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Abstract

Agent banking is a distribution channel for providing several banking services to the
underprivileged people through banking agents without establishing any formal branches. Agent
banking system was not well known for the banking industry of Ethiopian. It is therefore important
to isolate the factors that affect agency banking in commercial bank of Ethiopia. The study tries to
identify the factors that affect the adoption of agent banking. Therefore, the general objective of
this study is to investigate the factors affecting the Adoption of Agency Banking in Commercial
Bank of Ethiopia (CBE). To achieve the objective of the study descriptive research designs were
used. For the study quantitative Data were collected through five point Likert scale questionnaires
and qualitative date were collected through open ended questionnaires. The study targeted a total
of 240 employees, 92 customers and 92 agents. However, only 198 respondents from employee, 78
respondents from agents and 80 respondents from customers responded and returned their
questionnaires. Collected data was analyzed by using descriptive, correlation and regression
analysis. Multiple regression analysis was conducted to test the influence among predictor
variables. R square value is 0.341which shows that, there is 34.1 % of variation in adoption of
Agent banking due to Social and Cultural factors, Technological Factors, Economic Factors,
Regulatory Factors and Environmental Factors. The study recommends that, the bank should make
progress to strength its system quality by hiring highly qualified and committed Information System
personnel and should strength its support system such as Information Communication Technology

ICT infrastructure by working with relevant government.
Key Words

Agent Banking, Technological Factors, Economic Factors, Regulatory Factors,

Environmental Factors
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Chapter one
Introduction

1.1 Background of the study

A growing number of enterprises must contend with greater competition in today's globalized and
dynamic commercial climate. The secret to maintaining a sustained competitive advantage in
providing high-quality services that will ultimately lead to happy consumers is the fast-paced
technical advancements and competitive business environment. Rapid technological advancement
indicates that high-quality service is a key differentiator and source of competitive advantage
(Dandena et al., 2020).

Agent banking is a method of distribution that uses banking agents to offer various financial
services to the less fortunate without opening official branches. Agent banking offers a restricted
range of deposit collecting, loan distribution, utility bill payment, cash transfer, and remittance
services (Main Uddin & Sultana, 2019). Licensed institutions can hire third parties to provide
specific banking services on their behalf through an arrangement known as agent banking. Under
the agent banking model, banks offer financial services through non-bank intermediaries such
pharmacies, grocery stores, retail stores, post offices, and lottery outlets (Khartit, 2021). With its
directive no. FIS/01/2012, the National Bank of Ethiopia (NBE), the financial sector's supervisor,
has given guidelines for the operation of mobile and agent banking. The directive was released by
NBE with the aim of enhancing financial inclusion and expanding financial sector accessibility for
the unbanked people, particularly in rural areas that are geographically remote from areas with
banking services. Ethiopian banks have been providing services to their customers outside of their

branches by utilizing electronic banking via POS terminals and ATMs.

Now, they are implementing agent banking, which has been used in several nations, to improve
accessibility and save expenses. According to various studies, agent banking has been used in Latin
America, particularly in Brazil, and has since spread to other nations. Kenya is one of the African
countries that has had the most success implementing agent banking (AFI, agent banking in Latin

America).



The world of financial institutions like banks has changed as a result of the information technology
industry's explosive expansion and innovations. Financial institutions are crucial in offering a
variety of financial services, such as transferring surplus funds to those in need of funds to carry
out various economic endeavors. In the financial industry, banks have historically been the main
participants in mobilizing public funds for savings and lending to individuals in need. This is still
the case in underdeveloped nations today, as alternative financial institutions are less developed
than banks. Therefore, this study focuses on identifying the critical factors which influence the

adoption of agency banking services by commercial bank of Ethiopia.
1.2 Statement of problem

(Worku, 2010) claims that because Ethiopia's banking sector is still in its infancy, it is imperative
that plans for capacity building be put in place and that the financial system be modernized using
cutting-edge technology that is available everywhere in the globe. The current banking system is
unable to meet the demands of an expanding import-export industry, as well as expanded

international trade and international relations. The system is not reliable or efficient enough.

According to the research by (Siedek, 2008), agent banking increases the banks' competitiveness
and geographic reach, giving both current and potential consumers easier access to financial
services. The bank offers this ease through its agents, and when paired with innovative services, it
can reach markets outside of its typical clientele. With the use of agency-banking technology,
operations are now more productive and efficient, allowing for quicker and more convenient
transaction processing. As a result, it has improved internal processes, increased customer service,
improved operations, and distributed information more effectively. This suggests that the benefits
to customers extend beyond handling currency to fewer trips to the banking rooms. According to
Sewagegnhu's (2015) study, agent banking allows for the gathering of a small group of clients
around each agent, allowing for the introduction of the bank’s identity and services to prospective
consumers. This might make running a new branch in the neighborhood easier. Nevertheless,
despite the significance of agency banking, some banking halls continue to have long lines,
customers who handle excessive amounts of cash, and a lack of knowledge about the services and

products offered by agency banking.



The author claims that electronic banking is becoming more and more common in developing
nations and is widely utilized in wealthier nations (Meaza, 2013). However, because electronic
payment methods are still relatively new in Ethiopia, cash is still the most often utilized form of
payment there. Ethiopia’'s banking industry cannot continue to be an exception when it comes to
the swift adoption of electronic payment systems by industrialized and emerging nations. Based on
data from the NBE (2015), six of Ethiopia's eighteen commercial banks have begun offering
agency-banking services. These banks have started implementing agency banking (CBE birr)
systems in an effort to reduce expenses and increase efficiency. However, despite the expansion of

agency banking

(Zhao, 2008) a deeper comprehension of the factors influencing the adoption of E-banking is
essential to promote its continued adoption in developing nations, particularly Ethiopia.
Researchers and practitioners can develop strategic implications about how to encourage the
growth of agency banking and e-banking in developing countries by gaining a thorough
understanding of the conditions and factors that affect these industries' capacity to fully adopt and
realize their benefits. While the banking sector is showing a great deal of interest in agent banking,
academics have not given it much thought. Ethiopia, the second-most populous country in Africa,
has the lowest rate of financial inclusion (the percentage of the population with a bank account)
among Sub-Saharan African nations, despite an alarmingly high rate of mobile penetration, which

can be utilized as a tool for financial inclusion.

Developing a deeper understanding of the elements that impact e-banking adoption is crucial to
encouraging its continuous use in developing countries, especially Ethiopia. Understanding the
conditions and factors that affect these industries' ability to fully adopt and realize their benefits
will help researchers and practitioners make strategic decisions about how to support the growth
of agency banking and e-banking in developing nations. Although academics have not given agent

banking much study, the financial industry is quite interested in it.

Following the National Bank of Ethiopia's recent finalization of a draft decree describing the
framework of such services, a number of banks and financial organizations are expressing interest
in introducing mobile banking services. A number of micro financial institutions in Ethiopia are
now able to publicly offer mobile money services to their consumers as of September 2015 thanks

to the CBE birr technology solution, which powers one of the best mobile money services, CBE
3



birr. The number of CBE birr consumers at the Commercial Bank of Ethiopia is increasing over
time, however the activity level of registered customers seems to be lower than that of the whole
customer base. Such that the official audit report for 2020-2021 touched, CBEDbirr is the platform
which the bank offers to render agency banking business that agents use to deliver banking
activities to customers or public including cash-in, cash-out, bill payment and others to gain benefit
in the form of commission and more sales. Consequently, the bank increases its customer base and

mobilize more deposits from the business agency banking.

Agent banking system was not well known for the banking industry of Ethiopian. It is therefore

important to isolate the factors that affect agency banking in commercial bank of Ethiopia.

Due to these issues, there is a research gap that this study aims to close by examining the variables
impacting the adoption of CBE birr, which will increase the availability of agency banking services
in CBE. The goal of the study is to determine the variables that influence the uptake of the CBE
birr service from the distribution network coverage, consumers' adoption standpoint, and benefit
point of view. In light of the aforementioned research issues, the goal of this study is to evaluate

the variables influencing the Commercial Bank of Ethiopia's adoption of agent banking.

The success of the business is greatly influenced by the changing environment brought about by
society's rising adoption of mobile phones, and this study aims to fill the contextual gap left by
previous research in this area. The conceptual gap of the previous research will also be considered
here, since it is still believed that a knowledge gap is one of the reasons agency banking should not
be expanded in the industry. With the help of updated sampling procedures, market data,
technological improvements, and new views, this work attempts to close the empirical gap left by

previous research.

Agents and branches were used to attract 4.5 million mobile money or CBEBIRR customers,
according to the official audit report for 2020-2021. Overall results demonstrated that CBE
mediated through digital channels fared better than teller-based CBE, accounting for 56% of the
total. Because of this, the agency banking sector does not yield significant profits for financial
institutions, the general public, or society at large, even in business-friendly economies. This might

be the case because this problem hasn't been practically addressed in prior study.



According to the aforementioned research, banks have been able to gain market share due to the
advent of digitalization in the industry. As with any developing society, banks have also turned
their focus to electronic banking because of its enormous potential. Ethiopia's commercial bank
has a reputation for being easily accessible because of its large number of branches throughout the
nation. By its very nature, this traditional banking system is expensive, and digitally based services

that improve service efficacy and efficiency can quickly replace it.

With today's technology, you may do electronic banking with simply a cell phone and an operating
system. People can conduct financial transactions using their mobile phones. However, the
performance of the bank and the potential of the market are no longer comparable. Customers that
come to multiple branches to get financial services are usually neglected in the lobby area. To
satisfy these clients, the bank is anticipated to concentrate more on agency banking and overall
digitalization. The complete worldwide practice of agency banking and related services will be

thoroughly covered in the upcoming section on the literature study.

This paper can close the conceptual gap left by previous research since the issue of interest has not
been completely examined and has the potential to change the general direction and company
culture. The preceding statement is a concept that warrants support as it underscores the inability
of banks and the financial sector to generate consistent profits, in addition to the lack of financial
inclusion in the market, as observed in other countries such as Kenya, Nigeria, India, and so forth.
Consequently, insufficient knowledge in the sector hinders the opportunity to benefit all parties.
This study adds to the public awareness-raising activities and knowledge acquisition strategies used

by businesses to fill in the practical gaps left by the prior studies.

By examining how the landscape has changed as a result of the government's digitalization policy,
the dynamic improvement in mobile phone usage by society, and new regulations enacted by policy
makers like opening the market to foreign competitors, which has allowed mobile network
operators like MPESA and TELEBIRR to enter the domestic market, this thesis also aims to fill in
the contextual gaps left by earlier research. In particular, this paper addresses the TOE
(Technology-Organization-Environment) as mentioned above by taking into account additional
important factors, such as economic and sociocultural factors, which are uncommon in earlier

studies. It is therefore easy to conclude that this paper will fill the theoretical gap of earlier studies.



In conclusion, Ethiopian commercial banks have not adopted agency banking as quickly as
expected. Its implementation may be hampered by a number of things, including as social and
cultural barriers, legislative obstacles, technology restrictions, and questions about economic
feasibility. To effectively accelerate the implementation of agency banking and realize its potential
benefits for the banking sector, it is imperative to comprehend these characteristics. Thus, the
primary goal of this research is to pinpoint the crucial elements that impact Ethiopia's commercial

banks' adoption of agency banking services.

1.3 Research questions

The study has tried to address the following research questions; encompassing the concepts related
to what the influencing factors demonstrated as variables and which ones has the higher effect on

Agency Banking adoption.

e How does the technological factors influencing the adoption of agency banking in
Commercial bank of Ethiopia?

e How do regulatory factors impact the adoption of agency banking in the Ethiopian banking
sector?

e How do economic considerations influence the decision to adopt agency banking services?

e How do social and cultural factors affect the adoption of agency banking in Commercial
bank of Ethiopia?

e How do environmental factors affect the adoption of agency banking in Commercial bank
of Ethiopia?

e Among the influencing Variables which one has the higher effect on Agency Banking

adoption

1.4 Objectives of the study

1.4.1 General objectives
The general objective of this study is to investigate the factors affecting the Adoption of Agency

Banking in Commercial Bank of Ethiopia (CBE).



1.4.2 Specific objectives
The specific objectives include:

1. To examine the influence of technological factors on the adoption of Agency Banking in
Commercial Bank of Ethiopia.

2. To determine the impact of regulatory factors on the Adoption of Agency Banking in the
Commercial Bank of Ethiopia.

3. To examine the influence of economic considerations on the users’ decision to adopt
Agency Banking services.

4. To explore the role of social and cultural factors in influencing Agency Banking adoption

5. To examine the influence of environmental factors on the users’ decision to adopt agency
banking services

6. To determine the higher explaining independent variable that influence the adoption of

Agency Banking

1.5 Significance of the study

This study holds significant importance for various stakeholders in the Ethiopian banking sector.
It provided valuable insights to commercial banks, policymakers, and regulatory authorities on the
barriers and opportunities related to agency banking adoption. The findings can inform the
formulation of policies and strategies to enhance financial inclusion efforts and expand the reach
of banking services to unbanked and underserved populations. Additionally, the study contributes
to the existing literature on agency banking adoption in developing countries and may serve as a

reference for further research in this domain.

1.6 Scope and Limitation of the study

This study focuses on Commercial bank of Ethiopia on its adoption of agency banking. The study
is limited to the factors affecting agency banking adoption and will not explore other aspects of the
banking sector. Geographically, the study is only conducted in Addis Ababa which the central
region of the bank. It is mentioned that there are other two regions in the bank’s arrangement the
North-East and the South-West regions. Regarding methodology, the study involves both direct

employees of the agency banking division and significant agency banking industry participants so



staffs from other divisions and departments are not included. However key stakeholders in the
agency banking sector are involved such as clients. To assess and identify the impact of

independent variables on the uptake of agency banking, regression and correlation analysis is used.

The study focuses on factors that affect the adoption of agency banking particularly in case of CBE.
Even if the finding of this paper helps much as an input and reference for future use, still it may
not fit perfectly to other organizations, financial sectors or even banks due to different company
policy, market share, financial capacity, business nature etc. For instance, Ethio-telecom engages
in agent service using the payment platform TELEBIRR. The sampling is depending on the staffs
who are engaged in agency banking activities directly or indirectly operating under Addis Ababa
based district offices and head office department only; due to the location of other district offices
is in different regions of the country that makes difficult for the researcher to address. Moreover,

agents and customers are considered in collecting the data.

1.7 Definition of Terms

Agency Banking: A banking model where third-party agents, often retail shops or small

businesses, provide basic banking service on behalf of a bank to customers in underserved areas.

Financial Inclusion: The endeavor to guarantee that people and enterprises can obtain reasonably

priced and suitable financial goods and services.

Technological Factors: Elements related to the technological infrastructure and readiness for

agency banking implementation.

Regulatory Factors: Aspects of the legal and regulatory environment that may impact agency
banking adoption.

Economic Considerations: Financial and cost-related factors influencing the decision to adopt

agency banking services.

Social and Cultural Factors: Societal and cultural influences that may affect the adoption of

agency banking.



1.8 Organization of the Thesis

This thesis is structured into several chapters to present a comprehensive analysis of factors
affecting the adoption of Agency Banking in Commercial Bank of Ethiopia. Such that it is divided
into five chapters. The study's background, problem statement, purpose, research questions,
significance, and scope are all included in the first chapter. The second chapter includes literature
review in the subject of research. In third chapter, the research design and techniques is described.
In chapter four data presentation and analysis is discussed. The Research findings, conclusions and

recommendations are described in Chapter five.



Chapter two

Literature Review
Introduction

The purpose of this study's chapter is to evaluate the literature in the domain of Adoption, with a
particular focus on factors affecting the Adoption of Agency Banking. This survey of literature
outlines three major areas which includes theoretical review, empirical review and conceptual

framework based on the previous research findings.

2.1 Theoretical Literature Review

2.1.1 Overview and Global experience of Agency Banking

"Bank" refers to a company licensed by the National Bank to conduct banking business in Ethiopia
or a bank owned by the government. "Agent banking" refers to the conduct of banking business on
behalf of a financial institution through an agent using various service delivery channels; "agent"
means a person engaged in a commercial or business activity and has been contracted by a financial
institution to provide the services of the financial institution on its behalf. (NBE, Regulation of
Mobile and Agent Banking Services Directives No. FIS /01/2012). A retail or postal shop hired by

a financial institution or a mobile network operator to handle customers' “transactions" is referred
to as a banking agent. The person who executes the transaction and allows customers to deposit,
withdraw, and transfer money, pay their bills, find out the balance on their account, and get
government benefits or a direct deposit from their employment is the retail outlet's owner or an

employee.

Financial inclusion is a process that ensures that everyone in a country has simple access to, use
of, and availability of the formal financial system (Pant, 2016). Providing financial services to the
underprivileged and low-income members of the community at a fair price is the goal of the
financial inclusion initiative (Munoru, 2016). The ability of an individual, family, or group to
acquire a wide range of formal financial services that are practical, ethically provided, and
reasonably priced is known as financial inclusion. Financial exclusion is a term used to describe
those who lack this skill (Mbugua & Afande, 2015).
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Economic development and poverty reduction depend heavily on financial inclusion. The World
Bank (2018) states that access to adequate and reasonably priced financial goods and services that
are offered responsibly and sustainably is a right for both individuals and enterprises. Governments,
international development organizations, academics, and the corporate sector have all made
financial inclusion a primary priority for the world. The World Bank wants to make financial access
available to everyone so that the less fortunate and rural poor can escape poverty by helping them
to create respectable lifestyles. A well-considered financial inclusion program can also help the

underprivileged in rural areas start and grow their own enterprises (Pant, 2016).

The elimination of social inequality and the eradication of poverty are made possible by financial
inclusion for society's most vulnerable and poorest people. It will give people the tools they need
to manage and save their money so they can make wise financial decisions. It will unleash potential
and empower people on all levels, including men, women, and entire communities, encouraging
investment there and reviving the economy overall (SEPA for Corporates, 2015). People who have
access to financial inclusion are more likely to save, which enhances capital formation and

strengthens the economy (Khanvilkar, 2015).

The strong economic progress and financial expansion of a people continue to be supported by a
fundamental pillar known as financial inclusion. The potential that financial inclusion has in
solving issues like global poverty, income inequality, underdevelopment, and welfare is the
primary driver of this. Everyone having access to financial services is thought to result in a faster
and more significant impact on global development when everyone's efforts are combined. Because
of this, agency banking was created. According to Ndungu, Okibo, and Nyangu (2015), non-
convectional banking transactions offered through alternative banking channels have actually

surpassed those conducted through regular banking.

The use of agent banking to provide financial services in developing areas has emerged as one of
the most promising techniques ever. This strategy involves financial institutions partnering with
already-existing nonbank retail establishments including convenience stores, petrol stations, and
post offices to provide financial services. Because it allows banks to provide services at a lower
cost and reaches unbanked and low-income people where they live, this strategy can be particularly
effective when helping the unbanked poor. Only agency banking facilities service around 1,600

communities in Brazil, the country where the concept has had the most success. Caixa Econémica
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Federal (CEF), the second-largest bank in Brazil, was the first to use the agent banking system in
2000 by strengthening its already-existing collaboration with the national chain of lottery retailers
(Casas Lotéricas). Initially, Casas Lotéricas was hired by CEF to provide services including the
payment of bills and social security benefits. Following a national auction for the postal franchise,
the largest private bank in Brazil, Bradesco, followed with an agency banking arrangement with
Brazil's postal services in 2001 to provide financial services (Chaia, et al., 2010; Kumar, et al.,
2006).

Since the government approved agency banking in late 2009, more than 5,000 agent outlets
supported by 11 banks have cropped up in Mexico, according to Chaia et al. (2010). Through more
than half of the 23,000 state-owned Diconsa stores, the government is leveraging it to develop a
basic financial services offering. Nearly 200,000 individuals have received government payments
since 2009 thanks to a pilot system that uses point-of-sale devices and identity cards with
fingerprint readers. The network could let the Mexican government reach at least two million
beneficiaries and expand the spectrum of services it offers by include insurance and savings
programs. Similarly, M-Pesa is also the most effective mobile money service provider in Africa
that shows remarkable success in mobile money services from Kenya. M-Pesa relays on physical
locations which operates as correspondent outlets giving users fast and convenient platform to

deposit as well as cash withdrawal.

Stephen Ross and Barry Mitnick were the first academics to formally recommend and start
developing a theory of agency in the early 1970s. Agency theory research has produced a number
of conclusions. Most importantly, when the contract is outcome based, an agent is more likely to
embrace the aims of the principal and, as a result, operate in the principle's interest. Additionally,
the agent is more likely to comply with the principal's objectives when he is aware of a mechanism

in place that enables the principal to check the agent's behavior (Ndungu, et al. 2015).

The process of financial inclusion depends heavily on technology. In order to ensure that people
have access to financial services whenever and wherever they need them, it is the most significant
driver of financial inclusion (Fanta & Makina, 2019). The ecosystem for financial inclusion in Asia
has changed quickly as a result of technological breakthroughs, new goods and services, and
creative business models. Financial inclusion is now feasible because to technological progress and

the digital transformation (Pant, 2018).
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The traditional limits of banking are continually being pushed by new innovations. Similar to this,
the way banks interact with their clients is changing from being operations-centric to being
customer-centric. Additionally, branchless methods like automated teller machines (ATMs),
internet banking, and mobile banking have replaced traditional brick and mortar branches as the
primary means of delivering banking services. From their financial institutions, consumers and
companies anticipate easy access and user-friendly services. As a result, banks are looking into
new technologies for convenience and mobility of their customers. In order to improve access to
financial services in poor nations, agent banking has become a well-liked modern mechanism
(Sakchyam, n.d.). Agent banking is the term for the electronic and remote execution of financial
operations. Due to the fact that financial services are provided by external resources, customers

can obtain them without going to bank branches (Subramanian, 2013).
2.1.2 Agency Theory

(Michael et al., 1976) created the notion of agency. According to the thesis, there is a connection
between the agents and the enterprise. The theory is very interested in determining whether there
are enough market mechanisms for the agents to fulfill the owners of the businesses' expectations
in order to maximize returns. The owners make an effort to guarantee that there is a significant
division between ownership and control even though the agents work for the principle. Legal
authority to make decisions and conduct business on behalf of the company is legally transferred
to the agent by the principle. The principle always anticipates that the agents will act in their best
interests and on their behalf. The interests of the principal and the agent can diverge at times. These
variations lead to some agency issues, such as when the agent's goals diverge from the principal’s
(Candidate et al., 2022).

2.1.3 Agency banking models

Different literature explains the types of agency banking models indicating the models that
financial organization prefer to recruit, follow and retain agents in order to leverage the best of the
business. Commercial banks have come to the conclusion that it is not possible to provide financial
services to rural communities through their conventional branches. As a result, they have asked
others (retail establishments) to carry out their instructions and offer basic banking services such

account opening, deposits, and withdrawals. In the agreement between banks and neighborhood
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stores, the banks take on the role of principals and the neighborhood stores of agents (Munoru,
2016).

Many academic works elucidate the many agency banking models, highlighting the approaches
that financial institutions favor for hiring, training, and retaining agents to optimize business
performance. Commercial banks have concluded that their traditional branches are unable to serve
rural populations with financial services. Consequently, they have instructed others (retail
establishments) to follow their lead and provide basic banking services including creating accounts,
making deposits, and making withdrawals. In the agreement between community stores and banks,

the neighborhood stores act as agents and the banks as principals (Shakya, 2022).

In collaboration with telecom companies, ISPs, and a vast network of bank-hired agents, banks
have established several agent banking distribution channels across the globe (Nisha et al., 2020).
For example, using agent banking to promote financial inclusion has already been used in Brazil,
Colombia, Kenya, Peru, and India. A non-bank-based agent banking model is developing, while
Brazil still employs a paradigm centered on banks for agent banking. The current legal framework
in Colombia restricts the conduct of business to bank-based agents; non-bank-based agents are not
allowed. Peru uses a bank-based agent banking concept. The nonbank-based agent banking model
is widely used in Kenya. Both the bank-based and non-bank-based agent banking models are used
in India (EFInA, 2011).

To illustrate with examples four different types agent banking models were founded by (Veniard
& Melinda, 2010). These includes:

I. POS-ENABLED BANK AGENT (agent adopt a payment card determining clients under
a control of a bank);
II. MOBILE- PHONE ENABLED AGENT (The agent uses a cell phone to recognize and
classify clients and will be managed by banks);
I11.  MOBILE WALLET (Telecom companies manages these agents who use cell phones to
identify their clients offering mobile wallets that are supported by bank deposits); and
IV. BANK MOBILE WALLET WITH ACCOUNTS (It is the bank account integrated with
mobile wallet. Fee will be received by telecoms so banks do not manage the agents.
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Three theories have been also justified by (Njunji, 2013) concerning agent banking models which

supports to better view in the area:

A. BANK-FOCUSED THEORY: - The bank-focused idea emerges when a traditional bank
uses non-traditional cheaper delivery channels to render financial services to its current
customers. Examples include using Automated Tellers Machines (ATMs), online-banking,
or mobile-banking to provide people with minimum financial services. This strategy is
progressive in nature and can be considered as a minor enlargement of traditional branch
banking.

B. BANK-LED THEORY: - Customers undertake financial transactions through retail agents
rather than bank branches or bank workers in the bank-led model, which contrasts from
traditional branch-based banking. A regulated financial organization (mostly banks)
distributes financial services through a retail agent under the most basic variant of the bank-
led notion of agent banking. In other words, the bank creates financial outputs but distributes
them through retail agents who handle all or most of the customer engagement.

The bank-led model provides a clear alternative to traditional branch-based banking, according to
Aduda et al. (2013). Instead of going to bank offices or dealing with bank workers, it lets customers
to complete financial transactions at a wide range of retail agents (or through mobile phone). This
model significantly expands the reach of financial services by using variety channels like retailers,
a different trade partner (telecom / chain store) with expertise and a target market different from

traditional banks, and may be significantly less expensive than the other bank-based options.

A regulated financial institution (usually a bank) provides financial services through a retail agent
in the most basic form of the bank-led branchless banking model. To put it another way, while the
bank creates financial services and products, it distributes them through retail agents who handle
all or most of the customer interactions. The bank is the institution where consumers retain accounts

and serves as the primary source of financial services (Lyman, T., Ivatury, & Staschen, 2006).

C. NON-BANK-LED THEORY: - The non-bank-led model includes banks insignificant role
in the daily activities of managing accounts. The role of the bank is only protecting the funds
according to this model. Such that management of accounts is operated by a non-bank which

directly interacts with customers. There is no deal between the customers and the banks in
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this theory rather mobile network providers or operators, card issuers and retails appear
commencing interactions.
Customers that use the nonbank-led branchless banking model do not interact with banks or keep
bank accounts. A bank might not be at all involved. Customers instead engage with a nonbank
company, such as a mobile network operator or a provider of prepaid cards, and their first point of
contact is a retail agent. Customers swap their cash for e-money held in a virtual e-money account
on the nonbank's server, which is not connected to a bank account in the person's name, rather than

depositing money into and withdrawing money from a bank account (Lyman et al., 2006).

For the predominantly unbanked population, banking services can be provided through a non-bank
based paradigm, often known as a transformational model. Based on this transformative paradigm,
telecom firms in Kenya and South Africa run the services MPESA and Wizzit, respectively (EBR,
2018).

Furthermore, Achugamonu (2017) explains two key models of agent banking in Nigeria: BANK-
LED MODEL and NON-BANK-LED MODEL.

a. BANK-LED MODEL.: - (This is where a bank acts as a principal in forming agent banking
relation with agents)
b. NON-BANK-LED MODEL.: - (This is other than banks could serve as principals in
forming agent banking relation with agents)
The last type of agency models mentioned in different literatures is the hybrid Model of agency
banking which incorporates the two common models the bank-led model and the non-bank-led
model emphasizing on mobile network operators (MNOs). This hybrid model indicates the side by
side operation of pure bank and pure non-bank or MNO models. This model also includes micro

finances to facilitate the agency services (ACAA 2023).

The above authors have mentioned the ideology of agency modeling lays the involvement of banks
in agency service incorporating conventional accounts and the other aspect is realizing the agency
service without using the banks direct involvement and having accounts which will also be carried
out by different network operators. The literatures indicated experience of different countries with
their companies like M-Pesa. When we bring the concept to our market we can find TeleBirr under

Ethio-telecom. Here banks also have an involvement with the combination of the two agency
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models by collaborating with other organizations like telecoms, microfinances and even financial

technology companies to operate under the model of hybrid agency service model.
2.1.4 Challenges and benefits of agency banking

Financial institutions have seen a surge in their earnings, and one of the key factors in such
significant gains is agent banking. Banks are discovering that setting up agents is less expensive
than creating a branch, where they would have to pay more for staff, rent, power, etc. In agent
banking, practically all expenses are borne by the agent. Agent banking has enabled bank services
and products to enter markets that previously thought inaccessible. Banks can now be found in
even the smallest settlements thanks to agent banking. It is found to be very effective by the banks

to increase customer base instead of using sales force (Lehman 2010).

With the growth of financial institution branches, financial access has increased. On the other hand,
financial institutions continue to be concentrated in urban or semi-urban areas, where transportation
is convenient and easy. Due to the fact that many of these towns still lack access to banking, it is
challenging to offer necessities like electricity, telephones, and banking in these places. In order to
satisfy the payment needs of persons who lack access to banking services, agent banking has been
promoted (Pant, 2016).

Agent banking was described by Mahmood and Sarkar (2015) as one of the strategies for
integrating a sizable population of economically disadvantaged people into the formal financial
system. Because it is believed that agent banking would boost the use of financial services by those
who are financially excluded, it is becoming more and more popular in many developing countries.
A novel idea called agent banking can help banks reach out to underserved communities through
their agents, who will offer a range of financial services to local citizens while receiving logistical
support from the bank’'s nearest office. In locations where a bank's full-fledged branch is

impractical, agents are appointed.

A bank can expand its branch network at a cheap cost by using authorized agents through agent
banking, commonly referred to as branchless banking or business correspondents. As a result,
banks can offer less-risk services to clients in remote and rural locations where it is challenging to

operate typical bank offices (Novatti, 2019). When banks use agents to provide services, itis known
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as Branch Less Banking (BLB). The strategy aims to target people who are currently not using
traditional banking and lower delivery costs. Mobile devices and card networks are frequently
utilized for BLB (Pickens, Porteous, & Rotman, 2009).

According to Aggarwal and Klapper (2013), because of the low volume and value of transactions,
traditional bank branches are not a profitable and practical answer to financial inclusion in rural
areas. Agent banking services, which make use of mobile technology and an established network
of local businesses, thereby offer low-cost financial services to rural disadvantaged populations.
Financial institutions can expand their services to areas where a sizable segment of the population
lacks access to banking services and branch creation requires a sizable investment thanks to the
agency banking model. With different degrees of success, agent banking has recently gained
recognition as a practical and advantageous method for delivering formal financial services to rural
areas in many developing countries, particularly in Latin America. Various nations across the world
have entertained this agency banking service to enlarge financial services scope and dimension
which includes Brazil, Kenya, India, Pakistan Philippines, Malaysia, South Africa and Uganda can
be mentioned (Nisha, Nawrin and Bushra 2020).

Since it had been the subject of in-depth research, Jensen and Meckling (1976) introduced agency
theory in its modern incarnation. In their investigation of agency theory, they defined an agency
relationship as an arrangement in which one or more persons (principals) hire another person
(agent) to carry out tasks on their behalf and grant the agent some authority. The agent could not
always behave in the principal's best interests if the agent's and principal's goals are both to increase
profits. The principle can control deviations from his interests by providing the agent with the
appropriate incentives. Commercial banks that use the agency banking model and employ lots of
agents establish the principal-agent relationship by attaching fair incentive mechanisms. Because

of attractive commission and payments, more customers and individuals like to work as agents.

As Nurcan (2005) explains, an agency relationship develops when at least one principle asks a third
party; Someone or something that assists in facilitating a transaction but is not one of the main
players is referred to as a third party, to perform an administrative activity on their behalf. In order
to achieve a net benefit, the meetings hope that the relationship will result in an effective work

division. Because it acknowledges the significance of the agent in attaining financial inclusion,
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agency theory is relevant to this topic. The idea holds that the principal's delegation of authority

contributes to the development of a prosperous and effective economy.

The high percentage of financial inclusion will be very advantageous to the government because it
will allow for more efficient use of resources. It encourages saving and economic growth, serving
as a means of reducing poverty. In this regard, the situation in Kenya continues to serve as a
valuable case study. In Kenya, the Central Bank has already given approval to 8,809 agents and
granted four banks licenses to conduct agent banking activities. Many more are anticipated to
receive their licenses in due time. According to Barasa et al. (2013), this will significantly increase

the penetration of low cost financial services in the nation.

The MNO (the Mobile Network Operator) or Network Service Provider will be advantageous from
a number of angles, including allowing the Operator to provide financial services for all subscriber
segments (in the case of the MNO Model), acting as a conduit for the development of new services
around its primary distribution system, enhancing subscriber retention, and acting as a new revenue

stream as more and more subscribers join the service provider in need of the particular service.

Because they have to keep enough cash and electronic float on hand for clients to withdraw and
deposit money whenever they need it, agents need a lot of capital. Other costs necessitate upfront
payments as well, albeit for considerably smaller amounts. Agents must also keep a prepaid sum
or collateral on the bank's property in addition to these requirements. Agents might need to upgrade
their stores’ branding (paint, stickers, counter, etc.), get a business license, or beef up security

(Flaming et al. 2011).

Social issues and the public perception of financial institutions' products are another area of
concern. The reputation of banks may suffer if retail representatives are underpaid or are robbed.
There are many operational risks stated, including the release of client information or deficiencies
in the liquidity of the cash drawer of the retail agent, which could endanger their reputations. The
public is unable to use the new product as a result of these and other image-management errors due

to their unfavorable impressions of it (Laurer, 2011).

It is necessary for developing countries to establish a respectable level of infrastructure and good

human capacity building before they can adapt global technologies for their local demands. Many
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consumers in developing countries don't have access to or don't have faith in the crucial

infrastructure needed to process electronic payments (Kaur & Rajneesh, 2014).

To summarize the benefits of agency banking with the challenges available, the literatures above
have shown important aspects. Agency banking is very advisable in many ways according to these
researchers. The common ones start with the chance to mobilize more resources and expand
customer base for banks with less cost, means of additional income for agents in terms of
commissions and incentives, to visualize huge financial inclusions to the public, bring different
organizations to participate in financial services as a different business streams like telecom

companies, saves time for customers, accessibility and other benefits can be mentioned.

The agency banking does not appear without challenges to cultivate the fruits from it. The main
objectives of this paper is also to identify them for better adoption particularly in the case of CBE.
The general challenges may serve as inputs for our case company. Such that, as per the literatures
have touched through so far by many researchers some basic challenges including getting public
trust for agents, securing reputation of the principal financial institution, lack of infrastructure and
technological inadequacy, handling the float balance in relation to liquidity for agents can be

mentioned.

To give huge glance of the prior studies under this chapter we have touched the general overview,
meaning and concepts concerning the subject that we are dealing with: the agency banking, the
pioneer nations experience with the challenges they faced during their adoption before being elite
in the business, the benefits they acquired and the strategies they followed for their success in terms
of agency modeling has been covered. To excel in the agency banking business there has been
numerous studies were conducted recommending possible solutions and ideas to be successful in
the business. So among these many studies some selected to examine their findings which could
support this research to arrive at better recommendations that were not touched before or

overlooked and then the next sub topic gives these findings.
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2.1.5 Theoretical framework

Many researchers in their study used various approaches. From those frameworks the technology
acceptance model(TAM) and the technology-organization-environment frame work (TOE) are the
common ones due to their inclusiveness of the factors which could have direct or indirect influence
on adoption of any technology based services. The following sub-topics give details on TAM and
TOE since this study also is using the same approach to identify the factors which affect the
adoption of agency banking in Commercial Bank of Ethiopia (CBE).

1. Technology Acceptance Model (TAM)
The Technology Acceptance Model (TAM) proposed by Davis (1989) is a widely used theoretical
model for studying technology adoption in the banking sector. TAM suggests that perceived
usefulness and perceived ease of use significantly influence users' intentions to adopt a technology.
In the context of agency banking, perceived usefulness could refer to the convenience of accessing
banking services through agents, while perceived ease of use may pertain to the simplicity of
conducting transactions. Moreover, the Unified Theory of Acceptance and Use of Technology
(UTAUT) by Venkatesh et al. (2003) may also offer insights into the factors influencing agency
banking adoption, as it considers additional constructs like social influence and facilitating

conditions.

e Perceived Ease of Use (PEOU)

The term "perceived ease of use" describes the extent to which someone thinks using a given
technology won't need any physical or mental effort. It gauges how much thought is needed to use
the intended applications, according to the prospective user (Davis, 1993). Opia (2008) asserted
that technologies with perceived user interface complexity and a high learning curve were deemed
dangerous to adopt. The favorable correlations between attitude toward usage and ease of use are
supported by empirical data (Venkatesh & Davis, 2000), and it is clear that PEOU is a significant
factor in determining whether or not consumers would accept IT (Venkatesh, 2000). Therefore,
ease of use is a key factor in determining whether or not an invention will be accepted (Hart O. et
al., 2012).
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e Perceived Usefulness (PU)
It has to do with how much consumers believe using a system will be advantageous. It offers
diagnostic tools for examining the relationships between actual usage, intention to use, and attitude
toward use. It has to do with saving money and time, and it's viewed from the angles of bettering

service rendering and expanding accessibility (Warshaw, 1989).

2. Technology-Organization-Environment (TOE)
The TOE framework was created to investigate the chances that technological advances will be
successfully adopted. Chang et al., 2007, Zhu & Kraemer, 2006; Salwani et al., 2009; TOE is a
thorough and well-known framework in the context of innovation adoption by various businesses
and has been utilized in numerous research. Technology adoption inside an organization is
influenced by elements related to the technological, organizational, and external environment

setting, according to Tornatzky and Fleischer (1990).

e Technological factors
Various researchers provided varying descriptions of technical factors According to Hart O. et al.
(2012), adoption is influenced by the variety of technologies available to a company as well as the
application’s perceived relative advantages, complexities(learning-curve), compatibility
(organizational &  technical), observability  (imagination/visibility) and tri-ability

(experimentation/pilot-testing).

The adopter's view of the benefits of e-banking is referred to as the technology element. Based on
the supposition of Roger's diffusion of innovation (Rogers 2003), typical technological variables
taken into account in technology adoption studies include relative advantages (perceived benefits)

and relative disadvantages (perceived dangers).

Relative advantage, for the banking sector as well as consumers, covers both the direct and indirect
benefits; the direct benefits include operational cost savings, greater organizational functionality,
increased efficiency, increased profitability, and productivity gains. On the other hand, indirect
benefits include the chance or intangible advantages like increased customer happiness due to
better services, an improved banking environment, and satisfaction of their changing wants and
lifestyles (lacovou 1995, Kuan&Chau 2001, and Lu et al. 2005).
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Relative disadvantage, implies when dealing with technologies related to online transactions, such
as e-banking, security issues are problems (Chang 2007; Rogers 2003). Therefore, it is anticipated
that the perception of the hazards associated with e-banking may affect its uptake (Ayana, 2012).
Additionally, customers' reluctance to use the services greatly impedes the growth of e-banking,
which is one of the risks encountered by bank institutions while providing e-banking services
(Laforet 2005 and Zhao et al. 2008).

¢ Organizational factors
Business scope, organizational culture, top management support, organizational structure
complexity as measured by centralization, vertical differentiation, and formalization, human
resource quality, and size-related issues like specialization and internal slack resources are all
covered by the organizational factor (Jeyaraj A. Et al., 2006). Consequently, both lacovou (1995)
and Grover (1993) asserted that firms' decisions to adopt technological innovation are influenced
by a variety of factors, including company size, top management support, financial resources, and
human resources which can be categorized under organizational factors. Accordingly, researchers
like Tornatzky and Fleisher (1990) added that organizational factors can be seen as the managerial
structure of the organization as centralization, formalization and complexity. The human resources

the company have with its size and scope also part of the organizational factors.

e Environmental factors
According to Al-Qirim (2006), environmental considerations primarily relate to various enabling
and obstructing elements in operational regions. According to Kvin Z. et al. (2004), environmental
contexts include the environment in which a firm conducts its business, including its industry,
competitors, access to resources provided by other externals, and interactions with the government.
According to Ayana (2012) the legal issues, infrastructure, competition, political stability and

government policy are substantial factors to consider under the environmental factors.

2.2 Empirical Literature review

Based on a descriptive analysis focused on the development of agent banking in Bangladesh and
the future of agent banking, (Pervin & Sarker, 2021) investigated the history and prospects of agent
banking in Bangladesh. Using the SWOT analysis technique, the researcher looked at the agent

banking sector's advantages, disadvantages, opportunities, and threats. The focus of the study was
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on the operation of agent banking, namely the services provided by the agents, how they raise

money by offering different services, and how the economy benefits from these services.

(Ebong & George, 2021) assert that banks must innovate in order to increase their contribution to
financial inclusion. They argue that making use of digital developments in services like payments
and digitizing alternative channels like agent banking will probably increase the effectiveness of
physical channels and the delivery of banking services, hence extending the reach and penetration

of the banking industry.

Another study by (Di Lemma et al., 2019) examined the regulatory barriers to agency banking in
Ethiopia and highlighted the need for more flexible regulatory policies to promote its adoption A
study by (Ahmed et al., 2018) assessed the status of agency banking in Ethiopia and found that
despite initial enthusiasm, there were challenges in expanding agent networks in rural areas due to
infrastructural limitations and inadequate training for agents. These findings underline the

importance of technological factors and the need for sufficient support and training for agents.

Ndegwa (2017) investigated the potential of agent banking as a financial inclusion technique in
commercial banks by investigating how geographic coverage and liquidity affect agent banking in
order to examine the value of agent banking services in promoting financial inclusion in Kenya. 38
administration managers and supervisors of the commercial banks in Kiambu that had implemented
the agency banking model participated in the study, which used a cross-sectional survey design
and a self-administered questionnaire to collect data. Descriptive statistics (frequency distribution
and percentages) and inferential statistics (regression) were used to analyze the data. Geographic
coverage was the most critical perk, and as a result, the main influencer of financial inclusion, at a
95% confidence level. The study suggested that banks should focus on rural areas to benefit from

the agency banking.

Few scholars have examined the opportunities the concept presents for the banking sector in
Ethiopia and the barriers to service uptake because it is a novel idea. In order to evaluate the
opportunities and challenges of adopting agent banking services and the drivers and barriers of
adopting electronic banking systems in Ethiopia, studies by (Bultum, 2012), (Aregahegne, 2015),
(Kassahun et al., 2016) and (Afework, 2015) have been conducted. These studies highlighted

technological factors, the services' perceived benefit and risk, organizational factors in the way of
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financial and human resource factors, a lack of an appropriate legal framework, competitive

advantages, and governmental policies.

In a study by (Njuki, 2015) to determine the prevalence of network capability factors and how they
affect banking agents' performance, it was found that the majority of agents were impacted by

internet connectivity when handling agent transactions.

Another top worry for financial services agents is network availability (C. Ndungu, 2014) As of
(Kithuka, 2012) study examined the factors impacting the expansion of agency banking in Kenya,
focusing on the case of Equity Bank in Kwale County. The results showed that perceived
usefulness, perceived security, financial education, improved knowledge, attitude, and practice in
agency banking, and a lack of coordination between banking agencies all influenced the growth of

agency banking in Kenya. Distance did not affect the frequency of customer transactions.

According to Rogers E. (1995), Individuals are more inclined to adopt an innovation if they can
quickly see its benefits. Visible outcomes reduce ambiguity and encourage peer discussion of a
novel concept because friends and neighbors of an adopter frequently inquire about them. Everett
Rogers claims that between 49 and 77 percent of the difference in the acceptance of new products
can be attributed to these five characteristics. In conclusion, Rogers E. (1995) made the case that
innovations delivering better relative advantage, compatibility, simplicity, Trialability, and

Observability were accepted more quickly than other advancements

To conclude the finding of different literatures from the above literature review their results
mentioned some common factors such as financial illiteracy of the society, lack of adequate
infrastructure, lack of gaining trust from the public to use the agents to effect transactions,
technological stagnation, liquidity, available risks, organizations decision to expand the business,
security related threats and many more. However, this research has focused and identified the
factors which affect the adoption of agency banking in the case of Commercial Bank of Ethiopia
using the Technology and technology acceptance with Organizational and Environmental factors
as the independent variables to assess their impact on the dependent variable adoption of agency

banking.
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2.3 Research Framework

Drawing from the theoretical and empirical findings, the conceptual framework for this study is
designed to incorporate key factors influencing agency banking adoption in Ethiopian commercial
banks. It integrates technological, regulatory, economic, social, and cultural aspects to provide a

comprehensive understanding of the adoption process.

The framework is depicted as follows: Factors affecting the adoption of Agency Banking

N
[ Social and Cultural factors H1(+ve)
J
-
Technological Factors 1 H2(+ve)
Adoption
: f
Economic Factors } H3(+ve) 0
L Agency
Ha(+ve) Banking
Regulatory Factors
[ Environmental Factors } H5(+ve)
Independent Variable Dependent Variable

Figure 2.1 Conceptual Framework based on reviewed literature
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2.4 Hypothesis Development

Based on the research objectives and the relationships between the independent variables and

the dependent variable, the following research hypotheses were proposed:

e Hi- There is a positive and significant relationship between Social and Cultural related
factors and Adoption of Agency Banking in Commercial Bank of Ethiopia.

e Hy: There is a positive and significant relationship between technology acceptance factors
and Adoption of Agency Banking in Commercial Bank of Ethiopia.

e Has- There is a positive and significant relationship between Economic related factors and
Adoption of Agency Banking in Commercial Bank of Ethiopia.

e Hgs- There is a positive and significant relationship between Regulatory related factors and
Adoption of Agency Banking in Commercial Bank of Ethiopia.

e Hs- There is a positive and significant relationship between Environmental factors and

Adoption of Agency Banking in Commercial Bank of Ethiopia.
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Chapter Three
Research Methodology

3.1 Introduction

This chapter presents the research methodology adopted for the study, including the research
design, data collection methods, sample selection, and data analysis techniques. The aim of this
research is to examine factors affecting the adoption of Agency Banking Commercial Bank of
Ethiopia. The research methodology section provides a detailed explanation of how the study will

be conducted and how the data will be collected and analyzed.

3.2. Research design

The research design assumed descriptive survey study on assessing the factors affecting the
adoption of agency banking in the case of Commercial Bank of Ethiopia (CBE). A scientific
method known as a descriptive research design involves observing and documenting a subject’s
behavior without changing it in any manner. It aims to compile, arrange, and sum up data regarding
the subject under study (punch, 2006). Descriptive design is known for its effective in analyzing
non-quantified issue. This research design also brings the opportunity to integrate both the
quantitative and qualitative research approaches (Ethridge, D.E 2004). This will make it possible
for the researcher to record the elements that will facilitate and hinder the execution of the business
for the case institution CBE which joined the agency banking business in 2017. Such that this paper
used descriptive survey study with qualitative and quantitative research design to get the best out
of it.

3.3 Research Approach

This study employed a quantitative research approach in order to meet its goal. Self-administered
questionnaires were used to gather the data. Additionally, a pre-tested questionnaire was created in
order to collect the necessary data. The quantification of the relationship between variables is at
the core of quantitative data collection techniques. The quantitative approach is advantageous

because it aids in preventing bias in the collection and presentation of study data (Creswell, 2003).
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3.4. Population and sampling

The target population for this research comprised employees working directly in the agency
banking departments of Commercial Bank of Ethiopia. As per the report disclosed at the end of the
fiscal year 2022/2023, the bank has more than 4,000 active agents who are currently engaged in
agency banking activities across the country. As per the bank’s internal portal demonstration 92
agents under central region get paid commission due to higher customer service during the month
June, 2023. For this study it will be more effective if all these agents are considered with their
customers’ responses and views are considered in realizing the adoption of the business in the bank
so by using under the non-probability sampling method named convenience sampling method, 92
questionnaires will be distributed to customers who use agents for their daily activities at agents’
sites, hoping to communicate a customer per an agent since 92 agents were eligible to be paid
reasonable commissions as per the portal. According to Ben-Shlomo Y, Brookes S, and Hickman
M. 2013, Convenience sampling is possibly the most straightforward method of sampling since
participants (i.e., customers) are selected according to their availability and desire to participate.
While it is possible to obtain meaningful results, all non-probability sampling procedures have the
risk of volunteer bias and the sample may not be representative of other variables, like age or sex.

As a result, the results are susceptible to severe bias.

The study focused on Central region among the three regional offices which are North-East region,
South-East region and Central region because of the ease of accessing each offices and staffs to
collect the needed data. Central-Region is organized with ten district offices. The districts are Arada
district, Bole district, Kirkos District, Kolfe District, Megenagna District, Merkato District, Nifas-
silk District, Gulele District, Kality District and Yeka District. The districts’ Digital Banking
offices are organized with one Digital Manager, three Senior Digital officers, seven Digital officers
including associates and minimum five trainees as per the new structure. This paper was supported
by distributing questionnaires to staffs from manager to officers counting twenty staffs per District

office.

The bank has also a department engaged in facilitating and promoting agency banking activities at
head office level focusing on improving the business in an innovative manner. This study also
collected the response from these staffs engaged in agency banking unit under agent and merchant

management department at head office.
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Hence, all staffs from Digital Banking Departments including the Digital manager to Digital
officers to collect data through questionnaires focusing districts under central-region including all
staffs from agent management unit under head office level. These staff members were targeted as
the population of the study since they work and participate in assessment preparations of the agency
banking, formulation of guidelines for agents, preparation of monetary and non-monitory
incentives proposals, prepare training materials for agents and staff, recruit agents and etc.
According to the justification outlined above, the target population of this study was 200 (10*20)
staffs working in Digital Banking District offices of the central region and 40 staffs operating
agency banking activities at head office level with 92 agents and their 92 customers visiting agent

sites.

3.5. Sampling size and techniques

3.5.1 Sampling size

This study opted to use the whole population as a sample particularly for the data to be collected
from central region districts, agent and merchant management department at head office, customers
and agents to makes it feasible to include the entire population as a sample. Accordingly, this study
took 200 CBE staffs from central region districts, 40 CBE staffs from agent and merchant
management department at head office, 92 individuals from agents working with CBE and 92
individuals from customers who are using the active agents of the bank to facilitate the daily
banking activities based on the recent data stated above under the mentioned central region. Such

that totally the sample size included 424 individuals.

3.5.2 Sampling Technique

Given the small population size of 200 CBE staffs from central region districts, 40 CBE staffs from
agent and merchant management department at head office and 92 active agents, a suitable
sampling technique for this specific groups on factors affecting the adoption of agency banking in
Commercial Bank of Ethiopia was the census approach which is considering every member of the
population so every individual/staff member were surveyed for the data collected from the staffs.
However, for the data from customers the non-probability sampling method named convenience
sampling method was used to 92 customers who has used agents for their daily activities at agents’

sites.
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3.6. Method of Data collection, instruments and variables

Primary data was collected through structured surveys. The survey questionnaire was designed
based on the research objectives and included closed-ended questions were conducted to gain

deeper insights into participants' perceptions and experiences regarding agency banking adoption.

A structured questionnaire was developed based on established scales to measure the constructs of
interest. The questionnaire included sections to assess factors of adoption which includes
technological, regulatory, economic, social, & cultural, environmental aspects and Adoption. The
questionnaire had had been pilot-tested with a small group of digital banking staff members of
CBE to assess its clarity, comprehensibility, and validity. The final questionnaire was administered
to the selected sample of respondents, ensuring informed consent and maintaining confidentiality

of responses.

3.7. Method of Data analysis

Quantitative data from the surveys was analyzed using statistical software using SPSS software
version 20. Descriptive statistics and inferential analysis, such as regression analysis, was used to

examine relationships between variables.

Descriptive statistics was employed to summarize the characteristics of the sample and the
variables of interest. Regression analysis was conducted to examine the relationships between the
independent variables (technological, regulatory, economic, social & cultural aspects and
environmental factors) and the dependent variable (Agency Banking Adoption). Correlation

analysis had been performed to assess the strength and direction of the relationships.

Potential demographic or contextual variables was considered as control variables in the analysis.

Tools like tables, pie charts and percentages also used.

3.8. Model Specification/Assumptions

A regression model was specified to analyze the relationship between the dependent variable
(Adoption of Agency Banking) and various independent variables (technological, regulatory,
economic, social, and cultural factors). This enabled the researcher to identify which factors have

a significant impact on agency banking adoption.
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Y =a+blx]l +b2x2 +b3x3 + ......... bnxn+e

Where, Y = Adoption

a =Yy intercept

b1 = the regression coefficient of Technological factors
X1= Technological Factor

b2 = the regression coefficient of regulatory factor

X2= Regulatory factors

b3 = the regression coefficient of economic factors

X3= Economic Factors

b4 = the regression coefficient of Social and cultural aspects
X4= Social and cultural aspects

b5 = the regression coefficient of Environmental factors
X5= Environmental factors

€ = error term

3.9 Reliability and Validity

3.9.1 Validity

To check the validity of the research instrument that has been used for this research and to make

sure that the research instrument is valid in terms of content, the researcher performed some

activities stated in the preceding chapter and questionnaires were submitted to the advisor for

further correction comment.

In addition, For the sake of reducing the possibility of getting wrong answers and to ensure the

soundness of this study, the following measures had been taken.
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Data was carefully collected from trustworthy sources; those were respondents who were
engaged in the provision of Agency Banking Services. The questionnaires were carefully
prepared based on theoretical and empirical literature review and the latest version SPSS data
analysis tool has been employed to analyze the statistical data and maximum care will be made

during data coding.

3.9.2 Reliability

Cronbach Alpha is a reliability test used to gauge the measuring instruments’ (questionnaire)
internal consistency, or reliability. It is most frequently used to assess whether or not the Likert
scale is dependable when the questionnaire is constructed utilizing many Likert scale assertions.
(Chetty & Datt, 2015).

Table 3.1 Cronbach’s alpha ranges

a>0.9 Excellent
0.9<0<0.8 Good
0.8<0<0.7 Acceptable
0.7<0<0.6 Questionable
0.6<0=<0.5 Poor

a=<0.5 Unacceptable

Source: (Glen, 2022)

A higher level of alpha (o) may mean that the items in the test are highly correlated. However, a is
also sensitive to the number of items in a test. A larger number of items can result in a larger o, and
a smaller number of items in a smaller a. If alpha is high, this may mean redundant questions (i.e.
they’re asking the same thing). A low value for alpha may mean that there aren’t enough questions
on the test. Adding more relevant items to the test can increase alpha. Poor interrelatedness
between test questions can also cause low values, so can measuring more than one latent variable
(Glen, 2022).
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As described in Table 4.15 Cronbach alpha of variables of this research is found 0.8<0<0.7
indicating acceptable correlations between variables according to (Glen, 2022), It also shows that

respondents were asked similar related questions

Table 3.2 Cronbach’s Alpha Based on Standardized Items

Reliability Statistics

Cronbach's Alpha N of Items

AT 28

Source: Own Survey 2024
3.10. Research Ethics

Both the organization and every respondent gave their consent. Each participant's information was
kept private and was only shared with the organization with permission from both the study
participants and the organization. The participants received courteous treatment and were made
fully aware of the purpose of the study and the rationale behind its conduct. The questionnaire
contained no questions pertaining to personal identification. Owing to the potential for plagiarism,
all claims and conclusions derived from other research were duly recognized and referenced in the

list of references.
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4.1. Introduction

This chapter presents the final results of the analysis of the data obtained from the respondents.
These include background information of respondents, the statistical methods of analysis i.e.
descriptive analysis, correlation analysis, and regression analysis. The study targeted a total of 240
employees, 92 customers and 92 agents. However, only 198 respondents from employee, 78
respondents from agents and 80 respondents from customers responded and returned their
questionnaires contributing to 82.5 %, 84.7 % and 86.9 % response rate for employee, agents and
customers respectively. The questionnaire was developed for employees using five scales ranking
i.e., Linkert scale; where 1 represents strongly disagree, 2 Disagree, 3 Neutral, 4 Agree and 5
Strongly Agree. In order to collect qualitative data open ended questionnaires were developed for
customers and agents. To analyze the collected data with that of the objective set for this research,

Statistical procedures were carried out using Statistical package for the social science statistics

version (SPSS) 20.00.

Table 4.1 Response rate

Chapter Four

Data Presentation and Analysis

Category Target number of | Returned number of | Response rate
questionnaires questionnaires

CBE Employee | 240 198 82.5%

Customers 92 80 86.9 %

Agents 92 78 84.7%

Source: Own survey, 2024

4.2. Descriptive Analysis

4.2.1. Background Information of Respondents

This section of the analysis deals with the demographic characteristics of the respondents which

includes: gender, level of education, year of working experience and position in the organization.

Background of the respondents is described Table 4.1.
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Table 4.2 Background information of respondents (Employee)

Employee
Gender

Frequency Percent (%)
Male 118 59
Female 80 41
Total 198 100

Educational background

Frequency Percent (%)
Diploma 40 20.20
BSc/BA 125 63.13
MSc/MA 26 13.13
Other 7 3.53
Total 198 100

Work experience

Frequency Percent (%)
0-2 82 41.41
2-5 27 13.63
5-10 years 49 24.74
Above 10 years 40 20.2
Total 198 100.0

Position in the organization

Frequency Percent (%)
Digital Manager 11 5.55
Senior Digital officer 30 15.15
Digital officers 69 34.84
Bank trainee 80 40.40
Other 8 4.04
Total 198 100.0

Source: Own survey, 2024
For this research data was collected from 198 respondents. Respondents’ characteristics in relation
to gender showed that 59 % of them are males and 41% of them are females. The number of male

participants is greater than female participants.

From the respondents 40 of them are diploma holders which represents 20.2 % and majority of the
respondent are BA/BSC holders with total number of 125 which represents 63.13 % from the total
respondents. While 26 respondents which represents 13.13 % are MA/MSc degree holders. The
educational background of the respondents reveals that they are sufficiently literate to comprehend
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and accurately complete the research instruments, and a variety of educational backgrounds are

represented in the study's sample of respondents.

Considering the current position of respondent in the company, 5.55 % comprises digital managers,
15.15 % are senior digital officers, 34.84 % are digital officers, 40.4 % are bank trainees. This
suggests that the respondents came from various organizational work positions and had the capacity

to supply accurate and trustworthy data as well as see the subject matter from various aspect.

In terms of respondents’ total work experience (in years) 41.41% and 13.63 % of respondents are
those who have work experience of 0 to 2 years and 2 to 5 years respectively. 24.74 % of
respondents are those who have work experience of 5 to 10 years and the remaining 20.2 % of the

respondents are those who have work experience of more than 10 years.

Table 4.3 Background information of respondents (Customers)

Customers
Gender

Frequency Percent (%)
Male 48 60
Female 32 40
Total 80 100

Educational background

Frequency Percent (%)
Below Grade 4 3 3.75
Grade 4-8 20 25
Secondary school 18 225
Diploma 16 20
BSc/BA 14 17.5
MSc/MA 7 8.75
Other 2 25
Total 80 100

Age

Frequency Percent (%)
16-29 40 50
30-39 23 28.75
40-49 12 15
Above 50 5 6.25
Total 80 100.0

Source: Own survey, 2024

37



Eighty responders, who are clients, provided data for this study. According to the gender-specific
features of the respondents, 60% of them are men and 40% are women. Male participants

outnumber female participants in this survey.

From the respondents 16 of them are diploma holders which represents 20% and majority of the
respondent are Grade 4-8 with total number of 20 which represents 25 % from the total
respondents.14 respondents are BA/BSC holders which represents 17.5 % from the total
respondents and 7 respondents which represents 8.75 % are MA/MSc degree holders.

Considering age of respondents 50% of respondents are between agel6 to 29, 28.75% of
respondents are between 30 to 39, 15% of respondents are between age 40 to 49 and the rest are

above age 50.

Table 4.4 Background information of respondents (Agent)

Agent
Gender

Frequency Percent (%)
Male 49 62.8
Female 29 37.2
Total 78 100

Educational background

Frequency Percent (%)
Below Grade 4 0 0
Grade 4-8 0 0
Secondary school 15 19.2
Diploma 21 26.9
BSc/BA 26 33.33
MSc/MA 9 11.54
Other 7 9.03
Total 78 100

Age

Frequency Percent (%)
16-29 29 37.18
30-39 36 46.15
40-49 10 12.8
Above 50 3 3.87
Total 78 100.0

Source: Own survey, 2024
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Data for this study was gathered from 78 respondents, all of whom are agents. Gender-specific
characteristics of the respondents revealed that 37.2% of them are female and 62.8% of them are

male. Male participants outnumber female participants in this survey.

From the respondents 21 of them are diploma holders which represents 20% and majority of the
respondent are BA/BSC holders with total number of 26 which represents 33.33 % from the total
respondents.15 respondents are Secondary school graduates which represents 19.2 % from the total

respondents and 9 respondents which represents 11.54 % are MA/MSc degree holders.

Considering age of respondents 37.18 % of respondents are between agel6 to 29, 46.15 % of
respondents are between 30 to 39 ,12.8 % of respondents are between age 40 to 49 and the rest are

above age 50.

4.4. Quantitative analysis for Factors affecting the Adoption of Agency
Banking

For the purpose of identifying the factors influencing the adoption of agency banking, the
Commercial Bank of Ethiopia delivered 28 things to the chosen workers. In response to statements
describing the factors influencing the adoption of agency banking, respondents were asked to rank

their degree of agreement.

4.4.1 Technological Factors

Table 4.5 Technological Factors

Statement Mean | Standard

deviation

1. | Your bank's use of agent banking is an example of a technological 1.71 1.155
breakthrough.

2. | The hardware used by the agent banking system are easy to 2.84 1.394

understand by the agents and their personnel

3. | The uptake of agent banking is affected by road infrastructure and 3.14 1.216

network failure.
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4. | The younger generation's prevalence makes it simple to implement 1.77 1.155

agent banking.

5. | The use of agent banking is made easier by the development of 2.96 0.779

mobile technologies.

6. | Using agent banking increases the banks' competitiveness. 3.09 1.178

Source: Own survey, 2024

From Table 4.2 the mean value ranges from 1.71 to 3.14. The adoption of agent banking by the
bank cannot be considered as a technological breakthrough since the Mean value is 1.71 with
standard deviation 1.155 and more than half of respondents disagreed on the statement. The
hardware used by the agent banking system are not much easy to understand by the agents and their
personnel since the Mean value is 2.84 with standard deviation 1.394 and 16.2 % of respondents
are disagreed, 23.2 % of respondents strongly disagreed and 34.3 % of respondents have neutral
opinion in the statement. The uptake of agent banking is affected by road infrastructure and network
failure since the Mean value is 3.14 with standard deviation of 1.216 and 18.7 % of respondents
are agreed, 16.7% of respondents are strongly agreed and 38.9 % of respondents have neutral
opinion in the statement. The younger generation's prevalence doesn’t make it simple to implement
agent banking since the Mean value is 1.77 with standard deviation 1.155 and more than half of
the respondents disagreed on the statement. Using agent banking increase, the banks'
competitiveness since the Mean value is 2.96 with standard deviation 0.779 and 14.6% of
respondents agreed and more than half of respondents have neutral opinion on the statement.
Adoption of agent banking makes the banks competitive since the Mean value is 3.09 with standard
deviation 1.178 20.2% of respondents agreed and 49% of respondents have neutral opinion on the

statement which is stated in appendix B.1.
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4.4.2 Regulatory factors
Table 4.6 Regulatory factors

Mean Standard
deviation
1. | The NBE regulation regarding agent and mobile banking operations is 3.7 1.289
comprehensive and easy to follow.
2. | The expansion of agency banking is beneficially affected by the KYC 3.2 1.080
need to register or open a new client account, as established by the
directive for mobile and agent banking.
3. | Agency banking will improve both current and potential clients' access to 2.88
the bank's services.
4. | Adoption of agency banking is positively impacted by the existence of 3.34
regulatory rules.

Source: Own survey, 2024

From Table 4.2 the mean value ranges from 2.88 to 3.7. The NBE regulation of mobile and agent
banking operation is comprehensive and easy to follow since the Mean value is 3.7 with standard
deviation of 1.289 and more than half of the respondents are agreed on the statement. The
expansion of agency banking is beneficially affected by the KYC need to register or open a new
client account, as established by the directive for mobile and agent banking since the mean value
of the statement is 3.2 with standard deviation of 1.080 and 22.2% of respondents agreed and more
than half of respondents have neutral opinion on the statement. Agency banking will improve both
current and potential clients' access to the bank's services since the Mean value is 2.88 with standard
deviation of 0.846 and 15.7% of respondents agreed and more than half of respondents have neutral
opinion on the statement. Adoption of agency banking is positively impacted by the existence of
regulatory rules since the Mean value is 3.34 with standard deviation of 0.962 and 21.7% of
respondents agreed and more than half of respondents have neutral opinion on the statement. Which

is stated in appendix B.2.
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4.4.3 Social and cultural Factors
Table 4.7 Social and cultural Factors

employment, etc.) would help determine how the general public

feels about agent banking.

Statement Mean | Standard
deviation

1. | The bulk of people live in rural areas with limited access to financial 4 0.961
services, which may encourage the use of agent banking.

2. | Since the majority of the population is young, embracing current 3.49 0.766
technologies may be taught to them with ease.

3. | The adoption of agent banking is influenced by the clients' age, 3.93 1.287
gender, and educational background.

4. | The customer base's lifestyle and demographics (age, income, 3.68 1.129

Source: Own survey, 2024

The bulk of people live in rural areas with limited access to financial services, which may

encourage the use of agent banking since the mean value is 4 with standard deviation of 0.961 and

more than half of respondents are agreed on the statement. Since the majority of the population is

young, embracing current technologies may be taught to them with ease since the mean value is

3.49 with standard deviation of 0.766 and more than half of respondents are agreed on the

statement. The adoption of agent banking is influenced by the clients’ age, gender, and educational

background since the mean value is 3.93 with standard deviation of 1.287 and more than half of

respondents are agreed on the statement. The customer base's lifestyle and demographics (age,

income, employment, etc.) would help determine how the general public feels about agent banking

which is stated in appendix B.3.

42




4.4.4 Environmental factors
Table 4.8 Environmental factors

Statement Mean | Standard
deviation
1. | The adoption of agency is influenced by competition 3.53 0.666
2. | Availability of appropriate agency channels influences adoption of agency 2.93 0.787
Banking
3. | The retail agents' ease of access and closeness to a bank branch influences 3.47 0.97
the adoption of agency Investing
4. Agen_t and client education levels directly affect the success of agency 3.93 1.020
5. 'tlj'?lr:aklpnrg.vision of agency services is impacted by cooperation with other 341 0.913
banks in a variety of ways, such as accepting agent deposits on behalf of
other banks.
6. | For banks, agent banking represents an untapped business opportunity. 3.52 0.643

Source: Own survey, 2024

From Table 4.2 the mean value ranges from 2.93 to 3.93. The adoption of agency is influenced by
competition since the Mean value is 3.53 with standard deviation of 0.666 and more than half of
the respondents are agreed on the statement. Availability of appropriate agency channels doesn’t
influence adoption of agency Banking since the mean value of the statement is 2.93 with standard
deviation of 0.787 and 18.2 % of respondents are disagreed and more than half of the respondents
have neutral opinion on the statement. The retail agents' ease of access and closeness to a bank
branch influences the adoption of agency Investing since the mean value is 3.47 with standard
deviation of 0.97 and 13.1 % of respondents agreed and more than half of the respondents have
neutral opinion on the statement. Agent and client education levels directly affect the success of
agency banking which is indicated from the mean value of 3.93 with standard deviation of 1.02
and more than half of respondents agreed on the statement. The provision of agency services is
impacted by cooperation with other banks in a variety of ways, such as accepting agent deposits
on behalf of other banks which is indicated from the mean value of 3.41 with standard deviation of

0.913 and more than half of respondents agreed on the statement. For banks, agent banking
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represents an untapped business opportunity since the Mean value is 3.52 with standard deviation

of 0.643 and more than half of the respondents are agreed on the statement which is stated in

appendix B.4.

4.4.5 Economic factors
Table 4.9 Economic factors

Statement Mean | Standard
deviation
1. | Your bank representative thinks that the reason they are remaining in 3.45 0.764
the company longer is because they are being paid well.
2. | Agents that do agent banking operations are compensated with a 2.99 0.733
commission that is justly reasonable.
3. | Implementing technological innovation requires high investment cost 341 0.966
4. | Adoption of e-banking and agent banking is highly influenced by bank 4.16 0.855
size.

Source: Own survey, 2024

From Table 4.2 the mean value ranges from 2.99 to 4.16. Bank agents are remaining in the company
longer is because they are being paid well which is indicated from the mean value of 3.45 with
standard deviation of 0.764 and more than half of respondents are agreed on the statement. Agents
that do agent banking operations are not compensated with a commission that is justly reasonable
since the mean value is 2.99 with standard deviation of 0.733 an 18.2% of respondents are disagreed
on the statement and more than half of respondents have neutral opinion on the statement.
Implementing technological innovation requires high investment cost which is indicated from
mean value of 3.14 with standard deviation of 0.966, from the result 20.2% of respondents strongly
agreed on the statement and more than half of respondents have neutral opinion on the statement.
From the results Adoption of e-banking and agent banking is highly influenced by bank size since
the mean value is 4.16 with standard deviation of 0.855 and more than half of respondents agreed

on the statement.
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4.4.6 Agent banking
Table 4.10 Agent banking

Statement Mean Sta. deviation
1. | The number of adopters /customers is increasing annually 3.76 1.259
2. | An increasing number of agents are being engaged annually. 2.98 0.818
3. | The agent banking transaction's value is steadily increasing. 3.02 0.837
4. | The amount of transactions made through agent banking is 3.49 0.949
steadily rising.

Source: Own survey, 2024

From Table 4.2 the mean value ranges from 2.98 to 3.76. The number of adopters /customers is
increasing annually which is indicated from the mean value of 3.76 with standard deviation of
1.259 and more than half of respondents are agreed on the statement. An increasing number of
agents are being engaged annually since the mean value is 2.98 with standard deviation of 0.818
and 16.2% of respondents are agreed on the statement and more than half of respondents have
neutral opinion on the statement. The agent banking transaction’s value is steadily increasing which
is indicated from mean value of 3.02 with standard deviation of 0.837, from the result 17.2% of
respondents agreed on the statement and more than half of respondents have neutral opinion on the
statement. The amount of transactions made through agent banking is steadily rising since the mean
value is 3.49 with standard deviation of 0.949, from the result 24.2% of respondents agreed on the

statement and more than half of respondents have neutral opinion on the statement.

4.5 Correlation Analysis

The measurement of a monotonic relationship between two variables is called correlation.
According to (Schober, 2018), a monotonic connection between two variables is one in which
either (1) the value of one variable increases together with the value of the other, or (2) the value
of one variable falls along with the value of the other. 'R' has a value between = 1. While a value
of 'r' of zero denotes the absence of any relationship between the two variables, When r is positive,
there is a positive correlation between the two variables (i.e., changes in both variables occur in the
direction of the statement), and when r is negative, there is a negative correlation (Schober, 2018).
A relationship's strength between variables is indicated by a Pearson's correlation value, which can

vary from -1.00 to 1.00. A weak positive correlation is defined as 0 to 0.29, a moderately positive
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correlation as 0.3 to 0.49, and a strong positive correlation as 0.5 to 1. On the other hand, a
correlation between 0 and -0.29 is regarded as weak, a correlation between -0.3 and -0.49 as
moderate, and a correlation between -0.5 and -1 as significant (Pallant, 2010).

In this study, bivariate Karl Pearson's coefficient of correlation (product moment correlation
coefficient) (r) is employed in correlation analysis to ascertain the association between employee

turnover causes and organizational performance.

Table 4.11 Correlation

Correlations

Technolog Regulatory Environmental Economic Social and Agent
ical Factors Factors Factors Cultural Banking
Factors factors

Technological Pearson Correlation 1 427 210" 2217 .289" AL7
Factors Sig. (2-tailed) .000 .003 002 .000 .000

N 198 198 198 198 198 198
Regulatory Pearson Correlation 427 1 281" 202" 435™ 493"
Factors Sig. (2-tailed) .000 .000 .004 .000 .000

N 198 198 198 198 198 198
Environmental Pearson Correlation 210" 281" 1 780" 532" 320"
Factors Sig. (2-tailed) .003 .000 .000 .000 .000

N 198 198 198 198 198 198
Economic Pearson Correlation 2217 202" 780" 1 427 294"
Factors Sig. (2-tailed) 002 .004 .000 .000 .000

N 198 198 198 198 198 198
Social and Pearson Correlation 289" 435" 532" 427 1 .406™
Cultural Sig. (2-tailed) .000 .000 .000 .000 .000
Factors N 198 198 198 198 198 198
Agent Banking Pearson Correlation 417 493" .320™ 294" .406™ 1

Sig. (2-tailed) .000 .000 .000 .000 .000

N 198 198 198 198 198 198

**_Correlation is significant at the 0.01 level (2-tailed).

Source: Own survey, 2024
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A described in Table 4.9 Pearson Correlation value between Technological Factors with Agent
Banking or vice versa is (r=0.417, sig=0.000). According to (Pallant, 2010) it lies between 0.3 and
0.49 which shows moderately positive correlation between these variables. Pearson Correlation
value between Regulatory Factors and Agent Banking or vice versa is (r=0.493, sig=0.000).
According to (Pallant, 2010) it lies between 0.3 and 0.49 which shows moderately positive
correlation between these variables. Pearson Correlation value between Environmental Factors and
Agent Banking or vice versa is (r=0.320, sig=0.000). According to (Pallant, 2010) it lies between
0.3 and 0.49 which shows moderately positive correlation between these variables. Pearson
Correlation value between Economic Factors and Agent Banking or vice versa is (r=-0.294,
sig=0.000). According to (Pallant, 2010) it lies between 0 and 0.29 which is considered weak
positive correlation between these variables. Pearson Correlation value between Social and
Cultural Factors with Agent banking or vice versa is (r=0.406, sig=0.000). According to (Pallant,
2010) it lies between 0.3 and 0.49 which shows moderately positive correlation between these

variables.

4.6 Regression Analysis

A method for examining and quantifying the relationship between two or more variables is
regression analysis. Regression analysis starts with data recorded in a sample and attempts to

estimate a mathematical relationship between two or more variables (Springer, 2008).

Analysis that is versatile is linear regression. The link between a dependent and an independent
variable is displayed by simple linear regression. A statistical method for examining the
relationship between one dependent variable and multiple independent variables is called multiple
regression. Using known values for the independent variables to forecast the value of the single
dependent variable is the goal of multiple regression analysis. Every predictor value is assigned a
weight, which indicates how much of an impact it has on the final prediction (Andrew et al., 2006).

Multiple regression analysis is employed in this study.

There are two kinds of variables in regression: independent variable, which determines the reason
behind the behavior of a dependent variable, and another type of variable. Given that the correlation
result only indicates the strength and direction of the association between the variables. The

adoption of agency banking is examined through the use of multiple regression analysis.
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e The dependent variable is Agency Banking

e The independent variables are Technological Factors, Regulatory Factors, Environmental

Factors, Economic Factors and Social and Cultural Factors

Table 4.12 Model Summary

Model Summary

Model

R Square

Adjusted R Square

Std. Error of the Estimate

1

5842

341

323

44363

a. Predictors: (Constant), Social and Cultural factors, Technological Factors , Economic Factors,
Regulatory Factors, Environmental Factors

Source: Own survey, 2024

From Table 4.11 The percentage of the dependent variable's variance that may be separately or

jointly explained by the independent variables is known as the R2, or coefficient of multiple

determinations. Based on the analysis, Table 4.10's R square value of 0.341 indicates that there was

a 34.1% variation in the adoption of agent banking due to changes in the economic, technological,

social and cultural, and other aspects, Regulatory Factors and Environmental Factors. In other

words, it is noted that 34.1 % of the changes in the adoption of Agent banking variables could be

attributed by the combined effect of the predictor variables or there is 34.1 % of variation in

adoption of Agent banking due to Social and Cultural factors, Technological Factors, Economic

Factors, Regulatory Factors and Environmental Factors.

Table 4.13 ANOVA

ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression 19.518 5 3.904 19.834 .000°
Residual 37.787 192 197
Total 57.305 197

a. Dependent Variable: Agent Banking

b. Predictors: (Constant), Social and Cultural factors, Technological Factors , Economic Factors,
Regulatory Factors, Environmental Factors

Source: Own survey, 2024
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From Table 4.12, The regression connection was shown to be extremely significant in predicting

how Social and Cultural, Technological, Economic, Regulatory, and Environmental aspects

affected the adoption of agent banking, as evidenced by the likelihood value of 0.000 (p<0.05).
Thus, with F calculated (=19.834) > F critical (=3.622); the model is generally statistically

significant. Further, the findings show that the overall model was significant.

Table 4.14 Coefficients of regression

Coefficients
Model Unstandardized Standardize t Sig.
Coefficients d
Coefficients
B Std. Error Beta

1 (Constant) .890 .289 3.084 .002
Technological Factors 222 .068 214 3.255 .001
Regulatory Factors 238 .054 .306 4.393 .000
Environmental Factors .039 .106 037 371 711
Economic Factors 110 113 092 971 .333
Social and Cultural 144 071 151 2.037 .043
factors

a. Dependent Variable: Agent Banking

Source: Own survey, 2024

Y=0.89+0.222X1+0.238X2+0.039X3+0.11X4+0.144 Xs+Standard error

Where X1- Technological Factors
Xo- Regulatory Factors
Xs- Environmental Factors
Xs- Economic Factors
Xs- Social and Cultural factors
Y- Agent Banking
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Further, the Beta-value of every variable in the coefficient table such as Social and Cultural factors,
Technological Factors, Economic Factors, Regulatory Factors, Environmental Factors has a value
of 0.151, 0.214, 0.092, 0.306 and 0.037 respectively indicate that one-unit increase in degree of the
factors accounts for increase in Adoption of Agent Banking variable.

4.7 Qualitative Analysis for the factors affecting the Adoption of Agency
Banking

This part examined the information gathered from clients and representatives using the open-ended
and closed-ended questions in the survey. Using the research questions developed at the outset of

the project, these results were presented thematically below.

4.7.1 Analysis based on questionnaires given for Customers

First customers were asked whether they had used agent banking service and more than half of
respondents admitted that they had used agent banking service. When asked if it would be possible
to obtain an agent banking service with a high-quality system that would enable them to do banking
tasks more rapidly, over half of the respondents said it was not possible. In addition, when asked
if the availability and strength of an internet connection frequently restricted their usage of agent

banking, more than half of the respondents said that this was the case.

In order to find availability of information Respondents were asked whether CBE staffs provided
adequate information about the particular Agent banking service and more than half of respondents
admitted that CBE staffs provided adequate information. They were also asked the easiness to track
their account information when they used the mobile and agent banking services than when using
the traditional banking service and more than half of respondents revealed that mobile and agent

banking services are easier to track their account information.

In order to find out the reliability of network respondents were asked whether the network on the
mobile and agent banking services was more reliable when making transactions as compared to
ATMs and banking halls and more than half of respondents revealed that the network was not
reliable. They were asked whether agent banking services were compatible with their banking
needs and more than half of respondents revealed that the services are compatible with their

banking needs.
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Respondents were asked whether agent banking services had enough cash to enable them withdraw
large sums of money and more than half of respondents revealed that an agent banking service
doesn’t have enough cash to enable them withdraw large sums of money. They were also asked
whether agent banking services were provided with skilled man power so they helped them to make
transaction using the mobile and agent banking service and more than half of respondents revealed

that services are not provided with skilled man power.

Generally, respondents from customers were asked what are factors affecting the adopting of agent

banking service provision and they responded the following factors

e Environmental factors
e Organizational factors
e Technological factors
e Demographic factors
e Economic Factors

e Trust on the system.

4.7.2 Analysis based on questionnaires given for Agents

Respondents from agent were asked whether agent banking services perceived by customers was
having Convenience advantage and more than half of respondents revealed that services are having
Convenience advantage. They were also asked whether agency banking services were understood
by customers as they were secured and more than half of respondents revealed that services are not

understood by customers

In order to find out the easiness of technology in the services and the depth of marketing and
promotional activities respondents were asked whether agent banking services were
technologically easy to use more than half of respondents revealed that the services are
technologically easy to use. More than half of the respondents indicated that the services are
impacted by the activities mentioned when asked if the financial institution's extensive marketing

and promotional efforts have had an impact on the expansion of agency banking services.

Respondents were asked whether they got reasonably fair amount of commission for doing agent
banking operation more than half of respondents revealed that they got reasonably fair amount of

commission.
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Respondents were asked what were the main benefits their institution and customers obtaining

from the adoption of agent banking and they have responded the following benefits.

e Overcoming geographic limitations

e Reduction of queues in the banking hall

e Enhancement of productivity in the banking industry
e Reduction of paper work

e Commission for the adopting institution

Respondents were asked the barrier or challenge of adopting agent-banking service provision and

they have responded the following challenges.

e Insecurity

e Capital

e Network instability
e Liquidity

e Credibility/trust

e Technological acceptance

4.8 Hypotheses Testing Result

A quick review of the data and a summary of the findings of this paper's statistical test considering
the stated hypotheses will be covered in the section on the results of the hypotheses testing. The
theories were put to the test using information gathered from 424 people, including CBE

employees, agents, and clients.

All of the independent variables have showed a moderately positive correlation, with the exception
of the economic components, which have a weakly positive correlation, as indicated by the Pearson
correlation test, which measures the influence of one variable on another. Moreover, using the beta
value and the coefficient of regression, the other significant test was created. The dependent
variable's change in standard deviations for every standard deviation rise in the predictor variable
is shown by the beta value, which is also known as the standard beta coefficient in simple linear
regression. According to this study, the regulatory variables in the case of CBE are the strongest

predictor of the adoption of agency banking (0.306), meaning that these factors have showed the
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greatest influence on the adoption of agency banking by 30.6%. Details of the results from the two

tests are displayed in the following table 4.15.

Table 4.15 Hypotheses Testing Result

Statistical Findings

Beta

Hypotheses | Description Hypothesis Pearson correlation value | Result
Social and Cultural related factors
positively affect Adoption of Agency

H1 Banking in CBE (r=0.406, sig=0.000) 0.151 | Retained
Technology acceptance factors
positively affect Adoption of Agency

H2 Banking in CBE (r=0.417, sig=0.000) 0.214 | Retained
Economic related factors positively
affect Adoption of Agency Banking in

H3 CBE (r=-0.294, sig=0.000) | 0.092 | Retained
Regulatory related factors positively
affect Adoption of Agency Banking in

H4 CBE (r=0.493, sig=0.000) 0.306 | Retained
Environmental factors positively affect

H5 Adoption of Agency Banking in CBE (r=0.320, sig=0.000) 0.037 | Retained

a. Dependent Variable: Agent Banking

Source: own survey, 2024
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Chapter Five
Summary, Conclusion and Recommendations

5.1 Summary of Major Findings

The ultimate objective of this study is to identify which factors affect the adoption of agency
banking in CBE by considering effects of the stated independent variables: technology, Social and
cultural factors, Economy, regulator and Environmental factors towards the dependent variable
agency banking adoption. Since this section of the study focuses on the results and findings on
statistical analysis and any significant outputs related to the hypotheses. In order to find the best
result, the study targeted a total of 424 populations from these 240 are from employee, 92 are from
customers and 92 are from agents. However, only 198 respondents from employee, 78 respondents

from customers and 80 respondents from agents responded and returned their questionnaires.

For this research the correlation analysis result is used to determine the degree of relationship
between variables. Pearson Correlation value between Technological Factors with Agent Banking
or vice versa is (r=0.417, sig=0.000) which shows moderately positive correlation between these
variables. Pearson Correlation value between Regulatory Factors and Agent Banking or vice versa
is (r=0.493, sig=0.000) which shows moderately positive correlation between these variables.
Pearson Correlation value between Environmental Factors and Agent Banking or vice versa is
(r=0.320, sig=0.000) which shows moderately positive correlation between these variables.
Pearson Correlation value between Economic Factors and Agent Banking or vice versa is (r=0.294,
sig=0.000) which is considered weak positive correlation between these variables. Pearson
Correlation value between Social and Cultural Factors with Agent banking or vice versa is

(r=0.406, sig=0.000) which shows moderately positive correlation between these variables.

Multiple regression analysis was conducted to test the influence among predictor variables. R
square value is 0.341, the model estimated shows that there was 34.1% variation in adoption of
Agent banking as a result of changes in the Social and Cultural factors, Technological Factors,
Economic Factors, Regulatory Factors and Environmental Factors. In other words, it is noted that
34.1 % of the changes in the adoption of Agent banking variables could be attributed by the

combined effect of the predictor variables or there is 34.1 % of variation in adoption of Agent

54



banking due to Social and Cultural factors, Technological Factors, Economic Factors, Regulatory

Factors and Environmental Factors.

5.2 Discussion

The major objective of this study was to investigate factors affecting the adoption of agency
banking the case of Commercial Bank of Ethiopia. In order to investigate factors affecting the
adoption of agency banking the case of Commercial Bank of Ethiopia five general factors are
selected based on literature review which are Technological Factors, Environmental Factors,

Regulatory Factors, Social and cultural Factors and Economic Factors.

Because of technological considerations, agents and their staff may find it difficult to comprehend
the hardware utilized by the agent banking system. Furthermore, the adoption of agent banking is
impacted by road infrastructure and network failures. The development of mobile technology helps

banks become more competitive by facilitating the use of agent banking.

Considering Regulatory Factors, The NBE's regulations regarding agent and mobile banking
operations are comprehensive and easy to follow. The mobile and agent banking directives' KYC
requirements for new client account registration and opening have a favorable impact on agency
banking's expansion. Both current and potential consumers will have easier access to the bank's
services thanks to agency banking, and the adoption of agency banking is encouraged by the

regulatory norms that govern it.

Considering Social and cultural Factors, the bulk of people live in rural areas with limited access
to financial services, which may encourage the use of agent banking. Since the majority of the
population is young, embracing current technologies may be taught to them with ease. The adoption
of agent banking is influenced by the clients' age, gender, and educational background. The
customer's lifestyle and demographics (age, income, employment, etc.) help determine how the

general public feels about agent banking.

Considering Environmental Factors Competition has an impact on how agency banking is adopted.
The success of the adoption of agency banking is influenced by the retail agents' closeness and
accessibility to a bank branch, rather than the availability of suitable agency channels. Success in

agency banking is directly impacted by the educational attainment of both clients and agents. The

55



provision of agency banking services is impacted by collaboration with other banks in a number of
ways, such as accepting deposits from agents on their behalf. It is evident that banks have an

untapped market opportunity in agent banking.

Given the state of the economy, bank agents are remaining in the industry longer since they receive
competitive pay. However, some agents who do agent banking operations do not receive a
commission that is deemed to be reasonable. Putting new technology into practice costs a lot of

money. According to the findings, the adoption of agent banking is highly influenced by bank size.

The hypotheses show positive correlation but only the economic factor implies weak positive
correlation which is expected to be at least moderately positively correlated due to the literatures
indicate during prior studies: for instance; Financial inclusion is crucial for both poverty alleviation
and economic growth. According to the World Bank (2018), everyone has the right to appropriate,
fairly priced financial goods and services that are provided in an ethical, sustainable, and
responsible manner, including businesses. Financial inclusion is now a top concern for the entire

world according to governments, corporations, universities, and international development groups.

The result we found from this study is supported by previous studies. For instance, according to
Al-Qirim (2006), environmental considerations primarily relate to various enabling and hindering
elements in operational regions. The response and the output implies that the environmental factors
also correlate positively the adoption of agency banking in CBE. These environmental factors and
contexts are said to include a company's industry, competitors, access to resources provided by
other external parties, and interactions with the government, as well as the arena in which it
conducts business in adopting technical breakthroughs (Kvin Z. et al. 2004). Such that all the
hypotheses were expected to have positive impact towards the dependent variable as the literatures
in different studies claim considering the variation of the impact- fullness as per different nature of

companies and locations

This study also paves a way for the future studies to consider other additional factors considering
the result from multiple regression analysis to test the influence among predictor variables as R
square value is 0.341 or 34.1%. This result implies there are other additional factors to sum up

together to find very strong influential factors. Moreover, since agency banking relies and relates
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to the underserved and unbanked societies the study would give additional insights by

incorporating rural areas.

5.3 Conclusion

The main benefits of adoption of agent banking includes Overcoming geographic limitations,
Reduction of queues in the banking hall, Enhancement of productivity in the banking industry,
Reduction of paper work and Commission for the adopting institution and in our country’s context
digitalization and financial inclusion are the policy of the government that financial sectors
expected to support and realize across the nation. Such that agency banking can play an important

role in expanding cashless society.

Generally, the main challenges or factors affecting the adoption of agency banking the case of
Commercial Bank of Ethiopia are Technological Factors, Environmental Factors, Regulatory
Factors, Social and cultural Factors and Economic Factors. Pearson Correlation value of Agent
Banking with Technological Factors, Regulatory Factors, Environmental Factors and Social and
Cultural Factors shows moderately positive correlation between these variables. Pearson
Correlation value between Economic Factors and Agent Banking is considered weak positive

correlation.

Taking Regulations into Account The NBE's regulation of mobile and agent banking operations
are comprehensive and easy to follow, and the existence of agency banking regulatory guidelines
encourages adoption of the practice. However, network outages and poor road infrastructure have
a significant negative impact on the use of agent banking in Ethiopia's commercial banks. The most
often cited issues related to the deployment of agent banking in CBE include insecurity, capital,

network instability, liquidity, credibility/trust, and technological acceptability.

5.4 Recommendations

To draw clients and provide financial services effectively, system and service quality are crucial.
Employees, clients, and agents, however, made it abundantly evident that the bank's structure and
level of service are inadequate and call for significant attention and assistance. As a result, the bank

should hire highly skilled and dedicated information system staff in order to strengthen the quality
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of its system. To be able to give its clients high-quality service, the company should hire more

employees and give its front-line employees additional training.

In the long run, the bank should train all employees to be able to handle the volume of support that
comes from customers and agents. Initially, the bank should facilitate and provide sufficient
training and technical support to agents and staffs who are providing agent banking/CBE-Birr
related activities. Following training, the bank should coach and mentor the agents to enable them

to master the operation.

Technology has greatly aided banks in creating alternate distribution methods, such as agent
banking. The provision of banking services (such as receiving deposits, making withdrawals,
managing loan repayment, etc.) through agent banking necessitates the involvement of third parties
on behalf of the banks. In collaboration with the appropriate government agencies, the bank should
fortify its ICT infrastructure and other support systems. This will assist in addressing the issue of

unstable networks.
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APPENDIX



APPENDIX A: Questionnaires
Addis Ababa University

School of Commerce

Questionnaire for CBE Employee

I am Filimon Abebe, a student of Master of Marketing Management at Addis Ababa University. |
am undertaking a research on the topic “Factors affecting The Adoption of Agency Banking in
The Case of Commercial Bank of Ethiopia (CBE)” for the partial fulfillment of the requirements
of the degree of Master of Marketing Management. This questionnaire aims at exploring and
assessing the factors affecting the adoption of agency banking in Commercial Bank of Ethiopia
(CBE). As acrucial input for the research, | would like to gather information from key stakeholders.
Therefore, | would like to thank you in advance for your time. All the information gathered will be

kept strictly confidential and used only for academic purpose.

Phone Number: +251911909532

Email: Filimonabebell@gmail.com

Part I. Socio-demographic characteristics of respondents
1.1 Gender Male Female

1.2 Educational Background

1. Below diploma 2. Diploma 3. BSc/BA 4. MA/MSc 5. Other,
1.3 Work Experience
1) 0-2 Years 2) 3-5 Years 3) 5-10 Yeal 4) Above 10
Years

If other, please Specify ....ccceeviiiniieiiiiiiiiiniieiinennnnnns
Position in the organization

1. Digital Manager
2. Senior Digital officer

3. Digital officer
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4. Bank Trainee

5. [If other, please specify

General Guideline:

e Please put a tick “”” mark for your choices

The response scale for the questions is given as:

5= Strongly Agree
4= Agree

3= Neutral

YV V V VY

2= Disagree

» 1= Strongly Disagree

A. Technological Factors

Statement

Strongly
disagree

Disagree

Neutral

Agree

Strongly
agree

1

2

3

5

Your bank'’s use of agent banking is
an example of a technological
breakthrough.

The hardware used by the agent
banking system are easy to
understand by the agents and their

personnel

The uptake of agent banking is
affected by road infrastructure and

network failure.

The younger generation's prevalence
makes it simple to implement agent
banking.
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The use of agent banking is made
easier by the development of mobile

technologies.

Using agent banking increases the
banks' competitiveness.

B. Environmental Factors

Statement Strongly | Disagree | Neutral | Agree | Strongly
disagree agree
1 2 3 4 5

The adoption of agency is influenced

by competition

Availability of appropriate agency
channels influences adoption of

agency Banking

The retail agents' ease of access and
closeness to a bank branch influences

the adoption of agency Investing

Agent and client education levels
directly affect the success of agency

banking

The provision of agency services is
impacted by cooperation with other
banks in a variety of ways, such as
accepting agent deposits on behalf of

other banks.

For banks, agent banking represents

an untapped business opportunity

C. Regulatory Factors
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Statement

Strongly
disagree

Disagree

Neutral

Agree

Strongly
agree

1

2

5

The NBE regulation regarding agent
and mobile banking operations is

comprehensive and easy to follow.

The expansion of agency banking is
beneficially affected by the KYC
need to register or open a new client
account, as established by the
directive for mobile and agent

banking.

Agency banking will improve both
current and potential clients' access

to the bank's services.

Adoption of agency banking is
positively impacted by the existence

of regulatory rules.

D. Social and cultural Factors

Statement

Strongly
disagree

Disagree

Neutral

Agree

Strongly
agree

1

2

3

5

The bulk of people live in rural areas
with limited access to financial
services, which may encourage the

use of agent banking.

Since the majority of the population
IS young, embracing current
technologies may be taught to them

with ease.
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The adoption of agent banking is
influenced by the clients’ age,

gender, and educational background.

The customer base's lifestyle and
demographics (age, income,
employment, etc.) would help
determine how the general public

feels about agent banking.

E. Economic Factors

Statement

Strongly
disagree

Disagr
ee

Neutral

Agree

Strongly
agree

1

3

5

Your bank representative thinks
that the reason they are remaining
in the company longer is because

they are being paid well.

Agents that do agent banking
operations are compensated with a
that is

commission justly

reasonable.

Implementing technological

innovation requires high

investment cost

Adoption of e-banking and agent
banking is highly influenced by

bank size.

F. Adoption of Agent banking

Statement

Strongly
disagree

Disagree

Neutral

Agree

Strongly
agree
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1. | The number of adopters /customers

is increasing annually

2. | An increasing number of agents
are being engaged annually.

3. | The agent banking transaction's
value is steadily increasing.

4. | The amount of transactions made
through agent banking is steadily
rising.

Questionnaire for Customers

I am Filimon Abebe, a student of Master of Marketing Management at Addis Ababa University. |
am undertaking a research on the topic “Factors affecting The Adoption of Agency Banking in
The Case of Commercial Bank of Ethiopia (CBE)” for the partial fulfillment of the requirements
of the degree of Master of Marketing Management. This questionnaire aims at exploring and
assessing the factors affecting the adoption of agency banking in Commercial Bank of Ethiopia
(CBE). As acrucial input for the research, | would like to gather information from key stakeholders.
Therefore, | would like to thank you in advance for your time. All the information gathered will be

kept strictly confidential and used only for academic purpose.

Phone Number: +251911909532

Email: Filimonabebell@gmail.com

Part 1. Socio-demographic characteristics of respondents
1.1 Gender Male Female

1.2 Educational Background

1. Below grade 4 2. Grade 4-8 3. Secondary
4. BSc/BA 5. MSc/MA 6. Other
1.3 Age
1.16-29 2. 30-39 3.40-49 4. Above 50
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Part I1.
1. Have you ever used agent banking service?
Yes No

2. Can you get agent banking service with high quality system so it helps you to complete

banking activities more quickly?
Yes No

3. The use of Agent Banking is often limited by the availability and strength of internet

connection
Yes No
4. Do CBE staffs provide adequate information about the particular Agent banking service?
Yes No

5. Is the use of Agent banking service often limited by the availability and strength of

internet connection?
Yes No

6. Is there factors affecting the adopting of agent-banking service provision? If any, please

specify in the space provided

7. It would be much easier tracking my account information when | use the mobile and agent

banking service than when using the traditional banking service.
Yes No

8. The network on the mobile and agent banking service is more reliable when making

transactions as compared to ATMs and banking halls.

Yes No
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9. Is an agent banking service compatible with your banking needs?
Yes No

10. Does an agent banking service have enough cash to enable you withdraw large sums of

money?
Yes No

11. Agent banking services are provided with skilled man power so they help me to make

transaction using the mobile and agent banking service.

Yes No

Questionnaire for Agent

I am Filimon Abebe, a student of Master of Marketing Management at Addis Ababa University. |
am undertaking a research on the topic “Factors affecting The Adoption of Agency Banking in
The Case of Commercial Bank of Ethiopia (CBE)” for the partial fulfillment of the requirements
of the degree of Master of Marketing Management. This questionnaire aims at exploring and
assessing the factors affecting the adoption of agency banking in Commercial Bank of Ethiopia
(CBE). As acrucial input for the research, | would like to gather information from key stakeholders.
Therefore, | would like to thank you in advance for your time. All the information gathered will be

kept strictly confidential and used only for academic purpose.

Phone Number: +251911909532

Email: Filimonabebell@gmail.com

Part I. Socio-demographic characteristics of respondents
1.1 Gender Male Female

1.2 Educational Background

1. Below grade 4 2. Grade 4-8 3. Secondary
4. BSc/BA 5. MSc/MA 6. Other
1.3 Age
1.16-29 2.30-39 3. 40-49 4. Above 50

Part I1.
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Is an agent banking service perceived by customers as having Convenience advantage?
Yes No

Is an agency banking service understood by customers as it is secured?
Yes No

Is an agent banking service technologically easy to use?
Yes No

Is the growth of agency banking affected by the depth of marketing and promotional

activities conducted by the financial institution?
Yes No

Do you get reasonably fair amount of commission for doing agent banking operation?
Yes No

As far as service delivery to customers is concerned, what are the main benefits your

institution and customer obtained from the adoption of agent banking

Is there barrier or challenge of adopting agent-banking service provision? If any, please

specify in the space provided below:
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B.1 Technological Factors

APPENDIX B: Descriptive Analysis

Statement SD |D N A SA | Mean | Standard
deviation
Your bank's use of agent | Frequency | 135 | 11 33 12 7 1.71 1.155
banking is an example of a [ percentage | 68.2 [5.6 |16.7 (6.1 |35
technological breakthrough.
The hardware used by the | Frequency | 46 32 68 12 40 2.84 1.394
agent banking system are 5o o ve (232 | 161 | 343 |61 | 202
easy to understand by the
agents and their personnel
The uptake of agent banking | Frequency | 25 26 77 37 33 3.14 1.216
is affected by road
infrastructure and network | percentage | 12.6 | 13.1 {389 | 18.7 | 16.7
failure.
The younger generation's | Frequency | 120 | 36 15 21 6 1.77 1.155
prevalence makes it simple
to implement agent banking. | percentage | 60.6 | 18.2 | 7.6 |10.6 |3
The use of agent banking is | Frequency | 9 31 123 | 29 6 2.96 0.779
made easier by the
development  of ~ mobile [ percentage |45 | 157 |62.1 | 146 |3
technologies.
Using agent banking Frequency | 34 3 97 40 24 3.09 1.178
increases, the banks'
competitiveness.
Percentage | 17.2 |15 |49 20.2 | 121
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B.2 Regulatory factors

Statement SD D N A SA | Mean | Standard
deviation
The NBE regulation | Frequency | 26 5 31 76 60 3.7 1.289
regarding agent and mobile ['percentage | 13.1 |25 |15.7 | 38.4 |30.3
banking  operations is
comprehensive and easy to
follow.
The expansion of agency | Frequency |23 6 101 |44 24 3.2 1.080
banking is  beneficially -5 e T116 |3 |51 | 222 | 121
affected by the KYC need to
register or open a new client
account, as established by the
directive for mobile and
agent banking.
Agency banking will | Frequency | 17 29 117 |31 4 2.88 0.846
improve both current and
potential clients’ access to the | percentage | 8.6 | 14.6 |59.1 |15.7 |2
bank's services.
Adoption of agency banking | Frequency | 12 6 110 |43 27 3.34 0.962
is positively impacted by the
existence of regulatory rules. |"percentage | 6.1 | 3 55.6 |21.7 | 13.6
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B.3 Social and cultural Factors

Statement SD |D N A SA | Mean | Standard
deviation
The bulk of people live in | Frequency | 6 8 31 88 65 4 0.961
rural - areas with limited ['percentage | 3 4 |157 444 | 328
access to financial services,
which may encourage the
use of agent banking
Since the majority of the | Frequency |8 4 74 107 |5 3.49 0.766
population s young, Percentage | 4 2 37.4 | 54 2.5
embracing current
technologies may be taught
to them with ease.
The adoption of agent | Frequency | 14 6 68 2 109 3.93 1.287
banking is influenced by the
clients' age, gender, and | Percentage | 7.1 |3 343 |5 55.1
educational background
The customer base's lifestyle | Frequency | 16 3 62 64 53 3.68 1.129
and demographics  (age,
income, employment, e{C.) [percentage | 8.1 | 1.5 | 313 | 32.3 | 26.8
would help determine how
the general public feels about
agent banking.
B.4 Environmental factors
Statement SsD |D N A SA | Mean | Standard
deviation
The adoption of agency is | Frequency |5 4 70 119 |0 3.53 0.666
influenced by competition  "percentage |25 |2 | 35.4 |60.1 |0
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are remaining in the
company longer is because

they are being paid well.

Availability of appropriate | Frequency | 7 36 129 |15 11 2.93 0.787
agency channels influences o e 135 182 |652 | 7.6 |56
adoption of agency Banking
The retail agents' ease of | Frequency | 3 15 110 |26 44 3.47 0.97
access and closeness to a
bank branch influences the | percentage | 1.5 |7.6 |55.6 |[13.1 |22.2
adoption of agency Investing
Agent and client education | Frequency | 6 14 32 82 64 3.93 1.020
levels directly affect the
success of agency banking.  "percentage | 3 7.1 |16.2 [41.4 | 323
The provision of agency | Frequency | 16 5 63 109 |5 341 0.913
services is impacted by
cooperation with other banks percentage (8.1 |25 | 318 |55.1 | 2.5
in a variety of ways, such as
accepting agent deposits on
behalf of other banks.
For banks, agent banking | Frequency | 3 5 78 110 |2 3.52 0.643
represents an  untapped
business opportunity Percentage | 1.5 |25 [394 |556 |1
Economic factors
Statement SD |D N A SA | Mean | Standard
deviation
Your bank representative Frequency | 9 6 69 114 |0 3.45 0.764
thinks that the reason they | 'percentage | 45 |3 | 34.8 |57.6 |0
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Agents that do agent | Frequency |2 36 134 | 14 12 2.99 0.733
banking  operations  are 5 e 11 182 |677 |74 |64
compensated with a
commission that is justly
reasonable.
Implementing technological | Frequency |5 13 116 |24 40 341 0.966
innovation requires high
investment cost Percentage | 25 | 6.6 |58.6 |12.1 |20.2
Adoption of e-banking and | Frequency | 0 13 20 88 77 4.16 0.855
agent banking is highly
influenced by bank size. Percentage | 0 6.6 |10.1 |44.4 |38.9
B.5 Agent banking
Statement SD |D N A SA | Mean | Standard
deviation
The number of adopters | Frequency | 24 4 30 78 62 3.76 1.259
fcustomers is increasing |'percentag | 12.1 |2 | 151 |39.4 | 313
annually e
An increasing number of | Frequency | 11 28 120 | 32 7 2.98 0.818
agents are being engaged \ oo TTE 6 141 606 | 162 |35
annually.
e
The agent banking | Frequency | 10 28 117 | 34 9 3.02 0.837
transaction's  value is
steadily increasing. Percentag |51 |14.1 [59.1 |[17.2 |45
e
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4. | The amount of transactions | Frequency | 8 5 102 | 48 35 3.49 0.949
made through agent banking
Is steadily rising. Percentag |4 |25 |515 |242 |17.7
e
Customers
No. Statement Frequency
Yes No

1. Have you ever used agent banking service? 51 29

2. Can you get agent banking service with high quality system so it | 31 49
help you to complete banking activities more quickly

3. The use of Agent Banking is often limited by the availability 63 17
and strength of internet connection

4, Do CBE staffs provide adequate information about the particular | 66 14
Agent banking service?

5. It would be much easier tracking my account information when | 53 27
I use the mobile and agent banking service than when using the
traditional banking service

6. The network on the mobile and agent banking service is more 23 57
reliable when making transactions as compared to ATMs and
banking halls

8. Is an agent banking service compatible with your banking needs | 61 19

9. Does an agent banking service have enough cash to enable you | 32 48
withdraw large sums of money?

10. Agent banking services are provided with skilled man power so | 55 25
they help me to make transaction using the mobile and agent
banking service
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B.6 Agents

No. Statement Frequency
Yes No

1. Is an agent banking service perceived by customers as having 66 12
Convenience advantage?

2. Is an agency banking service understood by customers as it is 32 46
secured?

3. Is an agent banking service technologically easy to use? 58 20

4. Is the growth of agency banking affected by the depth of 54 24
marketing and promotional activities conducted by the financial
institution

5. Do you get reasonably fair amount of commission for doing 60 18
agent banking operation?
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APPENDEX C: Agent Contract

Commercial Bank of

Ethiopia Agent Contract
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Addis Ababa
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1

2UMmANHS ¢ @C AkAh 20 NHU N3A
"NTh” APHNA NOAMELM PAFEZP 7982 NTh AT

NAFTE&Pe N NN
2L ¢mC N+aeHIND- AT NHU N3A
"ONA" (PTNPET @RIR % P FAAGATET RRTPLA)
APHNA N MEE aRhNA P+L227 NIPIPYF Hd-e:

TC3m
NHY AFR9R7F @nm Pttt $AY FC3T AHU A74T

e NHHIED P+MPMPT/PNTN: AP ALY BIPTA:

onA DY NFTF PrHZHETT ATA T T £AMA
U. 27N@F7 aeHen YA aohd +

A. e 77HA MRbNQ

. T7HAN DER.TI L

@ 70 TBA+ANG

W, PATAI T AEPPFT ARNLA

. PRIPH N&PPFT ARNL A

. ALTINET PAIAET AMPPT® ITHN, TNRND

A. AT NNAGP NN P+ P8 PANA NC ATIATPFIT
ANA NC LADSFOT ATARTF APAMT EFAk:

Poh A UALITT PNt
U. Ntmend- Phgegest 10 @Nm A.NA NC (CBE Birr)

A1Ae T ARINETF MAM*!
A R8N 2INGT ACR@HI PAANAN LT LD
. hP1878. N1L%F (transaction) NtERAD N3A LING D
AHINL N+HIEMD A12 AL AT ANA NC (CBE Birr)
80

This agreement is made on the Day of

__month, 20 between COMMERCIAL
BANK OF ETHIOPIA (herein after referred as the
“Bank”) and
incorporated in Ethiopia with registration number

(herein after referred as the
BIN% AR aO4 /0 a9/ g7m:

@ N2INEF Mme 1IHNT NRPNA AT hALA hoh s
101N AL +aRAAL AOMT PAD- 7THN NAPPIN
me LINF®™ PAANTCLR YAN (E-Money
Account) N, @@EZT @LID  ALINFO-
NRAATCLA LA @-ND PADT 7THN D4R,
NTE L NHAPANL ARAN N6 1THA PR A?




"Agent” includes its successors and assigns).

Definitions

The terms used in this agreement will have the meanings
stated under the user guide/procedure of the bank destined
for this purpose.

The Agent will provide the following services
Customer registration and account opening
Cash deposit (cash in)

Cash withdrawal (cash out)

Cash transfer service

Bill payment

Salary/ Bulk payment

Customer Education

Perform any others services that permitted by national bank
of Ethiopia and notify by CBE Birr.

—_ e — = =

SO >0 o0 TW

=

Responsibilities and Rights of Agent

a) Provide the CBE Birr services to customers for the duration
of this agreement.

b) Use its best endeavors to register new customers for the
CBE Birr services.

¢) Ensure that each Customer signs the Log Book/CBE
Birr receipt upon successful completion of a
Transaction.

d) Receive cash payments from Customers into the Cash Float in
exchange for credits to Customer's E-Money
Accounts with a corresponding debit to the Agent Float and
vice versa.

e) Inthe event of insufficient sums available in the E-Money Float

Account, the agent must deposit a sum in the bank before
carrying out transaction.
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w.Ne P77 NAARTCLA YA @D NMLPCNF 18 Uk
ohA 9Net handpea™ N4t ML NTh NARYe
OLARANTCLR YA Db 77HN MAINT AANT::
4. oA PANA NC ATANRTT N NhSEMA: PPY HOHC
RS NPLHA: NN N MM PP) THAARPL AOALT LAMAT
. N NEPLAT ANNN(PCYRE) AT PINLF PITHN MLP
@AY NF oA PANA NC AT BAMAT

A.OhA NHU @A @AM P+MARNETTT NG IALIFT AAA
N ML (Bt hPNtTAAGIR?

$.0NA ARLIEYSE PHL 00D INLT PRL N6k, Aol POL-&
mAAntT NN RRCAPA: 9NL+ P+4ed afh
PMLIIME AL P& ANt ADNA ALCH NF jO-::

N. ONA MTFOIT LB A1RTF DLI® NATRL PANL
124900 hNM- POUE .98 MR, AAA AT 077 ANAR
@AMt ALFTATR: M A MAMEP LEPTT A MPID
PALFAD- NHU @A AERRT® IC NHITT NF 0

+.0O0A PHAMDT PAMPT AP AT PAAAML ML NAPMPID
AL BTD TYTIE @GR LT ak YAL ST LMN8A:

FOHU @A AERR® IC N+19T MEFET ACST MR Y1mp
£C1F NTLATPNT OPF ONA NhEMT ANT 47CF
LRLCIAT

7. @A N 77HN NLAT @A ARFPC TPT9R AR 91N et
a4 e° PANFIR: DA NYLAMN @A NAD- +Teps 7THA
NAR NMTF@I® PPRTLT 1IHN BeR, NLLCT T JALIEY
LMmN8JA::

1.0NA BATTR NG AL P UTTFT AT AT O P77H
HO-@-C 27NF7 PhNiAs

PANA, NC UALITT ToNT
U. O ATT aeglmg AR PPY ABAP ML AD$ NAINM CHAN

e

A ATLPANEATLIE ADNATS Net+EFF@ NAMT ARAMT
. PANA NC AT AT PTR PALAT ARTATPPTFT TP/

am N@A ®ALT PANLA NCPFCA NELPTT NDP+ APhL A
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f) Shall only provide the CBE Birr Services using the
tariffs as set out in price Schedule as may be varied
by the bank from time to time.

g) Shall only provide the CBE Birr Services at the
agreed Outlets within any Transaction Limits
placed on such Outlets.

h) Shall not assign any rights or responsibilities
mentioned under this Agreement to any other
person or entity.

i) Shall get an SMS confirmation for each
completed transaction from the bank. Only the
receipt of SMS confirmation will signify
completed transaction.

j) Shall  not disclose any information,
documentation, data or know-how to any third party
without the written consent of the bank. The Agent
shall only use confidential information only
related to the performance of this agreement.

k) Shall be responsible for all Transactions
undertaken using his/her user ID and PIN.

) In the event of any theft or loss related to the
performance of this agreement the agent shall report
to the bank.

m) Shall not undertake any transaction in cases
where his/her account has no sufficient fund. The
agent will assume full responsibility for any amount
due to his/her as a result of overdrawn from his
account.

n) Shall comply with all applicable laws, and anti-
money laundering [AML] requirements.

W, PR PTOM N&LPTT +Ntie @D



Responsibility and Right of CBE Birr

Selects and Assign each CBE Birr agents a unique
identification number and keep up-to- date records of its
agents.

If necessarily provide the training to the Agent and its
personnel

CBE Birr shall provide consumables for agent banking
service as deemed necessary

CBE Birr shall pay commission for agent with in the
agreed revenue settlement period
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5

PONA LU 5
U. OhA 9750390 PAIR hCE dPmét MLIR N(Cé*T

ALIMMA A1t ATERAMD ATE/T M8 PO-F ANLNA
NC MADP AANT ANA NCT PA+LPLAT ANA
AT8EMPIPNT ACPNANA DB PO+ ATA%IT ATSR WM
PLRLIPA:: dNAI® N6Fh& ANNAAGS &ZNh NAPYhA
AT LCAD N AL BNA Th YALIHT BONSA:

A DA +1PAPH NARTE PARAMC €147 I PRAG $ATT
PANA NC AMPPIe R/ eh NANMN PARN+A JALTH
AANF: NHU IC NP PH AT Mt FEFFI JAL TP T
NAGPTT O PTF DA YALTET BONSA:

PINLt 781N 6.
U. P& PN Lt 72N NN PANLH 18N RALT LIPTA =

A PONA PAINLTF 12N9° AL MNA 228 BMATA

Pon4 Phé N9t 7.
U. ©h& h740eEY NMPE --mmmmmme- A%F AANN A% -------

- A% aAMT FAA:
PhARTCINA PMeMPPT Fhihd 1A 8.

U. A7& dhad N+1eALH DA NAMmeg PANA NCT
R4t @ELN RTFAA

A A1 OhA PARZE ao/NT NA MR PANK NCY ATA R
me/n FAA
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e)

notify the Agent of the Fee Amount applicable from
time to time

Agent Security

a)

In the event of any loss or theft of the Agent’s SIM
Card the Agent must notify immediately in
accordance with the CBE Birr in order that CBE
Birr may disable the same to prevent its further
unauthorized use. The Agent is responsible for any
losses, costs and expenses incurred in the period
between the losses or theft of the Agent’s SIM
Card and such time as CBE Birr shall have
received written notice of such loss or theft.

The Agent is responsible for the safekeeping and
proper use of the Mobile Equipment, and for
keeping the PIN secret, password and for all CBE
Birr Instructions initiated using the PIN and
password. The Agent shall indemnify and keep CBE
Birr indemnified against any and all actions,
claims, demands, damages, liability, costs and
expenses as a result of any negligent use of the
Mobile Equipment or PIN and password.

Transaction Limit

a)

b)

Agents transaction limit will be as per the banks limit
schedule

Agent’s transaction limit will vary according to the
level of agent

Agent Business hour

a)

The Agent will provide the service from
...................... In the morning to................... night

Technical description of electronic devices;

a.

b.

An agent can provide the CBE Birr service Via
mobile (USSD) channel
An agent can provide the CBE Birr service
Via web Portal (WEB)
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11.

12

13.

PADHIN AP PH
U. @A ANEATL PP APHINFYE ARZBPFAS ATATY NACINMN:

N@@PH NAPLNLE AA PAFERP 7918 NTh NARHIN
NNLCNT €7 ATNF NGAT AT+ NANAM 1H B-ND
NASINM TMAZNN AANT::

PAD YNT
U. PONA N&tHETF AL AFERP 192 NTR N&tH8TF ARV

®ANTG 98 FFM NG OA NHPPAT NPRTRIF ALY
SUTA:

PEAT/ P+T1PALA YA NANTIT

10.

2U @A 87 NANT 11 LA PANA NC &rt (TIPAPA

141) NANTIT PeahA LUPTA: UPTE dhA N4 edna-
ANLF YA APTN AT AICC BFAA:

POONFMEP O SPT/RARNT AS PARTRZP TNLT ™%

UNT ANEALDT PONFDEP 0PPF Nefr Deh, AHIEF
PPCNA:

ANT ARTAGIeEt ANEATL PP AAD ADTATPPFT AR
ANEALTE PPCNAE

h.ONA PHALR PANA NC TMNFDELLPTT IOF NP AT
ATUNZAMN N99, L dPAN AAPaRR KANTF::

an mh & MIFO9° hANK NC P18 TPANT T P98 h9P
D9 Afet PANTTF IC ALANT NT9TFA MRAN: +aRY Y LYF
PADT PY9 8 PANT ADM$IR PANFIR::

ha Ay
U Aoh A PRAM@®Y hMAT MY LOATA:

AN ARTA% ek PAANGAD- NAART AL NTTFD-I° 1H,
@A+hne ALECT BFAA: PaRLZ70- @A+hNS NN
£UL76 AL N91A8 PR bam B 1PTA::
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13.

Record keeping

a) The agent shall at all-time ensure safe keeping
of all relevant records, data, documents or files
or alternately, such records, data, documents or
files are shifted to the nearby branch which the
agent initially registered with in two Weeks.

Human resource

a) Employees of an agent shall not be treated as
employees of Commercial Bank of Ethiopia and
the rights and duties of such shall be agreed
between the bank and the agent.

11. _ Float Ownership

The CBE Birr Float shall at all times during the
Agreement Period be the property of the Agent and
shall vary in accordance with the Transactions
effected by the Agent.

12. Branding & promotional materials & intellectual

property rights

a) Bank shall provide all branding and promotional
items at no cost to the agent.

b) The bank shall provide consumables for agent
banking service as deemed necessary

) The Agent shall display the promotional items in a
suitable place which is feasible to the public.

d) The Agent shall not use any trademarks that are

confusingly similar to the Trademarks, Trade
names, or other signs of CBE Bitr.

Remuneration for the agent
a) The Bank shall set commission for agent banking
service.

b) The bank reserves the right to amend the
commission at any time; the notice shall be
published at CBE official website.
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16

17.

M7 ANARART T J76h, NAATAMT
oA PANA NC INLTT ANNALBT &4 TPI9° AR1T RGP

hN P AP NATAIAek PO 0T +IRCIH TR9R
AR aZ760, NPATE BT NBU& AR AMTP::

[alaXal!
NHU @A AACPOANC AT8U9 NONA NLtHET LR

NATF@I ANEE @17 U7+ 0L NFATTIT N9 AT
MIEm-IR S0 AR NF ARDATE DA NN AR ALZA KS
ALCH PAOFA MTFDI° 8% DMLY PU MG PTF ATRhA
a-fe SALT+ET BONSA:

1H_h
U @A NATEEP hor APALY PRL BT BUPTA::

MPAA £3I1PF
UNTh AL AATY N4 N9 PHIEM- aRan/ P A/t O AT

n&cE 1 AMh 3 NMAT anenA:

A NPA+ @IFF aehiha P 22T MIF@-9° M FDe PPF
@R ATFIPF N&U& CUPT AANTFO-:

. NHU &4 NAA AT hA+IAR NAt+eC hari £791PF
MNP PAT8. ML PHDAIE: NEA AATLAT PO-AT £77%
AT18+AL APNSML Mm-gR::

@ nNI POUG P8 NALZAD METID NYD hA+mPe
NN+¢C A 2407 NHEANT MAFOEP TMEMtE
IJHM®P oA, ®AMT ML LUT ATRIRYT AAA WATE
M7 ARYAR ARTFATO:

W, PN ® NTH/PATEEP 1998 NTh DN AT A4+
A@AMT N+NMI>NF P1H 72N @Am PONAT PAPAL P
NFG SCIMLET  PATATRT AAMMTE PNTE AAPHITMYE
REPHY L7CF RRALTFY NNTRIRT+R ABNLF APHN AR
@UPEY NI DI LHT PNG NSF 2N FtAk:
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14.

15.

16.

17.

No guaranteed Income

No warranties or representations are made with
regard to potential revenues that maybe earned by
the agent from the provision of the CBE Birr
services unless transaction effected and no reliance
should be placed on any statements or projections
provided whether verbally or in writing in this
respect.

[ndemnity
The agent shall hold the bank harmless for any

actual or consequential damages or legal costs
resulting from breach of this agreement by the
agent including but not limited to breaches caused
by any act, neglect or fault of the agent's employees
or any third party claim in respect of any matter
arising from the agent's conduct.

Governing law
This agreement shall be governed in accordance

with the laws of Ethiopia.
General Provisions

a) The bank shall classify or categorize the agent as level
1 upto 3 as per the bank’s procedure destined for this
purpose.

b) All notices or other communications as between the
parties shall be made in writing and delivered to the
respective party.

¢) Unless otherwise stated under this agreement, the
rights and remedies contained in it are cumulative
and the failure to enforce any one or more of the
terms or conditions of this agreement shall not be
considered as a waiver.

d) Unless otherwise required by law the agent shall not
make or cause to be made any press release, public
announcement or disclosure to any third party in
respect of this agreement or the transactions
completed hereby or otherwise communicate with
any news media without the prior written consent and
approval of the bank.

e) National Bank/CBE shall have the right at any time
during the contract period to inspect the Agent’s
premises, Outlets and business operations (the
internal systems, documents, reports, records,) to
ensure compliance with the terms of this Agreement




2.

@A77 NATIAARA

NHU A AR PA9.2/ MG MRG0 MARP MLIR + T 27 I

NBU-& VS NUFARI® AhAT 0L 29D AANT::
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18.

19.

20.

Amendment
Any amendments or additions to this agreement
shall be made in writing and signed by both parties.

Termination

a) Either the National Bank of Ethiopia or
Commercial bank of Ethiopia may terminate this
agreement based on the applicable laws and by laws
of the bank.

b) The bank may forthwith terminate this
agreement, if the agent is in breach of this
agreement, or any applicable law or regulation.

¢) The agreement may be terminated by the bank or
Agent at any time by providing not less than 30
Days’ notice.

An agency contract shall be terminated when:
a) At compilation /expiry of agreement period

b) Incase of breaking of this agreement by the agent

¢) when the agent’s principal commercial Activity has
ceased,;

d) Agent found directly or indirectly charging
customers by itself without the knowledge of the
Bank and or against any of the predefined
agreements entered with the bank

e) Agent is guilty of a criminal offence involving
fraud, dishonesty or other financial Impropriety;

f) Sustains a financial loss or damage to such a
degree which, in the opinion of

g) The bank, makes it impossible for the agent to gain
its financial soundness within three months from
the date of the loss or damage;

h) in case of a sole proprietor, dies or becomes
mentally incapacitated;

i) Transfers, relocates or closes its place of agent
banking business without the Prior written
consent of the Bank;

J) Agent fails to hold or renew a valid business
license;

k) Violates any provision of NBE directives as may in
the opinion of the
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For the Agent

nge

Name

PG DALTT

Position

4L :

Signiture:

ARCT
Witnesses
hge
Name
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21. Dispute Settlement
The parties will settle any dispute amicably. If the
dispute will not be settled amicably, the matter will
be referred to the Federal courts of Ethiopia.

22. Term and Commencement
This agreement shall be effective until

date month, 20___commenced
from the date written herein above unless
terminated by the parties as per clause 11 and
must renewed annually
NANTh-
For the Bank
nge
Name
Pe DALTT
Position
dCm :
Signiture:

&CM
Signiture
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