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Abstract: The role of bank as financial intermediary is well recognized facts in the economy of various countries. Without enough
deposits banks and financial institutions might fail to achieve their business targets. In this study, the effect of employees work
experience, location and ICT service on the bank deposit mobilization status (increase in bank deposit) particularly in private
commercial banks in Ethiopia has been examined. Using structured questionnaires and personal interview, the data were collected from
180 samples which were selected by employing simple random sampling and purposive sampling techniques. In order to achieve the
research objective descriptive and econometrics (binary logit regression model) were employed for data analysis. The result of binary
logit regression model revealed that employees work experience is less likely affects the deposit mobilization status of the bank. While
introduction of ICT service has been more likely improves the deposit mobilization (increase in bank deposit) in private commercial
banks in Ethiopia.
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systems employed in this highly competitive industry,
(Digaria, 2011).

1. Introduction
The role of bank as financial intermediary is well recognized
facts in the economy of various countries. Bank the main
intermediaries between those with excess money
(depositors) and those individuals and businesses with viable
projects but requiring money for their investment (creditors).
Consequently, Banks play an important function in the
economy of any country.
Despite their inherited function, deposit mobilization is
among of the corner stone of the banking business. Banks
and financial institutions are striving to mobilize deposits as
a fundamental objective and basis of its operations. Without
enough deposits banks and financial institutions might fail
on achieving their business targets. Deposit mobilization
activity is a process of giving money or security to a bank
and to other who promises to preserve to use it and return it
kind, especially the act of placing money in a bank for safety
and conveniences. Deposit mobilization is one of the main
functions of banking business and so an important source of
working fund for the bank that were collected from public
through its current, savings, fixed, recurring accounts and
other specialized schemes.
Since deposits are normally considered as a cost effective
source of working fund, the bank’s ability to lend more as
well as its success greatly lies on its deposit mobilization.
However the bank’s ability to mobilize enough funds from
the public through its current, savings, fixed, recurring
accounts and other specialized schemes will depend on the
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Technology has become an intrinsic part of banking, making
it easier and cheaper to develop and deliver financial
services. As a consequence of the highly technological
environment developed around the world in the banking
industry, the expansion of distribution channels for financial
services relies on a very complex network of partnerships
(Weissbourd , 2002). At the same time, in developing
countries, only part of the population has access to basic
financial services, such as a deposit account, for example. A
number of studies (Claessens 2006; UNDP 2007) have
claimed that technology will play a significant role in
improving poor people’s bank access, taking financial
services in a sustainable way too far and underserved
locations. There is a tremendous opportunity for banking
technology to connect lower-income citizens at reduced
costs and bring millions of consumers to the formal financial
marketplace through electronic channels (Weissbourd,
2002). With the incorporation of innovation and technology,
many aspects of banking has been automated and improved.
Through innovation, customers have seen easy and
accessible means of banking and have to a greater extent
helped banks reach out to many of the unbanked population.
With the support of technology, tedious processes of
banking have been reduced and services have improved.
1.2. Statement of the Problem
Deposit mobilization is an indispensable factor to increase
the sources of the banks to serve effectively. Mobilization of
deposit plays an important role in providing satisfactory
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service to different sectors of the economy. The successful
functioning of commercial banks depends on the extent of
funds mobilized. Deposits are the life blood of banking
companies. There are different types of deposits, with
different maturity pattern carrying different rates of interests.
Deposit mobilization is depending on the cost of deposits.
Mobilization of deposits for a bank is as essential as oxygen
for human being, (Deb, 1988). “The survival of the fittest‟
has made applicable for the banks. To enhance profitability,
banks take steps to minimize the expenditure and are forced
to mobilize low cost deposits. (Shettar, 2014).
Mobilizing deposits domestically is crucial in many
developing countries. Domestic funds provide a cheap and
reliable source of funds for development, which is of great
value in developing countries, especially when the economy
has difficulty in raising capital in international markets. Yet,
in many developing countries, there is a considerable
amount of savings that are not intermediated through the
formal sector. In particular, there exists a significant savings
potential in the rural and/or semi-urban sector in many
developing countries (Adams, 1978 and Vogel, 1984).
However, deposits mobilization is affected by self-fulfilling
prophecies. If policy makers assume that certain people or
institutions are too poor to save, and then implement policies
that severely limit their access to deposit facilities, one
should not be surprised when few deposits are mobilized. It
goes without saying that individuals must have easy access
to deposit services to facilitate deposit mobilization.
Potential depositors are highly sensitive to the transaction
costs that are imposed on them by deposit takers, especially
the time and distance involved in making small deposits
(Demirguc and Detragiache, 1998).
Given the importance of financial institutions deposits
growth on economic development, the financial system in
developing countries faces several difficulties that keep
them from operating efficiently. These problems mostly
come from legal system functions poorly, making it hard to
make effective use of slow and burdensome (Frederic S.
Mishkin, 1992). Since Most of the banks in many
developing countries have been privatized, factors that affect
deposits mobilization are important for the success not only
to the financial institution but also to the entire economy.
Despite large numbers of empirical evidence on deposit
mobilization in developed countries, such studies are very
limited in developing countries particularly in Ethiopia.
Hence, this study is intended to fill this gap in literature.
1.3 Objectives of the study
 To examine the effect of information communication
technology on deposit mobilization status of private
commercial banks.
 to examine the banks employees work experience on
deposit mobilization status of the private commercial
banks
 To evaluate the effect of bank location of the on deposit
mobilization status of the private commercial banks.
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2. Methodology of the Study
To address the research objectives, qualitative and
quantitative research design approach is employed in this
study.
2.1 Data type and sources
Both Primary and secondary data were used in this study.
The primary data were gathered through questionnaires and
personal interview. While secondary data were gathered and
complained from previous studies and bank annual report.
2.2 Population and sampling techniques
The Populations of the study were the employees of selected
of Awash International Bank & Dashen Bank branches who
were approximately 330. Dillman (2000) and Hill et al.
(2003) argues that, a sample size of 100 and above is
sufficient to present good concise research findings when the
population contains a large number of units. Following the
suggestions of Dillman (2000) and Hill et al. (2003), sample
(n) of 180 employees is selected using simple random
sampling and purposive sampling.
2.3 Method of Data Analysis
In this study descriptive and inferential method of data
analysis (Binary logit model) were employed depending on
the nature of the variables to be investigated.

3. Data Analysis and interpretation
3.1 Descriptive Analysis
3.1.1 Gender distribution of the Respondents
Table 1, presents the sex distribution of the respondents.
From the total number of the respondents 31.1% (56) of the
respondents are female respondents and the other 68.9 %(
124) are male respondents and thus it can be concluded that
majority of works were male.
Table 1: gender distribution of the respondents
Response
Male
Female
Total

Source: survey data

Frequency
124
56
180

Percent
68.9
31.1
100

Age of the respondents
In terms of age as described in table 2, below 48.9% (88)
were respondents whose age was between 26-35 and 31.7%
(57) were below 25 years old. 11.7% (21) of them are 35-45
years old & 7.8% (14) of them are 26-50 years old. From the
sample respondents there were no respondents whose age
were 51 and above.
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Table 2: Age distribution of the age of the Respondents
Age category
Below 25 years old
26-35 years old
46-45 years old
46-50 years old
Above 51
Total

Source: survey data

Frequency
57
88
21
14
0
180

Percent
31.7
48.9
11.7
7.8
0
100

Work experience of employee’s results shows that 52.2% of
the respondent’s work experiences were below 5 years and
43.9% of the respondents were between 6-15 years old and
the rest 3.9% were between 16-25years.
Table 3: work experience of the respondents

Source: survey data

Econometric data Analysis and Results

In this study econometric model (binary logit regression
model) is used to test the hypothesis due the nature variables
to investigate. The model contains one dependent variable
(bank deposit mobilization status) which was explained by
various covariates.

Work experience of the respondents

Category of the respondents work
experience in year
Below 5 years
6-15 years
16-25 years
Above 26 years
Total

3.2

Frequency

Percent

94
79
7
0
180

52.2
43.9
3.9
0
100

Binary Logistic Regression Analysis
The logistic regression model has become a widely used and
accepted method of analysis of binary outcome variables
(D.Hosmer, et al., 1997). Logistic regression is useful to
predict the presence or absence of a characteristic or
outcome based on values of a set of predictor variables.
Hence, Logistic regression predicts the probability that the
dependent variable event will occur (Y=1), given a values on
the independent variables.
3.2.1

Determinates of Bank Deposit Status using Logit
Model
Descriptive method of data analysis presents univariate
distribution of the variable across the dataset. Hence, in this
study, to present the impact of various predictor variables on
dependent variable (bank deposit status), it goes beyond
descriptive method of data analysis and requires employing
econometric analysis. Thus, multivariate econometric
analysis helps us to identify the determinants of bank deposit
status. Therefore, using the deposit status of the bank as a
dependent variable where value of 1 assigned if the bank
deposit is increased over the last one year and 0, otherwise.

Table 4: Name, Types, description and code of variables in the model
Name
WrExp
ICT
ATM
BankLoc
DepoStatu

Description
Work experience of the respondents in bank
in year
Whether the bank introduces ICT or not
Whether the bank introduces
ATM(Automatic teller machine) or not
Whether the bank is located in main
commercial centre or not
Whether the bank deposit status increase
over the last one year or not

Table 5: SPSS out for the variables in the equations
WrExp
ICT
ATM
EBL

B
-0.78***
0.663***
-0.563
0.108

S.E
0.43
0.420
0.455
0.448

Wald
3.28
2.49
1.53
0.058

Sig
0.070
0.10
0.216
0.810

Exp(B)
0.458
1.94
0.569
1.114

Source: spss output survey data
Note: *, ** and *** indicate coefficient are statistically
significant at 1%, 5% and 10% level of significance
Table 5 above indicates regresses the binary response
variable, the probability that bank deposit status of being
increase (Y=1). It is also evident that one variable are
statistically significant at 10% or lower level. From the out
model generated using SPSS, one predictor variables such as
work experience of the employees is are significant at
determining the likelihood or the probability of bank deposit
increase.
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Type
Dummy
Dummy
Dummy
Dummy
Dummy

Code
1 if the respondents has > six years of experience in
the bank,0 otherwise
1 if the bank introduces ICT service,0 otherwise
1 if the bank introduces ATM service,0 otherwise
1 if the respondents responded the bank is located
main commercial centre,0 otherwise
1 if the bank despite status increases over the last
one year ,0 otherwise

3.3 Interpretation of Variables from the Model Output
(Binary Logistic-Regression)
Work Experience: The work experience and its effect on
bank deposited status (increase in bank deposit) is generated
using SPSS .Contrary with existing literature, coefficient of
experience in this study found to be negative with dependent
variable .Hence, experience of the banks employees is
negatively related with the dependent variable (probability
of increase in bank deposit) and is statistically significant at
less than 10% level of significance. Similarly, it can be
interpreted as; years of workers experience has less likely
affects the increase in bank deposit status. The marginal
effect shows, other things remaining constant, probability of
bank deposit increase by 46 % as decrease in one more unite
of year’s experience of the workers.
Information Communication Technology (ICT): The
estimated coefficient of ICT was positive and significant at
the 5 percent level of significance, implying that the
probability of using information communication with
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increase in deposit status of the bank. The marginal effect
result shows that, holding the other factors constant, the
probability of adopting ICT increases by 1.94 percent of the
deposit status the bank
ATM: The above Table shows that the estimated coefficient
of ATM variable was negative and not statistically
significance, implying that the introduction of ATM as
Banking service have no strong predictive power on
probability of increase in deposit of the bank.
Location banks: The estimated coefficient of location
banks was positive and not statistically significance, this
implied that the probability of growth in bank deposit is less
likely determined by the bank position. The marginal effect
result shows that, holding the other factors constant, the
probability of adopting deposit growth increases by 1.1
percent when the bank branches are located at main
commercial areas.

4. Conclusion and Recommendations
4.1 Conclusion
This study was intended to examine whether work
experience of bank employees, introduction of ICT services
,ATM (Automatic Tailor machine ) and location effects
banks deposit mobilization status ( increase in bank deposit)
in private commercial banks case of Ethiopia .
To achieve the research objectives, descriptive and
econometrics (binary logit model) were employed.
To this end, the result of binary logit model revealed that an
employee work experience is negatively affects the
likelihood of increase in bank deposit status. While the
introduction of ICT service positively affects the likelihood
of increase in banks deposit status particularly private
commercial banks in Ethiopia.
4.2 Recommendations
Based on the finding of this study the following
recommendations and suggestion has been extended for
private commercial banks and other stakeholders which
were possibly enhance their deposit status.
 It is observed that work experience of employees is
negatively correlated with banks deposit status. This
implied that as the workers get older, they may
unproductive and unenergetic. Consequently, it is advised
that banks employees must young and energy so that
banks deposit status will be improved.
 Introduction of ICT and location were enhances deposit
status of bank. The bank and concerned government office
must improve the supply of these as they have
significantly improves the deposit status of the bank
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