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ABSTRACT 

The study features an empirical analysis on criteria employed by graduating students in Addis 

Ababa University towards their bank selection decision. A total of 400 graduating students of 

Addis Ababa University participated as a sample for the research. Primary sources of survey 

data were used collected through self-administered questionnaires using a non-probability 

convenience sampling technique. Data was analyzed using descriptive statistics, regressions 

processed by Statistical Package for Social Science (SPSS) version 24.0. The result showed that 

the convenience, Number of branch and ATM, Bank reputation, and E-Banking are found to be a 

significant factor for students’ bank selection decision. On the other hand, the regression model 

revealed that third party influence has insignificant effect on bank selection decision. The paper 

recommends for Bank management to be aware that, factors influencing bank selection decision 

differ from one segment to another. The study also recommends banks to consider more number 

of branch and ATM easily accessible in campus, home, and work place with extended operation 

hours and functional ATMs and offer electronic banking services.  

Key words: Influencing factors, Bank selection Decision, Banks, Ethiopia 
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CHAPTER ONE 

1. INTRODUCTION 

 

1.1 Chapter overview 

This chapter introduces the context of the research on the factors influencing bank selection 

decision among graduating students of Addis Ababa University. This chapter of the study is 

divided into seven sections. The first section deals with background information and followed by 

problem statements, objectives of the study, hypothesis formulation, significance of the study, 

scope and limitation of the study, and finally organization of the research paper respectively. 

1.2 Background of the study 

Banks play the most important role in financial institutions in a modern economy. They perform 

some very important functions for society and in this process extensively influence the level of 

economic doings, the distribution of income and the level of prices in a country. Because of that 

with increasing competitiveness in the banking industry, and likeness of services offered by 

banks, it has become ever more important that banks identify the factors that will determine the 

base upon which customers decide between providers of financial services (Almossawi, 2001). 

Extant literatures have addressed the issue of how customers select banks dominantly in 

developed countries. However, this study is focusing on university graduating students‟ bank 

selection factors and their perceptions of innovative banking products. 

Understanding the nature of the business environment coupled with the fact that customers have 

become more demanding and highly sophisticated, it has become imperative for financial 

institutions especially banks to attract and retain customers. This is critical in determining the 

ability of banks to survive in this contemporary high competitive business environment. Efforts 

aimed at exploring information on the basis upon which customers choose between providers of 

financial services will help banks to identify the appropriate marketing strategies needed to 

attract new customers and retain existing ones (Kaynak and Kucukemiroglu, 1992).  

Sharma and Rao (2010) point out that one promising segment, which has not been given enough 

attention, is the younger age group especially university students. University students are usually 
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first time account holders and if nurtured properly, could evolve into profitable retail clients to 

banks in the future (Hinson, Dasah and Owusu-Frimpong, 2009). The younger age group, 

especially university students can constitute future lucrative market for banks and other financial 

institutions. The question now is what then influences the student‟s choice of a particular bank? 

And what are the important factors considered by university student in bank selection? 

A bank that attracts young adults as customers will have life-time customers if these customers 

remain satisfied. In line with this, the study‟s focus is limited to the bank selection decisions of 

graduating students of Addis Ababa University in Ethiopia. This crucial and potentially 

profitable customer segment presents an excellent opportunity for financial institutions in a 

variety of ways as noted by Almossawi (2011).No known study has investigated the 

determinants of bank selection decision by university students in Ethiopia. This study seeks to 

fill the gap. The variations on the perception of choices with regard to factors will provide a 

useful insight to banks when selecting their marketing strategies. 

As a result, these factors necessitate context-specific studies to understand current factors that 

determine University students‟ bank selection criteria. Accordingly, the present study seeks to 

identify factors that determine bank selection by the fast emerging graduating student bank 

customers in Addis Ababa University. The justification for the present study is grounded on the 

following arguments: first, the growth in university students and specially, the graduating student 

banking market is phenomenal, nearer to surpassing the under graduating. Second, unlike before, 

virtually all the financial relations between universities and students are now conducted through 

the banking system, which necessitates deeper insight into the nature of this bank customer 

segment. Third, with the widespread of ATM and the requirement that small withdrawals from 

the bank must be done through the ATM, students have no option that to become bank 

customers. Evidently, these unfolding scenarios require appropriate strategic response by the 

Ethiopian banks to understand key factors graduating students consider in selecting a bank.  

1.3 Statement of the problem  

The health of every economy is closely depends on soundness of their financial system and 

Banking sector plays an important role in financial system. The bank is having effective role in 

economic development of country. In a modern and competitive atmosphere also affect the banks 
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to adopt new technologies and improve their service quality. Each type of banks is providing 

varied services to attract the customers as it is considered as important assets. Today‟s most 

important of any business are to attract new and retain the existing customer in a highly 

competitive environment. Service organization might be able to effectively attract and retain 

customer. It is also crucial to understand what is valuable for them and how the customers make 

decisions (Govind M. Dhinaiya, 2016) 

A lot of studies have been conducted in analyzing factors that affect customer preference in 

choosing banks. Notable among them were: Omo Aregbeyen (2011) in Nigeria; Mersid Poturak, 

(2008) in Bosnia and Herzegovia, et al (2010) in India; Mokhlis et al. (2008) who examined the 

determinants of bank selection criterion in Malaysia using undergraduate students; Mokhlis 

(2009) analyzed gender-based choice decisions; Almossawi (2001) observed a study in Bahrain 

using college students ; Mylonakis (2007) also examined Greek customer preferences in the 

home loans; Anthony Abbam et al (2015) in Ghana on university student preference also on why 

and how they select a particular bank and all have contributed significantly to the literature on 

bank selection. A set of determinant factors that have a significant role in bank selection in one 

nation may be insignificant in another due to cultural difference, economic situation, customer 

perceptions, geographical location, rules of the country, and environments.  

The growing competitions in the industry pushes the banks expand their reaches to potential 

clients. As a result, understanding the factors that influences bank selection decision has become 

more important and commercial banks need to identify these factors as an essential move in their 

effort to attracting new potential customer and maintaining the existing ones. Particularly, the 

current literature has given much consideration and attention to investigate bank selection criteria 

from different segments (Yue and Tom, 1995). 

However, Ethiopian commercial banks should prepare for the inevitable stiff competition that 

will arise from local and with the eminent future entrant of foreign banks that may be opened as 

part of journey towards accession to the World Trade Organization (WTO).Many transition 

countries allowed foreign bank entry for the last two decade as result of agreement made on the 

WTO. As numerous studies identified, benefit of foreign banks operation in those countries has 

outweighed the risks. Ethiopia also applied for the WTO membership and the liberalization 

process becomes one of the questions raised by member countries. So, soon or later the openness 
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of the financial sector will become inevitable, under the condition that, the countries long and 

strong desire to be a member (Abreham Amanuel, 2008). 

Despite all the above facts, a few related studies are conducted by Ethiopian researchers on 

factors most influence Bank selection decision among bank customers citizens in different cities 

by (Dawit T., 2013; Agarwal P., 2017; Tilahun A. and Gedifew A., 2014; and Goitom, 2011). 

Many studies on this topic area conducted in developed and emerging countries. Though such 

studies have contributed to the literature on bank Selection, some of their findings may not be 

very applicable to other countries like Ethiopia, and a set of determinant factors that have a 

significant role in bank selection in one nation may prove to be insignificant in another due to 

differences in cultural difference, economic situation, customer perceptions, geographical 

location, rules of the country, and environments.  

Therefore, current empirical study seeks to address the problem by providing information about 

the factors influencing bank selection decision by examining the potential segment that is 

university student customers, and replicating the existing in the Ethiopian context by formulating 

a model which help banking policies determine effectively future marketing strategy. 

1.4 General objectives of the study 

The general objective of this study is to identify factors that influence Bank selection decision by 

post graduating students-customers. Specifically to analyze effects of various factors that 

influence on Banks selection decision. 

1.5 Specific objectives  

 To analyze the effect of convenience on Bank selection decision; 

 To analyze the effect of Number of branch on Bank selection decision; 

 To analyze the effect of third party influence on Bank selection decision; 

 To analyze the effect of Bank reputation on Bank selection decision; and 

 To analyze the effect of availability of E-Banking on Bank selection decision. 

1.6 Hypothesis formulation 

1.6.1 Hypothesis formulation 
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In order to meet the research objectives and fill the gap, the following hypothesis formulated 

based on the preliminary review of existing literatures of Mokhlis, 2009; Almossawi, (2001), 

Bushra Zulfiqar et al. (2014) and Tilahun Aemiro et al (2014).  

HYPOTHESIS I 

 H1: Convenience has a significant effect on Bank selection decision 

HYPOTHESIS II 

 H1: Number of Branch has significant effect on Bank selection decision 

HYPOTHESIS III 

 H1: Third party influence has significant effect on Bank selection decision 

HYPOTHESIS IV 

 H1: Bank reputation has significant effect on Bank selection decision 

HYPOTHESIS V 

 H1: E-Banking has significant effect on Bank selection decision 

1.7 Significance of the study 

This research project will have advantage of knowing which factors are highly influencing in 

bank selection decision so that Banks will improve attributes to their services. By extending the 

analysis among different emerging and segment of students, the study brings new input in 

banking service strategy for banks‟ management to fully understand student preferences and 

product selection process and effectively use that knowledge in devising business-level strategies 

to increase the profitability of the organization.  When bankers know more about customer 

behavior it will help the banks in their management planning and indirectly enhance customer 

base by attracting customers from its competitors and overcome the problem of depositors 

switching to others bank. It is not only important for bank itself and customers, but also 

significantly for the policy makers. In addition to this, the study will help researchers in gaining 

insight about current status of university student banking services in Ethiopia and points problem 

areas that need further investigation and possible solution. This study will also have a valuable 

significance for those who will conduct research on similar topics. 

1.8 Scope and limitation of the study  

The survey was conducted only confined to Addis Ababa University graduating students of 

regular and extension program to evaluate the criteria employed by the students for bank 
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selection decision during 2017/18 academic year. The results may vary if research is conducted 

in other customer segment of customer and in other parts of Ethiopia. And further, if the study is 

conducted taking all the students including under graduating students and if the survey is 

conducted in whole Ethiopia result may substantially vary. As the research will be conducted in 

metropolitan city area result may not be the same if the survey is conducted in semi urban 

regional area.  

Addis Ababa University graduating student population is selected since they are a potential 

market segment and most graduating students are already employed students, they use several 

banking services. 

1.9 Organization of the study 

The research paper has five chapters. Chapter one presents the background of study, statement of 

problem, research objectives, research question, hypothesis and significance of study. The 

second chapter overviews the relevant prior literatures. The third chapter deals with the research 

methodology, which includes the research approach used, methods adopted, population & 

samples, questionnaire design, research stages and data analysis techniques used. Chapter Four 

contains result and data analysis that collected from the relevant methods from previous chapter 

to carry out the findings and results. Lastly, Chapter Five will conclude and sum up all the major 

findings in this research. 
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CHAPTER TWO 

2 LITERATURES REVIEW 

The chapter reviews various views and perspectives of different scholars, which are based on the 

research objectives. The chapter begins with by theoretical orientation followed by empirical 

review on the factors influencing bank selection decision. The concept and definition of bank 

selection factors has been undertaken leading to the research gap and a conceptual framework, 

which is proposed to guide the study.  

2.1 Theoretical Literature 

2.1.1Rational choice theory and competition theory 

The relevant theoretical expositions underpinning the study are the rational choice theory and 

competition theory. The rational choice theory provides useful insights on the choice or selection 

behavior of individual customer, while the competition theory explains how firms try to win 

customers patronage and loyalty through service excellence, meeting customers‟ needs and 

providing innovative products. The choice theory otherwise referred to as rational choice theory 

or rational action theory is a framework for understanding and often formally modeling social 

and economic behavior. Rationality, which basically expresses the idea of wanting more rather 

than less of a good, is widely used as an assumption of the behavior of individuals in 

microeconomic models (Aregbeyen, 2011). 

In rational choice theory, individuals are seen as motivated by the wants or goals that express 

their 'preferences'. They act within specific, given constraints and on the basis of the information 

that they have about the conditions under which they are acting. At its simplest, the relationship 

between preferences and constraints can be seen in the purely technical terms of the relationship 

of a means to an end. As it is not possible for individuals to achieve all of the various things that 

they want, they must also make choices in relation to both their goals and the means for attaining 

these goals. Rational choice theory holds that individuals must anticipate the outcomes of 

alternative courses of action and calculate that which will be best for them. Rational individuals 

choose the alternative that is likely to give them the greatest satisfaction (Scott, 2000).  
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Rational decision making entails choosing an action given one's preferences, the actions one 

could take, and expectations about the outcomes of those actions. The validity of rational 

decision making is rooted in two complementary assumptions namely completeness and 

transitivity. Completeness requires that all actions of the individual can be ranked in an order of 

preference (indifference between two or more is possible), while transitivity is a condition that if 

choice A is preferred to B, and action B is preferred to C, then A is preferred to C. Together these 

assumptions form the result that given a set of exhaustive and exclusive actions to choose from, 

an individual can rank them in terms of his preferences, and that his preferences are consistent. 

Competition in economics is best described as the existence within a market for some good or 

service of a sufficient number of buyers and sellers such that no single market participant has 

enough influence to determine the going price of the good or service (Aregbeyen, 2011). 

Competition occurs when two or more organizations act independently to supply their products 

to the same group of consumers. Direct competition exists where organizations produce similar 

products that appeal to the same group of consumers. Indirect competition exists when different 

firms make or sell items which although not in head to head competition still compete for the 

same money in the customers pocket. Both direct and indirect competition cause commercial 

firms to develop new products, and services and technologies, which would give consumers 

greater selection and better products (Aregbeyen, 2011). 

2.1.2 The Consumer Behavior Theory  

2.1.2.1 Meaning and Importance of Consumer Behavior  

Consumer behavior refers to the buying behavior of final consumers. It is the behavior that 

consumers display when searching for, when purchasing, using, evaluating, disposing the 

product or the idea that they have for the commodity and if it will satisfy their need.   

The study of consumer behavior therefore seeks to understand how the consumers make 

decisions on how to spend their available resources in regard to purchase (Kotler, 2006).  

Consumer behavior is of importance to the marketers as it helps them understand why and how 

individuals make decisions so that they can make better marketing decisions to have a great 

competitive advantage at the market place (Armstrong, 2006).  
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Consumers make many buying decisions every day. Most large companies‟ research consumer 

buying decisions deeply with an aim to find answers to questions such as what consumers buy, 

where they buy, how and how much they buy, when they buy, and why they buy and how they 

dispose what they have bought and don‟t need . The central question for marketers is: How do 

consumers respond to various marketing efforts the bank might use? The starting point is the 

stimulus-response model of buyer behavior (Kotler, 2006).  

This model shows that marketing and other stimuli enter the consumer‟s mind and stimulate 

certain responses. Therefore, marketers must figure out what is in the buyer‟s black box (mind).  

The black box model assumes that observable behavior is the only valid object of study and that 

psychological constructs are part of an impenetrable box which should not be opened. Marketing 

stimuli consist of the product, price, place, and promotion. Other stimuli include major forces 

and events in the buyer‟s environment such as economic, technological, political and socio 

cultural factors. All these inputs enter the buyer‟s black box, where they are turned into a set of 

observable buyer responses such as product choice, brand choice, dealer choice, purchase timing, 

and purchase amount (Kotler, 2006).  

The marketer wants to understand how the stimuli are changed into responses inside the 

consumer black box. The first part includes the buyers‟ characteristics that influence how he/she 

perceives and reacts to stimuli. The other part includes the buyers‟ decision process (Gary 

Armstrong, 2006). 

Marketing and other Stimuli 

Marketing Other 

Product 

Price 

Economic 

Technological 

 

Buyer’s Black box 

Buyer‟s characteristics 

 

Buyer‟s decision 

Process 
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Buyer’s Response 

Product choice 

Brand choice 

Dealer choice 

 

Source: (Kotler, 2006) 

Zainabu Msangi (2015) posits that consumer behavior is not only influenced by external factors 

as financial benefits, but also by attitudes and expectations. These attitudes and expectations are 

constantly changing in response to a continuous flow of events, information and personal 

experiences. Customer behavior is the process individuals or groups go through to select, 

purchase, use and dispose of goods, services, ideas or experiences to satisfy their needs and 

desires (Sells, n.d.). Consumer behavior is not only influenced by external factors, but also by 

their attitudes and expectations.  

2.1.2.2 Steps in the Customer Decision Process 

Researchers realized that decision makers actually possess a set of approaches ranging from 

painstaking analysis to pure whim, depending on the importance of what they are utilizing and 

how much effort the person is willing to put into the decision.(Goitom W/Mariam, 2011) 

Fig.2.1 The customer decision making process 
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Source: Goitom W/Mariam (2011) 

2.1.2.3 Influences on Customer Decisions  

Apart from understanding the procedure of the customer decision-making process, industries also 

try to determine what influences in customer‟s lives affect this process. There are two main 

categories: internal and external (situational and social influences) Service giving organizations 

know that one customer‟s ideal treatment can be quite different from that of another customer. 

You may think the ideal treatment is a vigorous internet banking, while your best friend dreams 

of a typical fast customer service and your father is set on having a friendliness of the staff in the 

organization. Some of these differences are due to the way in which customers internalize 

information about the outside world such as perception, exposure, attention and interpretation. 

A number of different factors in customer‟s lives influence the consumer decision making 

process. Organizations need to understand these influences and which ones are important in the 

exploit process to make effective marketing decisions. 

 

 

Problem recognition 

Information search 

Evaluations of options 

Service choice 

Post-use evaluation 
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Fig.2 Influences on decision making 

 

Source: Goitom W/Mariam (2011) 

 Internal Influence 

Perception: Perception is how we consciously and subconsciously process information. It is how 

we view the world around us. But it is also how we view ourselves. Self-perception plays a large 

role in customer purchase decisions. Each and every personal has a “perceptual filter” that is 

unique to them. In order to effectively influence a customer‟s purchase decision, you as a 

marketer, must learn how to position yourself in such a way so that you are filtered appropriately 

through a customer‟s perception. The simplest way to do this is to make it very known how your 

product/service will provide a solution to your customer‟s problems.  

Education: A person‟s knowledge undoubtedly influences their purchasing decisions. 

Knowledge is the sum of all the education and experience owned by a person. As a marketer, the 

key to obtaining new customers and retaining old ones is getting people to be open minded and 
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Situational Influences 

-Physical Environment 

-Time 

Social Influences 

-Culture 

- sub culture 

-Social class 

-Group membership 

Decision 
Process 
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to accept new information about your product. This can often be a tricky task, and again is why 

proper positioning is critical. 

 Self-Construction: Also known as self-concept or self-perception; this is how people assess 

themselves. It includes an assessment of their personality, physical attributes, lifestyle, hobbies, 

skills, talents, etc. People often make purchases to support their self-construction, and will rarely; 

if ever make a purchase that contradicts their self-perception (How often do you see a vegan at a 

butcher shop?). As a marketer, if you can see how a customer perceives himself or herself, then 

you will have a great advantage if you are able to position your product/service in a manner that 

supports their self-concept.  

Motivation: Motivation is a huge internal influence when it comes to a customers purchase 

decision-making process. If somebody is motivated to achieve something, they will often 

encounter a problem along the way, and will seek solutions in order to accomplish what it is they 

are set out to do. For example, say you are motivated to get fit. Great! That‟s fantastic! Now 

what? Well, you need some sort of a solution. You could join a health club, invest in a personal 

trainer, purchase a kettle bell, etc. There are a variety of possible solutions, and depending on 

your level of motivation, some may be more enticing than others. However, do not confuse 

motivation with involvement, which is about how much effort a customer puts into making a 

decision. Again, as a marketer, you will have a greater advantage if you can find out what is 

motivating your customers.  

Role in society: A customer often makes purchases to support their perceived role in society. A 

person‟s roles may also vary, as their role in their personal life may be quite different than their 

role in the workplace. Figure out what role your customer plays and figure out how your 

product/service can be of a benefit to it.  

External Influences:  

Culture: No external influence has as much of a profound impact on a person‟s purchasing 

decisions than their culture. People often share beliefs, attitudes, and behaviors. And that is 

exactly what culture is; the shared behavior between the members of a society. If you want to 
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know your customer, then it would be a considerably wise decision to first try and understand 

their culture.  

Social Class: This may be financial, educational, or occupational. Depending on what social 

class a potential customer belongs to, will greatly influence their purchase decisions. It makes 

sense doesn‟t it? A vagrant, living under the I-95 overpass, will probably not be making a 

Lamborghini purchase decision anytime soon. 

Social/professional groups: Similar to culture but on a smaller scale. These are the groups that 

people often feel the need to associate, or even disassociate themselves with. Understanding the 

group(s) that your customer belongs to crucial for a marketer‟s success. 

Situational influences on customers’ decisions: these factors can affect what, where and how 

customers utilize their choices from different organizations. It is no secret that people‟s moods 

and behaviors are strongly influenced by their physical surroundings such as advertizing. There 

is one motto by the advertising archives: “As customers are exposed to more and more 

advertising, advertisers must work harder than ever to get their attention”. 

In addition to the physical environment, time is another situational factor. Organizations know 

that the time of day and how much time one has to make a utilize affect decision making. Time is 

one of consumers‟ most limited resources. We talk about “making time‟ or “spending time‟, and 

are frequently reminded that “time is money‟. They should provide fast service for their 

customers. 

 2.2 Empirical Literature 

2.2.1 Cross country Study 

This section briefly reviews empirical studies conducted on factors that significantly determine 

bank selection decision across countries. 

2.2.1.1 Developed countries 
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Kaufman (1967) investigated the determinant factors used in bank selection decisions by 

customers and business firms in the USA. He found that the most influential factors reported by 

households were convenient location to home or place of business. The study of Schram (1991) 

reports convenience of location; family tradition; and widespread ATM network. A more recent 

study by Pass (2006) surveyed the views of 373 students from four community colleges and 

universities located in a large metropolitan area of the Western United States to find out what are 

the most important criteria that were used in bank selection decision process. Pricing and 

convenience were found to be the principal reasons for selecting a new bank. Recommendations 

by friends and families have been found to be a major factor in customers‟ choice of bank. 

Anderson et al (1976) found out that in the United States recommendation by friends was the 

criteria in bank selection. Kazeh and Decker (1993) studied the opinions of 209 university 

students in Maryland, USA to obtain information about the determinants of customer‟s bank 

selection decisions. Overall, reputation was the second highest ranked determinant. Shevlin and 

Graeber (2001) explored the various factor the influence a customer in choosing a particular 

bank in Texas, USA. They pointed out that ATM (Automatic Teller Machine) was the primary 

reason for a customer choice for a bank and further branch visit and referral from friends and 

relatives are most prevalent sources of influence. 

In Canada Laroche, Rosenblatt and Manning (1986) conducted a survey and convenience of 

location, was one of the major factors which consumers perceived as important in their selection 

of a bank. 

Lewis (1982) conducted a research on banking behavior among British students. A total sample 

of 716 students in 11 universities and colleges in England were surveyed for the study. 

Convenience of location to college and parental advice and influence were the predominant 

factors that were considered by students. A study by Thwaites and Vere (1995), conducted in a 

Britain, showed that nearness of an ATM to university, free banking service and overall student 

offer were the most important selection criteria employed by college students in choosing which 

banks to patronize. In another study conducted by Tank and Tyler (2005), it was found that UK 

students placed greater importance on factors such as recommendations, reputation/image, level 

of interest rates, free cash incentives, and ease of account opening, in choosing a bank. Also of 
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particular interest was that convenience factors, such as larger ATM network, proximity of 

branch and ATM to home/university, were all given low importance ratings. 

In a study by Poh (2001) which sampled Singapore‟s university and polytechnic students, found 

that factors relating to widespread ATMs and speed of service were of the most important 

criteria affecting their bank selection. Criteria relating to third party influences were found to be 

so unimportant during the pilot test and therefore were excluded from the actual study (Poh in 

Gerard and Cunningham, 2001).In earlier study, Huu and Kar (2000) in Singapore pointed out 

locational convenience as the key factor influencing undergrads‟ bank selection. 

A total of 248 bank customers responded to the bank selection instrument in two main cities of 

Romania: Bucharest and Constanta.“The number of ATM (automatic teller machines) booths” 

has been found to be the most important selection criteria for bank customers from Romania. 

This study has also shown that providing extensive ATM services, availability of telephone and 

internet banking, giving personal attention to customers, reputation and image of the banks, 

confidentiality of the bank for customer records, appearance of staff to be presentable and the 

number of branch offices around the country are all the most important factors that Romanian 

people give attention to. The results of this study have also shown that Romanian people give 

little attention to mass media advertisement, fast and efficient service and recommendation by 

other people in their environment. Finally, bank selection criteria statistically differ across cities 

in Romania. This shows that people in different cities have different preferences of bank 

selection criteria in Romania. 

Thwaites et al. (1997) corroborated the findings of some previous studies in their New Zealand 

study whereby they reported that fast and efficient service, friendly, and helpful staff, and 

reputation of the bank are the key factors influencing bank selection among undergraduate 

students. 

In another European study that sampled 300 undergraduate students in Bosnia, Cicic et al. (2004) 

reported five key factors that influence 300 undergraduate students‟ bank selection, which 

include reception at the bank, friendliness of bank personnel, low service charges, ease of 

opening a current account, and confidence in bank management. 
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2.2.1.2 Emerging countries 

Mokhlis et al (2008), in a study which sampled undergraduate students of Universiti Malaysia 

Terengganu, found that secure feelings, ATM service and financial benefits were of the most 

important criteria affecting their bank selection. 

Hafeezur and Saima (2008) investigated 358 customers of private, privatized and nationalized 

banks in Pakistan to find out the determinants of bank selection. The findings of their study 

revealed that the most important variables influencing customer choice are customer services 

followed by convenience. Similarly in the city of Lahore in Pakistan, Rehman and Ahmed (2008) 

found that the second most important variable influencing customer choice in selecting a bank 

was convenience. According to Mokhlis (2009), people influences and recommendations are also 

among the important factors in selecting a bank for both male and female customers. 

Additionally, study was conducted to identify the factors that influence the bank selection 

decision of the undergraduate students of Pakistan, by Sarwar, and Mubeen,(2012)with a sample 

size of (500 respondent) were selected and data was collected from them through questionnaire. 

This study identifies the student‟s bank selection decision and results give a point where bank 

marketing staff should place his attention to attract and retain that market segment. The study 

found that most important factor that influences the decision making of bank selection of 

undergraduate students are is “Marketing”, “People Influence”, “Personnel” and “Attractiveness” 

of the bank building. 

Rao and Sharma (2010) studied bank selection criteria being employed by MBA students in 

India. Data were collected form 312 students who have a bank account thorough questionnaire. 

Findings reveal that reliability is the most important factor in choosing a bank among students. 

Other significant factors are the responsiveness, value added services and convenience 

respectively. Additionally, by Kamakodi and Khan (2008) surveyed and obtained responses from 

292 banks customers in India on the factors that influence the bank selection decisions. The top 

10 parameters based on importance are found as Safety of Funds, secured ATMs, ATMs 

availability, reputation, personal attention, pleasing manners, confidentiality, closeness to work, 

timely service and friendly staff willing to work. 
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A study conducted by Katircioglu et al. (2011) investigates the bank selection criteria of 

undergraduate students who are future potential customers of banks from different regions of the 

world in a small island economy. They found that availability and convenient location of ATM 

services and speed and quality of services are the most important factors for considering banks 

and their services for both Turkish and non- Turkish undergraduate students. 

In the study selection factors used by Hong Kong consumers in choosing domestic and foreign 

banks to find the importance Kayanak and Kucukemiroglu (1992) found that convenient location 

ranked first among the other factors. 

2.2.1.3 Developing countries 

Middle East  

A study in Bahrain by Almossawi (2001) focused on examining the bank selection criteria being 

employed by college students. He used 1,000sample students from University of Bahrain. His 

findings reveal that the chief factor determining college students' bank selection is the bank's 

reputation. Additionally, this study finds that recommendations of friends and recommendations 

of relatives are of relevance despite the fact that young people prefer to act independently. 

The study focuses on examining the bank selection attributes utilized by university student-

customers in Dubai by Shirin KHaitbaeva, et al. (2014) result indicate that three premier factors 

influencing student-customers‟ bank preference are service charge, proximity to location and 

ATM, and convenience. 

Sub-Sahara Africa 

Few Sub-Sahara African studies have also been reported, in a study by Owusu-Frimpong (1999) 

conducted a survey on patronage behavior of bank customers using an informal telephone 

interview with six senior bank managers. Findings from 225 respondents discovered that 

convenient location is the most important attribute determining the image of the banks for their 

selection. Furthermore, by Hinson, Owusu Frimpong and Dasah (2009), the importance of bank 

selection criteria was investigated. Data were collected from 2000 customers of 22 retail banks in 
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Ghana. Results show that proximity is the most important factor from customers' view and 

recommendation by friends (word of mouth marketing) is least important factor. 

In another western country in Nigeria by Omo Argebeyen (2011)a total of 1750 respondents 

from six most metropolitan cities across the six geo-political zones and the FCT were sampled. 

Their responses on the importance of 25 different factors while choosing a deposit bank were 

sought and analyzed. The findings of the study reveal that the safety of funds and the availability 

of technology based service(s) are the major reasons for customers‟ choice of banks. While other 

factors received less rating, however, this does not in any way imply that they are not important 

at all. Significant gender and age differences in the factors selection/preferences were observed. 

A Study conducted by Olawale Fatoki (2010) in South Africa to investigate the determinants of 

the choice of commercial banks by university students. University of Fort Hare (Alice campus) 

was the study area. With regard to the mean values the study, ease of opening a bank account, 

financial stability of the bank, and ATM location, are the most important factors.  

Austin Mwange (2017) determined the criteria which university students use in selecting 

commercial bank to establish the rank of importance of determinants of the choice of commercial 

banks by university students in Zambia. The sample area was University of Zambia. According 

to the findings, out of forty determinants of student bank selection criteria, the top ten in 

ascending order included the following: bank proximity to the university; recommendation by a 

friend; many tellers in bank; bank has a branch on campus; university uses the same bank; 

convenient location; reputation of the bank; staff courtesy; proximity to student‟s home, and 

innovative e-banking services. 

Ethiopia 

A few related studies also conducted by Ethiopian researchers on factors most influence Bank 

selection decision among bank customers citizens in different cities by. The study conducted in 

Arba Minch (Agarwal, 2017), Ethiopia with a sample size of 385 customers of any bank and 

systematic sampling was used for contacting the customers for collecting the responses from the 

customers. The result states that technology factors and social influence are a significant factor, 

while convenience factor has insignificant impact. 
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The other study on factors of customer‟s bank selection criteria of private commercial banks in 

Addis Ababa and how customers rank the factors based on their importance level to patronize 

banks revealed that the chief factors determining customers‟ bank selection are: “Convenience” 

“Reliability” and “Service provision” for the entire customers. On the reverse, the least three 

important factors of bank selection for customers are “Product Assortment” “Reputation” and 

“Recommendation from family and friends‟ Dawit T/ Ttsadik (2013). 

2.3.1 Factors influencing bank selection decision 

Bank selection decision refers to the decision-making process with how individuals decide on the 

establishment of a banking relationship with a particular bank. For the purpose of this research, 

bank selection decision refers to factors that are taken into account by Addis Ababa University 

students, when selecting a banking relationship. 

Many financial institution decision makers are finding it essential to obtain information from 

consumers concerning the degree to which various product characteristics are important and how 

they influence choice decisions. (Jantan, Kamaruddin & Hoe, 1998). 

Banks are the most important financial intermediaries on earth. Like any other enterprise, they 

build their strategy of survival and growth base on preference of their customers, which makes 

studies on bank selection criteria important irrespective of the type of customers, location and 

time. Studies on bank selection criteria applied by students in developed countries started in the 

60s and the demand for this kind of studies shifted towards developing countries from the last 

decade (Mamunur Rashid, 2012). 

Based on the above literatures the researcher developed that considers the most important 

dimensions of five explanatory variables that influence bank selection decision among Addis 

Ababa University graduating students for the empirical study, such as convenience, Number of 

Branch and ATM, Third party influence , Bank Reputation and E-Banking. (Almossawi, 2001) 

cited as a set of determinant factors that have a significant role in bank selection in one region 

may prove to be insignificant in another. 

2.3.2 Convenience 
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The first factors that influence for Bank selection is convenience. Convenience includes factors 

such as proximity of ATM location, proximity of branch locations, easy opening account and 

location being near to home, work and college.Bushra, Dr. Hafiz, Zeeshan, Farrukh and Shahbaz 

(2014) and Robert E., Aihie, and Abednego (2013) observed significance effect of convenience 

on Bank selection decision. There were other studies also to observe that convenience was a 

significant variable that influenced customers for Banks selection decision (Anthony, Ishmael, 

and Joy, 2015; Hafeez and Saima, 2008;Dawit, 2013).However, research conducted in Arba 

Minch Town by Agarwal P. (2017) discovered that convenience had an insignificant effect on 

Bank selection decision. 

2.3.3 Number of branch  

Some studies in the literature suggest that the number of ATM has been found to be the most 

important selection criteria for bank customers (Salih, Mustafa, and Ceyhun, 2011). Similarly the 

study by Tilahun and Gedifew (2014) revealed that the ATM service was important factor in 

banking selection decision criteria among Bahir Dar City Bank customers. 

Based on the study of (MohamadS., MohamadR., and Nur Khashima, 2013;Tilahun and 

Gedifew, 2014;and Ahmed A., 2011), availability of a large number of branches in different 

location was among the important factors in selecting a banks. Some other researchers also stated 

that a bank with more branch offices or ATM in the country the more likely will be selected by 

the citizen (Katircioglu, Tumer, and Kilinc, 2011). When the number of branch office is more it 

is more convenience for a customer do their transaction or deal with a bank. 

2.3.4 Third party influence  

Third party influence variable includes the recommendation by family, friend spouse and 

employer. Study conducted in Ghana by Abbam, Say, and Carsamer (2015) was found that one 

of the most important factors influencing customer choice of a bank are recommendation by 

parents and friends. In contrary to this, study conducted in Bahir Dar City Tilahun and Gedifew 

(2014) reveal others‟ recommendations was insignificant factor for Bank selection decision. In 

Ethiopia, public and private organizations including Banks obviously urge their employees to 

open Bank account where the employer uses for salary and other payment. 
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2.3.5 Bank Reputation  

Reputation has been described as a social identity, and an important and intangible resource that 

can significantly contribute to a firm's performance and its survival (Rao, 1994). Reputation is a 

key asset to firms as it is valuable, distinctive, difficult to duplicate, non-substitutable, and 

provides the firm with a sustainable competitive advantage (Wang et al., 2003) 

Based on a survey of 600 customers of private commercial banks (PCBs) and nationalized 

commercial banks (NCBs) located in the city of Rajshahi in Bangladesh(Siddique,2012), the 

findings reveal that image of the bank is one of the most important factors influencing customers 

for selecting a private commercial banks. A study conducted in Bahrain by Almossawi (2001) 

focused on examining the bank selection criteria being employed by college students revealed 

bank's reputation is chief factor that determine college students' bank selection decision. 

2.3.6 E-Banking 

The competition in banking industry has become fierce with the emergence of technology such 

as ATM and mobile banking electronic banking; consumers are expecting more demand for 

financial services (Hinson, Osarenkhoe and Okoe, 2013). 

Balance inquiry, cash withdrawal, transfer within same bank, statement printings are some of the 

major practice of E-banking in those banks that are providing the service to their customer. The 

different E-banking channels by which banks are using to provide these services to their 

customers are ATM, debit card, Internet banking and Mobile banking. 

2.4 Research gap 

As per the review of the literature most of the empirical studies that have been conducted with 

the aim of identifying factors influencing bank selection decision belong to developed countries 

and emerging countries such as India, China, Malaysia, and Pakistan. Moreover, the literature 

review also reveals the existence of limited studies conducted in Africa made so far such as in 

South Africa, Ghana and Nigeria.  
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Such studies have contributed substantially to the literature on bank selection but their findings 

may not be applicable to other countries like Ethiopia due to different cultural, political and 

economic setup. As a set of determinant factors that have a significant role in bank selection in 

one region may prove to be insignificant in another (Almossawi, 2001). 

In the context of Ethiopia, a few the related study studies conducted by Tilahun A. and Gedifew 

A. (2014), Agarwal P. (2017) and Dawit T. (2013)on factors influencing customers‟ Bank 

selection decision in Bahir Dar city, Arba Minch Town and Addis Ababa city respectively on 

general commercial bank customers citizens perspective. As a result, limited study has conducted 

on an important segment of university student customers by Ethiopian researchers locally. 

Literature by Anthony Abbam et al. (2015) recommended that there should be frequent 

marketing research by the banks to monitor and evaluate the ever changing customer 

peculiarities and perspectives in order to develop products or services to meet the current tastes 

of their customer. Other study also suggested that commercial banks should strive to provide 

tailor made services that suit the taste and preferences of University students who constitute 

promising future market. Ishmael Dadson, et al. (2015) 

These a few studies also clearly failed to identify some most important factors/variables/ that 

affect bank selection significantly in Ethiopia and students specifically; and failure to use 

scientific research techniques. 

Therefore, the current study also addresses the gap by studying the area that has not yet been 

explored but an emerging potential market and the important segment of AAU students on 

factors influencing bank selection decision since segmentation allows banks to understand 

customers better as groups, sub-segments and individuals.  

2.5 Proposed Conceptual Framework 

With reference to Mamnur Reshid, (2012), Bushira Zulfikar et al, (2014), Mohamed Sayuti, et al, 

(2013), Anthony Abbam et al. (2015) and Agarwal P.K, (2017); the researcher developed 

conceptual framework and model with a five dimensions of main factors/variables/ with twenty 

attributes selected for the purpose of this study. These variables have chosen based on their 
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levels of significance found from the above and other literatures. These main variables are 1) 

Convenience, 2) Number of branch, 3) Third Party Influence, 4) Bank Reputation, and 5) E-

Banking. These will be treated as independent variables. The dependent variable is Bank 

selection decision. 

Fig. 2.3 Conceputal framework 

 

 

Developed for the research based on Agarwal P. K.(2017)  
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CHAPTER THREE 

3. RESEARCH METHODOLOGY 

3.0 Introduction 

In the preceding chapters both theoretical and empirical literatures reviews were made and 

indicated the factors that influences bank selection decision. This chapter outlines and explains 

the methodology which addresses the research objectives and the research hypotheses 

formulated. The procedures and methods used to conduct the data collection and data analysis of 

the study are discussed in this chapter. This chapter consists of research design, data collection 

methods, sampling design, the pilot study, initial procedures undertaken prior to data collection, 

the reliability and validity of the data collected and the analysis and methods of data analysis.  

3.1The Research Design 

A research design is the set of methods and procedures used in collecting and analyzing 

measures of the variables specified in the research problem. The design of a study defines the 

study type /Explanatory/ data collection methods and a statistical analysis plan. Research design 

is the framework that has been created to find answers to research questions. 

Explanatory research is used to obtain data through questionnaire and this approach is much 

relevant to quantitative. The research is explanatory in nature due to it studies the factors that 

influence bank selection decision among graduating students in AAU, Addis Ababa. 

Quantitative research method used in this study. The research design used is cross sectional 

design studying the data in quantitative method through statistical tests such as correlation and 

regression. It is applicable to phenomena that can be expressed in terms of quantity. In 

quantitative research approach data is obtaining from the maximum number of respondents to 

compute the results from the sample of the target population. This study focused on the 

graduating students of Addis Ababa University. 

3.2 Population of the study 

In this research, the target population is the Addis Ababa University Graduating students, Addis 

Ababa. During 2017/18 Academic year, there were 15,279 regular and extension post graduate 
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students in all college/institutes/ excluding distance program students according to data found 

from AAU Office of Registrar. 

3.3 Sample design 

3.3.1 Sampling technique and procedures  

The primary goal of sampling is to get a representative sample or a small collection of units from 

a much larger collection or population, such that the researcher can study the smaller group and 

produce accurate generalizations about the larger group.  

The following steps will be followed for good sampling; (1) description of the study population, 

(2) listing the members of the population, (3) identification of sampling type, (4) determining the 

sample size, (5) selecting the sample, and (6) testing the representation power of the sample”. 

The study used 400 sample selected from all Addis Ababa University colleges and institution 

conducted at Addis Ababa Institute of Technology, Ethiopian Institute of Architecture Building 

Construction and Development, College of Natural Sciences, College of Health Sciences, 

College of Veterinary medicine and Agriculture, College of Business and Economics, and the 

rest categorized in the same band such as College  of Development Studies, College of Education 

and Behavioral Studies (CEBS), College of  Law and Governance Studies, College of Social 

Sciences, College of Humanities Language Studies, Journalism and communication,  College of 

Performing  and Visual Arts, and Institute of Research based on proportion of students enrolled 

in each band .The population of 15,279 graduating students enrolled by extension and regular 

program was obtained from Office of the Registrar. Therefore, sample selected conveniently 

from these area are representative of AAU. Addis Ababa University graduating students are 

faced with a diverse choice of commercial banks situated in Addis Ababa.  

The total number of regular and extension graduating students enrolled in each college and their 

number sample proportion selected listed below. 
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Table 3.1 Graduating students enrolled in Addis Ababa University 

BAND COLLEGE/INSTITUTE  POPULATION 

/N/ 

SAMPLE

/n/ 

PROPORTION 

     (%) 

BAND 1A Addis Ababa Institute of 

Technology  

2091 55 54.74 

BAND 1B Ethiopian Institute of 

Arctecture Building 

Construction and 

Development  

236 6 6.17 

BAND 2 College of Natural Sciences 2,392 63 62.62 

BAND 3 College of Health Sciences   2,872 75 75.19 

BAND 4 College of Veterinary 

medicine and Agriculture 

119 3 3.16 

BAND 5 College of Business and 

Economics  

2,118 56 55.5 

 

BAND 6 

College  of Development 

Studies  

 

 

 

5451 

 

 

 

142 

 

 

 

35.62 

College of Education and 

Behavioral Studies (CEBS) 

College of  Law and 

Governance Studies  

College of Social Sciences  

College of Humanities 

Language Studies, 

Journalism and 

communication  

College of Performing  and 

Visual Arts  

Institute of Research  

GRAND TOTAL  15,279 400 100% 
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The study used the non-probability (convenience) sampling method. According to Roberts-

Lombard (2002) convenience sampling is a non-probability sampling technique where subjects 

are selected because of their convenient accessibility and accessibility to the researcher. The 

selection of the sample under convenience sampling depends on the researcher`s personal 

judgment. The use of a convenience sampling method is consistent with the sampling methods 

used in previous similar empirical studies such as Rao et al. (2010), Mokhlis et al. (2008) and 

Tilahun et al. (2014) as it is appropriate for this type studies. The size of the sample should 

depend on the size of the target population and the significance of the study. 

Before distributing the questioner, the researcher considered graduating students‟ class schedule 

from each selected departments to get convenient and free time for respondents to fill them out 

and answer the questions with in  5 to 15 minutes before class begin and between classes. And 

also to increase the response rate the questioner prepared briefly as much as possible and not 

exceed more than three pages for respondent demography and main questioner part. Data 

collected through a specially designed questionnaire that takes approximately five minutes to 

complete the questionnaire. The questioner distributed until the sample size reach 400. 

Therefore, this research used non probability convenience sampling technique for determination 

of sample respondents from Addis Ababa University. 

3.3.2 Sample size determination  

To determine the sample size from the target population, the Yamen‟s formula is used and 

calculated as follows: 

n = (𝑁/1+N(𝑒)2) 

Where, n = the sample size, N= the entire population and e= error coefficient (0.05 used for 

maximum sample) 

Hence, our sample size determined as, 

The sample size= n (
      

         (    ) 
) = 389.8≈ 400  
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The sample size of 400 distributed to each respondents /graduating students/ of Addis Ababa 

University based on the proportion /percentage/ of the colleges. 

3.4 Research Instrument 

3.4.1 Questionnaire Design 

The data used to conduct this study are the primary data obtained through the personally 

administered questionnaires. The main advantage of this is that the researcher can collect all the 

completed responses within a short period of time. In designing the questioner, the researcher 

used questionnaire applied by Rashid, (2012); Siddique, (2012); and Dawit, (2013) for this study, 

however attributes used by most researchers are similar. The researcher takeout, reword and 

modify the attributes and demography part. The Likert scale used for the most relevant question 

about factors that influence bank selection decision. At the beginning of the survey, a few 

demographic questions asked such as gender, age, occupation, type of bank service the 

respondents use, etc. After that, the most important question for this topic is the second part 

question about factors influencing bank selection decision. The respondents asked to answer the 

statements on a 5-point Likert scale ranging from “Strongly Disagree” [1] to “Strongly Agree” 

[5]. Likert-type scale is considered more reliable because under it respondents answer each 

statement included in the instrument. As such it also provides more information and data than 

does the Thurstone-type scale (Khotari, 2004).Finally one open ended question added for pilot 

study to give the respondents a chance if there are additional information/factors/ that they want 

to say. 

3.4.2 Pilot Testing 

When conducting a pilot test, it is desirable to watch or listen to individuals complete the 

questionnaire to check for signs indicating problems such as respondents being confused, 

misreading or misunderstanding instructions, being unable to answer questions, or straining to 

maintain focus due to questionnaire length and completion time (Salant & Dillman, 1994). 

The objectives of pilot tests, expert advice, and final checks are to obtain feedback about 

questionnaire wording and design, and test validity and reliability of questions and scales 

measuring complex or multidimensional concepts. Questionnaires should be revised based on 
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input and results from these preliminary but important steps before selecting a larger sample 

from a population and proceeding with the main data collection effort. 

Therefore structured questionnaire that is personally administered to the respondents pilot tested 

before the actual data collection. This involves a few respondents from AAU to ascertain its 

effectiveness. The researcher interested in testing the reliability of the research instruments, the 

questionnaire hence validity of data collected. The researcher conducted a pilot with 10 % of 

respondents before distributing the questionnaire. The researcher used 40 respondents for the 

pilot process. The purpose was to ensure that those items in the questionnaire are clearly stated 

and have the same meaning to all respondents. Respondents for pre-testing will not form part of 

the sample. Reliability test and validity test is done using Cronbach‟s Alpha Model on SPSS 24 

and Pearson correlation respectively. After pilot study the first draft questioner changed a little in 

terms of eliminating, adding or rewording some of the items included in that draft. 

3.5 Data source 

The survey strategy allows the researcher to collect quantitative data which we can analyze 

quantitatively using descriptive and inferential statistics. In addition, the data collected using a 

survey strategy can be used to suggest possible reasons for particular relationships between 

variables and to produce models of these relationships. Using a survey strategy given the 

researcher more control over the research process and, when sampling is used, it is possible to 

generate findings that are representative of the whole population at a lower cost than collecting 

the data for the whole population. (Mark Saunders et al. 2009) 

Survey is one of the types of research technique to gather data through interview or giving out 

the questionnaire to the respondents. The researcher implemented the closed ended 

questionnaires to collect the data required from the sample. In this research, the questionnaire 

distributed to students/customers/ and collected. 

For the purpose of the study primary data collected from graduating students with the help of a 

well drafted Questionnaire. A sample of 400 students selected by following the non probabilistic 

convenience sampling, since there is little variation in the population and appropriate for this 

type of studies. 
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Convenience sampling (or haphazard sampling) involves selecting haphazardly those cases that 

are easiest to obtain for the sample. The sample selection process is continued until the required 

sample size has been reached to 400. Although this technique of sampling is used widely, it is 

prone to bias and influences that are beyond your control, as the cases appear in the sample only 

because of the ease of obtaining them. Often the sample is intended to represent the total 

population, the selection of individual cases is likely to have introduced bias to the sample, 

meaning that subsequent generalizations are likely to be at best flawed. These problems are less 

important where there is little variation in the population, and such samples often serve as pilots 

to studies using more structured samples.(Mark Saunders et al. 2009) 

3.6 Reliability  

The reliability of a measure indicates the extent to which it is without bias (error free) and hence 

ensures consistent measurement across time and across the various items in the instrument. In 

other words, the reliability of a measure is an indication of the stability and consistency with 

which the instrument measures the concept and helps to assess the “goodness” of a measure. 

(Uma Sekaran, 2003). 

In order to assess the reliability and consistency of the instrument the Cronbach‟s Alpha (α) 

analysis was conducted. Cronbach‟s alpha is a reliability coefficient the most commonly used 

measure of internal consistency reliability that indicates how well the items in a set are positively 

correlated to one another. In almost every case, Cronbach„s alpha is an adequate test of internal 

consistency reliability.   

Consistency indicates how well the items measuring a concept hang together as a set. Cronbach‟s 

alpha is a reliability coefficient that indicates how well the items in a set are positively correlated 

to one another. Cronbach„s alpha is computed in terms of the average intercorrelations among 

the items measuring the concept. The closer Cronbach„s alpha is to 1, the higher the internal 

consistency reliability. Most scholars agree with a Chronbach‟s alpha greater equal to 0.70 is 

acceptable. The Cronbach‟s alpha value for all the variables of pilot test were between 0.737 to 

0.841 as shown in Table 3.2. Therefore, all the variables in this study are at the acceptable level. 
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Table 3.2: Reliability Test 

Variables 
 

Chronbach’s alpha 

Convenience 0.824 

Number of Branch 0.799 

Third Party Influence 0.737 

Reputation 0.841 

E-Banking 0.810 

Bank Selection Decision 0.764 

Source: Field Survey, 2018 

3.7 Validity  

Validity refers to the degree to which a measures what it purports to measure. Several varieties 

have been described, including face validity, construct validity, content validity and criterion 

validity (which could be concurrent and predictive validity). These validity tests are categorized 

into two broad components namely; internal and external validities. Internal validity refers to 

how accurately the measures obtained from the research was actually quantifying what it was 

designed to measure whereas external validity refers to how accurately the measures obtained 

from the study sample described the reference population from which the study sample was 

drawn. 

Reliable measuring instrument does contribute to validity, but a reliable instrument need not be a 

valid instrument. If the quality of reliability is satisfied by an instrument, then while using it we 

can be confident that the transient and situational factors are not interfering. When well validated 

measures are used, there is no need, of course, to establish their validity again for each study. 

The reliability of the items can, however, will be tested. (C.R Kothari, 2004). 

The researcher used Pearson correlation to test validity during pilot study. 

A pilot study is a mini-version of full-scales study or a trial run done in preparation of the 

complete study (Tejilingen& Hundley, 2001). The goal was thus to test the study on small scale 

first to sort out all the possible problems that might lead to failure of the research procedure. It 

minimizes the risk of failure. 
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As a result, pilot study was conducted to assess reliability and validity of the questionnaire by 

distributed the questionnaire on a random sample consists of (40) respondents from the study 

population (10% of main study sample 400). The questioner then modified for main study 

concerning the content or wording of items in a questioner and one attribute of the questioner 

replaced by other that found ambiguous during pilot test. Reliability test also analyzed by 

Chronbach‟s Alpha to measure the internal consistency and to see if the Likeret scale questioner 

surveys are reliable and Pearson correlation coefficient for Validity. 

Validity refers to the degree to which an instrument measures what it is supposed to be 

measuring. Validity has a number of different aspects and assessment approaches. Statistical 

validity is used to evaluate instrument validity, which include internal validity and structure 

validity (George and Mallery, 2003). 

The correlation coefficient can range in value from −1 to +1. The larger the absolute value of the 

coefficient, the stronger the relationship between the variables. In these results, the Pearson 

correlation is between 0.581 and 0.696 which indicates that there is a moderate positive 

relationship between the variables 

Table 3.3: Validity Test 

No Factors Pearson Correlation 

Coefficient 

P-Value (Sig.) 

1 Convenience 0.696 0.00* 

2 Number of Branch   0.581 0.00* 

3 Third Party Influence 0.516 0.00* 

4 Reputation 0.643 0.00* 

5 E-Banking 0.669 0.00* 

*Correlation is significant at the 0.05 level 

Table 3.2 shows correlation between dimensions of independent variables (Convenience, 

Number of branch, third party influence, Reputation and E-banking) and dependent variable, 

Bank selection decision. As can be seen in table 3.2, BSD had statistically positive significant 

relationship with all independent variables.  
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The correlation matrix in Table 3.2 shows that BSD (dependent variable) was positively 

correlated with Convenience, Number of branch, third party influence, Reputation and E-

banking. 

3.8 Methods of data analysis  

Data analyses conducted through a descriptive and inferential statistics to provide details 

regarding the demographic question and the various factors that influence bank selection 

decision among graduating students in Addis Ababa University. 

As the distributed questionnaires collected back, the data then be coded, cleaned, the result for 

both dependent and independent variables analyzed and interpreted with the help of Statistical 

Package for Social Sciences (SPSS) version 24 and MS Excel.  

Descriptive statistics of frequency distributions obtained for all the personal data or classification 

variables. The frequencies and percentage of respondents‟ gender, age, occupation and bank 

services are tabulated and analyzed. 

For scale measurement reliability test conducted using Cronbach‟s Alpha during pilot test and 

Pearson correlation for validity test. 

For inferential statistics the research ANOVA one ways test analyzed which is used to measure 

the different among group mean. Analysis of Variance (ANOVA) for bank selection decision 

will state F value P value to show that whether the model explains significant variability of 

graduating students bank selection decision by five  main variables. In addition, the correlation 

analysis will be carried out to determine the interrelation ship among the research variables and 

to examine the possibility of multicollinearity using Pearson Correlation analysis technique. The 

correlation and correlation coefficient squared between Bank selection decision and the five 

main influencing factors. 

Whereas, to determine the relationship among the variables and to test the research hypothesis 

correlation and multiple regression analysis method will be used by meeting the ordinary least 

square (OLS) assumptions of the linear regression. The least squares method is the most widely 

used procedure for developing estimates of the model parameters. 
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In a multiple regression study, there is one dependent variable and at least two independent 

variables. The independent variables include convenience, Number of branch and ATM, Third 

Party Influence, Bank Reputation, and E-Banking. Whereas, the dependent variable is bank 

selection decision. If the difference between R2 and adjusted R2 is very less; it means that the 

model can be generalized for total population i.e. all graduating students of Addis Ababa 

University. 

BSD = F(BSF)………………………………………(1) BSD stands for Bank Selection Decision 

BSF is for Bank selection factors. 

The aim of this study to test the relationship between those variables explaining bank selection 

factors with bank selection decision. Therefore, the model can be modified in full form as 

follows. 

BSD = f(CO, NB, TP, BR, EB)………………….(2) where, 

CO - Convenience, NB –Number of Branch, TP - Third Party Influence, BR - Bank Reputation, 

and EB - E-Banking. 

Therefore, Regression Model: 

BSD= ß0 +ß1CO +ß2NB+ß3TP +ß4+ß5BR + ß6EB + u   Where, 

           BSD = Bank Selection Decision 

β0 = Constant Term  

  β1, β2,β3,β4,β5= coefficients of independent factors/variables/ 

u = error term 

Description of variables: 

Dependent 

Bank Selection Decision–It is how students decide on the establishment of a banking relationship 

with a particular bank. 
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Independent 

Convenience –It is the proximity/ nearness of bank branch and ATM to university campus, work 

place and home. 

Number of Branch – It is the availability of large number of branches and ATM in different 

location 

Third Party Influence – The influence/recommendation/ of family, friend, employer, spouse and 

promotion 

Reputation –The financial standing of the bank as well as the image / brand value as perceived 

by the students. 

E-Banking – The rate at which banks are involved in new product and service offers as well as 

introduced technologically supporter products /services. 

The researcher used step-wise regression techniques to have a better idea of the independent 

contribution of each explanatory variable. Under these techniques, the investigator adds the 

independent contribution of each explanatory variable into the prediction equation one by one, 

computing betas and R2 at each step. SPSS techniques are available for the purpose and the same 

can be used in the context of a particular problem being studied by the researcher and stated 

hypotheses will be tested. 

Correlation and regression analysis are related in the sense that both deal with relationships 

among variables. The correlation coefficient is a measure of linear association between two 

variables (Brooks, 2014). 
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CHAPTER FOUR 

4. RESULTS AND ANALYSIS 

4.1 Introduction 

The aim of this study was to assess the factors influencing AAU graduating students‟ bank 

selection decision for banking services. This chapter presents analysis and discussion on the data 

obtained from survey to answer the research questions raised in chapter one and support the 

objectives of the study. From the data which has been collected earlier, the reliability test has 

been conducted to determine whether the variables used for the research is dependable and 

accurately measured. 

The analysis is conducted by using Statistical Package for Social Science (SPSS) version 24 with 

MS Excel and the results that have got from questioner survey generated. Analysis of descriptive 

statistics, reliability test, sample t-test, Pearson correlation, ANOVA and multiple regressions 

conducted to determine the relationship between variables and demographic variables. The 

Pearson Correlation Coefficient was used to calculate the correlation coefficient between the 

variables. 

4.2 Descriptive Analysis 

Descriptive analysis of the questioner part includes the respondent gender, age, occupation; and 

the bank services the respondents used. 

Demographic Profile 

Gender: 

During survey a total of 400student /respondent/ participated in the research excluding for pilot 

test. Among these 400 respondent, there are 248 (62%) of them are male and 152 (38%) are 

female. The higher representation of male respondents is expected since the population of male 

students in Ethiopian institutions such as colleges and universities is higher than that of female 

students though comprising degree differs from department to department. 
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Table 4.1: Gender 

Gender 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Male 248 62 62 62 

Female 152 38 38 100 

Total 400 100.0 100.0  

Source: Field Survey, 2018 

Age: 

With regard to age, 65 (16.25%) respondents‟ age are below 25;304 (76%) respondents age are 

between 25 - 35 years old, 26 (6.5%) respondents age between 36 - 45 years old and only 5 

respondent (1.25 %) age are above 65 years old. This shows that the majority of the sample of 

the study is between 25-35 years old and young which mean that they are a highly potential 

marketing segment had more banks alternatives to open account in. 

Table 4.2: Age 

Age 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid <25 65 16.25 16.25 16.25 

25-35 304 76 76 92.25 

36-45 26 6.5 6.5 98.75 

>46 5 1.25 1.25 100.0 

Total 400 100.0 100.0  

Source: Field Survey, 2018 

Occupation: 

As for respondents‟ occupation, most of the respondents are governmentally employed with 232 

(58 %) followed by privately employed respondents of 146(36.5 %). From the respondents, 14 

(3.5 %) are self employed, and the rest are non employed respondents 8 (2 %). 
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Table 4.3: Occupation 

Occupation 

 Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Governmental 232 58 58 58 

Private 146 36.5 36.5 94.5 

Self employed 14 3.5 3.5 98 

Other 8 2 2 100.0 

Total 400 100.0 100.0  

Source: Field Survey, 2018 

Bank Service used: 

All the respondents have at least saving account 400 (100%) and most of the respondents use 

ATM 364 (91%) but 32 (8%) students use current account. The next most respondents use bank 

service is Internet /mobile banking service with 284 (71 %). Money transfer service users has a 

frequency of 112 (28%) of the total respondents. Surprisingly, a small number of respondent use 

loan services account with 8 (2%). However, there are no other bank services that the 

respondents use other than the above listed. This implies that, most student customers are not 

familiar with the bank borrowing products as the finding reveals that student customers are not 

using the loan services available across banks. In addition to this, apart from the current services, 

banks are not offering other student centered bank service. 

Therefore most of the respondents are governmentally employed and young students of age 

between 25-35 with higher users of ATM and Internet/mobile banking service. This 

demonstrates the need for marketers to grouping the markets in to sub category based on 

demographic variables such as age, occupation, religion, education etc. 

Table 4.4: Bank service used 

Saving Account 

 Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid selected 400 100.0 100.0 100.0 
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Current Account 

 Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid not selected 368 92.0 92.0 92.0 

selected 32 8.0 8.0 100.0 

Total 400 100.0 100.0  

 

Money Transfer 

 Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid not selected 288 72 72 72 

selected 112 28 28 100.0 

Total 400 100.0 100.0  

 

ATM 

 Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid not selected 109 27.3 27.3 27.3 

selected 291 72.75 72.75 100 

Total 400 100.0   

 

Internet /Phone service 

 Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid not selected 116 29 29 29 

selected 284 71 71 100.0 

Total 400 100.0 100.0  

 

Loan 

 Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid not selected 392 98.0 98.0 98.0 

selected 8 2.0 2.0 100.0 

Total 400 100.0 100.0  

 

Other Bank Service 
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 Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid not selected 400 100.0 100.0 100.0 

Source: Field survey, 2018 

Table 4.5: Independent Sample T - test for Gender 

Selection Factors T P 

Convenience 2.05 0.026 

Number of branch 1.132 0.017 

Third party influence 1.832 0.042 

Bank reputation 1.69 0.012 

E-Banking 2.16 0.039 

 

The T-test was used to determine if there are significant differences in the mean scores for 

gender (male and female). The results of the T-test show that there are no significant differences 

in the mean scores of males and females (gender) post graduate respondent with respect to the 

five main factors. 

4.3 Pearson Correlation Analysis 

Pearson Correlation measure how variables are related. Correlation can vary from +1 to -1, 

where values close to +1 are highly correlated while values close to -1 are lowly correlated. 

The correlations table displays Pearson correlation coefficients, significance values, and the 

number of cases with non-missing values (N). The values of the correlation coefficient range 

from -1 to 1. The sign of the correlation coefficient indicates the direction of the relationship 

(positive or negative). The absolute value of the correlation coefficient indicates the strength, 

with larger absolute values indicating stronger relationships. The correlation coefficients on the 

main diagonal are always 1, because each variable has a perfect positive linear relationship with 

itself. These correlation statistics tell us three things:  

1. The direction of the correlation between the variables  
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2. The strength of the correlation between the variables  

3. Whether this correlation is significant or not  

Table 4.6 Pearson Correlation Analysis summery 

 C NBA TP BR EB 

Pearson 

Correlation 

0.450 0.389 0.212 0.372 0.406 

Sig.(2-tailed) 0.000 0.001 0.280 0.000 0.001 

N 400 400 400 400 400 

 

Based on Pearson correlation analysis result summarized in the above Table 4.7, C 

(Convenience) have the highest correlation (p = 0.450) while EB (E-Banking) follows with (p= 

0.406) and BR (Reputation) and NB (Number of Branch) follows with correlation of (p = 0.372) 

and (p = 0.389). However, TP (Third party Influence) have the weak correlation since it is less 

than 3 with (p = 0.212). Therefore even if the Pearson correlation coefficients is weak, smaller r 

values may be important and significant if the sample size is large and above 100. 

The significance of each correlation coefficient is also displayed in the correlation table. The 

significance level (or p-value) is the probability of obtaining results as extreme as the one 

observed. Since the significance levels of C (0.000), NB (0.001), TP (0.280), and R (0.001) are 

very small (less than 0.05) then the correlation is significant and the two variables are linearly 

related. Since the significance level of TP (0.280) is relatively large then the correlation of third 

party influence is not significant and the two variables are not linearly related. 

If y and x are correlated, it means that y and x are being treated in a completely symmetrical 

manner. Thus, it is not implied that changes in x cause changes in y, or indeed that changes in y 

cause changes in x rather, it is simply stated that there is evidence for a linear relationship 

between the two variables, and that movements in the two are on average related to an extent 

given by the correlation coefficient (Brooks, 2014). 

The overall Pearson Correlation result shows that except TP (third party influence) the 

independent variables are moderately correlated with bank selection decision 
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 4.4. CL Regression Model Analysis 

Tests for Model Assumptions 

The Multiple regression assumptions that are identified as primary concern in the research 

include constant variable, autocorrelation, homoscedasticity, Multicollinirarity and normality. 

This section specifically defines each assumption; address how to test for each assumption, and 

the interpretation of results. 

Assumption 1: The errors have zero mean E(ut) = 0 

The first assumption required is that the average value of the errors is zero. In fact, if a constant 

term is included in the regression equation, this assumption will never be violated (Brooks, 

2014). As a result, the assumption is addressed since there is a constant term in the regression 

model. 

Assumption2: Homoscedasticity (var(ut) = σ2<∞ 

The assumption of homoscedasticity refers to equal variance of errors across all level of the 

independent variables. This means that researchers assume that errors spread out consistently 

between the variables (Keith, 2006).If the errors do not have a constant variance, they are said to 

be heteroscedastic. When hetroscedsticity is marked it can lead to distortion of the finding and 

weaken the overall over all analysis and statistical power of the analysis, which result in an 

increased possibility of Type I error, erratic and untrustworthy F-test results, and erroneous 

conclusion (Osborne & Waters, 2002). Homoscedasticity can be checked by visual examination 

of a plot of the standardized residuals by regression standardized predicted value. 
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Fig 4.2 Scatter plot 

 

As regression models should be assumed to have a constant variance of residuals 

(homoscedasticity),. One way of doing this is to look at the plot in the above Figure 4.2, which is 

a scatter plot of standardized residuals against standardized predicted values. The graph should 

show a random array of dots that are evenly dispersed around zero. If, for example the graph 

funnels out, there are chances that there is heteroscedasticity in the sample. Also, if the graph 

plots any sort of curve, there are chances that the data have broken the assumption of linearity. In 

this case however, the graph shows a random dispersion around zero, and one can conclude that 

the assumption of homoscedasticity has been met. 

Assumption 3:No Autocorrelation cov(ui, u j ) = 0 for i _= j 
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This assumption is assumed that the errors are uncorrelated with one another. If the errors are not 

uncorrelated with one another, it would be stated that they are „auto correlated‟ or that they are 

„serially correlated‟. The consequences of ignoring autocorrelation when it is present are similar 

to those of ignoring heteroscedasticity. The coefficient estimates derived using OLS are still 

unbiased, but they are inefficient, i.e. they are not BLUE, even at large sample sizes, so that the 

standard error estimates could be wrong. There thus exists the possibility that the wrong 

inferences could be made about whether a variable is or is not an important determinant of 

variations in y. A test of this assumption is therefore required. Graphical methods may be 

difficult to interpret in practice, however, and hence a formal statistical test should also be 

applied. The simplest test is due to Durbin and Watson (1951). Brooks (2014) 

The Durbin Watson test reports a test statistic, with a value from o to 4, Where:  

 2 is no autocorrelation 

 0to < 2 is positive autocorrelation; and 

 >2 to 4 is negative autocorrelation. 

The null hypothesis would not be rejected if DW is near 2 → i.e. there is little evidence of 

autocorrelation. A rule of thumb is that test statistic values in the range of 1.5 and 2.5 are 

relatively normal. 

Table 4.7 Model Summery for Durbin Watson 

Model R R Square 

Adjusted 

R Square 

Std. Error of 

the Estimate 

Sig. F 

Change 

Durbin-

Watson 

1 .779a .607 .602 1.21450 .000 2.039 

 

In this case the Durbin-Watson statistic shown that this assumption had been met as the obtained 

value is between 1.5 and 2.5 (Durbin Watson =2.039). 

Assumption 4: No Multicollinearity /The xt are non-stochastic/ 
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Multiple regressions assume that the independent variables are not highly correlated with each 

other. Multicollinearity occurs when several independent variables correlate at high levels with 

one another, or when one independent variable is a near linear combination of other independent 

variables (Keith, 2006). The more variables overlap (correlate) the less able researcher can 

separate the effect of variables. Multicollinearity can be checked by Pearson bivariate 

correlations among all independent variables, as a rule of thumb the magnitude of correlation 

coefficients should be less than 0.8. 

Table 4.8 correlations 

correlations 

 
BankSelect

ionDecision 

Conveni

ence 

NumberofB

ranch 

ThirdPart

yInfluenc

e Reputation EBanking 

Pearson 

Correlation 

Bank SelectionDecision 1.000 .0.450 .389 .212 .372 .406 

Convenience .450 1.000 .135 -.025 .347 .699 

Number of Branch .389 .035 1.000 .263 .405 .324 

Third Party Influence .212 -.025 .263 1.000 .306 .452 

Reputation .372 .347 .405 .306 1.000 .355 

EBanking .406 .699 .324 .452 .355 1.000 

Sig. (1-

tailed) 

BankSelectionDecision . .000 .001 .280 .000 .001 

Convenience .000 . .000 .112 .000 .000 

NumberofBranch .001 .000 . .007 .000 .000 

ThirdPartyInfluence .280 .112 .007 . .000 .151 

Reputation .000 .000 .000 .000 . .001 

EBanking .001 .000 .000 .000 .001 . 
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N BankSelectionDecision 400 400 400 400 400 400 

Convenience 400 400 400 400 400 400 

NumberofBranch 400 400 400 400 400 400 

ThirdPartyInfluence 400 400 400 400 400 400 

Reputation 400 400 400 400 400 400 

EBanking 400 400 400 400 400 400 

 

The independent variable convenience has a moderate positive correlation with the dependent 

variable (R=0.480). A positive relation is in line with the expected hypothesis (HI). The second 

independent variable, number of branch and ATM, shows a moderate correlation with the 

dependent variable, which is in line with the expected hypothesis (HII). Most of the control 

variables show in general a moderate correlation with the dependent variable compared to the 

independent variables, except third party influence variable (R=0.212) which is still positive but 

weak correlation with the dependent variable of banks selection decision. Therefore, we failed to 

reject the null hypothesis(HIII). 

For no multicollinearity assumption, the first assumption we can test is that the predictors are not 

too highly correlated. Looking at correlation table, correlation value with 0.8 may be problematic 

but in this case the highest correlation is r = 0.699. 

Table 4.9 Collinearity Statistics 

Model 

Collinearity Statistics 

Tolerance VIF 

 Convenience .830 1.204 

Number of Branch .923 1.083 
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Source: Field survey, 2018 

In addition to checking the correlation matrix, it is important to check the variance inflation 

factor (VIF). VIF indicates whether a predictor has a strong linear relationship with other 

predictors in the model. The largest VIF should not be greater than 10, and the average VIF 

should not be much higher than 1 (Field, 2005). The VIF for each predictors and the average are 

summarized in the above Table 4.10 

This assumptions also tested by looking at the coefficients table. This allows to formally check 

that the predictors are not too highly correlated. VIF and Tolerance statistics can be used to 

assess the assumptions. For the assumption to be met we want VIF scores to be well below 10, 

and tolerance scores to be above 0.2;  

All VIF values are well below 10 and the average is close to 1. We can therefore conclude that 

there are no signs of excessive multicollinearity within the model. 

Assumption 5: The disturbances are normally distributed / (ut˜N(0, σ2))/ 

A very important assumption in regression is that the dependent variable is normally distributed. 

Normality is used to describe a symmetrical, bell-shaped curve, which has the greatest frequency 

of scores around in the middle combined with smaller frequencies towards the extremes (Pallant, 

2005). The researcher can test this assumption through several pieces of information: visual 

inspection of data plots, skew, kurtosis, and p-plots. Normality can further be checked through 

histogram of the standardized residuals. Q-plots and P-plots are a more exacting methods to spot 

deviations from normality, and are relatively easy to interpret as departures from a straight line 

(Keith, 2006). 

Third Party Influence .968 1.033 

Reputation .930 1.075 

E-Banking .820 1.219 
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Fig 4.3 Normality Histogram                                            Fig.4.4 P-P plot 

 

The Histogram show that the dependent variable is normally distributed for each value of the 

independent variable, and bell shaped then the distribution of the residuals is approximately 

normal. 

Additionally, the assumption test by looking at the P-P plot for the model, the dots lie closer to 

the diagonal line. Hence, the residuals are distributed to closer to normal. 

4.4 Multiple Regression Analysis 

The analysis consists of ANOVA, model summery, and coefficient Regression analysis. The test 

is used to examine the relationship between variables and the relationship between independent 

variables and dependent variables. 

The five dimension variables descriptions for the short form used in the following tests are 

shown below: 

Independent variables 

C = Convenience 
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NB = Number of Branch   

TP = Third party Influence 

BR = Bank Reputation 

V5 = E-Banking 

Dependent variable 

BSD = Bank Selection Decision 

Table 4.10 The Influence of Predictor Variables on dependent variable  b 

R R-Square Adjusted R-Square Standard Error of the 

Estimate  

.779a .607 .602 1.21450 

Developed for the research 

a. Predictors: (Constant), EBanking, Third Party Influence, Reputation, Number of Branch, 

Convenience 

b. Dependent Variable: Bank Selection Decision 

The key information from the table above is the R
2 

value of 0.607. This indicates that 60.7 % of 

the variation in explanatory variables convenience, number of branch, third party influence, 

reputation and E-banking are explained by the model. Where the remaining 39.3 percent was 

explained by other factors not included in this study. The R
2

 results indicate the overall 

goodness-of-fit of the model used in this study. 

Table 4.11: Goodness of Fit -ANOVA Result 

Model Sum of 

square 

Degree of 

freedom 

Mean 

square 

F-value Significant 

(2- tailed) 
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Regression 

Residual 

875.483 

581.227 

5 

394 

175.097 

1.475 

 

118.693 .000*** 

Total 1456.710 399    

Notes: 

 *** Significant at 1% level 

**   Significant at 5 % level 

*     Significant at 10 % level 

F-test shows the overall significance of variables, F (5,394) = 118.693, P = 0.000. The F-value of 

the model with 118.693 and the p-value 0.000, which is less than 0.05 level of significant, 

indicates that there is at least one independent variable influence the bank selection decision. The 

null hypothesis of the model was rejected at 1 %, 5%, and 10% significance level. Therefore, the 

model variables are jointly significant.  Here one can infer from the results of R-squared and F-

statistics that the implemented models of this research are well fitted that we reject null 

hypothesis and can conclude that convenience, number of branch, third party influence, 

reputation and E-banking bank selection decision have significant on bank selection decision. 

Table 4.12 Coefficients of predictor variables in predicting the dependent variable  

Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 16.352 1.505  10.866 .000 
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Convenience .163 .047 .185 3.477 .000 

Number of Branch .159 .044 .168 1.340 .000 

Third Party Influence .052 .050 .152 1.049 .003 

Reputation .062 .052 .160 1.191 .000 

E-Banking .145 .032 .175 1.398 .000 

a. Dependent Variable: BankSelectionDecision 

Source: field survey, 2018 

Table 4.12 shows the regression coefficients of predictor variables and their level of influence on 

the criterion variable, BSD. In order to assess the relative influence of predictor variables 

(Convenience, Number of branch, third party influence, reputation, and E-Banking) on the 

criterion variable, multiple linear regression analysis was computed. The table shows that, all the 

predictor variables made a statistically significant prediction in predicting the dependent 

variable, BSD.  

Beta value shows the relative contribution or influence of each predictor variable to the 

dependent variable. The Beta value for predictor variable, convenience was 0.163 which implies 

that this predictor variable made the first strong positive and statistically significant influence in 

explaining or predicting the dependent variable (BSD) when the variance explained by all other 

variables in the model is controlled for.  

In addition, predictor variable, Number of branch, and E-banking made a statistically significant 

positive influence to the dependent variable with Beta value of 0.159 and 0.145 respectively. 

This indicates that number of branch made the second strong positive influence in predicting the 

criterion variable, BSD and predictor variable E-banking made the third strong positive 

influence/contribution in predicting the dependent variable. 
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Finally, the remaining predictor variable, reputation, and third party influence made the least 

strong statistically positive significant contribution/influence in determining the dependent 

variable with Beta value of 0.062 and 0.052 respectively. 

 H0 = 0:Convenience has no significant effect on  Bank selection decision 

 H1≠0: Convenience has significant effect on  Bank selection decision 

Since the p-value = 0.000 ≤ 0.05, we will reject the null hypothesis. Therefore, at α = 0.05 level 

of significant level, there exist enough evidence to conclude that convenience has significant 

effect on bank selection decision. 

 H0 = 0: Number of branch has no significant effect on Bank selection decision 

 H1≠0: Number of branch has significant effect on Bank selection decision 

Since the p-value = 0.000 ≤ 0.05, we will reject the null hypothesis. Therefore, at α = 0.05 level 

of significant level, there exist enough evidence to conclude that Number of branch has 

significant effect on bank selection decision. 

 H0 = 0: Third party influence has no significant effect on  Bank selection decision 

 H1≠0: Third party influence has significant effect on  Bank selection decision  

 Since the p-value = 0.000 ≤ 0.05, we will reject the null hypothesis. Therefore, at α = 

0.05 level of significant level, there exist enough evidence to conclude that third party 

influence has significant effect on bank selection decision. 

 H0 = 0: Reputation has no significant effect on  bank and  Bank selection decision 

 H1≠0: Reputation has significant effect on  bank and  Bank selection decision  

Since the p-value = 0.000 ≤ 0.05, we will reject the null hypothesis. Therefore, at α = 0.05 level 

of significant level, there exist enough evidence to conclude that reputation has significant effect 

on bank selection decision. 

 H0 = 0: E-Banking has no significant effect on  Bank selection decision 

 H1≠0: E-Banking has significant effect on  Bank selection decision 
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Since the p-value = 0.000 ≤ 0.05, we will reject the null hypothesis. Therefore, at α = 0.05 level 

of significant level, there exist enough evidence to conclude that E-Banking has significant effect 

on bank selection decision. 

4.5 Discussion of Results 

Based on the research finding, we will now discuss how results of this study support the 

objectives. 

4.5.1 The effect of convenience on Bank selection decision 

The current study shows that, the relationship between convenience and bank selection decision 

has a p-value of 0.00 (which is less than α = 0.05). This represents that there are significant 

relationship between convenience and bank selection. 

The convenience specific factors were the nearness of bank branches and ATM to 

location/University, work place and home/, Easy of opening a saving/current account, and 

extended operation hours of the Bank. 

The regression result in this study indicates that, convenience has a positive and significant effect 

on bank selection decision at 1%, 5%, and 10% significant level. Convenience is a significant 

factor for AAU graduating students towards bank selecting decision. This is consistent with prior 

empirical evidence Austin Mwange (2017), Suggesting that bank proximity to the university, and 

proximity to the home ranked the highest mean values of the factors. Among others, the result is 

consistent with the research conducted by Bushra, Dr. Hafiz, Zeeshan, Farrukh and Shahbaz 

(2014) and Robert E., Aihie, and Abednego (2013). This proves that a convenient service and 

location that meets the needs of the students will have upper hand against other competitors in 

the market. 

Generally, we reject the null research hypothesis (i.e. there is a significant relationship between 

Convenience and Bank selection decision). 

4.5.2 The effect of number of branch on Bank selection decision 
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According to the result, the effect of number of branch  on bank selection has a p-value of 0.000 

(less than α = 0.05). The result tells that availability of wide branch and ATM in different 

location significantly affects AAU graduating students for bank selection decision as they feel 

the bank is approaching them as the number of branch increases in different location. This 

finding is consistent with the study of Mersid Poturak, (2008) discloses that availability of 

ATM‟s in several locations is the most important determinant selection factors for respondents. 

This indicates that, in their bank selection, the new generation of customers tends to put more 

importance on the factors which give them fast and suitable access to the bank services. This 

finding is similar to the results of Salih Turan Katircioglu et al., (2011) “The number of ATM 

(automatic teller machines) booths” is the most important selection criteria for people from 

Romania. It was found that factors such as availability of large branch network have a great 

influence in customers‟ choice of banks and 24 hours availability of ATM services. This is 

consistent with the findings of Ahmed Audu Maiyaki, (2011) surveyed in Nigeria and Mohamad 

Sayuti Md. Saleh et al. (2013) in Malaysia. 

This result was consistent with our expectation of hypothesis 2. 

4.5.3 The effect of third party influence on Bank selection decision 

The finding for third party influence in this study indicates that, its correlation with financial 

bank selection decision is positive but insignificant.  

The relationship between third party influence and bank selection decision has p-value of 0.000 

(less than α = 0.05) but with Pearson correlation significance of 0.218 which is more than r = 

0.05, and Pearson correlation strength result of 0.062 which less than the rule of thumb of 0.100 

for this type of sample size /400/. As a result, third party influence has not significant effect on 

bank selection decision.  

This is supported by the finding of Dawit T/Tsadik, (2013) as “Recommendation from family 

and friends” is the least three important factors of bank selection decision. 

 However, despite of its insignificancy, it is against the findings by Anthony Abbam et al (2015). 

Additionally, the recent research conducted by Agarwal P. K. (2017) claims that significant 
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impact on bank selection intention. Based on the regression result, therefore, we fail to reject the 

null hypothesis that there is no significant relationship between the third party influence and 

bank selection decision even at 10% significance level. This indicates that there is no evidence 

that third party influence affect Addis Ababa University graduating students for their bank 

selection decision. 

4.5.4 The effect of Bank reputation on Bank selection decision 

It is reasonable that customers of bank in Nigeria place most emphasis on the size of bank‟s asset 

due to the recent cases of banks failure. This is because the collapse of banks which was 

associated with their size resulted in dramatic loss of depositors‟ funds (Ahmed Audu Maiyaki, 

2011). This study has found the need bank management to adopt appropriate strategic plan aimed 

at enhancing reputation of the bank, and improve personal security of customers. 

Reputation has significant effect on bank selection decision since the p- value has 0.000 (less 

than α = 0.05). This variable is statistically significant at 1%, 5%, 10% significance level. 

The finding is consistent with Salih Turan Katircioglu et al., (2011)who perceived that reputation 

is the most important factor that Romanian people give attention to. However, in contrary to this 

result the research conducted in Addis Ababa by Goiteom W/Mariam, (2011) on students, 

employee and business man on both male and female respondents‟ ranked reputation the third 

least important factor. 

In general, reputation with specific attributes such as positive image of the bank, establishment 

time of the bank, and trust in the bank for security and safety of funds significantly affects AAU 

students for bank selection decision. Therefore, we reject the null hypothesis which was 

expressed as reputation has no significant effect on bank selection decision. Thus, the finding 

supports the alternative hypothesis that reputation affects bank selection decision positively and 

significantly. 

4.5.5 The effect of availability of E-Banking on Bank selection decision 

The regression result for E-banking indicates positive and significant correlation in determining 

bank selection decision for AAU graduating students. 
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The effect of E-Banking on bank selection decision has a p-value of 0.000 (less than α = 0.05) 

and represents there are significant relationship between technology and bank selection. The 

result shows that E-banking service delivery channels like mobile banking and internet banking, 

SMS notification with service differentiation and customization brings a better competitive scene 

towards students for ease of access of bank information. 

It supports the earlier findings of Mamunur Reshid, (2012). The study found that E-banking was 

the most important variable for Bangladesh banking users. The finding for this variables 

consistent with another study by Allexander Muzenda (2014), suggested that banks need to 

provide customized services for their customers in light the differences in consumer preferences 

and customer expectations. In order to attract customers, banks should provide technology and 

innovative products. Overall, the finding supports the alternative hypothesis that E-banking 

affects bank selection decision positively and significantly. 

Table 4.13 Results of Hypothesis testing with prior studies 

Independent variable This study Prior studies Author and year 

Convenience √ √ Bushra, Dr. Hafiz, Zeeshan, 

Farrukh and Shahbaz (2014) and 

Robert E., Aihie, and Abednego 

(2013) 

Number of Branch √ √ Mersid Poturak, (2008) and 

SalihTuranKatircioglu et al., (2011) 

Third Party Influence × √ Agarwal P. K. (2017) 

Reputation √ × Goiteom W/mariam, (2011) 

E-Banking √ √ Mamunur Reshid, (2012). 
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CHAPTER FIVE 

5. CONCLUSIONAND RECOMMENDATION 

5.1 Conclusion 

The objective of the research was to identify the factors that influence Bank selection decision by 

Addis Ababa University graduating students-customers. Specifically to analyze effects of various 

factors that influence on Banks selection decision. 

The study used the non-probability (convenience) sampling method to determine the factors 

influencing bank selection decision among Addis Ababa University graduating student. A total 

of 400 graduating students participated for the actual survey. Pilot test was conducted before the 

actual test to assess the reliability and validity of the questioner by 40 respondents. 

A structured questionnaire, comprising 25attributes was used to evaluate graduating students of 

Addis Ababa University selection criteria with a sample of 400 respondents based on number of 

student proportion of each college enrolled for 2017/18 academic calendar. Data was presented 

by using descriptive statistics, the correlation and regression analysis. Before performing OLS 

regression the model was tested for the classical linear regression model assumptions, the model 

fulfills all assumptions of the CLRM.  The explanatory research set out to investigate the five 

dimension variables. From the all explanatory variables, most of them are statistically significant 

and the results of models enable us to make following conclusions. 

Based on the results of the descriptive statistics, correlation and regression analysis the 

researcher made the following conclusions. 

Based on the descriptive statistics a few demographic variables were used. Gender is the first 

demographic variable that tested with 248 male respondents or 62 % and 152 female respondents 

or 38 % in this analysis. With regard to age, most of respondents are 304 (76%) age between 25 - 

35 years old. Looking at the specific banking services, customers are widely noticed using a 

saving account, ATM, online/mobile banking/, money transfer services and current account. The 
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respective numbers of beneficiaries are about 100 percent, 91 percent, 71 percent, 28 percent, 8 

percent respectively with small number of loan users (2%) and absence other bank service. 

The correlation analysis indicates except third party influence, all variables are significantly 

correlated with the bank selection decision. The study result demonstrated that the convenience, 

number of branch and ATM, bank reputation and E-Banking are found to be a significant factor 

for students‟ bank selection decision. On the other hand, the regression model revealed that third 

party influence has insignificant effect on bank selection decision.  

The regression result shows that third party influence has insignificant effect on bank selection 

decision. Accordingly, the researcher concludes that graduating students of Addis Ababa 

University act independently in choosing their bank. 

Future investigations are necessary to validate the kinds of conclusions that can be drawn from 

this study. 

5.2 Recommendation 

Based on the findings of the research and the conclusions made the following recommendations 

are forwarded. 

 Market segmentation is an important strategy that it allows a business to precisely reach a 

student consumer with specific needs and wants. Therefore, the financial institution 

should have a comprehensive knowledge of university student customers‟ values, 

attitudes, and needs which enables to foresee changes in the buying behavior of the target 

market and to respond timely with new offerings. 

 Students need convenient location of branch and ATM easily accessible in campus, 

home, and work place with extended operation hours and functional ATMs. Bank 

management should seriously work for the convenience of students to find more branches 

in more places and having ATM nearby, as well as offer more services to student 

customers.  

 In order for the bank to build reputation, they need to see how the student customer 

perceives the services that the bank offers and the image that they have of the bank itself 
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since branding can be a key differentiator and differentiators can be what makes a brand. 

The bank should implement marketing campaigns like an innovative way of increasing 

communication to foster brand awareness and often improved customer services using 

Social Media Marketing platform. 

 Most graduating students already use technology within their everyday lives and 

comfortable within technology-based environments from their phones to other digital 

resources such as online banking, social media networks, and Mobile banking to transfer 

their balances instantly via their phones and other services. To engage with their student 

customers need, the bank should offer services such as electronic banking, touch-tone 

phone account access and internet banking.  

 Consequently, focusing on well-integrated application of technology and staff through 

operations that respond to student customers needs encourage customers to use a whole 

range of banking services rather than just a few which helps to build loyalty by creating 

deeper and fuller customer relationships. Apart from the current services, Banks should 

try to find out some ways to better familiarize their student customers with the borrowing 

products. Since the finding none of AAU graduating student are using loan and other 

bank services available across banks, banks should target its marketing mix toward this 

category. Such a technique will ensure attraction of job-market entering student 

customers towards bank service and also retention of the student who are likely to remain 

long-term loyal customers. 

 Replicate studies should be carried out in the different student customer industry 

segments towards the selection of their bank. 
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Appendix 1.1  Questionnier 

 

ADDIS ABABA UNIVERSITY 

COLLEGE OF BUSINESS AND ECONOMICS 

MBA PROGRAM 

Hello participant, 

My name is Kedir Eshetu and I am student at Addis Ababa University enrolled for Master of 

Business Administration - Finance. I am studying on factors influencing Bank selection 

decision among Addis Ababa University graduating students . You are invited to participate 

in this research study by completing the attached questionnaire. It will take approximately 5 

minutes to complete the questionnaire. 

Your personal information will be kept confidential and your participation is highly appreciated. 

Thank you very much for your time and support. Please start with the filling in the questionnaire 

by choosing the appropriate answer. 

With best regards,                                                                                       

 

 Email:  kedda2016@gmail.com 

 

 

 

mailto:kedda2016@gmail.com
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 Factors influencing your Bank selection decision 

Part I: The personal profile 

Please choose the suitable answer and tick (☑) the box given. 

1. Sex/Gender: Male☐       Female☐ 

2. Age: <25☐  25-35  ☐      36-45 ☐>46☐ 

3. Your occupation: 

Governmental☐ Private☐ Self employed☐ Other;☐ please specify if you mark 

„Other‟_________________ 

4. Which type of bank services do you use?(Please mark all that apply) 

Saving account☐  Current Account☐     Money transfer services☐  ATM service☐     

Internet/phone service ☐   Loan☐ Other; please specify___________________ 

Part II: Importance of each attribute for bank selection decision  

Please mark a number which best fits your opinion and tick (√) one number for each statement 

by using the following scale ranging from “1=Strongly Disagree (SD)” to “5=Strongly Agree 

(SA)” based on their degree of importance. 

 

S.N 

 

ATTRIBUTES OF BANK SELECTION 

SD D N A SA 

1 2 3 4 5 

 A. Convenience      

1 The nearness of bank branches to my location/University, work place 

and home/ determine my preference for a bank. 

     

2 The nearness of ATM branches to my location/University, work place 

and home/ determine my preference for a bank. 

     

3 Easy of opening a saving/current account       

4 Extended operation hours of the Bank       

 B. Number of  Branch       

5 The widespread of ATM determine my preference for a bank      

6 The widespread of bank branches determine my preference for a bank      

7 It provides always available network and money/ functional/ ATM       

8 Its service provision is fast and efficient       

 C. Third party influence      

9 Influence of employer to use the same bank for salary and other 
payment 

     

10 Recommendation from family/relatives/ and/or  friends       

11 Influential marketing/advertizing campaign of the Bank      
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12 Influence /handling of branch manager and/or workers to open account      

 D. Reputation      

13 Reputation and positive image of the Bank       

14 Establishment time of the bank      

15 Financial stability and size of the Bank       

16 Trust in the Bank for security and safety of funds      

 E. E-Banking      

17 It offer phone banking facility       

18 It provide internet/online banking facility       

19 It provides SMS service for transaction notification      

20 It offer Service differentiation & customization      

 BANK SELECTION DECISION (Dependent)      

21 Convenience satisfies your bank selection decision.      

22 Availability of alternative bank service attracts you when choosing a 
bank 

     

23 Family and friends recommended you to use their bank      

24 You choose the bank you trusted      

25 You are confortable in using technology based bank service      

 

 

Part III. Additional information /Factors/ 

Is there any additional information that you want to add about factors/attributes/ of Bank 

selection decision? Yes☐ No☐ If your answer is yes, please 

explain:_______________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________ 

Thank you!! 

 

Appendix 2.1: Reliability Test Result of Pilot Test for convenience 

 

Reliability 

 

Scale: Convenience 

 

Case Processing Summary 

 N % 

Cases Valid 40 100.0 

Excluded
a
 0 .0 
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Total 40 100.0 

a. Listwise deletion based on all variables in the procedure. 

 

Reliability Statistics 

Cronbach's Alpha 

Cronbach's Alpha Based on 

Standardized Items N of Items 

.768 .767 4 

 

Item Statistics 

 Mean Std. Deviation N 

The nearness of bank branches to 

my location/University, work place 

and home/ determine my 

preference for a bank. 

4.7500 .43853 40 

The nearness of ATM branches to 

my location/University, work place 

and home/ determine my 

preference for a bank. 

4.6250 .54006 40 

Easy of opening a saving/current 

account 

4.5500 .50383 40 

Extended operation hours of the 

Bank 

4.6250 .49029 40 

 

Item-Total Statistics 

 

Scale Mean if 

Item Deleted 

Scale Variance 

if Item Deleted 

Corrected Item-

Total 

Correlation 

Squared 

Multiple 

Correlation 

Cronbach's 

Alpha if Item 

Deleted 

The nearness of bank branches 

to my location/University, work 

place and home/ determine my 

preference for a bank. 

13.8000 1.497 .573 .493 .713 

The nearness of ATM branches 

to my location/University, work 

place and home/ determine my 

preference for a bank. 

13.9250 1.251 .632 .425 .677 

Easy of opening a 

saving/current account 

14.0000 1.231 .734 .562 .617 
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Extended operation hours of the 

Bank 

13.9250 1.610 .366 .245 .812 

 

Scale Statistics 

Mean Variance Std. Deviation N of Items 

18.5500 2.305 1.51826 4 

 

Appendix 2.2: Reliability Test Result of Pilot Test for Number of Branch 

 

Scale: Number of Branch  

Case Processing Summary 

 N % 

Cases Valid 40 100.0 

Excluded
a
 0 .0 

Total 40 100.0 

a. Listwise deletion based on all variables in the procedure. 

 

Reliability Statistics 

Cronbach's Alpha 

Cronbach's Alpha Based on 

Standardized Items N of Items 

.799 .806 4 

 

Item Statistics 

 Mean Std. Deviation N 

The widespread of ATM determine 

my preference for a bank 

4.3000 1.09075 40 

The widespread of bank branches 

determine my preference for a bank 

4.2000 .99228 40 

It provides always available network 

and money/ functional/ ATM 

4.1500 1.16685 40 

Accessibility to my money 

determines my preference for a 

Bank 

3.6250 1.31437 40 

 

Item-Total Statistics 

 

Scale Mean if 

Item Deleted 

Scale Variance if 

Item Deleted 

Corrected Item-

Total 

Correlation 

Squared 

Multiple 

Correlation 

Cronbach's 

Alpha if Item 

Deleted 
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The widespread of ATM 

determine my preference for a 

bank 

11.9750 8.076 .623 .661 .743 

The widespread of bank 

branches determine my 

preference for a bank 

12.0750 8.430 .644 .657 .739 

It provides always available 

network and money/ functional/ 

ATM 

12.1250 7.702 .628 .489 .740 

Accessibility to my money 

determines my preference for a 

Bank 

12.6500 7.310 .575 .468 .774 

 

Scale Statistics 

Mean Variance Std. Deviation N of Items 

16.2750 13.128 3.62320 4 

 

Appendix 2.3: Reliability Test Result of Pilot Test for Third Party Influence 

 

Case Processing Summary 

 N % 

Cases Valid 40 100.0 

Excluded
a
 0 .0 

Total 40 100.0 

a. Listwise deletion based on all variables in the procedure. 

 

Reliability Statistics 

Cronbach's 

Alpha 

Cronbach's Alpha 

Based on Standardized 

Items N of Items 

.737 .749 4 

 

Item Statistics 

 Mean Std. Deviation N 

Influence of employer to use 

the same bank for salary and 

other payment 

3.5000 1.48497 40 
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Recommendation from 

family/relatives/ and/or  friends  

3.1500 1.23101 40 

Influential 

marketing/advertizing 

campaign of the Bank 

3.2500 1.12660 40 

Influence /handling of branch 

manager and/or workers to 

open account 

2.8000 1.39963 40 

 

Item-Total Statistics 

 

Scale Mean 

if Item 

Deleted 

Scale Variance if 

Item Deleted 

Corrected Item-

Total 

Correlation 

Squared 

Multiple 

Correlation 

Cronbach's 

Alpha if Item 

Deleted 

Influence of employer to use 

the same bank for salary and 

other payment 

9.2000 9.292 .447 .206 .734 

Recommendation from 

family/relatives/ and/or  friends  

9.5500 9.997 .518 .294 .685 

Influential 

marketing/advertizing 

campaign of the Bank 

9.4500 9.741 .645 .432 .625 

Influence /handling of branch 

manager and/or workers to 

open account 

9.9000 9.015 .544 .338 .670 

 

Scale Statistics 

Mean Variance Std. Deviation N of Items 

12.7000 15.549 3.94319 4 

 
Appendix 2.4: Reliability Test Result of Pilot Test for Reputation 

Scale: Reputation 

 

Case Processing Summary 

 N % 

Cases Valid 40 100.0 

Excluded
a
 0 .0 

Total 40 100.0 

a. Listwise deletion based on all variables in the procedure. 
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Reliability Statistics 

Cronbach's Alpha 

Cronbach's Alpha Based on 

Standardized Items N of Items 

.779 .795 4 

 

Item Statistics 

 Mean Std. Deviation N 

Reputation and positive image 

of the Bank 

4.3750 .54006 40 

Establishment time of the bank 4.1000 .77790 40 

Financial stability and size of 

the Bank 

4.2250 .73336 40 

Trust in the Bank for security 

and safety of funds 

4.3750 .77418 40 

 

Item-Total Statistics 

 

Scale Mean if 

Item Deleted 

Scale Variance 

if Item Deleted 

Corrected 

Item-Total 

Correlation 

Squared 

Multiple 

Correlation 

Cronbach's 

Alpha if Item 

Deleted 

Reputation and positive image 

of the Bank 

12.7000 3.292 .667 .486 .706 

Establishment time of the bank 12.9750 3.512 .266 .104 .890 

Financial stability and size of 

the Bank 

12.8500 2.490 .805 .817 .599 

Trust in the Bank for security 

and safety of funds 

12.7000 2.523 .719 .790 .647 

 

Scale Statistics 

Mean Variance Std. Deviation N of Items 

17.0750 4.892 2.21171 4 

 

Appendix 2.5: Reliability Test Result of Pilot Test for E-Banking 

 

Scale: E-Banking 

 

Case Processing Summary 

 N % 
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Cases Valid 40 100.0 

Excluded
a
 0 .0 

Total 40 100.0 

a. Listwise deletion based on all variables in the procedure. 

 

Reliability Statistics 

Cronbach's Alpha 

Cronbach's Alpha Based 

on Standardized Items N of Items 

.810 .810 4 

 

Item Statistics 

 Mean Std. Deviation N 

It offer phone banking facility 3.8250 1.10680 40 

It provide internet/online 

banking facility 

3.6250 1.23387 40 

It provides SMS service for 

transaction notification 

3.9250 1.22762 40 

It offer Service differentiation & 

customization 

3.5250 1.19802 40 

 

Item-Total Statistics 

 

Scale Mean if 

Item Deleted 

Scale 

Variance if 

Item Deleted 

Corrected 

Item-Total 

Correlation 

Squared 

Multiple 

Correlation 

Cronbach's 

Alpha if Item 

Deleted 

It offer phone banking facility 11.0750 9.302 .589 .503 .780 

It provide internet/online 

banking facility 

11.2750 7.794 .753 .618 .698 

It provides SMS service for 

transaction notification 

10.9750 8.897 .560 .379 .795 

It offer Service differentiation 

& customization 

11.3750 8.702 .618 .392 .767 

 

Scale Statistics 

Mean Variance Std. Deviation N of Items 

14.9000 14.503 3.80822 4 

 
Appendix 2.6: Reliability Test Result of Pilot Test for Bank Selection Decision 

Scale: Bank Selection Decision 
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Case Processing Summary 

 N % 

Cases Valid 40 100.0 

Excluded
a
 0 .0 

Total 40 100.0 

a. Listwise deletion based on all variables in the procedure. 

Reliability Statistics 

Cronbach's Alpha 

Cronbach's Alpha Based on 

Standardized Items N of Items 

.764 .763 5 

 

Item Statistics 

 Mean Std. Deviation N 

Convenience affects your bank 

selection decision. 

4.4750 .59861 40 

Wide Branch and ATM Network 

is a factor when choosing a 

bank 

4.5750 .50064 40 

Third party influence affects 

your bank selection decision 

4.4000 .49614 40 

Reputation of the bank is a 

factor when choosing a bank 

4.4500 .55238 40 

E- Banking used by the bank 

attracts you 

4.4250 .54948 40 

 

Item-Total Statistics 

 

Scale Mean i 

f Item Deleted 

Scale 

Variance if 

Item Deleted 

Corrected 

Item-Total 

Correlation 

Squared 

Multiple 

Correlation 

Cronbach's 

Alpha if Item 

Deleted 

Convenience affects your bank 

selection decision. 

17.8500 2.387 .550 .537 .717 

Wide Branch and ATM Network is 

a factor when choosing a bank 

17.7500 2.808 .420 .504 .758 

Third party influence affects your 

bank selection decision 

17.9250 2.687 .511 .452 .730 

Reputation of the bank is a factor 

when choosing a bank 

17.8750 2.369 .641 .547 .682 
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E- Banking used by the bank 

attracts you 

17.9000 2.503 .552 .408 .715 

 

Scale Statistics 

Mean Variance Std. Deviation N of Items 

22.3250 3.763 1.93996 5 

 


