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ABSTRACT

This study assessed factors influencing the uptake of Corporate Governance Practices (CGP) in
Mission Hospitals in Nairobi County, Kenya, examining the CGP, challenges encountered, and
best practices implemented. Grounded in Stakeholder Theory and Agency Theory, the research
targeted Mission Hospitals sponsored by the Kenya Conference of Catholic Bishops (KCCB)
with a 100-bed capacity or more within Nairobi County. A mixed-method research design was
adopted and a census approach employed due to the small nature of the target population. Data
was collected from 72 respondents, comprising board members, trustees, owners, directors, top
managers using structured questionnaires and Key Informant Interviews (KII). Out of 60
distributed questionnaires, 48 were fully completed and returned (80% response rate) while 12
were poorly completed or not returned at all. All 12 key informants participated in the interviews
(100% response rate), ensuring high representativeness and generalization of study findings. The
study revealed a robust adoption of CGP in mission hospitals, supported by a high cumulative
mean score of 3.542 and a standard deviation of 0.920. Qualitative interview insights reaffirmed
the hospitals' commitment to CGP adoption, emphasizing clear governance structures and
formalized decision-making processes. Significant relationships were identified between
independent variables (Vision, Empowerment, Engagement, Accountability, Stewardship) and
Dependent variables (CGP uptake), with stakeholder engagement emerging as a potent enabler in
the uptake of CGP. Challenges in implementing CGP included resistance to change, limited
resources, regulatory complexities, and cultural considerations, requiring leadership commitment
and organizational alignment for effective mitigation. Best practices for enhancing CGP uptake
included having a shared strategic direction, empowerment of the Board, robust stakeholder
engagement and enhancing Board accountability. Regression analysis supported stakeholder
engagement's significance, rejecting the null hypothesis (p-value=0.032). Recommendations
included active stakeholder involvement in governance processes, investment in board training
and development, and engaging stakeholders in the vision-setting process. Future research
should explore corporate governance practices' contribution to Hospital management across
private and government sectors.
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CHAPTER ONE:
INTRODUCTION TO THE STUDY

1.1 Introduction
The chapter presents the background information associated with Factors that Influence the

Uptake of Corporate Governance Practices in Mission Hospitals. The problem statement,
research objectives, research questions, scope of the study and it concludes with significance of

the study.

1.1.1 Background of the Study

Corporate governance (CG) definitions vary broadly according to the context. However, a
modestly acceptable definition is a system by which organizations are directed, controlled & held
accountable (Zalewska, 2014; Mulili & Wong, 2011). It is how corporations behave in terms of
performance, efficiency, growth, financial structure, and treatment of stakeholders (OECD,
2021). In addition, CG integrates social structures and economic frameworks into organizational
systems to allow organizations to take responsibility for their decisions and actions by creating
an enabling environment where the right questions are asked and controls are set to ensure a
long-term sustainable value add for the organization and its stakeholders (Brown, 2019).
Therefore, CG calls for organizations to balance economic and community goals (Gacheru,
2018).

After major corporate scandals and the globalization of businesses, global demand for corporate
reforms and better regulations is rising (Njuguna, 2018; Waweru, 2014). The Maxwell business
empire collapsed in the UK; for example, highlighting governance issues sparked debates about
executive power controls, resulting in the Cadbury Code of Best Practice in 1992, which
advocated for the establishment of independent audit committees to address governance
challenges (Mulili & Wong, 2011; Waweru,2014). Interestingly, the corporation flop and crashes
in stock markets were not the only impetus to CG adoption, but also the realization that good CG
is critical for global economic sustainability (Mulili & Wong, 2011).



Good corporate governance reduces risks, improves & boosts efficiency, and prevents resource
mismanagement by increasing accountability, transparency, and responsibility (Mohamad,
2004). Nations continue to adopt CG in the management of organizations, focusing on improving
accountability, sustainability and robustness of decision inputs from various stakeholders
(Philippon & Braithwaite, 2008). Therefore, the role of Corporate Governance as a transparency
and accountability measure for organizations cannot be underrated (Philippon & Braithwaite,
2008).

Mission hospitals established by religious missionaries are healthcare institutions that provide
medical services to underserved communities (Khanyetsi, 2023; Crabtree, 2023). These hospitals
operate under the auspices of religious organizations adhering to the mission and values of their
founding faith. Despite facing challenges such as weak governance structures and financial
constraints due to reduced subsidies, these institutions continue to collaborate with government
agencies and other healthcare providers to address public health challenges (Asante, 2007;
Khanyetsi, 2023; Crabtree, 2023). This study looks into factors that influence CGP in mission
Hospitals in Nairobi County.

1.1.2 Corporate Governance Practices
Corporate Governance practices (CGPs) are the rules that guide how a board operates. They are

used by boards and management to run their companies and create value for stakeholders
(Arnwine, 2002; Mulili & Wong, 2011; OECD, 2021). These practices include policies,
institutions and the balance of power, with a focus on transparency and accountability (OECD,
2021). According to the Management Science for Health (MSH) Annual Report (2015) and
Sikipa et al. (2019), these practices in the health sector include setting a shared strategic
direction, empowering the board, ensuring accountability, engaging stakeholders and

stewardship of resources. Figure 1.1 below summarizes these practices.



Figure 1.1 Corporate Governance Practices

Source: MSH Annual Report (2015)

1.1.3: The Uptake of Corporate Governance Practices
The uptake of Corporate Governance Practices (CGP) is influenced by factors such as the

organizational framework and resource accessibility, as highlighted by Alexander et al. (1998).
However, developing countries face challenges in adopting ideal CGP due to unique economic
and political systems, weak legal systems, and insufficient human resource competencies (Mulili
and Wong, 2011; Waweru, 2014). Adoption in non-profit institutions like Mission Hospitals
varies based on board momentum, resource availability, and stakeholder pressures (Alexander et
al.,, 1998). In Kenyan hospitals, including Mission Hospitals, CGP adoption promotes
institutional growth, quality improvement, and financial performance (Waweru, 2014). The
clarity of the board's role also contributes to CGP uptake (Arnwine, 2002; Waweru, 2014).
However, concerns persist regarding openness, accountability, and resource management,
hindering global CGP adoption, particularly in hospitals (Letting, 2012; Eeckloo et al., 2004;
Pirozek et al.,, 2015). Resource constraints and revenue streams also impede CGP
implementation in Kenyan hospitals. Waweru (2014), for example, investigated how institutional
factors like Board size, firm performance, and audit quality affect the quality of corporate
governance in listed financial institutions in Kenya and South Africa. Kinyeki et al. (2018)
investigated how Board size affects the delivery of health services in Kenyan county hospitals.
Kalume (2012) examined the effect of financial constraints on the uptake of corporate

governance in private for-profit hospitals in Kenya's coastal province.



While CGP implementation can enhance hospital performance, it requires policy support and
system coordination to increase uptake. Compared to other institutions, research on CGP
adoption in Mission Hospitals is limited yet, these Mission Hospitals have unique characteristics,
such as serving the poor in resource-limited areas which may affect CGP adoption differently
from other hospitals (Kalume, 2012; Waweru, 2014; Mishra, 2016)

1.2 Problem Statement

Not-for-profit organizations, including mission hospitals, are facing financial and competitive
pressures from various stakeholders, which has created an environment that favors the adoption
of corporate governance practices (Mulili & Wong, 2011). Hospital boards play a crucial role in
providing oversight and governance, ensuring that the hospital operates in a manner that is
consistent with its mission, values, and objectives. However, many boards in mission hospitals
do not take on an active role in strategy formulation, environmental adaptation, and monitoring
of hospital management leading to a range of problems in the uptake of CGP (Mkaya, 2017;
Mulili & Wong, 2011). Despite the global drive to adopt and implement CGP to ensure
organizational legitimacy and sustainability, Mission Hospitals seem slow to adopt these
practices, resulting in governance challenges, financial & operational inefficiencies, stakeholder
dissatisfaction, industrial unrest, mass exodus of skilled healthcare workforce, threat of closure,
Legal tussles among others (Njuguna, 2018; Ndege, 2016; Mishra, 2016). Yet, the pain points for
this low uptake have received little research attention.

Healthcare experts argue that traditional methods of hospital governance are no longer relevant,
as nonprofit hospitals can no longer afford the luxury of passive stewardship. One of the primary
reasons for this problem is that many mission hospital boards are composed of individuals who
may lack the necessary expertise and experience to effectively govern a complex faith-based
healthcare organization (Ndege, 2016; Mishra, 2016). According to Ndege (2016), Board
members may have backgrounds in business, finance, or law, but they may not have a deep
understanding of the principles and values of Mission Hospitals, which makes it difficult for
them to make informed decisions about strategy and management and be a source of conflict

with the owners.

Stakeholder dissatisfaction is a significant consequence of poor corporate governance. When an

organization fails to engage with its stakeholders effectively, discontent, mistrust, and even



protests ensue. Industrial unrest also stems from unsuccessful stakeholder engagement, as
employees may feel undervalued, overworked, and underpaid. In mission hospitals in Kenya, a
mass exodus of skilled workers is being witnessed due to poor working conditions and
inadequate remuneration, resulting in a severe shortage of qualified & experienced medical
personnel (Njuguna, 2018; Mishra, 2016). Board members and top management of mission
hospitals have been reported to resign from their positions, possibly due to poor corporate

governance practices and other intricate challenges (Mkaya, 2017; Ndege,2016).

Despite these challenges, little attention has been given to research on the nuances and reasons
behind these problems especially in Mission Hospitals in Nairobi County. This study assessed
the identified gaps and provided insights into the status and strategies to improve CGP adoption

in mission hospitals in Nairobi County for growth and sustainability.

1.3 Research objectives
The research was guided by one general objective and three specific objectives.

1.3.1 Broad Objective
The broad objective was to assess factors that influence the uptake of corporate governance

practices in Mission Hospitals in Nairobi County.

1.3.2 Specific objectives
The study was guided by the following specific objectives.

1. To examine corporate governance practices within mission hospitals in Nairobi County,

2. To identify challenges encountered in implementing corporate governance practices
within mission hospitals in Nairobi County,

3. To assess perceived best practices for corporate governance implemented by mission

hospitals in Nairobi County.



1.4 Research Questions

The study sought to answer the following specific questions:

1. What are the specific corporate governance practices employed within mission hospitals
in Nairobi County?

2. What are the main challenges faced when implementing corporate governance practices
within mission hospitals in Nairobi County?

3. What are the perceived best practices in corporate governance adopted by mission

hospitals in Nairobi County?

1.5 Scope of the Study

The study examined the corporate governance practices within mission Hospitals in Nairobi
County, identified the challenges encountered in implementing corporate governance practices in
these hospitals and lastly assessed the perceived best practices for corporate governance
implemented by the Mission Hospitals. The researcher chose mission hospitals in Nairobi
County as the study setting because they are key players in the provision of healthcare services in
Kenya, serving approximately 40% of the Kenyan population (Ndege et al. 2022), and thus must
adhere to good governance practices for long-term sustainability and donor confidence.
Furthermore, the researcher noted that legal cases were increasing in mission hospitals, posing a
threat to their viability and emphasizing the need to fix the deficiencies. Nairobi County was
identified as a hub of hospitals, including Mission Hospitals, hence providing an ideal study

environment.

The study targeted Mission hospitals in Nairobi County with a bed capacity of 100 and above
and involved 72 purposively sampled respondents who included the Hospitals’ Trustees, the
Sponsoring congregation's top leadership known as the General Council (GC), Boards and the
Top management. The study was limited to the CGP within the health sector as described by the
MSH Annual Report (2015) including Board accountability, stakeholder engagement, setting a
shared strategic direction, stewardship of resources and continuous Board capacity building and

empowerment.



1.6 Significance of the Study

This research holds paramount significance in shedding light on the corporate governance
landscape within faith-based organizations, specifically mission hospitals in Nairobi County. By
examining the governance practices in these institutions, the study contributes to the broader
understanding of governance dynamics in the healthcare sector. The findings of this research
have the potential to inform policy decisions, drive organizational improvements, and enhance
the quality of healthcare services provided by mission hospitals. Additionally, the study provides
valuable insights for academic discourse, facilitating further research endeavors in the field of

corporate governance within faith-based organizations.

1.6.1 Policymakers
Policymakers stand to benefit significantly from the insights generated by this study. By gaining

a deeper understanding of the corporate governance practices within mission hospitals,
policymakers can develop targeted interventions and regulatory frameworks to promote
transparency, accountability, and efficiency in healthcare service delivery. The findings of this
research can inform policy decisions aimed at strengthening governance mechanisms within
faith-based organizations, ultimately leading to improved healthcare outcomes for the population

served by mission hospitals.

1.6.2 Academic Institutions and Scholars
Academic institutions and scholars in the field of corporate governance find value in this study

as it contributes to the existing body of knowledge on governance practices within faith-based
organizations. The research provides a comprehensive analysis of governance dynamics in
mission hospitals, offering valuable insights for further academic inquiry and scholarly
discourse. By addressing a gap in the literature, this study lays the groundwork for future
research endeavors and enhances understanding of governance challenges and opportunities

within the healthcare sector.

1.6.3 Development Partners
Development partners play a crucial role in supporting mission hospitals and promoting

healthcare development in Nairobi County. The findings of this study can inform the strategic
initiatives and interventions undertaken by development partners to enhance governance

practices within faith-based organizations. By aligning their efforts with the identified challenges
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and opportunities, development partners can maximize their impact and contribute to the

sustainable improvement of healthcare service delivery in the region.

1.6.4 Local Communities
Local communities served by mission hospitals are directly impacted by the governance

practices of these institutions. Through the enhancement of transparency, accountability, and
efficiency in governance, mission hospitals can improve the quality of healthcare services and
patient outcomes. The findings of this study have the potential to empower local communities by
fostering trust and confidence in the healthcare system, ultimately leading to improved health

and well-being within Nairobi County.



CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction
The chapter reviews literature associated with the determinant of factors that influence the

uptake of CGP in Mission Hospitals in Nairobi County. The chapter begins with the theoretical
and empirical literature. The review covers the corporate governance practice, the challenges
encountered in implementing corporate governance practices, and evaluates the best practices for
corporate governance implemented by mission hospitals in Nairobi County. The chapter also
compares and contrasts various views of other scholars to help establish the study gaps

emanating from the Literature reviews.

2.2 Theoretical Framework
ATheory is defined as a set of generalizations about variables and the relationships among those

variables (Al-Ababneh, 2020). This section presents the theoretical foundation for the current
study, which aims to address factors influencing the uptake of corporate governance practices
(CGP) in mission hospitals in Nairobi County, Kenya. The study adopts Stakeholder Theory and
Agency Theory to provide a comprehensive framework for understanding these factors,

highlighting their concepts and limitations.

2.2.1 Stakeholder Theory
Stakeholder Theory by Freeman (1984) highlights the importance of considering diverse

stakeholder interests in organizational decision-making. It posits that stakeholders e.g
government bodies, political groups, trade associations and communities, should all be
considered in governance processes (Abrams, 1951). The Theory emphasizes the need for
organizations to balance the interests of various stakeholders to ensure each constituency
receives some degree of satisfaction (Abrams, 1951). This approach recognizes that companies
exist within society and have responsibilities beyond maximizing shareholder value (McDonald
& Puxty, 1979).

The Stakeholder Theory informs policy frameworks, international conventions and
administrative transformations by advocating for inclusive decision-making processes that

consider the needs and concerns of all stakeholders (Freeman et al., 2004). Through striving to



satisfy the diverse interests of stakeholders within Mission Hospitals, organizations can
contribute to societal well-being and economic development. Mission Hospitals have a wide
range of stakeholders both from the health sector and the faith base. It was of value to explore
the status of stakeholder management in Mission Hospitals in Nairobi County and its relation to
the uptake of CGP and get strategies to improve uptake using the stakeholder engagement

mechanisms in place.

2.2.2 Agency Theory
The Agency Theory developed by Jensen and Meckling in 1976, elaborate on the relationship

between principals and agents within organizations. It posits that managerial interests may
diverge from those of principals often prioritizing personal monetary gains over the interests of
shareholders (Jensen & Meckling, 1976). The agency relationship arises when principals
delegate tasks to agents to act on their behalf. In the context of corporate governance, this
relationship is pivotal with the Board of Directors serving as the governing body responsible for
approving managerial decisions and overseeing their execution. Managers in turn function as
agents of shareholders with the expectation that their actions will align with maximizing
shareholders' wealth. Similarly, Malina (2013) emphasizes that agency theory identifies self-
interested managerial behavior as a central concern in corporate governance. This behavior often
stems from the principal-agent relationship where managers may prioritize their interests over
those of the principals. It sheds light on how factors such as board size, composition and
diversity influence governance practices in healthcare service delivery. Furthermore, it provides
a framework for evaluating accountability structures, information access, quality and

transparency which are critical in ensuring effective governance within the mission Hospital.

Moreover, Agency Theory is instrumental in understanding corporative governance practice
variables where owners act as principals and healthcare managers serve as agents in decision-
making processes. By examining healthcare service delivery through the lens of Agency Theory,
stakeholders can assess factors such as accessibility, efficiency and individual public satisfaction
thereby enhancing general healthcare governance. The Agency Theory serves as a foundational
framework for understanding the principles of corporate governance, particularly within mission

hospitals in Nairobi County. Its insights into the principal-agent relationship and its implications
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for governance practices are invaluable for addressing the factors influencing the uptake of

corporate governance practices in these healthcare institutions.

2.3 Empirical Review
This section includes a review of the empirical literature on CGPs and their uptake, challenges
encountered in implementing these CGPs within Mission Hospitals and best practices used to
improve their adoption.

2.3.1 Corporate Governance Practices

There is growing interest in CGP globally because the success of nations, communities and
individuals is closely associated with the ability to create, strengthen and maintain profitable,
competitive and sustainable firms (Gatamah, 2004). The practices are particularly critical in
coping with corporate governance issues in emerging nations, which tend to lack well-
established financial institutions and legal infrastructure. Various firms define and uptake these
practices according to their unique circumstances (Hutchinson & Gul, 2004). It is therefore
expected that these practices will differ significantly among companies (Nam & Nam, 2004).
According to the MSH Annual Report (2015), the main corporate governance practices
necessary for efficient governance in the health sector entail continually assessing and improving
governance, creating Board accountability, involving stakeholders, establishing a common
strategic direction for the firm, and ensuring good stewardship over all entrusted resources.

These practices are detailed below.

2.3.1.1 Cultivating Accountability

Corporate governance accountability is based on transparency, morality, social justice, and
oversight (Hutchinson & Gul, 2004). Openness and transparency enable corporate governance
(MSH, 2010). To whom are mission hospitals accountable? They must inform donors, sponsors,
regulatory bodies, and the communities they serve how they use their resources. It's still unclear
how to make sure that mission hospitals and everyone else involved are held accountable.
Mission hospital boards, management, and top leadership are rarely elected, so the public has no
way to hold them accountable (Ndege et al., 2022). Boards must ensure legal and ethical
compliance to promote accountability in their oversight role. Griffin & Moorhead (2011) note
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that many failures and scandals in corporate governance are attributable to a break in the ethics
within the governance Structures. Therefore, Boards must carefully craft codes of conduct that
promote independence and avoid conflict of interest as ethical issues in accountability.
According to a recent systematic study by Ndege et al. (2022), mission hospitals are taking
accountability seriously due to the increased focus on monitoring their activities and pressure

from various stakeholders.

2.3.1.2 Engagement with Stakeholders

Stakeholders in the hospital setting are individuals, groups of people or institutions that are
served by or benefit from the hospital, or influence or are influenced by the hospital (Aaronson
& Evashwick, 2019). They include the MOH, owners, regulatory bodies, suppliers, healthcare
workforce, patients & their relatives, donors/funders, and purchasers of health services like
insurance among others (Aaronson & Evashwick, 2019). Njuguna (2018) defines stakeholder
engagement as identifying and involving key stakeholders in long-term partnerships. The
engagement should be deliberate and go beyond one-way communication to a shared decision
authority (Aaronson & Evashwick, 2019). Further, Aaronson & Evashwick (2019) asserts that
Stakeholders need to be informed, consulted, involved, collaborated with and empowered with
timely information for decision-making. Corporate governance stakeholder engagement also
requires participation, representation, inclusion, diversity, gender responsiveness and conflict
resolution (MSH, 2015; Njuguna, 2018). According to empirical research, effective boards
actively engage stakeholders to improve decision-making, commitment, and cooperation (Parmar
et al., 2019). Thus, effective stakeholder engagement requires long-term, mutually beneficial
stakeholder relationships.

According to the stakeholder theory, businesses must consider the interests of their stakeholders
when making management decisions (Mallin, 2016). Therefore, while the board is not required
to participate in mission hospitals' planned stakeholder engagement programs (Gaturu et al.,
2017), it must ensure that the hospital is aware of key stakeholders, and their demands and
considers them when making decisions and formulating the corporate strategy for normative or

practical reasons.
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2.3.1.3 Setting a Shared Strategic Direction

Leadership and management processes enable stakeholder alignment, management and corporate
governance (LeMay & Ellis, 2008). Furthermore, stakeholder buy-in makes strategic goals easier
to develop and achieve. Corporate governance practices should boost customer satisfaction,
health, and innovation. Leaders must articulate and motivate a system-wide vision (Ndege et al.,
2022). Stakeholders should have opportunities to participate in governance issues through
meetings with shareholders, whether in person or online (Gao et al., 2020). Notably, it is in these
high-end gatherings, such as the AGM, that a forum for voting on significant corporate matters
that affect the organization's governance and strategy is provided (Yermack, 2010). The board,
which provides strategic options for the institution (Letting, 2012), should collaborate with
management to align strategic thinking and operations (Ng'eno, 2009). Corporate governors
should organize, strategize and track the vision while advocating for governance operations
(Ng'eno, 2009). Without strong leadership, mission hospitals cannot maximize governance and

administration.

2.3.1.4 Stewardship of Resources

Financial sustainability and social responsibility are the guiding values of corporate governance
when it comes to the management of resources. The quest for efficiency, sustainability and
performance measurement makes these ideas possible (LeMay & Ellis, 2008). Stewardship is the
moral use of public resources in search of economically advantageous results (LeMay & Ellis,
2008). Efficient and successful achievement of resource stewardship entails the mobilization,
allocation, and safeguarding of organizational resources. Thus, Accounting is recognized under
the stewardship notion of governance in mission hospitals as a crucial instrument for keeping
track of the shareholder-manager relationship (Ndege et al., 2022). Ndege et al. (2022) further
add that authentic accounting and auditing in mission hospitals are both designed as monitoring
tools and as trustworthy financial reports which amount to qualities that investors have
traditionally sought for making investment decisions. Thus, mission hospitals' executives,
managers and benefactors must raise and distribute funds and other resources prudently to

achieve their goals.
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2.3.1.5 Board Empowerment

Scholars have shown that independent assessment of Board activities and processes improves
board member engagement and performance (Prybil et al., 2008). Hence, the board should
capitalize on the resources needed to objectively evaluate its performance against established
standards and improve its structure, practices, and performance, rather than performing regular
but mechanical non-value-added self-evaluation. To improve governance, boards should
regularly review their organization, membership, and key skills. Objective evaluation and
development programs boost Board members' engagement and performance (Ndege et al., 2022).
In this regard, a strong orientation of the Board, Training and development program are key
indicators of good governance. Unfortunately, Njuguna (2018) found that few boards in mission
hospitals have explicitly assigned responsibility for board orientation, education and
development to a standing board committee, suggesting that this crucial duty may be done
informally or not at all. Despite all, planned, deliberate and effective decisions by corporations to
develop strategies to improve the adoption and implementation of elements that empower the
board are crucial for the uptake of other CGPs.

2.4 Conceptualization of Corporate Governance in the Healthcare Industry

The procedures and processes by which health bodies manage, coordinate and regulate their
operations to accomplish organizational goals and connect with their partners and the broader
community amount to the definition of corporate governance in healthcare (Jamali et al., 2010).
This ability to effectively interact with the community is a crucial element of corporate
governance in the health sector (Jamali et al., 2010). Healthcare corporate governance includes
the non-clinical parts of care delivery that ensure financial and operational success by providing

value for money, as illustrated by Bennington (2010).

According to the World Health Organization (WHOQO) (2021), healthcare governance requires
strategic policy frameworks, adequate supervision, appropriate rules and incentives, health
system design, and accountability. Governance oversees private and public healthcare systems to
protect the public, according to Abimbola et al. (2017). Corporate governance in healthcare
requires political and technological support to balance competing demands for limited resources
in changing conditions like rising stakeholder expectations. Abimbola et al. (2017) found that all

healthcare systems practice elements of accountability, transparency, and disclosure. Fair and
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equitable laws and incentives improve healthcare governance (WHO, 2021). Healthcare
corporate governance system design must also align strategy and structure and reduce

redundancy and fragmentation (Bennington, 2010).

The study by Freeman, Millar, Mannion and Davies (2016) sheds light on the enactment of
corporate governance in healthcare safety and quality within hospital boards in England. By
employing a dramaturgical framework, the researchers analyzed the performative aspects of
board members in discharging their accountabilities for patient safety. The study based on
qualitative data from non-participant observation of NHS Hospital Foundation Trust boards,
identified differences in the processing and interpretation of infection control data among
different case study sites. Practices such as the legitimation of current performance, querying of
data classification, and naming and shaming of executives were detailed to understand their

implications.

In Lebanon, Nasr (2017) explored hospital governance in non-profit private hospitals,
emphasizing the relationship between corporate and clinical governance. Using mixed methods
including quantitative surveys and qualitative interviews, the study examined the governance
processes in a sample of Lebanese hospitals and their impact on performance. Findings revealed
clear methods of performance measurement and good clinical performance but highlighted
management deficits, particularly the absence of monetary incentives due to corporate
governance events. The study illuminates employees' perspectives on hospital governance,
questioning traditional theoretical approaches and emphasizing the importance of stakeholder

involvement and external factors in internal hospital governance.

Etale and Tueridei (2020) examined the effect of corporate governance on the financial
performance of listed healthcare sector companies in Nigeria. Their study revealed significant
associations between financial performance and certain corporate governance variables, such as
board independence and managerial ownership. They recommended that healthcare sector
companies prioritize compliance with corporate governance structures to enhance financial

performance.

Abor (2015) investigated the effects of healthcare governance and ownership structure on

hospital performance in Ghana. The findings highlighted the positive impact of governing boards
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on hospital performance, with mission-based and private hospitals exhibiting better performance
than public hospitals. This underscores the importance of effective governance structures in

healthcare settings.

Kinyua and Ngari (2021) focused on corporate governance's influence on performance in public
hospitals in Embu County, Kenya. Their study emphasized the significance of board
characteristics in determining hospital performance. Despite partial compliance with corporate
governance, the study revealed gaps in full implementation, indicating the need for enhanced

governance practices to optimize hospital performance.

Gaiku, Lewa, and Senaji (2016) explored the relationship between corporate governance and the
performance of health sector non-governmental organizations (NGOs) in Nairobi County, Kenya. Their
findings underscored the importance of effective governance in improving healthcare service delivery.
The study highlighted the role of board size, CEO duality, accountability structures, and resource
allocation in influencing service delivery outcomes, emphasizing the need for robust governance

mechanisms in healthcare NGOs.

Despite the recognized importance of stakeholder engagement, accountability mechanisms in
mission hospitals often face challenges. Ndege et al. (2022) highlight concerns regarding
accountability, given the limited avenues for public accountability due to the non-elected nature
of mission hospital boards and management. However, recent studies indicate a growing
commitment to accountability in mission hospitals, driven by increased monitoring and pressure

from stakeholders.

2.5 Mission Hospitals in Kenya.

To comprehend mission hospitals in Kenya, one must first understand the organization of the
Kenyan healthcare system. The healthcare system is divided into three major sectors: the public
sector (MOH and parastatals), the private for-profit sector, and the private not-for-profit sector
(Faith Based Organizations (FBO) and Non-Governmental Organizations (NGO). The FBOs are
further classified as Catholic-sponsored (KCCB), Protestant-sponsored (CHAK) and Muslim-
sponsored (SUPKEM). They are a significant stakeholder in Kenyan health service delivery,
accounting for nearly 25% of the total healthcare infrastructure (Muga et al. 2005) and serving
close to 40% of the Kenyan population (Ndege et al., 2022; Njuguna, 2018). This research

focused on the KCCB-sponsored Mission Hospitals in Nairobi County.
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Early in the 20th century, missionaries from other continents, particularly those from Europe,
built medical facilities on their properties called Mission Hospitals. The Mission hospitals, like
any other organization, have corporate governance structures (Ndege et al., 2022). Despite their
significant contribution, most of these hospitals' corporate governance processes are assumed to
be opaque and unstructured, lacking accountability and full disclosure (Ndege et al., 2022). The
boards of mission hospitals are frequently made up of religious leaders who select experts to run
their institutions (Chait et al., 2011; Ndege et al.,2022). Although these institutions' overall
performance and service delivery quality may be improved if corporate governance and strategic
decision-making are aligned, good corporate governance standards have not yet been prioritized

and established in most of their strategic planning (Ndege et al., 2022).

2.6 Implementation challenges of corporate governance practices

Fahlevi, Vional and Pramesti (2022) explored the potential of blockchain technology in
corporate governance, particularly in Indonesia while acknowledging the benefits of blockchain
in enhancing transparency and accountability, they highlighted the challenge of stakeholder
acceptance. Despite its potential to revolutionize financial record-keeping, stakeholder buy-in
remains essential for successful implementation. Agnihotri and Arora (2021) investigated
corporate governance processes in government hospitals focusing on emerging markets like
India. They emphasized the complexity of governance in healthcare settings, which encompasses
economic, financial and societal dimensions. The study identified patient comfort, doctor-patient
interactions and operational efficiency as indicators of effective governance. However, achieving
effective governance in government hospitals requires navigating regulatory frameworks and

societal responsibilities.

Achiro (2022) research delved into the impact of corporate governance on the performance of
National Health Service (NHS) hospitals in England. Despite the importance of governance
structures, the study revealed significant challenges including the negative impact of certain
governance indicators on financial and non-financial performance. Board expertise, diversity,
and CEO gender were found to have mixed effects, highlighting the complexity of governance
dynamics in healthcare organizations. Leach et al. (2021) explored distributed leadership in
healthcare, particularly its influence on hospital outcomes. While distributed leadership offers a

promising approach to improving performance, the study identified communication barriers
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within hospital hierarchies. Leadership dyads emerged as a potential solution, facilitating
communication between different layers of hospital leadership. However, overcoming
entrenched hierarchical structures requires innovative approaches to leadership and
organizational dynamics. Kong et al. (2022) examined barriers to international collaboration in
neuro-oncology clinical trials, particularly in Australia. Funding constraints and insufficient
research time were identified as major obstacles, hindering participation in international research
efforts. The study emphasized the importance of embedding clinical research targets into
institutional funding and streamlining ethics processes to facilitate international collaboration.

Rockson (2021) conducted a case study on VVodafone Ghana to explore CSR practices within the
instrumental theories framework. The study revealed that VVodafone Ghana's CSR activities align
with shareholder value enhancement, competitive advantage, cause-related marketing and
corporate philanthropy under the instrumental theory. The company's CSR efforts primarily
focus on marketplace and community engagement, emphasizing promotional activities and

corporate social investment.

Kisanga (2021) adopted a multi-theoretical perspective to understand the governance of Mutual
Health Organisations (MHOs) in South Kivu, Democratic Republic of Congo. The study
highlighted the complexity of MHO governance and the inadequacy of individual theoretical
approaches in explaining governance dynamics. It proposed an integrated theoretical framework
combining stakeholder theory, agency theory, neo-institutional framework, and resource
dependency theory to better understand MHO governance. Badr (2023) investigated the
governance of health professions education in Sudan and its implications for graduate
appropriateness to population health needs. The study revealed complex governance dynamics
influencing the quantity, quality and relevance of health workforce graduates. Structural,
relational and process-related factors contributed to both gains and limitations in graduate

appropriateness, highlighting the need for governance interventions to address imbalances.

Mugisha et al. (2020) explored the challenges and strategies for effective rehabilitation among
obstetric fistula patients at Kitovu Mission Hospital, Uganda. The study identified

socioeconomic, institutional, and political challenges hindering rehabilitation efforts for obstetric
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fistula patients. It emphasized the importance of improved political commitment, adequate

funding and resource allocation to support effective rehabilitation programs.

Solomon et al. (2022) assessed the practice of healthcare governance among department heads
and managers of public health institutions in Northeast Ethiopia. The study revealed suboptimal
governance practices in the health sector with less than 40% of participants practicing good
governance. Training, job descriptions, and peer-sharing opportunities were associated with
better governance practices while political interference and young age were negatively
associated.

Mbugua (2018) highlighted the significant role of Mission Hospitals in providing healthcare to
medium and low-income citizens in Kenya, particularly in Nairobi City County. The evolution of
Mission Hospitals from religious institutions to professionally managed healthcare facilities
under organizations like CHAK and KCS reflects changing societal needs and organizational
structures. Nuhu et al. (2020) explored challenges in health service delivery under public-private
partnerships (PPPs) in Tanzania focusing on the Dar es Salaam region. Despite the potential of
PPPs to improve healthcare, challenges such as inadequate resources, ineffective monitoring and
insufficient consultations hinder their effectiveness. The study emphasizes the importance of
strengthening PPPs through better implementation mechanisms and adherence to partnership

agreements.

Mwende (2023) investigates the impact of corporate governance practices on the performance of
Mission Hospitals in Nairobi City County, Kenya. Through examining factors like board size,
independence, accountability and responsiveness, the study sheds light on how governance
influences hospital performance. The findings underscore the importance of effective governance
practices in enhancing hospital performance and resource utilization. Corporate governance
practices in healthcare, particularly within mission hospitals are essential for ensuring
accountability, transparency and effective management. Research conducted globally and locally
sheds light on the challenges and opportunities in implementing these practices. Globally, studies
such as those by Grace et al. (2018) focus on the adoption of corporate governance practices by
banks in Nairobi County, Kenya, emphasizing the impact of knowledge and comprehension on

adoption rates. Meanwhile, local studies, like that of Mutuku (2012) on private hospitals in
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Kiambu County, Kenya, reveal barriers such as resource constraints and lack of awareness
hindering implementation efforts. Ndege (2016) explores sustainability challenges in mission
hospitals across several Kenyan counties pointing out funding constraints and a reliance on user
fees as significant threats to both sustainability and governance implementation. Furthermore,
studies like Nondo (2018) on mission hospitals in Malawi and Zambia highlight governance
challenges including exclusion from decision-making, emphasizing the need for stakeholder
involvement. Kalume (2012) examines corporate governance in private hospitals in Kenya's
coastal region, noting challenges in balancing sustainability with community poverty.
Furthermore, Abdulkadir (2014) discusses internal control challenges in coastal faith-based

NGOs, underscoring the importance of formal controls for organizational trust and support.

2.7 Best Practices for Corporate Governance Implementation

Several studies have contributed valuable insights into corporate governance practices and their
impacts on various aspects of organizational performance. Rusydi et al. (2020) conducted a
comparative analysis of good corporate governance principles on human resources performance
in two hospitals in South Sulawesi, Indonesia, revealing significant differences in how
responsibility, fairness, accountability and transparency influenced hospital governance and
employee performance. Rehman (2021) explored the relationship between sustainable corporate
governance (SCG) and the internal audit function within Omani public listed companies,
demonstrating a significant and direct association between SCG and internal audit function,
indicating the importance of SCG in enhancing control functions and attracting foreign
investment. Al Mohammed (2020) delved into perceptions of hospital quality of care governance
and accreditation among healthcare workers in the United Arab Emirates, emphasizing the
pivotal role of hospital leadership in accreditation processes and the crucial role of effective
governance in implementing quality improvement programs and enhancing patient care
outcomes. Archibald et al. (2022) presented the design and implementation of Mackenzie’s
Mission, a project aimed at providing accessible reproductive genetic carrier screening (RGCS)
to Australian couples, with a focus on assessing program acceptability, feasibility, outcomes,
psychosocial implications, and implementation considerations. Prasantha et al. (2020)
investigated the level of corporate social responsibility (CSR) disclosure in annual reports of Sri
Lankan listed companies and evaluated the impact of corporate governance characteristics on

CSR disclosures, finding significant influences of board duality, board independence, audit

20



committee and board size on the extent of CSR disclosures. These studies collectively highlight
the importance of effective corporate governance practices in enhancing organizational

performance and achieving strategic objectives.

Several studies have contributed valuable insights into the relationship between corporate
governance mechanisms and various aspects of organizational performance in the healthcare
sector. Afriyie et al. (2020) investigated the effects of corporate governance mechanisms on the
financial performance of hospitals, highlighting the positive impact of independent directors on
financial metrics such as return on assets and net profit margin. Ibrahem El-Sayed Aly &
Mohamed El-Sayed Ghoniem (2021) explored the application of shared governance as a strategy
for organizational excellence in a university hospital setting, emphasizing the importance of
collaboration among healthcare personnel and the need for effective governance structures.
Abdelrahim et al. (2023) conducted a scoping review of occupational health and safety (OSH)
governance in Sudan, identifying challenges related to legislation enforcement and proposing an
integrated governance model to enhance OSH governance. Gile et al. (2022) analyzed the
influence of strategic human resource management (HRM) practices on employee outcomes,
organizational outcomes and patient outcomes in Ethiopian public hospitals, highlighting
challenges related to government regulations and implementation issues. Esther et al. (2021)
assessed the factors contributing to high employee turnover rates and their impact on
organizational performance in a mission hospital in Tanzania, emphasizing the importance of
addressing salary scales, management skills and working conditions. Finally, Mulumba et al.
(2021) presented a case study of Uganda, examining how colonial legacies have shaped
community participation in health system governance and emphasizing the need for decolonizing
health governance to ensure meaningful participation and public trust in health systems. These
studies collectively underscore the critical role of effective governance mechanisms in improving

performance and promoting accountability in healthcare organizations.

Nginyo (2018) undertook a study to look into the corporate governance practices and
competitive advantage of Kenya's KenolKobil Company Limited. The degree of corporate
governance practices in KenolKobil was determined by the study. The study employed a
descriptive research design and used questionnaires and interviews to gather data. The results

showed a moderate level of corporate governance practices, with most operations in KenolKobil
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adopting corporate governance-related policies and procedures attributable to the degree of
knowledge and comprehension of corporate governance practices and strategic management

principles that contributed to the adoption of these practices.

In his doctoral dissertation, "Corporate Governance Practices and Implementation of Universal
Healthcare Strategy in Machakos County-Kenya," Obino (2022) addresses the challenges facing
service delivery in public institutions and the increasing demand for compliance with corporate
governance practices. Focusing on Machakos County in Kenya, the study aims to determine how
corporate governance practices facilitate the implementation of universal health care strategy
(UHS). Drawing on theories such as Agency Theory, Upper Echelon Theory, and Stakeholder
Theory, the research adopts a case study design. The findings reveal that board structure, internal
controls, transparency, and risk management have been instrumental in the successful execution
of UHS in Machakos County. However, challenges such as lack of communication and
corruption hinder implementation efforts. To address these challenges, the study recommends
establishing clear lines of communication to ensure timely dissemination of information to
stakeholders and beneficiaries of UHC. Additionally, it suggests providing training on risk
management practices, especially concerning market risks, for employees at all levels. Lastly, the
study proposes automating internal control systems to enhance accuracy in transactions and
efficiency in processes like procurement and communication, thereby fostering transparency and
effectiveness in UHS implementation.

Musyula (2014) conducted a study examining Action Help International, a Kenyan NGO,
focusing on the relationship between NGO performance and governance initiatives, staffing, and
financial stability. Using a census survey of all 49 staff members at the NGO, the study
employed regression analysis to analyze the data revealing a correlation between improved
hospital financial management and accountability measures. The research emphasized the
importance of effective and sustainable organizations in benefiting society, achieved through
wealth creation, job provision, transparency, accountability to stakeholders and maintaining a
positive reputation both locally and globally. The study highlighted potential strategies for

increasing the adoption of Corporate Governance Practices (CGP).
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2.8 Research Gap

The existing literature reveals several gaps in understanding the uptake of corporate governance
practices (CGP) in organizations, particularly in the context of mission hospitals. Despite studies
such as those by Mulili and Wong (2011), Grace et al. (2018) and Nginyo (2018), the role of top
religious and spiritual leaders in influencing the adoption of CGP remains underexplored. The
influence of these leaders who often own mission hospitals on governance and CGP adoption is a
significant gap in the literature. Moreover, while recent research by Ndege et al. (2022) sheds
light on the dependence of mission hospital boards on religious leaders and their potential lack of
diverse skill sets, there is still limited understanding of how this dynamic affects CGP
implementation. Furthermore, while previous studies like those by Bamberger & Mulligan
(2011), Mutuku (2012) and Kalume (2012) provide valuable insights into CGP adoption in
private hospitals, they overlook the influence of political factors, legal frameworks, and
challenges specific to mission hospitals. In addition, the focus on external stakeholders'
perspectives, such as investors and regulatory bodies, is lacking in the literature. Another gap
identified is the limited attention given to faith-based hospitals in Kenya, with most studies
focusing on private or public hospitals. Finally, despite discussions on the extent of CGP
adoption, there is a dearth of literature addressing the challenges to the uptake and
implementation of these practices. In general, these gaps emphasize the need for further research
to understand the complexities of CGP adoption in mission hospitals and develop strategies to

strengthen their uptake.

Table 2.1 Summary of the Knowledge Gap from Some of the Literature Reviewed

Author objective Findings Knowledge
identified
Ndege et Systematically analyze Mission hospitals heavily rely on The study was limited in
al. (2022)  corporate governance religious leaders for board leadership, methodology & scope
procedures and lacking diverse expertise, which poses being a desktop study
effectiveness in faith- governance risks. Shared strategic using secondary data and
based hospitals in direction  significantly  enhances evaluating two CGP. The
Kenya performance improvement compared current study uses

to board accountability.
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Mulili and

Wong
(2011)

Fusheini
al. (2016)

Mutuku
(2012)

Grace
al. (2018)

Nginyo
(2018)

et

et

Investigate
implementation
challenges of corporate
governance practices in
developing countries,

focusing on Kenya.

Study on CGP in public

hospitals in  South
Africa

Examined CGP in
private  hospitals in
Kiambu County.
Evaluated CGP
adoption  status and

challenges within the
banking  sector in

Kenya.

Explored best practices
for implementing

corporate  governance

Many Kenyan companies struggle

with implementing corporate
governance practices due to limited
understanding, resources, and political
interference, hindering governance

effectiveness.

Low level of adoption of CGP due to
lack of financial and

knowledge of CGP

resources

Lack of funding, ignorance of the
CGP, and insufficient experience are
the main causes of the adoption

difficulties observed.

Banks embraced CGP more widely.
Understanding and knowledge of the
CGP made this possible. Primary
obstacles were insufficient financial

and human resources

Moderate  levels of  corporate
governance  practices  observed,
influenced by knowledge and

24

method and expands the
CGP scope to include

three others.

This study was limited in

Context and  scope,
loo