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[bookmark: _Toc53922864]ABSTRACT
The study evaluated the impact of banking supervision regulations on financial performance of banks in Tanzania. Secondary data from BOT, descriptive and quantitative research design is used. Combined financial performance data for all banks that was obtained from BOT were used to analyse the banking sector performance from 2010-2018 dividing it into two phases of before new regulations implementation (2010-2013) and after new regulations implementation (2013-2018). The study noted that 20 out of 26 BOT regulations were implemented between 2013 and 2015. To operationalize the analysis, the banking  regulations were set to be independent variable measured in a time series and the bank financial performance was set to be dependent variable, measured with ROA, ROE and NIM financial soundness indicators. Trend and regression analysis were performed on the datasets and results were presented. The result showed that there was an increasing trend of financial performance of banks in a period from 2010-2013 and a decrease trend from 2013-2018. The analysis noted high score of goodness of fit, correlation and internal consistency to conclude that there is a correlation between the declining financial performance pattern of banks and the banking supervision regulations implementation in Tanzania. The study emphasizes on participatory regulations implementation that all stakeholders be involved from initial stages in the development of the banking supervision M&E systems to attract compliance, streamlined monitoring and evaluation, enhance information sharing and informed decision making, learning, transparency, accountability and capacity building.
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[bookmark: _Toc53922870]CHAPTER ONE
[bookmark: _Toc53922871]GENERAL INTRODUCTION
1.1 [bookmark: _Toc53922872]Chapter Overview
This chapter is a problem analysis chapter as it provides an introduction of what this research is all about. It does so by giving account of each of the sections in this chapter which include background of the study, statement of the research problem, research objectives, and research questions, relevance of the research and organization of the research.  

1.2 [bookmark: _Toc53922873]Background to the Research
The service industry in Tanzania leads in the percentage contribution into the country GDP contributing an average of 39.7% per year in the past five years. NBS (2015) indicates that in the past five year’s period, the Financial Sector has been contributing an average of 9% to the service industry which is an average of 3.4% to the overall country GDP. Due to this contribution by the financial sector and due to the fact that the sector is a focal point of economic development of the country, a close attention to the sector is necessary if the country is to develop and maintain a healthy economy. 

The financial performance of banks in Tanzania is noted to be highly mixed over time. While some of the banks have seemingly witnessed progressive growth over the past years, some have witnessed retardation to closure. The closures of those underperforming banks are a result of re-enforcement of the Bank of Tanzania’s banking supervision regulations. The Bank of Tanzania (BOT) employs strategic management approach in Monitoring and Evaluation (M&E) of Banks’ performance using a set of defined supervisory Regulations (BOT, 2012). According to Wells (2010), strategic management is the deployment and implementation of the strategic plan and measurement and evaluation of the results.  

These Regulations are enforced through supervisory methodologies for risk management and financial soundness assessment to review Capital adequacy, Asset quality, Management quality, Earnings capability and Liquidity (CAMEL). In addition, BOT verifies compliance with laws and regulations and assess the effectiveness of the institutions' internal control system. According to BOT (2019), 20 out of 26 BOT regulations were implemented between 2013 and 2015.  These regulations set out compliance requirements and forms the guidelines for bank supervision processes. 

It is expected that the performance of banks during this period will show a specific trend proportional to these regulations coming to life. Using the available bank supervision regulations, BOT performs its Monitoring and Evaluation. As Banking Supervision regulations get enforced through Monitoring and Evaluation of banks, some impacts on the banks’ financial performance are expected. Conducting a research on the impact of the banking supervision regulations on the financial performance of banks is important at this juncture in that it will help the banking industry and policy makers to identify and quantify the impact of the regulations implemented. This will aid in the way regulations are introduced and implemented in the banking industry. 

Strong monitoring and evaluation (M&E) systems provide the means to compile and integrate valuable information into the policy cycle, thus providing the basis for sound governance and accountability (Acevedo et al., 2010). Presently, there is little written about the direct impact of these regulations as introduced in the banking sector. This is a problem that requires to be addressed for the benefits of the banking industry, stakeholders and the general public and especially for the country’s economy. This research therefore is intended to cover the banking sector, specifically covering all banks in Tanzania between from 2010 to 2018 on the interesting agenda of evaluation of the impact of banking supervision regulations on financial performance of banks in Tanzania. The information to be collected and the findings to be observed shall benefit all of the aforementioned stakeholders. That is to say, the results of this research will contribute to raising awareness to the banking sector stakeholders on how the industry is affected by the regulations and hence assist in designing better ways of developing and introducing banking regulations in future. 

This research has performed in Dar es Salaam region within the United Republic of Tanzania. The research involves limited field work at BOT. Since all of the information will be collected at BOT HQ in Dar es Salaam this research is conducted in Dar es Salaam.

1.3 [bookmark: _Toc53922874]Statement of the Research Problem
BOT through its supervisory regulations monitors and evaluate banks in order to ensure that banks are heathy in terms of financial performance and risk management. It is based on these regulations that some banks gets under BOT administration and some of which get their licenses revoked.  In 2018, five financial institutions had their banking licenses revoked by the bank of Tanzania for various reasons, including financial performance. This revocation on the basis of financial performance of such banks goes back to what the banking supervision regulations dictates. There is however presently an information gap on what the actual impact of such banking supervision regulations. The impact of these regulations in the banking industry is presently not well researched and written. 

Such missing information is deemed important in learning and adopting banking regulations that would bring about positive impacts to the different banking stakeholders. This is the actual problem around which a research is to be undertaken in order to obtain and analyze information that will help in learning about the impact of banking supervision regulations on financial performance of banks in Tanzania. The study is expected to describe that banking supervision is done through pre-defined supervisory regulations. It is also expected to analyze financial performance of the banking industry. Once well researched and documented, the results will aiding in making decisions about how regulations should be structured and administered as part of Monitoring and Evaluation of banks by BOT.

1.4 [bookmark: _Toc53922875]Research Objectives
[bookmark: _Toc53922876]1.4.1 General Research Objectives
The objective of this research is to evaluate the impact of banking supervision regulations on financial performance of banks in Tanzania.

[bookmark: _Toc53922877]1.4.2 Specific Research Objectives
The specific research objectives of this research in the period under review are:- 
i. To describe financial performance of banks in Tanzania from 2010 to 2018
ii. To correlate the bank’s financial performance with the implementation of regulations during the period of 2010 to 2018 

1.4 [bookmark: _Toc53922878]Statement of Hypotheses
From the previous sections of this chapter, this study has established that banking supervision in Tanzania is done through pre-defined supervisory regulations. As such, the following hypothesis has been established:-
i. The financial performances of banks in Tanzania from year 2010 to 2018 have a certain pattern. 
ii. There is a correlation between financial performance pattern of banks and the banking supervision regulations in Tanzania between 2010 and 2018. 

The main hypothesis of this study is developed to state that the introductions of bank supervision regulations are associated with a decline in financial performance of banks in Tanzania. This hypotheses need to be tested and described as part of this study.

1.5 [bookmark: _Toc53922879]Relevance of the Research
Because of the importance of the financial sector in Tanzania as explained by its contribution to the country’s GDP, and due to the role of acting as a backbone of the country’s economy, this study is being conducted to provide another learning opportunity on the impact of banking supervision regulations to the performance of banks in the country. It is widely acknowledged that sound financial infrastructure is a prerequisite for a sound financial system, which is in turn a key factor in increasing the economic growth potential of a country, and of a region (Ngalande, 2003).  Jalilian and Kirkpatrick (2001) argues that financial services increase income growth generally, expanding the supply of financial services which can be accessed by the poor will increase income growth for the poor, thus having a direct impact on poverty reduction. 

The study will advocate M&E practices, which, if adopted by BOT and banks, a casual effect would be result delivery that will build a stable financial sector. This will in turn help households, businesses and the country’s economic stability. This study is hence relevant.


1.6 [bookmark: _Toc53922880]Scope of the Study
Because of time limitation and because of what is aimed at being learnt extra from what other researchers has written, the scope of this study covers banks within Tanzania. The study will include statistical data obtained for the years between 2010 and 2018, both years inclusive.  The focus of this study is financial performance as opposed to measuring bank’s efficiency. As such; statistical data that will be used will be solely for financial performance examination. This means that indicators or data used on this study are concerned with answering the “what” aspect of the research and not the “how” and “why”. 

1.7 [bookmark: _Toc53922881]Organisation of the Research
This research report is organized in five chapters. The first chapter is an introduction chapter containing the background of the research, statement of the research problem, research objectives, statement of hypothesis, relevance of the research and this section, the organization of the research. Chapter two of this research report contains literature review covering conceptual definition, theoretical review, empirical review, research gap, conceptual framework, theoretical framework and statement of hypothesis. Chapter three presents Research Methodology which includes among other things research strategies for data collection and data analysis. Chapter four follows which contains research findings and discussions, and finally chapter five which contains conclusions and researcher’s recommendations.  

[bookmark: _Toc53922882]
CHAPTER TWO
[bookmark: _Toc53922883]LITERATURE REVIEW
2.1 [bookmark: _Toc53922884]Chapter Overview
This chapter consists of eight sections, the conceptual definitions which define the key terms of the study subject, theoretical review which gives out the theories that guides this study, empirical review that relates this study’s objectives and what other researchers has written about it in order to identify and justify the research gap. The chapter therefore contains as a section for research gap which introduces what needs to be researched. 

It also contains a conceptual framework section detailing a transformation of this research in relation to what others has researched and written, a theoretical framework section which identify and describe the characteristics of the variables for the study, statement of hypothesis which gives out hypotheses for the variables of the research for testing and finally a summary section which gives a brief account of the literature and introduce the next chapter of the research. 

2.2 [bookmark: _Toc53922885]Conceptual Definitions
This research is titled “Impact of Banking Supervision Regulations on Financial Performance of Banks in Tanzania”.  To be able to give context of the subject and the study therefore, the terms Regulations and Financial Performance of Banks are defined and used throughout this study. According to Hertog (2010) and Posner (1974), Regulation is employment of legal instruments for the implementation of socio-economic policy objectives. Financial Performance means the state of financial soundness of a bank or the banking sector. 
In the context of this study, Regulations are used in Banking Supervision as a reference point for compliance requirements and enforcements to banks. Return on Assets (ROA), Return on Equity (ROE) and Net Interest Margin (NIM) shall be used as indicators to measure financial performance. Banks with good financial performance will have the ability to exist indefinitely by generating returns while providing financial services.

2.3 [bookmark: _Toc53922886]Theoretical Review
2.3.1 [bookmark: _Toc53922887]The Economic Theory of Regulation
The economic theory of regulations attempts to explain why regulations are normally implemented in almost every sector. Regulation is employment of legal instruments for the implementation of socio-economic policy objectives (Hertog, 2010; Posner, 1974). These instruments includes taxes and subsidies of all sorts as well as explicit legislative and administrative controls over rates, entry, and other facets of economic activity and public interest as the best possible allocation of scarce resources for individual and collective goods (Posner, 1974).

According to Hendrickson (2011), there exists public-interest approach and the self-interest approach to the economic theory of regulation. Public-interest approach was followed prior to 1970, and in 1971 Stigler introduced a different way to consider the motivations behind regulation when he outlined the self-interest theory of regulation. According to the public-interest approach, a market economy may produce outcomes which are undesirable to the consumer. An example of undesirable outcomes includes monopoly. Regulations can protect the consumer from these outcomes. From this perspective bank regulation exists to safeguard the consumer, be it the depositor or borrower (Hendrickson, 2011) and the public interest theory holds that regulation is supplied in response to the demand of the public for the correction of inefficient or inequitable market practices in order to protect the benefit of the public at large(Posner, 1974).

The government regulation is the instrument for overcoming the disadvantages of imperfect competition, unbalanced market operation, missing markets and undesirable market results. Furthermore, regulation can improve the resource allocation by facilitating and stabilization of market operation's equilibrium  (Hertog, 1999). Regulation increases social welfare, but it is important that for the public interest theories to work, there need be efficient government intervention. (Hertog, 2010).One assumption was that economic markets are extremely fragile and apt to operate very inefficiently (or inequitably) if left alone (Posner, 1974)

Cao (2016) gives accounts as to why banks are regulated. He argues that banking, as other industries, needs regulation on issues where free market cannot discipline itself, to create and enforce rules of the game; restrict market power and keep market competitive; correct externalities or other market failures due to moral hazard and adverse selection and to protect the interests of taxpayers. According to self-interest approach, regulation is implemented to produces benefits for the regulated group. The self Interest Theory (or Capture Theory) refers to a focus on the needs or desires (interests) of one's self. It holds that regulation is supplied in response to the demands of interest groups struggling among themselves to maximize the incomes of their members. These are proposed either by political scientists or by economists, of the interest group (Posner, 1974).
Self Interest theories explain regulation from interest group behavior. The self Interest Theory of regulation assumes that all economic agents pursue their own interest, which may or may not include elements of the public interest (Hertog, 2010). Banking scholars have applied both the public-interest and self-interest approach of regulation to the banking sector. Indeed, many banking scholars argue that bank regulation is motivated by both approaches simultaneously. That is, bank regulation serves to both protect the consumer and, at the same time, is influenced by subgroups (Hendrickson, 2011).

2.3.2 [bookmark: _Toc53922888]Psychological Attraction Theory
The psychological attraction theory of financial regulation argues that participants in the political process (voters, regulators, politicians, and the media) have psychological biases that are exploited by the regulatory process and affect financial regulatory outcomes. This explains why significant regulation follows bank crises (Hendrickson, 2011). Financial crisis is the most important driving force of banking regulation. The greatest output was to create central banks worldwide. Using instruments such as mitigation and prevention of excessive credit growth, market illiquidity, exposure concentration amongst others, banking regulation focuses more on safety and taxpayer protection rather than price and consumer protection, the outcome of which is financial stability and prevention of spillover effect to the real economy (Cao, 2016)

That is, psychological and social processes affect financial regulatory outcomes. Hendrickson (2011) argues that extreme events, such as bank crises, influence the regulatory debate because of the strong psychological response to such events. Furthermore, the media exploit these events with great zeal so that the process is exacerbated. One outcome is an increased demand for a regulatory response to the stimuli. 

2.3.3 [bookmark: _Toc53922889]How Regulation Affects Bank Stability
Hendrickson (2011) gives out a model explaining five general channels to which regulations impacts individual bank stability. He argues that regulations changes the risk-taking incentives of banks to either encourage or discourage risk taking; regulations constrains the opportunities a bank has to diversify; regulations changes the profit opportunities facing bankers by altering cost and revenue opportunities; regulations influences the structure of commercial banking; and regulations changes the nature of bank competition and in the process influences bank stability. 

Hendrickson (2011) gives accounts that deposit insurance serves to increase risk taking because the banker knows that, should the bank fail, the depositors will be protected. It also true that asset restrictions that historically forbid banks from investing in certain equities or in making certain types of loans minimized the banker’s ability to take on too much risk. An addition, lack of diversification certainly makes the bank position more fragile with narrow opportunities to have a diversified asset base. Ceiling on the interest rate as placed by regulations could pay to attract deposits which minimizes competition between bankers and limited the cost of obtaining deposits. As regulators determination of the size and number of banks equally influence Banks’s performance. By regulations altering the nature of bank competition means reduction of the profits and/or increases the risk taking of existing banks and limits revenue opportunities, and therefore makes banks undergo increased instability and hence more vulnerable to failure. 

This study agrees with Hendrickson (2011) about the economic theory of regulation and the framework he put forward about how regulations affects bank stability. Affecting bank stability means affecting the financial performance of the banks and the banking sector at large.  The study also agrees with Hendrickson (2011) that the effect can be positive or negative. Hendrickson (2011) writes that regulation may influence bank stability through regulation and regulatory policy and that the U.S. banking experience strongly suggests that regulation tends to have a negative impact on the performance of commercial banks and so are more destabilizing than stabilizing. 

Non-productive regulations or failure to enforce good regulations will lead to not obtaining the intended results. Vianney (2011) and Mwongeli (2012) studied the relationship between regulations and financial performance of commercial banks in their respective countries of Rwanda and Kenya respectively. Their findings were that there was no any effect caused by the introduction of banking regulations in their countries.  It is safe to conclude that it is important to have banking regulations but we cannot guarantee the outcome depending on what that regulation is and in what environment. Bad regulations would worsen the banking sector than making it better. 

This study will use the economic theory of regulation and the model provided by Hendrickson (2011) throughout to demonstrate that the Bank of Tanzania (BOT) uses regulations that may have been influenced by and serves both public interest and self-interest in its supervisory role. Perhaps some of the regulations may as well been enacted to respond to psychological and social processes (the psychological attraction theory of financial regulation).  Regardless of the theory behind the bank supervision regulations, this study shall look at the impact of such regulations to the financial performance of the banks. The main variables in this study therefore shall be banking supervision regulations and financial performance of banks. The banking supervision regulations however will not be analysed directly, rather the bank’s financial performances will be analysed over-time to compare financial performance of before and after enactment of most regulations between 2013 and 2015. 

This study is aimed at evaluating the impact of banking supervision regulations on financial performance of banks in Tanzania.  In this theoretical review, it is established that the public interest theory, self-interest theory and psychological attraction theory are theories behind the formulation of banking regulations.  The literature behind each of the theories as detailed in the literature review may differ but the impact of the regulations may apply in the similar pattern. Studies around all over the world have been done by other researchers on this topic to identify how regulation impacts the banking sector as part of central bank regulations. The empirical review has detailed several of these studies. 

This study believes that the change of bank supervision regulations negatively impacts the performance of banks and the banking sector at large.  The relationship between the bank supervision regulations and banks’ financial performance is therefore being evaluated as part of this study. The bank performance will be measured by the bank financial soundness ratios called ROA, ROE and NIM. These ratios are determined and measured as percentages.  It is expected that the higher these ratios are the better the bank performance. 

2.4 [bookmark: _Toc53922890]Empirical Review of Relevant Studies
There are several other studies conducted about the impact of regulations on banking performance. This study groups the studies into general studies, studies done in Africa countries and empirical studies in Tanzania.

2.4.1 [bookmark: _Toc53922891]General Studies
Shaofang (2019), in his article "The Impact of Bank Regulation and Supervision on Competition: Evidence from Emerging Economies” did a research to investigate the influence of bank regulation and supervision in banking systems. Using the information on 23 emerging economies from 1996 to 2016, he claims that banking systems with fewer activity restrictions and (foreign) bank entry barriers are more competitive. Greater capital strictness and official supervision enhance competition in the banking industry. The greater explicit guidelines on asset diversification and deposit insurance coverage and lower private-sector monitoring are associated with more intensive bank competition. 

He further reveals that, during a bank crisis, the relationship between activity restrictions, entry barriers, diversification guidelines, and competition become more pronounced, and the positive effect of foreign bank limitations, capital strictness, official supervision, and private monitoring on competitive conditions become less effective. He further claims that foreign banks are more sensitive to official supervision and private monitoring, and less sensitive to activity restrictions and diversification guidelines.

Soewarno and Ali (2016) researched on Impact of regulation and supervision on Indonesian banks’ scale efficiency between 2002 and 2011 and established that regulatory variables significantly influence banks’ scale efficiency.  They further found that higher official supervisory power can result in sub-optimum banks’ scale efficiency while higher capital requirements reduce the likelihood of financial distress.  As well, they concluded that market discipline is positively associated with scale efficiency, suggesting timely disclosures promote proper and effective monitoring by private agents. 

Their study revealed that the tighter activities restrictions can be the incentive for banks to focus on fewer and perhaps more relevant activities. This allows banks to operate at their optimum, rather than having to simultaneously focus on too many activities. Higher entry requirements increase banks’ scale efficiency and this supports the objective of fewer, better capitalized banks in the industry.  They therefore concluded that the bank regulatory and supervisory framework helps enhance banks’ scale efficiency and hence better banks’ scale efficiency lead to lower costs, higher profitability and ultimately overall banking sector stability.

Shaddadya and Moore (2018) studied the effects of financial regulation and supervision on bank stability and concluded that greater capital regulation is positively associated with bank stability. In their study, they investigated the effects of financial regulation and supervision on bank stability using panel data for 2210 banks across 47 European countries over the period 2000–2016. They used the CAMELS rating system to apply to quantile regressions. They further found that tighter restrictions, deposit insurance and excess of supervision exert an adverse effect on bank stability.  As well, their findings revealed that banks in emerging countries are relatively sensitive to regulatory shocks.

Chortareas et al (2011) researched on bank supervision, regulation, and efficiency on 22 EU countries over 2000–2008 and his findings revealed that strengthening capital restrictions and official supervisory powers can improve the efficient operations of banks. They revealed that interventionist supervisory and regulatory policies such as private sector monitoring and restricting bank activities can result in higher bank inefficiency levels. Finally, they concluded that that the beneficial affects capital restrictions and official supervisory powers (interventionist supervisory and regulatory policies) on bank efficiency are more pronounced in countries with higher quality institutions.

2.4.2 [bookmark: _Toc53922892]Studies in African Countries
Vianney (2011) conducted a study titled 'The Relationship between Regulation and Financial Performance of Rwanda" covering 10 commercial banks in Rwanda with financial statements data analyzed for the period from 2009 to 2012.  The objective of his study was to establish the relationship between Regulation and Financial Performance of commercial banks in Rwanda.  A descriptive research was designed to examine the relationship of the variables and the overall finding and conclusion of the study was that all the measures of regulation used in this study are not significant determinants of financial performance of commercial banks in Rwanda. The capital requirement was found to be insignificant in explaining profitability of commercial banks, the liquidity ratio and management efficiency ratio were also found not to explain the profitability.

Mwongeli (2012) studies the effect of regulations on financial performance of commercial banks in Kenya with the objective of determining if there is a relationship between regulations and financial performance.  With 43 commercial banks in Kenya sampled in the study for the period between 2010 and 2015, regulations being independent variable and financial performance being dependent variable, she measured financial performance using financial ratios such as return on capital, return on equity, return on assets, credit risk, liquidity ratio, interest coverage ratio, core capital to total risk weighted assets ratio, total capital to total risk weighted assets ratio and core capital to total deposit liabilities ratio to reach to the research conclusions. Her study covered a period of three years before the reviewed prudential guidelines for banks of 2013 came into effect and three years after. The test was carried out on each of the ratios and the findings were that there is no relationship between regulations and financial performance of commercial banks.

2.4.3 [bookmark: _Toc53922893]Empirical Studies in Tanzania
Lotto (2018) studied the Impact of Bank Capital Regulations on Operating Efficiency in Tanzania for the for the period between 2009 and 2015 and his findings were such that the more stringent bank capital regulations are, the more operationally efficient commercial banks in Tanzania become. This means that capital adequacy n reinforces financial stability and improves bank operating efficiency by lowering moral hazard between shareholders and debt-holders. This study suggested that increased regulations on capital requirements influence a bank’s decision to change their internal operations strategy in terms of strong corporate governance, risk assessment methods, credit evaluation procedures, employment of more qualified staff, and enhancing internal control procedures.

Lotto (2019) in his study about evaluation of factors influencing bank operating efficiency in Tanzanian banking sector, he studied the factors affecting operating efficiency of 36 commercial banks in Tanzania for the period between 2000 and 2017. Lotto (2019) claims that the liquidity of banks and capital adequacy is directly related to bank operating efficiency. He concluded that capital adequacy and liquidity do not only improve banks’ financial stability by giving a larger capital cushion and rising bank liquidity level, but also increase bank operating efficiency by lowering moral hazard between bank shareholders and debt-holders.

Yona and Inanga (2014) conducted a study on financial sector reforms in bank regulations and supervision and its impact on service quality of Commercial Banks in Tanzania. Their study focused more on impact of changes in bank regulations and supervision on competitiveness among Tanzanian commercial banks in respect of service quality. Analysis of data collected from bank customers and bank officials from 32 Tanzanian commercial banks already registered by 2010 following the financial sector reforms indicated that regulations and supervision of banks had indirect positive effect on banks improvement in services provisions

Lyambiko (2012) studied the effect of operational risk management practices on the financial performance in commercial banks in Tanzania from 2009 to 2013. The dependent variable of the study was the financial performance of the commercial banks in Tanzania and the independent variables (Credit risk, Insolvency risk, and Operations efficiency) and her study revealed that Operations risk management positively influenced returns of the commercial banks in Tanzania. This study also established that Operations efficiency were positively correlated with the financial performance of the commercial banks in Tanzania  while the Credit risk and Insolvency risk rate negatively influenced the financial performance of commercial banks in Tanzania.

2.5 [bookmark: _Toc53922894]Research Gap Identified
From the empirical literature review, it was learnt that several researches has so far been conducted on the similar topic in the similar industry. The relativity of the researches is contrasted and some gaps are identified. Such gaps are included as part of this research. Soewarno and Ali (2016) researched on the impact of regulations and supervision on banks scale efficiency in Indonesia while Lotto (2018, 2019) conducted studies in Tanzania but focused on measuring operating efficiency as may be affected by capital regulations and other factors.  This study is aimed at addressing the areas that are not touched by these researchers, which is measuring financial performance of banks in Tanzania using financial performance/soundness indicators such as Return on Asset (ROA), Return on Equity (ROE), and Net Interest Margin (NIM).

Yona and Inanga (2014) did their research on financial sector reforms in bank regulations and supervision and its impact on service quality of commercial banks in Tanzania. Unlike this research, their target area of research was on service quality, showing that financial performance was not appropriately addressed by their studies.
Shaofang (2019) researched on the impact of bank regulation and supervision on competition. The researcher targeted the emerging economies to which Tanzania was not listed. Furthermore the aim was to look at competition only which clearly shows a gap in relation to the focus of this study.  This research is aimed at looking at the financial performance for banks in Tanzania. Shaddadya and Moore (2018) researched about effects of financial regulation and supervision on bank stability and across 47 European countries. Unlike Shaddadya and Moore (2018), this study is aimed at banks in Tanzania and to evaluate the bank performance in relation to supervisory regulations

Lyambiko (2012) did a research on financial performance in commercial banks in Tanzania (2009 – 2013) with respect to operational risk management practices and he focused on financial performance dependency on risk management. Unlike these studies, this study intends to look at the bank’s financial performance as influenced by supervisory regulations. Vianney (2011) and Mwongeli (2012) both studied the relationship between regulations and financial performance of commercial banks. Their studies however were targeted in Rwanda (4 years) and Kenya (6 years) respectively. This study is aimed at testing the impact of supervisory regulations on the banks’ financial performance in Tanzania for a period of 9 years from 2010 to 2018.

While the observations from the literature review indicates that a number of researchers has tried to research and document about this agenda, it is clear that little has been researched and documented precisely  to evaluate the relationship between the banking supervision regulations and the financial performance of banks in Tanzania in the past ten years. This indicates that there was a need for another study to cover this gap.  My study therefore focus more on reviewing the different regulations that has passed in the period of time under study and the impact they may have on the bank’s financial performance. 

2.6 [bookmark: _Toc53922895]Conceptual Framework
[bookmark: _Toc44662671]Table 2. 1: Regulations Cause-Effect Problem Hierarchy
	
EFFECTS
	
Poor performance of banks and banking sector 

	
	


>Limited revenue opportunities

>Vulnerable banks to instability and failure
	>Attracted loss

>Vulnerable banks to instability and failure
	>Increased costs or decreased revenue or both

>Compromised bank profitability

>Vulnerable banks to instability and failure

	
	
	
	
	
	

	
	Discouraged acceptable risk taking
	Discouraged acceptable risk taking
	>Determined size and number of banks and branches
>Restricted market self-adjustment
	>Encouraged unacceptable risk taking
	>Altered market competition between banks

>Altered cost and revenue opportunities

	





CAUSES
	>Imposed capital requirements

>Underwriting prohibited

>Imposed corporate securities restrictions
>Forbidden  banks from investing in certain equities
	>Restricted diversification to real estate loans, corporate equities, etc.
	>Influenced bank structure

>Restricted branching 

	>Imposed mandatory deposit insurance
	>Imposed interest rate ceiling

	
	Regulations


Source: Adopted and Modified from Hendrickson (2011)
The public interest approach of the economic regulation theory gives out assumptions that  regulations increases social welfare (Hertog, 2010), the economic markets are extremely fragile and apt to operate very inefficiently (or inequitably) if left alone, government regulation is virtually costless and that regulation is supplied in response to the demand of the public for the correction of inefficient or inequitable market practices in order to protect the benefit of the public at large (Posner, 1974). 

All of the above assumptions of the public interest theory are hard to justify. As such, this study disagrees with these assumptions and agrees with Hendrickson (2011) that under some conditions regulation contributes to banks instability. This study therefore asserts that there is a negative relationship between bank supervision regulations and banks and banking sector performances, a relationship that is evaluated as part of this study. 

Both theoretical and empirical literature reviews laid a foundation for this conceptual framework to recognize the independent and dependent variables of the study.  The bank supervision regulations form the independent variable and the banks performance ratio forms the dependent variable.  The independent variable will be determined over a time series when the key regulations were introduced. The selection and classification of these variables are based on the fact that the study believes that the change of bank supervision regulations negatively impacts the performance of banks and the banking sector at large.
[bookmark: _Toc44662672]
Table 2.2: Variable Definition and Operationalization
	Variable
	Type of variable
	Measurement
	Test Approach

	Banking supervision regulations (in a given time )
	Independent
	Time Series
	Correlation and regression analysis

	Bank financial performance
	Dependent 
	ROA
ROE
NIM
	Trend analysis, Correlation and regression analysis


Source: Designed by Researcher (2019)

2.7 [bookmark: _Toc53922896]Summary
The literature review has highlighted the theories under which this study is based on and has defined all the variables of the study. The chapter has defined the meaning and the individual terms used in the subject under study to help the leaders have the correct perspective as they read through. This study has three hypotheses but the main hypothesis of the study states that changes in bank supervision regulations is negatively associated with financial performance of banks in Tanzania. The next chapter is about the research methodology that details all approaches to be followed in order to test the hypotheses of this study. 






[bookmark: _Toc53922897]CHAPTER THREE
[bookmark: _Toc53922898]RESEARCH METHODOLOGY
3.1 [bookmark: _Toc53922899]Chapter Overview
This chapter covers the methodology used in the study in order to prepare, obtain, process and analyze and report data required to the evaluation of the impact of bank supervision regulations on the performance of banks in Tanzania. This chapter recognizes the objective of the study and documents the population of the study, variables and measurements, data collection methods and data processing and analysis techniques. The chapter also informs about the reliability and validity of data that are being used in this study.

3.2 [bookmark: _Toc53922900]Research Design
This study analyses the impact of bank supervisory regulations that are used for supervision of banks by BOT in Tanzania. The research analyzes the major bank regulations in Tanzania between 2010 and 2018 and attempt to describe the impact these regulations has caused to the banks over the years. The research design of this study is descriptive and quantitative. The reason why this study selected descriptive research design is because this study intends to describe the characteristics of financial performances under banking supervision regulations.  And according to Kothari (2004), quantitative studies apply in phenomena that can be expressed in terms of quantity. The performance of banks can best be described statistically in terms of numbers and ratios which are quantitative units. 

3.3 [bookmark: _Toc53922901]Survey Population
The population of this study is financial institutions registered in in Tanzania.  Financial institutions comprises of commercial banks, microfinance banks and community banks. The dataset collected from BOT are due to a census conducted on these financial institutions over the years.

3.4 [bookmark: _Toc53922902]Variables and Measurement Procedures
The variables of this study are the financial performance of the banks which are expresses as ratios (percentages). The ratios are ROA, ROE and NIM. The other variable is the bank regulations. The study is interested with the results of bank regulations implementation as presented in a time series graph or time series regression. The time series graph will therefore show the timeframe (in years) on the X-axis and performance ratios on the Y-axis. The kind of information this study requires therefore are the financial performance indicators (called financial soundness indicators). The ROA, ROE and NIM of the banking sector, combining all financial institutions are obtained from BOT for the period between 2010 and 2018.    

3.5 [bookmark: _Toc53922903]Data Collection Methods
Secondary data were collected from BOT. The data for the study variables is collected through documents/records reviews available on BOT databases as published on the institution’s websites. The secondary data from BOT are data which have already been collected and analyzed by BOT. As such, being secondary data, the nature of data collection work is simply compilation. A checklist and data collection form was therefore used as the data collection instrument. Such a checklist and data collection form is Table 3.1 under ‘Appendix I’. The secondary data was therefore used in the analysis of the banking sector financial performance over the years.
As part of data collection, understanding the hypotheses and hence knowing exactly what is needed to be collected was important. This was associated by understanding the required variable and measurement scales. The main focus was to test the main hypothesis of the study by looking at the relationship between the banking supervision regulations on the financial performance of banks. The regulations are released at particular point in time and the impact is measured through a dependent variable of financial performance in a time series. 

3.6 [bookmark: _Toc53922904]Data Reliability and Validity
The secondary data collected from BOT were passed through Microsoft Excel for analysis and determination of data reliability and validity was conducted. From Sanders et al (2009) definition of data validity, which is the meaningfulness, appropriateness and usefulness of the inferences researchers make based on data they collect., the data collected for this study are reliable, legal, suitable and adequate for the study. The data are also valid in terms of time due the time window in which this research is conducted. The Cronbach's alpha scores was used and proved that the data used on this study has a high internal consistency as summarized on table below.

Table 3.1: Cronbach's Alpha (α) Score
	Data Components
	Cronbach's alpha (α) score

	BOT Data 2010-2013 - (ROA, ROE, NIM)
	0.98

	BOT Data 2013-2018 - (ROA, ROE, NIM)
	1.00


Source: Extracted from Figure 3.1 and Figure 4.8

The Cronbach's alpha readings below are high, meaning that the dataset obtained from BOT are highly reliable.  
3.7 [bookmark: _Toc53922905]Data Processing and Analysis
Data was analyzed using linear regression model using Microsoft Excel. Line charts and time series regression analysis was performed in order to analyse data and come with the conclusions of this result. With error term being zero, the Linear Regression equation at any timeis given by  Y = aX + b, where X is the independent variable, ‘Y’ is the dependent variable, ‘a’ is the slope or gradient of the line and ‘b’ is the intercept (the value of y when x = 0). A positive gradient suggests a positive trend or an increase while a negative gradient suggests a decline. 

A regression was performed for each financial performance indicator with the data from BOT. Then a regression line for average trends of each of the financial performance indicator ratio over the years was drawn using Regression Data Analysis in Microsoft Excel. The coefficient of determination or R- Square (R2) was as well automatically calculated to explain the Goodness-of-Fit of the regression. Table 3.1 is a secondary data collection instrument. The resulting data repository is as shown on Table 4.1. In time series regression analysis, the dependence refers to the association of two observations with the same variable, at prior time points. The financial performance rations therefore were to be collected for different times. 

3.8 [bookmark: _Toc53922906]Summary
The research methodology showed how data were obtained and analysed. Chapter four presents and discuss about the research findings.
[bookmark: _Toc53922907]CHAPTER FOUR
[bookmark: _Toc53922908]RESEARCH ANALYSIS, FINDINGSAND DISCUSSION
4.1 [bookmark: _Toc53922909]Chapter Overview
This chapter presents the analysis, findings and discussions of this study.  The main sections in this chapter are data presentation for the study, description of banking supervision supervisory regulations, analysis of performance of banks and evaluation of regulations and bank performance relationships.

4.2 [bookmark: _Toc53922910]Data Presentation for the Study
This study required data in order to prove the hypothesis of the study. To be able to do that, dataset from BOT showing the banking sector’s financial performance indicators using ROA, ROE and NIM were collected. The datasets were collected and compiled from the BOT Directorate of Banking Supervision’s annual reports.  The following tables are placed on Appendix II with data collected from forms and checklist located on Table 3.1 of Appendix I and as listed on Table 4.1: Banks Financial Performance Data from BOT.

4.3 [bookmark: _Toc53922911]Identification of Banking Supervision Regulations in Tanzania
Using desk review, it was confirmed that according to BOT (2012), the banking supervision role of the Bank of Tanzania (BOT) is performed under the Bank and Financial Institutions Act, 2006 and the Bank of Tanzania Act, 2006. To operationalize the parliamentary Acts, regulations are implemented. There were listed 26 regulations following the enactment of the Acts in 2006. The first release of the regulations came in 2011 with four regulations, then 2013 with two regulations, 2014 with thirteen regulations, 2015 with five regulations and 2017 with two regulations. One more has been implemented in 2019 and is out of the scope of this study.  A complete list of regulations is attached as part of Appendix III of this research report. 

The area of focus for this study is the period between 2010 and 2018. The effect of the regulations that were mainly implemented in 2013 and 2014 are therefore expected to have been vivid in the period from 2013 to 2018.  Some of the key regulations implemented between 2013 and 2014 are Licensing Regulations, Capital Adequacy Regulations, Microfinance Activities, Liquidity Management Regulations, Consolidated Supervision Regulations, Prompt Corrective Actions Regulations,  Management of Risk Assets Regulations, Foreign Exchange Exposure Limits Regulations, Credit Concentration and Other Exposures Limits Regulations, Bureau De Change Regulation,  The Social Security Schemes Investment Guidelines, Mortgage Finance Regulations, Capital Adequacy Regulations Amendment and Microfinance Activities Regulations Amendment. 

According to BOT (2019), in 2014 and 2016, a circular was provided by BOT with instructions about location of primary and secondary data centres where banks were required to maintain either one of the two in-country as opposed to maintaining them outside the country.  Following those circulars, two banks were fined in July and August 2019 for violation of such directives.  Between 2017 and 2018 alone, five financial institutions had their banking licenses revoked by BOT for various reasons, including financial performance. All of these actions are part of banking supervision activities implemented as part of the regulatory and compliance requirements to banks in Tanzania. This confirms that banking supervision in Tanzania is done through pre-defined supervisory regulations

4.4 [bookmark: _Toc53922912]Analysis of Financial Performance of Banks from year 2010 to 2018
To be able to answer the question of what the financial performances of banks in Tanzania between 2010 and 2018 are, we need data. This study provides hypothesis that the financial performances of banks in Tanzania from year 2010 to 2018 is in a certain pattern attributed to the implementation of banking supervision regulations. 


[bookmark: _Toc53923079]Figure 4.1: Banking Sector Financial Performance (BOT) 2010-2018
Source: Constructed from BOT Field Data (2019)

To formally test whether a linear pattern or trend occurs between the banking sector performance and the banking supervision regulations, this research had to study the timelines when key regulations were implemented. 
Having studies the years when the majority of key regulations were implemented and noticed that most key regulations were implemented between 2013 and 2015,  the study decided to analyse the data by running a time series graph with a time trend (measured in years) as the independent variable and financial performance ratios (ROA, ROE and NIM) as a dependent variable.  Further time series regression was conducted on data. 

The analysis of the time series data was done with an understanding that the past can inform the future, but not vice versa. The research also had an understanding that the data presented two sequences, the financial performance (dependent variable) and time (forms independent variable as regulations are implemented in time) that are trending in the same or opposite directions with a linear time trend that appears to be correlated for reasons related to other unobserved factors, which in this case is the introduction of banking supervision regulations. 

4.4.1 [bookmark: _Toc53922913]Financial Performance of Banks between 2010-2013
From the regression equation Y = aX + b, where X is the independent variable, ‘Y’ is the dependent variable, ‘a’ is the slope or gradient of the line and ‘b’ is the intercept (the value of y when x = 0) a regression was performed for each financial performance indicator with the data from BOT.  Then a regression line for average trends of each of the financial performance indicator ratio over the years is drawn using Regression Data Analysis in Microsoft Excel. 
The coefficient of determination or R- Square (R2) was as well automatically calculated to explain the Goodness-of-Fit of the regression. 
BOT data shows the performance of the industry as a whole. The data used on this analysis therefore portrays the performance of the banking industry at large.


[bookmark: _Toc53923080]Figure 4.2: Banking Sector Financial Performance (BOT) 2010-2013
Source: Constructed from BOT Field Data (2019)


The time series graph on Figure 4.2 shows positive gradient for all of the three performance soundness indicators for the year between 2010 and 2013. This means that the banking industry performance during the four years was in the increase trend. The R2 for Net Interest Margin (NIM) during the period stands out with a big positive gradient and an 83.96% confident of determination (R2), suggesting that 83.96%  of the values fit the regression analysis model with 83.96% dependent variables (y-values) explained by the independent variables (x-values).
4.4.2 [bookmark: _Toc53922914]Financial Performance of Banks between 2013-2018


[bookmark: _Toc53923081]Figure 4.3: Banking Sector Financial Performance (BOT) 2013-2018
Source: Constructed from BOT Field Data (2019)


The time series graph on Figure 4.3 shows negative gradient for all of the three performance soundness indicators for the year between 2013 and 2018. This means that the banking industry performance during the six years period has been in a decreasing trend. 

4.5 [bookmark: _Toc53922915]Evaluation of Regulations and Bank Performance Relationships
The main objective of this study is to evaluate the relationship between banking supervision regulations and the financial performance of banks between 2010 and 2018. The main hypothesis of the study is that there is a negative correlation between the financial performance pattern of banks and the banking supervision regulations in Tanzania between 2010 and 2018. The researcher hypothesized that the relationship is a declining one. The force behind the declining pattern is that the researcher believes that with 26 regulations implemented between 2011 and 2018 and 13 out these were implemented in 2014 alone, the effect must be clearly reflected in the four years stint. These regulations were rolled out following the Banks and Financial Institutions Act, 2006 and Bank of Tanzania Act, 2005. 

Time series graphs depicting performance of the banking industry (banks) were plotted to show the trend lines, regression analysis equations, regression line gradients (to indicate increase or decrease in financial performance) and R2 to explain the Goodness-of-Fit of the regressions. Below are more analysis of the banking sector’s financial performance increase period of 2010 to 2013 and that for the financial performance decline period of 2013 to 2018. 

[bookmark: _Toc53919318]Table 4.1: Regression Analysis of Financial Performance (ROA) 2010-2013

Source: Analysed from BOT Field Data (2019)
The regression results above give a value of 0.7965 Multiple R (Correlation Coefficient). This indicates the strength of a linear relationship between the variables in the regression.  

An R Square of 0.6344 indicates the level of goodness of fit. This shows the percentage of points that falls on the regression line being 63.44%, meaning that 63.44% of the dependent variables (y-values) are explained by the independent variables (x-values). From the coefficient of determination value, we can predict the next years’ ROA increase 0.122% certainty. A significance F value of 0.2035is registered indicating how reliable (statistically significant) the results of the model are.  Though the results indicate that the correlation between the dependent and independent variables is slightly above the 0.05 threshold, the analysis indicates that every one year, 0.122% of ROA financial performance ratio increase.

[bookmark: _Toc53919319]Table 4.2: Regression Analysis of Financial Performance (ROE) 2010-2013

Source: Analysed from BOT Field Data (2019)
The regression results above give a value of 0.2875 Multiple R. This indicates the strength of a linear relationship between the variables in the regression. An R Square of 0.08264 indicates the level of goodness of fit. In terms of percentage, this shows the percentage of points that falls on the regression line as 8.264%, meaning that 8.264% of the dependent variables (y-values) are explained by the independent variables (x-values). A significance F value of 0.7125is registered indicating how reliable (statistically significant) the results are.  The values for Multiple R, R Square and Significance F indicates that the model is weak but it is backed up by the fact that every one year, 0.226% of ROE financial performance ratio increases. 

[bookmark: _Toc53919320]Table 4.3: Regression Analysis of Financial Performance (NIM) 2010-2013

Source: Analysed from BOT Field Data (2019)
The regression results above give a value of 0.9163 Multiple R (Correlation Coefficient). This indicates the strength of a linear relationship between the variables in the regression.  An R Square of 0.8396 indicates the level of goodness of fit. This shows the percentage of points that falls on the regression line, meaning that 83.96% of the dependent variables (y-values) are explained by the independent variables (x-values). 

A significance F value of 0.0837 is registered indicating how reliable (statistically significant) the results are.  With a smaller number, the results indicate that the correlation between the dependent and independent variables is good. The analysis indicates that every one year, 10.32% of NIM financial performance ratio increase.

[bookmark: _Toc53919321]Table 4.4: Regression Analysis of Financial Performance (ROA) 2013-2018

Source: Analysed from BOT Field Data (2019)

The regression results above give a value of 0.9186 Multiple R (Correlation Coefficient). This indicates the strength of a linear relationship between the variables in the regression.  An R Square of 0.8438 indicates the level of goodness of fit. This shows the percentage of points that falls on the regression line, meaning that 84.38% of the dependent variables (y-values) are explained by the independent variables (x-values). 

A significance F value of 0.0097 is registered indicating how reliable (statistically significant) your results are.  With a smaller number, the results indicate that the correlation between the dependent and independent variables is good. The analysis indicates that every one year, 0.34% of ROA financial performance ratio decreases

[bookmark: _Toc53919322]Table 4.5: Regression Analysis of Financial Performance (ROE) 2013-2018

Source: Analysed from BOT Field Data (2019)
The regression results above give a value of 0.9487 Multiple R (Correlation Coefficient). This indicates the strength of a linear relationship between the variables in the regression.  An R Square of approximate 0.9 indicates the level of goodness of fit. This shows the percentage of points that falls on the regression line, meaning that 90%of the dependent variables (y-values) are explained by the independent variables (x-values). 

A significance F value of 0.39% is registered indicating how reliable (statistically significant) your results are.  With a smaller number, the results indicate that the correlation between the dependent and independent variables is good.  The analysis indicates that every one year, 2.22% of ROE financial performance ratio decreases

[bookmark: _Toc53919323]Table 4.6: Regression Analysis of Financial Performance (NIM) 2013-2018

Source: Analysed from BOT Field Data (2019)
The regression results above give a value of 0.8345 Multiple R (Correlation Coefficient). This indicates the strength of a linear relationship between the variables in the regression. An R Square of 0.6965 indicates the level of goodness of fit. This shows the percentage of points that falls on the regression line, meaning that 69.65% of the dependent variables (y-values) are explained by the independent variables (x-values).  

A significance F value of 0.0388 is registered indicating how reliable (statistically significant) your results are.  With a smaller number, the results indicate that the correlation between the dependent and independent variables is good. The analysis indicates that every one year, 3.4% of NIM financial performance ratio decreases

4.6 [bookmark: _Toc53922916]Summary of Findings
‘Figure 4.1’ shows a general trend of financial performance of the banking sector from 2010 to 2018 as per the financial soundness indicators (ROA, ROE and NIM). A generally growing financial performance results for the banking sector from 2010 to 2013 and a sudden declining trend from 2013 to 2018 are observed. ‘Figure 4.2’ shows the financial performance soundness indicators with their respective R-Square. All of the financial performance indicators graphs show positive gradients or (coefficient of X Variable) from 2010 to 2013 indicating that there is a positive growth in financial performance of the banking sector.

Unlike the graph for financial performance from 2010 to 2013, the performance is in decrease trend from 2013 to 2018 as shown on ‘Figure 4.3’.  The gradients for the three performance indicators are all negative, meaning there is declining trend of financial performance. 

Regression Analysis performed on the data from 2010 to 2013 shows a summary of results on ‘Table 4.4’. 

[bookmark: _Toc53919324]Table 4.7: Regression Analysis Results Summary for 2010 to 2013 Performance
	Performance Ratio
	Multiple R
	R Square
	Significance F
	Coefficient of X

	ROA
	0.7965
	0.6344
	0.2035
	0.12

	ROE
	0.2874 
	0.0826
	0.7125
	0.23

	NIM
	0.9163 
	0.8396
	0.0837
	10.32


Source: Analysed from BOT Field Data (2019)

Regression analysis results for the financial performance from 2010 to 2013 gives strong Multiple R (Correlation Efficiency) for ROA and NIM at 0.7966 and 0.9163 respectively. This indicates that there is a strong linear relationship between the time variable (for when Regulations were not implemented) and the financial performance of banks.  This also indicates a high data validity and reliability. The reliability is also presented by Cronbach’s alpha of 0.98 (or 98%) from BOT data which a high score of internal consistency of data. This suggests that the data is reliable. R Square of 0.6344 and 0.8396 for ROA and NIM respectively indicates a good level of goodness of fit showing the percentage of points that falls on the regression line. Significance F value of 0.1464 and 0.0837 for ROA and NIM also explains reliable (statistically significant) the result of the model are, though are slightly above the cutoff line of 0.05. 

While there is weak reading for ROE to suggest the financial performance increase with Multiple R and R Square, the regression analysis report shows coefficient of X variables for the three financial performance indicators reading 0.12, 0.23 and 10.32 increase rate per year for ROA, ROE and NIM respectively. These are positive readings of gradients as may be seen on the regression analysis equations. The analysis of data as conducted in this chapter presents a picture of what the trend of bank performances has been over the years from 2010. The financial performance trend can therefore be generalized to say there is an increase in the stint four years from 2010 to 2013 and in the following six years from 2013 to 2018 there is a clear decrease. 

A confounding variable is sought for in the light of the assumption that banking regulations gets implemented to help banks perform.   Are the regulations implemented between 2013 and 2015 helping out improve financial performance? Why the performance was in increase before the majority of the major regulations were implemented and a clear decrease is shown after they were implemented? 

The next chapter is for conclusions and recommendation about the findings noted in this chapter.
[bookmark: _Toc53922917]
CHAPTER FIVE
[bookmark: _Toc53922918]CONCLUSIONS AND RECOMMENDATIONS
5.1 [bookmark: _Toc53922919]Chapter Overview
This chapter presents researcher’s conclusions and recommendations. The conclusions made in this chapter are based on the entire understanding of the research objectives, the literature review conducted; the research methodology opted, as well as analysis and findings of the research. The conclusions in this chapter are based on the results of the data analysed, they are not opinion driven. The recommendation thereof is therefore based on the results obtained. 

5.2 [bookmark: _Toc53922920]Conclusions
The data analysis and result presentation of this research has shown that there was an increase in financial performance from 2010 to 2013 then it was followed by a sadden fall from 2013 to 2018. Data from BOT indicates the increase using visual graph, positive gradient (coefficients) of the financial performance indicator regression equations and generally convincing ROA and NIM readings for the Multiple R, R Square, Significance F and Coefficient of X variable. The data indicated a decline of performance of the banking sector from 2013 to 2018. 

To conclude the observation of this study, while we cannot conclusively suggest that there is a causal link between the financial performance of banks and the implementation of the banking supervision regulations, the study came with two conclusions. First, looking at the results against the timing of when the major banking regulations were implemented (2013, 2014 and 2015); this research observes that the banking regulation does not assist in accelerating banks’ financial performance.  The sector is seen to be in declining trend for six years consecutively despite the increase in assets and deposits of the banking sector. Second, there is a strong correlation of the bank regulation implementation and the decline in banking performance. The majority of major regulations were implemented between 2013 and 2015 where the decline in financial performance of banks also became more pronounced going forward. 

Even though banking regulations in Tanzania does not seem to promote financial performance for banks, the study however acknowledges that the banking regulations are necessary in order to enforce what Cao (2016) calls “rules of the game”. This includes money laundering and fraud control. 

5.3 [bookmark: _Toc53922921]Recommendations
This research recommends that the implementation of the regulations should be consultative and participatory with the banks and other stakeholders so that they are made part of the process in the development of the banking supervision Monitoring and Evaluation system. That way, chances for passing bad regulations will be minimal, yet the banks will have ownership of the regulations, something which will also boost compliance, streamlined monitoring and evaluation; and enhance information sharing, informed decision making, learning, transparency, accountability and capacity building in the banking sector.

5.4 [bookmark: _Toc53922922]Suggestions for Further Research
This study has noted that the banking supervision regulations does not accelerate the financial performance of banks, but the implementation of the banking supervision regulations is correlated with the decline in financial performance for banks. Since this study is not comprehensive in the sense that it has not tested to describe all possible factors affecting financial performance of banks in Tanzania, it suggests for a further study to be conducted in order to discover if there are some other confounding factors that may be causing the financial performance’s declining trend or otherwise conclude that there is something fundamentally wrong with banking supervision regulations that are implemented in Tanzania.  The study further suggests that a deep analysis of each bank’s financial performance over time would help not only in performing triangulation but also in establishing the banking sectors segments that are the most affected ones and hence establish why.
[bookmark: _Toc53922923]
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APPENDICES
[bookmark: _Toc24448797][bookmark: _Toc31823924][bookmark: _Toc53922925]Appendix I:  Data Collection Forms and Checklist

[bookmark: _Toc44662673]Table 3.1: Data Collection Instrument
	
Data Collection Checklist


	Institution Name
	✍

	::Data Collection Instrument
	Document Review 

	
	☑
	

	
Data Source
	
BOT
	
	<>Sector Level Data
<>BOT DBS Annual Reports

	
	

	
Data Type
	
Ratios (%)
	ROA✍
	ROE✍
	NIM✍

	
	
	
	
	

	

	::Data Capturing tool
	Fact Sheet

	

	☑Pre-test of data collection

	☑Ethical Consideration

	
Fact Sheet (Capture BOT data in this section)


	Ratio Name
	2010
	2011
	2012
	2013
	2014
	2015
	2016
	2017
	2018

	ROA
	✍
	
	
	
	
	
	
	
	
	

	ROE
	✍
	
	
	
	
	
	
	
	
	

	NIM
	✍
	
	
	
	
	
	
	
	
	

	Comments
	✍
	



Source: Constructed by Researcher (2019)

[bookmark: _Toc24448798][bookmark: _Toc31823925][bookmark: _Toc53922926]Appendix II: Collected Data for Analysis
[bookmark: _Toc53919325]Table 4.8: Banks Financial Performance Data from BOT
	 
	 2010
	2011
	2012
	2013
	2014
	2015
	2016
	2017
	2018

	ROA
	2.16
	2.53
	2.58
	2.55
	2.51
	2.49
	2.09
	1.15
	1.04

	ROE
	12.13
	14.47
	13.88
	13.08
	12.56
	12.16
	9.26
	4.67
	2.88

	NIM
	40.56
	41.72
	65.56
	67
	67.8
	66.72
	52.87
	51.99
	55.48




[bookmark: _Toc53923083]Figure 3.1:Banking Sector Performance (ROA, ROE, NIM) 2010-2013 - BOT Data
Source: Collected and Computed from BOT Field Data (2019)



[bookmark: _Toc53923084][bookmark: _GoBack]Figure 3. 2: Banking Sector Performance (ROA, ROE, NIM) 2013-2018 - BOT Data

Source: Collected and Computed from BOT Field Data (2019)
[bookmark: _Toc24448799][bookmark: _Toc31823926][bookmark: _Toc53922927]Appendix III: List of BOT Regulations
Banking and Financial Institutions (Financial Leasing) Regulations, 2011
Banking and Financial Institutions (Mortgage Finance) Regulations, 2011
Banking and Financial Institutions (Development Finance) Regulations, 2011
Banking and Financial Institutions (Tanzania Mortgage Refinance Company) Regulations, 2011
Credit Reference Bureau Regulation 2013
Credit Reference Databank Regulation 2013
The Banking and Financial Institutions (Licensing) Regulations, 2014 
The Banking and Financial Institutions (Disclosures) Regulations, 2014
The Banking and Financial Institutions (Capital Adequacy) Regulations, 2014
The Banking and Financial Institutions (External Auditors) Regulations, 2014
The Banking and Financial Institutions (Microfinance Activities) Regulations, 2014
The Banking and Financial Institutions (Liquidity Management) Regulations, 2014 
The Banking and Financial Institutions (Consolidated Supervision) Regulations, 2014
The Banking and Financial Institutions (Physical Security Measures) Regulations, 2014
The Banking and Financial Institutions (Prompt Corrective Actions) Regulations, 2014 
The Banking and Financial Institutions (Management of Risk Assets) Regulations, 2014
Banking and Financial Institutions (Internal Control and Internal Audit) Regulations, 2014
The Banking and Financial Institutions (Foreign Exchange Exposure Limits) Regulations, 2014
The Banking and Financial Institutions (Credit Concentration and Other Exposures Limits) --------Regulations, 2014
Bureau De Change Regulation 2015
The Social Security Schemes Investment Guidelines, 2015
Banking and Financial Institutions (Mortgage Finance) Regulations, 2015
The Banking and Financial Institutions (Capital Adequacy) (Amendment) Regulations, 2015
The Banking & Financial Institutions (Microfinance Activities) (Amendment) Regulations, 2015
Bureau Regulations Amendment 2017
Guidelines on Agent Banking for Banks and Financial institutions, 2017
Bureau De Change Regulation 2019
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ROA Regression Trend (2010 - 2013)

SUMMARY OUTPUT

Regression Statistics

Multiple R 0.796518426
Rsquare 0.634441603
AdjustedRSquare 0451662404
Standard Error 0.146424042
Observations a
ANOVA
df S5 ms F__ signfficance F
Regression 1 007432 0.07442 3471082 0.203481574
Residual 2 004288 0.02144
Total 3 01173

Coefficients_ Standard Error _tstat _P-value __Lower95%

Intercept 242548 1317187172 184445 0.206422 -809.6878979
X Variable 1 0122 0.065482822 1863084 0.203482 -0.159749844
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ROE Regression Trend (2010 - 2013)

SUMMARY OUTPUT

Regression Statistics

Multiple R 0.287475043
Rsquare 0.0826419
AdjustedRsquare  -0.37603715
Standard Error 1190550293
Observations a
ANOVA
df S5 ms F__ signfficance F
Regression 1 025538 0.25538 0180174 0.712524957
Residual 2 28382 141781
Total 3 3.0902

Coefficients_ Standard Error_tstat_P-value __Lower95%

Intercept 441209 1070.983668 -0.41197 0.720321 -5049.279802
X Variable 1 0226 0.532430277 0424469 0.712525 -2.064862585
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NIM Regression Trend (2010 - 2013)

SUMMARY OUTPUT

Regression Statistics

Multiple R 0.916314326
Rsquare 0.839631944
Adjusted RSquare 0759447316
Standard Error 7.128461265
Observations a
ANOVA
df S5 ms F__ signfficance F
Regression 1 53209928 5320993 10.47131 0.083685674
Residual 2 10162992 50.81496
Total 3 633.7292

Coefficients_ Standard Error_tstat _P-value __Lower95%

Intercept 20696.924  6412.551941 -2.22756 0.084067 -48287.90811
X Variable 1 10.316__ 3.187944792 3.235941 0.083686 -3.400619364
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ROA Regression Trend (2013 - 2018)
SUMMARY OUTPUT

Regression Statistics

Multiple R 0.918599445
Rsquare 0843824943
AdjustedRsquare  0.804781178
standard Error 0309290278
Observations 6
ANOVA

df S5 Ms F__ Signfficance F
Regression 1 2067481429 2.067441 2161228 0.009669393
Residual 4 0382641905 0.09566
Total 5 2450083333

Coefficients_ Standard Error_tStat__P-value _Lower 95%

Intercept 6947278095  149.0150742 4.662131 0.009574 280.9956363
X variable 1 -0.343714286 _ 0.073934518 -4.6489 0.009669 -0.548989416
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ROE Regression Trend (2013 - 2018)
SUMMARY OUTPUT

Regression Statistics

Multiple R 0.948659
Rsquare 0.899954
Adjusted RSquare 0874943
standard Error 1.545626
Observations 6
ANOVA
df S5 Ms F__ significance F

Regression 1 85.95864143 8595864 35.98161 0.003836174
Residual 4 9.555841905 2.38896
Total 5 9551448333

Coefficient: Standard Error_tstat ___P-value _Lower 95% L
Intercept 4476.026 744677816 6.010687 0.003857 2408.468447
XVariable 1 -2.21629 036947534 -5.99847 0.003886 -3.242113715
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NIM Regression Trend (2013 - 2018)

SUMMARY OUTPUT

Regression Statistics

Multiple R 0834591051
Rsquare 0.696542222
AdjustedRsquare  0.620677777
standard Error 4.689269514
Observations 6
ANOVA

df S5 ms F__ signfficance F
Regression 1 2018922057 2018922 9.181405 0.038777376
Residual 4 8795699429 21.98925
Total s 289.8492

Coefficients _ Standard Error _tStat _P-value _Lower 95%

Intercept 6906.099714  2259.275165 3.056777 0.037777  633.346241
X variable 1 -3.396571429 1120349816 -3.03008 0.038777 -6.508827058
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2010] 2011 2012]  2013[Total
ROA 2.16 2.53] 258]  2.55] 9.82
ROE 12.13 1447 13.88] 13.08] 53.56
NIM 40.56] 41.72] 65.56] 67] 214.84]
Variances 264.69 269.00 751.67 | 796.89

Variance Formular

Cronbach's Alpha (a)

Ttem
Number of Components /Years

Symbol

k

Some of the Component Variances £ V;

Variance of total
Cronbach's alpha

Ve
a

=VARP(C5:C7)

__k [,V
a7ﬁ< - Vr)

Formular
=COUNT(B4E4)
=SUMBSES)
=VARPEFE5FT)
=D18/(D18-1)*(1-D19/D20)

Value

208225
7773.0696
0.98
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