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[bookmark: _Toc156456965][bookmark: _Toc167022172]Abstract
This study conducted on assessment of credit management and collection policy of Dashen bank Ambo branch. The objective of this study is to Identify credit collection mechanisms, techniques used by the bank staff to collect account receivables on maturity date, assess how the bank treats, give advice and make awareness to its customers regarding payment of loans and investigate measures taken by the bank if customers fail to repay on time or at all of Dashen Bank Ambo branch.  

This study is important for Researchers Company and other by changing theoretical knowledge in to practical skill and to know credit management system in the organization. To achieve this objective the researcher used both Primary and secondary data. Primary data collected by using questionnaires, interview and secondary data also will be collected from the written document and related literature reviews. The study used census survey method. The study used descriptive type of research design to describe the credit management and collection policy system. The data analyzed by using both qualitative and quantitative approach though questionnaire and interview. 

The major findings of the study are the main problem of credit management and collection policies of Dashen Bank currently facing on credit management are: Lack of information about the customers, Lack of qualified man power and adverse economic condition of customers. These problems are lead the institution in to default risk and ineffective, Finally, the study will be recommended that the organization should adjust to reduce current problem which are faced in the institution on the credit management system is better to take some measures like: creating well man power by giving continuous training. Gathering customer back ground history or information, expecting future economic condition of the customer and gathering about information of the customer capacity to repay providing in the origination. 
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[bookmark: _Toc167022174]CHAPTER ONE
[bookmark: _Toc156456967][bookmark: _Toc167022175]1. Introduction
[bookmark: _Toc156456968][bookmark: _Toc167022176]1.1 Back ground of the study
A banking institution various types of service are providing among those credits is one of the most important core businesses of most banks. The word credit itself is derived from the Latin word “credere” to believe to put confidence in some one trust same one (Conant 1899, baltnsperger 1987).

Bank is financial institution that are established for lending , borrowing, issuing, exchanging, taking deposit, safe guarding or handling money under the law and  guidelines of respective country. Among their activities credit provision is the main product which bank provides to potential business entrepreneur as main source of income. While providing credit as main source of income bank takes in to account many considerations as factor of credit collection management which helps them to minimize the risk of default that result in financial distress and bankruptcy. This is due to the reason that while a bank providing credit they are exposed to risk of default( risk of interest & principal payment) which needs to be managed effectively to acquire level of loan growth and performance (bass, 1991).
After assessing the bank’s (Dashen Bank Ambo Branch) existing practice of credit management and collection policy, tried to identify criteria for granting credit as well as popular ways of collecting accounts receivables. For example, Telephone call, personal visit, collection agencies, letters and legal actions as well. This paper also tried to deal with how to eliminate problems of bankruptcy as well as refusal of payment by creating peaceful settlement between lender and borrower.
Dashen bank was founded by eleven visionary shareholders and veteran bankers with initial capital of birr 50 million in September 1995. Up on securing license from the national bank of Ethiopia, Dashen opened its door for service on the 1st January 1996 with eleven fully fledged branches. The bank is one of the biggest private banks in Ethiopia. It operates through network of more than 415 branches and Ambo branch is one of them which is located in Oromia Ambo town.


Dashen bank was established as per the intent of new policy and the Ethiopian investment code. It came into existence on September 20, 1995 G.C according to the commercial code of Ethiopia, 1960 and the licensing and supervision of bank business proclamation No.84/1994 with birr 50 million paid up and subscribed capital. According to the proclamation, the main objective of the bank as enshrined in its basic documents is to render commercial banking activities both at domestic and international spheres. The following constitutes its business purposes. Undertaking banking and monetary exchange business, Extending loan and credit facilities to every economic sector, Accepting and mobilizing various types of deposits , Rendering banking services related to international trade, Handling money transfers domestically and internationally and engaging in other activities related to banking and finance. 
Concomitant with the synchronized effort exerted by the entire bank’s staff and the management, Dashen bank has become and still in a suitable growth. Now a day, the bank’s total capital has reached over 172 million ETB. Besides with ambition to provide banking services, Dashen bank today has expanded its services barnacles to major towns in Ethiopia and at convenient sites in Addis Ababa. Today, Dashen bank is a 25 years young, but it is a bank which has been discarding obsolete work style and methods by introducing new ones with the use of modern banking technology such as internet system and encashment of visa card.
The vision of Dashen bank is to stand first of the other commercial banks in the country in terms of banking profession, quality service and efficiency with the maximum possible customer satisfaction. The bank believes that its growth and perpetual existence depends solely on creation of customer satisfaction without which it becomes too difficult for such bank to survive alone to be competent.(source: bank manuals)                                                                                                       
 








	

[bookmark: _Toc156456969][bookmark: _Toc167022177]1.3 statement of the problem 
Credit collection management is one part of the bank service. But it has wide approaches. There is high demand of borrowing money used for different purposes. Investors, individuals and government itself needs money for their own purposes. Most of the time the economic units needs to satisfied credit of the banks. The gap between the previous researcher and mine is that the previous researcher focused only on determining efficiency and effectiveness of assessing credit collection of the company. But my study will focus its attention on credit collection management of Dashen bank. This study will try to investigate the problem of Dashen bank due to the fact that some of loans and advances grant to its users turned to be bad loans. Because level of loans that grant by Dashen bank to its uses to be bad loans (probability that loan returned by the customer is low) is increased year to year. Other researchers also may conduct their research on other topics but they are related to this topic; they may have some particular qualities or characteristics in common but not all of them. As per the researcher investigation, are only few researchers done which is related to credit collection management in study developing. Therefore we assessed the credit collection management practice in Dashen bank Ambo  branch by using all available information’s which is provided by manager and employees of the bank.
As per the researcher's knowledge, there not researched which is conducted in Ambo town particularly in Dashen bank, Ambo branch on the same topic and also the researcher can't find any research conducted on the same topic. This area gap is the reason that initiates the researcher to conduct his study on this topic in Dashen bank in Ambo branch. Accordingly, this study will try to identify the factors that affect credit management and collection policy of Dashen bank Ambo branch by assessment of credit collection.                             
In modern economic world, business activity without the help of banking facility is impossible and unthinkable. Today, banking activities serve the business like the blood is circulating in our body. Banking plays a big role in economic growth and development of any nation regardless of the level of its growth. One of the banking services is credit granting and collecting. Credit fosters the expansion of business activities in various ways. Putting this all in to consideration, Dashen bank is still encumbered with a number of problems such as poor payment performance by the borrower (default of payment) and poor technique of collection of the amount they lend. These and other related problems, if not appropriately resolved, are to challenge the growth effect of the bank. Hence, the researcher is eager to dig out the major causes of the aforementioned challenges and come up with tangible suggestions and recommendations that largely reduce the level of operating risk that might happen soon. In doing so, the researcher answered the following questions.
[bookmark: _Toc410239325][bookmark: _Toc156456970][bookmark: _Toc167022178]1.3. Research question
   1. What are the policies followed by the bank to credit collection?
   2. How credit can be granted and collected?
   3. What problems faced the institutions during credit granting and collection?
  4. What efforts are undertaken by the bank to collect credit?
[bookmark: _Toc410239326][bookmark: _Toc156456971][bookmark: _Toc167022179]   1.4 Objective of the study  
This study is to achieve both general and specific objectives related with assessing of credit management and collection policy of Dashen bank, in Ambo branch.
[bookmark: _Toc410239327][bookmark: _Toc156456972][bookmark: _Toc167022180]  1.4.1 General objective
The main objective of this study is to identify the mechanisms associate with credit collection and management in case of Dashen bank Ambo branch.
[bookmark: _Toc410239328][bookmark: _Toc156456973][bookmark: _Toc167022181]  1.4.2   Specific objectives 
1. To Identifying credit collection mechanisms followed by Dashen bank.
2 .To study techniques used by the bank staff to collect account receivables on maturity date.
3. To assess how the bank treats, give advice and make awareness to its customers regarding payment of loans.                                            
4. To investigate measures taken by the bank if customers fail to repay on time or at all.



[bookmark: _Toc532994923][bookmark: _Toc410239329][bookmark: _Toc156456974][bookmark: _Toc167022182]1.5. Significance of the study
[bookmark: _Toc532994924][bookmark: _Toc410239330]This study have the following contribution; it helped the collection policy of administration to aware about the limitation on the assessing of credit management system and to take corrective action to improve credit management since many financial institution may face the problem default risk. There for, this study would provide the way how they can reduce default risk after lending. It would develop an experience for the researcher to build up knowledge regarding to the research techniques and reporting methods, It would help to give information who is interested to write this kind of research and also for the student researchers would help to get bachelor degree in accounting and finance.
[bookmark: _Toc156456975][bookmark: _Toc167022183]1.6. Scope of the study 
Dashen bank is privately owned Share Company which is currently has 415 branches both in Addis Ababa and regional towns. This study will focus on assessing credit management and collection policy in Dashen bank at Ambo branch.
[bookmark: _Toc532994925][bookmark: _Toc410239331][bookmark: _Toc156456976][bookmark: _Toc167022184]  1.7. Organization of the paper
The study will be organized following a standard research project format. Accordingly, the study classified into three chapters. The first chapter of the study is an introduction of the research. Under this chapter, background of the study, statement of the problem, significant of the study, scope of the study was being discussed. The second chapter explains about the literature review of the study. This part was explaining the theoretical and empirical review of the study, the third chapter of the study was discussing about methodology of the study, the fourth chapter of the study studied data Presentation, Analysis and Interpretation, and finally, chapter five of the study about studied conclusion and recommendation. 
[bookmark: _Toc156456977][bookmark: _Toc167022185]               CHAPTER TWO
[bookmark: _Toc532994928][bookmark: _Toc410239334][bookmark: _Toc156456978][bookmark: _Toc167022186]2. REVIEW OF RELATED LITERATURE
[bookmark: _Toc532994929][bookmark: _Toc410239335][bookmark: _Toc156456979][bookmark: _Toc167022187]2.1. MEANING AND DEFINATION OF CREDIT
Credit is the device for the transfer of purchasing power from one individual or organization to another. It is the means which provides the basis for increased production efficiency through specialization functions. (Oratoya, 1983).

In the extension of bank accommodation, nothing is more significant than the ability and character of the borrowers. Practical bankers theoreticians alike suggest that safest and the most dependable security that could be obtained is integrity and business like dealing of customers. It is not the tangible collateral to generate earnings and maintain solvency. This measurement of the overall standing of the firm and its future is what is called “credit analysis” or “credit investigation” it is in effect financial analysis conducted by supplier of funds with a view to finding the position, progress, and prospects of a borrowers (B.MLall Nigam, 1988).

The business of banking is credit and credit is the primary basis on which banks quality and performance are judged studies of banking crises show that the frequent factors in the failure of banks has been poor loan quality. The credit risk management process of banks is believed to be a good indicator of a quality of the bank’s loan portfolio (HR Machiraju, 2003).

Credit risk covers all risks related to a borrower not fulfilling his obligations on time. Even where assets are exactly matched by liabilities of the maturity, the same interest rate conditions and the same currency, the only on the balance sheet risk remaining would be credit risk.
Credit risk exposure is measured by the current mark to market value. The magnitude of credit risk depends of the likelihood of default by the counter party, the potential value of outstanding contracts, and the extent to which legally enforceable netting arrangements allow the value offsetting contracts with that counter party to be netted against each other or the value of the collateral held against the contracts. (HR. Maharaja, 2003).

[bookmark: _Toc532994930][bookmark: _Toc410239336][bookmark: _Toc156456980][bookmark: _Toc167022188] 2.1.1. Meaning of credit
The word credit is derived from Latin word (credo) which means I believe to the creditors believes that the debtors will return the loan and so decides to give the loan. Advancing credit or loan essentially decides to give the loan, confidence, character, capacity, capital and collateral of the debtor. It is a medium of exchange to receive money or goods on demand of the some future date. R.p Kent defines credit as the right to receive payments of the obligation to make payment on demand of some future time on account of the immediate transfer of goods (R.R Paul, (1996).
[bookmark: _Toc410239337][bookmark: _Toc156456981][bookmark: _Toc167022189]2.1.2. Credit creation
A bank differs from other financial institutions because it can create. Banks have the ability to expand their demand deposits as multiple of their cash reserves. This is because of the fact that demand development of the banks serve as the principal medium of exchange, and in this way the banks manage the payments system of the country. In short the ability of banks to expand the deposits makes them unique and distinguishes them from other non-banking financial institution. The whole structure of banking is based on credit. Bank credit means bank loans and advances. Bank keeps a certain proportion of its deposits as a minimum and lends out the remaining excess reserve to earn income. The bank loan is not paid directly to the borrower but is only credit in this account; every bank loan creates an equivalent deposit in the bank. Those credit creations mean multiple expansions of bank deposits (R.R Paul, 1996). 
[bookmark: _Toc410239338][bookmark: _Toc156456982][bookmark: _Toc167022190]2.2. Types of credit
There are four common division of credit.
[bookmark: _Toc156456983][bookmark: _Toc167022191]1. Production versus consumption
Credit may extend for either production or consumption purposes. In the twentieth century, consumption loans have grown in importance largely as a result of growing importance of automobiles other consumer durable goods, a generation ago, bankers tended to look askance of consumption credit.
[bookmark: _Toc156456984][bookmark: _Toc167022192]2. Long, short and intermediate
Short term credit includes any period up to a year in length, intermediate credit generally runs from one to five years and long term credit extends over five years.



[bookmark: _Toc156456985][bookmark: _Toc167022193]3. Direct versus indirect
Originally all credit was direct. Someone lent spare money on goods directly to the borrowers. But an important character of modern society is the financial institution which extends credit indirectly. Funds are deposited with a saving bank, which take over the responsibility of finding safe and profitable lending opportunities.
[bookmark: _Toc156456986][bookmark: _Toc167022194]4. Public credit 
The credit extended to the public sector depends primarily on its ability to tax. Since this ability to represent its capacity for repayment public credit like private credit, may be long term, short term or intermediate. Like most private credit also, it may be for production or consumption credit is not entirely clear in this area, however because most government operation are not operated like business to make a profit. 
[bookmark: _Toc532994933][bookmark: _Toc410239339][bookmark: _Toc156456987][bookmark: _Toc167022195]2.3. Forms of credit
Credit may also classify as to whether or not it is extended on the basis of formal documents called credit instruments. This are informal credit arrangements, credit instruments, promise, notes and order. 
[bookmark: _Toc532994934][bookmark: _Toc410239340][bookmark: _Toc156456988][bookmark: _Toc167022196]2.4. Attributes of credit instruments
The most important attributes of any financial instrument are its yield, liquidity and safety. In fact the major functions of financial intermediaries is to provide greater liquidity and own financial claims to depositors, for financial claims on borrowers like scale of economics and regulation of the economics.
[bookmark: _Toc532994935][bookmark: _Toc410239341][bookmark: _Toc156456989][bookmark: _Toc167022197]2.5. Credit control
Credit control is the regulation of credit by central bank for achieving some definite objective. Modern economy is a credit economy because credit has come to play transactions in the modern economic system. Change in volume of credit influence the level of business activity and the price level in the economy unrestricted credit creation by the bank by money, by pose a serious threat the national economy. Important objectives of credit control are price stability, economic stability and, maximization of employment, economic growth, stabilization and exchange rate stability. 
Hence, it becomes necessarily for the central bank to keep the creation of credit under control in order to maintain in the economic system (R.R Paul, 1996).
[bookmark: _Toc532994937][bookmark: _Toc410239342][bookmark: _Toc156456990][bookmark: _Toc167022198]2.5.1. Methods of credit control
[bookmark: _Toc167022199]The various methods or instruments of credit control used by central bank can be broadly classified in to two categories.
    A. Quantitative or general method 
    B. Qualitative or selective methods
A. Quantitative or general methods     
The method used by central bank to influence the total volume of   credit in the banking system, without any regard for the use to which it is  put, without any regard for the use to which it is put; are called quantitative or general methods of credit control. These methods regulate the lending ability of the financial sector of the whole economy and do not discriminate among the various sectors of the economy. The important quantitative method of credit control is Bank rate, open market operation and cash rate policy.
B. Qualitative or selective methods
The bank rate the open market operations and the variable reserve ratio operate primarily by affecting the cost, volume and viability of bank reserve and there by tend to regulate total supply of credit. On the other hand the quantitative or selective credit control meant to regulate term on which credit is granted in specific sectors. They seek to control the demand of credit for different uses by determining minimum down payments and regulating the period of time over which the loan is to be repaid.
[bookmark: _Toc532994938][bookmark: _Toc410239343][bookmark: _Toc156456991][bookmark: _Toc167022200]2.6. Credit risk
The business of banking is credit and credit is the primary basis on which banks qualify and performance is judged. Studies of banking crises show that the most frequent factors in the failure of banks has poor loan quality. The credit risk management process of bank is believed to be a good indicator of the quality of the bank’s loan portfolio (HR Machiraju, 2003).
[bookmark: _Toc532994939][bookmark: _Toc410239344][bookmark: _Toc156456992][bookmark: _Toc167022201]2.6.1. Nature of credit risk
Credit risk covers all risk related to borrowers no fulfilling his/her obligations on time. Even where assets are exactly matched by liabilities of some maturity, the same interest rate conditions, and the same currency, the only on balance sheet risk remaining would be credit risk exposure is measured by the current mark to market value. The magnitude of credit risk depends on the likely hood of default by the counter parties, the potential value of outstanding contracts, and the extent to which legally enforceable netting arrangements allow the value of setting contracts with that counter. Partly be netted against each other or value of the collateral to be netted against each other or value of the collateral held against the contracts (HR Machiraju, 2003).
[bookmark: _Toc532994940][bookmark: _Toc410239345][bookmark: _Toc156456993][bookmark: _Toc167022202]2.6.2. Credit risk and collection management
Credit and  collection management provides the capabilities to segment the borrowers according to risk, set up controls in sales and service and monitor continuously or when an regarding treatment of borrowers in collections taking to account business rules borrowers history skills capacities. Collectors get the complete pictures of their borrowers and have access to all the tools they need to take adequate measures. Collection managers can monitor the collection process at any time and take appropriate action when necessary are: Improving borrower’s service, Increasing transparency and accountability, Reducing operating cost and increasing efficiency (Wikipedia), Borrower segmentation, Credit update, Determination and execution of collection activities and Managing collection work list.
[bookmark: _Toc532994941][bookmark: _Toc410239346][bookmark: _Toc156456994][bookmark: _Toc167022203]2.6.3. Deficiencies in credit risk management
The common deficiencies observed in credit risk management in banks are: Absence of written policies, Absence of portfolio concentration limits, Poor industry analysis, Inadequate financial analysis of borrowers, Absence of loan supervision, In adequate checks and balances in credit process, Credit rationing contributing to deterioration of loan quality, Excessive reliance on collateral, Concentration on lending authority and Failure of control and audit the credit process effectively.
[bookmark: _Toc532994942][bookmark: _Toc410239347][bookmark: _Toc156456995][bookmark: _Toc167022204]2.6.4. Principles in credit risk management
A bank has to follow three key principles in credit risk management which are selection, limitation and diversification.
[bookmark: _Toc532994943][bookmark: _Toc410239348][bookmark: _Toc156456996][bookmark: _Toc167022205]2.6.5. Method of reducing credit risk
Banks can reduce credit risk by:  Rising credit standards to reject risky loans, Obtain collateral and guarantees, Ensure compliance with loan agreement, Transfer credit risk by selling standardized loans, Transfer risk of changing interest rates by holding in financial futures, options or swaps and Make loans to a variety of firms whose returns are not perfectly positively correlated (HR machiraju, 2003)
[bookmark: _Toc532994944][bookmark: _Toc410239349][bookmark: _Toc156456997][bookmark: _Toc167022206]2.7. Credit policy
Credit policy is a set of positions that include a firm’s credit period, credit standards, collection procedures and discount offered. 
A. Credit period which is the length of time given to pay for their obligation.
B. Credit standards which refers to required financial strength of acceptable borrowers.                      
C. Collection policy which is measured by its toughness or laxity in attempting to collect on slow paying accounts. (Br, Pham Houston, 2004)
[bookmark: _Toc532994945][bookmark: _Toc410239350][bookmark: _Toc156456998][bookmark: _Toc167022207]2.7.1. Credit policy in Ethiopia
 Because the elaborate paper work, bureaucratic lending procedures and stringent collateral requirements, the institutions do not deliver credit as and when needed. More over them operate at high transaction costs.
During imperial regime (1974-1991) all financial institutions were nationalized and credit was mainly channeled to public enterprises. The provision of credit was not based on economic rationality but the discrimination against the private sector was not only in credit access but entirely on government preference also in interest rate, which was for instance 9% for private sector as opposed to 6%for public industrial enterprises since July 1986.
(Abraham,2002) noted that with the down fall of  Derge, the private sector got equal access to credit with other sectors, banks were also given autonomy to decide by themselves based on purely commercial criteria and establishment of private banks and insurance companies was permitted. As a result loan disbursed to the private sector, which was 49% in1992/93 rose considerably and reached 87.7% in 2000/01. In fact there is still unsatisfied demand for credit from this sector of economy due to inability to meet banks leading requirements.
[bookmark: _Toc532994946][bookmark: _Toc410239351][bookmark: _Toc156456999][bookmark: _Toc167022208]2.8. Setting the collection policy
Collection policy refers to the procedures the bank follows to collect past due credits. The collection process can be expensive interns of both out of pocket expenditures and lost good will borrowers dislike being turned over to a bank. However some firmness is needed to prevent an undue lengthening of the collection period and to minimize out right losses. A balance must be struck between the costs and benefits of different collection policies. (Brigham and Huston, 2004)
[bookmark: _Toc410239352][bookmark: _Toc532994947][bookmark: _Toc156457000][bookmark: _Toc167022209]2.8.1. The need for credit management
[bookmark: _Toc1851803][bookmark: _Toc6593827]Proper management of financial institution service operation means the quality of work or the standard of the business or industry. But, failure to maintain the quality or if the quality or loan is poor. Low loan performance could lead to the liquidity problem if some of the loans are not maintaining repaid. Institution could able to repay their debts. Unless there is some form of protection, depositors will be at risk and will be affected. Profitability is also significantly affected as consequences. To minimize possible failure of the financial institutions service operation clear working policies and procedures should be designed & implemented accordingly. This policy and procedures are in targeting the client management and supervision and follow up issues.
[bookmark: _Toc410239353][bookmark: _Toc156457001][bookmark: _Toc167022210]2.9 Empirical Review 
This section provides the relevant empirical review related to the study of assessing the credit management and collection policy of Dashen bank. According to (R.R Paul, (1996), Advancing credit or loan essentially decides to give the loan, confidence, character, capacity, capital and collateral of the debtor. It is a medium of exchange to receive money or goods on demand of the some future date. R.p Kent defines credit as the right to receive payments of the obligation to make payment on demand of some future time on account of the immediate transfer of goods. 
According to (Oratoya, 2010), Credit is the device for the transfer of purchasing power from one individual or organization to another. It is the means which provides the basis for increased production efficiency through specialization functions. According to (Katang, Ntui, 2008), in the most basic terms, united banks take deposits from individuals and institutional customers, which they use to extend credit to other customers.
In Ethiopia during imperial regime (1974-1991) all financial institutions were nationalized and credit was mainly channeled to public enterprises. The provision of credit was not based on economic rationality but the discrimination against the private sector was not only in credit access but entirely on government preference also in interest rate, which was for instance 9% for private sector as opposed to 6%for public industrial enterprises since July 1986.
(Abraham,2002) noted that with the down fall of Derge, the private sector got equal access to credit with other sectors, banks were also given autonomy to decide by themselves based on purely commercial criteria and establishment of private banks and insurance companies was permitted. As a result loan disbursed to the private sector, which was 49% in1992/93 rose considerably and reached 87.7% in 2000/01. In fact there is still unsatisfied demand for credit from this sector of economy due to inability to meet banks leading requirements.
The primary data is gathered using questionnaire. Sampling method of the primary data is purposive sampling technique. while the secondary sources of data were extracted from Annual reports of all private Dashen banks , data from National Bank of Ethiopia (NBE) and from Central Statistical Authority (CSA) regarding the secondary data,   In evaluating credit policy, there are four factors to consider:-revenue effect, cost effect, the cost of debit and the cash discount. (Roose, P-625). 
The other variable Such as Per capita income has insignificant power to influence the dependent variable. As a result, the study recommended that, government should increase investment so as to promote credit management and collection policy since exist a positive. Relationship between Investment and private banks ought to increase number of branches to collect more resource.
 The study conducted by Sissy (2013), examines and assesses factors affecting credit management and collection policy of Dashen bank those having two years and above experience Senior Addis Ababa area branches and head office employee were selected for data Collection The research has used questionnaire and structured interview discussion for employees and the management of Awash International Bank Share company The result shows that the reconstruction of Addis Ababa roads, aggressive branch expansion of Dashen bank. The study suggested the management of the bank should arrange and apply incentive program such as coupon Prizes to attract more depositors, open additional branches near to the customers, promote excellent services and other mores are discussed in the research.
[bookmark: _Toc410239354][bookmark: _Toc156457002][bookmark: _Toc167022211]2.10 Summary of knowledge Gap
The importance of credit in the development experience of Asian Countries may be relevant in this regard. (NBE, 2016). Despite many researches were conducted in Ethiopia in the area such as, R.R Paul, (2013), (Oratoya, 2010),  (Abraham, 2002), and  (Brigham and Huston, 2004), this studies reviewed were focusing on the function of credit management and collection policy of Dashen banks. This research would be concerned on the factors that affect credit management and collection policy of Dashen bank Ambo branch. 
As per the researcher's knowledge, there would not research which is conducted in Bule Hora town particularly in Dashen bank, Ambo branch on the same topic and also the researcher can't find any research conducted on the same topic. This area gap is the reason that initiates the researcher to conduct his study on this topic in Dashen bank in Ambo branch. Accordingly, this study will try to identify the factors that affect credit management and collection policy of Dashen bank Ambo branch by assessment of credit collection.                                            

















[bookmark: _Toc410239355][bookmark: _Toc156457003][bookmark: _Toc167022212]             CHAPTER THREE
[bookmark: _Toc410239356][bookmark: _Toc156457004][bookmark: _Toc167022213][bookmark: _Toc532994950]RESEARCH METHODOLOGY AND DESIGN
[bookmark: _Toc410239357][bookmark: _Toc156457005][bookmark: _Toc167022214]3.1. Description of the study area	
The study will be conducted on assessing the credit management and collection policy of Dashen bank in Ambo branch. 
[bookmark: _Toc410239358][bookmark: _Toc156457006][bookmark: _Toc167022215] 3.2. Research design
The study used both quantitative and qualitative research design depending on the nature of data would be collected from different sources. Quantitative data in this study will be helped to know the number of size and amount of employees who participate in credit management .Qualitative data will be helped to know the attitude, knowledge, skill and belief of employees to ward performance of credit management. For the purpose of this study the researchers would use descriptive type of research design. Descriptive research proposal refers to set methods and procedures that describe research variables in which the research method in order to answer who, what, when and how. Masoni, (1991) because the major purpose of descriptive research is description of the state of affairs as it exists at present. Then the study will be describing and critically to assesses the problem that challenges credit management and collection policy of Dashen bank in Ambo branch. 
[bookmark: _Toc410239359][bookmark: _Toc156457007][bookmark: _Toc167022216] 3.3. Target population
The target population of the study permanent employees of the organization in order to acquire the relevant data the researcher would be interested on population. Therefore the organizations have 18 employees but we use only there are 7 members conduct on the assessing of credit management and collection policy of Dashen bank in Ambo branch.                                       
[bookmark: _Toc410239360][bookmark: _Toc156457008][bookmark: _Toc167022217] 3.4. Sampling technique and sample Size 
The total target population of Ambo branch in Dashen bank is 18 (3 female and 15 male) employees. These are managers, accountants and cashers. From those target populations the study selects all respondents in the sample size by using Census Survey because the number of population is less. The researcher would use census method or complete enumeration which enables the researcher to reduce sample error by obtaining information each and every element in the population of 7 that mean the population size (N) 7 equal to sample size (n) hence the researcher would depend on census method.
[bookmark: _Toc410239361][bookmark: _Toc156457009][bookmark: _Toc167022218]  3.5. Types and sources of data
The necessary data for this study collected through questionnaire, interview, and document review. The questionnaire would contain both open ended question and the interview would organize in structured way. The researcher would interview the manager of bank and staff in foreclosure department; distribute the question to the employees of credit the bank and other as it is necessary, and all relevant.      
[bookmark: _Toc410239362][bookmark: _Toc156457010][bookmark: _Toc167022219] 3.6. Data collection instrument
[bookmark: _GoBack] The primary data collected from credit office employees using open ended and close ended questionnaire and interview. The questionnaire would use for response gather in standardized way, so questionnaire is more objective, allow for confidentially, which  prompt frankness and relatively quick to collect while interview would use for untangling complex topics and produce a high response. In addition the interview would allow for investigator some degree of flexibility at the time of interviewing for pursuit of unexpected line of inquiry that develops as the study. 
[bookmark: _Toc410239363][bookmark: _Toc156457011][bookmark: _Toc167022220]3.7. Method of data Analysis and interpretation              
In the study process different types of raw data would collect. This raw data would process and analyze. The collect data would edit, classify and error would omit if there, examine and collect. As the study uses a descriptive analysis method, the data collects organized, analyzed and interpreted using descriptive statistical tools such as frequency, percentages, mean, median range and average as per the convenience to the types of data to use for best interpretation and easy understanding.




[bookmark: _Toc167022221]           CHAPTER FOUR
[bookmark: _Toc167022222]          4. Data presentation, Analysis and interpretation 
[bookmark: _Toc167022223]         4.1 Presentation and analysis of primary data
The primary data used for this study were collected from two types of respondents, from the bank staff working on loan and from Dashen bank debtors. These groups were selected because surveying and presenting the opinions of these groups is believed to be relevant and meaningful to study the credit management and collection policy of the bank.
Accordingly, structured questionnaires were prepared and distributed to branch employees and private borrowers. Some of the questions used in the questionnaire allowed respondents to choose more than one option and in those cases, the total responses were more than the total number of respondents. Similarly, questions that were not answered by respondents have decreases the total frequency. As a result, the analysis was made on the valid number responses only. In some incidents, analysis and explanation for numbers in the table is given only for most frequented and extreme figures. Not only questionnaire but also structured interview was conducted with the manager of the Dashen bank Bule Hora branch to get additional information
[bookmark: _Toc167022224]       4.2 Presentation and analysis of bank staff response   
Twenty questionnaires were prepared and distributed to bank staffs and filled out by them who are directly or indirectly involved in the handling of  loan.
[bookmark: _Toc167022225]                       4.2.1 Background of the bank staffs
[bookmark: _Toc156457017]The respondent’s background is precisely and shortly stated in the following table.
[bookmark: _Toc167021403]Table 1 sex description of bank staffs
	No
	Item
	No of respondents 
	Percentage(%)

	1.
	Sex
	
	

	
	        Male
	15
	83

	
	         Female
	3
	17

	
	         Total
	18
	100


                               Source: survey questionnaires (2020) 
 As we can see from the table 4.1, 15(83%) of the respondents were males and 3(17%) of the respondents were females.                                                            
[bookmark: _Toc167021404]Table 2 Age description of employees
	No 
	Item 
	No of respondents
	Percentage(%)

	2
	Age
	6
	30

	
	20-30
	8
	40

	
	31-45
	5
	25

	
	46-60
	1
	5

	
	Above 60
	-
	-

	
	Total
	20
	100


			Source: Survey questionnaire (2020)
The above table discusses the age range of employees. The greater number of employees is found in the age range between 20-30 years and this shows that most of the bank employees are found in the young age. The least percentage of employees is found in the age category of greater than 60 years.
[bookmark: _Toc167021405]Table 3 Job status
	No
	Job status
	No of respondent
	Percentage(%)

	3.
	Branch manager 
	1
	5

	
	Loan officer 
	5
	25

	
	Credit analyst
	4
	20

	
	Loan clerk
	10
	50

	
	Total 
	20
	100


		Source: Survey questionnaire (2020)                                                           15
 As shown in  table3, is related to the occupational status of the respondents. As shown in the table, 10(40%) of the respondents are loan clerk professionals, 5(25%) employees are working on loan officer, 4(20%) of the respondents responded that they are working on credit analyst and the remaining 1(5%) of the respondents work on the management and administrative position. From this one can observe that most of the employees are loan clerk professionals.
[bookmark: _Toc167021406]Table 4 Educational level
	No 
	Educational level
	No of respondents 
	Percentage(%)

	4
	Grade 1-10
	-
	-

	
	Certificate 
	4
	20

	
	Diploma 
	10
	50

	
	Degree 
	6
	30

	
	Above degree 
	-
	-

	
	Total
	20
	100


	                 Source; Survey questionnaires (2017)
The table4.4, describes the educational level of employees. According to the table, 10(50%) employees are diploma holders, 6(30%) employees are 1st degree holders and the remaining 4(20%) employees are certificate holders. this indicates that most of the employees are diploma holders.                                                          
[bookmark: _Toc167021407]Table 5 Job experience
	No 
	Item 
	No of respondents
	Percentage(%)

	5.
	Job experience
	
	

	
	Below 1year
	5
	25

	
	2-5
	7
	35

	
	6-10
	6
	30

	
	Above 10 year
	2
	10

	
	Total
	20
	100


                        Source: Survey questionnaire (2020)
The above table showed  the job experience of the employees, 7(35%) of the respondents have worked up to 5 years, 6(30%) employees have a working experience of 6-10 years, 5(25%) of the respondents have worked a maximum of one year and the remaining 2(10) of the employees have worked for more than 10 years. 
[bookmark: _Toc167022226]    4.2.2 Analysis of employee’s response on credit management and collection policy.
[bookmark: _Toc167021408]Table 6 Evaluation of modernization of equipment’s
	Question number
	Item
	Number of respondent
	Percentage(%)

	6
	How do you evaluate modernization  of equipment(compute, telegraph) that the bank use
	
	

	
	High
	4
	20

	
	Very high
	6
	30

	
	Medium
	7
	35

	
	Low
	3
	15

	
	Total
	20
	100


	Source: Survey questionnaires (2020)
As the above table shows, 7 (35%) of the respondents replied that the modernization of the equipment is medium, 6 (30%) of the respondents responded that the modernization of the equipment is very high. 4 (20%) and 3(15%) of the respondents respectively replied that the modernization of the equipment is high and low. From this, the researchers conclude that the modernization of the equipment that the bank follows is medium.


     
                                                           
[bookmark: _Toc167021409]Table 7Evaluation of service provided by the bank
	Number
	
	Number of respondent
	Percentage (%)

	7
	How do you evaluate quality and quantity of the loan service of the bank
	
	

	
	High
	3
	15

	
	Very high
	10
	50

	
	Medium
	5
	25

	
	Low
	2
	10

	
	Total
	20
	100


				Source; Survey questionnaires
 On the other hand, loan service quality and quantity, 10 (50%) of the respondents said that the loan service quality is high, 5 (25%) of the respondents replied medium loan service quality and quantity, 3 (15%) of the respondents replied that the loan service quality and quantity is very high and the remaining 2 (10%) of the respondents responded that the loan service quality and quantity is low. So, everyone can conclude that the bank’s quality and quantity of loan service is very high.                 
[bookmark: _Toc167021410]Table 8 Types of loan extended by the bank
	Number
	Item
	Number of respondent
	Percentage(%)

	8
	Most of the time what type of loan is granted by the bank?
	
	

	
	Short term loan
	10
	50

	
	Mid-term loan
	6
	30

	
	Long- term loan
	4
	20

	
	Total
	20
	100


		                  Source: Survey questionnaires (2020)
The above table reveals ,10(50%) of the respondents responded that the bank lends short term loans , 6(30%) of the respondents replied that the bank lend mid term loan and 4(20%) of the respondents said that the bank lends long term loans. This show that the bank lends short terms  loans most of the time.                           
[bookmark: _Toc167021411]Table 9 Most user sector of the bank’s credit
	Number
	Item
	Number of respondents
	Percentage(%)

	9
	Which sector is the most user of the bank’s credit?
	
	

	
	Agriculture
	3
	15

	
	Industry
	1
	5

	
	Hotel
	2
	10

	
	Construction
	7
	35

	
	Commercial
	7
	35

	
	Total
	20
	100


				Source; Survey questionnaire (2020)
As we can see from the above table, 14 (70%) the respondents responded that most of the bank’s credit users are commercial (trade) and construction sectors, 3 (15%) of the respondents replied that moist of the users of the bank’s credit are agricultural sectors and the remaining 3 (15%) of the respondents responded industrial sector, hotels and other sectors also uses credit service. The most users of the bank’s credit services are commercial and construction sector.                       







[bookmark: _Toc167021412]Table 10 most user parts of the banks
	Number
	Item
	Number of    respondents
	Percentage(%)

	10
	Which of the following is the most user of the banks credit service?
	
	

	
	Government 
	2
	10

	
	Cooperatives
	5
	25

	
	Private 
	13
	65

	
	Total 
	20
	100


                     Source: survey questionnaire (2020)       
The table 4:10 shows, 13 (65%),  (25%),  and 2 (10%) of the respondents responded that private borrowers, cooperatives, and  government institutions  respectively uses the bank’s credit facilities. This implies that the most user of the bank’s credit services are private borrowers and the least users of the credit services are government institutions for the reason that government institutions are financed for the utility of the public.  
[bookmark: _Toc167021413]Table 11 Types of collection techniques the bank uses
	Number
	Item 
	No of respondents
	Percentage(%)

	11
	Which collection techniques are used by Dashen bank?
	
	

	
	Letter
	1
	5

	
	Telephone call
	1
	5

	
	Legal action
	-
	
	-

	
	Reminder 
	2
	10

	
	All
	16
	80

	
	Total 
	20
	100


                      Source: survey questionnaire (2020)
As shown in the table above, 2(10%) of the respondents replied that the bank uses letter and telephone call collection techniques, 2 (10%) of the respondents replied that the bank uses sending the reminder to customer to collect a credit and the remaining 16 (80%) of the respondents replied that the bank letter, telephone call, legal action and sending the reminder in combination. From this we can conclude that the bank uses all the above collection techniques together to collect the dispersed amount of loan                  
[bookmark: _Toc167021414]Table 12 Items requested to guarantee a loan
	Question number
	Item
	Respondents

	
	
	Quantity (in number)
	Percentage (%)

	12.
	Which type of collateral does the bank receives from the borrowers?  
	
	

	
	Educational document 
	2
	10

	
	Vehicle
	4
	20

	
	Building
	6
	30

	
	Land
	3
	15

	
	House
	5
	25

	
	Total
	20
	100


                      Source:  Survey questionnaires (2020)
As shown in the above table, 6(30%) of the respondents replied a building is the requirement for getting the loan , 2(10) , 4(20%), 3(15%),5(25%) of the respondents respectively replied that educational document, vehicle, land and house are the requirement  for getting a loan. This indicates that a building is the most requirement for getting a loan.
   
[bookmark: _Toc167021415]Table 13 Encouragement given by the bank to borrowers to pay-off the loan in advance
	Number
	Item
	Number of respondents
	Percentage(%)

	13
	Does the bank encourage the borrowers to pay –off its loan in advance? 
	
	

	
	Yes
	8
	40

	
	No
	12
	60

	
	Total
	20
	100

	14
	If your response for question number ‘‘13” is “ No’’ what are the reasons for not doing so?
	
	


               Source: survey questionnaires(2020)     
 As everyone can see from the above table, 8(40%) of the respondents replied that the bank encourage the borrowers to pay-off the loan in advance and the remaining 12(60%) of the respondents replied that the bank does not encourage the borrowers to pay- off the loan in advance for the reason that collecting the loan at prematurity will decrease the interest amount which will be received at the maturity date. From this we can conclude that the bank does not encourage the borrowers to pay-off the loan in advance.                           
[bookmark: _Toc167021416]Table 14 Evaluation of credit request
	Number
	Item
	Number of respondents
	Percentage(%)

	15
	Do the borrowers request the right amount for the right purpose?
	
	

	
	Yes
	16
	80

	
	No
	14
	20

	
	Total
	20
	100

	16
	If your response for question number “15”is “No” how do you evaluate?
	
	


	Source: survey questionnaires (2020) 
As indicated in the above table, 16(80%) of the respondents replied the requested money is used for the right purpose and is the right amount and 4(20%) of respondents replied that responded that the borrower never requests right amount and for the right purpose. This can be evaluated by observing customer’s characteristics, activity, income tax statement, financial situation, credit, risk control, and quality of information and customers banking behavior identified to influence the banks credit risk.
[bookmark: _Toc167021417]Table 15 why the bank reduces the size of the requested loan?
	Number 
	Item 
	Number of respondents 
	Percentage (%)

	17
	What are the reasons for the loan requested by the borrowers? 
	
	

	
	Lack of adequate collateral  
	4
	20

	
	Business and repayment capacity
	10
	50

	
	Lack of dependable trust 
	2
	10

	
	Far from the bank 
	4
	20

	
	Total 
	20
	100


                         Source: survey questionnaires (2020)
For different reasons some borrowers do not get the exact amount of loan they applied. The response for such reasons is shown in the above table. As shown on the above table 10(50%) of the respondents replied that the reason for reducing loan is the business volume and repayment capacity of the borrowers that do not meet their full obligation.  4(20%),  10(50%), 2(10%), and 4(20%) of the respondents respectively 	 replied that the reasons for reducing the loan amounts are lack of adequate collateral, business and repayment capacity, lack of dependable trust and other reasons such as far location of customers from the bank, negative net present value of the firm, etc…


[bookmark: _Toc167022227]4.3 Presentation and analysis of Dashen bank’s debtors response
Using convenience method of non-probability sampling twenty five (25) questionnaires were prepared and distributed to the bank customers and fully collected. 
[bookmark: _Toc167022228]        4.3.1 Back ground of the banks debtors
[bookmark: _Toc167021418]Table 16 Sex descriptions of the bank debtors
	Number
	Item
	Number of respondents
	Percentage(%)

	1
	Sex
	
	

	
	Male 
	13
	52

	
	Female 
	12
	48

	
	Total 
	25
	100


          Source: Survey questionnaires (2020)
As it is shown in the above table, the table shows the bank debtors background which includes four classes that are sex, age, occupation, and educational level. The table revealed that 13 (52%) of the respondent were males and the remaining 12(48%) of the respondents were female debtors. This shows that most of the debtors are/were male debtors. 
[bookmark: _Toc167021419]Table 17 Age description of bank debtors
	Number 
	Item 
	Number of respondents 
	Percentage(%)

	2
	Age 
	
	

	
	18-30
	8
	32

	
	31-45
	10
	40

	
	46-60
	7
	28

	
	Above 60
	-
	-

	
	Total 
	25
	100


			Source: survey questionnaires (2017)
The table above shows the age range of the bank debtors. The greater numbers of debtors are found in the age range of 31-45 years. And this shows that most of the bank debtors are found in the adult age,                    
[bookmark: _Toc167021420]Table 18 Occupation of debtors
	Number 
	Item
	Number of respondents 
	Percentage (%)

	3
	Occupation
	
	

	
	Merchants 
	14
	56

	
	Farmer 
	5
	20

	
	Government employee
	3
	12

	
	Other (specify)  
	3
	12

	
	Total 
	25
	100


                 Source: survey questionnaires (2020) 
The above table is related with the occupation of the respondents. As shown in the table, 14(56%), of the respondents are merchant, 5(20%) of the respondents are farmers, 6(24%) of the respondents are government employees and others , individual person for buying fixed assets.
[bookmark: _Toc167021421]Table 19 Educational level of debtors
	Number 
	Item 
	Number of respondents 
	Percentage (%)

	4
	Educational level
	
	

	
	Grade 1-10
	6
	24

	
	Certificate holder 
	5
	20

	
	Diploma holder  
	11
	44

	
	1stDegree holder 
	2
	8

	
	Above 1stDegeree 
	1
	4

	
	Total 
	25
	100


		Survey: questionnaires (2020)
The above table shows the educational level of the debtors. According to the table, 6(24%), 11(44%), 2(8%) and 1(4%) of the respondents are between grade 1and 10, certificate holders, diploma holders, degree holders and above first degree holders respectively. This shows that the most debtors of Dashen bank are diploma holders and its least debtors are above first degree 
[bookmark: _Toc167022229]4.3.2 Analysis of customers response about credit management collection policy 
[bookmark: _Toc167021422]Table 20 the reason for the borrowers to choose to borrow from Dashen bank Ambo branch
	Number
	Item 
	Response
	Respondent

	
	
	
	In number
	Percentage(%)

	5
	Why do you choose to borrow from Dashen bank Bule Hora branch?
	Performance of the bank to teach its customer
	3
	12

	
	
	Quality service of the bank
	12
	48

	
	
	Location convenience
	10
	40

	
	
	Total 
	25
	100


			Source: survey questionnaire (2020)
As everyone can see from the above table, 12(48%) Of the respondents responded the reason for borrowing from Dashen bank is quality service provided by the bank, 10(40%) Of the respondents responded they are borrowing due to the nearness of the bank to their residence and the remaining 3(12%) Of the respondents responded performance of the bank to teach its customer is the reason to borrow from the banks. This shows that the main reason for borrowing from Dashen bank is the quality of service provided by the bank. 
      



[bookmark: _Toc167021423]Table 21 Analysis of the request of the customer
	Number
	Item
	Number of respondent
	Percentage(%)

	6
	Do you often get the amount you request from the bank?
	
	

	
	Yes
	22
	88

	
	No
	3
	12

	
	Total
	25
	100

	7
	If your response for question number ‘’ 6’’ is No’’ what is the reason for not getting the amount you request? 
	
	


                              Source: survey questionnaires (2020)
As it is observed from the above table, 22(88%) of the respondents replied that they get the amount they requested and the remaining 3(12%) of the respondents replied that they do not get the amount they requested. Out of the three customers who do not get the amount they requested, 2(66.67%) responded that the main reason for not getting the amount they requested is considered enough or beyond the capacity of the borrower and the remaining 1(33.33%) replied lack of considerable collateral is an important reason. This shows that the bank makes a good periodic enforcement to collect the lent amount of money.
[bookmark: _Toc167021424]Table 22 Why customers fail to repay loans on time?
	Number 
	Item 	
	Number of respondent
	Percentage(%)

	
	Sometimes it is seen when customers failed to repay the borrowed money, what do you think the reason for this?
	
	

	
	High interest rate
	6
	24

	
	Investing on unprofitable area
	12
	48

	
	Lack of enough market
	5
	20

	
	Other (specified)
	2
	8

	
	Total 
	25
	100


		Source:  Survey questionnaires (2020)
As we can see from the above table, the reason behind the customers failure to repay is that, 6(24%) said high interest rate charged by the bank 12(48%) replied investing on unprofitable area, 5(20%) responded lack of enough market and 2(8%) replied other reasons, collateral value limitation. From this we can conclude that the main reason for the failure to repay money is investing on unprofitable area. 
[bookmark: _Toc167022230]4.4 Analysis and presentation of interview questions
Structured interview was conducted with bank manager of Dashen bank Bule Hora branch regarding the assessment of credit management and collection policy of the bank. Accordingly, the following results were obtained.
· What is/are the policy/policies the bank follow to collect accounts receivables?
· The bank adopts the following credit policies in combination
                          Stringent credit policy 
If it adopts stringent credit policy, then it establishes high credit standards and offers less credit period. The volume of credit sales will be low, hence the profitability will be also low but the liquidity will be high as receivables can be quickly converted in to cash.
                               Liberal credit policy 
If it adopts liberal credit policy, then the volume of sales will be high, hence the profitability will be also high but the liquidity will be low as credit standards are minimized.
The liberal and stringent credit policies represent the two extremes. A tradeoff between these two extremes can be achieved at optimal credit policy where the firm enjoys tradeoff between the profitability and liquidity.


· Can the institution give credit to anybody? If not why?
It is obvious that the bank does not give the credit to any person who applies for loan. This is because, credit is granted only after the borrower’s capacity, capital, character and confidence to pay back the loan is analyzed. In other words, the credit worthiness of the applicant must be analyzed in detail to provide loan. If the borrower does not fulfill these requirements, the firm retrains itself from providing such loan.
· Who collect the credit?
The right to collect the disbursed loan is given to any bank employees who are directly or indirectly working on loan management. This right of credit collection is not limited to the bank employees, but also given to any concerned body under the authorization of the bank (through agency relationship). 
· Are there any problems during credit granting and collection?
There are some difficulties that the bank faces both when granting and collecting credit. These difficulties may emerge from both the debtors fault and bank itself.
Among these difficulties few are listed below:-
· Addressing moral hazards adverse selection of borrowers
· Lack of supervising/follow up where the debtors spends the borrowed money
· Borrowers’ failure to pay back the borrowed money (bad debt losses)
· Incurring collection costs, administrative expenses, cost of financing receivables, etc… 







[bookmark: _Toc167022231] CHAPTER FIVE
[bookmark: _Toc167022232]  5. CONCLUSION AND RECOMMENDATION
[bookmark: _Toc167022233]5.1 conclusions
In the previous chapter, the investigator has tried to investigate problems strengths and weaknesses of Dashen bank Bule Hora branch
5.1.1 Strengths of the bank
According to the majority of the respondents, .
· The bank follows up weather the customer borrows for the right purpose or not.
· The bank uses computer, telegraphs, faxes and etc… that modernize the service given to its customers.
· The bank has its own credit policies and procedures to well serve the customer by providing quality service.
· All employees of the bank treat customers in courteous manner in their course of service provisions in order to leave favorable impressions on customers.  
[bookmark: _Toc167022234]                     5.1.2 Weakness of the bank
· When we compare the number of female employees with that of male, the number of male is more than double of female. This shows the bank’s weakness on giving equal employment opportunity.
· Most of the time, the bank sells collateral for settlement of outstanding debt rather than additional loan that could help the customers pay the overdue after some time in the future.




[bookmark: _Toc167022235]                       5.2 Recommendations   
· To increase high quality, all staffs working on loan should get adequate training on areas of loan disbursement and collection. The training should be given on continuous basis like every six months/ every year to refresh what they know and through group discussions they may share their ideas and finally come to some concrete solutions for customer problems.
· The bank should change its loan collection strategy that depends up on sales of collateral assets when customers default. Such a practice really aggravates the borrower’s problem. Instead, the bank should extend credit period or extend some additional loans, if the bank believes it is reasonable and support the customer’s financial strength.
· All employees of the bank treat customers in courteous manner in their course of service provisions in order to leave favorable impressions on customers. This is a good practice and the bank should encourage its employees to continue as such.
· The bank should be open and volunteer enough to provide researchers with the necessary data timely as they have no influence over the basic affairs of the organization. Rather, by accommodating researchers the bank can create its reputation and good image in the business environment.
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GLOBAL COLLEGE
 DEPARTMENT OF ACCOUNTING AND FINANCE               
 RESEARCH QUESTIONNAIRE FOR BANK'S STAFFS
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Questionnaire prepared for bank staffs
Dear respondent.
The objective of this Questionnaires to collect some ideas and suggestions on Dashen bank’s (Ambo branch)credit management and collection policy and to identify mechanisms associated with it based on some questions. The question is designed for bank staffs and Dashen bank’s debtors. So each respondent is kindly requested to respond accordingly. Your contribution is very essential for the success of this study.
Direction:- Make “ X” in the box for close ended questions and give brief explanation for open ended questions in the space provided.
NB:- You are requested not to write your name
Part I:     Back ground of the bank's staffs
1. Sex        Male                                          Female   
2. In which Age groups are belongs to  
20-30 years              31-45 years.          46-60 years.           60 and above years
3. Job status     Branch manager                Loan officer                     Credit analyst                 Loan clerk                
	
 4. Educational level    Grade 10.              Certificate holder        Diploma holder           1st Degree holder                                                                                  Above1st degree holder	
5. Job experience.      Below one year.           2-5 years.              6-10 years.             Above 10 years

Part II. General questionnaires
 6.   How do you evaluate the modernization of equipment (computer, telegraph) that the banks use?
Very High
High
Medium
Low
7.  How do you evaluate the quality and quantity of the loan services of the bank?
_____________________________________________________________________________________
 8. Most of the time, what type of loan is granted by the bank?
Short term loan
Mid-term loan
Long term loan

  9. Which sector is the most user of the bank’s credit?
  _____________________________________________________________________________
10. Which of the following is the most user of the bank’s credit service?
Private
Government
Cooperatives 

11. Which collection techniques are employed by Dashen bank most of the time?
Letter
Telephone call
Legal action 
Reminder 
All

12. Which types of collateral does the bank receives from the borrowers?
______________________________________________________________________________
13. Does the bank encourage the borrowers to pay-off its loan in advance?
Yes                                      No

14.If your answer for question number “13” is “No” what are the reasons for not giving encouragement to borrowers to pay-off the loan in advance?
______________________________________________________________________________
15. Do the borrowers request the right amount of credit and for the right purpose?
Yes                                                 No
16.If your response for question number “15” is “No” how do you evaluate that the request is not the right amount and for the right purpose?
______________________________________________________________________________
17. What are the reasons for reducing the loan requested by the borrowers?
__________________________________________________________________________________________________________________________________________________________________________
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Questionnaire prepared for Dashen bank’s debtors
Dear respondent
The objective of this Questionnaire is to collect some ideas and suggestions on Dashen bank’s (Bule Hora branch) credit management and collection policy and to identify mechanisms associated with it based on some questions. The question is designed for bank staffs and Dashen bank’s debtors. So each respondent is kindly requested to respond accordingly. Your contribution is very essential for the success of this study.
Direction:- Make  “ X” in the box for close ended questions and give brief explanation for open ended questions in the space provided.
NB :- You are requested no to write your name. 
Part | Back ground of the bank’s debtors
1. Sex.         Male                          Female
2. Age. 18-30 years.                 31-45 years.            46-60 years            Above60 years
3.  Occupation.         Merchant                  Farmer            Government                employee
4 .Educational level     illiterate           Grade 1-10               Certificate holder         Diploma holder                1st Degree holder               Above1st degree holder
5. Why do you choose to borrow from Dashen bank Bule Hora branch?
_____________________________________________________________________________________
6. Do you often get the amount you request from the bank?
Yes                         No

7 .If your response for question number “6"s “No” what is the reason for not getting the amount you request?
________________________________________________________________________________
8. Sometimes, it is seen when customers failed to repay the borrowed money, what do you think the reason for this?
_____________________________________________________________________________________
          
                 Interview Questions
This interview questions were prepared for bank manager in order to got detailed additional information on credit management and collection policy of the bank.
1. What is/are the policy/policies the bank follow to collect accounts receivables?
2. Can the institution give credit to anybody? If not why?	
3. Who collect the credit?
4.  Are there any problems during credit granting and collection? 


image1.jpeg
GLOBAL COLLEGE





