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Abstract: With the growing competition of globalization,atgic decision makers have been faced with
the competing interests of external and internakeholders such as greater diversity in corporate
governance, undertaking more investments in comeosmncial responsibility and maximizing financial
performance. As a result, strategic decision makgrday must not only increase their financial
performance, but also satisfy the increasing exgints of customers, suppliers and society as alevho
The objective of this study was to examine thectsffef the leadership characteristics on the social
performance among Kenyan MFIs. It focused on th® @Hality, gender of the CEO, CEO qualifications
and experience. This study adopted positivist agghip deductive approach and explanatory research
design. Population of the study consisted of @l MFls registered by the AMFI as at*3March 2012.
Data was analyzed using quantitative and qualimtimethods. Qualitative data was analyzed to yield
descriptive, the Independent samples test andadjistic regression. The major findings of the stady:
that a significant positive CEO non duality, CEQpesience and overall leadership characteristicseTh
relationship of an MFIs social performance and gender of the CEO and their education qualificatis
found to be insignificant. Overall, the results shohat MFIs in Kenya can improve their Social
performance by improving on their leadership chaesistics.
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1.0 Introduction

With the increasing commercialisation approachMéls and professionalization of the sector, theufoon
social performance which sets apart MFIs from oftr&ancial institition is being lost or sometimezkén
for granted resulting into a “mission drift” amongany MFIs.The governance of an MFI plays a major
role in ensuring that the institution keeps t® ithission (Ayuso & Argandona, 2007; CERISE, 2005;
Guarneri et al, 2011). Good leadership is expetednderpin effective and efficient social perforroa
within firms. Good governance refers to a systemeple, values, criteria, processes and procedoats
ensure that an organisation is managed properlgdttition an organisation is guided towards itssinis
and vision while ensuring mechanisms are in plackeput into practice in order to strike a balanetueen
management and control and meeting the needslatsifders. It requires better organisation plansig
and strategies that better and fulfils an orgdins&s processes more efficiently, consequently imgkt
stronger and more competitive (BBVA MicrofinanceuRdation, 2011a; Desender, 2009;Gatamah, 2005).

This study will examine the factors that influerszeial performance among Kenyan MFIs. It will foars
the leadership characteristics namely; CEO duajigyder, qualifications and experience.

Statement of the Problem

While the MFI sector has been growing rapidly antte@ach to date is impressive, the industry hasdac
major crises in various parts of the world. Thesesi experienced in the MFI sector in Nigeria in500
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Nicaragua in 2008, India in 2010, Pakistan in 20d@lar, 2009 and in Bosnia and Herzegoviima2009,
all leading to massive loan default by cliemtsd closure of MFIs has all been blamed on
commercialisation of the MFIs (Brook, Lloyd, & Syn#011; Tambiah & Geake, 2011).

Many scholars have expressed concern that the coriatieation of microfinance is leading to a missio
drift evidenced by the over-preoccupation with pedfility at the expense of poverty reduction artkleo
development goals. The blame has been laid onttlee MFIs’ leadership characteristics (CGAP, 2005;
Ayuso & Argandona, 2007; Cull, Demirguc-Kunt, & Miuch, 2007;Beltratti, 2005). Prior studies on
governance and social performance have focusedrairaw set of board characteristics and one or two
aspects of social performance.

There have been calls for more comprehensive ¢ieat and empirical investigations into the fasttrat
determine an MFI's social performance (ManderliBgcq, Giacomin, & Janssen, 2009;loannou &
Serafeim, 2010,Hartarska, 2005; Mersland & Strod®72.My study differentiates itself by endeavoring
investigate, analyze ,document and give recomat@rs on a the effect of board characteristicshen
social performance among Kenyan MFIs.

Objectives of the Study

The overall objective of this study is to establesid document the effect of leadership characitesisin
the social performance of Microfinance Institution&enya by seeking to:

Establish whether CEO duality influences an MF&ial performance.
Evaluate the gender of the CEO affects the soeidbpmance of an MFI.
Examine whether the CEO qualifications an MFI'siabperformance.
Investigate the effect CEO experience on the spadbrmance of an MFI.

N

2.0 Literature Review

The literature reviewed included theoretical andpieital literature. The study is founded on the
stewardship theory with a brief comparison with #ggency theory. Past studies on the CEO’s effect on
performance were also reviewed.

2.1 Stewardship Theory

The stewardship theory holds that the CEO essbntia@nts to do a good job, to be a good stewarihef
corporate assets, that they have an inherent ntiotivaworking diligently to achieve good corporate
performance, with interests similar to those of gtakeholders (Brennan, 2010; Donaldson & Dauvis,
1991;Aras & Crowther, 2007). Thus stewardship thelmolds that performance variations arise from
whether the structural situation in which the exi®euis located facilitates their effective action
(Donaldson & Davis, 1991).The board on the otherdhacontributes to the stewardship of the of the
organization while giving unencumbered authoritg aesponsibility to the management (Brennan N. M.,
2010).

Stewardship theory implies a more collaborativeragph between management and boards. Under this
approach, empowering managers (stewards) of tha fio exercise unencumbered authority and
responsibility enhances board management ties auisidn making (Bennan, 2006). According to
stewardship theory, executives responsibility maytralize self interest behaviors derived from CEO
duality, and they are even much more devoted t@mraky corporate performance (Wu, Lin, Lin, & Lai,
2009).Proponents of the theory agree that CEO tyuaind less involvement of independent directors
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brings in positive effects for an entity’'s sogurformance. While the agency theory treats masaage
opportunistic people motivated by self-interest aafls for the clear separation of the roles of board

and management, the stewardship theory views theagesnent as stewards whose motives are largely
aligned with the objectives of their principals andlls for development of an effective cooperation
working relationship between the managers and tlaedo

2.2 Leadership Characteristics

The lack of visionary leadership has been citedhas biggest challenge for the promotion of social
performance management and is therefore key ferstoidy (AMFI, 2012). The leadership charactemstic
discussed hereunder are; CEO duality, CEO genlr,levels of qualifications and work experience.

2.2.1 CEO Duality

CEO duality concept is used to describe a scemdnere the role of the CEO and chairman are perfdrme
by one person. When the CEO and chairman functiwegperformed by the same person there is CEO-
Chairman duality. There should be clear separatfahe role of the board chair and the CEO to altbey
board to make independent, responsible decisi@rticplarly on issues such as management perforenanc
and compensation (Cherono, 2008; Jacobs, Mbebaarirtgton, 2007).When the CEO doubles up as the
Chairman , it will be difficult to distinguish beeen the management and board’s power thus negativel
affecting the institution’s governance (BBV Micméince Foundation, 2011b).The CMA (2002) stipulates
that there should be a clear separation of theaioderesponsibilities of the chairman and CEO suema
balance of power and authority and provide forckseand balances such that no one individual has
unfettered powers of decision making.

From the agency theory perspective, CEO dualityaiinspthe effectiveness of monitoring activities and
thus may weaken the performance of an MFI. On therchand, the stewardship theory claims that the
CEO duality creates a clear leadership role forfitme and therefore it may lead to better perforc®n
(Aras & Crowther, 2007).

Manderlier et al (2009) using data from 59 MFlIsnfrdive Asian countries studied whether powerful
CEOs, proxied by CEO/Chair duality influence thefpenance variability of the MFIs. They found that
the CEO power only has an effect on MFI performavexgéability when there are no stakeholder eledtive
on the board, while there is no effect of CEO poareperformance variability when there are stakedol
electives on the board. Similar results were olethiby Galema et al.(2009) .The results also inditéat

an MFI with a powerful CEO is not only one with therst performance; it is also one with the best
performance. They concluded that for MFIs searchingnaximize financial results powerful CEOs can
help achieve this goal as long as they are coettdlly stakeholder electives or other independeattdirs.
The results indicate that MFIs with CEO duality &akigher performance variability if CEOs have
sufficient discretion. CEO duality has also beeanfid to be negatively and significantly relateditom
performance (Wu et al, 2009;Zheka, 2006; Bermidg,02Raymak & Bektas, 2008), inferring that , under
the condition that the CEO serves as chairman ,btbeed would most likely fail to be an objective
supervisor, correspondingly , putting firms at aadivantage. On the contrary, other studies (Kul@52
Krivogorsky, 2006) are in favour of CEO duality,ggiesting that it may improve corporate performance.
However, Weir and Liang (2007) and Tanrioven, Kd@aplan, and Basci (2006) find no relationship
between CEO duality and company performance. Adséhstudies focus on the general MFI performance.
This study will focus on the effect of the CEO dtyalon social performance without predicting treure

of the relationship as previous studies have ygtldexed results.
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2.2.2 Gender of the CEO

Most of the MFIs serve female clients and thus hga female CEO may mean they are served better as
she may understand challenges facing women. Sonie d&le gender as selection criteria for their CEO i
the institutions mission deems it necessary forngda, if the institution is dedicated to women
empowerment (Tembo, Determinants of social perfamari Microfiance Institutions in Kenya., 2011).

Though the governance guiding principles are sitenthe gender of the CEO there has been a worwid
movement to empower women and the Kenyan constitutias provisions that are geared at ensuring
women hold position of leadership. In other cowstiiike Norway and Spain, the government has aread
enacted a law requiring all listed companies to4fi% of their board seats with female directorseyr are
however silent on the gender of the CEO.

The stakeholder theory advocates for recruitmerat ffmale CEO as they spend more time on monitoring
activities. This would also serve to ensure thatittierest of the female clients who make up th@ritg
of the MFIs clients are well taken care of.

Studies conducted on the effect of as female CE@eaformance have focused on different aspect of
performance. Galema et al.( 2009) ,Mersland andnstf2007)and Bermig ( 2010) found that having a
female CEO increases financial performance. Mairatedt al (2009) while studying the impact of
powerful CEO on MFI performance found that CEOsdggrhas no effect on social performance. Bermig’'s
( 2010) study on the effect of female directorseanning management found that they are associathd w
less earning managegment. Hartarska ( 2005) and\W20604) found that boards with higher proportion
of women on the board reach more and poorer boreowdhis implies that female board members
contribute to good governance as they are bettaitors. This study will explore whether a female@E

is associated with better social performance ofi&h in support of the proponents of the argumet th
women understand the needs on their fellow womem fahm the majority of their clients.

2.2.3 CEO Qualifications & Experience

CEOs are often referred to as executives of thiedsiglevels, entrusted with the responsibilitycoptovide
leadership and strategic direction for the firm ¢(m, 2008). In executing their role, CEOs contebut
innate talent, entrepreneurial skills, and educaiio specific fields to the MFI. The individual &ise
operational leader for the institution and the espntative of the entire staff to the board plalsyarole in
the long -term success of the institution and ie tealization of the MFIs mission (Jacobs, Mbeba, &
Harrington, 2007; BBV Microfinance Foundation, 2@).Proponents of the resource dependence theory
argue that the qualifications and experience ofGE® is a resource that results into a better pmifay
MFI. However, the argument would only hold if th&@s are committed to the mission of the institution
and apply themselves fully to its mission achievenas suggested by the stewardship theory. Theireso
dependence theory thus seems to negate the argwfntrd agency theory (Beltratti, 2005; Dulewiez &
Herbert, 2004).

The usefulness of CEO expertise in effective MFdgegnhance has been mostly studied in the context of
how financial expertise affects financial repagtiuality (Campion, Linder, & Knotts, 2008).Howevbe
ability of financial experts to oversee the effeetiess of social performance is questionable Isectheir
professional expertise is more suitable for mairigp financial performance .On the other hand CEOs
with better understanding of the social performamemagement are arguably more adept in enhanaing th
MFI social performance. Heenetigala, (2011) prosigigong support for this view by showing CEOs with
legal background are more prevalent in firms wharsts of environmental regulations are higher. i@n t
basis of these arguments, it's expected that CEi@s higher exposure on social performance will more
carefully monitor social performance managemenidassleading to better social performance. Thotgh i
would be expected that CEOs that hold directorshipther firms may perform better due to their
exposure and experience, Villiers, Naiker, and &a@009) found that this did not hold and argws th
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may be due to their efforts being distributeidlthbetween running their firms and monitorirge tfirm
in which they hold directorship positions.

The highest academic achievement, professionalriexjpe of the CEO, and membership to other boards
will be employed as indicators to measure the joations and experience of the CEOs (Galema, Iénsi

& Mersland, 2009). Because of the conflicting evide and views, the researcher will not specify an
expected sign for the relationship between CEOifications and experience and social performance.

2.3 Social Performance

The microfinance sector has largely grown overybars riding on its dual mission, of meeting theialo
and financial objectives. Social performance forMRl involves achieving their social mission, isal
involves an MFI's continuing commitment to behatei@lly and contribute to the economic development
while improving the quality of life of their cliegt the workforce and their families as well as libeal
community and society at large. Social performan@magement is the process of aligning an MFI's
strategic planning and operational systems to aderstanding of client vulnerability and poverty
(Campion, Linder, & Knotts, 2008; Heenetigala, 2®Rliyne, 2012).

The stakeholder theory explains how while the dasmatract theory, the slack resources, and legitiyn
theory explain why social performance is importdot entities like MFIs. The stakeholder theory
advocates for meeting of all the stakeholders’ digeand often divergent expectations in the MFiiets
thus recommends the inclusion of the various stalkleins’ representatives in the governance on the
institution (CERISE, 2005; Heenetigala, 2011). ArFIM social viability can only be achieved when
different stakeholders bridge different interestl @aach a compromise. The slack resources theks li
the firm financial performance to its social perfance arguing that as a result of improved findncia
performance; firms get a greater freedom to iniresiocial responsibility. The social contract theand

the legitimacy theory impose the social responigjbitonsideration in an MFIs operation as a means
justifying its existence while the slack resourttesory advocates for investment in the social perfoce.

To evaluate social performance it is necessaryeterthine the constituents of good social perforraanc
using performance indicators which are measuratdievant and important. Prior studies on social
performance have mainly focused on the relationbbtpreen the financial and social performance ofdMF
(Sahin, Basfirinci, & Ozsalih, 2011; Olayinka, 20Marious studies on social performance have used
different measures. Manderlier et al ( 2009) lweirt study on the impact of corpoate governance
mechanism on social performance use the numbectofeaborrowers and the average loan size as a
measure for social performance.Galema, Lensink, Matsland (2009) use the average loan size.Arun
and Annim (2010) use outreach to represent speigbrmance while Ruben and Schers (2007) analyse
the breadth and depth of outreach.Sahin et al (2044 a corporate social responsibility index regbby
firms in measuring their social performance whighmade up of a number of social indicators. Théasoc
performance index appears to be more objective .Gimeent study will use the CERISE Social
Performance Indicators tool which give a firm’s isb@erormance index using four dimensions, tanggti
and outreach ,appropriateness of products andcestvbenefits to clients and social responsiblitiis
measure is more comprehensive as it includestadr gteparate measures used in prior studies imaerge

the score.

2.4 The Conceptual Framework

The conceptual framework hereunder illustratespeeceived link between the independent (leadership
characteristics) and dependent variable (socidopaance) .Evidence from empirical research suggest
that there are several leadership characteristatanfluence the social performance of MFlIs. Thaables
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considered to affect social performance in thisdgteomprise of CEO duality, CEO gender, CEO
gualifications and CEO experience. Similar concapftamework models have been widely used to study
effect of governance mechanisms on the performahfems (Manderlier et al, 2009; Villiers, Naike&,
Staden, 2009; loannou & Serafeim, 2010; Sahin, iBasif, & Ozsalih, 2011; Heenetigala, 2011). The
common governance mechanism that have been usedegendent variables in this studies are boar] siz
proportion of independent and dependent directexgstance of committees ,board composition, board
tenure , CEO duality , female CEO , board memebtgation , CEO education , internal controls, legal
ownership, political and legal enviroment.The ipeledent variables have been the firms, financial
performance , social performance, enviromentalgoerénce and corporate governance score. loannou and
Serafeim (2010) uses indecies to measure thealsperformance, governance , and enviromental
performance scores while Heenetigala (2011) usesdhporate social responsibility index to meashes
social performance score hence justifying the diseich an index in this study.

Leadership Characteristics

« CEO duality . Social Performance of an
MFI.

* Gender of the CEO

» CEO qualifications

* CEO experience

Independent variables Dependeniades

Figure 1: The Conceptual Framework

3. Methodology

This study used a survey research design. Sincsttlty was on the effect of board characteristics
social performance of MFIs in Kenya, the samplingme was obtained from AMFI. Institutions
belonging to the banking industry, insurance IndysDevelopment organizations and Deposit taking
Institutions were excluded form the study from thepulation. This is due to the special regulatory
environment that they operate making them mdfieiefit (Ali & Wise, 2009). A sample consisting of
members of AMFI was considered a good representatidhe industry since AMFI is the umbrella body
of all the MFls in Kenya duly registered (AMFI, 22d). A sample of 39 MFIs registered by June 2012 wa
used.

Information about the board characteristics watect#d for the MFIs chief Executive officer usingelf
administered questionnaire. The Social performasware was obtained using a CERISE tool based
interview schedule. The interview schedule was adstéred to each of the MFIs operations managers as
they were best suited to handle the SPM issudsegsnork closely with the filed staff.

3.1 Dependent and Independent variables

The Dependent variable of the study was the s@adlormance score represented by SPM score which
was a percentage based on the CERISE tool. Th@éndent variables were CEO duality, gender of the
CEO,CEO qualifications, and CEO experience.

31



European Journal of Business and Innovation Relsearc
Vol. 1. No. 1. March 2003, pp.26-43

Published by European Centre for Research, TramimgDevelopment, UK (www.ea-journals.org)

3.2 Statistical Analysis

For the purpose of empirical analysis, this studgdudescriptive statistics, the independent satrast
and the logistic linear regression as the undegltatistical tests. The regression analysis wa®mpeed
on the dependent variable SPM to test its relatignbetween the independent variables. The regnessi
model utilized to tests the relationship as follows

P(Y=1) = 1

1 + (B0 +BLX1+e)

Where:

P(Y=1) is the probability that an MFI's hasighsocial performance Score
Bo is the intercept coefficients

B the coefficient the e independent variables

X1 leadership characteristics (statistically vintégl)

€ Error term

4. Data Analysis and Presentation of results

The objective of the study was achieved by an amlgf the descriptive statistics for the CEO dwyali
gender of the CEO, and the CEQ’s qualifications exgeriences. The significance of the effect afhea
indicator on SPI was established by comparing teamvalues of the independent variables for MFls
with a high SPI score and those with a low SPlecdhe independent samples t —test was used tosazemp
the means. The tests were carried out for eachdifators used to measure leadership characterstid

for the composite variable. The details of theiltssare discussed below.

4.1 CEO duality

The study sought to find out whether there wasearcéeparation of the roles of the CEO and thedboar
chairman.CEO duality exists where the ChairmarhefMFI double up as the CEO. The study found that
96% of the MFIs had their chairman as non execudivectors. This means that majority of the MFId di
not have CEO duality hence had the chairman obtdad and the CEO with separate and distinct roles.

The study largely corroborated what is reportethanprevious studies (Manderlier, et al 2009; Galem

al 2009; Zheka,2006) that most of the MFIs haveasgpd the roles of the CEO and the board chairman.
This implies that majority of the MFIs did not ha@EO duality and hence comply with the various
corporate governance guidelines. Best practicesmetend that the chairman should be non executive
hence separating their role from that of the CE®AC2002; BBVA Microfinance Foundation, 2011a).

The board of directors is set up to monitor manager the behalf of the stakeholders. The effedhef
separation of the role of the chairman and the @Elixely result in the board effectively exercigitheir
supervisory role. This would result in the estdbtient of unity of command at the head of the MFuldo
thus allowing the firm to send a reassuring messageakeholders.

The results in table 1 present the comparisonefitfierence in means for MFIs without CEO duyafdr

MFIs with high SPI scores and those with low SRires .The results revealed that the two were differ
and that the difference was significant (t=-2.069% 0.05).This means that on average MFIs withgh hi
SPI score have of separation of leadership rolesdsn the Chairman and the CEO. This implies thatra
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organization separates the role of the CEO antdlaed chair, the social performance score is highieis
can be attributed to the agency theorists perspe@EO duality impairs the effectiveness of moiritgr
activities thus weakening the performance of an §&ahin, Basfirinci, & Ozsalih, 2011; Desender, 200

Scholars, Wu et al, 2009; Bermig, 2010; and Kay®akektas, 2008 found similar results in theirdstu
on the effect of CEO duality on the general perfanoce of the MFIs. Further confirming that under the
conditions that the chairman also serves as the, @#board would most likely fail to be objectithus
putting the MFI at a disadvantage (Kula, 2005).

This could be as a result of the CEO who is algoctiairman exerting undue influence on the boaud th
compromising their oversight and governance rols the other hand, the separation of the CEO and
chairman’s role could mean that the board is abléentependently offer their supervisory role while
furthering the interest of the stakeholders. Thiyrbe the reason for better social performance gmon
MFIs that have defined clear roles for the CEO #aedChairman of the board.

4.2 Gender of the CEO

This research focused on how the gender of the @f«€ated the SPI score of an MFI. The study results
indicated that majority (86 %) of the CEOs were mdile the remaining 14% were women .The results
further reveal that a majority of MFIs that wepedised on promoting the welfare of female clientsen
still male headed.

The results of the study lender support to eafiretings by Bermig (2010) and Brennan N. M., (2p10
who found that majority of the MFIs were male hehdgen though most were began to support the plight
of poor women. The two authors argue that mostpher women lack the collateral to enable them
borrows from formal financial institutions thus yhend up as MFI clients. They argue that women CEOs
would better understand the needs of their felloame&n and thus should be CEOs of the MFIs as
advocated by the stakeholders’ theory.

The results may be attributed to the patridroladure of the Kenyan society. The results are dvewn
contrary to the expectation from theoretical litara reviewed. The literature stipulates that sinoast
MFIs clients are women, female CEOs would domintie sector as they are considered to better
understand the problems their fellow women facer(@alier, et al, 2009;Webb, 2005; Bermig, 2010).

An independent samples t-test on the gender o€#® for MFIs with a high SPI score and those with a
low SPI score showed that although their meangliffierent, the difference is not significant (t 5520, p

> 0.05) as shown in table 1.This means gender ®GRO has no significant influence on the social
performance of an MFI. It does not therefore mattieether the MFIs is female or male headed in aaga
social performance is concerned.

The insignificance of the relationship implies thfz¢ gender of the CEO does not affect an MFI'gllef
social performance. These results were contratiggaxpectation discussed in the literature rewidgre

it was argued that female CEOs would have the ésteof their clients in mind as majority of thene ar
women (Manderlier et al, 2009). The findings cadict the stakeholder thoery which advocates for
recruitment of female CEOs as they spend more timemonitring activities (Galema, Lensink, &
Mersland, 2009).They results however confirm thelihgs by Manderlier et al (2009) who while
studying the effect of CEO on peromance found glesteder did not have an influence.

The results imply that the gender of the CEO da#gmatter as far as the monitoring of the SPI iattics

is concerned. This could be due to the fact CE@xammitted to the achievement of the mission eirth
MFIs irrespective of their gender. This may haveerbdurther enhanced by the inclusion in their
performance evaluation of some or all the socidlgumance indicators. This would mean that theyehtav
perform well in the social performance indicatoss @ basis of their continued employment and in
determining their levels of remuneration.
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4.3 CEO qualification

Descriptive statistics revealed that that the nigj@0% of the CEOs had a Masters degree, 29% instd f
degree, 7% had diplomas while 4% had doctoratee@sgas the highest academic achievement. Thesresult
indicate that most of the CEOs (93%) had at a Usityedegree as highest education qualificationdyQ

of the 38 CEOs (4%) had their highest academicifigetion being diplomas.

The results contradict earlier findings by Mori a@omi ,(2012) who conclude that since MFIs sah&
lower end of the market , they are run by lessifiadlstaff.The finding are however not surprisiaigd
could be explained by the a rapid expansion in Ehsity education in Kenya. This has resulted iisa in
the working class adults going back to school duevailability of various flexible programmes that
address their needs.

The resource dependence theory views the CEO wadiliin as a resource that should have a positive
contribution to overall performance of an MFI. Edtion plays a key role in management skills transfe
and in understanding and promoting society chaBgenfan N. M., 2010).

A comparison of the means of MFIs with a low SRirecand those with a high SPI score based on the
qualifications of their CEOs. The two means aréedént, but the difference is not significant (@01, p

> 0.05) as shown in table 1.This means that althaugaverage, MFIs with better SPI scores have more
educated CEOs, their qualification did not sigrfitly effect on the score. This further implieatthn

MFI led by a not so highly qualified CEO may perfojust as good as on led by a highly qualified
CEO.The results contradict the expectations basdthie resource dependence theory where qualifitatio
of the CEO are viewed as a resource that would gpdieal to improve the performance of an MFI
(Dulewiez & Herbert, 2004; Beltratti, 2005).

The results further contradict the findings of $#sdon the influence of CEOs education on firm
performance (Zheka, 2006; Bennan, 2006; Pascal &lsied, 2012). Better education compared based on
the level of highest academic achievement attabmethe CEOs. They found that there was no diffegenc
in firm performance between those firm managed EY)Gvith MBA and those firm managed by CEOs
without a graduate degree. Furthermore, they fahatl there was no difference in performance of firm
between those managed by CEOs from the prestigithmol and those from less prestigious school.

Drawing from resource based theory and the findiofghis study, the CEO could be viewed as is uajqu
resourceful personnel having managerial charatteyisand social performance experience. The
interactions of these managerial characteristidh sirategic decision making processes enable this M
they manage to have better SPI scores which isnktineir strategic direction.

4.4 CEO work experience

The study included the identification of the workiexperience of the CEO who was part of the study.
Majority of the CEOs 50% had between 6-10 year&adk experience, while 22% and 21% had between
11-15 years and between 16-20 years respectivedpoRents of the resource dependence theory angtie t
the qualifications and experience of a CEO wouldab@source form which should be reflected in and
MFI's better overall performance.

A Comparison of the mean difference in the averagaber of years of the CEO experience for MFIs with
high SPI scores and those Low SPI scores revéadedhe two were different and that the diffeeenas
significant (t=-7.059, p < 0.05) as shown in tabl&his means that MFIs with a high SPI score have o
average more experience CEOs compared to firmsavidw SPI scores. This further implies that as the
average number of years of the CEO experiencedress so does its SPI score. This implies thahas t
number of years of CEO experience increases, tled t¢ social performance increases. These reaudts
consistent studies by Krishnan (2005), Pascal &ded, (2012) and Bennan, (2006) who find significa
positive relationship between the usefulness of G®s experince and financial reporting gaulityeTh
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findings support the resource dependence theoighwhiews the CEQO’s expereince as a resource that
results into a better performing MFI (Beltratti, ().

The results imply that a CEO’s professional backg and work experience improve the MFI social
performance score. This could be due to the imgtavenagerial skills acquired with more years of
experience in the industry. The results could aksattributed to their thorough understanding ef M-I
business and the target market which leads torlgtéormance both on the social and financial son

4.5 Leadership characteristics

An overall leadership characteristics compositeresagas obtained by weighting each of the indicators
discussed above (CEO duality, gender of the CEQD @QHalifications and experience). The score was
subjected to an independent sample t-test andtaoplbe means graphically displayed. The resutisnf
the t-test as reported in Table 1, show that me&nghe composite leadership characteristics sebMFIs
with a high SPI score differ from that of thosetwét low SPI score. The results further revealetiibard
characteristics and an MFIs SPI score are posjtighted in a statistically significant way.

From the logistic regression analysis on Tableh2,leadership characteristics is a strong predict@n
MFIs SPI score with an odd ratio of 1.808. Thisidated that MFIs who had a high leadership
characteristic score were over 1.808 times momyliko report a high SPI score than those who hiadva
leadership characteristic score controlling foroéitler factors in the model.

The argument from the resource based theory is tie&tCEO’s education qualification, professional
qualification and experience enable them to deph@yr knowhow and improve the social performance of
the MFI (Pascal & Mersland, 2012; Mersland & Stra@2007).The results confirm findings from earlier
studies which identify the CEO characteristics asitpvely to an MFIs performance (Ali & Wise, 2009;

Heentigala, 2011; loannou & Serafeim, 2010).Theultesimply that as the overall the leadership
characteristics score improves, there is an imprare of the SPI score.

The leadership characteristics profile the quadtythe CEO which can be associated with good social
performance of an MFI. The results could be exgldias resulting for a better understanding of tidsM
strategic choices that positively influencessitxial performance. The positive significant relaship
between leadership characteristics and the Soerébymance of an MFI is vital because it implieatth

the leadership is improved, MFIs will be able toettheir social mission.

5. Conclusion

The aim of this study was to examine the effedeaflership characteristics on an MFIs social peréorce
score. In achieving this aim, the study obtaineith da variables which were believed to have retetiip
with SPM from theoretical and empirical literatusview. These variables included CEO duality, gende
of the CEO, CEO qualifications, and CEO experiere. the basis of these variables, the research
questions were formulated.

Results from the study indicate that there is girpasitive association between board size and SHi4 .

is consistent with the finding of (Tembo, Determmiteaof Social Perfomance of Microfinance Institaso

in Kenya., 2011).The study reveals a positive @atioa between CEO non duality, CEO experience and
the overall leadership characteristics with an M&dgial performance. The effect of the gendehefCGEO
and their education experience has no significalationship with an MFIs social performance. Theutes
indicate that MFIs that have separated the rokh@{CEO and the board chair, and have more exmpetden
CEOs have better social performance scores.
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Therefore this study recommends that CEO dualityukl be discouraged among the MFIs while
recruitment of experienced CEOs should be encodragéis study may be improved by including

additional leadership variables that may affectseal performance of an MFIs.

Table 1. Independent sample t-test for leadershipharacteristics

Low SPI score

High SPI score

Variable Mean Mean t-statistic Sig.

CEO duality 1.91 2.00 -2.069 0.044

Gender of CEO 1.09 1.19 -1.520 0.131

CEO qualifications 2.57 2.63 -0.401 0.689

CEO experience 4.30 9.67 -7.059 0.000

Leadership Charact’s 5.46 7.38 -5.778 0.000
Table 2: Variables in the Equation

B S.E. Wald  df Sig. Exp(B)

LEAD CHR 0.592 0.155 1455 1 0.00 1.808
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