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ABSTRACT 

 

This study centers on the contribution of corporate governance to the performance of 

Mwanza Urban Water Supply and Sanitation Authority 

The study specific objectives were to determine if MWAUWASA has code of best 

practice for good Corporate Governance in place, the way MWAUWASA complies 

with those codes, to determine how Corporate Governance influence performance at 

MWAUWASA, and to identify the factors that affect Corporate Governance 

framework at MWAUWASA.  

 

Theories like Stakeholder Theory, The Agency Theory, The Shareholder Theory, 

The Political Theory, and The Stewardship. Different literature has been consulted 

and the gap between the previous and this research has been identified. 

The Sample was determined using ‘Raosoft Sample Size Calculator’, while Stratified 

Sampling, Judgmental / Purposive, Simple Random Sampling, were Sampling 

Techniques used. Interviews, Focus Group Discussion and Observation were used in 

collecting both Primary and Secondary data and then the data was qualitatively 

analyzed using Content Method and quantitatively analyzed using Statistical Package 

for Social Science (SPSS) computer program.    

 

Among the finding include, issue of gender imbalance, where the organization is still 

a male dominated, the organization having some employees with primary education, 

but the majority having above secondary education signifies that the data collected 

was reliable, Despite having Codes of Best Practice in place at MWAUWASA yet 

majority of the employees are clueless about the presence of Codes of Best Practice 

in the office it shows there is a poor information system. Researcher is convinced 

that at MWAUWASA, from five corporate governance framework examined, there 

is high compliance of integrity and fairness by the board of directors there is a high 

level of accountability to society. Researcher also concludes that the level of 

compliance to integrity and fairness by the management of MWAUWASA is just fair 

as justified by 42.6% of the respondents.  



 

vii 

Researcher noted that lack of information highly affect corporate governance at 

MWAUWASA,  followed by agency problem, incompetence of management, 

incompetence of employees, and finally poor board supervision being affecting 

corporate governance to the low extent at MWAUWASA.   

 

Recommended solutions include; MWAUWASA should take affirmative action to 

employ more women, MWAUWASA should encourage their staffs that are still 

having primary education to go for secondary. MWAUWASA   should institute 

training programs on codes of best practice for corporate governance. Integrity and 

farness exercised by management of MWAUWASA should be improved to good 

position. Management of MWAUWASA should insure that information pertaining 

the running of the organization is available to employees at the right time and place 

MWAUWASA should reduce agency problem by seeking various incentive plans 

that may motivate its management and other employees so that they feel part and 

parcel of the organization. 
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CHAPTER ONE 

 

INTRODUCTION AND BACKGROUND TO THE STUDY 

 

1.1 Introduction 

This chapter introduces the study. The background to the study is provided in Section 

1.2, the problem is stated in Section 1.3, the objective of the study is in Section 1.4, 

the research questions are in Section 1.5, and Section 1.6 contains the significance of 

the study. Furthermore, Section 1.7 presents limitations and delimitations of the 

study while Section 1.8 provides the scope of the study. 

 

1.2  Background of the Problem 

 Corporate governance is two ways focuses on accountability of the management and 

the board to society and the responsibility of the society to act ethically towards the 

operations of the organization. In this case there is integration between various 

stakeholders that drives corporate governance. The most significant aspect regarding 

the efforts of this integration is the prolonged lack of commitment in various 

stakeholders that hinders the effectiveness of the corporate governance in Mwanza 

Urban Water Supply and Sanitation Authority. 

 

Hill and Jones (2004) concluded that all stakeholders are in exchange relationship 

with the company. Each of them supply the organization with important resources 

(contributions), and in exchange each expects its interest to be satisfied. It is in this 

case we have to look the concept of corporate governance from all angles.  

 

Stakeholders for example provide the enterprise with risk capital and in exchange 

expect management to try maximizing the return of their investment. Creditors also 

provide the company with the capital and expect that the interest due to them will be 

paid on time and in full. Employees provide labor in exchange for job satisfaction, 

job security and good working conditions. Customers provide the company with 

revenue in exchange want high quality, reliable products that represent value for 

money. Government also provides rules and regulations that govern the business 



 

2 

practice and maintain fair competition and in exchange want companies to adhere to 

these rules. Unions however, help to provide the company with productive 

employees and in exchange they want benefits for their members in proportion to 

their contribution to the company. Local communities, too, provides the company 

with local infrastructure and in exchange want companies that are responsible 

citizens. 

 

1.3  Statement of the Problem 

Mwanza Urban Water Supply and Sanitation Authority (MWAUWASA), has 

experienced a lack of good corporate governance, calling for conflicts amongst her 

stakeholders and as a result suffered losses. Customers and general public believe 

that Board of Director, Management and Employees have failed to act with integrity 

and commitment. They believe that Management and Employees are corrupt and are 

only concerned with their part as they have been involved in collusion with some 

employees to ruin water authorities by not paying for the cost of the service rendered.  

This side also believe that there have been more interference from parent ministries 

or central Government and thus limits the degree of autonomy and thus impairs 

corporate governance. 

 

Lack of sound corporate governance leads to bribery, crony capitalism, week legal 

and regulatory systems, inconsistent auditing standard, poor operational practices, 

unregulated capital market, inefficient Board of Directors, disregard to the interest of 

minority shareholders and other stakeholders, and corruption; all these suppressing 

sound and sustainable economic decisions. 

 

Therefore, the current study is an attempt to examine the contribution of corporate 

governance to the Performance of Mwanza Urban Water Supply and Sanitation 

Authority (MWAUWASA). 
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1.4  Objectives of the Study  

General Objective 

The general objective of the study was to investigate the contribution of corporate 

governance to the performance of Mwanza Urban Water Supply and Sanitation 

Authority. 

 

Specific Objectives 

The specific objectives here as follows; 

(i) To determine if MWAUWASA has codes of Best Practice for Good 

Corporate Governance in place 

 

(ii) To determine the extent of compliance with corporate governance framework 

and best practices at MWAUWASA 

 

(iii) To determine how corporate governance influenced performance at 

MWAUWASA. 

 

(iv) To identify the factors that affect corporate governance framework at 

MWAUWASA. 

 

1.5  Research Questions 

General Questions 

What are the contributions of the Corporate Governance to the performance of 

Mwanza Urban Water Authorities. 

The study also addressed the following specific questions. 

(i) What are the MWAUWASA codes for Best Practices for Good Corporate 

Governance. 

(ii) To what extent has MWAUWASA complied with corporate governance 

framework and best practices. 

(iii) What are the factors that affect corporate governance framework at 

MWAUWASA. 

(iv) How does Corporate Governance influence performance at MWAUWASA. 
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1.6  Significance of the Study  

The study is significant in that, it supplement the existing knowledge on the effect of 

Corporate Governance in Mwanza Urban Water Supply and Sanitation Authority 

(MWAUWASA).The knowledge gap provides the researcher with an opportunity to 

carry out an investigation in the areas identified for the purposes of adding 

knowledge to the already existing knowledge. The findings and recommendation of 

the study will be used as a management tool, to help management and Board of 

Directors improve Corporate Governance in their area. It will also assist the 

management and the Board of Directors educates customers about their duties for 

enhancing effective corporate Governance.  

 

The study was specifically significant in that;  

(i) The findings of the study determined and identified factors that affect good 

corporate governance in Mwanza Urban Water Supply and Sanitation 

Authority and suggested measures to address them and hence contribute 

towards improvement of corporate governance among Water Authorities in 

Tanzania.  

(ii) The study identifies areas that corporate governance frameworks are less 

complied with at MWAUWASA and suggested for the improvement. 

(iii) The study contributes to the body of knowledge by providing practical 

solutions to corporate governance problems facing Mwanza Urban Water 

Supply and Sanitation Authority  

(iv) The study was useful and applicable to students of ethics and corporate 

governance. 

 

1.7  Limitation and Delimitation of the Study  

This study was focusing on the effect of corporate governance in MWAUWASA as 

the main driver of performance. Furthermore, the study identifies some of unethical 

practices done by various stakeholders (Board of Directors, Management, 

employees, and customers) that affect presence of effective corporate governance 

and therefore affecting the performance of MWAUWASA. 
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The researcher encountered the following limitations as they are explained here 

under.  

 

Due to the time limitation, face to face interview was conducted to few respondents, 

this led to difficulties in collecting data. This was resolved through rescheduling time 

and making interview appointments with respondents after office hours. 

 

The second problem was difficulties in accessing the respondent in their respective 

offices.  Some of staff works on shifts and others were in site. Researcher overcome 

this by remaining in the office until late hours so that employees who were in the 

field come back from the field, sometimes researcher had to come very early so that 

he can meet those employees who working in the field. 

 

Moreover, budgetary constrains was another limitation. Researcher tried to reduce 

budgetary constraints by squeezing his timetable during data collection exercise. 

Researcher had to do multiple tasks in few days .The planed days for data collection 

was 5 days, but researcher did it in two days 

 

Unwillingness of the respondents to answer research questions was another 

limitation. This was due to the fear of being misunderstood by their supervisors if 

they realized that their subordinates gave unfavorable information about their 

organization. This was resolved by researcher through sparing his time to explain the 

study that was intended for academic purposes and not otherwise and the respondent 

views would be strictly kept confidential and never to be disclosed to anybody 

including the management. 

 

1.8   Scope  

The study was conducted in different departments, sections and units at 

MWAUWASA 
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1.9   Definition of Key Terms 

 

Research Methodology is a science of studying how research is done scientifically, 

(Kothari, 2009). 

 

Research Design is defined a research design as the blueprint for the collection, 

measurement and analysis of data. Research design is plan and structure of 

investigation so conceived as to obtain answers to research question (Cooper and 

Schindler (2006). 

 

Sample is a segment of the population in which a researcher is interested in gaining 

information and drawing conclusion (Babbie 1992). 

 

Primary Data 

Primary Data is the data that has been collected from first-hand-experience and it has 

not been published yet and is more reliable, authentic and objective and it has not 

been changed or altered by human beings, therefore its validity is greater than 

secondary data (Adam and Kamuzora, 2008). 

 

Secondary Data 

Data collected from a source that has already been published in any form is called as 

secondary data. Mostly of these data are collected from books, journals and 

periodicals, different reports, internet, diaries, etc (Kothari, 2004).  

 

Data Analysis Procedure  

Data analysis entails that the researcher reflects on collected data and takes steps to 

understand what it represents its significance and then interprets the larger meaning 

of the data (Creswell 2003). 

Sampling Techniques is a selection of some part of an aggregate or totality on the 

basis of which the judgment or inference of the aggregate or totality is made (Kothari 

2004). 
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Stratified Sampling is sampling procedure where elements of population are 

divided into strata for example in an organization a researcher may have starter like 

Management, Employees and Customers (Cooper and Schindler, 2006). 

 

Judgmental / Purposive Sampling is sampling procedure where elements of 

population /segments are purposively selected (Cooper and Schindler, 2006). 

 

Simple Random Sampling is sampling procedure where each element of the 

population has an equal chance of selection (Cooper and Schindler, 2006). 

 

Data Validity and Reliability Joppe, (2000), defines reliability as the extent to 

which the results are consistent over time and an accurate representation of the total 

population under study is referred to as reliability and if the result of a study can be 

reproduced under a similar methodology, then the research instrument is considered 

to be reliable. 
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CHAPTER TWO 

 

LITERATURE REVIEW 

 

2.1  Introduction 

This chapter deals with the literature on the nature of corporate governance. It gives 

both theoretical and empirical literature of the study. 

 

2.2  Theoretical Literature Review  

Corporate Governance has become a global issue because of its apparent importance 

for the economic health of corporations and society in general as witnessed by the 

Sarbanes-Oxley Act in the US, the new Combined Code on Corporate Governance in 

the U.K., The Revised OECD Principles of Corporate Governance, The Companies 

Act 2002 in Tanzania, and, The Prevention and Combat of Corruption Act in 

Tanzania, as amended. 

 

Codes of Best Practice are continuing to flourish from a wide variety of interest 

groups. This global echo on Corporate Governance is in response to the worldwide 

experience on number of high-profile corporate failures and scandals such as: Enron 

Corporation and WorldCom- USA, Meridian Biao Bank- Tanzania, Green Bank – 

Uganda, Independent Power Tanzania Ltd (IPTL)- Tanzania, External Payment 

Account - Bank of Tanzania (EPA – BOT), Richmond Scandal – Tanzania, Bank of 

Tanzania Twin Towers (TZ), Anglo Leasing and Grand Regency Hotel Scandals 

(Kenya), just to mention few (http://en.wikipedia.org/wiki/Grand_Regency_Scandal, 

(http://en.wikipedia.org/wiki/Anglo-Leasing_scandl) 

(http://kenyapolitical.blogspot.com/2008/04/grand-regency-kenyas-next-

corruption.html). 

 

Since the Sarbanes-Oxley Act took effect in USA In 2002, boards of directors are 

expected to shoulder tremendous responsibilities, and be accountable for the 

framework of rules that Safeguard organizations invested capital. Directors of 

successful companies are expected to move beyond Sarbanes-Oxley by monitoring 

http://en.wikipedia.org/wiki/Grand_Regency_Scandal
http://en.wikipedia.org/wiki/Anglo-Leasing_scandl
http://kenyapolitical.blogspot.com/2008/04/grand-regency-kenyas-next-corruption.html
http://kenyapolitical.blogspot.com/2008/04/grand-regency-kenyas-next-corruption.html
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both management and increasingly savvy institutional investors and proactively 

sharpening their corporate governance principles. One of the most important 

elements for success among businesses is good corporate governance. Boards should 

aim benchmark their corporate governance practices against those of the world’s 

best. 

 

Organizations, Boards are required to put in place effective systems to prevent fraud, 

including Whistle Blowing Systems (WBS). Board should encourage both internal 

and external Whistle Blowing. This in an attempt by a member or former member of 

an organization to disclose wrongdoing in or by the organization (Spillane, 2001). 

 

Employees with a sense of moral responsibility who did that their company in 

injuring society in some way will normally feel an obligation to get the company to 

stop its harmful activities and consequently will often bring the matter to the 

attention of their superiors. It can be internal (reported only to those higher in the 

organization) or external (reported to external individuals or bodies). It is often a 

brave act of conscience that one carry heavy personal costs. 

 

2.3  Theories Which Guided the Study  

There has been renewed interest in the corporate governance practices of modern 

corporations since 2001, particularly due to the high-profile collapses of a number of 

large U.S. firms such as Enron Corporation and MIC Inc (formally WorldCom). In 

2002, the U.S federal government passed the Sarbanes-Oxley Act, intending to 

restore public confidence in corporate governance. 

 

2.3.1 Theories of Corporate Governance  

With the recent years experience of the many financial and corporate scandals 

(Global Financial Crisis, collapse of major companies, Grand Corruption in various 

countries, etc), corporate governance is increasingly recognized as being at the heart 

of success of any organization. But while there are diverse and well-established 

theories of corporate governance, theory are rarely gathered in a coherent and 

comparative way. 
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This part is intended to bring together the most influential writing in the field, with 

commentary views to provide a healthy and uniquely interdisciplinary resource for 

the literature review that underpins contemporary analysis of corporate governance. 

 

A number of prominent scholars have advanced theories of corporate governance. 

Each of the separate theories advanced throws light on some aspect of governance, 

but is limited to that aspect alone and thus cannot capture the theoretical basis of 

corporate governance as a whole given the inherent complexity of the corporate 

governance.  

This study was guided by the following theories. 

 

2.3.2 The Shareholder Theory  

The Shareholder Theory indentifies maximization of shareholder wealth as the 

proper metric of board performance and corporate success and articulates and 

articulates a robust conception of shareholders’ power in corporate governance; a 

robust capability to elect and remove directors, as a  necessity to reduce “agency 

costs” in what is typically conceptualized as something akin to a principal agent 

relationship, “to provide directors with strong affirmative incentives to focus on 

shareholder interests. Shareholders are the owners of the corporation because they 

are entitled to its residual assets in the event of liquidation. 

 

Increasingly, shareholders of the modern public corporation are becoming investors. 

Such owners expect directors or actively monitor senior officers and expect senior 

officers also focus on the long-term viability and profitability of the corporation. 

Shareholders demand greater oversight and accountability from directors’ by 

insisting that directors know what senior officers are doing as opposed to them, thus 

resulting into increased disclosure requirements for public companies. In turn, 

directors demand more accountability from senior corporate officers. However, 

shareholders exercise little direct control over senior officers and instead, must rely 

on directors on hire, fire, evaluated performance, and decide compensation. 
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Whereas other theories of corporate governance raise query whether shareholders can 

sensibly be called “owners” of the corporation – given the significant limits on their 

control over corporate assists and the disputed nature of the corporate governance as 

the corporation itself, some scholars view the corporation as the shareholders’ 

property, and corporate governance as the hiring of help to administer it. Bebchuk, 

(2007), for example, emphasized that court’ willingness to abstain from substantive 

review of board decisions under the business judgment rule and to permit board to 

block hostile tender offers has been premised in part on the shareholders’ “power to 

replace the board,” and that the practical significance of this capability is heightened 

by the shareholders’ inability to initiate fundamental transaction like mergers. 

 

2.3.3 The Agency Theory  

Agency theory having its roots in economic theory was exposited by Alchian and 

Demsetz (1972) and further developed by Jensen and Meckling (1976). Agency 

theory is defined as “the relationship between the principals, such as shareholders 

and agents such as the company executives and managers”. In this theory, 

shareholders who are the owners or principals of the company, hires agents to 

perform work. In the agency theory, shareholders expect the agents to act and make 

decisions in the principal’s interest. On the contrary, the agent may not necessarily 

make decision in the best interests of the principals (Pandilla, 2002). 

 

Agency problem is likelihood that managers may place their personal goals ahead of 

corporate goal. In theory, Finance Manager would agree to the goal of owners 

(wealth maximinazation), but in practice they are concerned with their personal 

wealth, job security, and fringe benefits (Machogu, 2010). Agency theory looks lat 

the problem that can arise in a business relationship when one person delegates 

decision making authority to another (Hill and Jones, 2004). Agency theory also 

offers a way of understanding why managers do not always act in the best interest of 

the stockholders. Hill and Jones (2004) continues that “although agency theory was 

originally formulated to capture the relationship between management and 

stockholders, the basic principles have also been extended to cover the relationship 
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with other stakeholders, such as employees as well as between different layers of 

management within a corporation”. 

 

The basic proposition of agency theory was relatively straightforward. An agent 

relationship is held to arise whenever one party delegates decision making authority 

or control over resources to another. The principal is the person delegated. The 

relationship between the stockholders and senior managers is the classical example 

of an agency relationship. Stockholders, who are the principals, provide the company 

with risk capital, but they delegate control over that capital to senior managers, and 

particularly the Chief Executive Officer (CEO), who as the agent is expected to use 

that capital in a manner that is consistent with the best interest of stockholders. 

 

The essence of the agency problem is that agents and principals may have different 

goals, and consequently agents may pursue goals that are not in the best interest of 

their principals. Agents may be able to do this because there is information 

asymmetry between the principals and the agent; agent almost has more information 

about the resources they are managing than the principal does.  

 

Beaucamp and Bowie (1997), however, argued that as the shareholders-management 

relations do not meet the conditions of an implied contract, so too does it not fit the 

conditions for agency. They say as a matter of law, officers are agents but they are 

agents of the corporation, not shareholders; and directors, who in a sense of the 

corporation, are not agents at all. Furthermore, many fiduciary duties of the 

management involve activities which are, for the most part, unrelated to 

shareholders. In this case, we see that the claim that managers are agents for 

shareholders, even through, could not account for all of the fiduciary duties of 

management. The corporate managers are not agents of shareholders; “agency is the 

fiduciary relation with results from the manifestation of consent by one the other so 

to act”, Beaucucamp and Bowie (1997) concluded. 

 

Both argument of Hill and Jones and that of Beaucamp and Bowie have essence in 

the study of agent problem. 
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2.3.4 The Stakeholder Theory  

Stakeholder can be defined as “any group or individual who can affect or is affected 

by the achievement of the organization’s objectives”. Unlike agency theory in which 

the managers are working and serving for the stakeholders, stakeholder theorists 

suggest that managers in organizations have a network of relationships to serve – this 

include the supplies, employees and business partners. From stakeholder’ point of 

view; all emphasis is placed on one stakeholder – the stockholders. The interest of 

other stakeholders is unfairly subordinated to the stockholders’ interest (Beaucamp 

and Bowie, 1997). 

 

Both the academic and corporate circles, stakeholder terminology has become very 

fashionable. Much has been said of the obligations of managers to the other 

corporate stakeholders, but little has been said about the obligation of other 

stakeholders, the public or employees, to the corporation. A company may fail or 

under perform as result of unethical practices by the public, for example; the public 

may not be willing to pay for services rendered, or bribing employees, and illegally 

consuming the services renders, etc. Likewise, other stakeholders have some 

obligation to the company (employees, stockholders, government, suppliers, 

customers, etc). Perhaps the most pressing problem of stakeholder theory is to 

specify in more detail the rights and responsibilities that each stakeholder group has 

and to suggest how the conflicting right and responsibilities among the stakeholder 

groups can be resolved.  
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Figure 2.1: A Stakeholder Model of the Corporation  

 

 

 

 

 

 

 

 

 

 

 

Source: Ethical Theory and Business  

 

Hill and Jones (2004) defines stakeholder as individuals or groups with an interest, 

claim, or stake in the company, in what it does, and how well it performs. They 

include stockholders, creditors, employees, customers, the community in which the 

company does it business, and the general public. They grouped stakeholders into 

internal and external stakeholders. 

 

2.3.5 The Stewardship Theory  

Stewardship theory has its roots from psychology and sociology and is defined by 

Davis, Schoorman & Donaldson (1997) as “a steward protects and maximizes 

shareholders wealth through firm performance, because by so doing, the stewards’ 

utility functions are maximized”. In this perspective, stewards are company 

executives and managers working for the shareholders, protects and make profits for 

the shareholders. Unlike agency theory, stewardship theory stresses not on the 

perspective of individualism (Donaldon & Davis, 1991), but rather on the role of top 

management being as stewards, interesting their goals as part of the organization. 

The stewardship perspective suggests that stewards are satisfied and motivated when 

organization success is attained. Stewardship theory suggests unifying the role of the 

CEO and the chairman so as to reduce agency costs and to have greater role as 

Local Community Customers  owners 

The Corporation 

Suppliers  
Management Employee

s  
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stewards in the organization. It was evident that there would be better safeguarding 

of the interest of the shareholders.  

 

2.3.6 The Political Theory  

Political theory brings the approach of developing voting support from shareholders, 

rather by purchasing voting power. Hence having a political influence in corporate 

governance my direct corporate governance within the organization. Public interest is 

much reserved as the government participates in corporate decision making, taking 

into consideration cultural challenges (Pound, 1993). The political model highlights 

the allocation of corporate power, profits and privileges are determined via the 

governments’ favor. The political model of corporate governance can have an 

immense influence on governance developments. Over the last decades, the 

government of a country has been seen to have a strong political influence on firms. 

As a result, there is an entrance of politics into the governance structure or firms’ 

mechanism (Hawley and Williams, 1996). Gundfest (1993) points out that ‘an 

understanding of the political marketplace in essential to appreciate the role that 

capital-market mechanism can play in corporate governance’. 

 

2.4 Need for Corporate Governance  

Corporate governance is about the way in which boards oversee the running of a 

company by its managers, and how board members are in turn accountable to 

shareholders and the company. This has implications for company behavior towards 

employees, shareholder, customers and banks. Good corporate governance plays a 

vital role in underpinning the integrity and efficiency of financial markets. Poor 

corporate governance weakens a company’s potential and at worst can pave the way 

for financial difficulties and even fraud. If companies are well governed, they will 

usually outperform other companies and will be able to attract investors whose 

support can help to finance further growth.  

 

In 1999, the OECD published its Principles of Corporate Governance, the first 

international code of good corporate governance approved by governments. These 

Principles focus on publicly traded companies and are intended to assist governments 
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in improving the legal, institutional and regulatory framework that underpins 

corporate governance. They also provided practical guidance and suggestions for 

stock exchanges, Investors Corporation, and other parties that have a role in the 

process of developing good corporate governance. Corporate governance 

arrangements and institutions vary form on country to another, and experience in 

both developed and emerging economies has shown that there is no single 

framework that is appropriate for all markets, so the Principles are not prescriptive or 

binding, but rather take the form of recommendations that each country can respond 

to as best befits its own traditions and market conditions. Since 1999, they have been 

widely adopted as a benchmark for good practice in corporate governance: they are 

used as one of 12 key standards by the Financial Stability Forum for ensuring 

international financial stability and by the World Bank in its work to improve 

corporate governance in emerging markets. 

 

A number of reasons can call for the need for good corporate governance at any 

organization, whether a private or public organization. Every organization need 

corporations that contribute to the welfare of society by creating wealth, employment 

and solutions to emerging challenges and ensuring, efficient and effective use of 

limited resource. Corporate governance also ensures the provision of mechanisms 

which ensure that; 

(i) The Board has set strategic objectives and plans and put in place proper 

management structures (organization, systems and people) to achieve those 

objectives and plans.  

 

(ii) The structures put in place function to maintain corporate integrity, reputation 

and responsibility towards all stakeholders.  

 

(iii) The Board acts as a catalyst, initiating, influencing, evaluating and 

monitoring strategic decisions and actions of management and holds 

management accountable. 
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(iv) The Board is not mere formality, which takes a back seat, leaving 

management to make all strategic decisions.  

 

(v) There are established mechanisms, processes and systems that constantly 

ensure governance practices are effective and appropriate; transparency and 

accountability to the various stakeholders; compliance with legal and 

regulatory requirements; disclosure of all pertinent information to 

stakeholders; effective monitoring and management of risk, innovation and 

change; the corporation remains relevant, legitimate and competitive; and the 

corporation is viable, solvent and sustainable.  

 

Without efficient companies or business enterprises, the countries will not create 

wealth or employment. Without investment, companies will stagnate and collapse. If 

business enterprises do not prosper, there will be no economic growth; no 

employment, no taxes paid and consequently the country will not develop. A country 

needs well geared and managed business enterprises that can attract investment, 

create jobs and wealth and remain viable, sustainable and competitive in the global 

market. Good corporate Governance; therefore becomes a prerequisite for national 

economic development.  

 

United Nations Report on Good Governance (2003), tried to identify some drivers or 

need to improve corporate governance. It said Corporate governance is mainly 

associated with the collapse of promoted businesses, both in the financial and non 

financial sectors such as Polly Peck, BCCI and later Baring, have led to more 

emphasis on controls (e.g. to safeguard assets etc). UN also saw that changing 

patterns of share ownership, particularly in the United States and United Kingdom, 

have led to a greater concentration of share ownership in the hands of institutional 

investors, such as pension funds and insurance companies. Institutional investors are 

increasingly seeking to diversify their portfolios and invest overseas. They then look 

for reassurances that their investment will be protected. Furthermore, UN identified 

technology as another driver of corporate governance. With technological advances 

in communications and markets generally, ideas can be disseminated more widely 
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and more quickly, and institutional investors globally are talking to each other more 

and forming common views on key aspects of investment such as corporate 

governance.  

 

Family businesses and state owned businesses do not lag behind the push to 

Corporate Governance. With businesses as diverse as family-owned firms and state-

owned enterprises increasingly seeking external funds, whether from domestic or 

international sources, corporate governance assumes a greater roles in helping to 

proved confidence in those companies in those companies and hence to obtain 

external funding at the lowest possible cost. Finally, within a country (as opposed to 

a company or private business), good corporate governance helps to engender 

confidence in the stock market and hence in the economic environment as a whole, 

creating a more attractive environment for investment (United Nations Report on 

Good Governance 2003). 

 

2.5 Parties and Their Roles to Corporate Governance 

  

Parties to Corporate Governance  

Parties to be involved in corporate governance include the regulatory body (e.g. the 

Chief Executive Officer, the board of directors, management and shareholders). 

Other stakeholders who take part include suppliers, employees, creditors, customers 

and community at large. A board of directors often plays a key role in corporate 

governance. It is their responsibility to endorse the organization’s strategy, develop 

directional policy, appoint, supervise and remunerate senior executives and to ensure 

accountability of the organization to its owners and authorities. 

 

 

The Company Secretary, known as a Corporate Secretary in the US and often 

referred to as a Chartered Secretary if qualified by the Institute of Chartered 

Secretaries and Administrators (ICSA), is a high ranking professional who is trained 

to uphold the highest standards of corporate governance, effective operations, 

compliance and administration.  
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All parties to corporate governance have an interest, whether direct or indirect, in the 

effective performance of the organization. Directors, workers and management 

receive salaries, benefits and reputation, while shareholders receive capital return. 

Customers receive goods and services; suppliers receive compensation for their 

goods or services. In return these individuals provide value in the form of natural, 

human, social and other forms of capital.  

 

Roles of Key Players to Corporate Governance  

Corporate governance is the system by which business corporations are directed and 

controlled. The corporate governance structure specifies the distribution of rights and 

responsibilities among different participants in the corporation, such as the board, 

managers, shareholders and other stakeholders, and spells out the rules and 

procedures for making decisions on corporate affairs. By doing this, it also provides 

the structure through which the company objectives are set, and the means of 

attaining those objectives and monitoring performance.  

Some players in corporate governance are as discussed below: 

 

Roles of Institutional Investors 

Many years ago, worldwide, buyers and sellers of corporation stocks were individual 

investors, such as wealthy businessmen or families, who often had a vested, personal 

and e emotional interest in the corporations whose shares they owned. Over time, 

markets have become largely institutionalized: buyers and sellers are largely 

institutions (e.g. Pension funds, mutual funds, hedge funds, exchange traded funds, 

insurance companies, banks, brokers, and other financial institutions). The rise of the 

institutional investor has bought with it some increase of professional diligence 

which has tended to improve regulation of the stock market (but not necessarily in 

the interest of the small investor or even of the naïve institutions, of which there are 

many).  

 

Nowadays, if the owning institutions don’t like what the president/CEO is doing and 

they feel that firing them will be costly (think “golden handshake”) and/or time 

consuming, they will simply sell out their interest. The Board is mostly chosen by the 



 

20 

President/CEO, and may make up primarily of their associates/cronies, such as 

officers of the corporation or business colleagues (officers of the corporation, who 

owe their jobs to her/him or fellow CEOs from other corporations). Since the 

(institutional) shareholders rarely object, the President/CEO generally takes the Chair 

of the Board position for his/herself (which makes it much more difficult for the 

institutional owners to “fire” him/her).occasionally, institutional investors support 

shareholders resolutions on such matters as executive pay ad anti-takeover. 

 

Role of Accountants and Company Auditors  

Financial reporting is a crucial element necessary for the corporate governance 

system to function effectively. Accountants and Company Auditors are the primary 

providers of information to capital market participants. The directors of the company 

should be entitled to expect that management prepare the financial information in 

compliance with statutory and ethical obligations, and rely on auditors’ competence.  

 

Current accounting practice allows a degree of choice of method in determining the 

method of measurement, criteria for recognition, and even the definition of the 

accounting entity. The exercises of this choice of improve apparent performance 

(popularly known as creative accounting) imposes extra information costs on user. In 

the extreme, it can involve, it can involve non disclosure of information. 

 

One area of concern is whether the auditing firm acts as both the independent auditor 

and management consultant to the firm they are auditing. This may result in a 

conflict of interest which places the integrity of financial reports in doubt due to 

client pressure to appease management. The power of the corporate client may 

initiate and terminate management consulting services and, more fundamentally, to 

select and dismiss accounting firms contradicts the concept of an independent 

auditor. Changes enacted in the United States in the form of the Sarbanes-Oxley Act 

(in response to the Enron situation) prohibit accounting firms from providing both 

auditing and management consulting services. The Enron collapse is an example of 

misleading financial reporting. Enron concealed huge losses by creating illusions that 

a third party was contractually obliged to pay the amount of any losses. However, the 
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third party was an entity in which Enron had a substantial economic stake. In 

discussions of accounting practices with Authur Amderspm, the partner in charge of 

adding, views inevitably led to the client prevailing (Hill and Jones, 2004) 

 

However, good financial reporting is not a sufficient condition for the effectiveness 

of corporate governance if uses don’t process it, or if the informed user is unable to 

exercise a monitoring role due to high costs. 

 

Role of the CEO 

Key element of good corporate governance principles include honest, trust and 

integrity, openness, performance orientation, responsibility and accountability, 

mutual respect and commitment to the organization. Of importance is how directors 

and management develop a model of governance that adding the values of the 

corporate participants and then this model periodically for its effectiveness. In 

particular, senior executives should conduct themselves honestly and ethically, 

especially concerning actual or apparent conflicts of interest, and disclosure in 

financial report.  

 

The CEO should respect the rights of share-holders and help share-holders to 

exercise those rights. He can help share-holders exercise their rights by effectives 

communicating information that is understandable and accessible and encouraging 

share-holders to participate in general meetings. The CEO should develop a code of 

conduct for their directors and executives that promote ethical and responsible 

decision-making. The CEO should be ready to clarify the company’s position to the 

share-holders and the board and management to provide share-holders with a level of 

accountability. They should also implement procedures to independently verify and 

safe-guard the integrity of the company’s financial reporting. Disclosure of material 

matters concerning the organization should be timely and balanced to ensure that all 

investors have access to clear and factual information.  
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Role of the Board of Directors  

The board needs a range of skills and understanding – to be able to deal with various 

business issues and have the ability of review and challenge management 

performance. It needs to be of sufficient size and have an appropriate level 

commitment to fulfill its responsibilities and duties. There are issues about the 

appropriate mix of executive and non-executive directors. The key roles of 

Chairperson and CEO should not be shared.  

 

The board of directors has the ultimate responsibility for the oversight of the 

corporation’s business and affairs. One of the important oversight responsibilities of 

directors is to monitor the senior management on behalf of the shareholders. These 

oversight responsibilities include:  

(i) Selecting, determine the compensation of and replacing, to the extent 

appropriate, senior management.  

(ii) Overseeing the conduct of the corporation’s business to evaluate whether it is 

being properly run by senior management.  

(iii) Reviewing and, where appropriate, approving financial objectives and major 

corporate plans and action proposed by senior management.  

 

In connection with the performance of such oversight responsibilities, the members 

of the board of directors have certain duties under state law, the general notion of 

which is that they have a duty of care and a duty of loyalty to the corporation and its 

shareholders. Duty of care means they have to exercise the same care in terms of 

managing the corporation’s money as they would if they were managing their own 

money. Duty of loyalty means they have to always act in the best interest of the 

corporation and its shareholders (i.e. they must put the interests of the corporation 

and its shareholders ahead of their own personal interests in making business 

decisions on behalf of the corporation). Pangas (2002) portrayed that corporate 

governance process works the best when the members of the board of directors are 

active and ask the right questions, when they make a concerted effort to figure out 

what is going on, and when they approve transactions based upon valid business 

reasons. If they do not ask the right questions, get the right answers, and approve 
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transactions with a full knowledge of what is behind them, they may be held 

personally liable for their actions or inactions. 

 

Role of Employees 

The conduct of the corporation is a three-way process involving the board of 

directors, top management, and the employees. Unfortunately, the potential role of 

the employees in this process has never been adequately recognized. The employees 

have traditionally been considered under the control of management, while the 

conduct of the corporation’s affairs is worked who put emphasis on the role of 

employees. He said: “The Arusha declaration and the subsequent government actions 

has related to ownership and this is not always the same thing as management. But 

policy has to be implemented. This is done by management and staff together, and 

taking an industry under government ownership or control does not eliminate the 

need for skilled work and astute commercial expertise”. 

 

Pursed to its fullest, a three-way relationship among the board, management, and the 

employees will balance power within the corporation, promote accurate financial 

reporting, prevent management fraud, and regain the integrity of the financial 

markets with minimum interference from the government (Tipgos and Keefe, 2004). 

 

Role of Internal Auditor  

Internal auditor plays a big role in helping the Board to define and implement 

process to measure progress toward organizational objectives and prevent 

catastrophic management failure. Internal Auditor has a key governance role, as the 

Keeper of the Cone. Someone in the organization needs to understand and 

orchestrate the flows of information from the different 

 

Operational, compliance, financial reporting and even strategic initiatives- and 

Internal Audit is in a key, unique role to do that. However, the role of internal auditor 

is sometimes limited in its scope and ability to detect some irregularities. 

Independence and objectively of internal auditor may be compromised as she is an 

employee of the organizations – due to daily interactions with other employees. In 
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some cases, internal auditor may lack specialized skills to audit some technical 

matters and therefore undermine integrity of her professional and therefore 

ineffective exercising due care to help the board oversee all what can materially 

affect organizational operations and performance. 

 

Role of Senior Management 

Senior management of a corporation is responsible for running the day-to-day 

business operations and informing the board to directors of the status of such 

operations. Senior management’s responsibilities include; developing and, following 

approval by the board of directors, operating within annual plans and budgets; 

Maintaining an efficient and appropriate management and organizational structure; 

Identifying and managing risks taken by the corporation; and, Establishing internal 

control to ensure accurate financial reporting and providing channels for reports of 

potential misconduct. 

 

Role of Shareholders 

Shareholders are the owners of the corporation and, as a result, have a direct 

financial interest in the performance of the corporation. Thus, the senior management 

and the board of directors ultimately work for the benefit of the corporation’s 

shareholders are granted special privileges depending on the class of stock they hold 

in the corporation, including the right to vote on matters such as elections of directors 

to the board of directors, the right to share in the distributions of the corporation’s 

income, and the right to the corporation’s assets upon the liquidation of the 

corporation. Importantly, shareholders are generally not empowered to initiate 

significant corporate plans and actions on behalf of the corporation, although such 

plans and actions may require shareholders approval. 

 

Role of Society or Public 

Corporate Governance is concerned with the establishment of an appropriate legal, 

economic and institutional environment that would facilitate and allow business to 

neither grow, thrive and survive as institutions for maximizing shareholder value 

while being in the long-term interest of the enterprise or society to short-change 
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customers, exploits labor, pollutes the environment nor engage in corrupt practices. 

Less is written about the role played customers or local community in corporate 

governance. Most writers have been putting emphasis to the Management and Board 

of Directors as the key players in corporate governance. This concept is fairly true, as 

they are the ones entrusted with the responsibility to run the organization and making 

sure that shareholder’s wealth is maximized. Some have also pointed on the role of 

employees as there is often agency problem between the management and 

employees. 

 

We should critically think of the role of the customers and general public. As noted 

earlier, Corporate Governance is two way-focused; Accountability of the 

management and the Board to the Society; and Responsibility of the society to act 

ethically towards the operations of the organization; and also that corporate 

governance aims at maximization of owners’ wealth. It therefore ensure that 

management, board and employee act ethically and accountable to the society as a 

whole, and that society acts ethically in return. What if the general public or 

customers act unethically against the company? What if customers are not willing to 

pay for services rendered by the organization, illegally consuming the services, 

and/or other unethical practices to ruin the organization? Obviously, the company 

will not meet the wealth maximization objective and therefore good corporate 

governance not achieved.  

 

Hill and Jones (2004) concluded that “All stakeholders are in exchange relationship 

with the company. Each of them supply the organization with important resources (or 

contribution), and in exchange each expects its interest to be satisfied by 

inducements)”. 

 

2.6   The Pillars of Good Corporate Governance 

The potential best of ‘corporate governance fatigue’ is a risk for all public listed 

companies which need to be resisted strongly. The commitment of corporate Boards 

to fairness, transparency and accountability has an appreciable effect on whether the 
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greatest practicable enhancement is achieved over the period of their shareholders’ 

investment. 

 

Classically, corporate governance is dividing into four main pillars: Board 

independence, shareholder treatment, information disclosure and executive 

remuneration. Constant themes are the protection of shareholder rights (including the 

equitable treatment of all shareholders) timely and accurate disclosure of information 

(to analysts and investors), strategy and monitoring of the Board and the supervisory 

involvement of no-executive directors. 

 

The four pillars of good governance separate and independent of  

(i) There must be an effective body responsible for governance separate and 

independent of management to promote: Accountability [leadership that must 

be ready to account], Efficiency and effectiveness [ hence leadership for 

results], Probity and integrity [hence leadership that is honest, faithful and 

dignity, Responsibility [hence leadership that is capable, responsible, 

representative and conscious of obligations], Transparent and open leadership 

with accurate and timely disclosure of information relating to all economic 

and other activities of the corporation. 

(ii) There must be an all-inclusive approach to governance that recognizes and 

protects the rights of members and all stakeholders-internal and external. 

(iii) The institution must be governance and managed in accordance with the 

mandate granted to it by its founders and society and take seriously its wider 

responsibilities to enhance sustainable prosperity. 

(iv) The institutions must be governance framework should provide an enabling 

environment within which its human resource can contribute and bring to 

bear their full creative powers towards finding innovative solutions to shared 

problems. 

In Corporate Governance, the above can be summarized into five basic tenets: (1) 

Accountability, (2) Efficiency and Effectiveness, (3) Integrity and Fairness, (4) 

Responsibility, and, (5) Transparency and Compliance. 
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Hess (2008) identified three pillars of corporate social Reporting as Disclosure, 

Development and Dialogue. He portrayed that the disclosure pillar requires that 

corporation’s social and stakeholders with all relevant and material information 

related to the corporation’s social and environmental policies and actual 

performance. Business are now operating in an “age of transparency”, Disclosure 

policies will not be effective in reaching their goal if they are not planned 

appropriately. To determine the effectiveness of a transparency policy, including 

corporate social reporting, we must consider the process of how a corporation’s 

disclosure of social information results in changed behavior in the corporation. 

 

In Dialogue pillar, Hess (2008) said that a key aspect of democratic experimentalist 

new governance regulation is its focus on problem-solving (and continual 

improvement) based on dialogue with a variety of stakeholders. Under new 

governance regulation, “The role of government change from regulator and 

controller to facilitator, and law becomes a shared problem-solving process rather 

than an ordering activity”, Hess concluded. In the last pillar, Hess (2008) tries to 

point the need for sustainable economic development. He said that “The ultimate 

goal of sustainable economic development”. This can occur through external 

pressure forcing the corporation to change, but it can also through a corporation’s 

own self-critical reflection on its behavior. 

 

Adams (2006) also identified three pillars, calling them “arms”. In his word 

Professor Adams said: “Within the world of corporate governance, there are at least 

three separate arms of governance-corporate governance, due diligence and 

compliance programs”. He argued that due diligence has evolved beyond its original 

role as a defense. It is when considering due diligence within a corporation’s internal 

operations that the link between, and, indeed, the confusion relating to, due diligence, 

will conduct a legal risk. However, merely determining compliance program will not 

amount to due diligence per se. 

 

It is to state the obvious to observe that the commercial environment has become 

increasingly regulated in recent years. Compliance is demanded with a greater 
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number statutes, regulations, industry standard and principles than ever before. An 

organization is therefore obliged to comply with various rules and regulations to 

avoid penalties. 

 

Craudford (2007), however, identified four different pillars of corporate governance 

as Determination of Purpose, Holding to Account, Governance Culture, and 

Compliance. 

 

He emphasized that the board must have ultimate accountability and ‘ownership’ of 

the company research and thinking. Probably they will make recommendations to the 

board, but it is the board that must approve the company purpose, philosophy and 

strategy. Crauford extended that an effective board must ensure that it holds 

management to account. Few companies fail overnight. More frequently failure is the 

result of ongoing under-performance that accumulates over time. An example her is 

the recent spate of finance company collapse- you have to wonder if the board of 

these companies really challenged management and understood the risk their 

companies were taking. 

 

Culture is critical in the performance of the board and the organization as a whole. 

Trust is important around the board table but obviously it needs to be earned. 

Challenged is also important. Discussion and debate need to be robust. Above all 

there can be no compromise on ethic and integrity. 

 

Board of directors need to ensure that a company’s financial position is solvent and 

that other financial matters including audit, both internal and external are properly 

and effectively undertaken. “Directors must also be aware of other compliance issue 

such as regulations, delegated authorities, confidentiality, safety guidelines and many 

others. Some of these are common to all organizations and others will depend on the 

operating environment of the company” (Craudford, 2007) 

 

Reviewing the discussed pillar from different scholars, we can therefore conclude 

that the five pillars narrated earlier cover all requirement of the corporate 
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governance. In this case, we may conclude that corporate governance is built along 

the following five pillars: 

 Accountability               ♦   Efficiency and Effectiveness 

 Integrity and Fairness     ♦Responsibility, and       ♦Transparency and 

Compliance 

 

2.7 The CACG Principles of Good Corporate Governance 

Good Corporate requires that the State puts in place and enabling environment in 

which efficient and well-managed companies can thrive. It is therefore expected that 

companies will continue to play their part in encouraging dialogue between the 

public and private sectors in promoting good corporate governance and an enabling 

business environment. It is the responsibility of the owners of the corporation to elect 

competent directors and to ensure that they govern the corporation in a manner 

consistent with their stewardship. Good corporate governance dictates that the Board 

of Directors governs the corporation in way that maximizes shareholder value and in 

the best interest of society. It is neither in the long-term interest nor engages in 

corrupt practices. 

 

Corporate governance is only part of the larger economic context in which firms 

operate that includes, for example, macroeconomic policies and the degree of 

competition in product and factor markets. The corporate governance framework also 

depends on the legal, factors such as business ethics and corporate awareness of the 

environmental and societal interests of the communities in which a company operates 

can also have an impact on its reputation and its long-term success. 

 

While a multiplicity of factors affects the governance and decision making processes 

of firms, and are important to their long-term success, the Principles governance 

focuses on governance problems that result from the separation of ownership and 

control. 
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The principles of good corporate governance are neither prescriptive nor mandatory. 

They are designed as a basis to assist individual companies formulates their own 

specific and detailed codes of best practice. 

 

The Commonwealth Association for Corporate Governance (CACG) was established 

in April 1998 in response to the Edinburgh Declaration of the Commonwealth Heads 

of Government meeting in 1997 to promote excellence governance in the 

Commonwealth countries. 

 

The CACG has two primary objectives: 

(i) To promote good standard in corporate governance and business practice 

throughout the Commonwealth; and 

(ii) To facilitate the development of appropriate institutions which will be able to 

advance, teach and disseminate such standards. 

 

In preparing the CACG Guidelines, reference was made to the subsequent OECD 

Principles of Corporate Governance issued in June 1999, the principles tell 

implementation of the pillars of corporate governance. 

 

In November 1999, CACG released the following summarized corporate governance 

principles;  

 

Principle 1 – Leadership  

The board should exercise leadership, enterprise, integrity and judgment in directing 

the corporation so as to achieve counting prosperity for the corporation and to act in 

the best interest of the business enterprise in manner based on transparency, 

accountability and responsibility. 

Principle 2 – Board appointments 

The board should ensure that through a managed and effective process board 

appointments are made that provide a mix of proficient directors, each of whom is 

able to add value and to bring independent judgment to bear on the decision-making 

process. 
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Principle 3 – Strategy and Values 

The board should determine the corporation’s purpose and values, determine the 

strategy to achieve its purpose and to implement its values in order to ensure that it 

survives thrives, and ensure that procedures and practices are in place that the 

corporation’s assets and reputation. 

 

Principle 4 – Company Performance 

The board should monitor and evaluate the implementation of strategies, policies, 

management performance criteria and business plans. 

 

Principle 5 – Compliance  

The board should ensure that the corporation complies with relevant laws, 

regulations and codes of best business practice. 

 

Principle 6 – Communication 

The board should ensure that the corporation communicates with shareholders and 

other stakeholders effectively. 

 

Principle 7 – Accountability to Shareholders 

The board should serve the legitimate interests of the shareholders of the corporation 

and account to them fully. 

 

Principle 8 – Relationship to Shareholders 

The board should identify the corporation’s internal and external stakeholders and 

agree a policy, or policies, determining how the corporation should relate to them. 

 

Principle 9 – Balance of powers 

The board should ensure that no one person or a block of persons has unfettered 

power and that there is an appropriate balance of power and authority on the board 

which is, inter alia, usually reflected by separating the roles of the chief executive 
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officer and Chairman, and by having a balance between executive and non-executive 

directors. 

 

Principle 10 Internal Procedures 

The board should regularly review process and procedures to ensure the effectiveness 

of its internal systems of control, so that its decision-making capability and the 

accuracy of its reporting and financial results are maintained at a high level at all 

times. 

 

Principle 11 – Board Performance Assessment 

The board should regularly assess its performance and effectiveness as a whole, and 

that of the individual directors, including the chief executive officer. 

 

Principle 12 – Management Appointments and Development 

The board should appoint the chief executive officer and at least participate in the 

appointment of senior management, ensure that there is adequate training in the 

corporation for management and employees, and succession plan for senior 

management. 

 

Principle 13 – Technology 

The board should ensure that technology and system used in the corporation are 

adequate to properly run the business and for it to remain a meaningful competitor. 

 

Principle 14 – Risk Management 

The board must identify key risk areas and key performance indicators of the 

business enterprise and monitor these factors. 

 

Principle 15 – Annual Review of Future Solvency 

The board must ensure annually that the corporation will continue as a going concern 

for its next fiscal year. It is the responsibility of the board; all things being equal at 

the time financial statements and annual audit have been completed and reviewed, to 
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satisfy it that corporation will continue as a going concern in its next fiscal year 

(CACG, November 1999). 

 

2.8  OECD Principles of Corporate Governance 

The Organization for Economic Co-operative and Development (OECD) Principle of 

Corporate Governance were originally developed in response to a call the OECD 

Council Meeting at Ministerial level on 27-28 April 1998, to develop, in conjunction 

with national governments, other relevant international organizations and the private 

sector, a set of corporate governance standard and guidelines. Since the Principle 

were agreed 1999, they have formed the basis for corporate governance initiatives in 

both OECD and non- OECD countries alike. 

 

Moreover, they have been adopted as one of the twelve key Standards for Sound 

Financial System by the Financial Stability Forum. Accordingly, they form the basis 

of the corporate governance component of the World Bank/IMF Reports on the 

Observance of Standards and Codes (ROSC). The Principles are intended to assists 

OECD and non OCED governments in their efforts to evaluate and improve the 

legal, institutional and regulatory framework for corporate governance in their 

countries and to provide guidance and suggestions for stock exchanges, investors, 

corporations, and other parties that have a role in the process of developing good 

corporate governance. The Principles focus on publicity traded companies, both 

financial and non- financial (OCED, 2004). 

Below is the summary of OECD Principles of Corporate Governance. 

 

Ensuring the Basis for an Effective Corporate Governance Framework 

The corporate governance framework should promote transparent and efficient 

markets, be consistent with the rule of low and clearly articulate of responsibilities 

among different supervisory, regulatory and enforcement authorities. 

 

The Rights of Shareholders and Key Ownership Functions 

The corporate governance framework should protect and facilities the exercise of 

shareholders’ rights. Basic shareholder rights should include the right to: 1) secure 
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methods of ownership registration; 2) convey or transfer shares; 3) obtain relevant 

and material information on the corporation on timely and regular basis; 4) 

participate and vote in general shareholder meeting; 5) elect and remove member of 

the board; and 6) share in the profit of the corporation. 

 

The Equitable Treatment of Shareholders 

The corporate governance framework should ensure the equitable treatment of all 

shareholders, including minority and foreign shareholders. 

 

The Role of Stakeholders in Corporate Governance 

The corporate governance framework should recognize the rights of stakeholders 

established by law or through mutual agreements and encourage active co-operation 

between corporations and stakeholders in creating wealth, jobs, and the sustainability 

of financially sound enterprises. 

 

Disclosure and Transparency 

The corporate governance framework should ensure that timely and accurate 

disclosure is made on all material matters regarding the corporation, including the 

corporation, including financial situation, performance, ownership, and governance 

of the company. 

 

The Responsibility of the Board 

The corporate governance frame work should ensure the strategic guidance of the 

company, the effective monitoring of management by the board’s accountability to 

the company and the shareholders (OECD, 2004) 

 

Organizational Performance 

Organization performance comprises the actual output or results of an organization 

as measured against its intended outputs (or goals and objectives). Organizational 

performance is commonly classified into two, Operational and Financial 

performance, according to Richard et al. (2009) organizational performance 

encompasses three specific areas of firm outcomes: (a) financial performance (profit, 
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return on assets, return on investment, etc.); (b) product market performance (sales, 

market share, ect.); and (c) shareholder return (total shareholder return, economic 

value added, etc). 

 

Specialists in many fields are concerned with organizational performance including 

strategic planners, operations, finance, legal, and organizational development. In 

recent years, many organizations have attempted to manage organizational 

performance using the balanced scorecard methodology where performance is 

tracked and measured in multiple dimensions such as financial performance(e.g. 

shareholder return), customer service, social responsibility (e.g. corporate 

citizenship, community outreach), and, employee stewardship 

(http://en.wikipedia.org/wiki/organizational performance, last Retrieved 16 January 

2013). 

 

It is commonly accepted that people working for a firm are one of its main assets and 

one of the factors in determining its progress. Workers’ qualities, attitudes and 

behavior in the workplace, together with other factors, play an important role in 

determining a company’s success or lack of it (Bayo-Moriones and De Cerio, 2002). 

Although this type of resource is one over which companies do not have complete 

control, there do exists certain instruments to enable them to exert their influence on 

the quality and performance of the human capital on which they rely. 

 

Operational Performance 

The subject of the measurement, evaluation and conceptualization of operational 

performance in a company is recurrent theme in the different areas of the academic 

literature. One of the first general classifications, and one that has been widely used, 

is that of Venkatraman and Ramanujam (1986). They adopt a strategic management 

perspective and focus on the measurement to establish a division between financial 

and operational performance, with the emphasis on the latter. Following a similar 

line, Kaplan and Norton (1992) believe that the traditional measurements of financial 

performance are no longer valid for today’s business demands. Therefore, they 

consider that operational measurements of management are needed when dealing 

http://en.wikipedia.org/wiki/organizational%20performance,%20last
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with customer satisfaction, internal processes and activities directed at improvement 

and innovation in the organization, which lead to future financial returns. 

 

Efficiency refers to the best possible use of all available resources in order to 

maximize output. This results in low cost products thanks to the reduction of waste 

and enables the factory to give value to customers. Traditionally quality has been 

defined in terms of conformance to specification and hence quality-based measures 

of performance have focused on issues such as management (TQM) the emphasis has 

shifted away from conformance to specification and moved towards customers’ 

satisfaction. In either case, firms must obtain high levels of quality performance in 

order to improve or, at least, maintain their level of competitiveness. The first 

dimension of time-based performance is reliability. This means fulfilling delivery 

commitments. On-time deliveries may have a significant impact on customer 

satisfaction, which makes it an issue to be taken seriously and delivery of product to 

the customer. One of the main goals of Justin-time (JIT) and other production 

planning and control systems (e.g., Optimized Production Technology) is to improve 

the flow of production processes, in order to respond more rapidly to customer 

demands. 

 

Operational performance management (OPM) is the alignment of all business entities 

within an organization to ensure that they are working together to achieve core 

business goals. In manufacturing, OPM software integrates and analyzes data from a 

variety of plant sources and translates raw data feeds into actionable information. 

The data is packaged as exception reports and key performance indicator (KPI) 

dashboards, so that the information can be viewed in context. 

 

Financial Performance 

Financial Performance is subjective measure of how well a firm can use assets from 

its primary mode of business and generate revenues. This term is also as a general 

measure of a firm’s overall financial health over given period of time and can be 

used to compare similar firms across the same industry or to compare industries or 

sectors in aggregation. There are many different ways to measure financial 
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performance, but all measures should be taken in aggregation. Line items such as 

revenue from operations, operating income or cash flow from operations can be used, 

as well as total units sales. Furthermore, the analyst or investor may wish to look 

deeper into financial statements and seek out margin growth rates, expenses, revenue 

levels, profit or losses suffered or any declining debt 

(http://www.investopedia.com/terms/f/financialperformance.asp).  

 

2.9  Empirical Literature Review 

Melyoki (2005) did a study on Determinants of effective corporate governance in 

Tanzania. From his case study from some listed companies: Tanzania Breweries 

Ltd(TBL), Tanzania Oxygen Ltd (TOL), Tanzania Tea Packers (TATEPA) and 

Tanzania Cigarette Company Ltd (TCC), he found that they have controlling 

shareholders holding more than 50% of the stock which provides them with control 

rights and incentives to exercise control varies within the companies researched. He 

further observed that there is poor accountability of business to society and therefore 

part of the weak ethical/moral values in Tanzania, involving highly placed people in 

society’s system of political/government power. Melyoki also observed that 

corporate governance in Tanzania did not evolve locally to reflect the local 

conditions including values and cultural practices. Despite the useful contributions in 

corporate governance, his study was only confined to the listed companies and did 

not look on water authorities, which is the subject of this study. 

 

According Mkono & Co. (2005), Tanzania adopted the Capital Market and Securities 

Act Guidelines on Corporate Governance Practices to bring its corporate governance 

framework in line with international standards. Based on the “comply or explain” 

principle, the guidelines include recommendations regarding the responsibilities and 

qualification of the board of directors, equitable treatment of shareholders, and 

minority shareholders’ rights. Mkono(2005) extends that the main regulatory 

framework for corporate governance in Tanzania is provided under the 1992 Public 

Corporate Governance Institute, (2003 report by Rabahi). Analysis by Mkono 

showed that there is no publicly available information on Tanzania’s compliance 

with OECD Principles of Corporate Governance. 

http://www.investopedia.com/terms/f/financialperformance.asp
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United Nation (2003) conducted a Case study on corporate disclosures in Kenya.  

The main objectives of the study was to draw lessons from the experience of Kenya 

in promoting improved transparency and disclosure in the corporate sector to share 

the findings with member States that wish to strengthen transparency and disclosure 

in their respective countries.  

 

The UN report presented finding of a case study on the implementation of corporate 

governance disclosure requirements in Kenya. Some of identified findings are as 

follows; 

Enforcement remains the primary problem in Kenya. The capacity to enforce 

compliance with the low is terribly weak. They lack the resources both human and 

material to be effective and are largely perceived as ineffective; the composition of 

boards and their performance are improving. Recruitment of non-executive directors 

is more rigorous. The areas of strategy and risk management, which have generally 

been ignored, are gaining to bear fruit. Much has been done to improve the legal and 

regulatory framework. The key regulators have recently reviewed and continued to 

improve their specific frameworks; Professional associations continue to play a 

critical role in enhancing corporate governance disclosure in Kenya. The Institute of 

Certified Public Accountants has been the main crusader for the adoption of 

international accounting and audit standards, which were in Kenya with effect from 

January 1999.  

 

This has brought Kenyan reporting standards to world-class standards. This endeavor 

has been supported by regional organizations such as the Eastern, Central and 

Southern African Federation of Accountants and the Association of Certified 

Chartered Accountants. 

 

Nganga, et al (2003), also conducted a survey of Publicly Listed Companies as far as 

corporate governance is concerned in Kenya. Writing on corporate governance for 

the London Business School in 2003, Nganga et al. noted that minority shareholders 

rights are lacking in some respects, despite the fact that minority shareholders in 

Kenya receive better treatment than in most other emerging markets. A large number 
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of companies have majority shareholders, and these oftentimes are multinationals. 

According to the 2003 report by Nganga et al., the governance and efficacy of listed 

companies had improved in the years prior to report, making it comparable to “any 

other market in the world”. In addition, Nganga et al. indicates that the listed 

companies are governed by the Companies are governed by the Companies Act, 

CMA regulations, and the NSE listing rules. The CMA released its guidelines on 

corporate governance practices by public companies in 2002. 

 

Ngang’a report, like UN report, was done in Kenya, and thus may not represent the 

situation in Tanzania in general, and water authorities in specific. Thus calls the need 

to do a study in effectiveness of corporate governance in water authorities in 

Tanzania. 

 

2.10  The Conceptual Framework 

Conceptual framework is a simplified structure indicating interrelationship between 

variables which is under study. It provides a useful insight of what the study was 

concentrated and enable a successful research work. It provides an overview of scope 

of the study hence help a researcher be able to carry out research work 

systematically. 

 

2.11.1  Business Ethics 

Business ethics is a specialized study of moral right and wrong that concentrates no 

how moral standards apply particularly to business policies, institutions and 

behavior, institution refers to entities with relatively fixed patterns of activities such 

as families, economic, legal, political and educational institutions. To be ethical it is 

enough for business people merely to obey the low. 
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Figure 2.2: Pillars of Corporate Governance 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source; Spilane, 2010 

 

 

 

 

Corporate Governance 

• Accountability  

• Effectiveness and 

efficiency 

• Transparency 

• Integrity and Fairness 

• Responsibility 

• Compliance to Laws and 

regulations 

Exercised by board, 

Management, and  

Employees  

 

Organizational Performance 

• Financial Performance 

➢ Turnover / Sales 

➢ Profit  

➢ Collections  

➢ Etc 

•  Operational Performance 

➢ Water Connections 

➢ Customer billing 

➢ Production per day 

➢ etc 

 

Intervening Variables 

• Political Factors 

✓ Laws and Regulations 

✓ Political Decisions 

• Technological Factors 

      ✓   Efficiency 

•  Socio-economical Factors 

✓ Demand, Taste 

✓ Recession 

✓ Boom customers Preference 
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CHAPTER THREE 

 

RESEARCH METHODOLOGY 

 

3.1  Introduction 

 

The researcher considered the logic behind the methods we use in the context of our 

research study and explain why we are using a particular method or technique and 

why we are not using others so that research results are capable of being evaluated 

either by the researcher himself or by others is a way to systematically solve the 

research problem. In it we study the various steps that are generally adopted by a 

researcher in studying his research problem along with the logic behind them 

therefore, in attempting to operationalize the research topic, initially the research 

design will be explained and why the researcher has chosen the qualitative and 

quantitative approach. The chapter also includes the reasons on why a case study 

perspective is adopted. The chapter also discusses data collection tools that will be 

used for the study and how the collected data are going to be analyzed.  

 

3.2  Research Design 

The study used a case design which aimed at examining the contribution of corporate 

governance on performance Mwanza Urban Water Supply and Sanitation Authority 

(MWAUWASA). 

 

A case study is a powerful research methodology that combines individual and 

(sometimes) group interviews with record analysis and observation. Researcher 

extracts information from company brochures, annual reports, newspapers and 

magazine, articles, along with direct observations and combines it with interview 

data from participants. Case study place more emphasis on a full (in-depth) 

contextual analysis of fewer events or conditions and their interrelations (Cooper and 

Schindler, 2006). 
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3.3  Area of Study 

The area of study was at Mwanza Urban Water Supply and Sanitation Authority 

(MWAUWASA), Mwanza, Tanzania. 

Mwanza is located at Northern Region of United Republic of Tanzania, along Lake 

Victoria. 

 

3.4  The Sample and Sampling Procedures 

3.4.1  The Sample  

The population of the study comprised all MWAUWASA employees, member of 

Board of Directors, and corporate customers as summarized next page. 

 

3.4.2  Sample Size 

Sample of 154 respondents was selected from the targets population. The sample will 

comprise the following: 

 

Table 3.1: Sample Size 

 Strata  Category  Number of 

Elements  

Sample  

size  

%   of Sample  

Size 

1 Boards Members 

(Excluding CEO) 

Boards Members 

(Excluding CEO) 

9 9 100.00% 

 

2 

 

Staff 

Management 23 22 95.65% 

Other Staff 

Members  

233 103 44.21% 

Total staff 256 125 48.83% 

 

3 

Customers 

(Corporate only)  

Institutions Category  567 10 1.76% 

Industrial Category 527 10 1.90% 

Total Customers 1,094 154 11.33% 

 Grand total   1,359 154 11.33% 

 

The sample was determined using “Raosoft Sample Size Calculator” with Margin of 

error of 5%, confidence level of 90%, Response Distribution 80%, and Population of 

1,359. 
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3.5  Sampling Techniques 

3.5.1  Stratified Sampling 

Because the population of the study embraces three distinct categories such as Board, 

Staff and Customers, they were categorized into three separate “Strata”, Board, Staff 

and Customers. Each stratum was then sampled as an independent sub-population 

which individual elements were selected. 

 

3.5.2  Judgmental/Purposive Sampling 

The judgmental/purposive sampling was applied to Board of Directors’ population 

which make total of 9 elements (excluding the CEO), and Management (23), and 

corporate customers (1,094). The Board, Management, corporate customers 

segments were purposively selected into the sample because of their big role in 

corporate governance. 

 

3.5.3  Simple Random Sampling 

Simple random sampling technique was used to draw a sample from the remaining 

elements of the population (other non management staff). The study selected this 

method because it is cheap, simple, easily applied to the population like that of 

MWAUWASA and also it reduces bias. It also gives each element an equal and 

independent chance of being selected. An independent means that the draw of one 

element does not affect the chances of other elements being selected. Since all 

probability samples must provide a known nonzero probability of selection for each 

population element, the simple random sample is considered a special case in which 

each population element has a known and equal chance of selection (Cooper and 

Schindler, 2006) 

 

3.6    Types of data Collected 

 

3.6.1  Primary Data 

Primary data was collected through interview using structured questionnaires which 

will be administered to MWAUWASA officials and their subordinate who were 

required to give the useful information. Also preliminary survey and observation on 
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performance appraisal techniques and procedures was used for the purpose of 

extracting current information and getting more familiar with the study area. 

 

3.6.2  Secondary Data 

Secondary data was collected from different MWAUWASA reports on performance, 

MWAUWAS strategic planning. The information gathered from secondary data was 

very helpful because it helped to explore the routine records concerning with 

performance. 

 

3.7  Data Collection Methods  

 

3.7.1  Interviews 

Both formal and informal interview with various parties of personalities, 

intellectuals, experts and employees was involved in gathering data that deem to be 

relevant to the study. The interview was guided with checklists and questionnaire 

which helped to make a series of questions. The information collected through 

interview was age, sex, marital status, level of education etc as appendix 1 and 2 

provides the questionnaire and the interview guide for key informants respectively.  

 

3.7.2  Focus Group Discussion 

This method was conducted in group form whereby researcher and employees were 

discussing some things face to face. The employees and other staff contributed in 

discussion which was be conducted for the purpose of verifying the contribution of 

the Corporate Governance to the performance of MWAUWASA, the respondents 

and working situation in the study area. The information collected in using focus 

group discussion was the information concerning with the reports from the heads of 

departments for instance from the MWAUWASA Director, Human Resource Officer 

and other Heads of Departments concerning with the performance of the employees.  

 

3.7.3  Observation 

Observation method was employed during data collection. Field observation was 

complement information that was obtained from discussions. Direct viewing 
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especially methods and procedures of performance appraisal, participation of the 

employees in performance appraisal processes and procedures helped the researcher 

to get a real situation of the Corporate Governance. This observation reflected on 

whether Corporate Governance is useful or not. 

 

3.8  Data Analysis Procedure  

Data analysis was be based on both qualitative and quantitative analysis .Qualitative 

analysis was done to analyze qualitative data basing on content, while quantitative 

analysis was based on statistical analysis by using Statistical Package for Social 

Science (SPSS) computer program. Data which was analyzed by using SPSS was 

respondent’s characteristics and data which was opened and closed question. 

 

The study also used descriptive type of data analysis because it includes computation 

of frequencies, means, standard deviations, modes, medians, minima, maxima and 

ranges which is very necessary for the generalization of the findings, 

 

3.9  Data Validity and Reliability  

Researcher generally determine validity by asking a series of questions and will often 

looking for the answers in the research of others, therefore it is the aim of this study 

to consider the validity and reliability when doing analysis, and this was done 

through maximizing the trustworthiness or testing the result, and then more credible 

and defensible result. The study used triangulation method because is a typically the 

strategy to improving the validity and reliability of research or evaluation of findings 

as Mathison (1988), elaborates that; triangulation has risen an important 

methodological issue in naturalistic and qualitative approaches to evaluation in order 

to control bias and establishing valid propositions. 
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CHAPTER FOUR 

 

DATA ANALYSIS DISCUSSIONS AND FINDINGS 

 

4.1 Introduction 

This chapter presents the analysis of data, research findings and discussion. The 

study aimed at finding out the effect of corporate governance on the performance of 

Water Authorities in Tanzania. The study was conducted at Mwanza Urban Water 

Supply and Sanitation Authority (MWAUWASA). The data collected focused on 

effect of corporate governance on performance in the studied organization. Most of 

the results were presented in percentage table and graphs. The presentation of 

findings was mainly based on research questions. In order to achieve the objectives 

of the study, a set of questionnaires and interviews were used in data collection. 

Questionnaires can be seen the appendices. 

 

4.2 Gender of Respondents 

Gender of respondents was sought by the researcher in order to examine the 

relationship between gender and the understanding of the corporate governance on 

performance of MWAUWASA.  

 

The researcher found out that 19.1% of the total respondents were female while 

79.8%of the total respondents were male. This depicts that given the nature of the 

work at MWAUWASA is mostly performed by male. It further shows that there is 

gender imbalance, and organization (MWAUWASA) should take deliberate actions 

to employ more women. One respondent (Equals to 1.1%) did not indicate the 

gender. However, the percentage of men and women for those who indicated their 

gender was 80.6% and 19.4% respectively. 

 

4.3 Respondents by Position 

The researcher found out that that 3% of the total respondents were Board members, 

19% were members of management team, while 78% of the total respondents were 

other staff members. A researcher is therefore convinced that data collected are 
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reliable as they came from representative of the majority, which are non management 

staff members (middle and lower level staff). 

 

4.4 Educational Level of Respondents 

The researcher sought to know the educational level of the respondents in order to 

assess effectiveness of the contribution of the contribution of respondents’ education 

towards understanding of effects of corporate governance on performance of 

MWAUWASA. The findings on this variable are summarized in the table below:- 

 

Table 4.1:  Education of Respondents 

 Frequency Percent Valid percent Cumulative percent 

Primary education 15 16.0 16.0 16.0 

Secondary education 35 37.2 37.2 53.2 

Diploma 21 22.3 22.3 75.5 

Graduate and above 23 24.5 24.5 100 

Total 94 100 100.0  

 

Table 2.0 indicate that 16% of the total respondents had primary education, 37.2% 

had secondary education, 22.3% had diploma, and 24.5% were graduates and above. 

On average, the above table depicts that of all respondents 84% had at least 

secondary education while only 16% had primary education. 

 

 4.5 Working Experience of the Respondents 

The researcher was interested to know the working experience of MWAUWASA 

workers because it could have assisted him to compare understanding on the effect of 

corporate governance to the performance of MWAUWASA and eventually giving 

opinions of how the problem can be minimized. Working experience may help to 

provide sufficient information concerning effect of corporate governance to the 

performance of any organization and then provide relevant suggestions on what to do 

in order to improve or maintain corporate governance. Below are the findings on 

working experience of respondents concerning effect of corporate governance on 

performance of MWAUWASA. 
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Table 4.2: Working Experience of the Respondents 

 Frequency Percent Valid percent Cumulative Percent 

Less than 36 months 16 17 17 17 

37- 120 months 41 43.6 43.6 60.6 

More than 120 months 37 39.4 39.4 100 

Total 94 100 100  

 

Table 3.0 above depicts clear picture that 17%  of the total responding had working 

experience of less than 36 months or 3 years, 43.6% of the total respondents had 

working experience of between 37-120 months (3-10 years), while 39.4% of the total 

respondents had working experience of more than 120  months or 10 years. 

 

4.6   Findings from Specific Objectives 

 

Availability Codes of Best Practice for Good Corporate Governance in 

MWAUWASA 

In order to attain this objective, the researcher sought to know whether 

MWAUWASA had codes of best practice for good corporate governance, having 

those codes, by it would have enabled the researcher to extend the examination by 

looking on the extent of the compliance to the corporate governance framework; this 

was second objective of this study. The following are the finding on the respondents’ 

knowledge on the presence of the codes of best practice for good corporate 

governance. 

 

Of all respondents, 49% said that MWAUWASA has codes of best practice for good 

corporate governance while 38% did not agree. On the other hand, 13% said they 

don’t know whether MWAUWASA has codes of best practice for good corporate 

governance or not, however, following perusal of various documents and interview 

human resources department researcher was convinced that MWAUWASA has those 

codes. The codes are available and are included in MWAUWASA staff service 

regulations, of January 1999(as amended January 2003). In this case, researcher is 

satisfied that there is lack of information to staff pertaining these codes.  
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Researcher also looked on the response from customers to test their understanding if 

they know whether MWAUWASA have codes of best practice for good corporate 

governance. The following is the description of the findings from customers. 

The researcher found that 57.1% of all customers’ respondents believed to the fact 

that MWAUWASA have codes of good corporate governance practice in place. On 

the other hand 21.4%said that MWAUWASA doesn’t n have the codes while another 

21.4%  said they do not know whether MWAUWASA have the said codes or not. 

 

The Extent of Compliance with Corporate Governance Framework and Best 

Practices at MWAUWASA 

The following is the presentation of the finding s for each factor mentioned above. 

(a) The extent to which integrity and fairness exercised by the board of directors 

applies to MWAUWASA 

 

The researcher discovered that description of corporate governance framework 

indicating that 50.5% of the respondents are convinced that MWAUWASA is 

accountable to the society that it serves to a large extent while 37.6% believed that 

the level of accountability is just moderate. Some respondents, equals to 11.9% 

believed that there is low accountability to society by MWAUWASA.  Researcher 

also found that 51.1% the respondents said there was high level of integrity and 

fairness exercised by the board of directors while 30.9% and 18% claimed that there 

were moderate and low levels respectively. On part of integrity and fairness 

exercised by the management, 33%, 42.6%and 24.4% of the respondent said there 

are large, moderate, and low levels respectively as far as integrity and fairness 

exercised by the management is concerned. In examining management responsibility, 

28.7% of respondents said that the extent of responsibility by MWAUWASA 

management is large, 41.5% said there is moderate level of responsibility, while 

29.8% said MWAUWASA management is less responsible. On transparency 

variable 25.5% of the respondents claimed that there is high level of transparency 

while 73.2% and 37.3% claimed that there are fair and low levels respectively. On 

the other hand, 37.2% said there is moderate compliance while 24.5% said that there 
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is low compliance. Below shows the summary of the corporate governance 

framework with ranking based on the high level of compliance. 

 

The researcher deduced and is convinced that MWAUWASA, from five corporate 

governance framework examined there is compliance of integrity and fairness by the 

board of directors (51.1 of respondents); there is high level of accountability to 

society (50.1% of respondents). These two are the highly complied corporate 

governance frameworks and approves shareholder theory, stakeholder, and partly 

stewardship theories discussed. Despite the fact that 75.5% of the respondents 

believed that are integrity and fairness by the management of MWAUWASA, but 

42.6% of that segment claimed that level of integrity and fairness is just fair, leaving 

only 33% to support that the level was large. Researcher is therefore convinced that 

the level of compliance to this framework is just moderate. This also apply to 

compliance to various laws and regulations where researcher noted that although 

75.5% of the respondents believed that at least there is compliance to laws and 

regulation by MWAUWASA, only 38.3% said that the extent of compliance is great 

while 37.2% claimed that the extent is moderate and 24.5%said that the extent is low. 

Researcher is thus convinced that level of compliance for this framework at 

MWAUWASA is fair and thus needs to be improved.  

 

Extent of compliance of transparency and management responsibility is considered 

low by the researcher despite the fact that 62.8% and 70.2% of the respondent said 

that there is just fair level of the transparency and responsibility respectively. For the 

case of transparence, 37.3% of the respondents claimed that there is low transparency 

while 25.5% said there is high level. On the other hand, 29.8% of the respondents 

said there is low level of responsibility by management while only 28.7% said that 

there is high level of responsibility. 

Effectiveness and efficiency is another pillar (framework) to corporate governance 

that researcher investigated. In doing so, researcher identified nine (9) areas to test 

for the efficiency and effectiveness in the operations of MWAUWASA. The areas 

that were selected by the researcher were leakage control, new water connection, 

customer service, billing, non-revenue water reduction, debt collection, human 
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resource motivation, financial management, and detection of frauds and 

irregularities. The following is the presentation of the facts identified by the 

researcher. 

 

Efficiency and effectiveness level is high in new water connection of which 68.1% of 

the respondents said the extent was large. It was followed by billing 54.3% of 

respondents, 14.9% of respondents said the MWAUWASA is least efficient. 

It was also discovered by the researcher that 35.7% of customers see that 

MWAUWASA is accountable to the society. It serves to the great extent. 21.4% 

believed that the authority is just fairly while 42.9% said that the authority is 

accountable at a lower extent. The staff however was of the view that, the authority is 

accountable at 50.5% in serving the society. 

 

Factors affecting Corporate Governance Framework at MWAUWASA 

As to the purpose of this objective the researcher selected five factors that are likely 

to affect corporate governance in most organizations. The selected factors were the 

lack of information, incompetence, employees, incompetence of management, poor 

board supervision, and agency problem. 

 

Table 4.3: Summary of Factors that Affect Corporate Governance at 

MWAUWASA 

 Large extent Moderate extent Low extent total 

Lack of information 50.0 26.60 23.40 100 

Incompetence of employees 25.50 36.20 38.30 100 

Incompetence of management 28.00 41.90 30.10 100 

Agency Problem 29.00 37.20 52.10 100 

 

Of all respondents, 50% said lack of information affects corporate governance at a 

large extent, 26.6% were of the view that it affects moderately and 23.4% were of the 

view that lack of information just affects corporate governance at a lower extent. 

25.5% of the respondents were of the view that, incompetence of employees affects 

corporate governance at a large extent, while 36.2% and 38.3% respectively were of 
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the view that it is just affects fairly and lowly as far as corporate governance is of 

concern. In examining incompetence of the management, 28.0% of the respondents 

claimed that incompetence of management affects corporate governance to a great 

extent, 41.9% said it affects to moderate extents, while 30.1% said it affects 

corporate governance to the low extent. Supervision by the board of directors tended 

to be the area that MWAUWASA did well as only 21.3% of the respondents said it 

affects corporate governance to a great extent, while 26.6% pointing it as having 

moderately affected corporate governance and 52.1% saying that it affected 

corporate governance to the low extent. On agency problem, 29.8% of the 

respondents said it affected corporate governance to the great extent. On the other 

hand, 37.2% and 33.0% said it affected corporate governance to moderate and low 

extent respectively. In this case, agency problem discussed earlier is approved by this 

finding. 

 

From the above findings, researcher noted that lack of information highly affect 

corporate governance at MWAUWASA, followed by agency problem, incompetence 

of management, incompetence of employees, and finally poor board supervision 

being affecting corporate governance to the low extent at MWAUWASA. Researcher 

extended examination of the above factors that affect corporate governance, now 

looking on the factor on the factor that mostly affects corporate governance at 

MWAUWASA. The following figure portrays the picture of the findings. 

 

The influence of Corporate Governance to the performance MWAUWASA 

In determining how corporate governance had influenced performance at, 

MWAUWASA, the researcher selected nine (9) areas or operations to test whether 

there was any improvement following good corporate governance practices. These 

selected areas were water sales, water connections, non revenue water reduction, 

financial management, human resources motivation, internal controls, reporting 

(finance and operations), and employee participation in decision making .Researcher 

looked on the extent to which each of the operation or area was improved due to 

presence of good corporate governance.  
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Researcher was interested to know specific areas that have done well following good 

corporate governance and identify areas that influence is low and thus needs 

improvement. The following is the presentation of the findings for each area.  

 

The findings showed that that a water sale was leading by improvement. Due to 

presence of good corporate governance, followed by water connections, and third 

area in improvement was financial management. Fourth and fifth positions were 

internal controls and reporting respectively. Sixth to nine positions were collections 

from debtors, human resources managements, non-revenue water reduction, and 

employee participation in decision making being the least in improvement. There 

should therefore be a deliberate attempt to review areas that had low influence so that 

they perform well in future. 

 

Other Areas Relating to Corporate Governance 

Researcher also tested some matters that relate to corporate governance, including 

the role of customers in corporate governance to MWAUWASA, development of 

policies, procedure, regulations, and budgets and approval of the some. Researcher 

looked to the role of customers on corporate governance since corporate governance 

is two way-focused; accountability of the management and the board to the society; 

and responsibility of the society to act ethically towards the operations of the 

organization. Below are the descriptions of the findings. 

 

The State of Corruption by Various Levels and Departments at MWAUWASA 

One of the problems that undermine corporate governance and its roots (integrity and 

fairness, accountability, effective and efficiency, responsibility, and transparency and 

compliance) is corruption. There is inverse relationship between the level of 

corruption and effectiveness of corporate governance in a given organization. Thus 

the two are inversely related in the sense that the higher the level of corruption the 

lower the effectiveness of corporate governance and vice versa. Researcher was very 

much interested to know the extent of corruption practiced by various levels, 

departments, and offices at MWAUWASA so as to draw the conclusion on the extent 

corruption that have affected corporate governance at MWAUWASA. It was in the 
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opinion of the researcher to collect the facts from customers as he believed that he 

could have collected reliable data from them, unlike staff that would have distorted 

the facts and thus limited the scope of the study. The levels and departments that 

were selected by the researcher were: managements; other staff; finance, commercial, 

technical, and human and administrative departments; and office of the managing 

director. The following findings were revealed by the researcher as far as corruption 

is concerned. 

 

Unethical Practices by MWAUWASA Staff 

Apart from corruption, the researcher was also interested look and identifies various 

unethical practices by various officials of MWAUWASA that may happen to affect 

corporate governance position of MWAUWASA. Form open ended question, 

researcher found that corruption was mostly mentioned by the respondents.  

 

However, some other mentioned unethical practices included; abusive language and 

negative response to customers; lack of accountability; lack of transparency; 

indiscipline-cited meter readers and assistant credit control officers; overbilling of 

customers; lack of integrity; and bureaucracy. Despite all those mentioned unethical 

practices, some two respondents claimed that they noted no unethical practice by 

MWAUWASA officials.  
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CHAPTER FIVE 

 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

 

5.1  Introduction 

This chapter presents the conclusion and recommendation based on the research 

findings discussed and analyzed in chapter four. It is divided into three parts. 

Conclusion in summary, recommendation on various issues discussed, and the need 

for further researches on the problem identified in chapter one. 

 

5.2  Summary of the study 

The General Objective of the study was to investigate the contribution of Corporate 

Governance to the performance of MWAUWASA. 

The study specific objectives were to determine if MWAUWASA has code of best 

practice for good Corporate Governance in place, to determine the extent of 

compliance with the Corporate Governance framework and best practices at 

MWAUWASA, to determine how Corporate Governance influence performance at 

MWAUWASA, and to identify the factors that affect Corporate Governance 

framework at MWAUWASA.  

 

Theories like; The Stakeholder Theory, The Agency Theory, The Shareholder 

Theory, The Political Theory, and The Stewardship Theory were used, these theories 

in one way or another concurs with the whole concept of corporate governance and 

how it contributes the performance of the organization. Different literature has been 

consulted and the gap between the previous and this research. 

 

The Sample was determined using ‘Raosoft Sample Size Calculator’, while Stratified 

Sampling, Judgmental / Purposive, Simple Random Sampling were Sampling 

Techniques used. Interviews, Focus Group Discussion and Observation were used in 

collecting both Primary and Secondary data and then the Data was qualitatively 

analyzed using Content Method and quantitatively analyzed using Statistical Package 

for Social Science (SPSS) computer program. Apart from that, different hypothesis 
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were tested by using different methodology and the data was analyzed so as to get 

relevant findings useful for generalization. 

 

5.3     Summary of the Key Findings  

• Through the study researcher noted that at MWAUWASA on the issue of 

gender female employee’s forms only 19.4% of total employees as compared 

to males (80.0%). 

 

•  In respect of education at MWAUWASA researcher found that 84% of the 

respondents had secondary education and above while only 16% had primary 

education. 

 

• Basing on length of service, the findings portrays that large percentage of the 

total respondents were having a lot of experience with MWAUWASA (more 

than 36 months or 3years equals to total of 60.6% of total respondents) and 

thus were able to tell the true picture of ,WAUWASA as far as corporate 

governance is concerned. 

 

• Researcher also found that there is lack of information to various stakeholders 

of their presence as well as application only 48.9% of the respondents agreed 

that MWAUWASA has the said codes. 

 

• From five corporate governance framework examined, there is high 

compliance of integrity and fairness by the board of directors (51.1% of 

respondents); there is a high level of accountability to society (50.1% of 

respondents). These two are the highly complied corporate governance 

frameworks at MWAUWASA. 
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5.4    Conclusion 

• Through the study findings, researcher noted that gender balancing is not given 

weight when recruiting new staff at MWAUWASA as female employees forms 

only 19.4% of total employees as compared to males (80.0%). 

 

•  In  respect of education, researcher concludes that the ability of 

MWAUWASA was good and thus reliability of the data collected and tested as 

84% of the respondents had secondary  education and above while only 16% 

had primary education. 

 

• Basing on length of service, the findings portrays that large percentage of the 

total respondents were having a lot of experience with MWAUWASA (more 

than 36 months or 3years equals to total of 60.6% of total respondents) and 

thus were able to tell the true picture of ,WAUWASA as far as corporate 

governance is concerned. 

  

• From staff and  board segments, customers segments, and perusal of  

documents and interview to human resource section, researcher, strongly agree 

that, although the codes for best practices are in place at MWAUWASA, but 

there is lack of information to various  stakeholders of their  presence as well 

as application only 48.9% of the respondents agreed that MWAUWASA has 

the said codes. 

 

• Extent of Compliance with Corporate Governance Framework and Best 

Practices at MWAUWASA  Researcher is convinced that at MWAUWASA, 

from five corporate governance framework examined, there is high compliance 

of integrity and fairness by the board of directors (51.1% of respondents); there 

is a high level of accountability to society (50.1% of respondents). These two 

are the highly complied corporate governance frameworks at MWAUWASA. 
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• Researcher also concludes that the level of compliance to integrity and fairness 

by the management of MWAUWASA is just fair as justified by 42.6% of the 

respondents. This also applies to compliance to various laws and regulations 

where researcher. Noted that although 75.5% of the respondents believed that 

at least there is compliance to laws and regulation by MWAUWASA, only 

38.3% said that the extent of compliance is great while 38.2% claimed that the 

extent is moderate, and 24.5% said that the extent is low. Researcher is thus 

convinced that level of compliance for this framework at MWAUWASA is far 

and thus needs to be improved. Extent of compliance to lows and regulations, 

transparency, and management responsibility are considered low by the 

researcher despite the fact that 62.8% and 70.2% of the respondent believed 

that there is transparency and responsibility respectively. For the case of 

transparency, 37.3% of the respondents claimed that there is low level of 

responsibility by management while 28.7% said that there is high level of 

responsibility. 

 

• In respect of efficiency and effectiveness, researcher noted that new water 

connection; billing and customer services are areas that MWAUWASA was 

more effective and efficient than other operations as justified by 68.1%, 57.4%, 

and 54.3% of respondents respectively. The last three operations where 

MWAUWASA was least efficient and effective were mentioned by 

respondents as human resources motivation (14.9 of respondents agreed), 

detection of frauds and irregularities (19.2%), and non revenue water reduction 

(20.2% of respondents %). From customers’ point of view, researcher can 

summarize that integrity and farness of management and management 

responsibility are the areas that are leading, followed by accountability and 

transparency, leaving integrity and fairness by other employees to be the last in 

the list. This is contrary to findings from staff segment where accountability 

was leading ad management responsibility was the least in the rank. 
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• On Factors that Affects Corporate Governance Framework at MWAUWASA. 

Researcher noted that lack of information highly affect corporate governance at 

MWAUWASA,  followed by agency problem, incompetence of management, 

incompetence of employees, and finally poor board supervision being affecting 

corporate governance to the low extent at ,MWAUWASA.   

 

• It was also observed that there was influence on performance of 

MWAUWASA following practicing good corporate governance. However 

some of the areas or operation that was reviewed showed less influence. 

Researcher noted that a water sale was leading by improvement due to 

corporate governance, followed by water connections, and third area in 

improvement was financial management. Fourth and fifth positions in 

improvement were internal control and reporting respectively. Sixth to nine 

positions were collections from debtors, human resource management, non 

revenue water reduction, employee participation being the last in improvement. 

 

• As far as role of customers is concerned, researcher concludes that customers 

are less involved in corporate governance at MWAUWASA through various 

mechanism such as presence of suggestion boxes, regular stakeholders, forums, 

feedbacks, public education on their roles to play in improving corporate 

governance, etc, this is justified by the fact that only 37.2% of respondents 

agreed that customers have a great role to play in corporate governance. 
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• However majority of the respondents (85.1%) are aware that management is 

the one that develops policies, procedures, regulations, and budgets. Also 

77.7% of the respondents know that board of directors is the one that approves 

the same. This is true as per interview by the researcher and documentary 

review that he made. It is also compatible to the principles of corporate, 

governance that the board has the responsibility for approval of the policies, 

procedures, regulations and budgets   after being developed by the 

management. Despite the good percentage of the respondents to be aware of 

the development and approval of policies, procedures, regulations, and 

budgets, still 14.9% and 22.3% of the respondents do not know of the 

developments and approval respectively, of the same. This shows lack of 

information to the employees on various matters concerning the organization in 

general. 

 

• Customers know their responsibility to pay the services rendered to them as 

100%said they are aware of this obligation. 
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•  Customers know that some of them are illegally consuming water and had 

reported the matters to MWUWASA. Researcher noted that 85.7% of the 

respondents who said they knew that some customers were consuming water 

illegally claimed to have reported the matter to MWAUWASA.  There is also 

problem of responsibility and accountability at MWAUWASA, though the 

problem is not severe, as only 66.7% of the responds who whistleblower 

claimed that the reported matter were reacted while 33.3%said the reported 

matter were not attended. 

• Generally speaking, there is corruption at MWAUWASA, though mostly 

practice by middle and lower level personnel, department wise, corruption 

level in commercial and technical department is higher as compared to finance 

and, administration and human resources departments, state of corruption in the 

office of managing director is negligible. 

  

• Mostly mentioned unethical practices by MWAUWASA employees are; 

corruption, abusive language and negative response to customers, lack of 

accountability, lack transparency, indiscipline, overbilling of customers, lack of 

integrity, and bureaucracy middle and lower level employees are claimed to be 

more unethical as cited by a total of 77% respondents. 

 

5.5  Recommendations 

• On gender imbalance, (MWAUWASA) should take affirmative action to 

employ more women. In this case, MWAUWASA should institute affirmative 

action programs designed to achieve a more representative distribution of 

minorities and women within it by giving preference to women and minorities. 

 

• MWAUWASA should encourage their staffs that are still having primary 

education to go for secondary education as 16% of the respondents were 

having primary education. 
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• On presence of Code of Good Best Practices for Corporate Governance in 

Place MWAUWASA   should institute training programs on codes of best 

practice for corporate governance. Also, administration and human resources 

department should make sure that the codes are available to all departments or 

section for quick review by employee in need. 

 

• Integrity and farness exercised by management of MWAUWASA should be 

improved to good position as many are convinced that the level is just fair. 

Management is the key players of corporate governance, therefore, should be 

of high integrity and being fair to all, internal and external customers. 

 

• Compliance to various laws and regulations, like integrity and fairness by the 

management, should also be improved. MWAUWASA operation, actions, and 

reports should be more transparent not only to employee, but also to other 

stakeholders without violating the rule of law, observing state and business 

ethics. 

 

• Management of MWAUWASA should also be more responsible to their duties 

so that they discharge good and timely services to the public. 

 

• MWAUWASA should be more effective and efficient to its operations 

especially the areas that are seen to be less efficient and effective. These are 

human resources motivation, detection of frauds and irregularities-internal 

controls, and non revenue water reduction. 

 

• Management of MWAUWASA should insure that information pertaining the 

running of the organization is available to employees at the right time, quantity, 

and place. 

 

• MWAUWASA should ensure that it reduces agency problem to the possible 

minimal point. It should seek for various incentive plans that may motivate its 
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management and other employees so that they feel part and parcel of the 

organization. 

 

5.5.1   Recommendations for Further Study  

This research has resulted in many interesting key findings; however the research has 

several limitations that need to be acknowledged. The first limitation is that research 

was conducted in the context of Contribution of Corporate Governance to the 

Performance of MWAUWASA in Tanzania. 

The research context may not be generalized 

 or relevant to other countries because of the differentiation of the organization 

culture and social characteristics 

 

Also the research was conducted in Tanzania public sector where it seems the 

knowledge Corporate Governance is rather limited because the organization seem 

quiet cautious about sharing some organizational information and are highly 

concerned about confidential information. It is also apparent that most of interviewee 

seen uncomfortable to express their opinion when discussion was beyond their 

position, responsibility or power. Again this outcome is tied with national culture 

In addition to this, there are limitations linked to the conceptual framework. The 

conceptual model in this thesis was constructed in three stages. The conceptual 

model at the first stage was based on the literature review; however this may not 

represented the real world circumstances, as there is lack of theoretical framework 

and research related to Corporate Governance which is not up to date. In order to 

build a reversed conceptual model colder to the real world circumstances, the results 

from study were used. However due to the limitation to this study already mentioned 

especially cultural issues, there may be some attributed or factors that were not 

mentioned in the interview session. Therefore, a refined conceptual model still needs 

further development in the future studies. 

 

As a result of these limitations, it is clear that further research and additional time to 

gather data is required. To create more valuable results, future researcher should 

gather data from different context or in other countries. Moreover to deliver a 
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trustworthy results which is closer to the real world context, the researcher must also 

study the different culture (Both social cultural and organization culture), as cultural 

issues are significant factors in the performance of any organization. 

 

However the researcher confined his research on the five Corporate Governance 

frame work which are Accountability, Effectiveness and Efficiency, Transparency, 

Integrity and Fairness, Responsibility and Compliance to Laws and Regulations as 

key to organization performance and it gave less stress on the intervening factors like 

; Political factors ( Laws and Regulations, Political Decisions), Technological 

Factors (Efficiency brought by capital intensive brought by technological inventions 

and innovations), Social Economic Factors (include Demand and Test, recession, 

Boom Customer Preference). These variables have huge contribution on performance 

of the organizations. 
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APPENDICES 

 

Appendix 1:  Research Questionnaires 

Section A: Introduction 

Dear respondent, 

May I wish to notify you that this questionnaire has the aim of gathering information 

about the study titled “contribution of corporate governance to the Performance of 

Mwanza Urban Water Supply and Sanitation Authority (MWAUWASA). 

This study is conducted as a partial fulfillment for the award of Masters of Business 

Administration (Corporate Management) at Mzumbe University. 

 

The purpose of this questionnaire is kindly to ask you to have time of telling the 

researcher about whether MWAUWASA have codes of Best Practices for Good 

Corporate Governance in Place. 

To what extent has MWAUWASA complies with corporate governance framework 

and best practices and the factors that affect corporate governance framework at 

MWAUWASA. 

 

Through this information, the researcher shall be able to analyze and understand the 

contribution of the Corporate Governance to the performance of Mwanza Urban 

Water Authorities. It should be noted that all these information will be treated only 

for academic purposes and not otherwise, thus, you are so requested to feel free when 

you fill this questionnaire. 

 

Section B: General Instructions of Filling in This Questionnaire  

(i) Please give your answers as honestly and freely as possible. 

(ii) Where a written response is requested, please write clearly and legibly  

(iii) Please answer questions according to specific instructions given under each 

question. 

(iv) Each and everything you answer will be treated as confidential. 

(v) Don’t write your name on the Questionnaire when filling in the Forms.  
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Thank you for your cooperation. 

Section C:  Personal Details 

Instructions; Tick in the box provided on the right answer 

 

1. Date of interview................................................................................................. 

 

2. What is your sex? 

(i) Male         (            ) 

(ii) Female        (            ) 

 

3. What is your age? 

(i) Below 25 years      (            ) 

(ii) Between 25 and 40 years     (            ) 

(iii) Between 40 and 55 years     (            ) 

(iv) Above 55 years      (            ) 

 

4. What is your education level? 

(i) Primary school education     (            ) 

(ii) Secondary school education (O-Level)    (            ) 

(iii) High Secondary school education (A – Level)   (            ) 

 

5. How long have you been working at this organization? 

(i) Less than 1 year      (            ) 

(ii) More than 1 year, but less than 5 years   (            ) 

(iii) More than 5 years, but less than 10 years   (            ) 

(iv) More than 10 years      (            ) 
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Appendix 2:  Contribution of Corporate Governance to the Perfomance of the 

Organisation 

1. Do you know anything about Corporate Governance? 

 

2. What do you think are the main reasons for implementing Corporate 

Governance? 

 

3. Does MWAUWASA have codes of Best Practices for Good Corporate 

Governance in Place? 

 

4. To what extent has MWAUWASA complied with corporate governance 

framework and best practices? 

 

5. What are the factors that affect framework at MWAUWASA? 

 

6. How does Corporate Governance influence performance at MWAUWASA? 

 

7. What are the employees’ perceptions on corporate governance? 


