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Abstract

To plan a suitable marketing strategy, to keeptiexjscustomers and for attracting new customersymercial
banks need to identify the criteria by which custosndetermine their bank selectidecision. The central
objective of this study is to examine determinasftssustomers’ bank selection decision in private atate
owned Commercial banks in Ethiopia. The study epgdosurvey type specifically questionnaire to ailidata
from sample respondents of 204 customers in fiveni@ercial Banks. Results of the multinomial regressi
model indicated that friendly or pleasing mannerstff, ATM service, bank speed, service qualityteenal
bank appearance and internal sitting arrangemeatyred feeling, proximity to home or work placeaiability
of several branches and long operating hours wgnéfisant factors whereas others’ recommendationsnber
of counter windows, safety of funds, good receptibthe bank and low service charge were insigaifidactors
for bank selection decision. The implication ofstpiaper is bank management, academicians and podikgrs
have to devote resources and evaluate and redesigent marketing strategies in order to attractrédain)
business customers in the competitive bank enviestiiimside and outside Bah Dar city.
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1. INTRODUCTION

The world economy faces an increase in the impoetaf service industry. The value added of servicgsgstry

as percent of world gross domestic product was abo% (World Bank, 2011). On the other hand, thpam
tance of banking and financial services in the dia#rvices industry cannot be understated (Mishk@@1).
New technologies and information systems forcedsehénstitutions to offer more sophisticated and
technological services in the banking and finammtustry. Today's competitive financial atmosphdse #ed
banks and financial institutions to improve the#nsce quality and follow new technologies. Intdizetion
trends in the banking industry as a result of higlmanpetition between banking sectors enforcestirehustries

to increase the level of customer satisfactionifSat al, 2011).

Today's competitive financial atmosphere also ladkis and financial institutions to improve theirvéee
quality and follow new technologies. The issue ahk selection process attracted considerable miteint the
bank marketing literature, by researchers (for eelamAnderson et al. 1976; Evans 1979; Kaynack dadas
1985; Ross 1989; Kazeh and Decker 1993; DentorCéuach, 1991; Hegazi 1995; Metawa and Almossawi 1998;
Omar, 2007; Kamakodi and Khan (2008); Rao, 201@jtad in Aregbeyen, (2011).

Understanding customers’ banks selection criteda been argued to be helpful to banks in identfytime
appropriate marketing strategies needed to attn@et customers and retain existing ones (Kaynak and
Kucukemiroglu, 1992). Indeed, the growing competitiess in the banking industry (Grady and Sped&£0),
andsimilarity of services offered by banks (Holstius and Kayrid#l95), has made it increasingly important that
banks identify the factors that determine the bapisn which customers choose between providersahdial
services.

“As economic environment is rapidly changing andtomers are becoming more demanding and sophesicat
it has become important for financial instituticlsdetermine the factors which are pertinent todhstomers’
selection process (Boyd, Leonard & White, 1994)erEfore, for this sector, the quest lies in detaing the
basis on which customers, both depositors and tven make their selection process for a bank” (elafe
Reman and Saima, 2008).

To the best of the researchers’ knowledge, theistselittle study concerning the determinants ailbaelection
decision in Ethiopia. Goiteom (2011) examined thetdrs that influence customers banking choiceAddis
Ababa city. However, this study used simple desiwgpanalysis and didn’t include the most importeatiables

in the study. But the present study examined theraénants of customer&iank Selection decision particularly
in Bahir Dar City by including additional variablaad using multi-nominal regression model.
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2. REVIEW OF RELATED LITERATURE

2.1 The Theoretical Foundation

The relevant theoretical expositions underpinnihg study are the rational choice theory and cortipeti
theory. The rational choice theory provides uséfisights on the choice or selection behavior ofiviiadial
customer, while the competition theory explains Howms try to win customers patronage and loyaligotigh
service excellence, meeting customers’ needs aoniding innovative products. The choice theory othise
referred to as rational choice theory or rationetiom theory is a framework for understanding aritkro
formally modeling social and economic behavior.i®lity, which basically expresses the idea of tivan
more rather than less of a good, is widely usedamasassumption of the  behavior of individuals
microeconomic models. The theory, therefore, assuimet patterns of behavior in societies refleet¢hoices
made by individuals as they try to maximize thanéfits and minimize their costs. In other wordsogle make
decisions about how they should act by compariegctists and benefits of different courses of actational
decision making entails choosing an action givee®preferences, the actions one could take, gmeceations
about the outcomes of those actions. The relevafcational choice, where people compare the casts
benefits of certain actions, is easy to see inaetspf bank selection behaviour of customers. Spemple want
to get the most useful products/services at thesbprice/convenience, they will judge the bensiigrificance
of a certain banks services/offers (for examplay ligeful it is or how attractive it is) comparedsimilar ones
from others banks (Aregbeye?)11).

Competition in economics is best described as #igtexce within a market for some good or servi€a o
sufficient number of buyers and sellers such tleasingle market participant has enough influencedi@rmine
the going price of the good or service. Competitionurs when two or more organizations act indepethy to
supply their products to the same group of conssmer

Direct competition exists where organizations pamsimilar products that appeal to the same group o
consumers. Indirect competition exists when différrms make or sell items which although not Eab to
head competition still compete for the same moneythe customers pocket. Both direct and indirect
competition cause commercial firms to develop newdpcts, services and technologies, which woulde giv
consumers greater selection and better productss, Tthe competitive strategy of firms is dependambn
consumers’ choice characteristics which tend ténfce firms’ productive decision towards the $atison of
consumers preferences. In general, people will shdloe bank that they perceive provides the grieaesrd or
benefits at the lowest cost, given their preferer{tgid).

2.2 Customer Satisfaction

The most popular view of customer satisfactiondademia is that customer satisfaction is the juddgrherne
out of the comparison of pre—purchase expectatwitls post purchase evaluation of the product owiser
experience (Oliver, 1997). Customer satisfaction oesult from any dimension (whether or not it'sabity
related) and its judgments may arise from non-guasues (e.g. needs, equity, and perceptionsaghess’)
and require experience with the service provideayl(dr et al, 1994; Howard and Sheth, 1969). Satisfi
customers are likely to tell others of their faddeaexperiences and thus engage in positive worthadth
advertising (File and Prince, 1992; Richens, 1983).

Dissatisfied customers, on the other hand, areat@geo switch brands and engage in negative wbrdowth
advertising. Customer satisfaction is the keyhe profitability of retail banking; it implies theetention of
customers for the long term, which is cheaper ttnacting new customer (Bitner and Hubbert, 1994ited in
Khaled, Hashash &Abdul, 2008).

2.3 Prior Empirical studies

Various experimental research using different maéthagies and approaches have been done in varants qf
the world to investigate the bank selection créteri the customers. In this sub section, basedion @mpirical
studies, we have discussed the determinants afroess’ bank selection variable wise.

Personal Factors

When we consider personal factors, friendly/plegsimanner of staff is the major factor in a bankesgébn by
the sampled customers of the bank (Aregbeyen, 28Impssawi, 2001 and Cicic, Brkic, & Agic, (2004)).
According to the findings of Syed & Guruswamy (2P@te second most common reason for customerate le
retail banks in Mekelle city was due to staff atfié. In contrast, Rehman & Saima (2008) and Bdyal.e
(1994) revealed that Employee’s attitudes were daorbe insignificant factors.

Regarding another personal factor, Tan and Chud6jli&é Singapore, found that advice of friendsgheours
and family members have a strong positive influemeceustomers’ decisions, compared with other éemin
selecting financial institutions. Anderson et(4B76) findings supported by Kaynak (1991), Ta biad (2000),
Almossawi (2001) and recently by Rao (2010), shioat tecommendation by parents and friends, i.espa&s
the most important criterion which had significarftuence on customers bank choice.

Technological Factors

In the recent time, the development in technologg hffected business organizations in several wagst

n
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especially in terms of management and control; etarg and research; operations and decision makiiagry
studies revealed that customers emphasized omih@riance of technology factors to select banksi€Git al.,
(2004); Hedayatnia &Eshghj 2011; Katircioglu et al., 2011 and Rao & Sharma, 201Availability of
functional and secured ATMs all times, & numbercofinter windows and connectivity to other bank'svisT
are also considered to be the important choicermié@tants (Aregbeyen, 2011; Mokhlis et al., 2008; k¥,
2009 & Almossawi, 2001). While studying the switodpibehavior of bank clients, availability of Teckogy
based services is found to be a major reasonifamtsito switch banks (Kamakodi et al., 2008).

Bank customers in Iran and Pakistan emphasizerer tommon and important factors as bank selectitaria:
customer services, convenient of ATM locations amdline banking services (new methods of banking)
(Rehman and Ahmed, 2008). Shevlin and Graeberl{2&plored the various factors that influence st@mer

in choosing a particular bank. They pointed out th&M (Automatic Teller Machine) service had sigo#nt
influence for a customer choice of bank. AccordingSenyucel (n.d.), the most important bank sielect
criterion for Turkish Cypriots is availability ohiernet. This factor implies positive influence omstomers’
bank choice and also indicating that they do notntwé spend their valuable time waiting for
their turn in a queue.

Speed and Service Quality

As Julian and Ashen, 1994 stated delivering quakisvices and products to customers had signifipasitive
influence for success and survival of today’s cotitige banking environment. By using a survey ofikeholds,
Omar and Orakwue (2006) also evaluated the relatiyoortance of bank selection criteria used bykban
customers in Nigeria. The results suggest safefyraf; efficient service quality and speed of tasi®ons have
significant positive influence on customers’ baelestion decision.

Bank Image and Reputation

Image and reputation is important factor for custmsro patronize a bank. Almossawi (2001) conduatstiidy
in Bahrain to examine the bank selection criteri@plyed by college students. He found that the fiaeyors
determining college students’ bank selection whastk’s reputation, availability of parking spacante bank,
friendliness of bank personnel and availability dodation of automated teller machines (ATM). Aregén
(2011) revealed that the safety of funds is theomsignificant factor for customers’ choice of bankhis study
carried out in Nigeria.

Gerrard and Cunningham (2001) surveyed a sampl84fSingapore’s undergraduates to establish angnki
of the various dimensions which influence their lbaelection decisions. Using factor analysis, selank
selection dimensions were identified by the redsens, the most important being undergraduates dHfes|
secure”, followed by “electronic services” and “&ee provision”. Cicic et al. (2004) asserted tlgaung
customers place more emphasis on factors like geception at the bank.

Convenience Factors

Schram (1991) in his article using American collsggents found that convenience remains the pyinegson
why most college students choose their banks. aBand Cunningham (2001) found convenience fagtsr
rated significantly higher by multiple bankers. Mastudies in the literature also suggested thaveoience of
bank location had a significant positive influerfoe customers on bank choice (Kaynak and Kucukeghiro
1992; Riggal 1979; Laroche et al., 1986; Martend®85; Reed 1972).

Promotional Factors

The findings of John Mylonakis (2008) in Greeceairfd that Bank customers may not be interested in
advertising at first while choosing their bank, Ihis is the initial reaction of all those who angerested in
achieving the most cost-beneficial and favorablmge The point is that advertising is not the nmaiterion for
consumers in choosing their bank. However, itsterise is a prerequisite, as it verifies a banktial presence
in the market and plays an important role in tlodioices. Banking advertising includes advertisingilability

of several branches, availability of parking spaearby, and long operating hours by banking irtibitis.
According to Aregbeyen (2011) and Maiyaki (2011)y &ranch banking and number of branches is th@maj
factor in a bank selection by the sampled respasden

Financial Factors

Findings of Boyd et al. (1994) reveal that interpaid on savings accounts, interest charged ors)aguick
service, reputation and hours of operation are etbws having more importance than other criteréh sas
friendliness of employees, modern facilities, amivedin-service. Schlesinger et al. (1987) in histudy
conducted in New York State found that the threestmimportant factors in selecting a bank for small
business customers were lending rates, accesgibiliborrowing, and the number of services offered.

3. METHODOLOGY OF THE STUDY

3.1Research and Sampling Design

This study employed explanatory research designesthe objective is identifying the factors thateaf
customers’ bank selection criteria. From four prevédanks which have large deposit shares (Dashek, ba
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Abyssinia bank, Wegagen bank and United bank) ama famous state owned bank (Commercial bank of
Ethiopia) equal number of customers were takerdoarty. The non-probabilistic convenience sampling
technique has been used.The target populatiorthdéostudy were customers who have a bank depasitoam
account in five commercial banks in Bahir Dar Cipe total population of this study was126,979 bfck the
sample size was calculated using the formula recemdied by Yemane (1973) as cited by (Israel 2003).

n =N/ (1+Né)

Where,

n is sample size

N is total population

€’ is probability of an error

Thus, the sample size for this study can be detednas follows:

n=N/(1+N &)

n = 126979/ (1+126979x0.87

= 204 customers.

With N = 126,979, e = 7% (at least 93% confidemsl), thus the sample size is 204

3.2Method of data collection

The study employed cross sectional survey datayugilestionnaire since it involves respondents fdiffierent
banks as of a single point in time in the form oénqtitative measures. The questionnaire was designenable
rating the relative importance of seven bank aiteb when choosing which banks to patronize. Theyew
measured on a five point Likert-type scale of intance ranging from (5=very most important) to (1t=no
important at all).

3.3 Data Analysis Methods and Model specification

Since the dependent variable is a categorical theestudy used a multinomial logit regression mottethis
study, customers’ bank selection decision was dég@nvariable. So, in this study, the generalizedar
modeling technique of multinomial logistic regressiwas used to model unordered categorical response
variables. This model can be understood as a sieqténsion of logistic regression that allows eeategory of

an unordered response variable to be compared &ohétnary reference category providing a numbelogft
regression models.

In this case the researcher considered United barilase category since this bank holds the lowoptiop of
deposit and or loan account holders as comparedh&r banks based on the information gathered faoh
bank during the study period. For example, to madath of five commercial banks (there are fiveecatries

in the unordered response variable) is likely tochesen by a customer, four logit models are coathubne
comparing commercial bank (Commercial bank of HildeY1) with the reference category (United bank¥Y5
one comparing bank (Dashen bank=Y2) with the refsgecategory (United bank =Y5), one comparing bank
(Abyssinia bank=Y3) with reference to category {gdibank =Y5) and final one comparing bank (Wegagan
bank=Y4) with the reference category (United bank5x The model of choice behavior between five
commercial banks can therefore be represented mimgi.e.,5 -1) logit models.

Pr (Y = Bank Y1)
Log
Pr (Y = BankY5)

=a+ lel + BzXz + ..+ Bka

Pr (Y = Bank Y2)
Log
Pr (Y = BankY5)

=a+ lel + BzXz + ..+ Bka

................ Equation 1
Pr (Y = Bank Y3)

Log
Pr (Y = BankY5)
Pr (Y = Bank Y4)

Log
Pr (Y = BankY5)
The general multinomial logistic regression modettiown in Equation 2 below:

Pr(Y=j) _ .
P:(Y:’i) = a4 BiXy F BoXy e F BrXp oo Equation 2

Where j is the identified commercial bank
and i is the reference commercial bank.

=a+ lel + BzXz + ..+ Bka

=a+ lel + BzXz + ..+ Bka

Therefore, the base line model had the followingnfo
Pr (Commercial bank of Ethiopia) _
Log Pr (United banl) = a+ [3;PRSFAC + B,TECFAC + ... B3SPDSRVQLTY +
B,IMGREP + B5;CONVFAC + B4PRMFAC + 3,FINFAC
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(Dashen bank)

e = a+ B,PRSFAC + B,TECFAC + ... B;SPDSRVQLTY +

B.IMGREP + BsCONVFAC + B4PRMFAC + B,FINFAC

Log Zr(Abyssinia Bnak = a + B,PRSFAC + B,TECFAC + ... B;SPDSRVQLTY +

Pr (United bank)
B4IMGREP + BsCONVFAC + B4PRMFAC + B,FINFAC

Log Fr{Wegagan Bank) = o+ B;PRSFAC + B,TECFAC + ... B3SPDSRVQLTY +

Pr (United bank)
B,IMGREP + BsCONVFAC + B,PRMFAC + ,FINFAC

Where:a is the constant ternf;s are the coefficientsPRSFACIis Personal FactofECFACis Technology
Factor, SPDSRVQLTYs Speed and Service QualifyGREP is Bank Image and ReputatioBONVFACis
Convenience Factor, PRMFAC is promotional factBt8|FAC is financial factors.

3.4 Definition of variables and their measurement

3.4.1Dependent variable

In this study, customers’ bank selection decisias wthe dependent variable and this variable istegodcal
variable.

3.4.2 Independent variables

The independent variables are those which are égbéa have relation with bank selection decisiehdvior of
customers. The independent variables were measuret five point Likert-type scale of importance gary
from (5=very important) to (1=not important at alBased on theoretical and empirical results ofedsint
studies on bank selection decision, personal, tdolital, speed and service quality, bank imagerapdtation,
convenience factors, promotional factors and firgrfactors have been considered as independeiatles.
3.5 Research Hypotheses

Based on previous empirical studies regarding #wtofs influencing the choice of a bank, the follogy
hypotheses have been developed and empiricallgdest

H1: There exists significant relationship betweenspnal factors and customers bank selection decisi

H2: A significant correlation exists between customavaluation of technology-based banking servi€EM
service provision & Number of counter Windows) antomers’ bank choice.

H3: The quality and speed of banking services effdsy banks has significant influence on its cugtom

H4: Bank’s reputation and its image have a relatith choice of banks by customers.

H5: convenience factor has effect towards custehii@mk choice.

H6: Promotional factors have effect on customeasikbselection decision.

H7: There exists significant relationship betweimaricial factors and customers bank selection aecis

4. Results and Discussion

In this section, data analyzed using multinomiajidtic regression model is presented and discudsethe
econometric model estimation process to get unfjasfficient and consistent estimators the varsblere
tested for satisfying econometric assumptions.rRadhe estimation of the model parameters, tlesgnce of
multicollinearity problem among the independentialsies was checked using Spear rank correlatianBased

on the result of Spear rank correlation test theéa daad no serious problem of multicollinearity.
Heteroskedasticity and multicollinearity are commmnmoblems in analysis of cross-sectional data (f&tija
2003). Therefore, to check the existence of hekewbmssticity problem Breusch-pagan test was useddatal
was found homoskedastic. The results of multinoiigit model are presented in Table 4.1as annex.

Personal Factors

The overall regression result has shown that flieod pleasing manner of staffs has negative sicguitt effect

on customers’ bank selection decision of Commergaik of Ethiopia, Abyssinia bank and Wegagen bank
compared to the reference bank-United bank. Thdirfgs of Anderson et al. (1976) on customers’ bank
selection decision in USA found that friendlines&ndsrecommendations, reputation of the bank, availghili
of credit were the major determinants for selectiramks. The negative effect may be due to less ar
preserving good reception of customers startinghf@uards to higher officials including managers attier
factors in those banks compared to the refereno&. bdowever, this factor has no any effect on custios
bank selection decision of Dashen bank relativeetse category.

The model result has shown that recommendation thgre® has no significant effect on customers’ bank
selection decision. This is similar with findinggached by Senyucel (n.d.) & Awang (1997) that
recommendation from friends and relatives were dotmbe less significant factors in bank selectiegision.
The findings of Katircioglu et al., (2011) also shthat Romanian people give little attention to snasedia
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advertisement and recommendation by other peopiis. finding contrast with previous study of Tan ablua
(1986) in Singapore, who found that advice of fdgnneighbors and family members have a strongipesi
influence on customers’ decisions, compared wikleovariables in selecting financial institutions.

The findings of Anderson et al. (1976) supportgdKhynak (1991), Ta and Har (2000), Almossawi (20&id
recently by Rao (2010), who conclude that recomragod by parents and friends, i.e. peers, whick the
most important criterion that had significant irfhce on customers bank choice also contraststhiglinding.
Technological Factors

The results also revealed that ATM service provisims a positive effect on customer’'s bank choite o
Commercial bank of Ethiopia and Dashen bank at Ifbificance level. It is consistent with the findi of
Shevlin and Graeber (2001) who explored the varfagtors that influence customers in choosing diqadar
bank. They pointed out that ATM (Automatic Tellembhine) service had significant influence for atcoeer’'s
choice of bank. It is also supported by the findilng Kamakodi et al., (2008) that while studying gwitching
behavior of bank clients, availability of Technojolgased services is found to be a major reasonlifemts to
choose banks. Bank customers in Iran and Pakigaremphasize on three common and important faasbank
selection criteria: customer services, convenié®TV locations and on-line banking services (newthods of
banking) (Rehman and Ahmed, 2008). However, theigian of ATM service was not an important factor f
selecting Abyssinia bank and Wegagen bank compartaited bank.

The regression result has shown that having momgbeuof counter windows has no significant effeat f
choosing Commercial bank of Ethiopia, Dashen badiyssinia bank and Wegagen bank against United.bank
This study contradicts with findings of Senyuceld(h who found that the most important bank salect
criterion for Turkish Cypriots showing positive lménce is number of counter windows indicating that
customers do not want to spend their valuable timi¢ing for their turn in a queue.

Speed and Service Quality Factors

The regression result has shown that bank speedidnaificant effect on customers’ bank selectiogisien of
Dashen bank, Abyssinia bank and Wegagen bank ates&b of significance. It is in line with findingef
Almossawi (2001) that speed plays a significant inltheir bank selection process.

Service quality is also important criteria for stien of Dashen bank and Wegagen bank against dUbiaak.
This study is similar with the findings of Omar a@dakwue (2006) who evaluated the relative impartaof
bank selection criteria used by bank customersigem. The results suggest safety of fund; effitiservice
quality and speed of transactions have signifipasitive influence on customers’ bank selectiongien. Other
research literatures also support this study. Lympaulos et al. (2006) by examining the importaoteervice
quality in bank selection found four distinct fastaas the main choice criteria that influence corexg’ bank
choice. Bank service quality is the most importat@ment that customers consider in order to sehesit
mortgage providers and establish a long-term oelatiip with them. However, service quality has gmificant
effect on the selection of Commercial bank of Bpiacand Abyssinia bank as compared to United bank.

Bank Image and Reputation Factors

The results show that external appearance anchgsiiirangement of the bank has significant effett o
customers’ bank selection decision. This contraétis findings of (Awang, 1997 and Rehman &SaimaQ&0
that external appearances of bank were found tiedsesignificant factors in bank selection decisibris not
also consistent with previous results of AreghefZii1) that sitting arrangements of the bank weund to be
insignificant factors. Therefore based on thisifigdwe can understand that external appearandediank and
sitting arrangement has a positive effect for chugp€ommercial bank of Ethiopia, Dashen bank angsamia
bank relative to United bank.

The regression results also showed that securdihde@onfidentiality of a bank) is determinant fiac for
selection of Commercial bank of Ethiopia, Abyssihank and Wegagen bank relative to United banks Thi
related with the findings of Gerrard and Cunningh@@001) who surveyed a sample of 184 Singapore’s
undergraduates to establish a ranking of the vartbmensions which influence their bank selectienisions.
Using factor analysis, seven bank selection dinmrssivere identified by the researchers, the mopbrtant
being undergraduates identify “secure feeling’ldated by “electronic services.”

The result of the model has also shown that goodption at the bank has insignificant effect onteoners’
bank selection decision. This finding contrastshvifte study of Cicic et al. (n.d.) that young custos place
more emphasis on factors like a good receptioheabaink.

Convenience Factors

The results have shown that proximity to home orkwadace is an important factor for selection off@oercial
bank of Ethiopia and Dashen bank relative to Unltedk. This finding is supported by Schram (1991 is
article using American college students who fouhdt tconvenience remains the primary reason why most
college students choose their banks. Many studiethe literature also suggested that convenienckaok
location had a significant positive impact for @mers’ bank choice (Kaynak and Kucukemiroglu, 19R@gal
1979; Laroche et al., 1986; Martenson, 1985; R&@1L
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Promotional Factor

The regression result has revealed that availglgfitseveral branches is an important criteriondelection of
Commercial bank of Ethiopia compared to United bhariis finding is supported by Aregbeyen (2011) and
Ahmed (2011) who found that any branch banking aathbers of branches as the major factors in a bank
selection by the sampled respondents. Availabifftgeveral branches was not important criterias&ection of
Dashen bank, Wegagen bank and Abyssinia bank camgpaith united bank. It is also found that long
operating hour is important criteria for choosingn@nercial bank of Ethiopia at 5% significance level

Financial Factor

This study has found that low service charge hasamp significant impact for customers to selectirthe
respective banks (Commercial bank of Ethiopia, Badbank, Abyssinia bank and Wegagen bank) as caapar
to United bank. In supporting this finding, Zingld1996) asserted that due to banks giving unigrices
compared to other industry, cost and pricing isimgdortant in this field. In contrast with this img, a study
conducted by Sanyang (2009) in Gambia on “banktegji@ positioning and factors for bank selection”
discovered that customers highly regard low sercicarge and availability of ATM services to be thest
important criteria in patronizing banks.

5. CONCLUSIONS

The growing competitiveness in the banking industng similarity of services offered by banks necessitates a
detailed understanding of the influential factoehind the bank selection decision. That is, bahksilg identify
the factors that determine the basis upon whichomexs choose between providers of financial sesvic
Therefore, the main objective of this study wasneestigate the determinants of customer’'s bankcsiein
decision. Based on the regression result, friendlgleasing manner of staff, ATM service, bank shaervice
quality, external bank appearance and internahgitirrangement, secured feeling, proximity to hamevork
place, availability of several branches and longrapng hours were significant factors whereas rsthe
recommendations, number of counter windows, sadétfunds, good reception at the bank and low servic
charge were insignificant factors for bank selattitecision. Finally we recommend that the surveygdmied
out in other cities of Ethiopia for comparison pasp by taking adequate samples and including thasks that
were not included in this study.

References

Ahmed, A. and Maiyaki.H. (2011). Factors DetermgniBank’s Selection and Preference in Nigerian Retai
Banking, International Journal of Business and Mgnaent ,Vol. 6, No. 1; January 10

Almossawi,M.(2001). Bank selection criteria empldy®y college students in Bahrain: giogl analys
is. International Journal of Bank Marketing9/3, 115-125, MCB University Press.

Amoako ,G.( 2012) .Improving Customer Service ie Banking Industry-Case of Ghana Commercial Bank
(GCB)-Ghana International Business Research Valldb 4, April.

Asrat, S. (June, 2010). Private sector growth empetitive banking in Ethiopia.

Arebgeyen, O. 2011) The Determinants of Bank Selection Choices by GQusts: Recent and Extensive
Evidence from Nigeridnternational, Journal of Business and Social Sc&ekol. 2, No. 22.

Boyd, W. L., Leonard, M., & White, C. (1994). Custer preferences for financial services: Ananalysis.
International Journal of Bank Marketingplume, 12, No. 1.

Cicic M., Brkic N. and Agic E. (2004). Bank Seliect Criteria Employed by Students in a Southeastern
European Country: An Empirical Anal ysis of PotahtMarket Segments’ Preferences; University of
Sarajevo.

Comparative Study of Islamic Banking 45, LiteratReview and Theoretical Framework

Developing Customer Insight: The Determination afstmer Preference: the international communication
research.

Edris, T. A., & Almahmeed, M. A. (1997). Serviaamsidered important to business custom

and determinants of bank selection in Kuwait: greentation analysisnternational Journalof Bankers
Marketing 15/4, 126-133, MCB University Press.

Gardachew, W. (2010). Electronic-Banking in Eth@gPractices, Opportunities and Challenges.

Gerrard, P. & Cunni ngham, J. B. (2001). Singapdrelergraduates: How They Choose which Bank to
Patronize: International Journal of Bank Marketibg(3),

Guijirati, D.N. (2003). Basic econometrics. Secodii@en, New York: Mc Graw Hill, Inc.

Goiteom, W. (June, 2011) .Bank selection decisiactdrs: factors that influencing the choice of hiagk
services.

Hafeez,U., Reman,T. and Saima,A.( 2008) .An Emgiridnalysis of Determinants of Customers Bank
Selection in Pakistan :A Customer Vieakistan Economic and Social Revi&elume, 46. No. 2
(Winter 2008), pp. 147-160.

63



Research Journal of Finance and Accounting www.iiste.org
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) “-,i,l
\Vol.5, No.21, 2014 IIS E

Hart, H .L. (1931);The Law of Bankingdth ed. Vol. 1.pp.11

Israel, G. D. (2003). Determination of sample sizriversity of Florida, Florida.

James B. Customers Perception in the Selecti@oofmunity Banks.

Kaynak, E., Kucukemiroglu, O. and Odabasi, Y. (J9@lommercial Bank Selection in Turkdgternational
Journal of Bank Marketing, Vol. 9 No. 4.

Kati rci ogl u S.T., Fethi S., U nlucan D., Dalgi (2011), Bank Selection Factors in the Bankindustry: An
Empirical Investigation from Potential CustomersNorthern Cyprus, Acta Oeconomica,Vol. 61 (1)
pp. 77-89. Kaynak, E. & Kucukemiroglu, O. (1992ar& and Product Selection: Hong

Khaled, A,.Hashash,R. and Abdul,H.(2008 ). jounfaBank’s customer satisfaction in Kuwait.

Maiyaki A. A., & Mokhtar, S.S.M. (2010) Effects of Electronic Banking Facilities, Employrm&ector and
Age-Group on Customers’ Choice of Banks in Nigefayrnal of Internet Banking and Commerce, vol.
15, No.1l,accessed on March 2011.

Lymperopoulos C. Chaniotakis I. E., & Soureli MO(®), The Importance of Service Quality in Bankesébn
for Mortgage Loans, Managing Service Quality VoING. 4, pp. 365-379.

Mokhlis, S. (2009).Determinants of Choice Criteria in Malaysia’s RétBianking: An Analysis of Gender-
Based Choice Decisionguropean Journal of Economics, Finance and Admatigé Sciences | SSN
1450-2887 Issue 16, pp. 18-30.

Moutinho and Hutcheson . (2008). Dictionary of Qtitative Methods in Management. Sage Publications.

Mylonakis,J. (2008). Banks and Bank Systems, Va@Bnlssue 4, 2008 .The influence of banking adsiag
on bank customers: an examination of Greek bantomess’ choices

Nur,E. (2012)Bank Selection Influencing Factors: A Study on Ou®tr Preferences with Reference to
Rajshahi City. Asian business review vol, 1.

Okan and afakli. (2007) .A research on the basitvational factors in consumer bank selection: ewice from
Northern Cyprus Banks and Bank Systems, Vol. 2.

Peer, V. (2009). Bank Choices in Economic Recesstostudy of the influence of the financial crisi®
customer choice behaviour in the banking sectasiBus School of Economics, Master Thesis.

Rao, A. S. (2010). Bank Selection Criteria Employ®d MBA Students in Delhi: An Empirical Analysis,
Journal of Business Studies Quatrterly, Vol. 1, Ngp 56-69.

Rashid, M.,& Hassan, M. K. (2009). Customer demplies affecting bank selection criteria, preferermsel m
arket segmentatiorBtudy on Domestic Islamic Banks in Bangladestiernational Journal of Business
and Managementol. 4, No.6.

Rehman, H.U., & Saima, A. (2008). An empirical aiséd of the determinants of bank

selection in Pakistams customer viewPakistan economic and social reviewolume46, No. 2.

Salih,T., Mustafa,P. and Ceyhun, K. (2011). “Bamkestion criteria in the banking industry”: An emipal
investigation from customers in Romanian citiesiésn, Journal of Business Management Vol. 5(14),
pp. 551-558

Sanyang, L. (2009Bank Strategic Positioning and Factors for BankeSgbn: A case of the Gambia, a Master
thesis, M ing Chuan University. Schram, J. (1981w Student Choose their Banks: US Banker, 130,
78.

Senyilcel E. M .S (n.d.)Bank Selection Criteria in the Cypriot Banking lsthy: Eastern Mediterranean
University Famagusta, Turkish Republic of North@yprus via M ersi n 10, Turkey.

Syed, A. M., & Guruswamy, D. (2007). Customer prefices for retail banking services in Ethiopia:hwit
special reference to retail banks in Mekelle City.

Sofia, L.,Seid,A. and Yimam.H. (2005). Dashen Baslkan Information Infrastructure

Vijay, B. R. M., & Tewdros, S. A. (November 201B-Business: Application of software and technolagy
selected Ethiopian banks: Issues and challengd€sl International Journal of Computer Scienceuess
Vol. 8, Issue 6, No. 1.pp.25-28

64



Research Journal of Finance and Accounting www.iiste.org
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) “-,i,l
\Vol.5, No.21, 2014 IIS E

Appendix
Model Fitness Information
Model [Model Fitting CriterijLikelihood Ratio Tes{s

-2 Log Likelihood |Chi-Square |df [Sig.

Intercept Onl}606.302
Final 189.783 416.519 72].000

Pseudo R-Square
Cox and Sng].884

Nagelkerk: [.921
McFadden |.67(

Table 4.1: Multinomial Regression Result
Parameter Estimates

bank selection decision B Std. Error Wald [df [Sig. [Exp(B) 95% Confidence Interval f
Exp(B)
Lower Bound [Upper Bound
CBE
Intercept -37.936 [3478.321 |000 |1 ]991
[ng%”d'y or pleasing manner} 5 568 323 5180 |1 |023 | 005 5319005 480
[Others recommendation] -2.449 [1.709 2.055 [1 [152 086 .003 2.459
12717488.893
[ATM service ] 9.763 3.365 8.417 1 |004 [1.7374 23.749

[Number of counter windows ]J12.115 |254.583 |.002 [1 [962 [182604.416[3.628E-212 [9.191E+221

CBE
[Bank speed ] 22.285 [129.453 |030 |1 |863 [4765928 |3075E-101 [7.387E+119
[Service quality of bank] -5.173  [4.220 1.503 |1 |220 |006 1.450E-006 22.145
gzrf;ﬁg”ear:];‘:?earame & st 936 [1782 714 1 |oog |03 002 1.746
[Bank safety of funds] 11.030 [3466.574 |000 |1 ]997 [61681.334 |.000 <
[Secure feeling of the bank] }-8.163 [3.549 5.290 [1 021 [.000 2.71007 .299
[Good reception at bank] 2.179 [2.572 718 |1 |[397 [8.841 .057 1368.050
[Proximity of the bank ] 4.994 [2.404 4314 [1 |038 [1.312 6.08 .755
[Availability of branches | 1.523 [0.804 3.591 [1 [0.058 [4.584 0.949 22.141
[Availability of Parking space] |1-974  [1-635 1.458 |1 |227 [7.196 292 177.210
[long operating hours ] 4.336  [1.856 5.458 [1 019 [7.6437 2.011 2905.496
[Low service charge ] .629 1.612 152 |1 |.697 [1.875 .080 44.173
[Low interest rate ] 1.721  [2.047 707 |1 |401 [5.590 101 309.055
[High interest rate | -2.328 [2.123 1.202 1 |273 098 .002 6.253
[Bank total asset or size ] 2.388 1.784 1.791 |1 [181 [10.891 .330 359.755
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DASHEN BANK

Intercept -6.542 [1742.412 |.000 .997
[s'igf?’]‘d'y or pleasing manner| , a5 | 655 |1.828 176 [107 004 2.734
Dashen [Others recommendation ] -3.199 [1.668 3.677 .054 041 .002 1.074
bank [ATM service ] 6.228 2.380 6.850 .009 5.0692 4.778 53779.548
[Number of counter windows ]§12.879 [265.945 [.002 1961  |392041.83 |1.662E-221 [9.250E+231
[Bank speed ] 10.359 |2.783 13.852 .000 |3.1144 134.812 7378406.407
[Service quality of bank] 2.546 1.163 4.79 .029 |2.007 .008 .766
.. 12.816 1.507 3.489 .062 |1.6706 .870 320.618
[External appearance & sitti
arrangement ]
[Bank safety of funds] -11.016 [1721.996 |.000 .995 |1.643E-005).000
[Secure feeling of the bank ] |4 494 3305  |1.849 174 |o11 1.720E-005 [7.268
[FGood reception atbankl | n79  }1973  [209 584 [2.941 062 140.529
[Proximity of the bank] 4.084 2.256 3.275 .070 ]1.700 .000 1.403
[Availability of branches] 9.405 340.201 [.001 .978 |12149.859 [3.199E-286 [4.614E+293
[Availability of parking space] J1.986  |1.482 1.795 .180 [7.285 .399 133.093
[long operating hours] 1.816 ]1.585 1.313 .252  [6.146 .275 137.258
[Low service charge] 1.233 1.439 . 734 1392  [3.431 .204 57.557
[Low interest rate] 3.243 1.870 3.009 .083  |2.5612 .656 999.536
[High interest rate] -2.570 |[1.722 2.228 1136 |.077 .003 2.236
[Bank total asset or size] 2.111 1.617 1.704 .192  8.255 .347 196.422
ABYSSINIA BANK
Intercept -3.846 [3.358 1.311 .252
[S';gf?r]'d'y or pleasing manner| 3 55> |1 663 [3.368 066 047 002 1.231
1.256
[Others recommendation ] -3.098 [1.697 3.333 .068 |.045 .002
[ATM service ] 2.465 2.107 1.368 1242 111.760 .189 731.092
IAB
[Number of counter windows ]}-1.320 [3.043 .188 .664 [267 .001 103.953
[Bank speed ] 8.890 2.716 10.716 .001 |7257.782 |35.422 1487101.633
. . 8.114
[Service quality of bank] -4.090 [3.155 1.681 .195 017 3.454E-005
itti 7.1342
[External appearance & sitti) 565 |1 676 |6.485 011 2.673 1906.137
arrangement ]
[Bank safety of funds ] 2.200 |[.000 9.021 9.021 9.021
[Secure feeling of the bank] }-5.043 [3.015 2.798 .094 |.006 1.753E-005 |2.378
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[Good reception at the bank] |.405 1.921 .044 |1 |.833 [1.499 .035 64.748
- 1.160
[Proximity of the bank ] -4.237 |2.238 3.586 |1 058 [014 .000
[Availability of branches ] 10.743 [340.200 001 [1 |975 |46320.410 [1.222E-285 |1.756E+294
[Availability of parking
space=.00] 3.105 [1.452 4573 |1 032 [2.2313 1.296 384.146
[long operating hours] 1.337 1.600 .699 |1 [403 [3.809 .166 87.639
[Low service charge] 1.161 |1.473 621 |1 [431 [3.192 178 57.263
[Low interest rate] 4.406  [1.900 5.377 |1 020 [8.1963 1.978 3397.194
[High interest rate] -3.530 [1.895 3.473 |1 |062 [.029 .001 1.201
[Bank total asset or size] 3.114 [1.571 3.929 |1 047 [2.2511 1.035 489.465
WEGAGEN BANK -14.965 |198.501 |[006 |1 |940
Intercept
[S'f;'f?’]‘d'y or pleasing mannery s 155 |1 633 3670 |1 054 | 044 002 1.075
[Others recommendation ] -2.356 [1.613 2.133 [1 |144 |.095 .004 2.238
[ATM service ] 16.353 ]198.480 |007 [1 ]934 |1265392 [1.432E-162 |1.118E+176
[Number of counter windows] |2.194  [3.701 351 |1 |553 [8.969 .006 12671.100
[Bank speed ] 6.499 |2.602 6.239 [1 ]012 [6.6596 .052 108964.889
[Service quality of bank] -3.065 [1.144 7.182 |1 |.007 |1.045 .005 .439
[External appearance & sittin]
arrangement | 1.135 .1.228 | .855 ..355 3111 .281
34.506
\Wegage
bank [Bank safety of funds ] 4.956  [.000 . 1 | 141.977 [141.977 141.977
[Secure feeling of the bank] }6.126 [3.176 3.719 [1 054 |.002 4.323E-006 [1.105
[Good reception at the bank] [-.491 1.995 .060 |1 |806 [612 .012 30.549
[Proximity of the bank ] -7.482 |2.529 8.752 |1 |.003 [.001 3.959E-006 |[.080
[Availability of branches] 13.785 [340.199 |002 1 ]968 [970125.79 [2.563E-284 [3.672E+295
187.292
[Availability of parking space] 1.432 2.873 [1 |.090
2.427 11.322 .684
. .868
[long operating hours] .234 1.404 .028 |1 1.263 .081 19.805
[Low service charge] -.417 1.325 .099 |1 |[753 |.659 .049 8.841
3.336  [1.852 3.245 |1 |072 [2.811 746 1059.439
[Low interest rate ]
[High interest rate] -.956 1.657 333 |1 |564 |384 .015 9.898
[Bank total asset or size] 2.817 [1.601 3.095 |1 [079 |1.673 725 385.888

a. The reference category is: United Bank.
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