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Abstract

Corporate governance structures are the systems and regulations created
within an organization, to help guide the decision-making processes. This
help in determining the respective roles to be played by various stakeholders
in the organization. Corporate governance has been shown to have an impact
on the performance of state corporations. However, most of these studies
concentrate on the board structures and how they affect the financial perfor-
mance of the organization in respect to Return on Equity, Return on Assets
and Tobin’s Q. This research 4.2 Corporations in the education sector in
Kenya. This area is least studied especially being a service-oriented and large-
ly non-commercial sector. The objectives of the study are to establish the in-
fluence of CEOs attributes on performance, examine the influence of board
structure on performance and find out the impact of the audit committee on
performance of state corporations in Kenya. The study targets 171 respon-
dents across 27 sampled state corporations under the education sector in
Kenya. The respondents are drawn from senior and middle level managers,
finance and account officers and internal audit staff. The 27 state corpora-
tions were selected using a stratified random sampling technique from the
target population of 45 state corporations. The data was collected for the
three objectives with specific questions on Board diversity, attributes of the
CEO, Independence of the Audit Committee. The data collection tool used a
close-ended questionnaire, there were 134 questionnaires returned out of the
targeted 162, through a drop and pick method. The data collected was
cleaned, coded and posted to SPSS Ver 23 for analysis. A regression model
was applied to analyze the existing relationship between the variables; inde-
pendent variables: CEO Attributes, Board Diversity and Audit Committee ef-
fect on the organizational performance being the dependent variable. Diag-
nostic tests were conducted to check for normality and multicollinearity. The
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study found that CEOs attributes, Board of directors’ diversity and audit
committee had significant effect at a = 0.05 and contribute 27.7% of varia-
tions of performance in state corporations in education sector in Kenya. The
study therefore recommends that, for enhanced performance of state corpo-
rations in the education sector in Kenya, stakeholders should appoint CEOs
with rich experience, boards with diversity including gender and audit com-
mittee members who have higher qualifications especially, professional quali-
fications.
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Corporate Governance, Diversity, Independence, Attributes, Performance

1. Introduction

The business place has become a continuously changing arena, from the way it is
conducted to the way it is managed. With growth of expanding impersonal me-
dium of communication and logistics, for instance, the emergence of online
business has eliminated the national boundaries, creating a global marketplace.
There is need for more transparency to sustain the trust of consumers, custom-
ers and suppliers, as well as that of the other stakeholders, including the gov-
ernment. This has also expanded the capital-raising catchment and effectively
grew the number of shareholders for respective corporations. This has seeming-
ly, made the management less aware of whom they really should account to, in
regard to the stewardship of the corporations.

Governance being exercise of power in management of both economic and
social resources for human development that is sustainable has become a critical
area of concern for countries and economies. At the corporate level, it is more
about providing certainty in leadership through processes and systems, towards
harnessing the relationship between various stakeholders. It is evident in the set
of rules and regulations that create such systems and processes. The main objec-
tive of this is to provide transparency to all stakeholders and accountability for
various players especially management. State corporations as well must fit the
same bill. However, there seems to exist a phenomenon where the management
ignores their accountability to the public. The CEOs normally report to Boards
appointed by political offices and play deaf to the public behind these political
offices. The level of accountability has therefore seemed diluted given the mega
scandals that are reported in some state corporations in recent years (Onyango,
2018). This leaves the question begging in respect to the performance of these
State Corporations, do they deliver on their respective mandates, and do they
effectively disclose their undertakings and financial performance in a manner
satisfactory enough to deter such scandals. It is also of concern how the man-

agement of the State Corporations addresses the stewardship of the assets as well
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as financial resources placed under their charge.

Good Corporate Governance in State corporations is expected to help stem
many of these challenges. The practice of corporate governance in these entities
has strengthened with the government issuing guidelines on conduct and the
constitution of the boards. This was meant to enhance the accountability of
management. To enhance transparency, the IPSAS Board also issued standards
on disclosures of corporate government structures put in place as well as board
and management expenses in the respective State Corporations. It has also guided
minimum disclosures on financial matters in reports. These concepts have been
faced with challenges with various boards being dismissed or expired without
replacement, as well as appointments with heavy political influence. The reports
of the Auditor General on some failures to comply with proper stewardship of the
state corporations have not placed as heavy burdens on the CEOs as should have
been the case. This study therefore is designed with a perspective of under-

standing the impact on performance of these entities given such gaps.

1.1. Corporate Governance Structures

Corporate governance is the system of rules, practices and processes by which a
firm is directed and controlled. It essentially involves balancing the interests of a
company’s many stakeholders, such as shareholders, management, customers,
suppliers, financiers, government and the community. Since corporate gover-
nance also provides the framework for attaining a company’s objectives, it en-
compasses practically every sphere of management, from action plans and in-
ternal controls to performance measurement and corporate disclosure.
Corporate governance structures represent the systems set in place to help
guide the decision makers of an organization and monitor activities in light of
respective and diverse interests. It is deemed as anything that affects the deci-
sion-making process of a company that can impact any of the stakeholders (Jor-
dan, 2013). It is a relevant factor across many fields including finance, account-
ing, strategic planning and management (Larcker, Richardson, & Tuna, 2007).
Good corporate governance in a business may determine its success or failure. It
is the best indicator of well-managed, progressive and strategic businesses.
Corporate governance gained focus as an emerging issue initially in the Unit-
ed Kingdom. In 1992, the infamous Cadbury Committee was formed to help ad-
dress situations where companies trampled down the interest of other stake-
holders in a sequence of corporate scandals that happened. The Cadbury report
was received as a code of practice for companies quoted in the London Stock
Exchange. It was kept as matter of advisory that one was to explain if they did
not feel a certain component of the code affected them. The American attempt
was viewed as having been impaired by participation of those who felt such reg-
ulations would hit back at them (Jordan, 2013). However, their report elicited a
global movement to provide structures to guide corporate governance spear-

headed by Organization for Economic Cooperation and Development (OECD).
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This was supported in America, the United Kingdom, Germany, and France
among other key economic movers in 1999. The heads of the American and the
UK endeavor, Millstein and Cadbury, served a major role to advocate for im-
plementation of the structures across the world.

With the onset of the financial crisis that happened in 1997 and 1998, the
World Bank and the International Monetary Fund (IMF) fronted the OECD
structures as among the standards to be adopted in all countries. This was how-
ever met by the diversity in interpretation of various terms. The other challenge
was that most Multinationals in Asia were state-owned and the structures were
not apparently designed with such organizations in focus. As it appeared that
companies adopting the structures were able to inspire favorable responses at the
stock exchange, the Chinese adopted them in order to benefit both locally and
internationally. Corporate governance affects the development and functioning
of capital markets and exerts a strong influence on resource allocation. In an era
of increasing capital mobility and globalization, it has demanded principles and
structures to help achieve enhanced industrial competitiveness across countries
and economies (Maher & Andersson, 1999).

In the region, Uganda has faced disruption of business through corruption
and related corporate governance failures. These included banks as well as major
entities. The society sought increased transparency in organizations and their
conduct of business. The Central Bank of Uganda also made it compulsory to
have the key corporate governance structures disclosed by banks in their annual
reporting (Musaali, 2012). Equally in Tanzania, there have been failure corporate
governance structures with reported collapse of a number of corporations. Fraud
and lack of social responsibility have characterized such organizations. The ex-
ploratory study on corporate governance in Tanzania noted lapse in Audit
committee lapses, and skewed constitution of boards as key areas that needed to
be addressed (Mzenzi, Mori, & Kurt, 2020).

Corporate Governance structures that have been developed and embraced
have varied across different parts of the world (Kiratu & Moronge, 2016). These
seemed to have had an influence from Country’s legal orientation, vis, those that
followed civil law focused on stakeholders, while those that had a common law
orientation focused on shareholders returns or interests (Mulili & Wong, 2011).
Generally, the approach to corporate governance has been domesticated in every
country to fit their beliefs, especially the independence of board members in
view of whether they should be executives or not. Worldwide, corporate gover-
nance has become a crucial topic because the level of development of a nation is
attributed to the level of good Corporate Governance practices. The absence of
good Corporate Governance is a major cause of failure of many well performing
companies (Kiratu & Moronge, 2016).

In Kenya, Corporate governance issues started to arise significantly around
year 2000 (Barako, Hancock, & Izan, 2006). The Capital Markets Authority is-

sued initial guidance to help spread of best practice amongst listed companies.
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Challenges were however noted when various stock brokerage firms experienced
problems that could be attributed to the conduct of their boards in 2008 (Muka-
bi, 2017). At a later date, this crept to the banking industry as well, leading to
closure of a number of banks. This underscores the need for strengthening ob-
servance of the structures of corporate governance in the country.

Whilst the many countries have endeavored to make laws on matters corpo-
rate governance, the structures demand that it is driven by the ethical duty to
comply with moral standard and conduct (Aggarwal, 2013). It is the express in-
tent by the leadership of a firm to conduct its business in an open way. This is
only possible where they are certain they are not compromising any one’s inter-
est. The key players in corporate governance are the first shareholders, who are
the owners, the board of directors who formulate the strategies of the firm and
the management, who as led by the CEO execute the strategies.

The structures are largely meant to provide openness in the business opera-
tions (Aggarwal, 2013). It has to be in a manner that allows all stakeholders to
weigh how their interest is affected by every step that the organization takes.
Where certain intents are hidden from any party, it starts to defeat the spirit of
corporate governance. The accounting and other related scandals that has faced
many firms have been facilitated by weak structures, which allow underhand
dealings within the firm (Le Quang et al, 2014). In Kenyan context, some su-
permarkets have had working capital withdrawn fraudulently leading to collapse
as it was the case of Nakumatt (Kisero, 2020). These and similar practices serve
to undermine the rest of stakeholders who are not part of the day to day decision
making of the organization. This is especially important for companies whose
ownership leaves a glaring level of minority shareholders (Shikha & Mishra,
2019). There exist state corporations where the government owns a significant
shareholding. In such corporations, the government representative can easily
trample under the interest of the minority. The corporate governance structures
help attain a balance for all stakeholders. This structures act as the mode ope-
randi for setting objectives of the organizations and the road map towards their
fulfillment. However, the investors and regulators should not assume that the
executive is only pursuing self-interest motives. Indeed, they should also see the
board as an important and critical resource for the company with which value
addition can be achieved.

State corporations being key players in socio-economic development of
Kenya, and critical service delivery organs have also been required to observe the
structures of Corporate Governance. In this endeavor, the State Corporations
Advisory council developed the Mwongozo Code to help entrench good gover-
nance in these institutions. The Code was launched for implementation in Janu-
ary 2015. Over the years, there has been an improvement in the level of corpo-
rate governance disclosures amongst state corporations in Kenya (Wahogo,
2016). Available empirical evidence also suggests that corporate governance does

affect performance and is thus an important framework condition for the indus-
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trial competitiveness of OECD countries (Maher & Andersson, 1999). These as-
sertions are further supported by the agency theory holds that managers will not
act to maximize returns to shareholders unless appropriate corporate gover-
nance structures are implemented in the large corporation to safeguard the in-
terest of the shareholders. The stewardship theory suggests that the problem of
governance may lie not in the self-interest of the executive but rather in the as-
sumptions that distant others. The governance issues therefore, are not about
managing the agency roles but rather, how the board can help the organization
in dealing with external factors (Desender, 2009). The expertise and links held
by the directors can make an organization thrive in adverse circumstances where
others sink. The resource dependence theory by (Aldrich & Pfeffer, 1976) sees
the non-executive directors primarily as a context specific resource to support
the performance of both the executives and the company.

The government of Kenya has in the recent past sought to accelerate accoun-
tability and transparency in State Corporations through the Mwongozo code.
However, the outcomes have not been assessed to inform the benefits reaped.
State corporations have continued to reel under the heavy and irrational interfe-
rence by the political class, denying the boards of such entities their indepen-
dence. In the recent past, mega scandals have also been reported touching on
State Corporations featuring adversely in reports of Office of the Auditor Gener-
al. The internal audit units that report to the Audit committee are expected to
nub in the bud such questionable transactions and practices. The question here
being, do the audit committees play their role effectively as expected by struc-
tures of corporate governance. This study aims to explore the effect of corporate
governance structures on performance of State Corporations in the education

sector in Kenya to narrow this gap.

1.2. Organizational Performance

Corporate governance affects the development and functioning of capital mar-
kets and exerts a strong influence on resource allocation. In an era of increasing
capital mobility and globalization, it has also become an important framework
condition affecting the industrial competitiveness and economies of OECD
Member countries (Maher & Andersson, 1999). In their study, they point out
that one of the most striking differences between countries’ corporate gover-
nance structures is the difference in the ownership and control of firms that exist
across countries. There are tradeoffs between ownership concentration and vot-
ing power concentration. There is no single model of good corporate gover-
nance, and both inside and outside systems have their strengths, weaknesses,
and different economic implications. Furthermore, the effectiveness of different
corporate governance structures are influenced by differences in countries’ legal
and regulatory frameworks, and historical and cultural factors, in addition to the
structure of product and factor markets. Policy recommendations should there-

fore attempt to account for the interactions between corporate governance
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structures and the institutional framework in the particular country. The search
for good practice should be based on an identification of what works in defined
countries, to discern what broad principles can be derived from these expe-
riences, and to examine the conditions for transferability of these practices to
other countries.

The structures instituted and policies practiced within an organization ought
to be disclosed for it to achieve its meaningful end. The stakeholders can only
make informed decisions based on information the organization provides
through its reports. Disclosure has also been reported to have a significant in-
fluence on performance of deposit taking organizations as it creates investor
confidence (Muiruri, 2014). In his study, Jouri (2016) sought to find out if there
existed a relationship between the practice of good corporate governance and the
type of audit opinion issued to organizations. It was noted in the findings that
though there was no evidence that good corporate governance influenced the
audit opinion, poor corporate governance did show a strong influence towards
an adverse audit opinion. This was deemed so as where disclosure is compro-
mised, a higher level of accountability is also abandoned and independent mon-
itoring curtailed (Kyondu, 2014).

In providing standards of accountability, the Financial Reporting Standards
provide for disclosure of structures set in place for corporate governance in any
organization. The Public Sector Accounting Standards as well have a similar re-
quirement to be observed. It has been observed that regulations put in place play
a big role in how well organizations are governed (Mutisya, 2015). It is however
noted that most of the provisions of good corporate governance are not stated as
mandatory but as recommendations. Organizations are meant to either comply
or explain why they did not observe such recommendations (Financial Report-
ing Council, 2014). This therefore creates a big room for subjectivity and the op-
tion to comply or explain therefore is dependent on the party providing the ad-

visory.

2. Literature Review

2.1. Board Diversity on Organizational Performance

The composition of the board to include financial professionals has been found
to influence the nature of financial commitments the organization engages in
(Xie, Davidson, & DaDalt, 2003). It also helps in constraining the managers from
engaging in matters that create personal gains contrary to the organizational in-
terest.

Ahmed & Hamdan (2015) argued that promoting good corporate governance
standards was considered to be very important in attracting capital investment,
reducing risk and developing firms’ performance, including return on equity.
Further Mudashiru, Yusuf, Bakare, & Ishmael (2014) showed that large board

size, board skill, management skill, foreign ownership, institutional ownership,
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dividend policy and annual general meeting were positively associated with the

performance of organizations.

2.2. Audit Committee on Organizational Performance

Corporate Governance is a mandate bestowed upon the audit committee in
many organizations and it is charged with the role of mitigating the conflict of
interest between owners and management. Further, the understanding of the
principles of corporate governance may influence its appreciation and practice
in the organization. The composition of the committee may therefore determine
if the meetings are effective or not, or even whether the members may see the
need to meet as required of them.

Kyondu (2014) sought to examine how Corporate Governance affects perfor-
mance of state Corporations in Kenya. The study focused on the relationship
between performance and corporate governance vis a vis the size of state corpo-
rations. The findings indicated that corporations with a high score in corporate
governance also ranked better in the annual State Corporation’s performance
ranking. It is therefore important that the board should conduct monitoring of
financial performance as well as conduct Corporate Governance Audits and
Evaluations as a routine if overall performance for this industry was to be guar-
anteed. Their ability to effectively engage with external auditors enhances the
independence of the auditors from management and was found to enhance the
quality of audits (O’Neill et al., 2013). It has also been established that if there
instituted quality charters for audit committees, it enhanced the quality of finan-
cial reporting of organizations (Mbobo & Umoren, 2016).

There has been a growing demand that the financial expertise of the audit
committee be enhanced. This has been entrenched further through regulation in
some instances (Badolato, Donelson, & Ege, 2014). Qualification of the members
has also received market. A study on whether the market responds to the finan-
cial expertise of Audit committee members, this was found to have a strong in-
fluence on firms performance and hence the market responded every time new
directors with expertise were appointed (Defond, Hann, & Hu, 2005). Their abil-
ity to shape operational and risk management strategies require that they be of
highest possible qualifications (Kyondu, 2014). The qualifications are a factor
that determines their independence as reported in a study by Dezoort et al.
(2002).

The independence of members of the board relates to how they are able to
make decisions without undue influence of any other party. It is how they are
able to make resolutions with the best interest of all stakeholders. The board and
its committees should comprise of independent members to allow them carry
out their mandate effectively (Financial Reporting Council, 2014). Whilst the
amount of desirable independence has not been stated (Bronson, Carcello, Hol-
lingsworth, & Neal, 2009), it has been found to be a key factor towards transpa-

rency and accountability.
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The audit committee is the organ that enhances the protection of shareholders
by creating the space for independence of external audits (Mudashiru et al,
2014). This can only be tenable if they themselves have a level of independence.

O’Neill et al. (2013) realized that some countries, such as Canada and the
USA, had picked the audit committee as a structure for corporate governance to
be very significant. There has been laid in place regulation on how they ought to
be constituted, their authority as well as their responsibilities. They are expected
to receive audit reports and raise issues of qualification to the full board. The
chairman of the committee was therefore recommended not to be the same as
the chair of the full board (Mbobo & Umoren, 2016). They also noted that the
committee well instituted is capable of reducing the chances of fraud and related

practices.

3. Methodology

This study adopted a descriptive research design. This is informed by the fact
that the study is intended for fact finding on the state of a phenomenon, Quan-
titative data was collected and analyzed. It also helps expand the knowledge on
the phenomenon and provide specific variable for additional quantitative re-
search. The population was the entire 47 state corporation in Kenya.

The study targeted the state corporations in the education sector in Kenya. There
are 47 state corporations in education sector, 45 of which are non-commercial
corporations (Source, National Treasury Consolidated Accounts Report, 2018).
These 45 corporations that are fully owned by the Government of Kenya and
other two are commercial state corporations which were excluded from the
study. Data was collected from the respondents which included the 3 senior/
middle level Managers, 2 in finance and accounts officers, and 1 Internal Audit
staff making a total of 162 respondents.

A questionnaire was the instrumentation of Data Collection. To test reliability
Cronbach alpha was utilized to determine internal consistency. The study em-
ployed the use of multiple regression to evaluate the relationships existing be-
tween the independent variable (organizational performance (Y) and a set of
dependent variables (Qualities of CEO (X)), Board diversity (X,) and Audit
committee (X;)) in the study. the multiple regression model was

Y =By +B Xy +B, X, +Bs X5 +¢

where
Y = Independent variable in the regression model.
X, = The /" independent variable, /=1, 2, 3.
B, = Regression Constant.
B,= Regression coefficient corresponding to the /" independent variable.
€ = Error Term.
The diagnostic tests that were employed were normality and multocolliearity

to determine normal distribution and relationship between variables.
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4. Data Analysis and Interpretation

The study targeted 162 respondents. A total of 150 of the questionnaires were
successfully issued through a drop and pick method, where 134 were returned.
This represented 82% of the total respondents.

As part of respondents’ general information, the study assessed areas of ser-
vice, level of service. This information provides basic understanding on the na-
ture of persons involved in filling the questionnaires. Their profile is also im-
portant aspect as their opinion in other questions can be assessed based on this

basic information.

4.1. Reliability Test

The study used Cronbach’s alpha in examining the reliability of the question-
naire and an alpha value of 0.778 was obtained for pilot data, indicating high in-
ternal consistency. The Cronbach’s alpha values obtained for respective variables
were found to be consistent, therefore concluding that the tool was reliable in
assessing the influence of governance structure on the performance of State
Corporations in Education Sector in Kenya as shown in Table 1 below:

The collected data was tested using the Cronbach’s Alpha to assess the inter-
nal consistency in relation to assessed variable. This confirmed that the data is
reliable for the study on threshold of 0.7 for this study.

4.2. Normality Test

This test sought to find out the normal distribution for the organizational per-
formance, which was tested for Gaussian distribution using numerical and
graphical methods. According to Indiana (2011) many data analysis methods
such as t-test, ANOVA and regression analysis relies on the assumption that da-

ta were sampled from a Gaussian distribution as shown in Table 2 below.

4.3. Autocorrelation

The Durbin Watson statistic is a number that tests for autocorrelation in the re-
siduals from a statistical regression analysis. The Durbin- Watson statistic is al-
ways between 0 and 4 the value of 0.435 shows there is no autocorrelation (Table
3).

Table 1. Reliability.

Factor Cronbach’s alpha
1 Attributes of the CEO 0.813
2 Board Diversity 0.886
3 Audit Committee 0.795
4 Organizational Performance 0.867
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Table 2. Kolmogorov-Smirnov and Shapiro-Wilk tests for organizational performance.

Tests of Normality
Kolmogorov-Smirnov* Shapiro-Wilk
Statistic df Sig. Statistic df Sig.
perform 0.067 121 0.200" 0.975 121 0.021

"This is a lower bound of the true significance. *Lilliefors Significance Correction.

Table 3. Autocorrelation test.

Model Summary®
Model R R Square Adjusted R Square Std. Error of the Estimate Durbin-Watson
1 0.527*  0.277 0.261 0.84409 0.435

*Predictors: (Constant), Audit committee, CEO attributes, Board diversity; bDependent
Variable: Performance.

4.4. Multicollinearity

Variance inflation factors (VIF) is used to explain how much amount multicol-
linearity (correlation between predictors) exists in a regression analysis. Any A
value of VIF > 5 indicates presence of multicollinearity. Therefore, in our case

we conclude there is no multicollinearity between the study variables (Table 4).

4.5. Relationship between Corporate Governance Structures and
Performance of State Corporations

The study assessed the influence of corporate governance structures on perfor-
mance. Data was collected on structures considered in this study being CEO
attributes, Board diversity and Audit Committee and their influence on perfor-
mance as follows (Table 5).

The study found CEO attributes and performance of state corporations in
education sector in Kenya had a strong positive and significant correlation coef-
ficient of r = 0.282. The value of coefficient implies a positive significant rela-
tionship between CEOQ attributes (x) and performance of state corporations in
education sector (y) at a = 0.05. This suggests that for every unit increase in
CEO attributes, performance of the firm would increase by 0.282 (Table 6).

The study found board diversity and performance of state corporations in
education sector in Kenya had a strong positive and significant correlation coef-
ficient of r = 0.455. The value of coefficient implies a positive significant rela-
tionship between board diversity (x) and performance of state corporations in
education sector (y) at a = 0.05. This suggests that for every unit increase in
board diversity, performance of the firm would increase by 0.455 (Table 7).

The study found audit committee and performance of state corporations in
education sector in Kenya had a strong positive and significant correlation coef-
ficient of r = 0.369. The value of coefficient implies a positive significant rela-

tionship between audit committee (x) and performance of state corporations in
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education sector (y) at a = 0.05. This suggests that for every unit increase in au-

dit committee, performance of the firm would increase by 0.369.

Table 4. Multicollinearity test.

Coefficients®
Unstandardized Standardized Collinearity

Model Coefficients Coefficients t Sig. Statistics

B Std. Error Beta Tolerance VIF
(Constant) -1.039 0.565 -1.838 0.068

CEO attributes 0.329 0.146 0.174 2.254 0.026 0.938 1.066
Board diversity 0.593 0.151 0.326 3.927 0.000 0.806 1.241
Audit 0.543 0.203 0.217 2.679 0.008 0.844 1.185

*Dependent Variable: Performance.

Table 5. Association between CEO attributes and the performance of state corporations
in education sector in Kenya.

Correlations
Performance CEO attributes
Pearson Correlation 1 0.282"
Performance Sig. (2-tailed) 0.001
N 134 134
Pearson Correlation 0.282" 1
CEO attributes Sig. (2-tailed) 0.001
N 134 134

"Correlation is significant at the 0.01 level (2-tailed).

Table 6. Association between Board diversity and the performance of state corporations
in education sector in Kenya.

Correlations
Performance Board diversity
Pearson Correlation 1 0.455"
Performance Sig. (2-tailed) 0.000
N 134 134
Pearson Correlation 0.455" 1
Board diversity Sig. (2-tailed) 0.000
N 134 134

“Correlation is significant at the 0.01 level (2-tailed).
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Table 7. Association between audit committee and the performance of state corporations
in education sector in Kenya.

Correlations
Performance  Audit committee
Pearson Correlation 1 0.369"
Performance Sig. (2-tailed) 0.000
N 134 134
Pearson Correlation 0.369** 1
Audit committee Sig. (2-tailed) 0.000
N 134 134

"Correlation is significant at the 0.01 level (2-tailed).

4.6. Regression Analysis

Regression is a statistical technique to determine the linear relationship between
two or more variables. The R square in a regression output shows how well the
values fit the data. Regression analysis is an analysis that shows how variation in
one variable predicts the variation in another.

Table 8 show that CEOs attributes, Board of directors’ diversity and audit
committee explain 27.7% of variations of performance in state corporations in
education sector in Kenya.

The value of F (3, 133) = 16.635, P-value < 0.05 shows that governance struc-
ture significantly predicts performance of state corporations in education sector
in Kenya (Table 9).

Multiple regression analysis was conducted to determine the contribution of
Board of directors’ diversity and audit committee on the performance of state
corporations in education sector in Kenya. The findings show that CEOs
attributes, Board of directors’ diversity and audit committee had significant ef-
fect on performance of state corporations in education sector in Kenya at a =
0.05 as shown in Table 10.

The regression model is given by the following equation;

Y =a+B X, +B, X, + B Xy + £

Performance = 0.593 (Board diversity) + 0.543 (Audit Committee). These
findings imply that state corporate performance would increase by 0.593 units
when board diversity increase by one unit. The findings also imply that when

audit committee increase by one-unit performance will increase by 0.543.

5. Conclusion and Recommendations

5.1. Influence CEO Attributes on the Performance of State
Corporations in Education Sector in Kenya

Respondent felt that appointment of CEO through competitive process, sufficient
communication by CEO to the staff, independence of CEO from appointing
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Table 8. Effects of governance structure on performance of state corporations in educa-
tion sector in Kenya.

Model Summary
Model R R Square Adjusted R Square  Std. Error of the Estimate

1 0.527¢ 0.277 0.261 0.84409

*Predictors: (Constant), Audit Committee, CEO attributes, Board diversity.

Table 9. Governance structure on performance prediction test.

ANOVA*
Model Sum of Squares df Mean Square F Sig.
Regression 35.557 3 11.852 16.635 0.000°
1 Residual 92.624 130 0.712
Total 128.181 133

*Dependent Variable: Performance; "Predictors: (Constant), Audit Committee, CEOQ
attributes, Board diversity.

Table 10. Contribution of CEOs attributes, Board of directors’ diversity and audit com-
mittee on performance of state corporations in education sector in Kenya.

Coefficients
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) —-1.039 0.565 —-1.838 0.068
CEO attributes 0.329 0.146 0.174 2.254 0.026
: Board diversity 0.593 0.151 0.326 3.927  0.000
Audit 0.543 0.203 0.217 2.679 0.008

authority, CEO prior experience, having specific training in the area of man-
agement and disclosure and reporting of the institution had critical impact on
Institutional Performance. The study further found CEOs attributes and per-
formance of state corporations in education sector in Kenya had a strong posi-

tive and significant correlation coefficient at a = 0.05

5.2. Influence of Board of Directors Diversity on Performance of
State Corporations in Education Sector in Kenya

The collective experience of the Board members was considered to affect the
Performance of the organizations. It was also noted that most respondents were
not sure on the effect of gender diversity in board members, age disparity in
board members and age of the board members on performance of state corpora-

tions in education sector in Kenya. However, the board benefits from experience
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were considered important in resolving stewardship issues. Study also found
board diversity had significant effect on the performance of state corporations in
education sector in Kenya at a = 0.05. The finding was coherent with study on
corporate governance and their influence on performance, with particular em-
phasis on Board effectiveness. This evaluated their network as per resource de-
pendence theory, cultivation adequate disclosure as stewards of the processes of
business (Kabai et al., 2017). Their study found a strong positive coleration be-

tween these factors and performance of organizations.

5.3. Influence of Audit Committee on Performance of State
Corporations in Education Sector in Kenya

It was noted that most audit committees held sufficient number of meetings with
satisfactory attendants in most institution. Majority argued that audit committee
discussed financial statements before audit, management letters and gave direc-
tions for management and the corporate governance issues. The study further
observed the contribution of audit had impact on final audit opinion and exhi-
bited sufficient independence from the management in most institutions. “Qual-
ified” was the most common audit opinion in most institution. The study found
a positive significant relationship between audit committee and performance of
state corporations in education sector at a = 0.05. These findings are consistent
with Mudashiru, Yusuf, Bakare, & Ishmael (2014) who found size of audit com-
mittee, audit committee independence, as being positively associated with the

performance of organizations.

5.4. Performance of the State Corporation in Education Sector in
Kenya

Most institutions observed the service delivery charter in state corporations in
education sector in Kenya. A reasonable number of state corporations in educa-
tion sector reported that there were instances where their institution ware de-
nied supply of service or goods over relationship breakdown. The study found
53% to 100% of allocated fund was utilized with an average of 86.18%, 85.18%
and 88.74% for the financial years 2015/2016, 2016/2017 and 2017/2018 respec-
tively. On pending bills, an average of 22.74%, 22.29% and 18.56% were paid by
state corporations in education sector in Kenya in 2015/2016, 2016/2017 and
2017/2018 financial years respectively. Finally, on consumer satisfaction, an av-
erage of 82.82%, 85.28% and 86.17% customer satisfaction rate was attained by
state corporations in education sector in Kenya in 2015/2016, 2016/2017 and
2017/2018 financial years respectively.

Generally, the study found that CEOs attributes, Board of directors’ diversity
and audit committee explain 27.7% of variations of performance in state corpo-
rations in education sector in Kenya. CEOs attributes, Board of directors’ diver-
sity and audit committee had significant effect on performance of state corpora-

tions in education sector in Kenya at o = 0.05.
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6. Conclusion

From the findings of this study, we conclude CEO attributes that include, expe-
rience, experience in the state corporation, experience in sector and experience
in management level, level of education and management course in management
significantly influenced the performance of the organization.

Further, the study determines that number of board members based on expe-
rience, and age affected the performance of state corporations in education sec-
tor in Kenya.

Lastly, the number of audit committees with the highest level of education and
professional qualifications affected the performance of state corporations in the

education sector in Kenya.

7. Recommendations

The study recommends the following on the governance structure of state cor-
porations in education sector in Kenya.

1) The institutions stakeholders should strive to acquire CEOs with wide ex-
perience in the state corporation, experience in sector and experience in man-
agement level, level of education and management course in management sig-
nificantly influenced the performance of the organisation.

2) The institutions stakeholders should also strive to acquire board members
with diverse characteristics in terms of gender, age and education qualification.

3) The study also concludes stakeholders in the state corporation to emphasize
on having more members of audit team with high education and professional

qualification.

Recommendations for Future Research

This study had its scope limited within the education sector. It would be valuable
to have similar studies conducted on state corporations across other sectors. The
same could be evaluated in private and mission educational organizations to
help evaluate the impact or corporate governance structures on such entities vis
avis their impact on government institutions. Further, research should be done
into why there is significant level of customer satisfaction, in spite of the high

level of qualified audit opinions across state corporations.
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