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ABSTRACT 

The main objective of this study was to assess the management risks in Tanzania. 

The specific research objectives were; to examine the extent of the 

knowledge/awareness of employees with regards to risk management practices at 

United Bank for Africa, to investigate the   employees   and management’s attitude 

towards risk management practices at United Bank for Africa, to explore challenges 

faced by employees in their various roles/capacities in managing the risk aspects 

inherent in their day today duties. Both primary and secondary data gathering 

techniques were utilized. Primary data collection methods included questionnaires 

and interview while secondary methods included the review of literatures. 

 

Findings from the study revealed that workers are somehow competent regarding 

their ability to operate and activate their account, ability to make utility payment like 

Dawasco, awareness of service charge incurred per each transaction, ability to make 

any other periodical payment like TRA as well as ability to operate agent services 

offered from another bank. It was further found that some of the workers possessed 

positive attitudes towards the use of Risk department in facilitating their financial 

transaction. Furthermore the study found that lack of technical support in case of 

system failure, Poor network provided by network operators hence unreliable access 

to network, Poor training on provision of Risk management knowledge, Poor 

customer service offered, Lack of pre-stated details of the cost of the transactions, 

Limited knowledge on how to make full use of Risk department Limited 

understanding on how to operate computer in banking, Lack of accessibility to risk  

expertise, Lack of name  confirmation when transacting are the main challenges 

facing workers at UBA.  

 

Finally the study recommends that, there is a need of providing training to workers, 

training should be clear to workers in order to have required knowledge which 

enables them to manipulate the use of risk department services. Also the bank needs 

to engage in continuous sensitizations to its staff on policies and best practices that 

are ongoing in the banking industry. 
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CHAPTER ONE 
                                                                   INTRODUCTION 
 
1.0 Introduction 

During 1980-1990 Tanzania confronted hardship in the aspect of economy which 

demanded the change into various programs to include Structural Adjustment 

Programs (SAPs). It is worth noting that the program (SAPs) intended to enhance 

microeconomic issues, handling fundamental of the program shortcoming and 

empower changes in private section support in the economy.  Because of hardship in 

the economy, Tanzania has decided to bring more changes in financial issues that 

changed the economic situation that transformed it from the Socialist related belief 

systems to Capitalist free market economy being supported by the west. Capitalistic 

market reforms were implemented by using various approaches i.e. through use of 

various policies such as liberalization and privatization which used non monetary and 

monetary related sectors. Banking liberalization started effectively in 1991. 

 

United Bank for Africa (Tanzania) Limited is a part of the larger United Bank for 

Africa Plc Group with its headquarters in Marina Lagos, Nigeria. UBA Group is a 

leading pan African Institution that drives money related establishment offering 

comprehensive managing an account with a record to excess of 7 million customers 

across more than 750 branches in 19 diverse African Countries .It likewise has 

branch presences in New York, London and Paris. UBA Tanzania started its 

operation in October, 2009, with the fundamental capital base of USD, 15, 000, 0000 

(fifteen million Us dollars), which was easily over the Bank of Tanzania (BOT) 

compulsory starting capital prerequisite for new bank. UBA Tanzania brings to the 

Tanzanian Market, extensive, innovative, world class financial service and items to 

help its corporate and retail customers. The Bank intends to change the way in which 

individuals bank in Tanzania by concentrating on the unbanked and in addition build 

a strong public, private organization to compliment governments effort on 

infrastructure enhancement and open extra branches to build up the invasion of 

banking services views itself as the pace setter in offering the best solutions for 

customers in the market and interesting position itself in the industry of bank. 
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The Risk Management function of UBA bank Tanzania is a fundamental 

management and control activity that oversees and supports the risk taking units of 

UBA Tanzania .The risk   Management function aims to affirm the   bank’s pledge to 

overseeing hazard as a basic part of the bank's activities with a specific end goal to 

boost openings and limit obstructions to the bank's main goal, vision, procedures, 

objectives and destinations. 

The risk management practices of UBA Tanzania adheres to the best practices as 

outlined in the Bank of Tanzania Risk Management guidelines (2010), BAFI Act 

(2006), AML Act (2010) and all state laws/ regulations.UBA Tanzania and Group 

risk related policies and procedures usually underpin the implementation of the 

strategy plan. The various bank policies guiding the bank include the Risk 

management Framework, Risk appetite and tolerance limit setting policy, Principal 

risks framework, Market risk management policy, Environmental risk management 

policy ,IT security policy, anti money laundering policy and the KYC policy 

amongst others. 

Bank controllers have a single estimation objective. They need to know, to a high 

level of accuracy, the most extreme misfortune a bank is likely going to experience 

over a given horizon. They by then can set the bank's required capital (i.e. its 

financial total assets) to be more imperative than the evaluated most extreme 

misfortune and make sure that the banks won't failover that horizon. In other words, 

controllers should focus around the extraordinary tail of the bank's benefits profits 

and distribution on the size of that tail in unfavourable conditions. Bank executives 

have a more complex set of risk information needs. Regardless of shared concerns 

over reasonable misfortune, they ought to think about risks/return trade-offs. That 

requires an alternative risk measure than the "tail" statistics, a alternative horizon, 

and an emphasis on increasingly common market circumstances. Likewise, 

notwithstanding when concerned with the level of economic setbacks, the bank 

chiefs may need to screen basis of a probability of misfortune that can be Seen 

(Pritsker, 1996). 
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1.2 Statement of the Problem 

Risk assessment is progressively led by numerous groups within an association to 

satisfy an assortment of business and regulatory requirements. “Different group 

within a similar association frequently depend on direction from various expert 

association to provide a system for conducting the risk management. As these 

professional organization offer disparate approaches to risk assessment, they 

contribute to a judge of risk information” (Vlasta 2010). 
 

In the course of their activities, banks are constantly faced with various types of risk 

that may have a conceivably unfavorable effect on their business. Banks are obliged to 

set up a comprehensive and reliable risk management framework, incorporated in all 

business activities and giving the bank risk profile to be reliably in the line with the 

foundation risk propensity. 

The study conducted by Semgomba, (2013) revealed that almost all commercial 

banks in Tanzania have embraced the Risk Management department. However it is 

further argued that majority of the bank employees in Tanzania lack knowledge 

concerned risk management and bank service, which leads to the customers fail to 

manage and access their account and do any service they want. With regards to this 

therefore the present study becomes inevitable to be conducted so as to investigate 

the factors affecting the effective implementation of risk management practices in 

particular at United Bank for Africa. 

1.3 Objectives of the Study 

• The main objective of this study will be to investing factors affecting the 

effective implementation of risk management practices at United Bank for 

Africa. 
 

1.3.1 Specific Research Objectives 

The study was guided by the following specific objectives: 

 

1. To examine the extent of the knowledge/awareness of employees with 

regards to risk management practices at United Bank for Africa. 
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2. To investigate  the   employees   and  management’s  attitude towards  risk 

management practices at United Bank for Africa 

3. To explore challenges faced by employees in their various roles/capacities in 

managing the risk aspects inherent in their day today duties 
 

1.4  Research questions 

1. Are employees knowledgeable /aware about   effective   ways   of preventing 

risk in their everyday job roles? 

2. What are is the management’s and employees’ attitude towards risk 

management practices at United Bank of Africa? 

3. What are the challenges faced by the bank in managing risk in their 

operations? 
 

1.5 Significance of the study 

The scholarly important of this study rests on the fact that this study provided 

information to industry stakeholders regarding a gap in knowledge on why there is 

low rate of usage and under estimation of risk department among banks in Tanzania 

as initially anticipated. The study served to know what are the knowledge gaps 

amongst staff in relation to risk management activities and how this knowledge gaps 

can be addressed.  
 

The study also helped to provide information regarding the employee knowledge 

about Risk Management to different stakeholders including banking industry. The 

attitude of various cadres of staff towards risk management will also be determined; 

the study will aim to see if senior managerial level view risk management as a crucial 

business enabler compliment or a barrier that slows downs the business drive. The 

challenges present in driving a risk conscious culture will be determined i.e. are 

adequate training resources availed to the risk department, are appropriate personal 

driving the risk agenda in the bank? Is the risk department equipped with up to date 

software to better manage the bank’s risk and do the department enjoy their inquired 

independence as per Bank of Tanzania regulations. 
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Also the findings of this research helped banks, government, International 

organization as a whole in understanding risk option to use institute service as their 

way of studying. In addition, it helped in rethinking and restructuring their existing 

policy. Likewise this investigation included the existing literature and helped the 

academicians by getting more reference in future while doing research on 

comparable or related point 

 

1.6 Scope of the Study 

The study was conducted in Dar es Salaam particularly at the United Bank of Africa 

(UBA) in Tanzania.  It involved only participants from UBA who volunteered to 

give the relevant information of the study. 

 

1.7  Limitations of the study 

Impediments are those conditions outside the ability to control of the specialist that 

may put confinements on the conclusion of the investigation and their applications to 

different circumstances (Bestetal., 1993). The present examination had the 

accompanying impediments 

 

1. Little time allocated by the university to conduct this research was the big limiting 

factor for the successful completion of this study. 

2. Lack of time among workers was also emerged as the challenges because 

some workers used a week and even more than a week to fill in the questions 

asked in the questionnaire and some did not return the questionnaire. 

3. Management was not responsive in disclosure of data citing confidentiality 

aspects. The data requested was on operational losses caused by staff non 

awareness to risk related practices and on data on fraud. 
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CHAPTER TWO 
 

LITERATURE REVIEW 

 

2.0 Introduction 

This section present the literature review of different researchers on both Theoretical 

and empirical on risk management. Additionally take a look at different definitions 

which will empower the investigation to come up with appropriate and findings. 

 

2.1 Definition of key terms 

Risk 

According Vasada K (2005) “a risk can be defined as an unexpected occasion that 

will prompt to financial setbacks in terms of misfortune crystallization and decrease 

income. It is further refers to an activity which provides profit. A risk proposition 

generally because of the powerlessness to contain its heightening or crystallization in 

future vulnerability future. In other words, it tends to be defined as the uncertainty of 

the results”. 

“Risk refers to a circumstance where there is a credibility of undesirable event of a 

specific outcome which is known or best quantifiable and in this way incurable” 

(Periasamy, 2008). Risk may imply that there is a probability of misfortune or 

damage which, might occur”. 

HM Treasury (2004) is argued to the effect that risk management refers to the 

process which includes identification, appraisal and judgment of risks, assigning 

possession making a move to alleviate it or threatening to Pate them, monitoring and 

reviewing into advancement 

Risks presented to some banks of commercial nature create a danger on the industry 

of bank and other financial institutions. (Kunt-Demi's et al , 1997). 

The field of risk management developed in the mid-1970s, progressing from the 

more prepared field of Insurance management. The term risk administration was 

adapted on the ground of that the new field has a significantly more broad 
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concentration than fundamentally insurance management. "Risk management 

consolidates activities and responsibilities out-side of the general insurance area, 

regardless of the fact that insurance is an imperative part of it and insurance 

specialists frequently fill in as risk supervisors". Insurance management focused on 

protecting relationship from catastrophic events  and primary sorts of exposures, for 

instance, theft, and employee injuries where as risk management focus around these 

sorts of dangers and different sorts of costly misfortune, including those originating 

from product risk, employment practices, condition debasement , Accounting 

consistence, offshore redistributing, cash variances, and electronic exchange. During 

the 1990s, risk management developed in the significant part of affiliation planning 

and procedure and risk management becomes composed end with more affiliation 

works as the field advanced. As the role of risk management has extended to 

incorporate large scale, banking industry, the field has ended up being known as 

enterprises risk administration. Also, affiliations stand up to various risks that stem 

on an extremely fundamental dimension from collaborating. In Beyond Value at 

Risk, Kevin Dowd aggregate up these particular sorts of risk affiliations face by 

placing them in five general classes: Business risk are the risk faced by explicit 

affiliation that work in a particular market or industry. 

Market risks are those related with changes in market situations, for example, 

fluctuations in prices, interest rates, and exchange rates;  

Credit risks are the risks that lead to debtor’s inability to meet their payment related 

commitments as they fall due.  

Operational risks are those related with internal framework disappointments due to 

mechanical issues (e.g., machines operational failures) or human errors (e.g., 

insufficient allocation of resources); and Legal risks are those related with the 

possibility of other parties not meeting their contractual obligations (Kevin, D. 

1998). 

Tanzania serves in excess of 92,750 clients and customers the nation over through a 

financial crisis in The Netherlands While the main indications of the global financial 
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crisis ended up obvious in the United States in 2007, the negative impacts of the 

crisis turned out to be more apparent in The Netherland sin 2008. The global 

financial crisis had comparative impacts in the Netherlands as it had in many other 

countries. The stock and real estate market collapsed, various financial organizations 

had to be protected by the Dutch government, and the economy fell in to a deep 

recession. For Dutch banks, the crisis implied, not just that they needed to comply to 

the stricter capital prerequisites set by the Basel Committee, yet in addition that they 

went under nearer examination of the Dutch financial Authorities. With the outbreak 

of the crisis, it turned out to be evident that various institutions had played a 

questionable role in prompting customers on financial product, including life 

insurance product and endowment mortgages. They sold such products at excessive 

fees, and without educating the customers legitimately about the risks involved.  

The collapse of the financial and real estate market brought those risks to the surface. 

As an outcome, the Dutch financial experts introduced regulation which required 

financial institutions to dependably act to the greatest advantage of their clients. 

Historical Background Two decades back, frame all risks management was still in its 

early stages in the bank under scrutiny. A management accountant who arrived at the 

bank in 1998 depicts how, in his first occupation as a procedure controller, he had to 

introduce process and risk management for the various operation activities of his 

branch.  

However, these days, risks management has turned into a major issue. A branch 

could have the same number of stating at seven management accountants, quite bit of 

whose work is concerned with risk management. In reality, even business controllers, 

whose expected set of responsibilities of working duties is very extremely broad, 

point out that they consume through 60 to 70% of their time on risk management. 

Interviewees additionally demonstrate that as of late a few executives have been 

dismissed in light of persistent failure in risk management, while poor financial 

outcomes have not had the equivalent extreme results to date. (Richard E, 2008). 



9 
 

Technological improvements, particularly the growing availability of minimal effort 

registering force and correspondences, have assumed a critical supporting part in 

empowering the reception of more intensive risk management organization 

methodologies.  

The Dutch financial specialists played a critical role in the development of the bank's 

risk management framework. After the financial crisis, they end-up on various events 

that these frameworks experienced vital shortcomings, and they applied impressive 

pressure on the bank to make enhancements. 

The shortcomings were generally identified with the documentation of data about 

(gatherings with) customers. As per the financial specialists, the bank did not 

adequately record its historical verifications on clients (Know your Customer‟ 

requirements).In expansion, the bank was not ready to demonstrate that its 

recommendation to customers had been proper given their individual conditions.  

Management accountant were then argued to play an imperative role in mitigating 

the risk that were identified by the financial specialists. They become in charge of the 

bank's risk management activities and they implemented the "Three Lines of Defense 

Model", which brought about critical change in how the bank managed risk related 

issues. Also, the required enhancements have majorly affected the day by day work 

of the bank's advisors. Much more than previously, they need to collect data about 

customers, and to formally set out every one of the steps they have experienced in 

advising a specific customer. It is currently the situation that IT systems frequently 

compel them to pursue a specific work flow by expecting them to finish a specific 

step before they can continue to the following step. 

In the field of security and prosperity, risk is associated with potential risk and 

dangers, while in fund it is a specific matter of unpredictability in foreseen results, 

both negative and positive. In different business and political settings, risk is eagerly 

connected with the spirit of enterprises and value development (Power, 2007, p.3). 

Ewald, (1991) states: "Nothing is a risk in itself; there is no risk reality. Be that as it 

may, on other hand anything can be a risk; everything depends upon how one 

examination the risk, consider the event" (p.199). Willet (as refered to in Ale, 2009, 
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p. 4) characterizes risk as "the objectified uncertainty as for the occasion of an 

undesired event". Risk is inalienable in any economic wellbeing and can be 

connected with each human decision- making activity of which the outcomes are 

uncertain. 

 
All through the latest decades, risk examination and corporate risk management 

exercises have ended up being critical parts for both fiscal related similarly as non-

financial organizations. Firms are introduced to different sources of risk, which can 

be divided into operational risk and financial risk. Operational risk or alternatively 

business risk identify with the vulnerability in regards to the affiliation's ventures and 

speculations openings, and are affected by the product market in which a firm works. 

Despite operational risk, astounding changes in for instance interest rates, exchange 

rates, and oil prices make financial risk for individual associations. Rather than 

operational risk, which effect a specific firm or industry, monetary risk are market- 

wide risks that can impact the financial execution of associations in the whole 

economy. The two sorts of risk introduction can have critical impact on the value of 

a firm. 

 

2.1 Bank Risk 
 

It is contended that different sources of banking risks which can be categorized into 

four classifications to incorporate credit risk, market risk, performance risk and 

operational risk. Credit risk is characterized to mean as result of changes in the 

apparent capacity of counter parties to meet their legitimately restricting obligation. 

Market risk alludes to change in resource value in glow of changes in fundamental 

financial parts, for example, interest rates, trade rates, and value and commodity 

prices.  

Operational risk starts from costs brought about through errors made in carrying out 

transaction, for instance, settlement dissatisfactions, disappointments to meet 

administrative necessities, and ultimate accumulations risk incorporates misfortunes 
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originating from the inability to authentically monitor workers' or to utilize proper 

frameworks (Pyle, 1997). 

In the post LPG period, the financial record area has seen largel competition from the 

nuclear family banks and likewise from remote banks alike. Actually, contention in 

the banking sector has risen in light of disintermediation and deregulation. The 

changed financial circumstances of the country have opened different new ways for 

developing of banks (Mashra, 1997). 

Various analysts have portrayed nine classes of risk for bank supervision purposes. 

These risks are: credit, interest rate, liquidity, price, foreign currency, interpretation, 

consistence, strategic, and notoriety. Bess is outlined the financial risk faced by 

banks as credit risk, premium risk, market risk, liquidity risk, operational risk, 

foreign trade risk, and other risk. (Kundu, 2008). 

 
2.1.1.1 Risk Management in Banks 
 

Risk management developed from a strictly banking activity, identified with the 

nature of advances, to an unpredictable arrangement of methodology and instruments 

in the cutting edge monetary condition. It underscores the way that the survival of an 

association depends intensely on its abilities to foresee and get ready for the change 

as opposed to simply hanging tight for the change and respond to it. Risk is related 

with vulnerability and reflected by method for charge on the fundamental/basic i.e on 

case of business it is the capital, which is the cushion that ensures the risk holders of 

an institution. These risks are interdependent and events influencing one zone can 

have implications and infiltrations for a scope of different classes of risk. 

 

There is in this manner, the need to comprehend the risks kept running by banks and 

to guarantee that the risks are appropriately stood up to, successfully controlled and 

properly managed. Every transaction that a bank attempts however changes the risk 

profile of the bank along these lines making it a close inconceivability to give 

continuous risk update and profile of the organization. 
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Risk Management (RM) is portrayed as the performance of activities intended to 

limit the negative effect (cost) of vulnerability (risk) with respect to potential 

misfortunes (Schmidt and Roth,1990). Redja (1998) likewise define risk the 

management as a methodical procedure for the identification proof, assessment of 

poor misfortune exposure faced by an association or an individual, and for the 

selection and implementation of the most suitable systems for treating such 

exposures. 

 

The procedure includes: identification, measurement, and management of the risks. 

Bessis (2010) additionally adds that notwithstanding it being a procedure, risk 

management likewise includes a lot of tools and models for measuring and 

controlling risk. The objectives of risk the management incorporate the minimization 

of foreign trade misfortunes, decrease of the instability of cash flow, security of 

income variances, and increase in profitability and assurance of survival of the firm 

(Fatemi and Glaum, 2000). Another gathering of scientists expressed that RM is tied 

in with guaranteeing that risks are taken intentionally with full knowledge, clear 

reason and understanding so it tends to be measured and mitigated to keep a firm 

from enduring unsatisfactory misfortune making it come up short or materially 

damage its focused position. 

 

To guarantee that banks work in a sound risk the management environment with 

diminished effect of vulnerability and potential misfortunes, managers need reliable 

risk measures to guide cash-flow to exercises with the best risk/reward proportions. 

The management needs estimates of the extent of potential misfortunes to remain 

within limits points set through cautious interior contemplations and by controllers. 

They likewise need instruments to screen positions and make motivations for 

reasonable hazard taking by divisions and people. As indicated by Pyle (1997), risk 

management is the procedure by which management fulfill these requirements by 

distinguishing key risks, getting reliable, reasonable, operational risk measures, 

choosing which risks to lessen, which to increment and by what implies, and setting 

up systems to monitor resulting risk positions. 
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Bessis (2010) shows that the objective of risk management is to measure risks so as 

to monitor and control them, and furthermore empower it to serve other significant 

capacities in a bank notwithstanding its direct financial capacity. These incorporate 

assisting in the execution of the bank's definitive technique by providing it with a 

superior perspective on the future and hence defining suitable business strategy and 

assisting in developing competitive advantages through the calculation of appropriate 

pricing and the formulation of other differentiation strategies based on clients' risk 

profiles.  

According to Santomero (1995), the administration of the financial firm depends on a 

sequence of steps to implement a risk the management framework. These regularly 

contain four sections which are standards and reports, position limits or standards, 

venture rules or procedures and motivator contracts and remuneration. These tools 

are commonly settled to measure exposure, define strategies to deal with these 

exposures, limit individual positions to satisfactory dimensions, and encourage 

decision makers to oversee risk in a way that is reliable with the company's 

objectives and goals. 
 
2.1.1.2 Rationales for risk management in banking 
 

The principle point of the management of banks is to maximize expected benefits 

considering its variability/unpredictability (risk). This requires a functioning 

administration of the unpredictability (risk) so as to get the desired outcomes. Risk 

management is in this way an endeavor to lessen the instability of profit which has 

the capability of bringing down the value of investors' wealth. Different authors 

including Stulz (1984), Smith et al (1990) and Froot et al (1993) have offered reasons 

why directors should worry about the dynamic administration of risks in their 

associations. 

 

 

As indicated by Oldfield and Santomero (1995), ongoing audit of the writing 

presents four fundamental justifications for risk management. These incorporate 

supervisors' personal circumstance of ensuring their positions and wealth in the firm. 
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It is contended that because of their restricted capacity to enhance their interests in 

their own organizations, they are risk averse and prefer stability toward solidness of 

the company's profit to instability. This is on the grounds that, things being what they 

are, such stability improves their very own utility. Beyond managerial motives, the 

desire to guarantee the shouldering of lower taxation rate is another basis for 

managers to look for decreased instability of profit through risk management. With 

dynamic duty plans, the normal taxation rate are reduced when income smoothens in 

this way exercises which decrease the unpredictability of revealed taxable income  

are pursued  as they help upgrade shareholders' value. Maybe the most convincing 

reason for supervisors to take part in risk management with the aim of decreasing the 

inconstancy of benefits is the expense of conceivable financial distress. Critical loss 

of income can prompt stakeholders losing confidence in the association's operations, 

loss of strategic position in the business, withdrawal of license or charter and even 

insolvency. The expenses related with these will make supervisors to avoid them by 

setting out on exercises that will help avoid low realization. At last, risk management 

is sought after on the grounds that organizations need to keep away from low 

benefits which force them to seek for external investment opportunities. At the point 

when this occurs, it results in problematic ventures and consequently bring down 

investors' an incentive since the expense of such external finance is higher than the 

internal funds because of capital market imperfections. 
 
This unwanted result encourages managers to effectively set out upon 

unpredictability reducing strategies, which have the impact of reducing the 

inconstancy of income. It is trusted that any of the previously mentioned reasons is 

adequate to motivate management to concern itself with risk and set out upon a 

careful evaluation of both the dimension of risk related with any financial product 

and potential risk alleviation methods. 
 
2.1.2 Type of Risks 

Banks are satisfactorily wise to recognize measure and value risk, and keep up 

reasonable funding to deal with any outcome. The significant risks in banking 

business or „banking risks‟, as normally referred, is recorded underneath: 
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1. liquidity Risk 

2. Interest Rate Risk 

3. Market Risk 

4. Creditor Default Risk 

5. Operational Risk 

6. And any other more 
 

Liquidity Risk 

The liquidity risk of banks ascends out of supporting of long-term assets by short-

term liabilities, as needs be making the liabilities subject to rollover or renegotiating 

risk (Kumar et al., 2005). It may moreover portrayed as the probability that an 

affiliation might be not fit meet its creating duties or may do everything 

contemplated just by acquiring stores at restrictive expenses or by or by orchestrating 

resources at supreme base costs. The liquidity risks in banks show up in various 

measurements. 

 (a)   Financing Risk: Funding Liquidity Risk is delineated as the shortcoming to get 

assets for meet income obligations. For banks, supporting liquidity risk is 

fundamental. This rising up out of the need to replace net outpourings on 

account of unforeseen withdrawal/non-recharging of stores (markdown and 

retail). 

(b)   Time Risk: Time risk rise up out of the need to make up for non-receipt of 

expected inflows of benefits i.e., performing assets changing into non-

performing resources. 

(c)  Call Risk: Call risk ascends in context of crystallization of unexpected 

liabilities. It may in like way rise when a bank will be not prepared to attempt 

profitable business opportunities when it emerges. 

 

Interest Rate Risk 
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Sharma (2003) argued to the effect that premium risk is the Net Interest Margin or 

the Market Value Equity (MVE) of the establishment is impacted due precariousness 

accordingly consequently driving instabilities in the financing costs. On the other 

hand it is the risk of a negative effect on Net Interest Income (NII) in perspective of 

instabilities of credit charge might be called Interest Rate Risk 
 

It is generally the presentation of an establishment's financial record to negative 

impact movements in perspective of fluctuating financing costs. IRR can be found in 

two explicit ways – its effect is on the compensation expected by the bank or its 

effect on the budgetary return of affiliation’s advantages, liabilities and Off-Balance 

Sheet (OBS) positions. Credit expense Risk can take different structures. Coming up 

next are the sorts of Interest Rate Risk 

a. Gap or Mismatch Risk: An opening or crisscross risk rises out of holding 

assets and liabilities and Off-Balance Sheet things with different essential 

aggregate, improvement dates or re-evaluating dates, hence making 

introduction to astonishing updates in the element of market loan expense. 

b. Yield Curve Risk: Banks, in a coasting premium condition, may regard their 

favorable circumstances and liabilities subject to different benchmarks, i.e., 

treasury bills‟ yields, settled stores rates, call promotes rates, MIBOR, etc. In 

the event that the banks use two specific instruments making at different time 

horizons for assessing their favorable circumstances and liabilities then any 

non-parallel progress in the yield bends, or, in a manner of speaking, would 

influence the NII. Thusly, banks should examine the progression the in yield 

bends and the last impact of the assortments that they will have on the 

accumulation regards and advantages. 

c. Basis Risk: “Basis Risk is the risk that risings when the credit cost of various 

assets, liabilities and unstable sheet things may change in different degrees. 

For example, in a rising loan fee circumstances, Interest rate may rise in 

frightening degree conversely with the financing cost on comparing 

obligation, hence making combination in net interest compensation. The 
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component of interest risk is really high in respect of banks that make 

composite assets out of composite liabilities. (Kumar et al., 2005).” 

d) Embedded option Risk  

Critical troubles in market loan fees make the wellspring of risk to banks proficiency 

by enabling forward reimbursement of money credit/ask for advances, term and 

exercise of call/put decisions on securities/debentures and what's more inauspicious 

withdrawal of term stores before they indicated lawfully legally binding development 

dates. The inserted elective Risk is knowledgeable about to a great degree shaky 

condition and is changing into a common occasion in a few nations like India. 

 

Market risk  
 

The risk of negative deviations of the check to-market value of the trade portfolio, by 

temperance of market wide events, amid the period required to settle the game plan is 

named as Market Risk (Kumar eat consistently, 2005)”.This peril result from horrible 

enhancements in the measurement or flimsiness of the market cost of loan fee 

instrumentals, qualities, items and financial structures. It is can in like way be named 

as Price Risk” 

Price risk happens when money related instruments are sold before their agreed 

advancement dates. In the money related market world, securities costs and yields 

are on the other hand related. 

The price risk is about associated with the exchanging book or, at the end of the day 

making benefit out of here and now improvement in the financing costs.  

The term Market risk applies to (I) that part of IRR which influence the cost of 

financing cost instruments (ii) value risk for all other asset/portfolio that are held in 

the exchanging book of the bank and (iii) outside money probability. 

(a) Forex Risk 

Forex Risk is the risk that a bank may bear hardships because of antagonistic 

conversion scale developments during a period in which there is an empty position 
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either spot or advances, or a mix of both empty and spot, in an a specific referenced 

cash. 

 

(b) Market liquidity risk 

Market liquidity hazard rises when a bank can't bring home the bacon for a particular 

asset class near the general market cost. 

Non-fundamental risk: Any hazard that isn't showcase related or isn't methodical. 

Similarly called non-advertise hazard, additional market chance, (erroneously) non-

deliberate hazard, or un-efficient hazard. 

Business Risk– “Business risk is caused by the business itself (organization's 

industry). Figuratively speaking, changeability of offers because of its item, 

customers. For example, over the business cycle, pay from design business is more 

capricious than salary from nourishment stuff business (Joel B, 2001)”. 

Operational Risk 

Basel Committee for banking supervision has depicted operational risk as the risk of 

adversity happening as intended in light of deficient or failed internal systems, 

individual and structures or from lacking or failed internal procedures, individual and 

systems or from external events. Along these lines, operational misfortune can 

generally be attributed to three causes for example individual, framework set up and 

processes. 

 

Managing operational risk has ended up being fundamental for financial institutions 

because of the main reasons below – Larger amount of computerization in rendering 

managing an account and financial service increment in global fiscal between 

linkages.  

Level of operational risk is wide an in light of the recently referenced reasons. Two of 

the most comprehensively seen operational risk is examined underneath. 

Transaction risk 
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Transaction Risk is the risk ascending out of distortion, both internal and external, 

failed business outlines and the frailty to keep up business progression and manage 

data. 

 

Compliance Risk 

Consistence Risk is the risk of authentic or regulatory approves financial misfortune 

or notoriety hardship that a bank may proceeds in light of its inability to pursue after 

any or the greater part of the suitable laws, controls, set of standards rules basics and 

tenets of good practice. It is in like manner called integrity risk since a bank 

reputations is firmly associated with its adherence to standards of integrity and fail 

overseeing. 

 

Beside the previously specified risks, following are different risk faced by Banks in 

course of their business activities (Kumar eat all of the, 2005) 
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UBA Tanzania risk structure management organogram.	   

	   	  

	  

	  

	  

	   	  

	  

	  

	  

	   	  

	  

	  

	  

	  

	  

 

 

 

 

Key policies that must be present in any bank. 

The Central Bank of Tanzania has mandated that all commercial banks should have 

the below listed  policies which will be used in the guidance of a bank’s day to day 

activities. UBA Tanzania was noted to have and use the policies in its operations.The 

key  policies have been listed in the Bank of Tanzania Licensing regulations of 2014 

as below: 
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1. Risk Management Policy. 

2. Credit Risk Management Policy. 

3. Liquidity Risk Management Policy. 

4. Market Risk Management Policy. 

5. Operational risk Management Policy. 

6. Strategic Risk Management Policy. 

7. Human Resource Risk Management Policy. 

8. Compliance Risk Management Policy. 

9. Accounting Policy (Including Fixed Assets). 

10. Audit Policy (Including Internal and External Policy) 

11. Asset/Liability Management Policy (Including Investment Policy). 

12. Information and Communication Technology Policy. 

13. Physical Security Policy. 

14. Outsourcing Policy. 

15. Business Continuity Management Policy. 

16. Anti -Money Laundering (AML) And Combating of Financing of Terrorism 

(CFT) Policy. 

Key policy regulation changes made by the bank of Tanzania in 2014. 

 

The Bank of Tanzania on the 22nd of August 2014 gazetted new and revised 

regulations to be adopted by all the financial institutions. Microfinance Activities 

regulations were gazetted on the 13th of March 2015. The regulation changes aimed 
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to strengthen the efficient management of the banks and to protect the financial 

system from possible bank run failures. 

The key regulation changes in each policy that were either amended or added have 

been outline below as highlights: 

1. Capital adequacy regulations - 2014 
 
Reg 5: It outlines the new minimum core capital requirements for banks and 

financial institutions. (New requirements highlighted in red) 

 
Type of Institution  Minimum Capital  

Commercial Banks  TZS 15bn  

Cooperative Banks (Country wide)  TZS 15bn  

Microfinance Banks  TZS  5bn  

Community Banks  TZS  2bn  

Cooperative Banks (Regional)  TZS  5bn  

Development Finance Institution  TZS 50bn  

Financial Leasing Company  TZS  1bn  

Housing Finance Company  TZS 15bn  

Tanzania Mortgage Refinance Company  TZS  6bn  

Merchant Banks  TZS 25bn  

Islamic Banks  TZS 15bn  
 
UBA Tanzania being under commercial bank category is required to maintain not 

less than TZS 15 billion as part of its core capital. The bank’s core capital stands at 

TZS 40 billion. 

Reg 6: “Banks and FIs are prohibited from operating current accounts unless they 

have a core capital of 15 billion shillings and have obtained approval from the 

regulator.   Non compliant financial institutions will be required to increase their core 

capital to meet the mandated levels or phase out current account operations within 

three years from the date of publication”.  
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Reg 11: “Capital charges for market and operational risk have been introduced in 

line with Basel three. Minimum capital requirements for Operational risk to be 

determined by Basic Indicator Approach (New).Market risk determination will be 

based on the current used Standardised Measurement Method. A moratorium of one 

year from the date of publication has been given to banks and FIs to comply with the 

minimum capital requirements for operational risk”. 

 

Reg 21: “Every bank and FI to compute capital position as at EOD..The previous 

month Core Capital to be used in the computation of the daily NOP.Every bank and 

FI to include in the computation of the required minimum capital any directive to 

increase its capital and must maintain suitable and adequate records to facilitate 

verification of its capital position”. 

 

Reg 23: “An external auditor of a bank or FI shall be required to review the capital 

position of the bank as at end of each year and draw a note on the adequacy of the 

bank’s and FI capital in the Audited Financial Statements”. 

 

2. Credit concentration and other exposure limits regulations – 2014 
 

Reg 12: “A banking institution not to deposit in a single bank/Financial institution an 

amount exceeding 25% of core capital”. 

 

3. Management of risk assets regulations - 2014. 
 

Reg 6: “Credit policy to be submitted to the BOT not later than 30 days after 

approval of the Board, areas of changes to be clearly indicated preferably with 

reasons for changes if available.(Applicable to all policies submitted to the BOT for 

clearance approval)”. 

 

Reg 7: “Any developed or lapsed performing OD office might be expanded, re 

established or moved over and stay in a similar grouping classification, gave there is 

no 'regularly greening' or hard core components and all interest and charges due have 
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been paid”. 

(The practice of 10% charge on principal not applicable any more, however charges 

and interest have to be paid.)” 

 
Reg 8: “A financial foundation will at each quarterly review, advise the Bank of all 

credit facilities that have been up graded into better arrangement classifications 

showing supporting reasons". 

 

Reg 9:”Charge off of all credit accommodations changed to twelve consecutive 

quarters (previously was four consecutive quarters).”  

 

4. Disclosure regulations - 2014 
 

Reg 5: “BOD is required to formulate a disclosure policy and be responsible for 

adherence and compliance with the requirements of these regulations and the policy” 

 

Reg 6: “Senior management to develop and implement review system to ensure 

timely disclosure of accurate, complete and relevant information. The internal review 

to be carried out by an independent person not responsible for preparing the 

information which the bank or FI is required to disclose pursuant to these 

regulations”. 

 

Reg 7: “A bank/FI to distribute quarterly financial statement in at least two 

newspapers of wide circulation in the United Republic, excluding ends of the week 

and holdays. The production will be made in at any rate one Kiswahili and one 

English newspaper. (BOT to communicate translated Kiswahili financial statements 

to the stakeholders for adoption)”. 

 

Reg 8: "A bank/FI to distribute its yearly reviewed financial statements at least once 

every year in at least two newspapers of wide circulation in Tanzania (one Kiswahili 

and the other English), excluding weekends and public holidays. Reviewed financial 

statement to be distributed within 15 days after endorsement by the BOD and not 
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later than 105 days after the end of the financial year.  

Reg 9:” A bank/ FI is required to exhibit copies of its last audited financial 

statements in a public part of its principal place of business, branches and agencies.” 

 

Reg 10: "Banks and FIs are mandated to reveal pernaties/sanctions/all issues of non 

compliance with provisions of the Act, guidelines, circulars and directives in power 

during the period covered by the revelation. The revelation of penalties to be 

distributed together with the quarterly and audited financial reports". 

 

5.Foreign exchange exposure limits regulations – 2014 

 

Reg 7: “The overall NOP not to exceed the limit prescribed by the BOT. (limit not 

set at a particular rate as was in the previous regulation, its rather subject to change, 

formerly was at 7.5%)”. 

 

Reg 10: “Failure to observe NOP and placements limits – penalty equivalent to one 

percent per day of the amount in excess or one million shillings per day whichever is 

higher”. 

 

6.External auditors’ regulation - 2014 
 

Reg 11: "An external examiner considering the prerequisites of the Act and 

prudential guidelines issued by the BOT must audit and give a supposition in the 

financial statements on the precision of calculation of capital position of the bank/FI 

as at the end of each financial year". 
 

Reg 13: “An audit firm will be required to provide details to the BOT of any 

associate firm with whom an agreement for associate audit is in place when seeking 

approval from the regulator to provide audit services, other required details 

applicable as per practice”.  
 

Reg 17: “Provision of non audit services is prohibited to the current engaged external 

auditor by a bank/FI.A list of non audit services provided in regulation 17 for further 
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reference.” 

7.Internal control and internal audit regulations – 2014 
 

Reg 17: “Outlines the qualifications of the Head of Internal Audit. Head of Internal 

Audit must be a CPA / its equivalent, registered with the NBAA and must have at 

least three years of regular audit experience as an external/ internal auditor”. 

 

Reg 19 "It traces the freedom of the Head of Internal audit.BOD must guarantee that 

the Head of internal audit has equipped staff and sufficient resources. Head of 

Internal audit must affirm to the BOD at least every year the status of organization 

independence of the internal audit capacity including sufficiency of resources and 

any impediments. (This undertaking must be minuted in the executive meetings for 

controller future reference)". 

 

Reg 22:" IA to set up a yearly review plan and present it to the review advisory 

group for review and to the Board for endorsement not later than 31st December 

every year (Change of date from 30th March). Yearly reviews intend to be submitted 

to the BOT not later than fifteenth January every year (Change of date from 30th 

May)". 

 

Reg 24"Senior administration to guarantee that the IA is educated regarding new 

advancements, initiatives, product and operational changes for purpose of early 

identification proof of all related risks". 

 

Reg 25: "The Head of Internal audit to present an audit report and minutes of the 

Audit Committee meeting to the BOT not later than 45 days after the end of the 

quarter. IA to likewise quickly report to the BOT any significant review discoveries 

including fraud, misappropriation, mistakes, exclusions or some other significant 

inconsistencies revealed over the span of review." 
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Risk Mitigation  

Risks alleviation covers a gathering of techniques for misfortune anticipation, 

affliction control and claims association. A risk alleviation plan can check misfortune 

and diminishes the cost of misfortune while making an increasingly secure condition 

for association. Bank utilizes various frameworks to alleviate the risk to which they 

are exposed. Exposure may guarantee by first priority claims with money or 

securities. 

 

Basel I 

The Committee of BASEL during 1988 chose to present estimation of capital 

framework (BASEL I) generally alluded to accord the capital of BASEL. Since 

1988, this structure gradually exhibited in part's nations and likewise in every 

practical sense different nations with dynamic overall banks. Towards the finish of 

1992; this framework obliged the execution of a credit chance estimation structure 

for least 8% of the capital standard. 

Basel 1 accomplishment significance depicted bank capital and the extent of capital 

supposed to be issued. Basel I is an extent of funding to hazard weighted resources. 

Notwithstanding divulgence stores, short altruism) and Tier 2 (resource revaluation 

spares, undisclosed stores, general credit adversities holds, half breed capital 

instrument and subordinate term obligation). Level 1 capital should develop no under 

50 percent of the aggregate capital base. Subordinated obligation (with a most 

extreme settled base term to development of five years, accessible if there ought to 

emerge an event of liquidation, yet not available to partake in the departure of a 

bank. 

There are five hazard weights: 0 percent, 10 percent, 20 percent, 50 percent and 100 

percent and corresponding change factor for off-sheet things. A portion of the hazard 

weights are somewhat abstract for association for Economic Cooperation and 

Development (OECD) between bank claims, half for private home credits, 100% for 

all business and client propels. The exchange off between different point of view, 

and not communicated substances about the hazard profile of the advantage 
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portfolio, but instead the outcome bartering dependent on authentic data open around 

then a credit execution and judgments' about the dimension of danger of specific 

parts of partners, underwriter or insurance (Lastra, 2004). The hazard weights have 

made open door for administrative exchange. 

Inquisitively the objective extent 8 percent of resources notwithstanding asset report 

things. The 8% figure has been resolved dependent on the middle an incentive in 

existing unprecedented practice. Basel I was a fundamental apportion, regardless of 

the genuinely self-assured nature of the essentialness of Tier 2 capital, the hazard 

weights and the 8% target extents. It is a standard extensively acknowledged by the 

business and by the experts in both created and created nations. 

The BASEL 11 

On a major dimension, the new strategy (BASEL II) isn't proposed to raise or lower 

the general element of regulatory capital start at now held by banks, in any case to 

make it more risk fragile. The spirit of the new Accord is to help the use of internal 

frameworks for assessing risk and dispersing capital. The new Accord in like way 

wishes to change authoritative capital considerably more intimately with financial 

capital. The purposed capital framework incorporates three segments:- Pillar-1 

(Minimum Capital prerequisite) Pillar-2(Supervisory survey process) Pillar - 3 

(Market discipline). 

Pillar-1 (Minimum Capital requirement). 

The pillar 1 would keep being 8% of the Risk-weight assets (according to RBI, it is 

9%), which will cover capital prerequisites for risk, market and operational risks. 

Estimating Capital required for Risks 

For evaluating the capital required for each risk, an extent of philosophies, for 

instance, institutionalized organizations internal rating based (IRB) and progressed 

IRB are suggested.  

Under Internal Rating Based (IRB) approach, banks would be permitted to measure 

their own one of a kind probability of Default (PD) instead of standard rates, for 
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example, 20%, half, 100% and so forth. In this way, two techniques explicitly 

association IRB is required to set standards for assessing the estimation of Loss given 

default and introduction at default, while under cutting edge IRB approach, bank 

would be permitted to utilize their own special examinations of LGD and EAD. 

 

Estimating Capital for operational risks 

Under the fundamental marker approach, banks need to hold capital for operational 

hazard identical to the settled rate (Alpha) of normal yearly gross pay in the course of 

recent years. 

K BIA = GI x § 

Where K BIA= the Capital charge under the Basic Indicator Approach  

GI= average annual income over the previous three years 

§= fixed percentage 

In this way, under Basel II, the denominator of the Minimum capital proportions will 

contain three segments the total of all risk weighted resources for risk, despite 12.5 

time ( corresponding of 8% Minimum Risk based capital proportion) the total of the 

capital charges for market risk and operational risk. The increase factor of 12.5 has 

been familiar so as to engage banks to develop a numerical connection between the 

measurement of capital prerequisite for credit and risk organization likewise capital 

necessities for operational and market risk. If there should be an occurrence of 

capital requirements for other risk, computation of capital depends upon the risk of 

operational and specifically market risk; the capital charge itself is processed direct. 

Hence the regulatory requirements cover this type of risk, risk management, credit 

risk market and operation. 

Pilllar 2: Supervisory Review Process 

Pillar 2 of the new capital structure recognizes the fundamental of extricating intense 

supervisory audit of banks internal assessment of their general risk to guarantee that 



30 
 

banks administration is practicing sound judgment and had set aside adequate capital 

for these risks. To be more specific:- 

• “Supervisor will survey the activities and risk profile of individual banks to 

decide if those affiliations should hold higher level of capital than the base 

prerequisites in Pillar 1 would determine and to see whether there is any 

necessity for restorative action.” 

• “The Committee expects that, when supervisors engage banks in an exchange 

about their internal procedures for measuring and dealing with their risk, they 

will make resultant advantages for financial institutions to develop strong 

control instruments and to enhance those work procedure flows”.  

• “Thus the director survey process is planned not exclusively to guarantee that 

financial institutions have sufficient funding to cushion all the risk  in their 

business environment, yet in addition to encourage banks to develop and 

utilize better risk management techniques in screening and dealing with their 

risk”. 

Pillar 3: Market Discipline  

Pillars 3 leverage the capacity of market discipline to motivate prudent 

administration by enhancing the level of revelation as far as public reporting by 

banks. It mandates the general public exposure that banks must stick to along these 

lines requiring greater understanding into the sufficiency of their capitalization 

status. The Committee trusts that, when commercial center participants have 

adequate information about a bank’s core activities and the mitigating measures it 

has set up to manage its risk appetite, they are well informed when attempting to 

differentiate between various banking associations so that they can differentiate those 

banks that manage their risk wisely and punish those that are remiss in doing so ( 

NEDfi Databank Quarterly,2004). 

 
2.1.2 Theoretical Review 

2.1.2.1 Modern Portfolio Theory 
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Modern portfolio theory has been around since 1952 when it was published in the 

Journal of Finance as "Portfolio Selection."Harry Markowitz developed this theory. 

He was one of the main financial specialists in the United States during his career. 

 

Many encountered investor's turn to modern portfolio theory when settling on 

venture choices for their money. Modern portfolio theory is a standout amongst the 

most widely theory in the investment world. Here are the fundamentals of modern 

portfolio and how it applies to the decisions that a speculator should make. 

2.1.2.1.1 Diversification 

Markowitz was somewhat in charge of thinking of the possibility idea of 

diversification in a portfolio. He theorized that it was insufficient to just take a look 

at the risk versus return of a single stock. You have to consolidate various stocks 

from a wide range of sectors of the market. He noticed that when an investor used 

this technique, they could adequately lower down the amount of risk that they are 

taking on and increment the profits in the meantime. Each security that you put 

resources into has a standard deviation which addresses its probability of it deviating 

from the mean. This is the how the theory summarizes risk. By consolidating a wide 

range of securities into the portfolio, you can successfully bring down the standard 

deviation and ensure your funds better. In this way, as an investor, it is more 

imperative to be great at choosing the correct combination of stocks rather choosing 

individual stocks. 
 

Furthermore according to modern portfolio theory, “there are two different types of 

risk that you ought to know about when investing in stocks. You have systematic and 

unsystematic risks. Systematic risks speak to risk that you can't control under any 

circumstances”  
 

This sort of risk speaks to outside influence on your venture. For instance, if inflation 

rate has changed in a country, which implies every one of the credits that were at that 

point issued to clients will have affect in the banks‟ books. It is extremely unlikely 

that you.  
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The classification of banking risks, in any case, changes by an investigator or a 

supervisory office. The Basel Committee (1997) records the key risk faced by banks 

as credit risk, country and transfer risk, market risk, interest rate risk, liquidity risk, 

operational risk, legitimate risk, and reputation risk. Different Researchers have 

portrayed nine classes of risk for bank supervision purposes. These risk are: credit, 

financing cost, liquidity, cost, foreign currency exchange, compliance, strategic, and 

notoriety. Bess is outlines the monetary risk looked by banks as credit risk, premium 

risk, market risk, liquidity risk, operational risk, foreign trade risk, and other risk. 

Risk management, which is the focal point of this examination, is described by the 

Basel Committee (2000) as "the potential that a bank borrower or partner will 

disregard to meet its duties according to agreed terms. 

Risk Management is the system by which executives satisfy these necessities by 

perceiving key risk, getting strong, legitimate, operational risk measures, selecting 

which risk to reduce and which to increment and by what suggests, and setting up 

strategy to screen the resulting risk position. Potential one-month misfortune assessed 

at a 5% likelihood of occasion. See Jorion (1995) for a serious and taking part in 

divulgence of the Orange County disaster. Government capital necessities result from 

the need to control the ethical risk natural in the bank/deposits or relationship when 

there are government deposits guarantees (express or certain). Merton (1977) gives the 

great hypothetic feature of this ethical risk and its determinants. 

Risk measurement is expensive and tedious. Along these lines, bank chiefs 

compromise between measurement accuracy from one viewpoint and the expense and 

courses of events of reporting about the other. This trade-off will significantly 

influence the risk measurement system a bank will get a handle on. Bank controllers 

have their own concerns with the cost of exact risk measurement which is for the most 

part likely one reason they have observed and stretch test bank risk measurement 

frameworks instead of undertaking their very own risk estimations. 
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It is argued that there are many source of credit risk appear always in the 

performance of bank, involved into various banking books and balance sheet. Banks 

are continuing issuing various financial instruments other than advances and 

certifications. 

2.2 The Role of Financial Institutions in the Economic Growth 

Banks of commercial nature establishing the installment framework in various issues 

related to economy as they play a liaison role among borrowers and savers.  

Furthermore they build up the financial structure by making sure that financial 

foundations are encouraging financial trades and are stable. The fundamental 

difficulties to banks of commercial nature are the dispensing of credits and advances. 

Furthermore there is a requirement for banks of commercial nature to adopt 

necessary credit assessment measures to limit the option of advance failure to 

payment since nonpayment of loan reimbursements adverse effects, for instance, the 

investor losing their cash, lose of trust in the system of bank and monetary stability 

(Coyle, 2000). 

Risk likely to face commercial banks not only creates a danger of a crisis in the 

industry of industry but also to market financially . 

 
However, it should be borne at the highest point of the priority list that Banks are 

exceptionally sensitive foundations which depend on customers trust, brands 

reputation and above all unsafe use. In the event that something turns out seriously, 

Banks reputation can fall and frustration of one bank is satisfactory to send stun 

waves directly through the economy. (Keys et call, 2008 and Dell and so on al, 2008) 

The uncertain economic occasions of the past couple of years have had a major effect 

on how associations operate nowadays. Associations that used to work effectively 

with the assistance of forecasts and projections presently refrain from making 

business decisions that are an unchangeable reality. 



34 
 

Risk is the essential driver of powerlessness in any affiliation. Thusly, associations 

largely concentrate on taking risks and controlling them before they even cause 

changes to the business. Risk management can begin from both internal and external 

sources. The external risks are those that are not indirect control of the management 

(Broll, 2002). 

 
"To decrease credit risk it is contended that banks are expected to utilize the "know 

your customer" rule as expounded by the Basel Committee on Banking Supervision. 

(Kunt-Demirguc and Detragiache, 1997." "Legitimate basic leadership by the 

organization of banks may result to moving out credit to business adventures they 

have or with which they are related, to close companion, to individuals with a 

reputation for non-financial comprehension or to meet an individual inspiration, for 

example, developing exceptional relationship with superstars or very much related 

individuals. (Griffith 2002)." 

 
2.3  Empirical  Literature Review 
During 2002 a report titled “A challenge for the New Millenium” was coordinated by 

Edward I. Athman. The report was largely based and cemented on the relevance of 

management of credit risks in the current time frame. 

The high non-payment toll and liquidations are as of now more reasons in risk 

management of credit. The rate of the interest was higher and therefore during 1999 

banks, controllers and market financial specialist considered something which is 

inevitable for various reasons: The measures for current risk management in legal 

area were needed to be of greater importance. 

The institution of data bases on non payments, recuperations and reallocation of 

credit were extremely required. Credit risk alleviation frameworks, for example, 

securitization, credit derivatives and credit protection product were to be developed.  

Chijoringa et al (2004) and MandHakan and Bohdan et al (2004) from UDSM and 

School of Business Sweeden conducted studies respectively on Credit risk 

management framework of commercial banks in Tanzania.  Both primary and 



35 
 

secondary methods of data collection were employed. Findings from the study 

revealed that the key discoveries that the components of Credit Risk Management 

structure in less developed economies insignificantly contrasts from developed 

economies.  The study revealed that some other factors for effective risk management 

structure have to be considered.   However the study went on commenting that 

measures should be taken so as to improve risk management structures and practices in 

Tanzania. 

The studies conducted by Kimei (1998), Basel (2004) and other several studies have 

been conducted relating to the issues of risks management on various financial 

institutions and recognize a few reasons for financial hardship (Credit Risks) in the 

banking industry. Some of these examinations incorporate Brown Bridge and Harvey. 

The study conducted by summers and Wilson (2000) revealed “that between the 

current decade risk management has expanded to the two borrowers and persons 

specialized on loan particularly in developing countries”. This therefore necessitated 

to the various changes and updates in banks and financial institutions policies.   

Helpful exercises ought to be pinched by financial institutions and banks   together 

with their boss from past encounters. Banks should right presently grasp a sharp 

attention to the wants to perceive appraise, screen and manage risks in credit and also 

to affirm that they grasp satisfactory capital against these risks (Basel, 1999). 

However, risk eludes misfortune on account of the borrower's non-installment of 

loan or different types of credit. Risks are largely experienced in the financial 

institutions and banks. Along these lines pursuant to risk management there is both 

an answer and a need in banking activities. 

The global financial stagnation needs the financial institutions and banks to earn 

certainty by the general public for the banks and additionally the banking system in 

general when all is said in done upon control of the government and banks. Then 

again, risks assumed can wipe out expected returns and may result into misfortunes 

to the organizations. 
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These misfortunes could be either expected or unforeseen. Expected incidents are 

those that a foundation knows with sensible conviction will happen (e.g. the ordinary 

default rate of credit portfolio) and are routinely set something aside for somehow or 

another. Astounding disasters are those related with unforeseen occasions (e.g. 

hardships because of a sudden downturn in economy, falling loan fees, catastrophic 

event, or human activity, for example, fear based oppression). Establishment depends 

upon their capital as a base to hold such disasters. Due to this reality, the requirement 

for effective risk management structure in organizations can't be over accentuated. 

Through viable risk management structure, foundations will have the ability to 

propel their risk-return trade off.  

Philippe (2009) directed an examination in Turkey. The investigation was on 

financial strength  implication of risk trade is generally of its own sort. The 

operation, considering the participation's between the various credit risk trade 

markets or instruments, is deficient. There is not many existing examination using a 

credit risk measures which needs quantitative data besides a short history of business 

segments is available. The paper reveals to us the advancement of credit risk 

exchange instruments and its dedication financial soundness of developing economy. 

Jordan (2009) conducted an investigation in Philipine on "Risk management Lessons 

from the Credit Crisis". In the investigation it was revealed that the perfect of doing 

management of risk does not ensure the tremendous misfortune. Probability paying 

little respect to whether reasonable advances are considered. The occasions of 2007 

and 2008 have tinted the mistakes of risk models. Risk models failed for a couple of 

firms for questions like model risk, liquidity risk and counter gathering risk. In 2008 

the mistake of risk models was a direct result of obscure questions, for example, 

regullatory and structural changes in capital markets. The credit crisis supplemented 

the importance of risk management. 

2.5 Risk Assessment 

The study conducted by Andrew Hawkins (19995) revealed that each type of risk 

both external and internal environment should be investigated. A prerequisite to 

assessment of risk is established of objectives linked at various levels. He also 
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described risk assessment as identification proof and assessment of various risk to 

manage. At the point when risk has been recognized an investigation of possible 

impact and resultant level of event must be done.  
 

2.5.1 Risk Measurement 

It is argued that monetary risk measures must begin. The previous list of 

management of risk revealed that standard theory of finance is used and investigation 

is more described as measure of risk. Numerous none market risk face by assessed 

through different displaying procedure (Hwakins 1995). 
 

2.5.2 Monitoring Risk 

A relationship of actual risk level is included in the credit risk management process. 

This therefore implies that the level of bank would be consistently observed.The 

highest point of the priority list that Banks are exceptionally sensitive foundations 

which depend on customers trust, brands reputation and above all unsafe use. Risk is 

the essential driver of powerlessness in any affiliation. Thusly, associations largely 

concentrate on taking risks and controlling them before they even cause changes to 

the business. Risk management can begin from both internal and external sources. 

The external risks are those that are not indirect control of the management (Broll, 

2002). 

2.5.3 Controlling Risk 

The study conducted by Hwakins (1995) revealed that activities controlled are 

providing measures set up that assist to guarantee management mandates are carried 

out within satisfactory parameters.  It is further said that all these help to guarantee 

that prudent actions are made to manage risk to the acceptable risk appetite that is in 

accordance with the purpose of bank. 
 

2.5.4 Risk knowledge 

Understanding Risk Management is the key advance in the administration of risk. 

There must be a typical comprehension over the bank about the part of risk related 

with the banking. The commitment of all of the specialists in the bank about the 

parties of risk related with banking. The obligation of all of the specialists in the 
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bank should be explained to all. There is furthermore a need to set out the duty of 

risk management (Kalapodas 2006). 

 

2.5.5 Risk Management Practices 

 Grasp Risk Management is the fundamental advancement in the administration of 

risk. There must be atypical comprehension over the bank about the segments of risk 

related with the putting aside banking. The commitment of every last one of the 

employees in the bank about the components of risk related with banking. The 

commitment of every single one of the experts in the bank ought to be explained to 

all. There is besides a need to set out the obligation of risk management. 

2.5.6 Risk Faced by United Bank of Africa (UBA) 

There are various kinds of hazard looked by UBA banks. It is indispensable to 

comprehend the various sorts of hazard looked by UBA banks, for instance, liquidity 

risk, administrative risk, credit risk, operational risk, strategic risk, (equity risk), 

residual risk, settlement risk, solvency risk, Country (political risk), foreign- 

exchange risk, legal risk, notoriety risk, focus risk. Despite the fact that perception of 

these risk by the directors could engage them to get ready for the unforeseen 

conditions. In the long run the fundamental instrument in risk management language 

is availability and this must be told at all dimensions of task in bank. 

 
2.6 Conceptual framework 
 
This part displays a theoretical structure of the investigation which basically explains 

and describes the variable used by the examination. Under this part dependent and 

independent variable are enormously examined by demonstrating their relationship. 

Independent variables are the aftereffects of the dependent variables. This implies the 

presence of autonomous factors is the consequences of the dependent variables. 

Different specialists have portrayed nine classifications of risk for bank supervision 

purposes. These risks are: credit, interest rate, liquidity, price, foreign currency 

interpretation, exchange, consistence, strategic, and reputation. Coming up next are 

the intimations to be considered in the examination of Risk Management in bank in 

Financial Institution. 

 



39 
 

 

Figure 2. 1: Conceptual framework or Risk Management
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Risk mitigation  
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Source: Researcher, (2018) based on empirical literature review 

 
2.6. Relationship of variables 
 
2.6.1 Knowledge and awareness 

The essence of Risk management isn't keeping away from or eliminating risk yet 

choosing which risk is to exploit, which ones to let go through to investors and which 

one to stay away from or hedge (Dima and Orzea 2014). Risk management keeps an 

association from enduring unadequate misfortune that can cause disappointment. 

There is a need to decide the level of staff awareness about risk practices and 

whether the risk unit is enough staffed with individuals with require experience, 

specialized capacity and proper accreditation expected to address the risk exposures 

confronting the bank. Training frequently, adequate policy, awareness initiatives, 

learning point will be determined to decide the level of knowledge in the bank Dima 

and Orzea 2014).  
 

2.6.2 Attitude 

In fact, today, a bank must run its activity in view of two objectives to generate profit 

and to stay in business (Morrison, 2005). Effective implementation of the Risk plan 

in any financial institution requires the dedication of the administration and 

employees in their separate occupation rules. The mentality of the administration and 

employees will go far in deciding the achievement/disappointment of the execution 

of risk management practices in a bank. A positive attitude and proactive 

commitment of the administration sets point of reference for a risk conscious culture 

in any financial institution (Hoque, 2004). 
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2.6.3 Risk mitigation 

All things considered the financial segment has risen without much damage. Because 

of the dynamic and complexity quality nature of enterprises business risk 

management, employees are faced with various difficulties in risk mitigation 

processes. The difficulties can be statutory, policy and system based, resource 

oriented, technological and technical expertise with specialized ability expected to 

effectively identify and manage Risk exposures emanating their different activity of 

roles 
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CHAPTER THREE 

 
 

RESEARCH METHODOLOGY 
 
3.1 Study Location 

This study was conducted at United Bank of Africa (UBA) branch in Dar es Salaam. 

The reason for selecting UBA is that, it is a financial institution and one of the 

biggest bank in Africa established 19 compared to other popular banks. In addition, 

UBA have created branches all over Africa such as Nigeria, to provide international 

banking facilities. 

 

3.2 Research Approach and Design 

This   research   used   quantitative and   qualitative   type   of   research. Quantitative 

research includes design, techniques and measures that produce discreet, numerical 

or quantifiable data (Mugenda & Mugenda, 2003). While qualitative research sought 

to describe perspective, opinions, and attitudes as well as challenges that bank in 

counter on risk management. 

 

3.3 Sample size and Sampling Techniques 

3.3.1 Study population 

A sample represent is a group of respondents drawn from the population where the 

opinions or feedback were sourced from. In this case, the sample for this study was 

the United Bank of Africa staffs, who work at the branches located in the City of Dar 

es salaam. It’s estimated that there are 180 UBA employees at Dar es Salaam region.  

UBA staff members were selected because they bear the responsibility of carrying 

out administrative tasks as well as they appreciate better the risk management. 
 

3.3.2  Sampling Procedures 

This examination utilized two inspecting procedure, these are likelihood and non-

likelihood testing. Likelihood examining gives equivalent opportunity to every unit 

of being chosen (Kombo and Trump, 2006). Adam and Kamuzora (2008) hold that 

non-likelihood sampling is based sampling system that does not give any premise to 
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evaluating the likelihood that each item in the population has an opportunity of being 

incorporated in the sample. 

 

• The study  employed probability sampling, where by the simple Sampling 

will be used because it provide an opportunity to each and every member of 

population to have an equal and independent chance of being selected. Hence 

employees how the users of bank service were obtained. The first twenty 

three employees to arrive in the bank’s training sessions which are held every 

Monday at the bank’s headquarters were given questionnaires   and requested 

to participate in the survey. 

• Non probability sampling employed and purposive sampling was chosen for 

the study simply because it involves the selection of those right participants 

who give right information. This is to say respondents who are most relevant 

or knowledgeable in the subject matter, and works with them more 

intensively (Omary, 2011). The respondents of about seven (7) UBA officers 

will be selected under purposive sampling.  They were chosen because they 

had knowledge and are directly involved in risk assurance functions. The 

level of their knowledge and expertise serves as a benchmark to the other 

respondents and the level of risk awareness across the whole bank. 

3.3.3 Sample Size 

As Gupta (2002) brought up, a negligible size alone does not guarantee 

representativeness thus a sample, however were selected sample might be better than 

a huge yet gravely chosen sample. Consequently, the sample size should neither be 

excessively little or excessively enormous. This implies it ought to be optimum. The 

sample size of this study cut across UBA workers who are bank users of Dar es 

salaam branches. The sample sizes of this investigation will controlled by utilizing 

the equation created by Yamane (1967) whereby dimension of exactness of 10% was 

utilized.  

The examination area contained a sum of 30 representatives. In light of these 

information the sample size was obtained as follows;- 
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n =N/1+N (e) 2 

Where: n = sample size 

N =Number of members e=Level of precision 

Hence, sample size of employees using bank services is 100 and level of 

Precision of 10% used was obtained manageable respondents. Thus, n=89454/ 

{1+89454{0.1}2} =100 

3.4  Methods of data collection 

3.4.1  The Source of Data 

In order to obtain required information, both primary and secondary sources of data 

collection were used. The primary data are those which are collected direct from the 

field (Adam & Kamuzora, 2008). Hence, for the objective of the study data and 

information were gathered from the study area. Therefore, primary data in this study 

were collected direct from the field using questionnaire method. 
 

The secondary data, on the other hand, are those which have already been collected 

and analyzed by another party and which have already been passed through the 

statistical process (This Ut, 2013). In this study secondary data was obtained from 

pamphlets, journals, books and internet. 
 
 

3.5  Data Collection Instruments 

3.5.1  Interview Method 

In order to gather some relevant information of the study, a researcher used an 

interview. The interview method enabled the researcher to interact with the person to 

better understand their response and it is useful when the researcher needs more in-

depth information about a person’s attributes, knowledge and attitudes 

(SenteretAl,2010). In this study the interview covered respondents who are the staff 

members responsible for risk management service. 
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3.5.2  Questionnaires Method 

A questionnaire is a methods for bringing out the sentiments, convictions, 

experience, recognitions, or attitude of few sample of individual (Key, 1997).Also it 

is an examination instrument involving a movement of inquiry; it could be open 

finished and shut finished inquiries. In this examination the survey that was utilized 

to include are both open finished and close finished inquiries. Close ended 

questionnaire was easy to administer and analyze hence economical in terms of time 

and money where as open ended questions was however difficult to examine, 

invigorate an individual to think hence respondents have given a comprehension into 

their feelings, premiums, and choice (Mugenda&Mugenda, 2003). 
 

The questionnaire for employees who are the user of bank service was comprised of 

four parts. Part1was been used to gather demographic information of the participants, 

such as sex, age, academic qualifications, experience in risk. Part2 was been used to 

find out employees knowledge regarding the risk management department. Part3 was 

been used to find out employees attitudes towards risk campaigns for bank security. 

And last Part 4 was been used to find out challenges faced by the customers in using 

UBA bank service. Also Likert scale were employed; the questionnaire were adopted 

a point Likert scale format to assess factors hindering effective usage of risk 

management in UBA bank. Where the Likert scale were defined as 4 = strongly 

agree, 

3 = Agree, 2= Disagree and 1= Strongly Disagree.  Also 4 = very competent, 3= 

Competent, 2 = somehow competent, 1 = Not competent. 
 

3.6  Data Processing, Analysis and Presentation 

3.6.1  Data Processing 

Processing implies editing, coding, classification and tabulation of collected data so 

that they are amenable to analysis. The collected data was been edited, compiled, 

classified, coded and summarized manually in order to eliminate errors. Moreover, in 

order to draw conclusion data were collected from the primary source using the 
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structured questionnaire and summarized, edited and coded before entering them into 

a computer for analysis. 
 

3.6.2  Data Analysis 

Qualitative and quantitative methods were used by the researcher to analyse the 

obtained data. Both descriptive and analytical analysis was used. The study presents 

the finding using frequency table and graphs. The study has also used some 

statistical test like Chi- square to test the relationship between the variables. Cross 

tabulation is also used for comparison purposes. The data were analyzed using a 

statistical package called SPSS and Excel latest version. 
 

Qualitative information, particularly those related to employees attitudes towards 

using risk department as well as the   challenges faced by the employees in the 

implementation of risk management best standards in their day to day operations was 

been analyzed using content analysis. After collecting the data a researcher read 

carefully the collected data and key issues was recorded. Followed by data 

organization was done through coding by assigning numbers. 

Quantitative analysis was to be done by using statistical package for social sciences 

(SPSS) software. Quantitative data was generating by using frequency, Descriptive 

and multi response statistics as well as multiple liner regression in SPSS. Hence 

percentages which are easy to calculate were used because they allow showing 

relationship and making comparison.  

Furthermore this research was intended to use Likert scale to collect and analyze the 

numerical data. All items related to altitude held by the questionnaire were adopt a 

four point Likert scale format where by the Likert scale is defined as 4 = Strongly 

Agree, 3 = Agree, 2 = Disagree, and 1= Strongly Disagree. Also 4 = Very competent, 

3 = Competent, 2 = Somehow competent, 1 = Not competent. 
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3.6.3  Data Presentation 

The analyzed information was displayed inform regarding tables just as reference 

charts. Further the frequencies and percentage was utilized to outline the information. 

In addition, discussion of discoveries, conclusion and recommendations was based 

on the interpretation of tables and bar graphs. 

 

3.7 Reliability and validity issues 

3.7.1 Reliability of the Instruments 

The analyst utilized the instruments which are consistency. Tools are estimating what 

is planned to be estimated. Therefore interview, narrative audit and polls are the tools 

which are utilized following acceptable methodologies that brought about giving 

completely anticipated result. 

 

3.7.2 Validity of the Instruments 

Inclusion and relevance of instrument for the issue under this investigation was 

exposed to content legitimacy as a procedure; approval included gathering and 

dissecting information to evaluate the accuracy of an instrument. Therefore in this 

examination the legitimacy of the instrument shall be resolved through verification of 

experienced specialist from recognized research division. Since content legitimacy 

involves a degree to which question in instrument spread ground to be investigated 

and pass on the expected significance to respondents (Cohen et al, 2000). In this 

setting accordingly, the instruments expected to be utilized are polls, documentary 

review and interviews. 

 

3.8 Ethical Considerations 

In this examination individual were treated as self-governing operators, the analyst 

guaranteed the subject received a full disclosure of the nature of the investigation, the 

risks, benefit and alternative, with an extended opportunity to ask questions. 

Additionally, an individual with decreased autonomy was qualified for protection; 
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People with weakened autonomy were not compelled to take an interest in an 

exploration. In this manner the essential moral guideline in information accumulation 

was not harmed. Rather it will originate from members as the result of their interest 

in the investigation. In this examination, the accompanying moral issues were taken 

into consideration. 

 

3.8.1 Research Clearance  

The analyst watched every basic method to start the examination. Letters for research 

clearance achieved from the Vice Chancellor Mzumbe University Dar es Salaam 

Campus. 

3.8.2 Confidentiality 

Members were guaranteed of either individual or business name not to be perceived 

in the examination report. Nevertheless, all references refered to were under the 

respondents' consent. Notwithstanding that, the researcher guaranteed respondent's 

right of either to participate or not in the investigation. Generally the utilization of 

information to be acquired was for academic purpose only, as (Cohen, 2006) says the 

analyst ought to guarantee respondents before gathering information. 

 

3.8.3 Informed consent 

The scientist guaranteed informed consent by giving reasonable description 

regarding the exploration topic, purposes and objectives of the examination (Kothari, 

2004). By so doing, members comprehended the aim and significance of the 

investigation, effectiveness of the interview. Furthermore, the scientist educated 

respondents their inclusion in the investigation was voluntary in this way; they are 

permitted to withdraw at anytime during information gathering. 
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CHAPTER FOUR 
 

DATA ANALYSIS, PRESENTATION AND DISCUSSION 
 
4.0 Introduction 

This part clarifies the introduction of the information gathered, investigation of the 

information gathered by specialist from the field of the examination, and furthermore 

dialog of the information obtained by analysts in the field. The information obtained 

from the field was presented in accordance examination objectives. These were 

introduced as follows: 

4.1  Demographic profile of the respondents 

The researcher asked respondents to indicate their appropriately demographic 

information. In responding to the demographic information respondents had the 

following to indicate therefore general responses of the respondents were presented 

bellow in table4.1. 

 

Table 4. 1: Demographic profile of the respondents 

Demographic 

 

characteristics 

Categories and 

description 

 

of characteristics 

Number of respondents 

Gender Female Male 30 

 13 17  

Age 18-35 14 

 36-50 14 

 51 above 2 

Education level Degree 24 

  Diploma 6 

  Certificate 0 
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4.1.2  Gender of respondents 

It can be observed that from the table 4.1 respondents equivalent of thirteen (13) 

were  female  gender  while  respondents  equivalent  to  seventeen  (17)  were  male 

gender. The data suggest that there was different between the number of Female and 

Male used for this research. It was realized from the finding of the study that, there 

were many Male who are working in bank sector more than Female. This implies 

that many questionnaires were answered by the Male who were majority followed by 

the Female who we’re minority’s. 
 

4.1.3 Age of Respondents 

Moreover, it can be observed from the table above that workers with different age 

responded to the questionnaires. The table shows that from 18-35 were fourteen (14) 

workers, while age of 36-50 were fourteen (14) and 51 above were two (2). The 

implication is that the questionnaires was answered by the workers from 18-35, 

followed by 36-50 then 50 and above. 

 

4.1.4   Education Level 

This question established the level of education of the respondents in order to know 

the level of skills and knowledge of workers in relation to their performance at UBA 

Bank. 
 

The above table 4.1 indicates the Education level of the workers at UBA bank 

Tanzania as, workers with Degree were twenty four (24) followed by Diploma who 

were six(6)and those with certificates were non. 

4.2  Workers banking Experience at UBA bank 

Respondents were asked about their working experience at the bank, in order to 

know the time and how they can be potential on finding about Risk management. 

Mean while researcher got the assistance information concern the level of banking 

experience they have. Less than five years were five (5) while five to ten years of 

experience where eighteen (18) and more than ten years where seven (7). Some also 

give their experience from other department where they spent most of their time like 
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Figure 4. 1: Demographic profile of the respondents 
 

 

 

 

 

 

 

 

 

 

 

 

4.3 The   Level   of   Risk   Management   knowledge   in   facilitating Financial 

transaction 

Also respondents were asked about the extent of the knowledge/awareness of 

employees with regards of risk management in financial transactions that are the part 

and parcel of their banking operation.  They responded with diverse understand as 

it’s shown on the bar below. 
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Figure 4. 2: Risk Management Level in facilitating financial transaction 

 

 

 

 

 

 

Thefindingwheninfigure4.2.2,revealsthatlessoftenmajorityoftheUBA 

workersare knowledgeable whenitcomestoRiskmanaginginbankservicesto 

facilitate  their  financial transaction which account for 73.3%  while 23.3are 

sometimesusingRiskdesksservicesand3.3%   rarelyobservedtheuseofRisk 

Management. 

 

This finding show that more than half of UBA workers in this study are aware of  

 

Risk Management service. 

UBA workers were asked to provide both knowledge and their skill in Risk 

Management services. The result in table 4: 2.1 show that majority of the workers are 

competence in operating Risk desk through their computers. That means they are 

competence in checking the balance into their account, depositing money into 

account, withdraw money into account and transfer funds from their account to 

another account with the means scores of 3.02,3 .11,3. 21 and 3.06 respectively. 
 

The finding implies that UBA workers in this study area are competent in  using 

computer for banking services because they have acknowledge regarding checking 

the balance into their  account, deposit money  into account, withdraw money into 

account, transfer funds from their account to another account. Where by competent 

were 63.3%, followed by somehow competent were 23.3% then very competent 
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were 13.3% of all they were no illiterate when it comes to matter concerning banking 

facility of operation. 

A similar study was conducted by Masamila (2014) who identified the obstacles for 

Risk management in banking in Tanzania. The results revealed that, fear of security 

risk such as viruses into the computer and other form of malware, poor privacy in 

data protection, poor knowledge on password protection and fear of harassment was 

among the obstacles which hinder operation in banking in Tanzania. On the other 

hand the finding shows that workers are somehow competent regarding their ability 

to operate and activate their account, ability to make utility payment like Dawasco, 

awareness of service charge incurred per each transaction, ability to make any other 

periodical payment like TRA, ability to operate agent services offered from another 

bank with the mean of 2.22, 2.45, 2.12, 2.14, 1.98 and 2.27 respectively. 

These results imply that most of the workers in the study area have got a little 

knowledge regarding risk management, because most of them indicated somehow 

competent in using Risk desks  which have direct effect on  the workers to use and 

adopt bank facility. 

4.4 Workers attitude towards Risk Management 

Among the most important finding on this research is to investigate the employees 

attitude towards Risk management at UBA bank, the respondents were asked about it 

and deliver the way they operate at the bank. The indication on these answer has 

been explained as follow. 
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Figure 4. 3: Workers attitude towards Risk Management 

 

 

 

 

 

 

 

 

 

 

 

The results revealed that in table 4. 6 indicated that “workers have positive attitudes 

towards the use of Risk management services in facilitating their financial 

transaction, since most respondents felt comfortable using Risk desk banking to 

facilitate financial transactions, while others they just like using bank account, some 

believed that using Banking would make the services more interesting and also 

Banking save time and effort with the mean scoreof3.22, 3.11, 3.30, 3.07 and 3.16 

respectively”. 

This results shows that UBA workers have positive attitude toward the use of Risk 

Management in Bank services in facilitating their financial transaction. In relation to 

this study, in India Safeena et al, (2012) conducted a study about technology 

adoption and Indian Workers. The finding from the study revealed that convinience, 

ease of use of the system awareness about risk management in bank and risks related 

to it are the main perusing factors to accept desk in banking system. Hence these 

factors which have emerged in the study have a strong and positive effect on workers 

to accept risk department in   bank system and it operation in financial transaction.  

Also similar study was conducted in Tanzania by Mboma & Phelician (2012) about 

the attitude, usage of Risk management services and workers satisfaction.  
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The results obtained indicated that awareness of Risk management department bank 

service contributed to positive attitude on the services offered. 

35.2% of the respondents said they were satisfied, an indication of positive attitude 

toward bank services. 

Again as presented in the table 4.2.3 some UBA workers disagreed with these 

statements and most of  the customers disagreed that Risk management cannot 

improve the quality of financial transactions., I do not trust Risk desk application in 

bank, Risk Management is not conducive to enhance financial transaction because it 

creates technical problems, If something goes wrong I will not know how to fix it, 

Risk desk is better than Customer care desk, Limited knowledge on how to make full 

use of Risk desk banking and Limited understanding on how to operate risk 

management  with mean score of 2.35,2.44, 2.55,2.58, 2.68, 2.71, 2.85 and 2.73 

respectively.  

This shows that workers had negative attitude towards the use of Risk management 

to facilitate their financial transaction. Similar to this study Okeke (2013) made a 

study on perceived Risk/Security and representatives Involvement with Electronic 

Payments in Nigeria. The investigation shows an order of E-payment representative 

in Nigeria based on high and low association and to discover the apparent 

risk/security factors that are prevailing in the classification. 

The investigation found that time-misfortune risk and security are the most dominant 

in grouping Risk management workers though these two components are the 

predominant yet the discriminate-structure matrix demonstrate that the seven 

elements (perceived risk/security factors of psychological quality risk, time-

misfortune risk, financial risk, physical risk and security) are significant as they all 

contribute to the classification. With these consequences of this investigation have 

implication for banks and policy makers toward guaranteeing that Risk management 

are secure and that the risks associated risk desk transactions are minimized. 
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4.3 Challenges faced by the UBA in adhering Risk Management practices 

during their daily operations. 

Respondents were asked about the challenges that they face at work, which later they 

will be used to make some changes and improve in their daily operations. Each one 

of them explains it’s on its way as it shown on the bar chart. These was among the 

important question from the researcher in order to find the solution 

 

Figure 4. 4: Challenges faced by the UBA in adhering Risk Management 

practices 

 
 

Challenges faced by the UBA workers in using Risk management in their 

transactions (N=92). 

In assessing challenges faced by the UBA workers in using Risk management in 

their financial transaction, workers were provided with the questionnaire to tick the 

statements related to workers challenges faced by the UBA workers in using Risk 

department in the study area as follows. 
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As shown in Table 4.7, the findings in the study have revealed that, lack of technical 

support in case of system failure, Poor network provided by network operators hence 

un reliable access to network, Slow connectivity during financial transaction, Poor 

training on provision of banking knowledge, Poor customer service offered, Lack of 

pre-stated details of the cost of  transactions, Limited knowledge on how to make full 

use of Risk management in banking, Limited understanding on how to operate risk 

desk in banking, Poor training on provision of Risk management in banking 

knowledge,   Were the   challenges agreed by the UBA workers to occur with the 

mean score of 3.18, 2.85, 3.12, 3.05, 2.89, 2.87  respectively. In connection to this 

study Bamoriya & Singh (2011) conducted a study about issues and challenges in 

Banking in India.   

The results indicated that majority of the respondents (81.36% ) strongly agreed to 

the statement that bank facility is an issue on Risk management in banking.  Other 

findings showed that, “about 64.83% respondents think that Risk management the 

bank is not secured and further that there was no privacy of data. Also 59.08 % of the 

workers strongly agreed that risk management in banking service standards are 

lacking among banks which makes not easy to do transactions in banking from 

multiple service providers”.  With this results confirm that, perceptions regarding the 

issues of security make workers to fear and uncomfortable to some of the equipment 

in the banking. Hence were observed to be the hindering factors in supporting Risk 

management services in the study area. 
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CHAPTER FIVE 
 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 
 
5.1 Overview 

This part outlines fundamental findings of the study and draws major conclusion and 

real determinations based on the main findings of the investigation. The section 

likewise provides suggestions to activity and for further research. 

 

5.2 Summary of the study 

This study sought to investigate factors hindering usage of Risk management 

services in united Bank of Africa, Dar es Salaam branch. Specifically the study was 

intended to assess workers knowledge about Risk management in facilitating 

financial transaction, to investigate workers attitude about risk department, to explore 

challenges faced by workers in using Bank facilities services in the study area. In 

achieving research objectives, the study had three research questions.  

 

The study employed quantitative and qualitative research approaches under cross-

sectional survey design. Purposive and simple random sampling techniques were 

employed to obtain participants of the study. Purposive sampling technique was 

employed to get key informants. Further, simple random sampling was employed to 

select participants (UBA workers) of the study. A total number of 30 workers out of 

100 workers were participated in the study. Data were collected through 

questionnaires and documents reviews. Data were first, analyzed quantitatively using 

the Statistical Package for the Social Sciences (SPSS). Frequencies  and percentages 

were used  to investigate challenges that workers they get when saving the clients in 

banking services in United bank of Africa, other data were qualitatively analyzed 

where by content analysis was employed. 

 

5.3 Summary of major findings of the study 

The larger number of the respondents was youths and adults. While there was no 

workers with age below 18 years old, at about 50 % were ranged from 18 to 35 years 
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old. The sampling was gender responsive where 54 % of respondents were males and 

46 % of respondents were females respectively. The majority 45.3 % had saving 

accounts compared to current accounts connoting that the decision to use bank 

services relay to any account possessed by a customers. At about 83.7 % of the 

population attended formal schooling therefore could read and write connoting being 

able to enough for a person to explore factors which hindering risk management 

services. 
 

Also in assessing workers knowledge about Risk management in facilitating their 

financial transaction in the study area,  the finding shows that workers are somehow 

competent regarding their ability to operate and activate their account, ability to 

make utility payment like Dawasco, awareness of service charge incurred per each 

transaction,  ability to  make  any other  periodical  payment  like  TRA  ,  ability to 

operate agent services offered from another bank with the mean of 2.22, 2.45,2.12, 

2.14,1.98 and 2.27 respectively. These results imply that most of the workers in the 

study area have got a little knowledge regarding risk management, because most of 

them indicated somehow competent in using Risk desks which have direct effect on 

the workers to use and adopt bank facility. 

On top of that, in assessing the attitude of UBA workers towards the use of Risk 

management services in the study area. Some of the workers possessed positive 

attitudes towards the use of Risk department in facilitating their financial transaction, 

since most respondents felt comfortable using Risk department to facilitate financial 

transactions, while others they just like using Risk desk, some believed that using 

Risk department would make the services more interesting and also make good name 

to the bank compare to other banks when it comes in save time and effort with the 

mean score of 3.22, 3.11, 3.30, 3.07 and 3.16 respectively. On the other hand some 

of the UBA workers had negative attitude by disagreeing with some of the statements 

and most of the workers disagreed that Risk department cannot improve the quality
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Of financial transactions., I do not trust Risk department application because it is not 

conducive to enhance financial transaction also it creates technical problems, If 

something goes wrong I will not know how to fix it, Computer is better than Pools 

survey, Limited knowledge on how to make full use of Risk management and 

Limited understanding on how to operate computer service in banking with mean 

score of 2.35,2.44, 2.55, 2.58, 2.68, 2.71, 2.85 and 2.73 respectively. 

 

In assessing challenges faced by the UBA workers in using Risk department in their 

financial transaction, workers admitted that all the challenges hypothesized 

contribute to the decision which hindering the use of Risk desk in the study area. 

Because  the findings in the study have revealed that, lack of technical support in 

case of system failure, Poor network provided by network operators hence 

unreliable access to network, Slow connectivity during financial transaction, Poor 

training on provision of Risk management knowledge, Poor customer service 

offered, Lack of pre-stated details of the cost of the transactions, Limited knowledge 

on how to make full use of Risk department Limited understanding on how to 

operate computer in banking   ,Poor training on provision of Risk management 

knowledge, Lack of accessibility to risk  expertise, Lack of name  confirmation 

when transacting, Making transaction during night hours is very challenging,  Cost 

of using Risk department is high compared to direct transaction, Delay of 

notification message after making transaction hence  create fear was identified as 

challenges agreed by  the UBA workers to occur frequently with  the mean score of 

3.18, 2.85, 3.12,3.05, 2.89, 2.87, 3.22, 3.11, 2.28, 2.83, 3.04, 2.71, 2.78, 2.85 and 

3.01 respectively. 
 

Generally, it was observed that lack of clear knowledge regarding the operation of 

Risk department among UBA workers observed to be hindering factor towards it use. 

Also present of negative attitude toward the use of Risk service among workers in 

UBA contributed to low or none use of Risk desk services to customers. Last but not 

least, it was observed that presents of challenges facing UBA workers in using Risk 

desk services pushes customers from not using the services. 
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5.4 Conclusion 

Basing in the finding it is true that the use of Risk department   contribute to the 

saving of time and effort, despite the cost incurred per transaction is higher. 

However, success full implementation of Risk desk is much related to the 

knowledge, attitude and challenges faced by the workers when trying to reach the 

Risk desk. 
 

In this study it have been evidenced that lack of clear knowledge regarding the 

operations of Risk department among UBA workers observed to be one of the 

hindering factor towards it use. Also present of negative attitude toward the use of 

Risk desk among workers in UBA contributed to low or none use of Risk services 

among workers. Furthermore, it was also observed that presents of challenges facing 

UBA workers in using Risk desk pushes customers from not using the services. 

 

5.5 Contribution of the study 

Several studies have been done regarding factors affecting usage of bank service 

because of the risk that happen in transaction. However in this study have also 

attempted to acknowledge factors which hindering usage of risk department in 

United bank of Africa. It is so because almost all commercial banks in Tanzania have 

embraced the use of Risk department and also most of the empirical work does not 

provide sufficient information using different research tools. Also, evidences from 

different literatures have acknowledged that Risk management is impacted with 

many benefits which include reduced time of transaction and the need for physical 

bank branches (Kiura etal, 2012). 
 

• The present study aimed to make contributions to the field of Banking which 

is helpful in improving the services providers to possess proper knowledge 

and identifying challenges which hinder proper implementation of  Risk 

department among workers towards the customers their serving in Tanzania. 

• On top of that, the present study intends to make contributions on the 

attitudes of the UBA workers towards the use of Risk department, because it 

is believed that attitudes  and perceptions of  UBA workers  are very  
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important in understanding factors which hindering and affecting     

customers’ willingness to use Risk department in the study area. 

• The present study adds on the existing literatures which are helpful to the 

academicians by getting more references in future when carrying out research 

on similar or related topics. 

• In addition, the study is available to provide useful information to the UBA, 

development planners, policy makers, and the community so as to enhance 

the use of Risk department as expected. 
 

5.6 Recommendation for policy and practices 

The following recommendations are put forward in order to continue to investigate 

factors hindering usage of Risk management in United Bank of Africa in Tanzania. 

They include the following;- 

• First and foremost there is a need of providing training to workers, training 

should be clear to workers in order to have required knowledge which 

enables them to manipulate the Use of Risk department services when they 

are alone. 

• The bank needs to engage in continuous sensitizations to its staff on policies 

and best practices that are ongoing in the banking industry. 

• Management needs to create a more pro- active culture with regards to risk 

related issues. Business related units viewed risk management sometimes as a 

barrier to driving forward the business. 

• Also, bank officers need to have good language and good customer care when 

providing the training to their customers about Risk management because all 

these contribute to the willingness to use their bank for good reputations. 

• United Bank of Africa need to communicate with other banks providers so as 

to clear doubt about security and related issues which affecting efficient 

provision of the use of Risk department. 
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• Government need to improve its policy through BOT and TCRA, while 

providing proper environment for Foreign bank system to operate 

5.8 Recommendation for further research 

The current study based on small sample size taken from only one bank (United 

Bank of Africa). Therefore, the results cannot be generalized to other Banks in 

Tanzania especially in the analytical terms. Therefore, the following areas are 

recommended for further research; 

a. Bigger scale with large sample size could shed light on factors hindering 

usage of Risk management in banking services in Tanzania 

b. But also other researchers may use qualitative approach to come up with 

factors hindering usage of risk management services in Tanzania because 

attitudes and feelings are best explored using interview guideline rather than 

questionnaires. 

c. Other area to be investigated is on the customers ‟readiness regarding the 

usage of” 

d. Risk management services in Tanzania. 
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QUESTIONNAIRE 
 

Questionnaire for UBA workers 
 

Dear respondents, I am  Kelvin Nguma, a student at Mzumbe university -Dar 

Campus 2016-2018 pursuing a Master’s degree in Business administration in 

Corporate Management. I am conducting a research study about Risk Management 

in banksin Tanzania at the United Bank for Africa(Tanzania branch) .I kindly ask 

for your cooperation to make this study successful. I assure you that the 

information provided will be treated with strict confidentiality.  

Part 1: Profile for UBA workers  

Name:……………………………       Department……………………. 

Please tick (√) wherever appropriate 

1. Sex  

a. Male (    )  

b. Female (     )   

2. Age 

a. Range 18-35 (    ) 

b. Range 36-50 (    ) 

c. Range 51-above (  ) 

3. Education level of respondent  

a. Degree    (    ) 

b. Diploma (    ) 

c. Certificate (   )  

d.  secondary level (    ) 

4. Can you please tell me your level of banking experience? 

a. Less than five years (    )  

b. Five to ten years  (     )  

c.  More than ten years (         ) 
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Part 2: Level of Risk Management Knowledge in facilitating financial 

transactions 

Please indicate your level of banking use in facilitating financial transactions 

(i.e. both your knowledge of and your skill in serving the customers in  

banking) regarding each of the following statements.  Make sure to respond to 

every statement.  

Statement Frequently(1) Sometimes(2) Rarely(3) 

 

Using of UBA 
bank transactions 

   

 
Statements Not competent  

(1) 
Somehow 
competent  
(2) 

Competent 
(3)  

Very competent 
(4)  

Checking the balance into your 
account 

    

Depositing the money into 
your account    

    

Withdraw the money from your 
account   

    

Transfer funds from my account to 
another account  

    

Ability to operate and activate 
your account in your facilities  

    

Ability to make utility 
payments 

    

Awareness of service charges 
incurred per each transaction 
made in your account 

    

Ability to operate services 
offered in your bankaccount 
e.g. e- channels 

    

Ability to make any other 
periodical payments like TRA 
payments 

    

Ability to operate agent services 
offered from another bank 

    

How would you rate the risk 
skillset of the risk managers in 
your bank 
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Briefly detail the risks prevalent in your area of work 
…………………………………………………………………………………….…
…………………………………………………………………………………. 

 
Please can you provide other details relevant to questions in part 2. 
 
………………………………………………………………………………………
………………………………………………………………………………………
………………………………………………………………………………………
……………………………………… 
 

Part 3: Workers Attitudes towards Risk Management  

The following statements relate to attitudes towards the use of Risk 
management to drivebanking operations. Tick only one alternative for each 
of the statement on the Likert scale. Make sure to respond to every 
statement.  

Workers Attitudes towards Risk 
management in the bank 

Strongly 
Agree 
(4) 

Agree 
(3) 

Disagree 
(2) 

Strongly 
Disagree 
(1) 

I feel comfortable dealing with the 
Risk management department. 

    

Risk management schedule 
theirtime and effort to support the 
business units. 

    

Risk department cannot improve the 
quality of financial services. 

    

Constant training would make the 
risk related sensitizations  more 
interesting. 

    

I do not trustthe risk unit guidance 
in  supporting the business units. 

    

It would be hard for me to learn risk 
best practices if the 
policies/laws/regulations won’t 
change 

    

I like engaging the risk department 
for their inputs in business related 
issues risk. 

    

Risk management meets your 
banking transactional needs 

    

Risk management is an obstacle to 
business 

    

The risk department is a business 
enabler in our bank 

    

Risk department unit is better  in our 
bank compared to otherpeer banks 
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Please can you provide other details relevant to questions in part 3? 
 
………………………………………………………………………………………
………………………………………………………………………………………
………………………………………………………………………………………
……………………………………… 
 
 
 
Part 4: Workers challenges towards the application of  Risk management at 
work 
 
The following statements relate to workers challenges towards the use of 
Risk management in banking. Please tick only one alternative for each of 
the statement on the Likert scale  
 

Workers challenges towards the 
use of Risk management 

Strongly 
Agree 
(4) 

Agree 
(3) 

Disagree 
(2) 

Strongly 
Disagree 
(1) 

Lack of technical support in case 
of IT risk related system failure 

    

Limited resources assigned to risk 
department to support business 
operations 

    

Limited understanding 
onprocedures/set policies 

    

Management’s level of pro 
activeness in promoting the risk 
culture 

    

Are risk managers qualified     
Lack of sound risk advice relating 
to policy/regulations/laws 

    

 
Please can you provide other challenges regarding the risk management department 

faces ? 

………………………………………………………………………………………

………………………………………………………………………………………  

 


