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ABSTRACT 
Tampereen ammattikorkeakoulu Tampere University of Applied Sciences International business Accounting and Finance  DEFFERSHA ABERHAM:  Analyzing Determinant of deposit mobilization in Ethiopia Bachelor's thesis 71 pages, appendices 11 pages November 2023 
The oversight of this project falls under Tsehay Bank SC, established on July 23, 2022. Given the novelty of the bank in the industry, the primary goal of this study was to examine the factors impacting deposit mobilization in Ethiopia and their ramifications for banks aspiring to establish a competitive position in the financial sector. The outcomes of this research would guide the overseeing commissioner company in formulating an efficient deposit mobilization strategy.  In this thesis, quantitative research methodologies were applied to analyze both primary and secondary data sources. Descriptive analysis, specifically employing a frequency measure, was utilized to draw conclusions about data distribution. Additionally, the thesis employed ordinary least square regression analysis to ex-plore the relationship between dependent and independent variables, providing insights into the extent of this relationship.   The study identified nine explanatory variables influencing the mobilization of de-posits by banks. Secondary data for these variables were collected from financial statements of private commercial banks, the National Bank of Ethiopia, the Cen-tral Statistical Authority, and other pertinent sources. Additionally, primary data were gathered through questionnaires as part of a survey conducted in a specific geographic area and banks, covering the period from 2015/16 to 2021/22.  Regression analysis revealed that banks' return on assets (profitability) has a positive and significant effect on deposit mobilization in Ethiopia. Deposit interest rate, branch expansion, customer relationship management, GDP growth rate, and population growth rate all have a positive and insignificant effect on bank deposit mobilization in Ethiopia.  Loan to deposit ratio, inflation rate, and conflict and political instability have a negative and significant impact on deposit mobili-zation of banks in Ethiopia. In general, four of the nine findings from microeco-nomic variables and macroeconomic variables have a significant impact on the deposit mobilization of banks in Ethiopia.  
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1 INTRODUCTION 
 
The entity responsible for overseeing this project is Tsehay Bank SC, founded 
on July 23, 2022. Tsehay Bank is a privately held financial establishment that 
possesses the authorization to receive both checking and savings deposits, 
as well as extend loans. Furthermore, the bank offers associated services, 
encompassing offerings like individual retirement accounts (IRAs), certificates 
of deposit (CDs), currency exchange, and secure deposit boxes, among oth-
ers. 
 
Long-term economic growth and the cultivation of a dynamic economy depend 
significantly on the presence of an effective financial system. Countries en-
dowed with well-established financial institutions generally experience accel-
erated growth. In emerging nations like Ethiopia, where the banking industry 
holds sway over the financial sector, commercial banks emerge as the primary 
orchestrators of the financial system. The proficient and effective functioning 
of these banks plays a pivotal role in expediting economic growth. Conse-
quently, the banking system serves as the backbone of financial intermedia-
tion by mobilizing and allocating financial resources to the economy. (Banke 
& Yitayaw, 2022.) 
 
The banking sector serves as the foundation of Ethiopia's economy, repre-
senting a vital financial pillar within the broader financial institution. It provides 
essential financial inputs necessary to produce goods and services, thereby 
contributing to the well-being and standard of living for the people. The sector 
plays a pivotal role in fostering economic development and advancement, fa-
cilitating the transfer of resources from savers to investors. 
 
According to Banson et al, (2012), "deposit mobilization for a bank is as nec-
essary as air for a human being." Deposit mobilization is one of the key activ-
ities of the banking industry and hence an essential source of working capital 
for the bank. Deposit mobilization is the gathering of cash or funds from the 
public by a financial institution through its current, savings, fixed, recurring 
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accounts, and other bank specialty programs. The government has also urged 
banks to make every effort to mobilize new deposits, which can only acceler-
ate banks' lending activities from surplus to deficit units for the economy's de-
velopment. Because a deposit is a low-cost source of operating capital, the 
bank's capacity to lend more and its success are heavily dependent on deposit 
mobilization. 
 
Although deposits are the most important source of operating capital for 
banks, it is impossible to mobilize appropriate deposits without first knowing 
and regulating the factors that influence them. As a result, the topic of bank 
deposit growth and the factors influencing it is essential to the financial sector 
of developing countries like Ethiopia. 
 
There are two types of factors that impact deposit mobilization: bank-specific 
(internal) and macroeconomic (external) variables. Bank-specific variables in-
clude the number of branches, customer relationship management, deposit 
interest rate, return on assets, and loan-to-deposit ratio. These internal factors 
are unique to banks and can be effectively managed to achieve the goal of 
increased deposit mobilization. On the other hand, macroeconomic variables 
such as inflation, GDP, population growth, political stability, and war are ex-
ternal factors that are beyond the control of the bank and can only be managed 
by the government and regulatory agencies. 
 
One challenge in deposit mobilization is that banking activities in developing 
nations are restricted to legally sanctioned marketing initiatives. People in 
these countries are not well-acquainted with all banking services, especially 
when it comes to savings. They lack sufficient understanding or knowledge 
about the financial system. 
 
The functions of Ethiopian commercial banks are clearly outlined in Art 2 sub-
Art 2 of the Banking Business Proclamation No 592/2000. Accepting deposits 
is one of the key duties of Ethiopian commercial banks. Customers' deposits 
are accepted by commercial banks. Customers deposit money at commercial 
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banks to keep it safe and secure against theft and robbery. (Karuhanga & 
Patric, 2021.).  
 
Scholars have made research on determinant of deposit mobilization and 
showed that the main determinant of deposit mobilizations are CRM, loan to 
deposit ratio, deposit interest rate, economic growth, inflation, population 
growth, and political stability Zwede et al. (2018), and Banke & Yitayaw (2022 
) but those studies do not consider the recent incidence of war(conflict) in 
Ethiopia, such incident may affect the determinant of deposit mobilization it-
self. The current study considers the impact of war on deposit mobilization 
and determinant of deposit mobilization.  
 
 The overall objective of this study is to identify the factors that determine de-
posit mobilization in Ethiopia. The data will cover the period from 2016-2022 
for the sample of one public commercial bank and seven private banks in Ethi-
opia.  
 
Since Tsehay bank SC is new to the financial industry, this study will help to 
see the strength and weaknesses of the evaluated banks' practices, and to 
design and implement effective deposit mobilization strategies. The findings 
of this study can provide a clear understanding and awareness of deposit mo-
bilization practices and activities for bank managers. Besides, the study will 
also be helpful to researchers since it may serve as a stepping-stone for them 
when they want to address issues related to deposit mobilization. 
 
1.2   Background of commercial bank in Ethiopia 
 
In the Ethiopian context, the financial institution system began with traditional 
and informal financial institutions known as Equip and Iddir, which were struc-
tured with a feeling of collaboration and risk sharing, allowing Ethiopians to 
practice saving and financial management (Ayele, 2015). These two tradi-
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tional financial institution systems prepared the foundation for the establish-
ment of a modern banking system in Ethiopia named Abyssinia Bank in 1906, 
which was later officially superseded by the Bank of Ethiopia by Emperor Haile 
Selassie in 1931 (Ayele, 2015).  
 
Private commercial banks were operational in the economy before the Dergue 
era, during the imperial period. However, when the Dergue took overpower, 
private commercial banks were nationalized and amalgamated with state-
owned banks, resulting in the dominance of state-owned banks in the Ethio-
pian economy. During the Dergue regime, not only were banks prohibited, but 
the existence of any other private sector was also prohibited. The regime 
strictly adhered to a command economy. These private commercial banks 
came into existence almost three decades ago, following the downfall of the 
Dergue regime. 
 
According to Ferezer (2022), the number of banks has increased from 18 to 
30, with 8,944 branches as of June 30, 2022, up from 3,187 in June 2016. 
With the expansion of bank branches, the branch-to-population ratio reached 
1: 11, 516. (One bank branch serves 11, 516 people). Furthermore, total de-
posits have increased over the last seven years, rising from 438 billion Birr in 
2019 to 1.7 trillion Birr in 2022.The following table indicates the growth rate of 
number of branches and deposit growth from 2016 – 2022. 
TABLE 1. Growth rate of number of branches and deposit growth. 

Year Number 

of 

branches 

Number of 

branches 

growth rate 

Total de-

posit 

In Trillion 

Total deposit 

growth rate 

2015/16 3,187 - 0.44  

2016/17 4,257 33.6 0.57 29.8 

2017/18 4,757 11.7 0.73 28.2 
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2018/19 5,564 17 0.9 23.2 

2019/20 6,511 17 1  11.2 

2020/21 7,096 9 1.3 30 

2021/22 8,944 26 1.7 30.7 

 
From the above table we can easily understand that the average number of 
branch growth rate of commercial bank of Ethiopia in the last subsequent 
seven years was growing by 19 percent with the maximum value of 33.6 in 
2015/16 and minimum 9 percent in 2020/21 and the average growth rate of 
total deposit was growing by 25.5 percent.  
 
1.3 Study objective and scope 
 
1.3.1 Objective and purpose 
 
The primary objective of this study is to systematically analyse the determi-
nants influencing deposit mobilization in Ethiopia. The research aims to iden-
tify and assess the key factors that impact the process of deposit mobilization 
within the Ethiopian banking sector. Through a comprehensive examination of 
economic, regulatory, and behavioural determinants, the study seeks to pro-
vide a nuanced understanding of the dynamics influencing deposit mobiliza-
tion in the Ethiopian financial landscape. 
 
The purpose of this study is to contribute valuable insights to the field of bank-
ing and finance in Ethiopia by shedding light on the determinants of deposit 
mobilization. By identifying the factors that influence individuals and entities in 
depositing funds, the research aims to inform policymakers, financial institu-
tions, and stakeholders about the critical drivers shaping deposit mobilization 
trends. Ultimately, the purpose of this study is to facilitate informed decision-
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making, improve strategic planning for financial institutions, and contribute to 
the overall development and stability of the Ethiopian banking sector. 
 
1.3.2 Research questions 
 
The research question in this thesis will help to attain the objective and pur-
pose in a simplified way. This paper will focus on the following questions.  
 
1. How can banks generate and increase their deposit resources? 
2. what are the impact of the factors on deposit mobilization? 
3.What are the factors that affect resource(deposit)mobilization? 
 
The primary research question of this thesis is " How can banks generate and 
increase their deposit resources?" and the other sub questions are used to 
answer the first question. For instance, responding to the second question 
aims to identify the factors influencing deposits, while addressing the third 
question provides insights that enable banks to undertake appropriate actions 
in response to the observed impact. 
 
1.3.3   Scope of the study. 
 
The effectiveness of resource mobilization in the banking sector is closely tied 
to the quality of customer relationship management (CRM) within banks. It's 
important to note that this study had specific limitations. Specifically, the re-
search was restricted to the branches and various departments of selected 
banks, despite the presence of over thirty private banks in Ethiopia. Addition-
ally, it's essential to acknowledge that this research exclusively focused on 
deposit mobilization. These identified limitations should be taken into consid-
eration when interpreting the research findings. 
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1. Budget constraints are a significant consideration, as research inherently 
requires financial resources to cover various expenses associated with re-
search activities. 
2. Time is another critical factor to consider, as the breadth of the topic neces-
sitates an extended duration to conduct the research comprehensively and in-
depth. 
3. Despite the ceasefire agreement signed in November 2022 between the 
federal government and the Tigray People's Liberation Front (TPLF), there is 
no transportation access to the Tigray region for data collection.  
 

 
1.4   Significant of the study 
 
A number of studies had been conducted on the factors influencing deposit 
mobilization in Ethiopia, such as: Andinet (2016); Ferede (2021); Hibret 
(2015); Ketema (2017), but the literature on deposit mobilization determinants 
did not identify the effect of Ethiopia's internal conflict that lasted from 3 No-
vember 2020 to 3 November 2022 on deposit mobilization trends. This study 
attempted to fill this critical information gap and all literatures attempted to 
identify only five to six independent variables that influence deposit mobiliza-
tion. The study will attempt to examine the impact of the internal conflict on 
deposit mobilization in Ethiopia in depth, as well as the impact of nine inde-
pendent factors on deposit mobilization in Ethiopia at the same time. 
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2 LITERATURE 
 
 
2.1 Conceptual Review  
 
Deposit mobilization is defined as the process by which financial institutions 
transfer funds from surplus to deficit units to create more opportunities for 
productive investment. (Banke &Yitayaw, 2022.) 
 
 Attracting financial resources is critical in a bank's operations since success 
in this area can be a determinant of success in other areas. According to 
Habibi-pour (2008), "Factors Affecting Banking Resource Mobilization," in-
ternal factors have a greater influence on resource mobilization than the typ-
ical bank. He conducted research to uncover elements that influence banking 
resource mobilization. 
 
In company, detailed consumer information is essential. Customers can be 
holders of current and savings accounts, debtors, guarantors, and so on. 
Mobilization of resources from customers is critical to the development of a 
com-any, and various elements influence mobilization of resources from cli-
ent de-posits. According to Khezra (2006), "Factors Affecting Financial Re-
source Mobilization,"   information technology and communications skills of 
bank employees, as well as diversification of bank service quality, customer 
satisfaction, acceptance of indoor environment, and branch locations in mod-
ern banking, are important tools that are used efficiently to absorb funds. 
 
Deposits in commercial banks are significant liabilities for commercial banks. 
According to Kelvin (2001), commercial bank deposits account for approxi-
mately 75% of commercial bank liabilities. Because commercial banks use 
this obligation to lend and earn a return on their deposits, they use them to 
do business. Commercial banks collect deposits from customers and make 
loans to them; in this way, commercial banks mobilize resources. As a result, 
banks will do better if they mobilize more consumer deposits of various types. 
Customers' income in the bank should be appealing enough for banks to de-
ploy resources. As a result, savers are more likely to preserve a portion of 
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their savings in the form of deposits (V. V. Bhatt, 1970.). Individual investors 
and governments rely heavily on bank deposits to fund their investments 
and/or development projects. In general, the banking system can only be vi-
able if de-posits can be mobilized at the appropriate rate. This can only be 
accomplished by making a bank deposit more appealing. The capacity of a 
bank's management and staff to attract checking and savings accounts from 
businesses and people is an important indicator of client acceptance. 
 
Habibipour (2008), Khezra (2006), Kelvin (2001), and V. V. Bhatt (1970) all 
of those scholars give similar explanations and attention for how much de-
posit mobilization is important for the existence of the bank and its factors 
that affect efficient generation of deposit. 

 
2.2 Internal factors 

Internal factors are those that are related to a bank's internal efficiencies and 
managerial decisions. 
 
2.2.1 Number of branch expansion 
 
Branch expansion involves the creation of new branches or service outlets, 
both domestically and internationally. As noted by Carlson and Mitchener 
(2005), Ethiopian commercial banks allocate a substantial budget annually 
for expanding branches, both within and outside Addis Ababa. This emphasis 
on branch expansion is driven by its significance in mobilizing resources and 
attracting customers (Terefe, 2021). 
 
A correlation exists between the deposits held by commercial banks and the 
expansion of their branches. The act of increasing the number of branches 
and extending services to previously unbanked yet financially viable areas 
directly influence the bank's ability to mobilize deposits. The location of a 
bank's branch is critical for increasing deposit mobilization (Eyob, 2019). 
Branch expansion dimensions (government policy, population growth, 
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branch location, and branch office rent) are important for the bank's growth 
because they influence deposit mobilization. In addition, there was a signifi-
cant increase in bank branch expansion and deposit growth. There was a 
significant relationship between these financial performance indicators and 
branch expansion dimensions. This means that bank deposit growth is 
strongly related to branch expansion dimensions (Kumar et.al, 2022). As 
Yoseph sighted Andinet (2016) investigated the factors influencing deposit 
mobilization in Ethiopian private commercial banks by explaining variables 
such as the number of bank branches, deposit interest rate, liquid asset to 
deposit ratio, lagged value of bank deposits, net interest margin, inflation 
rate, and economic growth (GDP). He demonstrated that the number of bank 
branches was significantly and positively related to total deposit (Yoseph, 
2019). 
 
2.2.2 Customer Relationship Management (CRM) 
 
The goal of customer relationship management is to achieve not only cus-
tomer happiness but also customer delight. When you lose a customer, you 
lose more than simply a single sale. It entails losing the full stream of pur-
chases that the customer would make throughout a lifetime of patronage, as 
well as the image losses that customers may express if the company fails to 
meet expectations. Unhappy customers are likely to influence others not to 
buy from the under-delivering company. (Kotler & Armstrong 2008.)    
 
In recent years, scholars and practitioners have paid close attention to effec-
tive and well-implemented customer relationship management practices. De-
spite the extensive literature on CRM, studies on how CRM practices influ-
ence customer deposit culture in the banking industry are very limited. 
 

CRM practices help banks to increase their deposit mobilization. CRM prac-
tices that significantly improve bank deposit levels include effective employee-
customer communication and proper complaint handling (Evelyn, 2018). Cus-
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tomer relationship management has a significant positive impact on the or-
ganizational resilience of Nigerian deposit money banks. This is consistent 
with the findings of Peyman et al. (2011), who discovered that information 
sharing, customer involvement, long-term partnership, joint problem solving, 
and technology-based have a significant relationship with Melli bank of Iran's 
innovation capabilities (Edeh et al., 2019). Customer relationship manage-
ment is statistically significant in deposit money bank performance (DMBs). 
This implies that customer relationship management proxies such as cus-
tomer attraction, satisfaction, retention, and relationship management have a 
significant and positive impact on the performance of Deposit Money Banks 
(DMBs). The study supports the findings of Tolulope (2013), Adiele and Justin 
(2013), Robson (2013), and Okeji (2015), who discovered a significant rela-
tionship between customer relationship management and organizational per-
formance. (Bello, 2019) stated in his study that customer attraction has a sig-
nificant impact on deposit mobilization of banks (DMB) performance. 
 
2.2.3  Saving Interest Rate 
 
Bank deposit volumes are significantly influenced by interest rates. Accord-
ing to theoretical perspectives, the interest rate and deposit amount have a 
positive relationship. That is, as the interest rate on deposits rises, so will the 
number of deposits held by banks, and vice versa (Panthee, 2010). Deposit 
Interest rate has directly relationship with deposit growth (Terefe, 2021). The 
deposit rate is the interest rate that a bank pays a depositor for the use of 
their money while it is on deposit. People may be encouraged to put their 
money in the bank as deposit interest rates rise. As a result, deposit interest 
had a positive impact on deposit mobilization (Hibret, 2015). 
 
Interest rates that are prohibited in Islam have a significant positive impact 
on bank deposits in non-Muslim countries in both the long and short run; 
however, in Muslim countries, people do not care about interest rate in-
creases or decreases when depositing in banks because of religious re-
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strictions on interest rates in both the long and short run. This finding is sim-
ilar to that of Hassan et al. (2016), who concluded that interest rates have no 
effect on commercial bank deposits, and Mushtaq and Siddiqui (2016), who 
concluded that interest rates have no effect on saving in Islamic countries but 
have a significant positive impact on saving in non-Islamic countries (Future 
Business Journal, v3) but In Ethiopian context the maximum and minimum  
deposit interest rate is seated by the national bank of Ethiopia so the current 
study does not expect to find out significant effect of interest rate on deposit 
mobilization.  
Mustafa and Sayera (2009) said that low deposit rates are discouraging sav-
ing mobilization, while (Getachew 2017) states that deposit interest rate is 
not a major factor in explaining the commercial banks deposit growth in Ethi-
opia.  
 
2.2.4 Return on Asset (Profitability) 
Profitability is the ability of any business to earn profit for its owners (Singh, 
2015). Profitability is the bottom line of efficiency of banks (Worede, 2016). 
Over time, the known measures of bank deposit performance have been 
based on either return on assets or return on equity However, when it comes 
to measuring, many researchers have argued for the return on assets (ROA) 
as a measure of performance in comparison to return on equity (ROE) (Osei, 
2015). ROA demonstrates the profit earned per dollar of assets and, more 
importantly, it reflects management's ability to profitably utilize the bank's fi-
nancial and real investment resources (Hassan & Bashir,2003). 
 
Higher profit is regarded as a positive signal of the bank's soundness, making 
it easier for such banks to attract new deposits (Banke & Yitayaw, 2022). The 
proxy of profitability which is return on asset (ROA) statistically and positively 
related with deposit mobilization (Alemu, 2021). (Bhalla 2006) defines ROA 
as a ratio used to measure a company's efficiency in the use of its assets to 
generate profit. That is, a more efficient company will generate more profit 
from a given level of total asset than a less efficient competitor. Thus, Return 
on Asset profitability has a significant positive impact on commercial bank 
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deposit growth. Higher bank profits would tend to signal improved bank 
soundness, making it easier for these institutions to attract deposits. If the 
bank is profitable and has an adequate asset return, depositor confidence 
will rise (Getachew, 2017). 
 
2.2.5      Loan to deposit ratio (Bank’s liquidity) 
 
The loan to deposit ratio (LTDR) evaluates a bank's liquidity by comparing 
total loans to total deposits within a specific period, expressed as a percent-
age. An excessively high ratio may indicate inadequate liquidity to fulfil cus-
tomer withdrawals, potentially discouraging future deposits. Conversely, a 
too low ratio may imply the bank is not maximizing its earnings. Thus, for the 
sake of maintaining public trust and ensuring regular customer deposits, it is 
imperative for a bank to strike a balance between liquidity and profitability 
(Azolibe, 2019). 
 
The LTDR, signifying the proportion of customer deposits disbursed as loans, 
influences bank liquidity. A higher LTDR reflects lower liquidity, potentially 
resulting in reduced client deposits due to the bank's limited ability to repay 
depositors, thereby negatively affecting deposit mobilization (Banke & 
Yitayaw, 2022). However, Gebre (2019) contends that the loan-to-deposit 
ratio may not be a decisive factor in determining the growth of private com-
mercial bank deposits in Ethiopia. This perspective stems from the inverse 
relationship between the loans-to-deposit ratio and liquidity—higher ratios 
correlate with lower liquidity, and vice versa (Devinga, 2010). Alemu (2021) 
adds that, at a significant level, the loan-to-deposit ratio exhibits a negative 
and statistically significant impact on bank deposits. This is because an in-
crease in banks' lending relative to deposits leads to a decline in deposit 
levels. 
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2.3 Macroeconomic (external) variables 

 
External factors are variables that are outside of the control of bank manage-
ment but reflect the economic and legal environment that affects bank operations 
and deposit positions. 
 
2.3.1 Inflation  
 
Inflation is characterized as a sustained and widespread increase in the prices of 
goods and services over the long term (European Parliament, 2022). Its impact 
on bank deposits is twofold, as outlined by Banke and Yitayaw (2022). Firstly, it 
diminishes the purchasing power of money, prompting households to expend 
most or all of their income on goods and services, leaving little room for saving in 
banks. Secondly, in cases of hyperinflation, characterized by rapid, excessive, 
and uncontrolled price increases in an economy, the value of savings in banks 
becomes negligible, especially when the inflation rate surpasses the deposit in-
terest rate. Consequently, individuals may opt to convert their deposits and cash 
into commodities with a stable value, anticipating future price hikes and the un-
certainty of being able to deposit money in banks (Banke & Yitayaw, 2022). 
 
Inflation exerts a negative impact on the deposit mobilization of Nigerian banks, 
and reducing the country's inflation rate is anticipated to lead to an upswing in 
deposit mobilization. Finally, interest rates, as indicated by Oroko (2018), emerge 
as a valuable monetary policy tool with a positive influence on the growth of de-
posit mobilization in the Nigerian banking sector. The statistical analysis by Alemu 
(2021) affirms the significance of the inflation rate in this context, establishing a 
statistically significant but negative association with deposit mobilization. 
 
2.3.2 Growth Domestic Product (GDP)  
 
Gross Domestic Product (GDP) is the total market value of all goods and services 
produced within a country over a one-year period, serving as a key indicator to 
evaluate a nation's economic performance. There exists a positive correlation 
between the GDP growth rate and deposit mobilization. During periods of robust 
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economic growth, there is an uptick in the demand for goods and services, lead-
ing producers to deposit a greater portion of their surplus earnings in banks, con-
sequently driving an increase in deposits. Conversely, in times of economic 
downturn, reduced earnings on investments are likely to diminish bank deposits 
(Azolibe, 2019). 
 
The positive relationship between income and deposits is affirmed, indicating that 
as the overall income of society rises, so do the deposits in commercial banks 
(Banke & Yitayaw, 2022). However, Bikker & Gerritson (2017), as well as Yakubu 
& Abokor (2020), argue that GDP has a negative impact on bank deposit mobili-
zation. Terefe (2021) further contends that the growth rate of Gross Domestic 
Product exerts a negative and statistically insignificant influence on the mobiliza-
tion of deposits by banks. 
 
2.3.3 Population growth  
 
Population growth would result in an increase in the functional labour force, which 
would attract investment, create wealth, and positively affect overall economic 
growth. As a result, the deposit would grow because larger populations tend to 
have more income generators and savers. Thus, population growth had a positive 
and significant impact on deposits (Hibert 2015). Teshome (2017) also found that 
a positive relationship between population growth and deposit mobilization; 
Whereas Legass et al (2021), stated that the country's population growth has a 
negative and significant impact on the deposit growth of Ethiopian commercial 
banks. This result shows that as the population grows rapidly, so does consump-
tion, and deposits in banks may decline. 
 
 
2.3.4 Conflict and political instability  
 
Conflict often results in runs on deposits, crashes in asset markets, and capital 
flight. Additionally, worsening financial conditions, declining economic activity, 
plummeting collateral values, and compromised security pose threats to banks' 
capacity to maintain financial intermediation and payment systems. In the case 
of Syria, the onset of conflict led to a sharp and rapid contraction of bank assets, 
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with the proportion of nonperforming loans surging to an estimated 35% by the 
end of 2013, up from less than 5% in 2010 (Sab and Hegazy, 2014). Conse-
quently, conflict has a detrimental impact on deposit mobilization. 
 
Political stability, on the other hand, cultivates an environment conducive to in-
vestment and growth. Economic growth enhances the sustainability of busi-
nesses (Shabbir et al., 2016). In democratic regimes, political stability is crucial 
as indicators of economic freedom are positively linked to greater investment and 
economic growth (Georgiou et al., 2015). Political stability positively influences 
deposit mobilization. However, conflicts and political instability heighten the risk 
of systemic banking crises and diminish bank deposits. (Banke & Yitayaw, 2022.) 
 
Political unrest disrupts economic activities and generates uncertainty, potentially 
prompting depositors to withdraw funds in anticipation of the actions of others. 
(Attila, 2022.) 
 

2.4 Conceptual framework 
 
There is a clear consensus from the above theoretical reviews that there are a 
number of factors that can affect commercial banks' deposits positively or nega-
tively. The independent factors are classified as internal or external. This concep-
tual framework describes the relationship among the dependent variable with the 
independent variables involved in by using the following (FIGURE 1). 
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FIGURE1. Conceptual framework of the study. 
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3 RESEARCH METHODOLOGY 
 
3.1 Introduction 
 
The research methodology describes the method and process used in all aspects 
of the study. It is the process of arriving at a solution to a problem through the 
systematic collection, analysis, and interpretation of facts and figures. So, this 
chapter summarizes the research methodology used in this study. The chapter's 
sections describe the research approach and design, sampling methods, and 
data collection tools. It also describes the variables used in the research. 
 
3.2 Research Design 
 
Even though the subject of the study is multidimensional responses, a quantita-
tive approach is regarded as an appropriate methodology which focuses on the 
critical interpretation of quantifiable empirical data. 
 
The researcher has chosen a quantitative research design for several reasons: 
 

1. Focus on Quantifiable Empirical Data: The study deals with multidimen-
sional responses, but the researcher chooses a quantitative approach be-
cause it allows for the critical interpretation of quantifiable empirical data. 
This means that the researcher aims to use numerical data to draw con-
clusions and make interpretations. 
 

2. Efficiency and Generalization: Quantitative methods often allow for more 
efficient data collection, analysis, and interpretation. The use of statistical 
tools like regression analysis enables the researcher to generalize findings 
to a larger population, providing broader insights beyond the sampled 
data. 
 

3. Objective Measurement: Quantitative research aims for objectivity in 
measurement. By using numerical data and statistical analysis, the re-
searcher aims to minimize bias and subjectivity, providing a more objective 
understanding of the relationships between variables. 
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4. Comparison and Trends: The researcher collects data from both primary 
and secondary sources over a six-year period. This longitudinal approach 
enables the examination of trends over time and facilitates comparisons 
between different variables and their impact on deposit mobilization. 
 

This research employed descriptive analysis, specifically utilizing a measure of 
frequency. This approach facilitated the researcher in drawing conclusions re-
garding the distribution of the data. Additionally, the thesis utilized ordinary least 
square regression analysis to examine the relationship between the dependent 
and independent variables. Furthermore, this analysis provided insights into the 
extent of the relationship. 
 
 
3.3 Data collection methods 
 
Data collection is the process of gathering and measuring reliability of source of 
data that fits the purpose of the study. So, data collection methods used by the 
researcher was considered as vital component of the research which could ena-
ble to answer relevant questions and evaluate outcomes. 
 
 The information for this study was gathered from both primary and secondary 
sources. Information was gathered from seven Ethiopian private and one public 
commercial bank in the capital city of Ethiopia (Addis Ababa) and in Amhara re-
gion (Gonder, Bahir Dar, and Debre Brehan) in order to obtain new and first-hand 
data sources. The primary data was collected using a questionnaire in this case. 
Secondary data sources included annual reports from selected Ethiopian com-
mercial banks, data from the National Bank of Ethiopia (NBE), data from the Cen-
tral Statistical Authority (CSA) and other concerned parties. Data from six years, 
ranging from 2015/16 to 2021/22, were collected and used in the study. 
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3.4 Sampling Techniques 
 
Sampling is the process of selecting a small number of elements from a larger 
target group of population. The information gathered from the small group allows 
judgments to the larger groups. While making sampling analysis, the researcher 
had taken maximum care to save time, to avoid high cost of collecting the data, 
and the cost of an incorrect inference or conclusion resulting from the data. How-
ever, the researcher used optimum number of samplings to make representative 
sample size, and which minimizes the sampling error. 
 
The target population of this research is the selected seven private and one public 
Ethiopian commercial bank. Based on this fact, the selected Ethiopian commer-
cial Banks were included in this research. The questionnaires were distributed to 
the managers or Marketing officers of the selected city branches based on judg-
mental (purposive) nonprobability sampling. The cities have selected because 
those are the area exposed to the recent conflict in Ethiopia and branches from 
the selected cities are selected by using random sampling techniques. The ra-
tionale for this selection was the larger proportion of bank deposits and the num-
ber of city branches. The numbers of questionnaires distributed were 95 filled and 
returned 80. 
 

3.5 Data analysis 
 
This part is the very difficult for the researcher while conducting the research, was 
not much significant but some time constraint, cost, lack of quick accessibility of 
some information sources, and delay in collection of distributed questionnaires 
were observed. 
 
Descriptive analysis is used prior to multiple liner regression to describe the be-
haviour of the individual variables over the time under consideration. A brief situ-
ation of the Internal and external variables was also included in the descriptive 
analysis. The collected data was compiled and edited and coded to eliminate all 
errors. It was then synthesized and analysed using STATA to draw valid conclu-
sions and inferences using quantitative analytical techniques. To highlight all 



27 

 

interrelated inferences, cross tabulations were used. In the case of the quantita-
tive technique, tables and figures were used. 
 
 
 
3.6 Justification of variables and Model specification 
 
3.6.1Justification of variables 
 
Various articles and master's theses were also reviewed for assessment, valida-
tion, and useful conclusions. Deposit, branch expansion, saving interest rate, re-
turn on asset, customer relationship management, loan to deposit ratio, inflation, 
GDP growth, population growth, and conflict and political instability were the var-
iables studied. Table 2. shows the variables, their units of measurement, and their 
representation. 
 
TABLE 2. Variable definitions and Measurement 
Variables 

 

 

Definition 

 

units 

DM Deposit Mobilization In millions of birr 

NOBE 

 

Number of Branch Expan-

sion 

In number 

SIR Saving Interest Rate percentage 

CRM Customer Relationship man-

agement 

Number of customers  

ROA 

 

Return on Asset Percentage 

LTDR Loan to Deposit Ratio percentage 

INR Inflation rate percentage 

GDP Growth Domestic Product Percentage 

PGR Population Growth Rate Percentage 

CAPI Conflict and Political Insta-

bility 

Peace  
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3.6.1.1 Dependent variable 
 
The researcher used deposit mobilization as the dependent variable in this study. 
Deposit mobilization is a critical function of the banking industry because it is a 
critical source of working capital for the bank. The number of deposits mobilized 
from the public through current, savings, fixed, and recurring accounts, as well 
as other specialized schemes, is critical to the bank's fruitful operation. 
 
3.6.1.2 Independent Variables. 
 
Number of Branch expansion (NoBE): Branch expansion refers to the estab-
lishment of new branches or service outlets both within and outside of the country. 
Not only are deposits influenced by bank branches, but the expansion of bank 
branches is also influenced by the level of deposits in any area (Baqui et.al, 
1987). bank deposit growth is strongly related to branch expansion dimensions 
(government policy, population growth, branch location, and branch office rent) 
(Kumar et.al, 2022).  
 
H1(hypothesis). NoBE has a significant positive effect on deposit mobilization 

 
Customer relationship management (CRM): the goal of customer relationship 
management is to achieve not only customer happiness but also customer de-
light. It entails losing the full stream of purchases that the customer would make 
throughout a lifetime of patronage, as well as the image losses that customers 
may express if the company fails to meet expectations. Unhappy customers are 
likely to influence others not to buy from the under-delivering company. (Kotler & 
Armstrong 2008.). Customer relationship management has a significant positive 
impact on the organizational resilience of Nigerian deposit money banks (Evelyn, 
2018).     
 

H1(hypothesis). CRM has a significant positive effect on deposit mobilization 
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Saving Interest Rate (SIR): Bank deposit volumes are significantly influenced 
by interest rates. the interest rate on deposits rises, so will the number of deposits 
held by banks, and vice versa (Panthee, 2010). The deposit rate is the interest 
rate that a bank pays a depositor for the use of their money while it is on deposit. 
People may be encouraged to put their money in the bank as deposit interest 
rates rise. As a result, deposit interest had a positive impact on deposit mobiliza-
tion (Hibret 2015). But In Ethiopian context the maximum and minimum deposit 
interest rate is seated by the national bank of Ethiopia, so the current study does 
not expect to find out significant effect. 
 
H1(hypothesis). SIR has positive and insignificant effect on deposit mobilization. 

 
Return on asset (Profitability)(ROA): Profitability is the bottom line of efficiency 
of banks (Worede,2016). Higher bank profits would tend to signal improved bank 
soundness, making it easier for these institutions to attract deposits. If the bank 
is profitable and has an adequate asset return, depositor confidence will rise (Get-
achew, 2017). 
 
H1(hypothesis). ROA has a positive and significant effect on deposit mobilization 

 
Loan to deposit ratio (LTDR): The loan to deposit ratio (LTDR) is a measure of 
bank liquidity that reflects the proportion of customer deposits that have been 
disbursed in the form of loans. in order to maintain public trust and ensure the 
regularity of customer deposits, a bank must strike a balance between liquidity 
and profitability (Azolibe, 2019). If the ratio is too high, the bank may not have 
enough liquidity to meet customer withdrawals and may discourage people from 
depositing money in the future. In contrast, if the ratio is too low, the bank may 
be earning less than it could. Thus, in order to maintain public trust and ensure 
the regularity of customer deposits, a bank must strike a balance between liquidity 
and profitability. (Azolibe, 2019.) 
 
H1(hypothesis). LTDR has a negative and significant impact on deposit mobiliza-
tion 
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Inflation rate (INR):   Inflation is defined as a long-term general or broad-based 
increase in the price of goods and services (European parliament, 2022). As to 
Carroll (2006), inflation can influence saving through its impact on real wealth. As 
inflation accelerates, deposits become less attractive, depending on the interest 
rate. According to Oroko (2018), Inflation has a negative impact on Nigerian 
banks' deposit mobilization. As a result, lowering the country's inflation rate would 
result in increased deposit mobilization. Finally, the interest rate in this case 
demonstrates that it is a useful monetary policy measure that has a positive im-
pact on the growth of deposit mobilization in the Nigerian banking industry. 
 
H1(hypothesis). INR has a negative and significant effect on deposit mobilization 

 
Growth domestic products (GDP): GDP is the market value of all goods and 
services produced in a country over a one-year period and is one of the primary 
indicators used to assess a country's economic performance. GDP growth rate 
and deposit mobilization have a positive relationship. During a period of high eco-
nomic growth, there is an increase in demand for goods and services, which 
means that producers will deposit more of their surplus earnings in the bank, and 
deposits are bound to rise; whereas a period of depression is associated with 
lower earnings on investments, which will invariably reduce bank deposits (Az-
olibe, 2019). The relationship between income and deposits is positive, which 
means that as society's income rises, so do commercial banks' deposits. (Banke 
& Yitayaw, 2022.) 
 

H1(hypothesis). GDP has a positive and significant effect on deposit mobiliza-
tion 

 
Population growth rate (PGR): Population growth would result in an increase in 
the functional labour force, which would attract investment, create wealth, and 
positively affect overall economic growth. population growth had a positive and 
significant impact on deposits (Hibert 2015). Whereas Legass et al (2021), stated 
that the country's population growth has a negative and significant impact on the 
deposit growth of Ethiopian commercial banks. this study believes that since Ethi-
opia is developing country the growth rate of the economy may not overcome 
with the population growth rate this may lead the dependence ratio larger.  
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H1(hypothesis). PGR has a positive and insignificant effect on deposit mobi-
lization 

 
Conflict and political instability (CAPI): conflicts and political instability 
can lead to a greater risk of systemic banking crisis and low bank deposits 
(Banke & Yitayaw 2022). Political unrest disrupts economic activity and cre-
ates uncertainty, which is likely to encourage runs from depositors anticipat-
ing withdrawals from others (Attila, 2022). conflict and political instability af-
fect the overall growth rate of the country in two ways first; by decreasing the 
productivity of the nation because people will displace from their places 
where they were productive. second; In the case of conflict productive labour 
force may involve in the conflict either voluntarily or forcefully as a result 
productivity would be imped. 

 
H1(hypothesis). CAPI have a negative and significant effect on deposit mo-
bilization 

 
 
3.6.2 Model specification 
 
The previous chapter's literature review identified the various internal and 
external factors influencing deposit mobilization (DM) in various countries 
such as number of branch expansion (NOBE), customer relationship man-
agement (CRM), saving interest rate (SIR), return on asset (ROA), loan to 
deposit ratio (LTDR), inflation rate (INR), growth domestic product (GDP), 
population growth rate (PGR), and conflict and political instability (CAPI). 
This section presents an analysis framework based on these studies, and it 
includes the use of a model to demonstrate the responsiveness of certain 
key variables that influence bank deposit growth in Ethiopia. 
The study uses multivariate linear regression models with one dependent 
variable and nine independent variables comprises the model. Based on the 
above explanation, the models are formulated as follows:   
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DM= the function of the independent variable 
DM= f(NOBE, CRM,SIR,ROA,LTDR,INR,GDP,PGR,CAPI)…………eq. 4.1 
The model of multivariate linear regressions is presented below: 
 Y= α+β1X1+β2X2+β3X3+β4X4 + β5X5…. + εt…………………………eq.4.2 
Where ‘y’ is the dependent variable. 
             ‘α’ is the constant term. 
            ‘β’ is coefficient of each of the independent variables. 
            ‘X1, X2, X3, X4………Xn are the independent variables. 
            ‘εt - the error term. 
When we apply this multiple linear regression model our model for this study 
can simply put as follows: 
DM= α + β1NOBE + β2CRM + β3SIR + β4ROA + β5LTDR + β6INR + β7GDP 

+ β8PGR + β9CAPI …………………. eq. 4.3. 
Where, εt is the random error term in time t and α is the constant term, β1, 

β2, β3, β4 and βn are slope coefficients. Regression Coefficients (to be esti-

mated) measures how much units of deposit (DM) would be changed with a 
unit change in the independent variables. 

 
3.7 Diagnostic test methods 
 
The assumptions relating to the classical multivariate linear regression model 
were made (CLRM). These were required to demonstrate that the estimation 
technique, ordinary least squares (OLS), had a number of desirable properties, 
as well as that hypothesis tests on coefficient estimates could be conducted val-
idly. The researcher's method for testing these assumptions is described below: 
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3.7.1 The average value of error is Zero. 
 
 The researcher made the first assumption that the average value of the errors is 
zero. This assumption is never violated if a constant term is included in the re-
gression equation. However, if the regression did not include an intercept and the 
average value of the errors was greater than zero, several undesirable outcomes 
could occur. Brooks (2008). 
 
 
 3.7.2 Test for Heteroscedasticity 
 
 As per Brooks (2008), the assumption of homoscedasticity has been maintained 
thus far, where the variance of the errors is considered constant. Heteroscedas-
ticity occurs when the variance of the errors deviates from constancy. In the pres-
ence of heteroscedasticity, the standard errors for the intercept in ordinary least 
square (OLS) analysis become inflated. The impact on the standard errors of the 
slope is contingent on the specific form of heteroscedasticity. For example, if the 
error variance is proportionate to the square of an explanatory variable, the OLS 
standard error for the slope will be underestimated. Conversely, if the error vari-
ance is inversely related to an explanatory variable, the OLS slope standard er-
rors will be overestimated. 
 
  3.7.3 Multivariate Normality taste 
 
One of the most applied tests for normality is the Shapiro-Wilk W test for normal 
data. The Shapiro–Wilk test statistic (Calc W) is basically a measure of how well 

the ordered and standardized sample quantiles fit the standard normal quantiles. 
The Shapiro-Wilk test is only intended for relatively small samples.  Stata’s swilk 

taste is useful for 2,000 or less sample. The two versions will also return different 
but similar W statistics. Since our sample is low the researcher uses this taste. If 
the p value is less than 0.05, will reject the null hypothesis.    
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 3.7.4 multicollinearity taste 
 
The Variance Inflation Factor (VIF) is employed to identify the extent of multicol-
linearity within ordinary least square (OLS) regression analysis. Multicollinearity 
exists in ordinary least squares regression analysis when two or more independ-
ent variables have a linear relationship. Generally, a VIF above 4 or tolerance 
below 0.25 indicates that multicollinearity might exist, and further investigation is 
required. When VIF is greater than 10 or tolerance is lower than 0.1, there is 
significant multicollinearity that needs to be corrected (CFI Team, 2022). 
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4 FINDINGS AND REGRESSION ANALYSIS 
 
This segment of the research is bifurcated into two distinct components: firstly, a 
descriptive analysis of secondary data sourced from various outlets, and sec-
ondly, the employment of the multiple regression method. 
 
4.1 Taste results of the assumption of the models 
 
4.1.1 Taste for heteroscedasticity 
 
Breusch-Pagan / Cook-Weisberg test for heteroskedasticity 
      Ho: The assumption that there exists homoscedasticity (error variance are 
equal) 
  H1: There is no homoscedasticity (there is Heteroskedasticity) (error variance 
are not equal). 
 
Breusch-Pagan / Cook-Weisberg test for heteroskedasticity 
 
Table 3. Test for Heteroskedasticity 
  

 
 
In this study as shown in table 3, Prob > chi2: This is the p-value that corresponds 
to the Chi-Square test statistic. In this case, it is 0.3373. We do not reject the null 
hypothesis and conclude that heteroscedasticity does not exists in the data be-
cause this value is greater than 0.05. 
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4.1.2 Taste for multivariate Normality 
 
Ho: The residuals are normally distributed. 
H1: The residuals are not normally distributed. 
 
The Shapiro-Wilk test is one of the common normality tastes, which only in-
tended for relatively small samples.  Stata’s wilk taste is useful for 2,000 or less 
sample. Since our sample is less than 2000 the researcher used this taste.  
 
 
TABLE 4. Test for multivariate Normality 
 
    Variable |        Obs       W           V         z       Prob>z 
-------------+------------------------------------------------------ 
     res_std |         80    0.90874      6.264     4.020    0.00003 

 
In this study as shown in table 4.1, as we see from the above table the W is 
0.90874 which is associated with the p value of 0.00003, since p ≤ 0.05: then the 

null hypothesis can be rejected, and it indicates that there is no evidence for the 
normality distribution of the data. The researcher will try to transform or normalize 
it to make it more normal in his future career. 
 
4.1.3 Taste multicollinearity  
 
As shown in table 5, below, the mean Variance Inflation Factor (VIF) is 1.11 im-
plying that correlation is very low and no multicollinearity. As a rule of thumb, VIF 
values less than 10 indicates no multicollinearity between the variables. Gener-
ally, a VIF above 4 or tolerance below 0.25 indicates that multicollinearity might 
exist, and further investigation is required. When VIF is greater than 10 or toler-
ance is lower than 0.1, there is significant multicollinearity that needs to be cor-
rected. Here in this case, since the VIF result is less than four (4) the null hypoth-
esis has been rejected. 
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H0: There is multicollinearity. 
H1: There is no multicollinearity. 
 
TABLE 5. Multicollinearity taste 
 

 
 
 
 
4.2 Descriptive analysis of secondary data 
 
Having employed both primary and secondary data, this study involved the anal-
ysis of quantitative data derived from the primary source, obtained through the 
survey, and secondary data collected from the annual reports of the National 
Bank of Ethiopia, selected banks, and other relevant entities for the period span-
ning from 2015/16 to 2021/22. 
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4.2.1 Deposit mobilization growth rate in Ethiopia 
 
The following figure shows deposit growth rate of banks in Ethiopia for the period 
2016/17 to 2021/22. 
 

 
FGURE 2. Deposit growth rate in the bank of Ethiopia for the period 2016/17-
2021/22. 
 
According to the above Figure 2, Ethiopia's total deposit mobilization increased 
at an increasing rate, reaching 0.57 trillion in 2016/17 from 0.44 trillion in 2015/16, 
indicating that the deposit increased at a rate of 29.8%, which continued until 
2018/2019; however, because of the covid-19 and the country's internal conflict, 
the deposit growth rate changed to increase at a decreasing rate of 11.2% in 
2019/20. This condition existed only in 2019/20 before changing dramatically and 
increasing at a rate of 30.35% on average for the next two years. 
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4.2.2 Number of branch expansion. 
 
The number of branches had been increased from 2016/2017 continuously until 
2021/2022, it described in the following figure. 
 

 
FIGURE 3. Number of branch growth rate of banks in Ethiopia for the period 
2016/17-2021/22. 
 
the above Figure 3, shows that the number of branch expansion in Ethiopia in-
creased with an increasing rate from 3,187 in 2015/16 to 4,257 in 2016/17 with 
the growth rate of 34%, and then it increased with a decreasing rate of 13.75% 
on average till 2020/21 and then it increased with an increasing rate of 26% and 
reaches 8944 in 2021/22. 
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4.2.3 Inflation growth rate 
 
The following figure shows that inflation growth rate of Ethiopia for the period 
2016 to 2022. 

 
FIGURE 4. Inflation growth rate in Ethiopia for the period 2016-2022. 
 
The above Figure 4 shows that inflation has increased year to year on average 
16%, and it increased at a decreasing rate 11.7% average from 2016 to 2019 
after this period the inflation rate increased at an increasing rate on average 27% 
from 2020 to 2022. The renewed conflict in the north, happening of covid-19, as 
well as the longest and most severe drought in recent years, are the primary 
causes of high inflation, given the negative impact on agricultural activity and 
manufacturing.  
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4.2.4 Growth domestic product growth rate (GDP) 
 
The following figure shows Growth domestic product growth rate of Ethiopia for 
the period 2016 to 2022. 
 

 
FIGURE5. GDP growth rate of Ethiopia for the period 2016-2022. 
 
As shown in Figure 5, the Ethiopian economy grew at a constant rate of 9.5% for 
the first two years, but its growth rate fell to 6.82% in 2018, then increased to 
8.36% with an annual growth change of 1.55% after 2018. Ethiopia's economic 
growth rate is steadily increasing from 2019 to 2022, averaging 5.5%. It shows 
that the country's GDP growth rate changes annually by -2.3%, -0.425%, and -
0.84 from 2019 to 2022 in comparison to previous years. 
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4.2.5 Population Growth rate of Ethiopia 
 
The following figure shows that population growth rate of Ethiopia for the period 
2016 to 2022. 
 

 
FIGURE 6. Population growth rate in Ethiopia for the period 2016-2022 
 
As shows in the above Figure 6, the population growth rate of Ethiopia has in-
creased for the past seven years on average 2.68% and the number of popula-
tions reached 123,379,924 in 2022 from 105,293,228 in 2016.  
 
 
4.3 Descriptive analysis of dependent and independent Variable 
 
Brief discussions of the statistics of each independent and dependent variable 
gathered from primary data are presented in this section of the study. The in-
dependent variables used in this study were assessed, analysed, and interpreted 
to show their effect on deposits mobilization in Ethiopia. These variables included 
the number of branches expanded (NOBE), customer relationship management 
(CRM), interest rate (IR), return on asset (ROA), loan to deposit ratio (LTDR), 
inflation rate (INR), growth domestic product (GDP), population growth rate 
(PGR), and conflict and political instability (CAPI). 
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4.3.1 Dependent variable (Deposit mobilization) 
 
In the figure below, the depvar represent the dependent variable and question8, 
question9, question13, question18, question21, question23, question26, ques-
tion28, and question31, implies the independent variables, number of branches 
expanded (NOBE), saving interest rate (SIR), return on asset (ROA), customer 
relationship management (CRM), loan to de-posit ratio (LTDR), inflation rate 
(INR), growth domestic product (GDP), population growth rate (PGR), and con-
flict and political instability (CAPI) respectively. 
 
   
TABLE 6. Mean of dependent and independent variables. 
 

 
 
 
As shown in the table 6, the average deposit growth rate of in Ethiopia is 0.9. 
Deposits will grow significantly if all explanatory variables are correctly applied, 



44 

 

as demonstrated by the test result. It is also worth noting that branch annual de-
posit growth rates remain between 0.83 and 0.97, implying that the minimum de-
posit growth rate is 0.83 and the maximum deposit growth rate is 0.97. 
 
The following table describes the frequency distribution of number of respond-
ents on the dependent variable of deposit mobilization. 
 
TABLE 7. distribution of number of respondents on the dependent variable of 
deposit mobilization. 
  Question8 |      Freq.     Percent        Cum. 
------------+----------------------------------- 
         no |            7           8.75              8.75 
        yes |           73        91.25          100.00 
------------+----------------------------------- 
      Total |         80        100.00 
 
As illustrated in Table 7, among the eighty respondents, eight individuals (10%) 
indicated that their deposit mobilization has decreased from the fiscal year 
2015/16 to 2021/22. Conversely, seventy-two respondents (90%) reported an in-
crease in their deposit mobilization during the same period. This data suggests a 
prevailing trend of heightened deposit mobilization in Ethiopia over the specified 
timeframe. 
 
 
4.3.2 Independent variables 
 
4.3.2.1 Number of branch expansion (NOBE) 
 
The following table represents the frequency distribution of respondents on num-
ber of branches expansion. 
 
TABLE 8. Frequency distribution of respondents on number of branches expan-
sion. 
  Question8 |      Freq.     Percent        Cum. 
------------+----------------------------------- 
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         no |            7        8.75          8.75 
        yes |           73       91.25      100.00 
------------+----------------------------------- 
      Total |          80      100.00 
 
According to table 8, seven (7) of the eighty (80) respondents responded that 
branch expansion has no impact on deposit mobilization from 2015/16 to 
2021/22, implying 8.75% of the respondents; seventy-three (73) respondents, or 
90%, said it has an impact on deposit mobilization.  
 
The survey results also shed light on the reasons provided by respondents re-
garding the necessity of branch expansion for banks. Among the 80 respondents, 
28 individuals (35%) highlighted the primary motive for banks expanding their 
branches as the intention to increase deposit mobilization. Additionally, 10 re-
spondents (12.5%) cited the objective of enhancing customer base services. No-
tably, a significant portion of respondents, 27 individuals (33.75%), offered multi-
ple reasons, such as aiming to increase customer base services, boost deposit 
mobilization, and augment the collection of foreign currency. For a more detailed 
breakdown, please refer to Appendix 1. 
 
 
4.3.2.2 Saving interest rate (SIR) 
 
The following table represents the frequency distribution of respondents on sav-
ing interest rate. 
 
TABLE 9. Frequency distribution of respondents on saving interest rate. 
         question9 |              Freq.     Percent        Cum. 
-------------------+----------------------------------- 
 Strongly disagree |           5         6.25            6.25 
          disagree |                51       63.75          70.00 
           neutral |                  12       15.00          85.00 
             agree |                 12       15.00          100.00 
-------------------+----------------------------------- 
             Total |                80           100.00 
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According to table 9, five 5 (6%) respondents strongly disagreed; 51 (64%) disa-
greed; while 12 (15%) were neutral, 12 (15%) agreed, and no respondents 
strongly agreed that the banks' saving interest rate influences deposit mobiliza-
tion of their branches. This means that 55 (70%) of respondents believe that the 
saving interest rate has no impact on deposit mobilization in their branches. 
 
 
4.3.2.3 Return on asset (ROA) 
 
The following table represents the frequency distribution of respondents on return 
on asset. 
 
TABLE10. Frequency distribution of respondents on return on asset. 
question14 |      Freq.     Percent        Cum. 
------------+----------------------------------- 
         no |                 5        6.25        6.25 
        yes |                75       93.75      100.00 
------------+----------------------------------- 
      Total |               80      100.00 
 
As shows in table 10, five (5) of the eighty (80) respondents responded that return 
on asset has no impact on deposit mobilization from 2015/16 to 2021/22, implying 
6.75% of the respondents; seventy-five (75) respondents, or 93.25%, said it has 
a positive impact on deposit mobilization. The figure shows that return on asset 
has an impact on deposit mobilization. 
 
According to the survey result, the respondents give their reasons why the banks 
profitable for the period 2015/16 to 2021/22, from eighty respondents 39(48.75) 
respondents the main reason(s) that their bank profitability is that customers have 
confident on the status of the bank, 15(18.75%) believes that the banking industry 
is profitable by itself regardless of the customers believe; while the rest gives 
more than one answers, for detail information refer appendix number two(2).  
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4.3.2.4 Customer relationship management (CRM) 
 
The following table represents the frequency distribution of respondents on cus-
tomer relationship management. 
 
Table 11. Frequency distribution of respondents on customer relationship man-
agement. 
                  question18 |      Freq.     Percent        Cum. 
-----------------------------+----------------------------------- 
                    disagree |        36       45.00       45.00 
                     neutral |         13       16.25       61.25 
                       agree |         31        38.75      100.00 
-----------------------------+----------------------------------- 
                       Total |         80      100.00 
 
 
As per the data presented in Table 4.4, there were no respondents who ex-
pressed strong agreement or strong disagreement. Among the participants, 36 
individuals (45%) indicated disagreement, 13 (16.25%) expressed neutrality, and 
31 (38.75%) conveyed agreement regarding the influence of Customer Relation-
ship Management (CRM) on deposit mobilization. This suggests that, based on 
various factors, Customer Relationship Management does not appear to signifi-
cantly impact deposit mobilization in Ethiopia. Possible contributing factors in-
clude the absence of alternative options for customers even in the event of subpar 
services from a particular branch, given that not all banks offer satisfactory ser-
vices. 
 
The researcher has tried to collect information from the respondents by asking 
questions that “Does your bank collect customer feedback?” from eighty respond-

ents 26(37.5%) of them answered “no” and the rest 67.5% answered “yes” for 

detail information refer appendix number three (3) and the researcher raised 
other questions for those how answered yes “does your bank update the data to 

improve its services?”  form the total fifty-four, 19(23.75) answered “No” while the 

rest thirty-five (76.25%) responded “Yes” for detail information refer appendix 

number four (4). It implies that 45 (56.25%) of the total respondents stated that 
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their banks are not using customer feedback to improve the customer relationship 
management in their branch. 
 
 
4.3.2.5 Loan to deposit ratio (LTDR) 
 
The following table represents the frequency distribution of respondents on loan 
to deposit ratio. 
 
Table 12. Frequency distribution of respondents on loan to deposit ratio. 
 
question21 |      Freq.     Percent        Cum. 
------------+----------------------------------- 
         no |         30       37.50       37.50 
        yes |         50       62.50      100.00 
------------+----------------------------------- 
      Total |         80      100.00 
 
According to table 12, thirty (30) of the eighty (80) respondents responded that 
the loan-to-deposit ratio has no impact on deposit mobilization from 2015/16 to 
2021/22, implying 37.5% of the respondents; fifty (50) respondents, or 62.5%, 
believes that it has an impact on deposit mobilization. It indicates that the loan-
to-deposit ratio has an impact on deposit mobilization. 
 
 
4.3.7 Inflation rate (INR) 
 
The following table represents the frequency distribution of respondents on infla-
tion rate. 
 
Table 13. Frequency distribution of respondents on inflation rate. 
       question23 |         Freq.     Percent        Cum. 
------------------+----------------------------------- 
Strongly disagree |          1        1.25        1.25 
         disagree |                9      11.25       12.50 
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          neutral |                 6        7.50       20.00 
            agree |                 61       76.25       96.25 
   strongly agree |            3        3.75      100.00 
------------------+----------------------------------- 
            Total |               80      100.00 
 
According to table 13, only 1 (1.25%) of respondents strongly disagreed; 9 
(11.25%) disagreed; 6 (7.5%) were neutral, 61 (76.25%) agreed, and 3 (3.75%) 
strongly agreed that inflation rate has an impact on deposit mobilization at their 
branches. This means that 64 (70%) respondents believe that inflation rate influ-
ences deposit mobilization. 
 
According to the survey, from the total 16 respondents, who responded strongly 
disagree, disagree, and neutral twelve (12) of them gave their reasons why they 
believed the inflation rate has no impact on deposit mobilization, 9(11.5%) of the 
total respondent said that ‘Customers have no choice because the maximum and 

minimum interest rate has seated by the NBE, there is no significant difference in 
interest rates among banks’; and 3 (3.75%) respondents believes that Customers 

do not know about the existing inflation, for detail information refer appendix num-
ber five(5). 
 
 
4.3.8 Growth domestic product (GDP) 
 
The following table represents the frequency distribution of respondents on 
growth domestic product. 
 
Table.14. Frequency distribution of respondents on growth domestic product. 
question26 |      Freq.     Percent        Cum. 
------------+----------------------------------- 
         no |          9         11.25       11.25 
        yes |         71         88.75      100.00 
------------+----------------------------------- 
      Total |         80      100.00  
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According to table 4.9, nine (9) of the eighty (80) respondents indicated that do-
mestic product growth rate has no effect on deposit mobilization from 2015/16 to 
2021/22, implying 11.25% of the respondents; seventy-one (71) respondents, or 
88.75%, indicated that it has an impact on deposit mobilization. According to the 
data, the growth domestic product rate has an impact on de-posit mobilization. 
 
According to the survey result from the total respondent, 71 seventy-one an-
swered 'yes' as shown in the above table, 14 (17.75%) of the total respondents 
gave their reasons that the growth of domestic product has an impact on de-posit 
mobilization by answering a business organization will be profitable when a coun-
tries GDP increases so as their deposit, 13(16.25%) When the GDP of the coun-
try increased the government can collect a large amount of tax as a result it can 
increase its saving. 20 (25%) gave more than one answer of "because customers 
would have more money than their living cost as a result they deposit more and 
a business organization will be profitable when a country's GDP increases so as 
their deposit", for detail information refer appendix number six (6). 
 
 
4.3.9 Population growth rate 
 
The following table represents the frequency distribution of respondents on pop-
ulation growth rate. 
 
 
 
Table 15. Frequency distribution of respondents on population growth rate. 
        question28 |        Freq.     Percent        Cum. 
-------------------+----------------------------------- 
 Strongly disagree |         9       11.25       11.25 
          disagree |              18       22.50       33.75 
           neutral |                5        6.25       40.00 
             agree |                35       43.75       83.75 
    strongly agree |           13       16.25      100.00 
-------------------+----------------------------------- 
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             Total |                80      100.00 
 
As shown in table 15, 9(11.25%) of respondents strongly disagreed; 18 (22.50%) 
disagreed; 5 (6.25%) were neutral, 35 (43.75%) agreed, and 13 (16.25%) strongly 
agreed that population growth rate has an impact on deposit mobilization at their 
branches. This means that 49 (60%) respondents believe that population growth 
rate has an impact on deposit mobilization. 
 
According to the survey results from, 32 respondents who answered “ strongly 

disagree and disagree” gave their reasons why population growth rate has no 

positive effect on deposit mobilization, 9 (11.25%) of the total respondent an-
swered that” The productivity growth rate is less than the population growth rate 

as result all the production is only cover the consumption of the population”, 8 

(10%) of them answered that “ Since Ethiopia is developing country, the economy 

can’t offer job opportunities to the working age population”; while the rest an-

swered more than one answers, for detail information see appendix number 
seven(7). 
 
According to the survey results, from the total 48 respondents, who answered  
strongly agree, and agree, gave their reasons why they believed that population 
growth rate has an effect on deposit mobilization, 12 (15%) of the total respondent 
answered that” Even if, Ethiopia is a developing country the economy of the coun-
try are creating job opportunity for the working age population, who wants to 
work”, 11 (13.75%) of them answered that because the share of younger people 

in the economy is more than that of the retired and children under age(<15) of 
production; while the rest answered more than one answer, for detailed infor-
mation see appendix number eight(8). 
 
 
 
 
 
 
4.3.10 Conflict and political instability 
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The following table represents the frequency distribution of respondents on pop-
ulation growth rate. 
 
Table 16. Frequency distribution of respondents on population growth rate. 
 
question31 |      Freq.     Percent        Cum. 
------------+----------------------------------- 
         no |          4        5.00        5.00 
        yes |         76       95.00      100.00 
------------+----------------------------------- 
      Total |         80      100.00 
 
According to table 16, only four (4) of the eighty (80) respondents indicated that 
the current internal conflict and political instability of the country has no effect on 
deposit mobilization from 2015/16 to 2021/22, implying 5% of the respond-ents; 
seventy-six (76) respondents, or 95%, responded that it has an impact on deposit 
mobilization. According to the Data, conflict and political instability has an impact 
on deposit mobilization. 
 
According to the survey result from the total respondent,76 seventy-six answered 
'yes' as shown in the above table, 12 (15%) of the total respondents gave their 
reasons that conflict and political instability has an impact on deposit mobilization 
by answering  The conflict increases the number idle labour force in the northern 
part of the country as a result production decrease, 11(13.75%) The conflict in-
creases the number of idle lands in the northern part of the country, and 
10(12.5%) The conflict increases the government expenditure especially to mo-
bilize the military force, as a result, it decreases the government saving. 20 (25%) 
gave more than one answer " The conflict increases the number idle labour force 
in the northern part of the country as a result production decrease, The conflict 
increases the government expenditure specially to mobilize the military force, as 
a result, it decreases the government saving and, the conflict increases the num-
ber of idle lands in the northern part of the country", for detail information refer 
appendix number nine(9). 
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4.4 Interpretation of the regression results 
 
The regression results of a linear regression model that investigates the factors 
influencing deposit mobilization in the Ethiopian banking industry are presented 
in this section. 
 
As stated in section 4.3.1, questions 8, 9, 14, 18, 21, 23, 26, 28, and 31 refer to 
the independent variables, the number of branches expanded (NOBE), saving 
interest rate (SIR), return on asset (ROA), customer relationship management 
(CRM), loan to deposit ratio (LTDR), inflation rate (INR), GDP growth, population 
growth rate (PGR), and conflict and political instability (CAPI). The remaining 
questions in Appendix 8 are related questions used by the researcher to elicit 
reasons and additional information on the independent variables. 
 
  
4.4.1 Number of branch expansion (NOBE) 
 
According to the linear regression results shown in Appendix 10, Holding every-
thing else constant, a unit increase in branch expansion will result in 25.18 units 
increase in deposit mobilization and its probability value 0.051 is higher than the 
critical value of 0.05 it indicates that the number of branch expansion has a pos-
itive but insignificant effect on deposit mobilization in Ethiopia. This finding is like 
Peter and Michaelo (2015), but differs from many others, including Hibret (2015), 
Shemsu (2015), Wubetu (2012), and Nathanael (2014), who discovered that the 
number of branches expanded has a positive and significant effect on deposit 
mobilization. The researcher believe that this variation is due to two factors. First, 
because the data was collected from the country's urban areas, the number of 
branches is evenly distributed in urban areas, causing the demand for branches 
to decrease. Second, the growing use of mobile banking in this area lowers de-
positor transaction costs and the demand for branch accessibility. As a result, the 
impact of branch expansion on deposit mobilization decreased from significant to 
insignificant. 
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4.4.2 Saving interest rate (SIR) 
 
According to the linear regression results shown in Appendix 10. holding every-
thing else constant, a unit increase in saving interest rate will result in 4.5 units 
increase in deposit mobilization and its probability value 0.268 is higher than the 
critical value of 0.05 it indicates that saving interest rate has a positive but insig-
nificant effect on deposit mobilization in Ethiopia. This finding is supported by 
Edmister and Merriken (1989) their finding stated that interest rates could do little 
in deposit mobilization but contrasting to others such Herald and Heiko (2009); 
they mentioned interest as one of the most determining factors for commercial 
banks deposits. Philip (1968) also states that the offering of attractive interest rate 
on bank deposits may be considered to have had a beneficial effect. Rose (2001) 
said that banks increase their deposits by offering higher deposit rate. In devel-
oped countries, the rate of interest is an important determinant of bank deposit. 
However, the researcher believes that, in developing countries especially in the 
case of Ethiopia it may be different because the saving interest rate range has 
seated by the national bank of Ethiopia. So, banks have no power to set their 
profitable saving interest rate by considering different factors for example infla-
tion. 
 
4.4.3 Return on asset (ROA) 
 
According to the model result as shown in appendix 10, The coefficient value of 
return on asset is 0.175. This indicates that if the profitability of banks increased 
by one unit, holding other things constant, leads to an increase the deposit mobi-
lization by 17.5 units and its probability value 0.047 is lower than the critical value 
of 0.05 it indicates that the profitability of banks has a positive and significant 
effect on deposit mobilization of the banks in Ethiopia.  
  
This finding is supported by the finding of (Banke & Yitayaw, 2022) they indicated 
that higher profit is regarded as a positive signal of the bank's soundness, making 
it easier for such banks to attract new deposits. The proxy of profitability which is 
return on asset (ROA) statistically and positively related with deposit mobilization 
(Ferede, 2021). (Bhalla 2006) defines ROA as a ratio used to measure a compa-
ny's efficiency in the use of its assets to generate profit. That is, a more efficient 
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company will generate more profit from a given level of total asset than a less 
efficient competitor. Thus, Return on Asset profitability has a significant positive 
impact on commercial bank deposit growth. Higher bank profits would tend to 
signal improved bank soundness, making it easier for these institutions to attract 
deposits. If the bank is profitable and has an adequate asset return, depositor 
confidence will rise (Ketema, 2017). 
 
4.4.4 Customer relationship management (CRM) 
 
The goal of customer relationship management is to achieve not only customer 
happiness but also customer delight. When you lose a customer, you lose more 
than simply a single sale (Kotler & Armstrong 2008.). This study has expected a 
significant and positive relationship between CRM and deposit mobilization. 
 
According to the model result in appendix 8, customer relationship management 
has a positive insignificant effect in deposit mobilization of banks in Ethiopia. The 
model indicates that a unit increase in customer relationship management quality, 
holding other things constant, leads to 6.06 units increase in deposit mobilization 
of Ethiopia and the probability 0.143 is greater than the critical value. This finding 
is slightly different from the finding of Bello (2019) who stated in his study that 
customer attraction has a significant impact on de-posit mobilization of banks 
(DMB) performance, Okeji, (2015) indicates that Customer relationship manage-
ment is statistically significant in deposit money bank performance. CRM prac-
tices that significantly improve bank deposit levels include effective employee-
customer communication and proper complaint handling. (Evelyn, 2018.).  
 
The researcher has tried to collect information from the respondents by asking 
questions that “Does your bank collect customer feedback?” from eighty re-
spondents 26(37.5%) of them answered “no” and the rest 67.5% answered “yes” 

for detail information refer appendix number nine (9), and the researcher raised 
other questions for those how answered yes “does your bank update the data to 

improve its services?”  form the total fifty-four, 19(23.75) answered “No” while the 

rest thirty-five (76.25%) responded “Yes” for detail information refer appendix 

number ten (10). It implies that 45 (56.25%) of the total respondents stated that 
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their banks are not using customer feedback to improve the custom-er relation-
ship management in their branch. 
 
4.4.5 Loan to deposit ratio (LTDR) 
 
Bank liquidity is measured in three ratios: liquid asset to deposit, liquid asset to 
total asset and loan to deposit ratios.  The researcher has measured liquidity by 
loan to deposit ratio, which has significant negative impact on deposit mobiliza-
tion. From the model result as shown in appendix 8, the coefficient - 0.151 indi-
cates that, holding other things constant, a unit increase in loan to deposit ratio 
leads to 15.1 units reduction in deposit mobilization and its probability value 0.036 
is less than the critical value of 0.05 which indicates that loan to deposit ratio has 
a significant impact on deposit ratio. This result is supported by Devinga (2010) 
he stated that, the loan-to-deposit ratio has a negative and statistically significant 
impact on bank deposits. This is because most banks have collected 50-80% of 
its loan every year this leads to a higher loan to deposit ratio resulted a decline in 
deposit mobilization of banks in Ethiopia. 
 
 
 
4.4.6 Inflation rate (INR) 
 
According to the model result in appendix 10, shows that inflation rate has a sig-
nificant and negative relationship with deposit mobilization. The coefficient of this 
relationship is – 0.067 indicates that, holding other things constant, a unit in-
crease in inflation rate will leads to 6.7 units decrease in deposit mobilization of 
banks and its probability value of 0.017 is less than the critical value of 0.05 it 
indicates that inflation rate has a significant impact on the deposit mobilization of 
banks in Ethiopia. This implies that current double-digit inflation has a negative 
significant effect on deposit mobilization of banks. This result is supported by 
Giragn (2015) shows inflation is the most significant factor of deposit mobilization 
activity. Ngula (2012) also shows that inflation rate significantly affects the mobi-
lization of financial savings (deposit) in Ghana.  
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4.4.7 Growth domestic product (GDP) 
 
According to theoretical and empirical evidence, economic growth is the primary 
source of bank deposit growth. Deposits will rise in response to real economic 
growth. 
 
Appendix 10 shows that the country's economic growth, as measured by GDP, 
had a positive but statistically insignificant impact on deposits. Holding all else 
constant, a one-unit increase in GDP increased deposits by 12.9 unit and its prob-
ability 0.195 is higher than the critical value 0.05. In a growing economy, both 
individual and corporate income will rise, this rise leads to higher earnings (per 
capita income), which in turn leads to higher savings. This argument is supported 
by the findings of Herald and Heiko (2009), Tizita (2014), and Orji (2012) in Nige-
ria. They contended that the GDP growth rate has a positive and significant im-
pact on Ethiopian deposit mobilization. While the findings of this research indicate 
that it has a positive and insignificant impact because as discussed in part 4.2.4 
Ethiopia’s economic growth rate has declined by 1.2% on average over the last 

three (3) years, which has an impact on the effect of GDP on bank deposit mobi-
lization and makes the impact insignificant. 
 
In contrast to this argument Bikker & Gerritson (2017) and Yakubu & Abokor 
(2020) stated that GDP affects bank deposit mobilization negatively. Haile (2021) 
also stated that Gross domestic product growth rate has negative and statistically 
insignificant impact on banks deposit mobilization. 
 
 
4.4.8 Population growth rate (PGR) 
 
According to the model result in appendix 10, shows that population growth rate 
in Ethiopia has insignificant and positive relationship with deposit mobilization. 
The coefficient of this relationship is 0.028, indicating that a unit increase in pop-
ulation growth rate leads to 2.8 unit increases in bank deposit mobilization, and 
its probability value of 0.247 is greater than the critical value of 0.05, indicating 
that population growth rate has an insignificant impact on bank deposit mobiliza-
tion in Ethiopia.  
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This result is supported by slight differences from Hibert (2015) finding stated that 
population growth had a positive and significant impact on deposits, and Fisseha 
(2017) also found a positive relationship between population growth and deposit 
mobilization, the researcher believes that such differences happen because the 
decrease in GDP of the country can’t create job opportunities for the young pop-

ulation, who are seeking a job and make them dependent and increase the de-
pendency ratio of the country; Whereas; Legass et al (2021), stated that the coun-
try's population growth has a negative and significant impact on the deposit 
growth of Ethiopian commercial banks. 
 
 
 
4.4.9 Conflict and political instability (CAPI) 
 
According to the model result in appendix 10, shows that the ongoing conflict and 
political instability in Ethiopia has a significant and negative relationship with de-
posit mobilization. The coefficient of this relationship is – 0.1788, indicating that 
a unit increase in conflict and political instability, holding other things constant, 
leads to 17.88 unit decreases in bank deposit mobilization, and its probability 
value of 0.024 is less than the critical value of 0.05, indicating that conflict and 
political instability has a significant impact on bank deposit mobilization in Ethio-
pia. 
 
There are so many reasons for this relationship. First, the conflict has displaced 
people from their villages and made them dependent. second, the young popula-
tions who actively participated in the production activities were willingly or force-
fully involved in the conflict. It leads a decrease in the total productivity of the 
country. Third, it also increased the federal government expenditure to mobilize 
the military force and pushed the government to participate in importing military 
equipment so, saving by the government decreased.  
 
This finding is supported by Sab and Hegazy (2014) conflict affects the deposit 
mobilization negatively, Banke and Yitayaw (2022) conflicts and political instabil-
ity can lead to a greater risk of systemic banking crisis and low bank deposits, 
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and Attila (2022) Political unrest disrupts economic activity and creates uncer-
tainty, which is likely to encourage runs from depositors anticipating withdrawals 
from others. 



60 

 

1 DISCUSSION  
 
 
5.1 Introduction 
 
The study established the relationship between the factors and deposit mobiliza-
tion in Ethiopia's banking sector. The findings revealed that several factors influ-
ence bank deposit mobilization, including branch expansion (NOBE), saving in-
terest rate (SIR), return on asset (ROA), customer relationship management 
(CRM), loan-to-deposit ratio (LTDR), inflation rate (INR), GDP growth, population 
growth rate (PGR), and conflict and political instability (CAPI). Following the study 
results, this chapter summarizes and concludes the study. It also provides insight 
into policy recommendations and future research directions. 
 
5.2 Summary of the findings 
 
The study's main goal was to identify the factors influencing deposit mobilization 
of Ethiopian banks. To explain the casual relationships between the variables, an 
explanatory research design was used. The study used quantitative methods on 
secondary data sourced from the selected banks financial statements, NBE pub-
lications, CSA of Ethiopia, reports from the banking industries, and other con-
cerned parties and primary data collected through questioner for both microeco-
nomics and macroeconomic variables. 
 
Results from the linear regression model indicates that profitability of banks have 
a positive and significant effect on deposit mobilization of banks in Ethiopia. De-
posit interest rate, number of branch expansion, customer relationship manage-
ment, growth domestic product, and population growth rate have a positive and 
insignificant effect on deposit mobilization of banks in Ethiopia. Loan to deposit 
ratio, inflation rate, and conflict and political instability have a negative and signif-
icant impact on deposit mobilization of banks in Ethiopia. 
 
In this section presents the conclusion based on the studies result: 
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❖ Number of branch expansions (NOBE) has positive and insignificant im-
pact on deposit mobilization of banks in Ethiopia. This result is inconsistent 
with the hypothesis and literature reviews. The reason for this incon-
sistency is discussed in part 4.4.1. 
 

❖ Saving interest rate (SIR) has positive and insignificant impact on deposit 
mobilization of banks in Ethiopia. This result also inconsistent with the hy-
pothesis and literature reviews. The reason for this inconsistency also dis-
cussed in part 4.4.2. 
 
 

❖ In regard to profitability measured by return on asset (ROA) has a positive 
and significant impact on deposit mobilization of banks in Ethiopia. Higher 
bank profits would tend to signal increased bank soundness, which could 
make it easier for these banks to attract deposits. This result is consistent 
with the hypothesis and literatures reviews. 
 

❖ Customer relationship management (CRM) has positive and insignificant 
impact on deposit mobilization of banks in Ethiopia. This result also incon-
sistent with the hypothesis and literature reviews. The reason for this in-
consistency also discussed in part 4.4.4. 
 
 

❖ In connection with liquidity measured by loan to deposit ratio (LTDR) has 
a significant negative impact on deposit mobilization of banks in Ethiopia. 
It happens during the study period because banks can’t collect its loan on 

time which leads a higher loan to deposit ratio. This result is consistent 
with the hypothesis and literatures reviews. 
 

❖ The inflation rate (INR) has a negative and significant impact on the de-
posit mobilization of Ethiopian banks. Because the country experienced 
double-digit inflation during the study period, higher business costs re-
sulted in a decrease in bank deposits mobilized. The outcome is in line 
with the hypothesis. 
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❖ GDP growth has a positive but insignificant impact on deposit mobilization 
by Ethiopian banks. Since the country's GDP growth rate has decline by 
1.2% over the last three years, its impact on bank deposit mobilization in 
Ethiopia has decreased from significant to insignificant. The outcome con-
tradicts the hypothesis. The reason for this inconsistency also discussed 
in part 4.2.4. 
 

❖ The population growth rate (PGR) has a positive but insignificant impact 
on Ethiopian bank deposit mobilization. Since Ethiopia's economic growth 
rate has slowed, the country's economy has been unable to create job 
opportunities, resulting in an increase in the country's dependency ratio, 
which leads to a decrease in bank deposit mobilization. The outcome is in 
line with the hypothesis. 
 
 

❖ Conflict and political instability (CAPI) have a negative and significant im-
pact on Ethiopian bank deposit mobilization. Since the country has been 
at conflict for the past two years, for starters, the conflict has displaced 
people from their villages and rendered them destitute. Second, the young 
populations who actively participated in production were willingly or coer-
cively drawn into the conflict. It has a negative impact on the country's 
overall productivity. Third, it also increased the federal government ex-
penditure to mobilize the military force and pushed the government to par-
ticipate in importing military equipment. So, saving by the government de-
creased. The finding is consistent with the hypothesis. 
 
Furthermore, the researcher believes that the impact of conflict might be 
underestimated in the current findings, primarily due to the exclusion of 
data from the Tigray region. This omission is significant, given that, during 
the study period, the Tigray region experienced a substantial disruption in 
economic activities, particularly in the banking sector. Over the past two 
years, more than 130 banks in the region have remained non-operational 
due to the intense conflict between the Tigray People's Liberation Front 
(TPLF) and the federal government. This protracted conflict has not only 
impeded the day-to-day functioning of financial institutions but has also 
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likely contributed to a broader economic downturn, amplifying the potential 
impact of the conflict on various socio-economic indicators beyond what is 
currently reflected in the research findings. Therefore, the absence of Tig-
ray-specific data may result in an underestimation of the true extent of the 
conflict's economic consequences. 

 
In a broader context, when considering the five internal factors under scrutiny, it 
becomes apparent that two specific factors, namely Return on Assets (ROA) and 
Loan to Deposit Ratio (LTDR), exert a noteworthy influence on the process of 
deposit mobilization. These two internal factors emerge as pivotal contributors to 
shaping the dynamics of attracting deposits within the Ethiopian financial land-
scape. 
 
Simultaneously, delving into the external macroeconomic variables, it is evident 
that out of the four factors examined, two stand out as having a substantial impact 
on deposit mobilization in Ethiopia. The inflation rate, serving as a key indicator 
of the economic environment, is identified as one of these influential variables. 
Additionally, the factor of conflict, reflecting the socio-political and economic sta-
bility of the region, emerges as another critical determinant significantly affecting 
the mobilization of deposits within the Ethiopian financial sector. 
 
In essence, this nuanced analysis underscores the multifaceted nature of the fac-
tors influencing deposit mobilization, highlighting the intricate interplay between 
internal elements such as ROA and LTDR, and external macroeconomic varia-
bles, specifically inflation rate and conflict, in shaping the deposit landscape 
within the Ethiopian financial context.  
 
The findings of this research bear significant implications for the commissioner of 
this thesis, particularly in the realm of strategic decision-making. By leveraging 
and applying the insights gleaned from this study, the commissioner has the po-
tential to enact highly effective strategies aimed at generating and in-creasing 
deposit mobilization. 
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First and foremost, the positive and significant impact of banks' return on assets 
(ROA) on deposit mobilization presents a valuable opportunity for the commis-
sioner. Recognizing that profitability plays a crucial role in attracting deposits, 
strategic measures can be implemented to enhance the overall financial health 
of the banking institution. This may involve optimizing operational efficiency, ex-
ploring new revenue streams, or refining investment portfolios to bolster ROA. 
 
Conversely, the negative and significant impact of variables such as loan-to-de-
posit ratio, inflation rate, and conflict and political instability underscores areas 
that demand careful consideration. Recognizing the potential deterrent effect of 
these factors on deposit mobilization, the commissioner can tailor strategies to 
mitigate risks. This might involve optimizing loan portfolios, implementing 
measures to counteract inflationary pressures, and closely monitoring geopoliti-
cal dynamics to proactively address potential instabilities. 
 
In essence, the commissioner of this thesis possesses a wealth of actionable 
insights that can inform a holistic and tailored approach to deposit mobilization. 
By strategically navigating the intricacies revealed in this research, the commis-
sioner has the potential to institute measures that not only safeguard against po-
tential pitfalls but also capitalize on opportunities to foster a more robust and re-
silient deposit mobilization strategy. 
 
5.2.4 Recommendations 
 
The research’s findings have prompted the researcher to make the following rec-

ommendation to the concerned parties. 
 
5.2.4.1 To Banks 
 

➢ When banks want to expand their branches, especially in the country's 
urban areas, they should conduct research. 

➢ Banks should use customer feedback data to improve their services in or-
der to attract new customers and retain current ones. 

➢ They should request that the National Bank of Ethiopia (NBE) adjust the 
interest rate to be comparable to the current inflation rate. 
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     5.2.4.2 To customers 
 

➢ Customers should seek information on the impact of inflation on interest 
rates and wealth. 

 
 
5.2.4.3 To the Government 

➢ The government should continue to keep inflation below its threshold or 
optimal level because higher inflation reduces banks' ability to mobilize 
more deposits. 

 
. 
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APPENDICES  

Appendix 1. Frequency distribution of reason why branch expansion is necessary 
for banks. 
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Appendix 2. Frequency distributions of reasons why their banks profitable for the 
period 2015/16 to 2021/22. 
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Appendix 3. Frequency distribution of respondents that shows their banks used 
customer feedback. 
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Appendix 4. Frequency distribution of respondents that shows their banks are 
using customer feedback to update their services. 
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Appendix 5. Frequency distribution of reasons of inflation rate impact on deposit 
mobilization.   
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Appendix 6. Frequency distributions of reasons of GDP’s impact on deposit mo-

bilization. 
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Appendix 7. Frequency distribution of reasons of respondents who disagree on 
the impact of population growth rate on deposit mobilization. 
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Appendix 8. Frequency distribution of reasons of respondents who agree on the 
impact of population growth rate on deposit mobilization. 
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Appendix 9. Frequency distributions of reasons of conflict and political instability 
impact on deposit mobilization. 
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Appendix 10. The linear regression results. 
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Appendix 11. Questioner                                                      1(5) 
Questioner 
I am conducting research which shall be submitted to TAMK University of Applied sci-ence international business department. The aim of the study is to explore information re-garding factors affecting deposit mobilization in Ethiopia. 
 The questionnaire is drafted to collect detailed data on deposit mobilization in Ethiopia and the information you provide in response to the items in the questionnaire is highly val-uable data needed to meet the objectives of this study. I believe you provide your assis-tance by genuinely filling in all items in the questionnaire.  
The information you supply would be used for academic purpose only and will be kept confidential. You are not required to disclose your name and/or your address. Thank you in advance for your authentic response & unreserved cooperation! 

A, Dependant variables questions 
1. What is your position in your branch?  Manager  Marketing officer  
2. The volume of deposit mobilized by your branch on average from 2016-2022 ?  has increased.   has decreased.   No change   
3. What is the level of your branch.  Level one  Level two  Level three 4. If your answer for question two (2) is ‘has decreased’, what could be the reason(s)? (Multiple answers can be given)  No attractive interest rate  Poor customer relation management  The current internal conflict  not applicable B, Branch expansion and deposit mobilization 
5. How many branches does your bank have as of the year ended June 30, 2022?  Less than 100 branches   100-150 branches  151-200 branches  200-250 branches  More than 250 branches 6. Is your bank increasing the number of its branches every year?  Yes   No 7. If your answer for Number six (6) is ‘yes’ what could be the reason for the branch ex-pansion?  To have a large number of branches   To increase customer base services 
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                                                                                                                   2(5)   To collect foreign currency.   To increase deposit mobilization.  Other reasons (specify) ---------------------------------------------------------  Not applicable 8. Do you think that branch expansion has an impact on deposit mobilization?  Yes  No  C, Deposit Interest Rate and deposit mobilization 
9. Do you agree that your bank deposit interest rate has an impact on deposit mobilization?  Strongly disagree.   Disagree  Neutral   Agree  strongly agree.     10. Do you agree that, if your bank provides attractive deposit interest rate could mobilize high deposit?  Strongly disagree.  Disagree  Neutral  agree    strongly agree.  11. How many times your bank increases its deposit interest rate from 2016 to 2021?  1-3 times     3-6 times    more than 6 times   12. If your answer for question number eleven (11), is ’1-3 times’, what could be the rea-son(s)?  Because it affects the bank profitability  Because the existing interest rate of your bank is comparable to the existing inflation rate.  Because the existing interest rate is equal to the maximum interest rate seated by the National Bank of Ethiopia.  Other specify. D, Profitability and deposit mobilization 
13. Do you think that your bank is profitable for the period 2016-2022?  Yes    No  14. Do you believe that profitability of your branch has an impact on deposit mobilization of the bank?  No  Yes  Not applicable 15. If your answer for question number thirteen (13) is yes, what could be the reason?  Customers have confident on the bank’s status.     Because the banking industry is profitable regardless of customers believes on the spe-cific banks.  Customers believes on the banks capacity to reimburse depositors.   Other specify.  Not applicable  
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                                                                                                                              3(5)  16. How many of your customers do you think to know the deposit interest rate of your bank?  None of them                                                                           Some of them  Most of them       All of them  17. If your answer is none of them or some of them, what could be the reason(s)?( multiple answer can be given)  Information gap  Transparency problem of the bank’s management  Customers have no knowledge about deposit interest rate as a result, they do not ask about it.  Other specify. E, CRM and deposit mobilization 
18. Do you agree that your bank customer base service has an impact on deposit mobiliza-tion?  Strongly Disagree            Disagree  Neutral  Agree  Strongly agree.   19. Do your bank collect customer feedback? 

 No  Yes    20.If your answer for question number nineteen (19) is yes, do your bank update the data to 
improve its services quality? 

 No  Yes  Not applicable F, Loan to deposit ratio and deposit mobilization 
21.Do you believe that loan to deposit ratio has an impact on deposit mobilization? 

 Yes   No 22.How many percent of the loan is usually collected from the total amount that your bank pro-
vides per year? 

 Less than 30%  50-80%  More than 80% G, Inflation and deposit mobilization 
23.Do you agree that the current double-digit inflation has an impact on deposit mobilization in 
your branch? 
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                                                                                                                        4(5)    Strongly disagree.  Disagree  Neutral  Agree  Strongly agree. 24.If your answer for question number twenty-three (23) is ‘strongly agree or agree ‘what could 

be the response from your bank management to tackle this problem? (multiple answers can be 
given) 

 Increase deposit interest rate.  Ask the government to minimize the inflation rate.  Ask the national bank to adjust the minimum and maximum deposit interest rate range.  Provide good customer services.  Other specify. 25.If your answer for question number twenty-three (23) is ‘strongly disagree or disagree’ what 

could be reason(s)? (multiple answers can be given) 
 Customers have no knowledge about the existing inflation.  Customers have no knowledge about the relationship between inflation and deposit in-terest rate.  Customers have no choice because the maximum and minimum interest rate has seated by the NBE, there is no significant difference in interest rates among banks.  Other specify.  Not applicable H, GDP and deposit mobilization 

26.Do you think that the current GDP growth rate has an impact on deposit mobilization in your 
bank? 

  Yes  No 27.If your answer for question number twenty-six (26), is ‘yes’ what could be the reason(s)? 
(Multiple answers can be given) 

 Because customers would have more income than their living cost.as a result they deposit more.  When the GDP of the country increases the government can collect a large amount of tax as a result it can increase its saving.  A business organization will be profitable when a countries GDP increases so as their deposit.  Other specify.  Not applicable I, Population growth and deposit mobilization. 
28.Do you agree that the current population growth rate in Ethiopia has an impact on deposit 
mobilization in your branch. 

 Strongly disagree.   Disagree   Neutral         
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                                                                                                                     5(5)                                                                                            agree                                   strongly agree.  29.if your answer for question number twenty-eight (28) is ‘strongly disagree or disagree’, 

what would be the reason(s)? (Multiple answer can be given). 
 Since Ethiopia is developing country, the economy can’t offer job opportunities to the working age population.  The retired and children’s population are larger than the working population as a result it leads to increases the dependence ratio.  The productivity growth rate is less than the population growth rate as result all the pro-duction is only cover the consumption of the population.  Other specify.   Not applicable 30. If your answer for question number twenty-eight (28) is ‘strongly agree or agree’, what would be the reason(s)? (Multiple answer can be given).   Because the share of younger people in the economy is larger than that of the retired and children underage (<15) of production.  Even if, Ethiopia is a developing country the economy of the country is creating job op-portunity for the working age population, who wants to work.  Because the current younger population are more productive. Thus, the overall econ-omy of the country is increasing so as deposit.  Other specify.  Not applicable 

J, Conflict and deposit mobilization 

31. Do you think that the current internal conflict in Ethiopia has an impact on deposit mobili-

zation in your branch?  Yes  No 

32. If your answer is ‘yes’ for question number thirty-one (31), what could be the reason(s)? 

(Multiple answer can be given)  The conflict increases the number idle labour force in northern part of the country as 

a result production decrease.   The conflict increases the government expenditure specially to mobilize the military 

force as a result it decreases the government saving.   The conflict increases the number of idle lands in northern part of the country.  The decrease in production increases the imbalance between import and exports as a 

result the purchasing power of birr become weak.  The conflict increases the number of dependencies.  Other specify.  Not applicable 

33. If your answer is ‘No’ for question number thirty-one (31), what could be the reason(s)? 

(Multiple answer can be given)  The conflict has no impact on the labour force.  It doesn’t affect the total production of the country.  The conflict doesn’t have an impact on the overall economy of the country, so as on 

deposit mobilization.  Not applicable. 


