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Abstract

Corporate governance is an important concept and is defined as the process and structures used
to direct and manage business affairs of the company towards enhancing prosperity and
corporate accounting. This implies the way schools are run and managed by the Board of
Management (BOM) through the secretary who is the Principal and the chief executive officer.
In the light of this, the BOM, head teachers, teachers, parents and students come in to interact
in one way or the other. Mismanagement of such institutions has been cited. Some of the
Principals in Kisumu County have either been reshuffled or demoted due to overstay and
mismanagement in attempt to sort out governance issues. The objective of this study is to
determine the extent of adoption of corporate governance in public Secondary schools in
Kisumu Central Sub-county. The study adopted a descriptive survey design. Data was collected
by use of questionnaires. Stratified random sampling was used to select the schools in type of
day; boarding;, and both day and boarding schools. The study sample comprised of fifty
respondents drawn from ten out of twenty two schools. The study was also guided by three
theories affecting corporate development, that is, stewardship; stakeholders; and agency
theories. Data was analyzed through descriptive statistics. Results indicated that Leadership;
Institution’s communication; and Strategy and values were found to be incorporated to large
extent. Appointment to the board and financial accountability were found to be practiced to a
small extent.
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I. INTRODUCTION

Corporate Governance is a key ingredient to success of an institution and therefore a necessity
for any learning institution. This is so because it deals with the way institutions are governed or
rather managed. Schools are institutions that are given the mandate to disseminate educational
information prescribed by set of data well arranged in the syllabus.
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Corporate governance as the system by which companies and institutions are directed and
controlled [4]. According to [2] corporate governance can be defined as the stewardship
responsibility of corporate directors to provide oversight for the goals and strategies of a
company and to foster their implementation. It is the process and structure used to direct and
manage business affairs of the company towards enhancing prosperity and corporate
accounting with the ultimate objective of realizing shareholders long-term value while taking
into account the interest of other stakeholders.

Good corporate governance seeks to promote efficient, effective and sustainable corporations
that contribute to the welfare of society; responsive and accountable corporations; legitimate
corporations that are managed with integrity and transparency; recognition and protection of
stakeholders rights. Good corporate governance practices dictate that the board of directors
governs the corporation in a way that maximizes shareholders value and in the best interest of
society.

Secondary schools are charged with the responsibility of offering teaching services to the
students in the nation. They receive these students who have come from Primary schools and
mentor them in order to be ready for the successive levels of their training in life. Educational
institutions are tasked with molding the students in academic, co-curricular and social
development.

Board of Management (BOM) according to the Kenyan Education Act, 2013, governs the
schools. This Act spells out the composition of the board. In fact this new Act as opposed to old
one proposes a representation from the teachers, sponsor and students among other
stakeholders [13]. The board is therefore legally expected to ensure there are accountability,
responsibility and transparency for the best interest of all the stakeholders and overall
performance of the learning institutions.

According to [2] argued that the major reason for the collapse of most institutions could be
attributed to weak institutions” governance practices, poor risk management strategies, lack of
internal controls and weakness in regularity and supervisory systems and conflict of interest.
Moreover, the indicators of bad corporate governance are increased reported cases of
corruption; high labor turn over; poor performing firms; poor public relations; collapse of many
firms; and misuse of public funds, [8]. Among many cases of demotion of head teachers in
Kenya, on 30t December 2013, a number of head teachers in secondary schools in Kisumu
county and Lake region were reshuffled or demoted due overstay in one work station and
mismanagement [23].

This therefore brings the whole issue of poor management of school resources thereby affecting
performance in one way or the other. It’s difficult to explain the above phenomenon without
the aspect of corporate governance. The study therefore sought to determine the extent of
adoption of the corporate governance practices in secondary schools. Thus the objective of the
study is to establish the extent of leadership; institution’s communication; strategy and values;
appointment to the board; and financial sustainability and accountability of secondary schools
in Kisumu Central Sub-county.
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II. LITERATURE REVIEW

There exist a number of studies on the subject of corporate governance some of which touched
on the reasons for the collapse of institutions. The major reason for the collapse of most
institutions could be attributed to weak institutions’ governance practices, poor risk
management strategies, lack of internal controls and weakness in regularity and supervisory
systems and conflict of interest [2]. Moreover, the indicators of bad corporate governance are
increased reported cases of corruption; high labor turn over; poor performing firms; poor public
relations; collapse of many firms; and misuse of public funds, [8].

Studies have been conducted in the area of corporate governance. In a study by [24] on the
relationship between corporate structures and the performance of insurance companies in
Kenya. He found out that inside directors are more familiar with the firms” activities and they
can act as monitors to top management especially if they perceive the opportunity to advance
into positions held by incompetent executives.

In a study by [20] on ‘relationship between corporate governance mechanisms and performance
of firms listed on Nairobi stock exchange (NSE)" found out that the effectiveness of the board
depends on the optimal mix of inside and outside directors. He concluded that an optimal
board composition lead to better performance of the companies. However, in the studies, the
aspect of appointment to the board and leadership does not come out clearly. The study
therefore focused on such omissions.

A study done by [12] asserts that the optimal mix of the composition of the board, the frequency
of meetings, board’s size, and its responsibility positively influenced the performance of Elimu
Sacco in Kenya. She found out that a smaller board size, frequent less expensive meetings and
proper composition of the board would improve performance of such firms. This is according to
her study on ‘Corporate governance practices and performance at Elimu Sacco in Kenya’. What
the study failed to highlight is the extent of the practice of appointment to the board as an
aspect of corporate governance.

According to [29] on his study titled ‘“The effects of Corporate Governance on Savings and
Credit Cooperative Societies financial performance in Kenya’ concluded that financial
monitoring by the board affected the performance of the SACCO. Number of meetings held by
the board affected the financial performance of the SACCO and the SACCO leadership played
an important role in selecting, monitoring, and replacing the CEO. This was also observed by
[7] on his topic ‘Ownership Structure and Corporate Governance and Its Effects on
Performance: A Case of Selected Banks in Kenya’. He found out there was significant difference
between corporate governance and financial performance of different types of bank ownership.
That is, better corporate governance leads to better firm performance.

A study by [19] on the relationship between corporate governance practices and performance,
the case of banking industries in Kenya, found out that corporate governance will lead to lower
firm risk and subsequently to a lower cost of capital. This will in effect allow many customers to
purchase products sold by the banks or rather access the loans and other funds provided by the
banks. This study also didn’t bring out the aspect of the extent of performance and corporate
governance practices.
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Proper leadership from the board, which is spearheaded by the Principal, is an absolute
necessity. In fact, effective planning and management of educational resources are prerequisite
to the attainment of quality educational outcomes according to [17]. According to [25],
educational managers must institute proper administrative structures for internal auditing.

A study on the role of the head teacher in academic achievements in secondary schools in
Vihiga Sub County found that an efficient head teacher is the key to the achievements of quality
education [22]. The study focused on the role of the head teacher but not the extent to which the
Principals incorporate corporate governance in management of schools. This study therefore
looked at the extent of adoption of corporate governance in the public secondary schools.

From the literature review a number of knowledge gaps are seen. First of all, there are studies
that relate training of head teachers to performance but fail to address the issue of extent of
adoption of the cooperate governance practices in schools. In addition, there are studies that
dwell so much on the board size, external and internal directors as a pointer to good
performance. However, the way such boards are put into place is ignored, that is, the
appointment to the board. Therefore this study sought to find out the extent of corporate
governance principles in secondary schools within Kisumu Central Sub-county.

ITII. RESEARCH METHODOLOGY

RESEARCH DESIGN

This study adopted descriptive survey design, which enabled in depth search of information on
the extent of the incorporation of leadership; institution’s communication; strategy and values;
appointment to the board; and financial sustainability and accountability corporate governance
affects the school’s performance taking into. Descriptive survey is a method that involves
collecting information by administering questionnaires to a sample of population [14].

STUDY AREA

The area of study was Kisumu Central Sub County, which is one the Sub-counties in Kisumu
County. It has an area of 32.70 square kilometers and a population of 168,892 according to
national population census. The Sub County emerged from the defunct Kisumu municipality
and is currently serves as Kisumu Central Constituency according to Independent Electoral and
Boundaries Commission. The total number of secondary schools is twenty two. All the schools
are located within Kisumu City, which has human population of 394,864. The choice of the
study area was guided by the fact that the Sub-county lies within town which is cosmopolitan
therefore it would be of interest to the researcher and the study in general.

TARGET POPULATION, SAMPLING TECHNIQUE AND SIZE

The study population comprised of 22 schools within according to information received from
Kisumu Central Sub-county Education office. The study sample comprised of head teachers and
teachers in 10 schools giving a total of 50 respondents. The schools were stratified according to
the type of schools (boarding, day or both day and boarding) in the Sub County. Out of the
twenty-two schools the following formula was used to arrive at the sample size of ten.

Total number of schools, N =22
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Number of schools within central business Sub County N1 (CBD) =9
Number of schools out of CBD N»=13

Therefore the sample schools were worked out as follows:

The first one n; = n/NxN; =9/22x10=4.09 which translates to 4 schools

The second one no=n/NxN, = 13/22x10 = 5.91which translates to 6 schools.

The sampling unit comprised of Principals and teachers. A total of five respondents were given
the instrument in each school giving a grand total of fifty (50). The response rate was 100%, that
is, all the respondents filled the questionnaires.

DATA COLLECTION INSTRUMENTS AND PROCEDURES

The researcher used both structured and unstructured questionnaires. According to [21] the use
of the two helps in getting detailed information. This is so because each type helps in
overcoming the demerits of the other. Principals and teachers were given questionnaires to fill
in preference to their opinion about various issues within the schools.

DATA SOURCES

Both secondary and primary data were used in this study. Questionnaires used to obtain
information from respondents were used as primary sources. Secondary sources used included
literature reviews, Sub-county Education Office reports and reports from schools. Other ways of
collecting secondary data involved the use of books, journals and the Internet to refine the
problem and study objectives and to review literature in addition to supporting the findings.

DATA COLLECTION INSTRUMENT

The instrument of data collection was questionnaires. This was prepared and given to five
respondents per school. The respondents comprised teachers and head teachers in the ten
sample schools. The researcher used both structured and semi-structured questionnaire. That is,
the respondents were given questions in the Likert scale, the ‘'no” and ‘yes’ questions and
questions that required explanation. Questions extensively covered personal information,
corporate governance aspects and assessment of performance factors within the schools.

RELIABILITY AND VALIDITY OF THE INSTRUMENTS

Reliability of the instruments was established by administering them in two schools within the
study area, which were not included in the sample to a pilot study. A total of ten teachers
participated by filling questionnaires during the pretest. Their responses were used to improve
the instruments to ensure that they yielded consistent data. This survey used Alpha (Cronbach),
the model for internal consistency based on average inter-item correlation to test scaled items.
In the words of [3] indicates that Cronbach’s Alpha reliability coefficient normally ranges
between 0 (if no variance is consistent) and 1 (if all variance is consistent). The closer the
coefficient is to 1.0 the greater the internal consistency of the items in the scale. The pilot study
yielded Cronbach’s Alpha of 0.878 signifying satisfactory reliability.

Validity refers to the ability of research instrument to measure what it is expected to measure
[5]. To validate the instrument, the supervisor and experts review ensured face validity test.
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Two experts were drawn from the School of Business and Economics for this purpose. Content
validity was also ensured by extensive literature search in addition to supervisors and expert
review.

DATA ANALYSIS AND PRESENTATION

To determine the extend of adoption of corporate strategies practices in the secondary schools
the study used the descriptive statistics. These statistics have been widely used in research on
corporate governance [1]; [15]; [16]; [27]. Descriptive statistics measure the central tendency and
dispersion. The most commonly used measures of central tendencies are mean, mode and
median. The mean is the most important measure of central tendency,[28]. Tables were used to
summarize responses for further analysis and to facilitate comparison.

IV. RESULTS AND DISCUSSIONS

SOCIO DEMOGRAPHIC CHARACTERISTICS OF RESPONDENTS

The study had a sample of 50 respondents. Of the respondents 62% were males and 38% were
females. Seventy-four percent were married. Of the respondents 36% were between the ages 36-
45years, 32% were in the age group 26-35years, 16% were between the ages 18-25years, 14%
were in the age group 46-55years and only 1% were above 55 years.

Majority (78%) of the respondents had attained Bachelors degree, 6% had attained a Diploma
certificate, another 6% had master’s degree, 8% were untrained and 1% had other qualification.
Concerning the years of service 56% had been in service for 1-5years 32% had been service for 6-
10years and 6% had over 10years of experience.

EXTEND OF ADOPTION OF CORPORATE GOVERNANCE PRACTICES

Corporate governance is a complex and mosaic, consisting of regulations, laws, politics, public
and private institutions, professional associations and a code of ethics. However, in the
developing countries many details of these structures are missing. Thus it was important to
investigate the existence and adoption of the same in public secondary schools in Kenya. To
measure the adoption of corporate governance practices the respondents were asked to respond
to questions leadership practices; appointment to the Board of management; institution’s
communication; strategy and values; and Financial sustainability and Accountability practices
in the institutions.

LEADERSHIP PRACTICES

Leadership is a matter of how the board functions, whether there is one person or two persons
at the top, [26]. It is the efficacy of the other members of the board that determines if these two
roles should be separated or combined. The chief executive officer of the institution and the
chairman requires different skills and abilities, but both positions do require leadership skills.
The chairman needs to have a strategic sense, the ability to analyze and understand and foresee
changes in the environment. Table 4.1 below provides the results of leadership practices in the
institutions.
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Table 4.1: Extend of Adoption of Leadership practices

Leadership practices 1 2 3 4 5 N Weighted Mean S.D

There is proper consultation between 11(22) 13(26) 16(32) 5(10) 5(10) 50 2.60 1.229
the staff members and the board
There are regular meetings with all 15(30) 21(42) 6(12) 2(04) 6(12) 50 2.26 1.275
stakeholders by the board/ principal
There is a strong leadership within the 16(32) 23(46) 7(14) 0(00) 4(08) 50 2.06 1.096
school
There is regular passing of information ~ 18(36) 21(42) 5(10) 5(10) 1(02) 50 2.00 1.030
from the board/principal to all
stakeholders
There is a good rapport between the 21(42) 18(36) 8(16) 2(04) 1(02) 50 1.88 0.961
teachers and the principal as far as
school work is concerned

Item means (Cronbach Alpha=0.771) 5 2.160 0.281

Note: Percentages are in parentheses, 1-Agree to a very large extent, 2- Agree to a large extent, 3- Agree to
a small extent, 4- Not sure, 5-No extent at all.

The results indicates that the sub-scale for leadership practices were reliable with a cronbach
alpha a =0.771. The Item “there is proper consultation between the staff members and the board’
had a mean of M=2.60 (SD=1.229) was the highest in the sub-scale. Therefore, respondents
agreed with the item to a small extent. The item ’there is a good rapport between the teachers
and the principal as far as school work is concerned” had the lowest mean M=1.88(SD= 0.961).
Therefore, respondents agreed to a large extent with the item. Overall, item means M=2.160
(SD=0.281) indicated respondents agreed with the items in the subscale to a large extent.

The result of the current study are consistent with [2]Jwho argue the major reason for collapse of
most institutions could be due to weak governance practices and lack of supervisory systems.
Moreover, the result was in conformity with [22] findings on the impact of an efficient head
teacher. This was also brought out by [17]. However, the extent of incorporation of leadership
as an aspect of corporate governance was overlooked by previous studies. This study found out
leadership practices to be embraced to a large extent. This therefore brings new knowledge, that
leadership practices are being incorporated in the schools to a large extent.

APPOINTMENT OF THE BOARD OF MANAGEMENT

According to [4], board structure is an important corporate governance mechanism, which
would result in improved performance. However, globally, there is no accepted set of corporate
governance principles that can be applied to board structures. Most of the structures depend on
business practices, legal, political and economic environment. In the current study, the
respondents were asked to indicate their agreement on items constructed on appointment to
board practices of corporate governance in secondary schools in Kisumu Central Sub-county.
Table 4.2 presents the results.
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Table 4.2: Extend of Adoption of Appointment of Board of Management rules

Appointment of the Board of 1 2 3 4 5 N Weighte S.D
Management practices d Mean
Education and professional 10(20) 5(10) 5(10) 25(50) 5(10) 50 3.20 1.340
background is a key factor during the

appointment of members

All the relevant stakeholders are 9(18) 6(12) 10(20) 19(38) 6(12) 50 3.12 1.288
consulted adequately before the

appointments are done

Education Act 2013 is followed in 7(14) 6(12) 13(26) 22(44) 2(04) 50 3.12 1.136
appointments

There is proper choice of persons to 9(18) 10(20) 9(18) 19(38) 3(06) 50 294 1.252
the board in line with their level of

education

There is proper composition of board ~ 12(24) 8(16) 4(08) 23(46) 3(06) 50 2.94 1.361
that ensures a representation from all

stakeholders.

Item means (Cronbach Alpha=0.873) 5 3.064 0.118

Note: Percentages are in parentheses, 1-Agree to a very large extent, 2- Agree to a large extent, 3- Agree to
a small extent, 4- Not sure, 5-No extent at all.

Table 4.2 indicates that the item ‘Education and professional background is a key factor during
the appointment of members” had the highest mean at 3.20 thereby indicating that respondents
agreed to a small extent. The items “There is proper choice of persons to the board in line with
their level of education” and “There is proper composition of board that ensures a representation
from all stakeholders” had the least mean at 2.94 but having the majority of respondents
agreeing to a small extent. Overall, the item means M=3.064(SD=0.118) indicated respondents
agreed to a small extent with the items in the sub-scale. These results indicate that aspect of the
incorporation of the appointment to the board practices is still wanting in institutions. Hence it
discloses that the right procedures, professionalism and criteria were being employed in schools
to a small extent in the appointment of the board members. This study adds knowledge to
corporate governance among the learning institutions as compared to Studies by [20], [9], [18]
and [12] who revolved around the aspect of board size, its effectiveness, composition and its

role in the institution and failed to bring out the extent of practices of the appointment to the
board.

INSTITUTION’S COMMUNICATION

Corporate governance systems, which promote corporate transparency and accountability, are
significantly associated with voluntary disclosures [11]. The study considers that voluntary
disclosure reduces the information asymmetry among informed and uniformed stakeholders.
The accountability model defined by [10], involves two responsibilities or duties: the
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responsibility to undertake certain actions and the responsibility to provide an account of those
actions that affect the external environment. According to the accountability model, reporting is
assumed to be driven by responsibility rather than demand [6]. More so, other authors like [30]
state that corporate social accountability and reporting is a key driver for engaging the wider
community as an important stakeholder. The findings of the study are shown in table 4.3 below.

Table 4.3: Extend of Adoption of Institution’s Communication Principles

Institutions Communication Principles 1 2 3 4 5 N Weighted S.D
Mean

There is openness in sharing 15(30) 14(28) 11(14) 6(12) 4(08) 50 2.40 1.262
information by the board/principal
and the stakeholders
Proper channels of communication are ~ 11(22) 18(36) 14(28) 7(14) 0(00) 50 2.34 0.982
employed by the board in reaching the
stakeholders
There are regular meetings where 17(34) 15(30) 12(24) 3(06) 3(06) 50 2.20 1.161
information affecting the institution is
disseminated
There is proper communication 22(44) 15(30) 9(18) 3(06) 1(02) 50 1.92 1.027
between the principal and the teachers
There is good communication among 13(26) 10(20) 6(12) 21(42)  0(00) 50 2.70 1.266
board members and the Principal

Item means (Cronbach’s 5 2.224 0.207

Alpha=0.808)

Note: Percentages are in parentheses, 1-Agree to a very large extent, 2- Agree to a large extent, 3- Agree to
a small extent, 4- Not sure, 5-No extent at all.

The results on reliability index for the study on the institution communication indicate the its
highly reliable (a=0.808). The item ‘There is openness in sharing information by the
board/principal and the stakeholders” had the highest mean M=2.40(SD=1.262) this indicates
that the practice is adopted to a large extent. The item ‘There is proper communication between
the principal and the teachers” had the least mean M=1.92(SD=1.027) in the sub-scale. Overall,
the item means M=2.224(SD=0.207) indicated respondents agreed with items in the sub-scale to
a large extent.

Strategy and Values

The Board of Management should determine the purpose and values of the an organization,
determine the strategy to achieve that purpose and implement its values in order to ensure that
it survives and thrives and that procedures and values that protect the assets and reputation of
the organization are put in place. Thus to ensure that schools are practicing the same, the
respondents were asked to show their level of acceptance to statements relating to strategy and
values. The results are shown in the table 4.4 below.
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Table 4.4: Extend of adoption of Strategy and Values

Strategy and Values Practices 1 2 3 4 5 N Weighted  S.D
Mean

The board has put forth good strategies to help  12(24)  17(34) 11(22) 8(16)  2(04) 50 2.42 1.144
realize good performance

There is proper implementation of school 15(30)  14(28) 11(22) 6(12)  4(08) 50 2.40 1.262
strategies in enhancing its goals, mission and
the general vision

The school has an elaborate plan for the 17(34)  13(26) 12(24) 4(08)  4(08) 50 2.30 1.249
achievement of its vision, mission and goals

The school has a well formulated strategic plan  20(40)  16(32) 7(14) 4(08)  3(06) 50 2.08 1.192

The school has an enabling environment 21(42)  13(26) 10(20) 3(06)  3(06) 50 2.08 1.192
suitable for implementation of school values
Item means (Cronbach’s Alpha=0.850) 5 2.256 0.167

Note: Percentages are in parentheses, 1-Agree to a very large extent, 2- Agree to a large extent, 3- Agree to
a small extent, 4- Not sure, 5-No extent at all.

Table 4.4 indicates the subscale was reliable at a=0.850. The item ‘“The board has put forth good
strategies to help realize good performance’ had the highest mean M=2.42(SD=1.144).
Respondents therefore agreed to a large extent with the item. The item means M=2.256
indicated the respondents agreed that strategy and values practices are implemented to a large
extent

FINANCIAL SUSTAINABILITY AND ACCOUNTABILITY

The governance role of accounting information contributes directly to economic performance by
managing the resources of the firm efficiently and reducing the expropriation of the wealth of
investors by managers. Financial reporting and disclosure are an important means by which
management communicates firm performance and corporate governance to outside investors
and thus it was important to measure the adoption of financial sustainability and accountability
practices in the public secondary schools.

Table 4.5: Adoption of Financial sustainability and Accountability principles

Financial sustainability and 1 2 3 4 5 N Weighted S.D
Accountability practices Mean

There is prompt payment of parental 4(08) 15(30)  15(30) 9(18) 7(14) 50 3.00 1.178
responsibility to top up the
government subsidy

There is good financial base that helps 6(12) 16(32)  14(28)  13(26) 1(02) 50 2.74 1.046
in accomplishing institutional goal,
policies and performance strategies

Proper accountability of financial and 9(18) 15(30)  18(36) 7(14) 1(02) 50 2.52 1.015
non-financial resources exist within
the school

There is proper keeping of financial 15(30) 13(26)  11(22) 9(18) 2(04) 50 2.40 1.212
records and internal auditing

10
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mechanisms
There is good tendering and 10(20) 23(46) 7(14) 7(14) 3(06) 50 2.40 1.143
procurement procedure followed
Item means (Cronbach’s Alpha= 5 2.612 0.257
0.763)

Note: Percentages are in parentheses, 1-Agree to a very large extent, 2- Agree to a large extent,
3- Agree to a small extent, 4- Not sure, 5-No extent at all.

Table 4.5 above shows the items in the subscale were reliable at a= 0.763. The item “There is
prompt payment of parental responsibility to top up the government subsidy” had the highest
mean at M=3.00(SD=1.178). Therefore, respondents agreed with the item to a small extent.
Overall, the item means M=2.612 this indicated that the financial sustainability and
accountability practices are implemented to a small extent.

V. CONCLUSIONS AND RECOMMENDATIONS

CONCLUSIONS

The study concludes that principles and practices of corporate governance are being
incorporated in the day to day running of public secondary schools. Leadership; institutions
communication; and strategy and values are key tenets of the said institutions as depicted by
the respondents’ agreement that they are being implemented to a large extent. It's worth noting
that Appointment to the board; and financial accountability and sustainability have been have
been adopted and implemented to a small extent and these may affect the performance of the
schools.

RECOMMENDATIONS

The study recommends that some components of corporate governance principles and practices
that are being adopted to a small extend that is, appointment to the board; and financial
sustainability and accountability be embraced fully the public secondary schools.

Further studies should be carried out to establish the effect of corporate governance principles
and practices to the performance of public secondary schools. Secondly a study should also be
carried out to establish the challenges facing the adoption of some of the components of
corporate governance principles and practices in the public Secondary schools.
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