, scope and limitation of the
study and organization of the paper. The secongtehdocuses on pertinent literatures and
conceptual frame work of the study and operatictefinition of terminologies. Whereas,
chapter three describes the research methodologyoged in the study and operational
definition of variables. Chapter four focus on fdesmd discussion of the study. The last chapter

of the paper presents major findings, conclusiorisracommendations of the study.



CHAPTER TWO
REVIEW OF RELATED LITRATURE

2.1. Introduction

This chapter deals with operational definition efntinologies, literature that reviewed in

relation to philosophy of interest free bankingrge@tion of corporate customers towards IFB,
perception of customers towards IFB, level of awass of customers towards IFB, business
firms attitude towards IFB and financial institut® attitude towards IFB, Lastly deals about

conceptual frame work of the study and operatidmii®n of variables.
2.2. Philosophy of Interest Free Banking

The definitions of Islamic banking orlFB revolvedband one thing - Islamic lawSpari’ah).
This can be understood in the following definitidnam different authors. For instance, Sanusi
(2011) views Islamic banking as an alternative faffinancial intermediation that is based on
profit motive. That is, IFB is market driven butttvia moral dimension based on the Islamic
value system. Akram et al. (2011) see Islamic bapkir IFB as that banking system which is
run in accordance with the Islamic laws and 8teari’alboard; that guides the institutions.
Furthermore, Lawal (2010) defined Islamic bankisgaasystem of banking that is consistent
with the principles of Islamic lawShari’ah) and its application through the development of
Islamic economies. In addition, Marimuthu et al01Q) define it as the conduct of banking
based orShari'alprinciples. In the same line, Ghayad (2008) sdesnis banking as a banking
system that operates in accordance with the rdl&hari’ahi.e. Figh al-Muamalaflslamic rules

on transactions). In conclusion, Islamic banking iind of banking system that operates strictly

on the basis oBhari'ah(Islamic law).

Many Interest free banking literature assert tHdtoagh interest free banks perform mostly
similar functions to that of conventional banksgithapproach is distinctly different (Ahimed,
2000; Chapra, 2000; Warde, 2000; Henry and Wil2@®4; Igbal and Molyneux, 2005; Igbal
and Mirakhor, 2007). To illustrate, some of theiesal features of interest free banking and

finance which making it distinctive and unique fra conventional counterparts include: first,



Islamic banking strives for a just, fair and bakhcsociety as envisioned by the Islamic
economics (Mirakhor, 2000; Warde, 2000). Accordmdhe many prohibitions (e.g interest,
gambling, excessive risks, etc.) are to provideell playing field to protest the interest and
benefits of all parties involved in market trangacs and to promote social harmony (Ahmed,
2000; Chapra, 2000). For example, the prevailiragice of interest in the conventional banking
system involves injustice to the borrowers since itfiterest on their loans have to be paid
irrespective of the outcomes of their business.il8ity, interest-bearing contracts can be unjust
to the lenders especially when their returns orodiégp, which have been channeled by the banks
to the entrepreneurs, do not commensurate witlcheal performance of the investment (Lewis
and Algaud, 2001; Igbal and Molyneux, 2005). Secdnigtrest free banking is constructed upon
the principle of brotherhood and Cooperation, wistdmds for a system of equity sharing, risk
sharing and stake taking. It promotes such shanmbcooperation between the provider of funds
(investors) and the user of funds (entrepreneuhm@d, 2000; Igbal and Molyneux, 2005).
Third, as a system grounded on ethical and moeahdmwork of the Islamic law of Sharia,
Interest free banking is also characterized bycatmorms and social commitments ((Ahimed,
2000; Mirakhor, 2000; Warde, 2000). There is a mil&r based on the definitions of halal
(permissible) and haram (prohibited and undesijatyeerating at different levels, carving the
conscience of entrepreneur and firm, promoting aitpe social climate for society, and
providing an expedient legal framework (Chapra,2)98ccordingly, Interest free banks cannot
finance any project which conflict with the moradlwe system of Islam such as financing a

brewery factory, a casino, a night club or any p#wivity.

2.2.1. Basic Principles (Features) of Islamic Bank
Islamic banking is a unique type of banking systhat devoid all forms of transactions that are
prohibited in Islam. So for any bank to be classifias Islamic bank, the following basic
principles must be adopted for its operations (Giegiand Igbal, 2008; Abraham, 2008; Islamic
Financial Stability Forum, 2010; and Sanusi, 2011):



a) Prohibition of interest (Riba). Interest means a fixed predetermined amount intiaddo

the principal. It is prohibited in Islam. So foryabank to be called Islamic bank, it must not

engage in any interest related transactions, lergprofit and loss sharing transactions.

b) Prohibition of speculation (gharar). The term ghararliterally means hazard. More so, it

means transactions that have too much risk andharefore linked to gambling. Since Islam

prohibits speculation, a potential Islamic banK @ailoid all transactions with excessive risk.

C) Profit, loss, and risk sharing.Since interest is prohibited in Islam, the provsdef funds and

the entrepreneur in an Islamic banking settinggesiiae business risk and profits based on
mutual agreement. This act will equitably distrdbitcome, enhance social justice, and alleviate

poverty etc.

d) Shari'ahapproved activities. Islamic banking is a banking system that is base&hari’ah.
So any transactions that are prohibited by Shan’dhe likes of alcohol, gambling etc. are
avoided in Islamic banking. Islamic banks can quédytake in transactions or activities that are

approved by the Shari’ah advisors.

€) Social Justice.Islam prohibits Muslims from any transactions kegdto injustice and

exploitation of any kind. So Islamic banks can'g&ge in any transactions that will lead to
exploitation of any party.

f) Compulsory payment of zakatlt is mandatory for an Islamic bank to pay zakatkat is one

of the five pillars of Islam.

Q) Overseen by Shari’ahadvisorsEvery Islamic bank must be regulated by expertislamic

law who will have to audit the operations of Islanbianks and its products to make sure that

they comply with Shari’ah guidelines.

10



2.2.2. Modes of Operation in Islamic Banking
The modes of operation of Islamic banking are newerand there is room for further
innovation in the modes of operation provided they in line with shari’ah’s principles. Below

however, we restrict ourselves to the popular ones:

a) QardHasanloans: It is a benevolent loan given to deserving custsnby Islamic banks to

alleviate poverty. The beneficiary is required dya8ahto pay back only the principal to the
Islamic bank. However, the client may pay an addito show appreciation to the Islamic bank
but this intention should not be disclosed to timbhy the customer at the beginning of the

transaction.

b) Mudarabah(Silent Partnership): A mudarabahcontract is a financial transaction ciwv
there are two partners in the contract. One ofptréners will provide the needed capital (Rabb-
ul-Maal) and the other partner will go into the imess as entrepreneur (Mudarib). That is, the
Islamic bank will act as the capital provider (RabMaal). In this type of financial contract,
profits are shared between Islamic bank and theegr@neur (client) based on predetermined
ratio. However, in the event of loss the Islamiabbgor depositors) bears the loss while the
entrepreneur loses his or her effort provided itemeot as a result of his or her negligence.
Mudarabahcontract is of two parts in Islamic bagksgstem. One part of the contract is between
the Islamic bank and the depositors, and the sepandis between the Islamic bank and the

entrepreneur.

C) Murabahah(Cost-Plus Sale Contract): This type of contract is mostly use in the
procurement of equipment. It is a sale contractvbeh Islamic bank and its client at a fixed
profit called mark-up. In this contract, the cliewtll provide all the specifications of the
commodity and the Islamic bank will take the rigkparchasing it for the client at a cost plus
mark-up which the client can either pay in instairhor sum at a spot or at a stated period.

d) ljarah(Lease):ljarahis synonymous to leasing contract in conwerai banking. It is a

contract whereby an Islamic bank purchases an aswktleases it out to its client on the

agreement that the client will be paying a fixedoant at regular interval usually monthly for a
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specified period of time to the Islamic bank. It ynalso include the option of the client

purchasing the asset at the end of the contract fine bank.

€) Musharaqga(Equity Partnership):Musharaqgais a contract in which two or more persons
contribute capital for the establishment of a pattir business venture in such a way that each
partner has right to either involve in the admuaison of the business or not. However, partners
may decide to be active or sleeping partner at then will. In this kind of transaction in
Islamic banking, profits are shared based on agraéd which need not be equal to their
individual capital contribution, but loss is shastdctly based on individual capital contribution.
So, Islamic bank will act as a partner in this daserder to contribute in the capital formation as

well as in sharing profits and loss.

f) Salam (Forward Trade Contract): This is a sale contract whereby Islamic bank agtee
supply some specific commodities to the buyer ¢itsnt) at a future date that is specified in
exchange of an advanced full spot payment to tim.bEhat is, the client pays the full amount

and delivery of the commaodity to the client is damspecific future date by the Islamic bank.

2.3. Perception of Corporate Customers towards IFB

Turnbull (1983) studied the perceptions of corpsraustomers towards their banks. He
examined the relationship between 44 corporateomests in United Kingdom and their bankers
are found that size played an important role inmaaning split banking practices. Another
important finding of Turnbull (1983) was that largerporations tend to prefer foreign banks

than the local banks.

Turnbull and Gibbs (1989) conducted a study usiaggé’ and ‘very large’ companies in South
Africa. The objectives of their study were to fifattors that were considered important among
corporate customers in selecting their banks anfintbinformation whether companies have
single or split banking relationship. The findingngrally showed that the corporate customers
perceived that quality of service was the most irtgpd factor in establishing a relationship.

Other influential factors were quality of staff, fklamanager's attitude, and price of service.

12



Although very large companies considered qualitgefvice as the most important factor, both

price and quality of staff were equally important.
2.4. Perception of Individual Customers towards IFB

The studies of Erol and El Bdour (1989) and Erobklet(1990) are considered as the earliest
patronage studies on Islamic banking. Using bothventional and Interest free banking

customers, they found that customers who patroriziedest free banks perceived that the three
most important criteria in bank selection were phavision of a fast and efficient service, banks

reputation and image, and confidentiality.

Haron et al. (1994) sought to establish the selectriteria used by Muslim Customers in
Malaysia when selecting their banks. The three nmogortant criteria perceived by Muslims in
Malaysia were the provision of a fast and efficisetvice, the speed of transaction, and friendly
bank personnel. Another important contribution fribms study was the potentiality of individual
customers in patronizing the Interest free bankmthey had knowledge of this new system. 80
% of Muslim and 53 % of non-Muslim respondents aaded that they would consider
establishing a relationship with an Islamic bankhéy had substantial understanding of its

operations.

Metawa and Almossawi (1998) focused their studgustomers of Bahrain Islamic Bank and
Faisal Islamic Bank of Bahrain. They found thattooters of these two Interest free banks
perceived Islamic principles as the most imporfaator while selecting Interest free banks. The
second important factor was reward extended bpamks, followed by influences of family and
friends, and convenient location. The study of Metand Almossawi also indicate that socio-
demographic factors such as age, income and edocaére important criteria in bank selection.
This finding indicating religion as the most im@ont reason for customers patronizing Interest
free banks contradict those findings by Haron e{1894) and Gerrard and Cunningham (1997).
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2.5. Levels of Awareness of Customers towards |IFB

Two recent studies on the perception and understgrad Islamic finance deserve special note.
In the first, Bley and Kuehn (2004) surveyed busistudents’™ knowledge of financial aspects
of Islamic and conventional banks in the United lAEmirates (Sharijah). This is particularly
noteworthy in that this sample included a relagvieigh proportion of students knowledgeable
of general financial practices, and comprised sttglef both an Arabic and non-Arabic Muslim
background. The major finding was that Muslim stidepreferred Islamic bank services
because of religious motivations. A second findivags that while Arabic Muslims displayed a
high level of knowledge of Islamic financial terrasd concepts, non-Arabic Muslim students
had a higher level of knowledge of conventional Kiiagqn That said most students™ banking

knowledge was generally at a low level.
2.6. Business Firms™ Attitude towards Interest Fre®anking

Until recently, there has been very little work aertdken on business firms™ attitudes towards
Islamic methods of finance. The first study thatused on business firms attitudes towards
Islamic banks in a dual-banking system (that itankéc banks operating side-by-side with
conventional banks) was conducted in Kuwait by €£@097). Importantly, despite Islam being
the dominate religion in Kuwait, and regardlesstioé apparent preference of individual
customers of Islamic banking, the majority of besses preferred to deal with conventional
banks rather than Islamic banks. In fact, Kuwaiisibess firms ranked the size of the bank
assets to be the most important factor in theirkbsglection criteria, with Islamic banking
practices ranked fifth among the selected patrofiagiers. The evidence found also suggested
that most business firms in Kuwait were multipletbaisers, operating on the desire to obtain

specialized services from a selection of bankberahan a single provider.

The studies of business firm attitudes to Islarmarice are drawn from the Australian context.
In the study, Jalaluddin and Metwally (1999) sueak\ythree hundred and eighty five small
business firms in Sydney about their attitudes tdadhe profit/loss sharing method of finance
employed by Islamic banks. The results indicated fhctors other than religion were relevant in
this decision, including the degree of risk-sharnelgtive to the degree of business risk, the cost

of borrowing funds from other lenders, and the exge rate of return. Generally, the probability
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of applying profit/loss sharing methods of finaneas positively related to the levels of business
risk, interest rate, and expected rate of returmi#gating factor found which acted against the
use of profit/loss sharing financing arrangemenras the extent of management intervention on

a day-to-day basis by the funding body.

In the other study, Jalaluddin (1999b) again foduse small business firm’s attitudes towards
profit/loss sharing methods of finance. Even thoogsst, if not all, decision — makers in these
firms were non-Muslims, some sixty percent of rexfents expressed an interest in profit /loss
sharing methods of finance as an alternative toveational debt finance. As in Jalaluddin and
Metwally (1999),the primary motivation for the Atedfan business firms to obtain funds on a
profit/loss sharing basis was to obtain funds ghht risk business situations where the cost of
debt finance could be expected to be prohibitive. @her hand, some of the terms and
conditions of the profit/ loss sharing schemesyal as the lack of knowledge in these methods,

was the primary reason for firms rejecting possuse of profit /loss sharing.
2.7. Financial institutions’ Attitudes towards IFB

Jalaluddin (1999a) in his studies that have comsdléhe attitudes of financial institutions
towards Islamic methods of finance; the researdfe@rviewed eighty Australian financial
institutions based in Sydney on their attitudesaxis profit/loss sharing methods of (interest
free) finance and whether they would be agreend fends in accordance with these methods.
Overall, more than forty percent of respondentsewgmepared to lend funds on a profit/loss
sharing basis, motivated in part by the need toigeobusiness support, strong growth in the
demand for funds, the high risk of default undez ttonventional banking system, and the
potential for higher returns to leaders. As in sugvey of small business firms conducted by
Jalaluddinand Metwally(1999), Jalaluddin(1999apdisund that the major factor for financial
institutions, as with business firms, was businsgpport, meaning that both lenders and
borrowers could obtain mutual business supporuiindhe use of profit/loss sharing methods of
finance. On the other hand, complications with fimanagement, a lack of familiarity with
business conditions, and risk sharing with borrenasted against financial institutions lending

on a profit/loss sharing basis.
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Other studies conducted on financial institutiditdes towards Islamic finance. Karbhari et al.
(2004) undertook focused interviews with finandiadtitutions in London to investigate their
attitudes towards the problems, challenges and rojppbes facing interest free banks in the
United Kingdom. The major finding of this study wHsat most if not all respondents were
convinced that involving interest free methods olahce in conventional bank’s operations
would help promote the establishment of Islamicksam UK. In turn, this would increase
Muslim and non-Muslim British customers™ undersiagdf Interest free methods of finance. In
addition, most of the respondents believed that thé government did not support the
establishment of Interest free banks. Karbhari.gf2@04) concluded that an education program
could be a useful way to undertake future changthénUK financial sector with the partial

evolution of a dual-banking system.

Religious conviction is a logical key determinaat the use of Islamic financial service, it is
often not the only concern, with most consumers asntifying the organization's reputation,
service quality and pricing as being of relevantelétermining their patronage of a particular
financial institution (Gait A and Worthington A, @0). Gerrard P and Cunningham J (1997)
even observed that about two-thirds of Muslims mersreligious as well as economic factors

before deciding to custom with as Islamic finanaaskitution in Singapore.
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2.8. Conceptual Framework of the Study

Demographic factors
-Age
-Sex

-Occupation
Institutional factors -Level of education

-Price of the service -Income level
-Quality of the service -Marital status
-Quality of the staff -Religion

-Interior atmosphere of the
branch

-Provision of IFB services

-Convenient branch location

PERCEPTION
TOWARDS
IFB

P=1(1,D,S)

Figure 2.1 Conceptual framework

2.9.0perational Definition of Variables

2.9.1. Dependent Variable

Social factors

-Awareness of

Respondents

-Influence of
Family and
Friends

It is operationally defined as the customers’ pgtioa towards interest free banking. This is to

determine that if customers’ perception influensekection of interest free banking and if the

customers’ perception does not influence seleationterest free banking. It is dummy variable

takes a value of “0” if customers’ perception idices selection of interest free banking and “1”

otherwise.
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2.9.2. Independent Variables

Review of related literature on factors affectingstoms’ perception towards interest free

banking, past research finding and the author'saMkadge related to interest free banking are

used to establish working hypotheses of this studypther way of saying, among a number of

factors, which are related to customers’ perceptioovards interest free banking, in this study,

the following, demographic, social and institutibf@ctors were hypothesized to explain the

dependent variable.

1.

Age: - it is a continuous variable, defined as the respatsl number of years of living
measured in years. Age was expected to have diedtionship with the customers’
perception towards interest free banking.

Sex: -this is expected to have direct relationship wite dependent variable. Sex is a
dummy variable that assumes a value of “1” if tagpondents’ sex is male and “0” if it is
female.

Occupation: - it is expected to have direct relationship withstomers’ perception
towards interest free banking. Occupation is categlvariable that assumes a value of
“1” if the respondents are business person andlieevaf “2” if they are employee of
different organization and “3” if student and “4"ather.

Level of education:- this particular variable is categorized in tod-eamd write, Primary
school, Secondary school and above secondary schoisl categorical variable that
assumes avalue of “1” if the respondents levelchfcation are read and write or non-
regular and avalue of “2” if primary education aBd if secondary education and “4” if
the respondents are above secondary education level

Income level: -it is defined as average income generated byesgondents. Income is
continuous variable measured by birr. It was exgubtd have positive relationship with
customer perception towards interest free banking.

Marital status: - it is categorical variable that assumes a valu&’bif the respondents
are married and “2” if single and “3” if divorceaé “4” if the respondents are widowed.
It was hypothesized that to have direct relatigmshith customers’ perception towards

interest free banking.
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7. Religion: - it is categorize in to Muslim, Orthodox, Protestamd Chaotic Religion
assumes a value of “1” if the respondents are Muahd a value of “2” if Orthodox and
“3” if Protestant and “4” if Catholic, Religion wasxpected to have a direct relationship
with dependent variable.

8. Awareness of the respondents: it is refers to awareness level of respondentarcigg
IFB. This variable is a dummy variable that assumeslue of “1” if the respondents’
perception influence by their awareness towardsrést free banking and “0” otherwise.
It was expected to have positive relationship witetomer perception.

9. Influence of family and friends: - it is the perception of respondents whether their
perception are influenced or not by the counterilfarand friends. The variable is
dummy variable that assumes a value of “1” if thepond’s perception towards IFB is
influenced by family and finds and “0” otherwisd. was expected to have direct
relationship with dependentvariable.

10.Price of service: -this particular variable is a dummy variable thsglanes a value of
“1” if the respondents’ perception influenced bycprof service while selecting interest
free banking product and service to use and “Otntiise. Price of service refers to
service charge paid to get the service of theéstdree banking products and services. It
was expected to have negative relationship witreddent variable.

11.Quality of service: - is defined as fast and efficient counter serviod apeed and
efficiency of transaction. Quality of service isndny variable that assumes a value of
“1” if the respondents’ perception influenced byatijty of service when selecting interest
free banking to use and “0” otherwise. It was hipgsized to have positive relationship
with dependent variable.

12.Quality of staff: - it is refers to availability of friendly personnehd knowledgeable and
competent personnel. This particular variable sy variable that assumes a value of
“1” if the respondents perception influenced by lgyaof staff to select Inters free
banking. Quality of staff expected to have a diretationship with dependent variable.

13.Interior atmosphere of branches:- this variable is a dummy variable that assumes a
value of “1” if the respondents perception influeddy interior atmosphere of branches
in selecting interest free banking. It was hypoittex$ to have direct relationship with

perception of customers towards interest free vanki

19



14.Provision of IFB service: -this variable is a dummy variable that assumea@evof “1”
if the customers™ perception influenced by provisid interest free banking service and
“0” otherwise. It is defined as availability of IFBervice at CBE windows. It was
expected to have direct relation with the dependanable.

15. Convenient branch location: -it is a dummy variable that assumes a value ofif‘ltie
customers’ perception influenced by convenient dirdiocation and “0” otherwise. It

was hypothesized that it has direct relation withtomers’ perception.
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CHAPTER THREE
RESEARCH DESIGN AND METHODOLOGY

3.1. Introduction

This chapter deals with research design, sampmegign and methodology which includes
source and types of data, data collection metresgarch instruments used, validity, reliability,

method of data analysis and ethical consideragomsloyed in this study.
3.2 Research Design

According to R. Kothari, (2004), a research designthe arrangement of conditions for

collection and analysis of data in a manner thatsaio combine relevance to the research
purpose with economy in procedure. In fact, resedesign is the conceptual structure within
which research is conducted; it constitutes theefolt for the collection, measurement and

analysis of data.

In order to show the existing phenomenon as ittexikis research usedConcurrent mixed
methods. Concurrent mixed methods are those inhathie researcher converges or merges
guantitative and qualitative data in order to pdeva comprehensive analysis of the research
problem. In this design, the investigator colleatdéh forms of data at the same time and then
integrates the information in the interpretationtioé overall results. Also, in this design, the
researcher may embed one smaller form of datarwéhother larger data collection in order to
analyze different types of questions (the qualimddresses the process while the quantitative,

the outcomes).
3.3. Source and Types of Data

The study used both qualitative and quantitatiypes$yof data from both primary and secondary
data sources. The primary data was collected frastomers of purposely selected branches
located in Addis Ababa. The primary data was sotglobtain both qualitative and quantitative

data. Secondary data was obtained from selectettloea, districts and various CBE process
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andsub process and published and unpublished alatefihe secondary source of data was

sought to obtain both qualitative and quantitatiyee of data.

3.4. Target Population

Target population is defined as the entire groupsaarcher is interested in. According to Zikmund
(2003), the definition of population was identifiabtotal set of elements of interest being
investigated by a researcher. Based on the compdiRB’ department database as of April 08, 2015
there were a total of 65,535IFB customers in alldigricts of the bank; out of them the target
population for this research wefdrica Avenue andA/Amba Michael branches from Eadtis
district, Addis Ababa andGulele branches from Noakdis district, Alem Bank and
AnuarMesgid branches from West Addis district, aof#Sefer andDileGebeya branches from

South Addis districtwhose number of IFB customers were 3,989.
3.5. SamplingDesign

Sampling survey method was employed for this studye study was conducted in Addis
districts. The area was selected based on thehatiFB products and services prospect user
located. There are four districts and ninety twy birancheslocated Addis Ababa city and the
surrounding area. Out of which eight branches vetexcted using purposive sampling technique
because of the fact that these branches deliverpiféBlucts and services with a large no of
customers and generate relatively high amount piosie at the time when this study was
conducted.Namely Africa Avenue andA/Amba Michaearwohes from East Addis district, Addis
Ababa andGulele branches from North Addis distddem Bank and AnuarMesgid branches
from West Addis district, and lastlyGofasefer andBiebeya branches from South Addis
district. The sample size wasdetermined by numlbezustomers who were visited sampled
branches in chosen time interval. Respondents welected from branches’ customers who
visited the sampling locations during the chosenetiintervals, in order to eliminate the
sampling frame errors and to ensure the represemtat the population under study in the
sample units. Following the data collection progedithe questionnaires were distributed during
various working hours of the same day (morning emehings), as well as various days of the
week, to reduce any potential bias owing to highcemtration of branch customers during

certain hours of the day, or certain days of theka@ month.
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In general, from the total of 162 questionnairesributed, 142 were returned, out of which 132
were usable (completed), yielding a response ma&2%.This response was considered large
enough and sufficient for statistical reliabilitynda generality (Tabachnick and Fidell,
1996;Stevens, 2002). The high response rate uneldlybhproved the validity and reliability of
the survey since the grater the response ratentre accurate are the estimated parameters in
the population sampled (Pallant, 2002).

Table 3.1: Number of account opened and amount depited

Name of branch No of a/lcAmount Types of account opened

opended | deposited WadiahA | Mudarab| Qarad| Mudarabah
manah ah (PLS) (fixed time
dep.)

Africa Avenue 1,436,537.76 -

A/AmbaMichael 3,574,491.56 - -

Alem Bank 20,540,350.89

AnuarMesgid 24,103,418.96

Addis Ababa 2,933,147.51

Gulele 3,283,135.11

SengaTera 3,714,313.47

1
2
3
4
5
6
7
8

GofaSefer 2,961,552.35

Total 62,546,947.61

Source: IFB Department CBE, 2015
3.6. Data Collection Method

The primary source of data was obtained throughi-seunctured questionnaire. The semi-

structured questionnaire was sought to obtain f@BE customs of selected branches locate in
Addis Ababa. The questionnaire was used to obtdormation on usage IFB products and over
all awareness of customs towards IFB products andces and factors that influence customs to
choose IFB products and services. Five point Lil&gales was used to know perception of
customers towards IFB products and services. Befmeuestionnaire applied, it was tested for

its validity by using pilot survey. The questiomeaused for this study is prepared in English.
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The respondents should know and told about thearelsebjective and the questionnaire in the

language, which they can understand. Thereforejulstionnaire was translated in to Amharic.

It was expected to be collected by lobby man ofréspective branches and the researcher. But,
the data was collected by customer service offaset the researcher. The respondents were
politely approached, and the purpose of the study @xplained. Then they were asked if they
were prepared to fill in the questionnaire. Onagythgreed to participate, the researcher and/or
customer service officer of respective brancheslbdrover the assassinated questionnaire to the
participating respondents to be answered eitheEriglish or in Amharic according to their
preferences. The researcher then leave the respoald@e to answer the questionnaire and do
not interfere in any way, so as to avoid any paéérisias such as the respondents feeling
intimidate, threatened or being influenced by tesearcher or customer service officer unless
the respondents ask for help. Once completed egondent either returned the questionnaire to

the researcher or to customer services officerddrlye branch staff.

The secondary source of data was obtained by rewewarious published and unpublished
books and articles. The secondary data was soagititain information on overall awareness of
the respondents towards IFB products and serviedsoa factors that influences customers to

choose IFB products and services.
3.7. Validity and Reliability

3.7.1. Validity

According to R. Kothari, (2004), Validity is the stccritical criterion and indicates the degree to
which an instrument measures what it is supposeaketsure. Validity is the extent to which any
instrument measures what is intended to measunete@ovalidity of the survey questionnaire
was validated by professionals (like district offimanagers and department managers) and the
research advisor. The results led to make minongds in the instrument, which were made
prior to administering the survey.

3.7.2. Reliability

This research used Cronbach’s alpha to measurelihbility for a set of two or more constructs

where the alpha coefficient values ranging betw@and 1 with higher values indicating higher
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reliability among the indicators. A measuring instent is reliable if it provides consistent
results, (R. Kothari, 2004). Moreover, a reliableasuring instrument does contribute for
validity. Finally, the reliability of the questioaire has been tested by using Cronbach Alpha.
Therefore, as indicated in Table 3.2, the SPSStrekaws that the questionnaire’s reliability is
0.928 Cronbach’s Alpha. The alpha value of the gtefaries from 0.920 to 0.929 indicating an

acceptable overall reliability.
Table 3.2: Reliability test Table

Case Processing
Summary
Reliability Statistics

Cronbach'« | No. of
Alpha Items
0.92¢ 20
Item/Factor Corrected | Cronbach's
ltem-Total Alpha if
Correlation | Item Deleted
Religior 0.39 0.929
Income of responde 0.457 0.927
Types of IFB products and services u: 0.457 0.927
Probability ofusinglFB product and servic; if available for futur 0.357 0.928
Interest free banking system was introduce becaddsslims are| 0.651 0.923

prohibited from associating themselves with themelet of interes
practice by conventional banking system

Is it true the IFB products available in CBE window airailsr to the| 0.79 0.92
products of interest based products except thabdéimks use different
names in highlighting those products

CBE have gone enougn delivering IFB produ 0.426 0.927
The Profi- Loss- Sharing principle is the only principle represegtir| 0.685 0.922
true spirit of the IFB system

IFB must adopt a profit maximization principle inmder to survive ir| 0.672 0.922
the competitive business environment

level of overall awarenetowards IFE 0.677 0.922
awareness that CBE provide inte-free service 0.776 0.921
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Item/Factor Corrected | Cronbach's

Item-Total Alpha if
Correlation | Item Deleted

How do you come to know that CBE offers inte-free banking 0.730 0.922

Do you knowthat it is HARAM (not permissible) to receive arttbege| 0.691 0.922

interest in Islam?

The main reason why yolelect IFB products and servit 0.742 0.921

Do you influenced by price of service delied by IFB to choose tt| 0.753 0.921

service?

Are you going to consider Quality of Service and steffien selectini| 0.603 0.924

IFB products and service?

Would you consider convenient branch location iecég IFB| 0.443 0.927

services?

Do you think that you have been influenced by fgraitd friendsto use| 0.672 0.923

IFB products services?

Do you motivated to use IFB services due to aviitglf the services| 0.740 0.921

in CBE?

Are you using IFB in this branch because of goadrlar atmospher| 0.385 0.929

of the branch?

Source: Own survey, 2015.
3.8. Method of Data Analysis

Both qualitative and quantitative techniques weseduto analyze the data. Qualitative data that
was collected by using semi-structured questioenaias organized. Quantitative data was
analyzed using descriptive statistics such as p&ge, mean, frequency and standard deviation.
When the dependent variable is binary and theresaveral independent variables in the study
logisticregressions model is appropriate (Shake2®@l). In addition to, a similar methodology
was used effectively in a previous study to analyme perception of respondents on various
issues on Interest free banking operations. Adtrdsinary logistic regression model which best
fits the analysis for factors that influence CBEstamers to choose IFB products and services
were employed. Statistical Packing for Social Soee(SPSS), Version 20.0 was used to process

the raw data.
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3.8.1. Logistic Regression Model and Specification

Logistic regression analysis examines the influesfogarious factors on a dichotomous outcome
by estimating the probability of the event’'s ocemce. It does this by examining the relationship
between one or more independent variables andoth@dds of the dichotomous outcome by

calculating changes in the log odds of the depenaepposed to the dependent variable itself.
The log odds ratio is the ratio of two odds andsita summary measure of the relationship
between two variables. The use of the log odd® ratilogistic regression provides a more

simplistic description of the probabilistic relaighip of the variables and the outcome in
comparison to a linear regression by which linegatronships and more rich information can be
drawn (Shakesha, 2001).

There are two models of logistic regression toudel binominal/ binary logistic regression and

multinomial logistic regression. Binary logisticgression is typically used when the dependent
variable is dichotomous and the independent vasaldre either continuous or categorical

variables. Logistic regression is best used in ¢bisdition. When the dependent variable is not
dichotomous and is comprised of more than two ¢asesultinomial logistic regression can be

employed (Shakesha, 2001). As a result, the bil@gigtic regression was employed for this

study.

There are several methods to analyze the datavimgobinary outcomes. However, for this
particular study, logit model was selected oveeptiodels. This was done because of the fact
that it's computational simplicity, as indorsed Byndyck and Rubinfeld (1981), Ammiya
(1981). And Gujarati (1988), it has a serious deiiethat the estimate probability values can lay
outside the normal O — 1 range. Moreover, logit fiesthe non- linear relationship between the

probabilities and the explanatory variables.

In the analysis of studies involving qualitativeoddes, usually a choice has to be made between
logit and probit models. According to Amemiya (198the statistical similarities between logit
and probit models make the choice between thenculiff The justification for using logit is its
simplicity of calculation and that its probabilitays between 0 and 1. Moreover, its probability
approaches zero at a slower rate as the valueptdreatoryvariable gets smaller and smaller, and

the probability approaches 1 at a slower and sloater as the value of the explanatory variable
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gets larger and large (Gujarati, 1995). Hosmerlardeshew (1989) pointed out that the logistic
distribution (logit) has got advantage over theeathin the analysis of dichotomous outcome
variable in that it is extremely flexible and egsiised model from mathematical point of view
and results in a meaningful interpretation. Accogdio John, Logistic regression is a standard

statistical procedure. Hence, the logistic modesd selected for this study.
Therefore, the cumulative logistic model is econtiivally specified as follows:
CP; = a+b1x1+byX+b3Xs...

CPR = 0O, if: customer perception influence selectibmterest free banking.
CR= 1, if: customer perception does not influenceden of interest free banking.

In this equation the dependent variable is a dumamable which must be estimated in specific

ways, the above model is obtained from:

Log [p/ (1-p)] = a + bx.
P/ (1-p) = exp(“*™)
p =exp(“™) / [1 + exp(™*™)]

p= ex p(a+b1x1 +b2x2+b3x3...)

1+ex D (a+b1x1+b2x2+b3x3...)

Log [p/(1-p)] =a+b1x1+box>+b3xs...)
Logit(p)=a + b]_X]_ + b2X2+ b3X3+ e
Where:

p = the probability that a case is in a particaktegory,
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exp = the base of natural logarithms (approx 2.72),
a = the constant of the equation and,
b = the coefficient of the predictor variables.

3.8.1.1. Multicollinearity

Multicollinearity occurs because two or more valgsbare related; they measure essentially the
same thing. It is the undesirable situation wheeecorrelations among the independent variables

are strong. To check collinearity of variables Qugncy Coefficient were used.

Contingency Coefficientwas used to check multicollinearity of discreteiafales. It measures
the relationship between the raw and column vaembf across tabulation. The range between O
— 1, with “0” indicating no association between tbes and column variables andvalue close to
“1” indicating high degree of association betweaniables. The decision criterion (CC < 0.90)

is that variables with the Contingency Coeffici@@C) are computed as follows;

Ca/x+m+x9)

As cited in Gujarat, 1995, if the value of CC ieger than 0.90, the variables are said to be

Collinear.

3.9. Ethical Considerations

The researcher treated all the information givenrégpondents kept confidentially without
disclosing the respondents’ identity and would lm@used for any personal interest. Furthermore
the questionnaires were distributed only to volonfaarticipants. Lastly, all secondary sources
were quoted to keep the rights of ownership ofreterials.
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CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRETATION

4.1. Introduction

This chapter deals to give clear picture about dgaghic profile of the respondents, customers’
perception towards IFB products and services, alleawareness of respondents towards IFB
products and services, factors that influence Ca&&aners to choose IFB products and services
and the opinion of respondents towards IFB prodants services; descriptive statistics such as
mean, standard deviation, frequency, and percentalye were used by adopting statistical
package for Social Science (SPSS) version 20.0addition, to determine factors that
significantly influences customers’ perception ielesting interest free banking regression

analysis result by adopting the same statistidavaoe is discussed as follows.

4.2. Results of Descriptive Statistics

4.2.1. Demographic Profile of the Respondents

The demographic profile or respondents such ass&ge,occupation, level of education, marital

status, income and religion of the respondentprgented as follows.
Age of the respondents

The survey result in Table 4.1 shows that the Ergeouping of sample respondents™ age fall
between 21 and 35 years that is nearly 81.8%, whsré.5%, 13.6% and 3.0% fall in the
category of below 20 years, 36-55 years, and ab6éwears respectively. The implication of the

result is that, CBE customers who are user of If€Byaung.
Sex of the Respondents

As shows in the Table 4.1, the dominant numberespondent are male with 69.7%, where as
30.3% are female. The descriptive statistics resaiply that, most customers of CBE are male.
This is because of the existing gender differentask of female’s control over economic

resource and lower level of educational statuswofdie.
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Occupation of the Respondents

The descriptive statistics indicated in Table 4tibves that, 30.3% of the respondents are
business persons, 9.1%, 10.6%, 40.9%, 3.0% and &r&%mployee of private organization,
student, employee of government, employee of NG@ahers respectively. Majority of CBE

customers who are users of IFB are employee govarharganization.
Level of education of the respondents

The survey result of level of education of respartislen Table 4.1 shows that, majority of the
respondents found attended above secondary leviehvid nearly 62.1% where as 22.7% of
respondents found attended secondary school aBé&ol®X. respondents found attended primary

school, and the rest 4.5% respondents can read@ednon regular).

Table 4.1: Distribution of respondents by Age, SeXQccupation and Level Education

Frequency Percen
Age groug <2C 2 1.t
21-35 10¢ 81.¢
36-55 18 13.¢
>5€ 4 3.C
Total 13z 100.(
Sex Male 92 69.7
Female 40 30.2
Total 13z 100.(
Occupation Business persc 40 30.2
Employee of private organizati 12 9.1
Studeni 14 10.€
Employee of governme! 54 40.¢
Employee of NG( 4 3.C
Others 8 6.1
Total 13z 100.(
Level of education Read and writ 6 4.t
Primaryschool (-8) 14 10.€
Secondary school -12) 30 221
Above secondar 82 62.1
Total 13z 100.(

Source: own survey, 2015

31



This implies that majority of the respondents ataoated. This is due to the fact that customers
who are spent more years in school or who can esatwrite are expected to have more
exposure to the external environment and accumidatevledge. In addition to, the higher

education attainment of CBE customers favor high&areness of government programs and

know new products and services.
Marital status of the respondents

As far as the marital status of respondents is @oed, the descriptive statistics results depicts
in the Table 4.2. Shows that, the dominant of redpats are single with 63.6% and 36.4% are

found married. No respondents are found to be dedyrand widowed.
Income of the respondents

The result of descriptive statistics in the Tabl2 depicts that, the average monthly income of
75.8% of respondents under study generated below 5000, 16.7% of the respondents
generated between 5,001 and 20,000, 6.1% are faxgrdge income generated between 20,001
and 50,000 birr and only 1.5% of the respondentboare 50,000 birr.

Table 4.2: Distribution of respondents by marital $atus, Income and Religion Group

Frequency Percent
Marital status Married 48 36.4
Single 84 63.6
Divorced - -
Widowed - -
Total 132 100.0
Income <5000 100 75.8
5001 — 20000 22 16.7
20001-50000 8 6.1
>50000 2 1.5
Total 132 100.0
Religion Muslim 96 72.7
Orthodox 24 18.2
Protestant 12 9.1
Catholic - -
Other - -
Total 132 100.0

Source: own survey, 2015
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Religion of the respondents

As it is indicated in Table 4.2, the majority okthespondents are followers of Muslim that is
nearly 72.7%. On the other hand, 18.2% and 9.1%egpondents found to be followers of
Orthodox Christians and Protestants Christians easly. No respondents found to be
followers of other religion. The implication of thresult is dominant CBE customers who are
users of IFB are followers of Muslim. This is dweriba or interest is not allowed for Muslim in

the holy Quran.

4.2.2. Awareness of the Respondents

4.2.2.1.0verall Awareness of the Respondents towal&B

About 57.6% of the respondents rated their ovenalireness towards IFB as high and very high
while, 22.7% & 9.1% rated as moderate and limitecaraness towards IFB products and
services respectively. On the other hand, as tkeribéive statistics result depicts in the Table
4.3 shows that, 10.6% of the respondents weak thvéhmean score is 2.58. The implication of
the result is that, the respondents are familidin WB. This is because of most respondents are

account holders or user of IFB. The rest resporsdehb are not users are not familiar with IFB.

Table 4.3: Distribution of the respondents’ overallawareness towards IFB products

Frequency Percent Mean
Very high 20 15.2
Level of overall awareness of High 56 42.4 2.58
respondents Moderate 30 22.7
Limited awareness 12 9.1
Weak 14 10.6
Total 132 100.00

Source: own survey, 2015
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4.2.2.2. Respondents knowledge in Relation to Prewn of IFB

The majorities of the respondents under study kwel and has sufficient knowledge that CBE
is providing IFB products and services. About 81.82the respondents fall under the category

of | know.

Table 4.4: Distribution of the respondents’ knowlede about provision of IFB

Frequency Percent Mean
Do you know that CBE | know 108 81.8
provide IFB? No much 18 13.6 1.79
| don’t know 6 4.5
Total 132 100.0

Source: own survey, 2015

The statistics results presented in the Table Hofvs that, minority of the respondents that is
nearly 4.5% do not know and 13.6% are not much widan value of 1.79. The implication of
the descriptive statistics result is that the resleots under study know that CBE provide

Interest free banking products and services.
4.2.2.3. The Ways respondents know that CBE offetEB services

The dominant of the respondents under study knat @BE offers IFB products and services
through Media and bank employee; it is confirmed4%5% and 39.4% of the respondents
respectively. As the results indicated in the Tabg 15.1% of the respondents know that CBE
providing IFB products and services through interfreend/family and other ways. The mean
score is 2.33. The implication of the results igttthe most usual way of communicating CBE

customers are media and bank employee.

Table 4.5: Distribution of the respondents the waysome to know that CBE offers IFB

Frequency Percent mean
How do you come to know Bank employee 52 39.4
that CBE offers IFB? Internet 2 15
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Media (Newspaper, TV) 60 45.5 2.33

Friends/ family 2 1.5
Others 16 12.1
Total 132 100.0

Source: own survey, 2015
4.2.3. Usage of IFB Products and services

To provide information on usage of Interest fre@kiag products and services delivered by
commercial Bank of Ethiopia descriptive statist&sch as mean, standard deviation and
percentage was employed by adopting SPSS versidh 2@cordingly, types of services
preferred by the respondents and respondents vehwibing to use IFB for future are presented
as follow. The interest free banking products aemises used by respondents are highlighted in
the Table 4.6. the respondent asked to highlighgsyof IFB products and services they are using
with CBE and the descriptive statistics resultsest\that, about 36.1 percent of the respondents
using WadiahAmanah (Safe keeping deposit acco@38 percent using Mudarabah (PLS)
saving account, 11.1 percent and 19.4 percent W3ard (current account) and special demad

deposit respectively.

Table 4.6: Distribution of the respondents’ usagefdhe IFB facilities

Types of service Percent Mean

Types of IFB products and WadiahAmanah (Safe Keeping Deposi6.1
services used by respondent Account)
Mudarabah (PLS) Saving Account 33.3
Qard (Current/ checking / Demandl.l 2.53
Deposit Account)
Mudarabah (Fixed Time Deposit -

Account

WadiahYadAmanah  (Trustee  Safe-
Custody

Special Demand Deposit 194
Total 100.0

Source: own survey, 2015
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The data that obtained from IFB department disglapethe Table 4.7 shows that, as of April
08,2015. The number of account opened are65,535 thad amount deposited is birr

770,002,166.64 Out of which account opened safpikgedeposit account (WadiahAmanah)
become nearly 62,789 and saving account PLS(Mudhjahearly 2,778 and current account
(Qard) nearly 1,032. No other account opened saclix@d time deposit account (mudarabah)

and trustee safe custody (wadiahyadAmanabh).

Table 4.7: Deposit Status of CBEDistrict Offices uder IFB services as at April 08, 2015

No. of Amana (Safe keeping
B.r No. of| Account) Qard (Current Account) Mudaraba Saving Accaunt Total
No | DISTRICT * |windo
. offeri W:;S Women Account
ng No. of No. of No. of No. of
Amount Amount Amount Amount
IFB Alc Alc Alc Alc
1| Dire Dawa 33 33 18,985 182,344,622)85253| 26,409,955.30 97 3,098,219.54 16 57,736.91 19,351 212,810,534.6
2|West Addis 40 47 11,446 141,606,655/91151 5,661,897.6Y 1,356 27,769,525.7p 7 15,167.40 12,960, 175,053,246.7
3| Dessie 23 24 4,697 61,214,88574 22 3,018,486.3f 18 172,056.76 2 50,050.0 4,729 64,455,478.8
4|Bahirdar 15 14 2,590 45,215,143)60 82 4,491,710.2f 54 964,276.6} 2,727 50,671,130.54
5[Jimma 33 34 7,038 42,924,423[77 132 6,919,703.29 56 433,622.12 1 250.00 7,222 50,277,999.1
6| Adama 18 19 3,23B 37,721,531[65 87 3,213,353.0p 83 2,260,262.14 3,408 43,195,146.8
7| Shashemeng 15 15 2,776 21,680,674.34 50 5,193,869.3f 73 550,872.9 2 550.00 2,901 27,425,966.7
8| North Addis 16 34 3,15p 24,631,771/55 58 1,120,597.2p 205 1,610,657.8[L 2,351 27,363,026.6
9|Hawassa 14 14 1,691 23,212,099.14 9 2,070,635.0p 111 1,153,435.91L 1,771 26,436,170.0
10| Gonder 18 1 2,175 20,669,778|56 66 3,142,989.28 47 870,088.56 2,288 24,682,856.4
11) South Addis 19 1 1,172 16,757,427/.94 18 2,328,922.3p 185 2,181,925.58 12 60,221.34 1,387 21,328,497.2
12| Wolaita 17 17 1,79 10,558,542{48 69 4,278,316.1f 133 2,977,083.0p 1 10,300.0 1,994 17,824,241.6
13| East Addis 17 17 877 11,279,170.42 19 674,786.47 85 747,061.9F 6| 158,850.00 987 12,859,868.8
14| Mekelle 18 19 68 9,402,274[75 16 398,69391 14 191,898.84 16| 168,539.55 729 10,161,407.0
15| Nekemte 17 11 532 3,548,696148 195 1,841,827.04 3 66,071.8 73( 5,456,595.3
Grand Total | 307 | 341| 62,789 652,767,699.181,032 68,923,915.83 2,712  47,722,814|6266 | 587,737.01 65,535 770,002,166.64

Source: IFB department of CBE.

The respondents are asked if they are going tdandeture if interest free banking is available
in any branches of CBE’s windows. The descriptitzaistics results presented in the Table 4.8
shows that, 71.2% of the respondents confirm tdicoe use the services in the future. 9.1%,
10.6%, 4.5% and 4.5% of the respondents are netwghether they are going to use or not they
fall under the category of may be, not sure, nolashoh’'t know respectively. The implication of
the result is that, CBE'’s customers going to ugsestirvices widely for future if CBE continuing
deliver the IFB.
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Table 4.8: Distribution of respondents who are wilhg to use IFB services for future

Frequency Percent Mean
Are you going to use for Yes 94 71.2
future if the IFB product and May be 12 9.1
services is available in any Not sure 14 10.6
branches of CBE’ Window?  No 6 4.5 1.62
| don’t know 6 4.5
Total 132 100.0

Source: own survey, 2015
4.2.4. Perception of Respondents towards IFB Prodtgand Services

The following five statements were forwarded to CBEstomers so as to indicate their

perception towards IFB products and services ojeraind characteristics.

1. IFB system was introduced because Muslims are diowed from associating
themselves with the element of interest practicedsywentional banking system

2. ltis true the IFB products available in CBE windave similar to the products of interest
based products except that the banks use diffeemes in highlighting those products?

3. CBE have gone enough in delivering IFB productda?®

4. The Profit-Loss-Sharing principle is the only piple representing a true spirit of the
IFB system

5. IFB must adopt a profit maximization principle imder to survive in the competitive

business Environment.

To ascertain how these five statements perceivethéyCustomers of CBE concerning IFB
products and services a Likert scale rating waslgoied using the CBE customers’ located in
eight branches ofthe four Addis Ababa district aspondents. Liker scale of 5 point was
adopted. The 5 point scale was graded as Absoltrgty= 5, True = 4, | don’t know = 3 Not
true = 2, and Absolutely not true = 1. The meanesasd the respondents based on the 5 point
scale was 5+4+3+2+1 =15/5 =3.0. Using the inteseale of 0.05, the upper limit cut- off point

was 3+0.05 =3.05; the lower limit was 3-0.05=2.@% the basis of the limit, any mean score
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below2.95 (i.e. mean score < 2.95) was taken ag the”, those between 2.95 and 3.05 were
considered as “True” (i.e. 2.95< mean score < 3Wh)le any mean score that is greater than or

equal to 3.05 (i.e. mean score > 3.05) was corsidef “Absolutely true”.

Table 4.9 Mean Distribution of Perception of Respodents toward IFB

Statements Mean S.D

Interest free banking system was introduced bechustims 4.17***  1.046
are not allowed from associating themselves withdlement

of interest practice by conventional banking system

Is it true the IFB products available in CBE windave similar 2.09* 0.924
to the products of interest based products exteptthe banks

use different names in highlighting those products?

CBE have gone enough in delivering IFB productda® 3.00** 0.977

The profit-Loss-Sharing principle is the only piple 2.76* 0.946
representing a true spirit of the IFB system

IFB must adopt a profit maximization principle imder to 3.39***  1.051

survive in the competitive business Environment.

Source: own survey, 2015
*Stands for Not true (mean score < 2.95)
**Stands for true (2.95 <mean score <3.05)

***Stands for absolutely true (mean score >3.05)

Table 4.9 presents a summary of the mean distobutiow the respondents perceived the

Interest Free banking operation and characteristics

Prohibition of interest is ordained in Islam in &rms and intent. This prohibition is strict,
absolute and unambiguous. It therefore, follows ithizrest is prohibited as it leads to injustices
(Zulm) and Islam is against all forms of injusticesd exploitation and pleads an economic

system, which aims at securing extensive socio-@oanjustice (Shahid, 2004).
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The mean score indicated in the Table 4.9 showstheafirst statement states “interest free
banking system was introduced because Muslims atr@llowed from associating themselves
with the element of interest practice by converdidranking system” the respondents perceived
as absolutely true with mean score of 4.17 anddstahdeviation 1.046. Around 77.3% of

respondents agree, while 7.5% disagree with theereent. On the other hand, 15.2% of
respondents are unsure whether Interest free bguskistem was introduced because Muslims

are not allowed from associating themselves wighelement of interest or not.

Statement 2 examines the perception of respondénke current practice of IFB in CBE. The
statement states “Is it true the IFB products avéd in CBE window are similar to the products
of interest based products except that the banksdifferent names in highlighting those
products?” The responses obtained from the respdsdedicated in the Table 4.9 shows that,
the respondents perceived as not true with the reeare of 2.09 and the standard deviation of
0.924. Around 42.4% of the respondents disagredei8.8% respondents are agree with the
statement. This finding is consistent with earsiterdy conducted by AsyrafWajdi, 2007.

The respondents asked how perceived the statetaded SCBE have gone enough in delivering
IFB product to you” mean score in the Table 4.9idspthat the respondents perceived as true
with mean score of 3.00 standard deviation of 0.9%out 33.3 percent of the respondents
indicated that CBE have gone in delivering IFB s and services, where as 28.8% confirm
CBE have not gone enough in delivering IFB prodwtsl services. Around 37.9% of the

respondents unsure whether CBE is have done ertouwdgliver IFB products and services.

“The Profit- Loss —Sharing principle is the onlyimmiple representing a true spirit of the IFB
system” is perceived by the respondents as not witle mean score of 2.76 and standard
deviation of 0.946. It implies that, in generak ttespondents disagree with the view that PLS is
the only principle representing the true spirittloé IFB system. This is confirmed by 34.8% of
respondents who disagree with the statement. OBIZ% of respondents agree with the
statement. This particular finding is inconsistendt finding made by AsyrdafWajdi, 2007.

Statement 5 which states as “IFB must adopt atpnodximization principle in order to survive
in the competitive business Environment” examirmes gerception of respondents as reveals in

the Table 4.9, accordingly the respondents perdemgeabsolutely true with mean score of 3.39
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and standard deviation of 1.051. About 47% of #spondents believed that Islamic banks must
adopt profit maximization principle in order to give in the competitive business environment.
This perception however is contradictory with thgective of Islamic banks, i.e. combination of
moral and profit motives.Whereas, 18.1% of the sagents disagree on the importance of profit
maximization principle for IFB. This outcome of thealysis is also consistent with Ahmad and
Haron, 2002, who conducted a similar study on o@igo customers of Islamic banks in
Malaysia.

4.2.5. Factors that Influences Respondents to Chao#-B Services

4.2.5.1. The Main Reason Respondents Select IFB

The descriptive statistics depicts in the Tablé®4desents that, the main reason of the dominant
respondents under study select IFB is strictlygreh that is nearly 87.9%.Minority of the
respondents which is around 12.1% main reasoncargeny, religion and economy, convenient
bank location and other. The field result implieati CBE customers use IFB primarily because

of religion.

Table 4.10: Distribution of the respondents’ reasonvhy they select IFB to use

Frequency Percent Mean

The main reason Strictly religion 116 87.9
respondents select Economy 4 3.0
IFB Both religion and economy 8 6.1 1.35
Convenient bank location 2 15
Other 2 15
Total 132 100.0

Source: own survey, 2015
4.2.5.2. Price of Service

The respondents asked if they are influenced bgepservices charged to get IFB products in
choosing the IFB products and services. The ddsaigtatistics results indicated in Table 4.11

below shows that, 51.5% of the respondents notientted by price of services while, 13.6%
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influenced by price of services to choose IFB purtsland services with mean score of 2.21. On
the other hand, 34.8% of the respondents are metvalnether they are influenced or not by this

particular variable.

Table 4.11: Distribution of respondents’ perceptiortowards price of service

Frequency  Percent Mean

Price of service Influenced 18 13.6
Not influenced 68 515 2.21
| don’t know 46 34.8
Total 132 100.0

Source: own survey, 2015
4.2.5.3. Influence of Family and Friends

About 77.3% of the respondents are influenced by ttounter family and friends to use or not
to use the IFB products and services whereas, 1266809.1% of the respondents arenot
influenced and not sure whether influenced or eepectively. The mean score of the statistics
results is 1.95. According to the field resultseavin the Table 4.12, influence of family and

friend found to be one of the influenced factorsafecting IFB products and services.

Table 4.12: Distribution of the respondents’ percetion towards Influence of Family and Friends

Frequency Percent Mean

Influence of family and Influenced 102 77.3

friends Not influenced 18 13.6 1.95
| don’t know 12 9.1
Total 132 100.0

Source: own survey, 2015
4.2.5.4. Quality of Services and Staff

CBE Customers particularly IFB users are influenbgdquality of services and staff when a

decision made to use IFB products and services.r&sats depicts in the Table 4.13 shows,
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65.2% of the respondents fall under the categompftifenced whereas, 13.6% and 21.2% fall

under the category of not influenced and | dontbwrrespectively with the mean score of 1.56.

Table 4.13: Distribution of the respondents’ percefion towards Quality of Service and Staff

Frequency Percent Mean

Quality of service Influenced 86 65.2
Not influenced 18 13.6 1.56
| don’t know 28 21.2
Total 132 100.0

Quality of staff Influenced 86 65.2
Not influenced 18 13.6 1.56
| don’t know 28 21.2
Total 132 100.0

Source: own survey, 2015

4.2.5.5. Good interior atmosphere and convenient Bnch location

As indicated in the Table 4.14, the statistics ltsdor good interior atmosphere of branch shows
60.6% of the respondents fall under the categorinftdenced whereas, 21.2% fall under the
category of not influenced and 18.2% of the respatginot sure where they are influenced by
good interior atmosphere in selecting IFB prodactd services or not. The result of mean score
of good interior atmosphere is 1.58. As far as eoimnt branch location concerned, the
dominant of the respondents which is nearly 84.88cf@und to be influenced in selecting IFB
products and services whereas, the minority ofaedents which is 6.1% found not influenced.
On the other hand, 9.1% of the respondents arsuret The mean value for convenient branch
location is 1.24. This result implies that, goodenor atmosphere of branch and convenient

branch location are found to be influenced factorselect IFB product and services.
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Table 4.14: Distribution of the respondents’ percefion towards Interior Atmosphere and

Convenient branch location

Frequency Percent Mean

Good interior atmosphere of Influenced 80 60.6
branch Not influenced 28 21.2 1.58

| don’t know 24 18.2

Total 132 100.0
Convenient branch location Influenced 112 84.8

Not influenced 8 6.1 1.24

| don’t know 12 9.1

Total 132 100.0

Source: own survey, 2015

4.2.5.6. Provision of IFB Services and Awarenesswards IFB

Provision of IFB services is among factors thaluehce respondents in selecting IFB products
and services. The descriptive statistics reveathm Table 4.15 shows that, 43.9% of the

respondents found influenced while, 40.9% not erilced with mean score of 1.71. On the other
hand, 15.2% of the respondents are not sure. Aasfawareness towards IFB concerned, 53.0%
of the respondents confirm influenced by awarem@sards IFB to use the products and 36.4%
not influenced by this particular variable. Thetrecrespondents which is 10.6% are not sure

whether they are influenced by awareness of IFBobr The mean score of this variable is 1.58.

Table 4.15: Distribution of the respondents’ percefion towards provision of IFB and awareness

Frequency Percent Mean

Provision of IFB services Influenced 58 43.9

Not influenced 54 40.9 1.71

| don’t know 20 15.2

Total 132 100.0
Awareness towards IFB Influenced 70 53.0

Not influenced 48 36.4 1.58

| don’t know 14 10.6

Total 132 100.0

Source: own survey, 2015
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4.3. Opinions of the Respondents towards IFB Prodig and Services

The respondents under study asked to give themapif they are satisfied with existing interest

free banking service offered by CBE. The descrgtatistics results displayed in the Table
4.16 shows that, 36.4% of the respondents notwhether existing interest free service offered
by CBE is enough or not whereas, 30.3% of the mdpots not satisfied with the existing

interest free services offered by CBE. On the otteerd, the rest 33.3% are satisfied with the
existing service. The result implies that the IRBtomers are not much satisfied with existing
IFB services offered by CBE.

Table 4.16: Distribution of the respondents’ opinio towards IFB

Frequency Percent Mean
Are you satisfied with existing Yes 44 33.3
interest free banking services No 40 30.3 2.03
offered by CBE? | don’t know 48 36.4
Total 132 100.0

Source: Computed from own field data, 2015

For the sake of achieving the fourth objectivera study which is related to explore opinion of
commercial bank of Ethiopia customers towards égeifree banking. Customers’ opinions

towards IFB are presented as follows;

a. The service now provided is with limited branché&Hhave to expand its IFB service in
additional branches and extra windows.

b. IFB service should implement core banking so asctistomers can use in any branches
of CBE.

c. IFB service should be offered in the separate lrasicsince some customers have a
doubt if it is mixed with conventional or interdsised banking service.

d. Awareness creation and educating customers andnadsketing the IFB products is
widely important.

e. The service must be operated in accordance withulbe and principle of sharia.

The account opened for condominium being to offegrest free service.
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4.4. Results of the Econometric Model Analysis

4.4.1 Multi-Collinearity Diagnosis

This study obtained data from 132 respondents aght eampled branches which were
subjected to logistic regression analysis. To kif@etors that influence CBE customers to select
IFB products and services, logistic regression rhades adopted. The Statistical Package for
Social Science (SPSS) used for analyzing the raa was version 20.0 for windows. Before
running the model the independent variables weeelad for the existence of multi-collinearity
problem. Multi-collinearity problem occurs when twar more variables are related, they
measure essentially the same thing. It is the urad#e situation where the correlations among

the independent variables are strong.

To check collinearity of explanatory variables, @ogency Coefficient (CC) was used
contingency coefficient (CC) measured the assaridbetween various discrete variables. The
results revealed in the Table 4.17 shows thatjmglesvariable was found to have strong multi-
collinearity problem. Therefore, all the fifteenmrdmy and categorical variables such as Price of
service, Influence of family/ friend, Quality ofrsece, Quality of staff, Interior atmosphere of
branch, Provision of IFB services, Convenient bnaloration,Awareness of respondent, Age,
Sex, Occupation, Education, Marital status, Incaifthe respondent and Religion were retained

in the model.
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Table 4.17: Correlation Matrix for Discrete Variabl
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4.4.2 Factors that Influence Customers in Selecting-B Products and

Services

To identify factors that influence CBE customersselecting IFB and to test its significance

level, logistic regression econometric model wagpéed using SPSS version 20.0. Binary and

category variables were hypothesized to influent#amers’ perception in selecting IFB. Prior

to running to model for fifteen binary and categaliindependent variables Contingency

Coefficients are employed to check the existencassbciation among them. Accordingly, all

hypothesized independent variables were found e m@ collinearity problem retained in the

model.

Table 4.18: Regression Result using Logistic Model

B S.E Wald Sig Exp(B)
PRICESER -.670 495 1.830 .018** 1.954
INFFAMFR 1.457 .720 4.088 .043** 4.291
QUALSERV 2.883 2.503 .000 .099*** .001
QUALSTFF 2.475 2.503 .000 .099*** 2.284
INTERATMO -.035 473 .005 941 .966
PROVIFB .109 .538 .041 .839 1.115
CONBRLOC .082 .651 .016 .003* 1.085
AWAREIFB .670 476 1.977 .160 1.954
AGE 139 737 .035 .851 1.149
SEX .657 .695 .895 .344 1.930
OCUPTION -.281 .249 1.269 .260 .755
EDUCATION .670 440 2.323 127 1.955
MARSTATS -1.102 .706 2.438 .118 332
INCOME -.514 .525 .959 327 .598
RELIGION .110 .549 .040 .004* 1.117

Source: SPSS analysis Output, 2015
*significant at 1% level significance
** Significant at 5% level significance

***Significant at 10% level significance
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Based on the model statistical analysis, six inddpet variables were found to have significant
relationship with overall perception towards inttrédree banking such as Price of service,
Influence of family/friend, Quality of service, Qitg of staff, Convenient branch location and
Religion. On the other side, nine independent W were found to have no significant
relationship with overall perception towards Instrizee banking such as Interior atmosphere of
branch, Provision of IFB, Awareness of respondége, Sex, Occupation, Education, Marital
status and Income of the respondents. The impadhdd#pendent variables on customers’

perception towards IFB discussed as follows.
Price of service (PRICESER)

The result of the logit model displayed in the Babl18 reveals that, this particular independent
variable influences perception of customers indglg Interest free banking negatively at 5
percent level of significance. The negative valtithe coefficient (B=-0.67) indicated that price
of services has less impact on customer percepiibe. result implies that the odds ratio
favoring customer perception about interest freekivay is being decreased by a factor of 1.954
in terms of price of service. It means that custoperception about interest free banking is
being influenced negatively and significantly bycprof services. Price of service found to be a
factor that influences customer perception in selgcIFB. This is consistent with prior
expectation. This study is also consistent withrAand Nurdianawati, 2006 that who reported,

price of services is criterion for the selectionrdérest free banking services.
Influence of family/ friends (INFFAMFR)

Influence of family/ friends was found to be anpwontant influenced factor that affects
customers’ perception in selecting Interest freekbwy. According to the regression result
displayed in Table 4.18, the statistics resul&iation to this variable is positively significanae

5 percent level of significance(B=1.457). The odalso favoring increase in the probability of
customer perception being influenced increase fgctor of 4.291 influence of family/friend.

There is a positive relationship between influenEdamily/friend and customers™ perception.
Influence of family/friend found to be influenceakctor that affect CBE customers’ perception in
selecting IFB. This is consistent with prior ex@icin. The study made by Metawa and
Almossawi (1998) and Naser et.al. (1999) also agvéth the result of this study that indicates,
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friends and family influences is equally importdactors for customers when making decision

on their choice of Interest free banking.
Quality of service (QUALSERYV)

The result s of the logit model displayed in thable 4.18 shows that, Quality of service
influences customer perception towards interest fvaking positively at 10 percent level of
significance. The coefficient value (B=2.883) wagssifive that mean positive relationship
between customers’perception and Quality of sesvi€be odds ration favoring increase in the
probability of customers™ perception towards Inséfeee banking being influenced increase by a
factor of .001 in Quality of service. The impligatiis that an increase in Quality of service leads
to increase customers under study to be influeneie perception towards interest free banking.
This is consistent with prior expectation. Thisdstus also consistent with Erol and EI-Bdour
(1989) they isolated in their own study that, thestnmportant factor that influence customers or
criteria considered by customers is quality of v which include fast and efficient services.

Quiality of staff (QUALSTFF)

The regression result corresponding to qualitgtaff indicates that it is found to be significant
influence on customer perception towards IFB. Tésticular explanatory variable affects
customers’ perception positively at 10 percent llevk significance. The coefficient value
(B=2.475) was positive that means positive relaiop between customer perception and
Quality of staff. In other word, the positive vatuef coefficient revealed that positive perception
towards Interest free banking. The result implieat tcustomer perception about Interest free
banking is being influenced significantly by qualdf staff. The odds ration favoring increase in
the probability of customers™ perception towarderest free banking being influenced increase
by a factor of 2.284 in Quality of staff. The stuyconsistent with the prior expectation. A
study made by Asyraf and Nurdianawati, 2006 alseesgy with the result of this study that
indicates as among other factors that influenceoousrs in selecting IFB Quality of staff as

either equally is criteria in selecting a particulaterest free banking service.
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Convenient branch location (CONBRLOC)

Convenient branch location was found to be sigaificand to have positive influence on
customer perception at significance level of 1 eetc The coefficient value (B=0.082) was
positive that means positive relationship betweestamer perception and convenient branch
location. The logit regression results displayetha Table 4.18 shows that, customer perception
towards Interest free banking is being influencephiicantly by convenient branch location.
The variable found to be factor influenced cust@hgerception in selecting IFB. The odds ratio
favoring increase in the probability of customergeption being influenced increase by a factor
of 1.085 in convenient branch location. The studynfd to be consistent with the prior
expectation. The finding of this study is consisterth previous studies made by; Asyraf and
Nurdianawati 2006. A study made by Haron et al9@)9%nd Ahmad and Haron (2002), also
agrees with the result of his study conducted thesearch based on a sample taken from

Malaysian customers.

Religion (RELIGION)

The regression model result of the logit model egponding to this particular independent
variable religion show that it is significant ap&rcent level significance. The coefficient value
(B=0.11) was positive that means positive relatigmsbetween customer perceptions and
Religion. In other word, the positive value of domént revealed that positive perception
towards Interest free banking. Furthermore, higeegels of availability religious perspective
make the Interest free banking products and seswéesier and comfortable. The odds ration
favoring increase in the probability of customersrception towards Interest free banking being
influenced increase by a factor of 1.117 in religiBrevious empirical studies made by Haron et
al. (1994) and Ahmad and Haron (2002), Asyraf anddénawati, 2006 and Erol and El-Bdour
(1989) confirm that, pointed out that religion her important factors that influence customers
perception.
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CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION

5.1 Summary of the Major Findings

v This study serves as an indicator showing that mesgiondents are familiar with
interest free banking. For example, about 57.6%hefrespondents rated their
overall awareness towards IFB services as high\arg high. User of IFB
products and services are familiar with the prodBet, respondents who are not
user of IFB are not familiar with the products;ith@imary reason for not using
the product is CBE have not done enough in edugatiistomers and marketing
IFB products and services. Similarly, despite teat that the interest-free banking
Scheme was launched since October28,2013, the ityagdr the respondents
started having banking relationship with IFB systemly one year & six of
months ago. This lack of marketing effort among @BE could be the
contributory factor towards the smaller market shaf Interest free banking
depositors.

v' On the other hand, the respondents have suffi¢ieatvledge concerned CBE
offers IFB products and services. They come to kribwough Media (TV,
Newspaper) followed by employee of CBE.

v" Among the IFB products and services delivered byECE5.1 percent of the
respondents used Wadiahamanah (safe Keeping Deposiunt) followed by
Mudarabah (PLS) saving account nearly 33.3% foltbwey Qard (current
account) nearly 11.1% were the most used prodidtslarabah (fixed Time
Deposit Account) and WadiahYadAmanah (Trustee Se@festody) were
unpopular among the respondents.

v' The five scale rating of likert was employed to wndwow the statements
perceived by the customers of CBE concerning IF&Ipcts and services. There
is consensus that IFB system was introduced bedsluséms are not allowed
from associating themselves with the element @ radt practice by conventional

banking system and Interest free banking shouldotadoprofit maximization
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principle to remain competitive and sustainablee Téspondents also agree that
CBE have gone enough in delivering IFB products lhot confirmed that profit-
loss- sharing principle is the only principle reggating a true spirit of the IFB
system and Interest free banking products availsb@BE windows are similar
to the products of interest based products exdegut the banks use different
names in highlighting those products.

v This study showed demographic factor, social faatat institutional factors such
as Price of service, Quality of service, Quality sthff, convenient branch
location, Influence of family and friends and R&ig were found to have
significant relationship with overall customers’rpeption towards interest free
banking. However, Awareness of respondent, Age, &®cupation, Level of
education, Income level, and marital status, Ioteatmosphere of branches and
Provision of IFB services were found to have nmifigant relationship with

overall customers’ perception towards interest baeking.
5.2 Conclusion

Interest free banking (Islamic banking) is Ribadnmest) free and trade oriented banking system.
Islamic banking is based on profit and loss sharmgchanism.The following are the major

conclusions drawn from the findings of the study;

v' From the demographic profile or respondents we canclude that, CBE
customers who are user of IFB are young, most me&t® of CBE are male,
majority of CBE customers who are users of IFB employees of government
organization, majority of the respondents attenaleolve secondary school level,
the dominant of respondents are single, the avemagathly income of
respondents generate below birr 5000 per month thied majority of the

respondents are followers of Muslim religion.

v’ User of IFB products and services are familiar wité product. But, respondents

who are not user of IFB are not familiar with thegucts. On the other hand, the
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respondents have sufficient knowledge concerned Gié#fs IFB products and
services.

v On the criteria of selecting Interest free bankimgducts and services, the main
reason found in the study is strictly religion. Beasons like price of the service,
quality of the service, good interior atmosphem@venient branch location and
the availability of IFB services in a given brarantribute a lot in selecting IFB
products and services.

v' Based on the findings even though fixed time depmstount (mudarabah) and
trustee safe custody (wadiahyadAmanah) are notageepted, it could be
concluded that Islamic services and products aréreeeived by Muslim and
non-Muslims population in the study area. They fas¢ gaining popularity and

more widely accepted by the society at large.
5.3Recommendations

This study was conducted to use the result to nnekemmendations; based on the
findings of the research the following recommenutagihave been made:

v' Commercial Bank of Ethiopia should do enough inocating customers and
marketing and advertising Interest free bankingdpots and services widely
since various CBE customers have no idea concenfiBgit is offered by
CBE and again some products such as WadiahAmaaé# Kseping Deposit
Account), Mudarabah (PLS) saving account and Qeud¢nt account) were
most used products. On the other hand, MudarabatedFTime Deposit
Account) and WadiahYadAmanah (trustee Safe Custedfe unpopular
among the respondents.

v' CBE should use media such as TV and newspaperrapbbgee of the bank
in educating, marketing and advertising Interese fbanking products and
service; because the dominant number of CBE custoomnes to know that
Interest free banking offers by the bank throughdimend employee of the
bank.
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IFB service offered by CBE should not be halt tergpe in accordance and in
the principle of Sharia; because majority of thepmdents main reason to
select interest free banking is found to be refigio

CBE should pay attention in emphasizing and imprgwPrice of service,
Quiality of Service, Quality of staff, convenientahch location. Since those
variables were found to have significant relatiopshith overall customers’
perception towards Interest free banking.

Commercial Bank of Ethiopia needs to expand Intdreg banking products
and services throughout other branches and extrdowmis of the bank to meet
customers’ expectation and to retain big marketesbéInterest free banking
deposit and loan. Since the sampled respondents stubly pointed out their
opinions in open ended questionnaire that, numbdrranches are low and
this is a contributory reason for inaccessibilifytee IFB service easily.

Core banking should be implemented for Interes¢ foanking to increase
accessibility and so as to the customers can @seeitvices out of customers
account maintained branch. Because the respondedes study pointed out
in their opinion in open ended questionnaire tloabe branches that give IFB
services are not online yet.

CBE should entertain the special saving A/C for phepose of purchasing a
residential house by including in IFB, since thestomers addressing this
issue in the open ended questionnaire asked.

CBE should begin offering the IFB service in the@aate branches, since
some customers have a doubt if it is mixed withveorional or interest based
banking service.

CBE should pay attention in improving Interest flemnking service to meet
customers expectation, since the finding of thedystshows that the IFB
customers are not satisfied with existing IFB sexwffered by CBE.

Planners and policy makers of the bank can drasotefrom the result of the
study to formulate additional strategies and taciit relation to IFB, to

understand the level of awareness of customersrdswH-B product and
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services and to provide factors that influenceamusts to choose IFB product
and services.

v' The study recommends that further research shautmbhducted by including
additional branches and additional factors on dateng the perception of

customers’ towards IFB products and services.
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Table4.17: Correlation Matrix for Discrete Variables
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PRICERS 1.000 | .087 000 000 -.233 273 -.194 | -.148 | .091 .045 -.216 252 -.071 | -.029 210
INFFAMER 1.000 | .000 000 -.066 | -.128 | 0.69 .102 .088 .147 -.023 066 -.111 | -.226 | .139
QUALSERV 1.000 | -1.000 000 000 .000 .000 .000 .000 .000 .000 .000 000 .000
QUALSTFF 1.000 000 .000 .000 .000 .000 .000 .000 .000 .000 .000 .000
INTERATMO 1.000 | -.382 | -.260 | .001 -.271 .029 .197 .009 -.049 | .000 -.356
PROVIFB 1.000 | -.228 | -.052 | .260 -.093 | -.275 | .014 .062 -.047 | .029
CONBRLOC 1.000 | .240 .160 .078 .153 -.280 | -.097 | .255 279
AWAREFB 1.000 | .054 -.085 | .232 .051 -.229 |.031 -.085
AGE 1.000 | 209 |-.019 |.043 |.326 |.133 |.187
SEX 1.000 | -.050 |-.088 |.105 |.219 |.115
OCUPTION 1.000 | -.275 |-.042 |.306 |-.304
EDUCATION 1.000 | -.105 |-.259 |-.187
MARSTATS 1.00 |.206 |.000
INCOME 1.000 | .043
RELIGION 1.000

Source: SPSS Analysis Output, 2015
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APPENDIX- |
St. Mary's University

Dear Respondents:

This Semi-structured questionnaire is designed dtlect information aboutCustomers
perception towards IFB products and services in setted branches of CBE Moreover, the
research will contribute towards the fulfillment thie researcher's Master’'s Degree in Business
Administration (MBA). Your valuable support in respling to the questions raised is
paramount importance to the successfulness ofthdy. Hence, | kindly ask you in all regard to
fill the questionnaire carefully at your best knedde. The accuracy of information you provide
determines the ultimate reliability of the study.

Note: Your answers will be strictly confidential and walhly be used for academic purposes.

Contact Address:
If you have any query, please don't hesitate totacnme. | am available as per your
convenience at — Tele - +251 9 13 20 85 62 or H-melhambe35.ee@gmail.com.

Thank you in advance for your cooperation and timely response!



General information

Date

Code of the questionnaire

Name of the branch

> w N e

Demographic Profile of Respondents
A.1 Age a, below 20 b, 21-35 c, 36-55 d, aboke 5
A.2 Sex a, Male b, Female

A.3 Occupation

a. Business person d. Employee of government
b. Employee of private organization e. EmployEBIGO
C. Student f. If other please specify
A.4 Education
a. Read and write c. Secondary School (9-12)
b. Primary School (1-8) d. above secondary
A.5 Marital status a. Married b. Single c. Dived d. Widowed
A.6 Income of respondent a. below 5000 b. 500002
¢. 20001 -50000 d. above 50000
A.7 Religion a. Muslim b. Orthodox C. Protestant d. Catholic

e. If other specify
B. Usage of IFB Products
B.1 Number of Years with CBE

B.2 Do you have an account maintained in CBE? /& Ye b. No

B.3 Do you have any existing relationship with CBErelationship with IFB product and services?
A.Yes b.No
B.4 For how long have you been using interest Baeking products and services?
a. Less than 1 year b. 1-5 Years c. 6-10 Years
d. More than 10 Years

B.5 which types of IFB products and services using with CBE?

a. WadiahAmanah (safe Keeping Deposit Account)
b. Mudarabah (PLS) Saving Account
c. Qard (Current/checking/Demand Deposit Account)
d. Mudarabah (Fixed Time Deposit Account)
e. WadiahYadAmanah (Trustee Safe Custody)
f. Special Demand Deposit
B.6 If your answer for Q # B.3 no Why?



B.7 Are you going to use for future if the IFB product and services is available in

any branches of CBE’s window? A. Yes b. May be c. Not sure

e. I don’t know

d. no

B.8 If interest free product becomes costly, would you still consider the products?

a. Yes b.No
Perception of Respondent towards IFB

C.1 What is your perception towards IFB?

S.No

Statement Score

Absolutely | True Neutral
true (5) 4) (3)

Untrue

(2)

Absolutely
untrue (1)

Interest free banking system was
introduce because Muslims are
prohibited from associating
themselves with the element of
interest practice by conventional
banking system

Is it true the IFB products
available in CBE window are
similar to the products of interest
based products except that the
banks use different names in
highlighting those products?

CBE have gone enough in
delivering IFB product to you?

The Profit- Loss- Sharing
principle is the only principle
representing a true spirit of the
IFB system

IFB must adopt a  profit
maximization principle in order to
survive in the competitive
business environment

D.

Awareness of Respondents towards IFB

D.1 How do you rate your level of overall awareness towards IFB?

a. Very aware c. Understand partially

b. Aware d. limited awareness e. no awareness at all

D.2 Do you know that CBE provide interest-free services?
a. Very well c. Not much
b. Sufficient knowledge d. Never thought about it.

D.3 How do you come to know that CBE offers interest-free banking?




a. Bank employee c. Media (Newspaper, TV)

b. Internet d. Friends/ Family  E. If other specify
D.4 Do you know that it is HARAM (not permissible) to receive and charge interest
in Islam?

a. Yes b. No c. I don’t know

D.5 Are awareness towards IFB has influence over in choosing IFB product and
services?
a. Yes b. No c. I don’t know"
E. Information on factor that influences Respondents to choose IFB services
E.1 The main reason why you select IFB products and services?
a. Strictly religion d. Both religion and Economy
b. Economy (profit and cost elements)
c. Cheap products e. Convenient bank location f. Ethical

g. If other specify

E.2 Do you feel interest free banking services are costlier than non-interest free
service?
a. Yes b. No c. I don’t know
E.3 Do you influenced by price of service delivered by IFB to choose the service?
a. Yes b. No c. I don’t know
E.4 Are you going to consider Quality of Service and staff when selecting IFB
products and service?
a. Yes b. No c. I don’t know
E.5 Are you using IFB in this branch because of good Interior atmosphere of the
branch?
a. Yes b. No c. I don’t know
E.6 Do you motivated to use IFB services due to availability of the services in CBE?
a. Yes b. No c. I don’t know
E.7 Would you consider convenient branch location in selecting IFB services?

a. Yes b. No c. I don’t know

E.8 Do you think that you have been influenced by family and friends to use IFB

products services?

a. Yes b. No c. I don’t know



F. Information on opinion of Respondents towards IFB
F.1 Are you satisfied with existing Interest free Banking services?
a. Yes b. No c. I don’t know

F.2 If no, why?

F.3 what is your opinion regarding IFB services?

Thank you
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APPENDIX —1lI

Commercial Bank of Ethiopia
Management Information Service
Status of Interest Free Banking(IFB) (As at April 08, 2015)

No. of Mudaraba Women
District Branch Name No Br |Windo Quard (Demand) Mudarabah Saving Saving Mudarabah Time Total
s Amana Safekeeping Amana Women
No. of
2:;::M Amount ::«;::nt Amoun| ::«;::nt Amount ::«;::nt Amount :’-‘\:cou Amount 2:;::M Amount ::«;::nt Amount

Aba Geda 1 1 104 1,190,068.33 2 1,140.00 106 1,191,208.33
Abomsa 2 1 122 465,970.10 122 465,970.10
Adama 3 1 411 6,815,957.09 27 995,788.00 438 7,811,745.09
Arsi Robe 4 1 53 843,994.57 53 843,994.57
ARSI SIRE 5 1 269 2,242,855.22 1 10,000.00 270 2,252,855.22
Assela 6 1 277 1,770,223.75 277 1,770,223.75
AwashSebatKillo |7 1 621 5,551,688.57 8| 990,248.24 82| 2,250,262.14 711 8,792,198.95
Bekoji 8 1 248 1,868,882.02 248 1,868,882.02

ADAMA BERECHA 9 1 1 18,211.29 1 18,211.29
Boset 10 1 87 1,299,657.09 87 1,299,657.09
Derra 11 1 65 541,648.44 1 1,000.00 66 542,648.44
ELEMO KILTU 12 1 1 192,050.00 1 85,920.00 2 277,970.00
HAMDA DIKSIS |13 1 144/ 1,352,879.72 144/ 1,352,879.72
KECHEMA 14 1 244 5,918,470.36 30 668,858.57 274 6,587,328.93
KERSA 15 1 152 1,600,763.11 152 1,600,763.11
Modjo 16 1 126 1,393,517.91 126 1,393,517.91
Nazareth 17 1 311 4,671,230.37 17! 452,186.99 328 5,123,417.36
WALKESSA 18 1 3 1,675.00 3 1,675.00
Adet 1 1 32 534,146.48 1 970.00 33 535,116.48
|Bahir Dar 2 2 1098 22,591,252.61 45 3,684,103.30 24 231,895.35 1167 26,507,251.26
|BEZAWIT 3 1 78 1,156,610.05 3 5,883.00 81 1,162,493.05
Bichena 4 1 165 2,863,090.96 165 2,863,090.96
Bure Damot 5 1 20 68,692.40 3 5,029.50 23 73,721.90
Chagni 6 1 254 3,093,430.05 3 206,916.00 257 3,300,346.05
Dangila 7 1 61 212,666.14 20 287,560.61 17 278,617.30 98 778,844.05

BAHIRDAR  |Debre Markos (8 1 37 160,855.53 37 160,855.53
Dejen 9 1 36 441,397.52 36 441,397.52
Finote Selam 10 1 87 1,655,176.09 5 12,225.00 92 1,667,401.09
JAWI 11 1 85 242,564.34 1 500.00 86 243,064.34
METEKEL 12 1 250 3,224,582.19 250 3,224,582.19
Motta 13 1 290 8,214,754.95 4 187,717.86 8 441,539.02 302 8,844,011.83
PAWI BRANCH |14 1 6 20,200.68 6 20,200.68
Tana 15 1 92 735,723.61 2 113,030.00 94 848,753.61
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No. of Mudaraba Women
District Branch Name No Br |Windo Quard (Demand) Mudarabah Saving Saving Mudarabah Time Total
s Amana Safekeeping Amana Women
No. of No. of No. of No. of No. of No. of No. of
Account Amount Account Amoun Account Amount Account Amount A:cou Amount Account Amount Account Amount
ni

ADAGO 1 1 28| 538,114.50 28| 538,114.50
Akista 2 1 102 975,340.00 102 975,340.00
Assaita 3 1 100! 632,326.09 1 43.18 101 632,369.27
Batti 4 1 294 4,101,418.87 294 4,101,418.87
Combolcha 5 1 493 8,823,935.60 493 8,823,935.60
Desse 6 1 551 7,309,951.73 2 1,603.00 11 142,301.76 1| 50,000.00 565 7,503,856.43
DICHIOTO 7 1 57! 388,137.69 57! 388,137.69
Dupti 8 1 56 602,581.25 56 602,581.25
Effesson 9 1 78! 1,404,957.81 78 1,404,957.81
Haik 10 1 493 7,161,134.36 493 7,161,134.36
KALU 11 1 12| 162,996.31 12| 162,996.31
DESSE KELELA 12 1 314 3,067,779.74 314 3,067,779.74
Kemise 13 2 979 10,565,866.48 979| 10,565,866.48
Logiya 14 1 34 298,089.85 34 298,089.85
Mekane Selam |15 1 141 2,892,918.58 141 2,892,918.58
Mersa 16 1 25 238,897.99 25 238,897.99
Mille 17 1 34/ 524,837.50 2 982,578.36 1 50! 37! 1,507,465.86
Mugad 18 1 210 3,650,708.17 210 3,650,708.17
Sekota 19 1 21! 190,117.96 1 50.00 22! 190,167.96
Semera 20 1 279 3,352,110.28 3 991,055.92 282 4,343,166.21
SENBETIE 21 1 2 11,297.00 2 11,297.00
WOGDIE 22 1 213 2,701,449.34 213 2,701,449.34
Woldia 23 1 171 1,619,918.62 14/ 1,043,205.91 6 29,705.00 191 2,692,829.53
Aboker 1 1 165/ 965,929.08 165/ 965,929.08
|Aweday 2 1 333 4,277,792.06 2 40,100.00 335 4,317,892.06
|Babi|e 3 1 354/ 2,109,352.00 6 144,651.11 1 50.00 361 2,254,053.11
|Bedessa 4 1 463 2,154,423.02 15| 57,686.91 478 2,212,109.93
BOREDA 5 1 199 1,068,999.68 199 1,068,999.68
BULALE 6 1 248 7,379,714.52 2 6,665.00 250 7,386,379.52
Chelenko 7 1 322 1,847,257.08 322 1,847,257.08
CHINAGSUN 8 1 350 2,195,021.18 350 2,195,021.18
Chiro 9 1 904 5,453,228.81 904 5,453,228.81
CONEL 10 1 494 2,179,620.67 6 283,564.55 500 2,463,185.22
Dechatu 11 1 272 5,201,753.23 14/ 770,470.43 286/ 5,972,223.66
Deder 12 1 220 1,491,411.02 220 1,491,411.02
Degehabour 13 1 210 4,928,315.02 210 4,928,315.02
Dire Dawa 14 2 1079 9,064,738.65 34 8,300,195.16 1113| 17,364,933.81
Fafen 15 1 279 10,980,476.54 12| 732,115.07 32| 2,819,282.47 323| 14,531,874.08
Fugnan Bira 16 1 850 1,574,835.31 850 1,574,835.31
DIREDAWA |Grawa 17 1 175 1,344,783.17 175 1,344,783.17
HAFETE ESSA 18 2 1290 18,286,052.41 27 4,002,629.82 1317 22,288,682.23
Haramaya 19 1 1203 15,907,323.91 1203| 15,907,323.91
Harar 20 1 1477 17,364,622.63 33 2,025,051.25 38 555,295.96 1548| 19,944,969.84
Hirna 21 1 660! 2,587,775.80 660! 2,587,775.80
Jegol 22 1 484 2,291,575.95 484 2,291,575.95
Jijiga 23 1 743 15,586,924.48 58 6,288,455.41 13 417,415.00 814| 22,292,794.83
KARAMILE 24 1 213 1,207,677.10 213 1,207,677.10
KEBRIBEYAH 25 1 241 1,659,063.87 241 1,659,063.87
Mechara 26 1 607 3,014,686.65 607 3,014,686.65
Megalla 27 1 773 10,455,053.53 35 1,822,688.56 808| 12,277,742.08
MELKA RAFU 28 1 1910 9,413,168.33 1910 9,413,168.33
MIESO BRANCH |29 1 175 816,872.99 175 816,872.99
ODA BULTUM |30 1 514 3,466,772.23 6 21,475.00 520 3,488,247.23
SABIAN 31 1 1116 8,668,464.34 8 191,539.22 1124 8,860,003.56
SITTY 32 1 291 756,203.88 20 1,919,622.83 311 2,675,826.71
SULUL 33 1 371 6,644,733.70 4 66,958.00 375 6,711,691.70
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No. of

Mudaraba Women

District Branch Name No Br |Windo Quard (Demand) Mudarabah Saving Saving Mudarabah Time Total
s Amana Safekeeping Amana Women
No. of
2:;::M Amount ::«;::nt Amoun| ::«;::nt Amount ::«;::nt Amount A:cou Amount 2:;::M Amount ::«;::nt Amount
ni

Africa Avenue |1 1 84 1,271,003.40 6 73,534.36 2 92,000.00 92 1,436,537.76
Andinet 2 1 18 169,408.85 1 500.00 19 169,908.85
A/AMBA MICAEL|3 1 219 3,574,491.56 219 3,574,491.56
Bole 4 1 43 2,019,153.51 1 1,000.00 1 38,577.00 1 2000 46 2,060,730.51
C/ Africa Square |5 1 21! 112,009.84 21! 112,009.84
CMC 6 1 41 480,709.35 1 45.17 1 30000 43 510,754.52
Debre Birhan 7 1 43 83,725.19 1 286,140.00 3 5,502.00 1 122100 48 497,467.19
Gerji 8 1 99 393,034.77 1 100.00 71 475,694.77 171 868,829.54
EAST 22 MAZORIYA BR|9 1 20 241,942.56 1 4,470.00 21 246,412.56
Kotebe 10 1 47 306,126.44 47 306,126.44
Legetafo 11 1 32 679,586.34 1 470.00 33 680,056.34
Megenagna 12 1 70 961,068.23 1 79,170.00 71 1,040,238.23
MERI 13 1 33 248,174.28 33 248,174.28
MESERET DEFAR |14 1 32 45,950.16 4 6,913.52 36 52,863.68
Meskel Square |15 1 10 60,076.70 1 296,613.42 5 50,118.20 1 50 17 406,858.32
Sendafa 16 1 27 411,133.47 1 1,000.00 2 4,700.00 30 416,833.47
SHOLA GEBEYA |17 1 38 221,575.77 1 5,000.00 1 5,000.00 40 231,575.77
Addis Zemen 1 1 40 374,686.49 1 88,970.00 41 463,656.49
Aykel 2 1 134 459,438.91 1 61.00 135 459,499.91
Azezo 3 1 158 796,718.95 1 13,189.50 159 809,908.45
Debark 4 1 59 527,859.49 59 527,859.49
Debre Tabour |5 1 123 1,024,108.46 123 1,024,108.46
Delgi 6 1 10 45,914.52 10 45,914.52
Fasiledes 7 1 279 3,465,414.26 8| 119,787.00 5 112,700.00 292 3,697,901.26
Genda Wuha 8 1 77 333,792.02 3 1,300.00 80 335,092.02
GONDER Gonder Main 9 1 35 542,980.15 2 1,471.00 2 4,230.00 39 548,681.15
Jantekel 10 1 642 9,606,786.69 44 2,684,244.36 38 751,408.56 724 13,042,439.61
KOLADIBA 11 1 58 350,595.07 58 350,595.07
MAKSEGNIT 12 1 6 19,008.65 6 19,008.65
MARAKI 13 1 144/ 528,091.13 144/ 528,091.13
MINTIWAB 14 1 74 158,870.09 1 1,700.00 75 160,570.09
Nefas Mewcha (15 1 66 343,174.60 2 2,191.42 68 345,366.02
Simada 16 1 150 1,343,061.10 150 1,343,061.10
Woreta 17 1 120 749,277.98 1 970.00 1 50.00 122 750,297.98
ZOBLE 18 1 3 230,805.00 3 230,805.00
ADARE 1 1 30 131,617.06 1 15,000.00 3 20,486.00 34 167,103.06
Adola 2 1 52 128,781.13 52 128,781.13
ARDALIBEN 3 1 95 566,017.23 95 566,017.23
Bule Hora 4 1 189 2,074,847.62 1 100.00 190 2,074,947.62
Dilla 5 1 90 5,257,715.37 90 5,257,715.37
GORO DUGIDA |6 1 84 121,987.91 6 4,255.00 90 126,242.91
HAWASSA Hawassa 7 1 70 602,189.72 1 1,979,910.00 19 83,941.23 90 2,666,040.95
MEGA BRANCH |8 1 63 1,194,510.27 63 1,194,510.27
Moyale 9 1 387 8,209,568.94 1 71,470.00 21 473,898.16 409 8,754,937.10
Negele Borena |10 1 241 2,470,905.45 241 2,470,905.45
Sessa 11 1 112 623,504.99 5 122,917.98 117 746,422.97
Yabello 12 1 145/ 1,221,615.28 61 451,092.54 206 1,672,707.82
Yirgachefe 13 1 48 353,473.50 1 1,000.00 49 354,473.50
Yirgalem 14 1 45 255,364.67 45 255,364.67
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No. of

Mudaraba Women

District Branch Name No Br |Windo Quard (Demand) Mudarabah Saving Saving Mudarabah Time Total
s Amana Safekeeping Amana Women
No. of No. of No. of No. of No. of No. of No. of
Account Amount Account Amoun Account Amount Account Amount A:cou Amount Account Amount Account Amount
ni

Aba jifar 1 1 192/ 1,290,335.07 192/ 1,290,335.07
Agaro 2 1 478 3,380,763.41 1 500.00 479 3,381,263.41
Aman 3 1 343 4,080,208.80 10! 743,564.19 1 100.00 354/ 4,823,872.99
ASSENDABO 4 1 309 2,306,012.73 309 2,306,012.73
Bedele 5 1 286/ 2,159,231.56 10! 53,368.92 296/ 2,212,600.48
BISHISHE 6 1 1 25,800.00 1 1,000.00 2 26,800.00
Bonga 7 1 70! 437,199.06 70! 437,199.06
DENBI 8 1 184 506,669.88 184 506,669.88
GACHEB 9 1 119 1,261,871.08 119 1,261,871.08
Gambela 10 1 169 922,611.50 1 1,365,577.91 170 2,288,189.41
Gechi 11 1 495 1,680,671.53 5 482,134.02 500! 2,162,805.55
GERA 12 1 71 115,834.80 71 115,834.80
GINJO GUDURU |13 1 10! 3,820.84 9,970.00 11! 13,790.84
GOMA 14 1 470.00 9 198,162.10 10 198,632.10
Gore 15 1 280! 875,230.95 280! 875,230.95
Hirmata 16 1 743 7,146,287.79 24 753,240.70 14 125,059.68 781 8,024,588.17
JIMMA Jimma Main 17 1 1059 4,337,564.62 27! 1,895,461.08 3 21,120.00 1089 6,254,145.71
JIREN 18 1 190 489,574.25 190 489,574.25
Kumbabe 19 1 257 571,230.21 257 571,230.21
Limu Suntu 20 1 586 1,393,142.83 9 132,933.89 595 1,526,076.72
Mettu 21 1 108 759,925.46 1 250.00 109 760,175.46
Mizan Teferi 22 1 289 4,213,917.84 24 585,731.54 313 4,799,649.38
Openo 23 1 59! 916,873.05 2 64,002.20 2 3,690.34 63 984,565.59
SERBO 24 1 3 650.00 3 650.00
SHEKO 25 1 37! 152,122.15 2 266,529.85 39| 418,652.00
SHENEN GIBE 26 1 1 100.00 1 100.00
SHEWA BENCH |27 1 13 56,230.00 13 56,230.00
Sokoru 28 1 115 733,198.49 26 85,390.00 141 818,588.49
SOR 29 2 64/ 225,042.33 1 100.00 65 225,142.33
Teppi 30 1 87 1,488,767.24 12 399,978.98 99 1,888,746.22
YAYO 31 1 106/ 429,140.83 106/ 429,140.83
Yebu 32 1 309 964,395.47 309 964,395.47
YEKI BRANCH 33 1 2 165,240.00 2 165,240.00
Abie Adi Branch |1 1 10! 47,935.97 10! 47,935.97
ADI SHUMDEHUN2 1 10 391,262.00 1 103,000.00 11 494,262.00
Adigrat 3 1 60! 373,816.30 60! 373,816.30
Adihaki 4 1 17 173,414.41 17 173,414.41
Adwa 5 1 17! 423,845.79 12| 143,439.55 29! 567,285.34
Agazi Avenue 6 1 12 106,994.38 1 250,780.00 1 1,697.90 14 359,472.28
Alamata 7 1 80 837,865.36 80 837,865.36
Axum 8 1 69 411,338.46 69 411,338.46
MEKELE Endaselassie 9 1 22! 195,726.00 22! 195,726.00
Humera Branch (10 1 3 37,002.86 3 37,002.86
MARAY 11 1 64/ 193,246.22 5 179,083.00 69! 372,329.22
Mehonie 12 1 73 937,544.84 73 937,544.84
Mekele 13 1 46 668,469.91 10! 33,913.91 6 4,692.94 62! 707,076.76
MIDER GENET |14 1 1 25.00 1 25.00
RAYA 15 1 105/ 3,163,391.63 105/ 3,163,391.63
Romanat 16 1 47 693,177.78 1 3000 48 696,177.78
Shire Branch 17 1 11! 98,260.40 2 1,000.00 1 6,400.00 3 22100 17! 127,760.40
Woukro 18 1 37 648,982.44 2 10,000.00 39 658,982.44
BABO DEBEKA |1 1 2 500.00 1 1,000.00 3 1,500.00
Bacco 2 1 41 532,551.20 8 114,205.24 49 646,756.44
Begi 3 1 17 15,389.64 17 313,560.70 2 65746.81 36 394,697.15
ENZI 4 1 149| 1,242,365.79 149 1,242,365.78
Ghimbi 5 1 20 362,069.52 20 362,069.52
NEKEMITE Gida Ayana 6 1 52! 470,456.35 52! 470,456.35
HARO SORGA 7 1 123 276,343.27 6 19,482.80 1 325.00 130 296,151.07
KUMSA MORODA8 1 9 19,051.20 9 19,051.20
Nekemte 9 1 212 1,415,253.07 14 151,212.51 226 1,566,465.58
Shambu 10 1 7 64,350.00 7 64,350.00
SIRE 11 1 49 392,732.23 49 392,732.23
Addis Ababa 1 1 175 2,932,147.51 1Page 4 0f16000.00 2,933,147.51
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Mudaraba Women

District Branch Name |No Br |Windo Quard (Demand) Mudarabah Saving Saving Mudarabah Time Total
s Amana Safek Amana Women
No. of No. of No. of No. of No. of No. of No. of
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Ambo 2 1 1 1,100.77 163| 1,087,912.99 164 1,089,013.76
Arada Giorgis 3 1 69 353,714.37 1 697.40 70 354,411.77
Arat Killo 4 1 56 1,275,013.84 12 104,142.79 68 1,379,156.63
Asko 5 1 200 2,115,204.49 1,533.50 202 2,116,737.99
Burayu 6 1 351 4,371,512.15 723.00 2 1,043.95 355 4,373,279.10
Fitche 7 1 51! 189,343.95 51! 189,343.95
NORTH ADDIS Gulele 8 1 196 3,135,931.76 12 146,603.35 1 600.00 209 3,283,135.11
Gundo Meskel |9 1 102 1,964,125.22 102 1,964,125.22
Holeta 10 1 42 344,911.77 1 6,000.00 43 350,911.77
Mehatema Ghan{11 1 40 479,801.18 1 99,970.00 41 579,771.18
Rufael 12 1 150,000.00 1 150,000.00
Sheger 13 1 61 712,448.73 61 712,448.73
SHEGOLE 14 1 222 2,591,149.84 11 60,848.27 233 2,651,998.11
Tewodros Square/15 1 281 1,195,004.18 12 561,163.21 22 363,545.22 315 2,119,712.61
WINGET 16 1 241 2,970,361.79 14 92,058.52 5 53,412.86 260 3,115,833.17
Adaba 1 1 144 934,033.49 144 934,033.49
Alaba Kulito 2 1 386 2,735,685.56 7 28,152.50 52 442,130.77 445 3,205,968.83
Arsi Negele 3 1 60 263,271.51 2 1,525.00 62 264,796.51
Assassa 4 1 71! 615,283.90 1 1,000.00 72 616,283.90
Bale Goba 5 1 313 1,459,219.53 313 1,459,219.53
Dodola 6 1 253 1,948,959.54 16 150,591.98 269 2,099,551.52
Dolomena Brancl{7 1 16 6,400.00 5 5,400.00 2 2,150.00 23 13,950.00
SHASHEMENE [Ghinnir 8 1 420 3,868,737.16 420 3,868,737.16
HARUFA 9 1 89 731,120.05 2 550 91 731,670.05
KOFELE 10 1 195 1,174,987.49 195 1,174,987.49
Shashemene 11 1 91 414,041.77 14 5,006,472.75 17 105,067.22 122 5,525,581.74
SINANA 12 1 58 172,052.35 58 172,052.35
Sofumer 13 1 424 5,812,836.20 5 1,402.14 429 5,814,238.34
Zala Fire 14 1 1 500.00 1 500.00
Zeway 15 1 256 1,544,045.79 1 350.00 257 1,544,395.79
Akaki Branch 1 1 26 456,454.60 26 456,454.60
|B/ ABANEFSO 2 1 4 56,594.11 4 56,594.11
Bishoftu 3 1 113| 1,092,522.04 113 1,092,522.04
DIL GEBEYA 4 1 10 1,508,171.50 4 2,041,527.43 1 3,800.00 1 200.00 16 3,553,698.93
Dukem 5 1 26 100,642.77 26 100,642.77
Finfine 6 1 104 1,550,151.30 1 8,364.33 1 99,784.74 106 1,658,300.37
GARADUBA 7 1 13 78,530.62 13 78,530.62
GOFA GEBRIEL |8 1 18 92,785.81 18 92,785.81
Gofa Sefer 9 1 228 2,940,865.10 4 16,632.43 2 4,054.82 234 2,961,552.35
SOUTH  |JEMU 10 1 120 1,095,212.63 1 61,212.10 121 1,156,424.79
Kirkos Kebele 11 1 42 362,672.14 1 164,746.59 1 100.00 44 527,518.73
Lafto 12 1 46 320,032.22 1 600.00 1 8,500.00 48 329,132.22
Lideta 13 1 20 300,404.34 1 25,000.79 21 325,405.13
Mekanisa 14 1 151 2,331,261.07 151 2,331,261.07
Nifas Silk 15 1 230 1,908,140.24 2 2,480.00 232 1,910,620.24
SARIS ABO 16 1 4 24,570.00 9 7,545.00 7| 40,171.34 20 72,286.34
Senga Tera 17 1 115] 3,429,933.40 4 41,057.50 15! 243,222.57 1 100.00 135 3,714,313.47
Temenja Yaj 18 1 13 116,704.62 20 548,817.66 2 11250 35 676,772.28
Yoseph 19 1 24 233,681.33 24 233,681.33
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Abakoran 1 2 563 7,010,212.37 7 12,180.66 481| 9,628,703.97 4 8,667.40 1055| 16,659,764.40
Addis Ketema 2 2 468 9,965,015.64 6 15,240.00 53 988,725.16 527| 10,968,980.80
ADDISU MICHAEL 3 1 62! 925,926.54 62! 925,926.54
Alem Bank 4 2 1735 18,982,118.75 23 621,024.49 35 937,207.65 1793 20,540,350.89
Anwar Mesgid |5 2 640/ 11,087,201.97 13 277,340.57 478| 12,738,876.42 1131] 24,103,418.96
ASHEWA MEDA |6 1 1 700.00 1 700.00
18 MAZORIYA BR|7 1 156 1,714,958.69 156 1,714,958.69
Atena Tera 8 2 1525 16,429,282.08 12 1,293,337.33 37 333,572.35 1574 18,056,191.83
Ayer Tena 9 1 125 1,401,720.68 9 97,535.80 60! 446,822.83 194 1,946,079.31
BEKUR BRANCH |10 1 35 271,993.62 35 271,993.62
Bethel 11 1 289 3,628,870.57 9 528,438.06 5 75,320.54 303 4,232,629.17
|B0mb Tera 12 1 267 7,396,493.63 4 75,852.23 1 100.00 272 7,472,445.86
BURKA 13 1 30! 365,849.15 4 485,120.76 34/ 850,969.91
Butajira 14 1 729 8,391,883.06 729 8,391,883.06
ERESHA 15 1 104 1,000,436.98 104 1,000,436.98
GARE BOLO 16 1 9 40,065.00 4 79,531.75 13 119,596.75
GEJA SEFER 17 1 4 14,010.00 2 4,400.00 6 18,410.00
GINDO Branch |18 1 6 43,573.48 11 2,615.00 17 46,188.48
GIRAR 19 1 114 669,725.92 2 7,470.00 116 677,195.92
WEST Habete Giorgis |20 1 107 4,105,521.49 7 129,587.41 1 98.80 115 4,235,207.70
KERANIO 21 2 443 3,640,855.83 2 11,668.58 2 156,104.11 447 3,808,628.52
KIBET 22 2 59 198,178.81 8 352,858.51 2 14,508.97 69 565,546.29
Kolfe 23 1 713 8,303,882.31 4 454,102.52 25 233,428.65 742 8,991,413.48
MAREKO 24 1 16 131,523.99 16 131,523.99
Mehal Gebeya |25 1 430 9,151,564.68 8 31,931.50 100| 1,448,570.47 538| 10,632,066.65
Paulos 26 1 168 2,698,523.00 14 25,755.00 18 134,511.71 200 2,858,789.71
Reppi 27 1 106 922,075.38 106 922,075.38
SANKURA 28 1 568 2,398,263.94 568 2,398,263.94
Sebeta 29 1 44 558,222.90 44 558,222.90
SEFERE SELAM |30 1 86 1,209,550.68 1 738,543.79 87 1,948,094.47
SOMALE TERA |31 1 152 1,672,399.75 2 1,058.09 154 1,673,457.84
Tekle Haimanot |32 1 372 6,866,582.97 3 217,021.17 375 7,083,604.14
T/ Dirijit Akababi|33 1 1 7,000.00 1 7,000.00
TOR HAYLOCH (34 1 236 589,281.71 25 318,158.49 1 2100 262 909,540.20
Torra 35 1 201 1,739,180.87 1 12,568.31 1 30,700.00 203 1,782,449.18
Tulu Bolo 36 1 21 79,497.12 1 9,401.26 22 88,898.38
WELETE BRANCH|37 1 62! 1,011,838.53 1 1,000.00 63 1,012,838.53
Welkite 38 1 42 418,872.75 1 980.00 2 197.48 45 420,050.23
Wolliso 39 1 71! 615,767.44 71! 615,767.44
Worabe 40 1 690 5,962,043.62 5 182,349.82 15 267,293.12 710 6,411,686.56
Arba Minch 1 1 418 2,012,366.29 8 114,433.66 4 36,695.00 430 2,163,494.95
BOBECHO 2 1 101 214,247.50 101 214,247.50
Dawro 3 1 2 3,081.91 2 200.00 4 3,281.91
Durame 4 1 37! 108,423.82 37! 108,423.82
Fonko 5 1 9 78,974.52 9 78,974.52
GESH 6 1 5 560,785.95 5 560,785.95
Hossana 7 1 265 445,257.21 265 445,257.21
Jinka 8 1 161 2,634,799.71 13 362,005.41 174 2,996,805.12
WOLAITA  [LERA 9 1 355 1,358,800.17 25 54,879.27 380 1,413,679.44
SELEME 10 1 11 4,616.65 11 4,616.65
SHASHOGO 11 1 77 360,849.18 43| 2,679,955.33 1 10300 121 3,051,104.51
SIKELA 12 1 48 45,438.74 1 100,000.00 49 145,438.74
TONA 13 1 17 517,249.00 17 517,249.00
Wachamo 14 1 66! 554,353.00 21! 51,510.01 87 605,863.01
Wadu 15 1 16 21,305.00 16 21,305.00
Wolaita Sodo 16 1 89 451,296.71 11 627,450.34 17 103,655.25 117 1,182,402.30
Yelasawla 17 1 119 1,747,483.07 31 2,513,640.81 21 50,188.16 171 4,311,312.04

Grand Total

307

341

62,789 652,767,699.18

1,032 | 68,923,915.83

47,722,814.62

66 | 587,737.01

65,535 | 770,002,166.64
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