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ACCOUNTING, CORPORATE GOVERNANCE & BUSINESS ETHICS | 
RESEARCH ARTICLE

Goal clarity on the relationship between 
government ownership and financial 
performance of the listed companies in Kenya 
and Tanzania
Musa P. Ngilisho1*, Neema G. Mori2 and Ernest G. Kitindi3

Abstract:  This study investigates the moderating effect of company goal clarity on 
the relationship between government ownership and financial performance of the 
listed companies in Kenya and Tanzania. The results show that government own
ership holds an average of 6% of the ownership stakes and a maximum of 74% in 
the selected listed companies. Furthermore, it is found that, listed companies that 
engage in goal-setting, pursue an average of 5 company goals concurrently, and 
a maximum of 13. Moreover, government ownership is found to be negatively 
related to financial performance, while a decrease in company goal clarity is both 
positively and negatively related to financial performance, for the Tobin’s q and the 
risk-adjusted ROA models, respectively. The implication is that, as government 
ownership in emerging economies is endowed with relatively more skills and 
resources compared to other owners in listed companies, it can effectively pursue 
a relatively higher number of company goals. The results also suggest that 
a decrease in goal clarity has a negative moderating effect on the relationship 
between government ownership and financial performance, whereby the moder
ating effect reduces the magnitude of the negative effects of government owner
ship on financial performance, up to an optimal point of seven company goals. The 
decrease of company goal clarity, which mainly emanates from the concurrent 
pursuit of all company goals plus the social welfare ones, reduces the negative 
effects of the ownership on financial performances, contrary to the assertions made 
in the goal-setting theory.

Subjects: Corporate Finance; Strategic Management; Corporate Governance; 
Organizational Studies 

Keywords: financial performance; goal ambiguity; goal clarity; goal-setting; government 
ownership

1. Introduction
Ownership structures in listed companies are known to have implications on financial perfor
mances (Arslan, 2021; Din et al., 2021) and how the companies are governed. The ownership 
structures are most often composed of a mixture of different ownership types, each with specific 
performance goals or interests. For example, government ownership in a listed company is known 
to pursue mainly political and social economic goals, while institutional ownership aims to 
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maximize profits (Thomsen & Pedersen, 2000). Consequently, to differentiate the effects of each 
ownership type on financial performance, most studies, like Liu (2018) and Sunday et al. (2017), 
measure the ownership types by using a fraction, which is computed based on the amount of 
equity capital contributed by an ownership type, relative to the total equity capital of the listed 
company concerned. It is therefore known that, amongst the different owners in listed companies, 
government prefers to be the largest (Liu, 2018), in order to enjoy more controls and influence on 
performance, relative to other owners. This is because, governments are known to provide govern
mental support and political connections to the listed companies in which they have ownership 
stakes (Mei, 2013). Moreover, for the listed companies operating in emerging markets, government 
ownership is also known to set company financial goals, which are meant to guide towards the 
intended financial performances (Wei, 2020). However, most research studies on the relationship 
between government ownership and financial performance, like Alfaraih et al. (2012) and Laporšek 
et al. (2021), show that government ownership is associated with inferior financial performances 
relative to other ownership types. Principally, most of these studies focus on the direct relationship 
between government ownership and financial performance, without considering the potentials of 
company goals to moderate the relationship.

Company goals are meant to guide stakeholders towards a specific performance outcome 
through the goal clarity dimension. The dimension is defined as an emphasized degree of quanti
tative precision, outlined in a goal to reduce performance variability (Bang et al., 2010). It can be 
measured by the number of company goals pursued by an organization, whereby the higher the 
number of goals pursued the lower the clarity (Jung, 2011). Most studies on this goal dimension, 
such as Van der Hoek et al. (2018) and Bang et al. (2010), mainly focus on the direct relationship 
between goal clarity and organizational performance in the developed markets. Consequently, the 
empirical knowledge on this relationship falls short of at least two main important components: 
first, the emerging markets’ contextual experience, and secondly, knowledge on the moderating 
role of goal clarity on the relationship between government ownership and financial performance 
of the listed companies operating in both emerging and developed markets. This knowledge is 
important based on the fact that, listed companies in emerging markets rely much on ownership 
structures to enhance financial performances. The reliance is generally based on listed companies’ 
non-compliance to corporate governance practices in emerging markets (Arslan & Alqatan, 2020), 
due to the markets being characterized with relatively weak legal systems (Claessens & Yurtoglu,  
2013). Moreover, government ownership priorities have always been ambiguously unpredictable, 
as it sometimes pursues political and social welfare goals to serve communities (Loch et al., 2020), 
while in other cases, it pursues profitability to ensure going concern (Makhlouf & Al-Sufy, 2018; 
Wei, 2020) in listed companies. Consequently, this kind of confusion makes goal clarity an 
important dimension to include in the current study.

In some of the emerging markets within the East African Community (EAC) area, government 
ownership is at times among the listed company owners with significant ownership stakes. In 
these markets, investors are sometimes concerned over the general financial performances of 
listed companies (Anyanzwa, 2018; CMA, 2018), which may consequently discourage potential 
investors. Moreover, the equity market capitalization values of some listed companies seem to 
regularly decline (CMSA, 2017, 2019; DSE, 2019, 2020). Based on these financial performance 
observations, we ask three main questions: firstly, how does government ownership relate to 
financial performance of the listed companies in Kenya and Tanzania? Secondly, we ask the follow- 
up question: how does company goal clarity relate to financial performance of the listed compa
nies in Kenya and Tanzania? And lastly, we ask: how does company goal clarity moderate the 
relationship between government ownership and financial performance of the listed companies in 
Kenya and Tanzania?

Our main motivation to undertake the current study is based on the recent performance 
challenges the COVID-19 pandemic has had on the financial markets of Africa (Anyanwu & 
Salami, 2021) and the world at large (Gupta & Sharma, 2021). Particularly so, in the emerging 

Ngilisho et al., Cogent Business & Management (2022), 9: 2144701                                                                                                                                  
https://doi.org/10.1080/23311975.2022.2144701

Page 2 of 25



equity markets of East Africa, like Nairobi Securities Exchange (NSE) and Dar es Salaam Stock 
Exchange (DSE), where equity market capitalization values declined significantly during the pan
demic time in the year 2020 (DSE, 2020; NSE, 2020). The decline trend may be a signal of 
a potential going-concern crisis to both the listed companies and the two exchanges in which 
they are listed. This view is based on the two main facts: first, the current COVID-19 trend suggests 
of a regular recurrent pattern across the globe in the near future, and secondly, companies are 
allowed to cross-list within the two East African exchanges, which is a potential for contagion 
effects between the exchanges. Consequently, government ownership in the listed companies 
operating in the two exchanges, has the role of enhancing financial performances to encourage 
more investor participation in order to activate the markets (Abbas et al., 2016) during such 
challenging times. We pick government ownership in this current study, because it is known to 
champion for the use of goal-setting processes in listed companies (Wei, 2020) which produces 
company goals for guiding performances (Arasa & K’Obonyo, 2012). Its preferential use of com
pany goals has the potential to guide listed companies in emerging markets towards intended 
financial performances, during difficult economic times.

Our study is therefore informed by the agency and the goal-setting theoretical framework. The 
main objective is to examine the moderating effect of company goal clarity on the relationship 
between government ownership and financial performance of listed companies in both Kenya and 
Tanzania.

The empirical setting of our study is on the two exchanges which are located in Kenya and 
Tanzania, respectively. Both countries are some of the leading economies in the East African 
community area. The choice of the two exchanges is also based on the fact that the two have a bi- 
directional causality relationship (Yunvirusaba et al., 2019), which in our view seems reasonable 
enough to consider them jointly. Moreover, the two exchanges have relatively higher market 
measures of both equity turnover and market capitalization in the East African region, for the 
study period under consideration. Specifically, the average equity turnover and market capitaliza
tion figures for the NSE were 2.42 billion US dollars and 19.26 billion US dollars, while for the DSE 
were 0.19 billion US dollars and 9.34 billion US dollars, respectively. For Uganda Stock Exchange 
(USE), based on the available data on its website, equity turnover was 0.05 billion US dollars, and 
market capitalization 4.49 billion US dollars. For Rwanda Stock Exchange (RSE), equity turnover 
figures were unavailable, while its market capitalization value, based on the available statistics 
was 2.96 billion US dollars. Therefore, based on the above background information, the two 
exchanges in Kenya and Tanzania provide a good ground for the study analysis.

Our study uses eight-year secondary panel dataset from selected listed companies in both 
Kenya and Tanzania. Data are specifically collected from the selected listed companies in both 
NSE and DSE. The study findings first show that government ownership is negatively related to 
financial performance. Furthermore, the findings show that decrease in company goal clarity has 
both positive and negative effects on financial performance. Also, the findings show that 
a decrease in company goal clarity has negative moderating effect on the relationship between 
government ownership and financial performance of listed companies in Kenya and Tanzania. 
However, the negative moderating effect reduces the magnitude of government ownership effect 
on financial performance.

Our study makes three contributions to the academic literature. Firstly, we demonstrate on the 
use of company owners, in this case government ownership, as the unit of enquiry for goal-setting 
studies. We do this by examining the effect of goal clarity on the relationship between government 
ownership and financial performance. Secondly, we introduce the use of listed companies operat
ing in an emerging market context, as the unit of analysis in the goal-setting studies. This is 
because, most of the previous studies on goal setting were more biased towards using private 
companies and parastatals (i.e. government institutions) operating in the developed markets as 
the units of analysis, leaving out listed companies. Thirdly, we contribute to knowledge on how 
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company goal clarity can be used to enhance corporate governance in addressing the agency 
problem in the listed companies that operate in the emerging markets environment.

This study is organized as follows: we first review both the relevant theoretical and empirical 
literature to develop the study hypotheses. Then, we elaborate on the research design of the study, 
the data used and the related variables. Furthermore, we present and discuss the findings of the 
study, which include both the descriptive and the inferential statistics. Finally, we make our 
conclusion by showing the implications and the recommendations to practitioners.

1.1. Theoretical literature review
This study is informed by both the agency (Ross, 1973) and the goal-setting (Locke & Latham,  
1990, 2002; Locke et al., 1981) theories. The agency theory informs on the nature of agency 
relationship that exists in a listed company setting, whereby the company owners are the principal 
and the management team is the agent. The agent has the contractual role of managing the listed 
company affairs for the principal at a fee. The theory conjectures that, as both the company 
owners and the management are each self-centered, their pursuit of individual interests is the 
main potential source for an agency problem (Jensen & Meckling, 1976; Ross, 1973). The problem 
is amplified in a listed company operating in an emerging market context, which is characterized 
with relatively weaker legal institutions (Claessens & Yurtoglu, 2013). This is particularly so, when 
owners transfer their decision-making controls to managers (Fama & Jensen, 1983; Jensen & 
Meckling, 1976). The control transfer may tempt managers to pursue business ventures that 
only favor their personal interests at the detriment of the company’s financial welfare, such as 
the decline in market values and the increase in the riskiness of financial returns. For the current 
study, market value is measured by Tobin’s q (Thomsen et al., 2006), and the riskiness of company 
financial returns is reflected in the risk-adjusted return on assets (ROA; Oanh Le Kieu et al., 2021).

The theory suggests on the use of government owners as the outsiders who are endowed with 
the appropriate resources and incentive to influence financial performance and to address the 
agency problem. Although government is one of the different owners who are commonly found in 
listed companies (Thomsen & Pedersen, 2000), it is considered superior over other owners in terms 
of financial resources and possession of extra attributes, such as governmental support and 
political connections (Aranda et al., 2014). The attributes facilitate easier access to various busi
ness support services, like cheaper funding for a listed company during difficult financial times 
(Loch et al., 2020). The superiority in resource endowment places government ownership in 
a better position to influence positively on financial performances of listed companies, especially 
when it is operating in an emerging market with relatively more business challenges. Furthermore, 
government ownership is also known to engage in goal-setting or target setting processes, which 
formulate company goals for guiding towards the intended financial performances (Wei, 2020).

Despite all these complimentary advantages, the ownership is more often found to have 
a negative relationship with financial performances (Liljeblom et al., 2019), most probably due to 
its preferred pursuit of social over profit maximization goals in listed companies. In that regard, the 
ownership possesses a potential risk of triggering the principal–principal and the principal–agent 
agency problems, which are the conflicts between the majority and minority company owners 
(Loch et al., 2020; Young et al., 2003), and between company owners and managers, respectively. 
The conflicts have potential negative consequences on financial performance. The pursuit of social 
over profitability goals has had negative consequences on financial performances across different 
sectors as well. For example, borrowing from the microfinance industry, the empirical experiences 
show that microfinance institutions (MFIs) face similar challenges related to the trade-off between 
the pursuit of social and financial sustainability goals (Navin & Sinha, 2020). The challenges were 
even more amplified in the recent times, when MFIs started to migrate from the non- 
governmental to private ownership structures (Khan et al., 2021). However, despite the similar 
challenges government ownership brings to listed companies on the one hand, its preference for 
using company goals on the other aligns well with the main assumption in the goal-setting theory, 
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which conjectures that goals moderate stakeholders’ behaviour towards performance. Impliedly, 
the theory suggests that company goals have the potential to moderate the relationship between 
government ownership and financial performance.

The goal-setting theory (Locke & Latham, 1990; Locke et al., 1981) is a cognitive theory which 
focuses on the core properties of an effective goal to predict, explain and influence performance 
within a particular context (Christian et al., 2020; Locke & Latham, 2002). Therefore, the theory’s 
proposal to use company goals to moderate the relationship in a listed company’s context, is 
based on its core assumption, that human actions are guided by goal clarity. Goal clarity is defined 
as the degree to which a stakeholder understands well the task assigned (Bellamkonda et al.,  
2020). In a typical company setting, goal clarity guides the performance-related activities of the 
primary internal stakeholders (Jung, 2014; Stefan & Foss, 2018), and is related to superior perfor
mance. This view is however criticized by Ordóñez et al. (2009), that goal clarity has the risk of 
narrowing too much the attention of stakeholders to the point of missing the important features of 
a goal. The primary internal stakeholders in a listed company include at least company owners, 
employees and the managers (Benn et al., 2016; Roscoe et al., 2020). Therefore, given that 
government ownership in a listed company is a primary stakeholder to influence on financial 
performance, the company goal clarity serves it as the guidance towards the intended financial 
performance. In that regard, the goal-setting theory proposes that company goal clarity moder
ates the relationship between government ownership and financial performance in a listed 
company.

1.2. Empirical review and hypotheses

1.2.1. Government ownership and financial performance 
The empirical literature on the relationship between government ownership and financial perfor
mance in a listed company context is also reviewed in the current section of this paper. Alfaraih 
et al. (2012) explored the effects of government ownership on financial performance and found 
government ownership had negative effects. Mei (2013) examined the relationship between 
government ownership and financial performance, and found that the relationship was u-shaped. 
Moreover, the study revealed that government ownership preferred to invest in the companies that 
were in some strategically important sectors, like oil, natural gas, and media, and also provided 
government support and political connections to them. Liu (2018) also studied government own
ership in 47 countries and found that it prefers to be the largest owner in listed companies. 
Abramov et al. (2017) investigated the influence of government ownership on financial perfor
mance and found that it had negative influence. Moreover, Wang and Shailer (2018) conducted 
a meta-analysis study to find out how government ownership faired towards financial perfor
mance compared to private ownerships. The study results showed that government ownership had 
inferior financial performances relative to private ownership. Another study relating government 
ownership and financial performance is Muthoni and Nasieku (2018), which similarly found that 
government ownership had negative, though statistically insignificant, effect on financial perfor
mance. In the course of seeking knowledge on why government ownership is generally found 
negatively related to financial performance, Loch et al. (2020) conducted a qualitative study on the 
relationship, and found that the reason was partly due to its priorities being in the pursuit of 
political goals. Laporšek et al. (2021) studied the relationship between ownership structure and 
financial performance by comparing the performances of government-owned and privately owned 
listed companies. The study findings showed that the government-owned were less profitable than 
their counterparts.

Based on the above review of the relationship between government ownership and financial 
performance in listed companies, it is becoming apparent that, government is endowed with 
relatively more resources (Aranda et al., 2014) than other owners, which makes it the largest 
owner in most listed companies (Abramov et al., 2017) with more controls. Given that it prefers to 
pursue more of social welfare and political goals (Laporšek et al., 2021) than profitability, its 
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presence in listed companies has the potential for inferior financial performances (Muthoni & 
Nasieku, 2018; Wang & Shailer, 2018). Based on these observations, we therefore conjecture that 

H1: Government ownership is negatively related to financial performance

1.2.2. Goal clarity and financial performance 
In this section, the literature relating goal clarity and financial performance is also reviewed. Jung 
(2011) studied the impact of goal clarity, measured by the number of goals, on organizational 
performance. The results suggest that goal clarity has positive relationship with organizational 
performance. Another study by Chun and Rainey (2005), examined the relationship between 
ambiguity in comprehending organizational mission and performance. Their findings show that, 
the two were positively related. The findings therefore imply that, lack of clarity was positively 
related to performance, contrary to the findings in Jung (2011). Van der Hoek et al. (2018) 
examined to what extent goal setting affects organizational performance in public sector teams. 
The results of the study found that goal clarity positively affected team work performances, 
whereby performance was measured by both effectiveness and efficiency. Within the same public 
sector context, Bang et al. (2010) explored the relationship between having a clear goal for 
a particular agenda item and team effectiveness in top management meetings. The study found 
that goal clarity was positively associated with team effectiveness. Another study was Peralta et al. 
(2015), which studied if goal clarity moderated the relationship between employee teams’ innova
tion processes and financial performance and found that goal clarity positively moderates the 
relationship. Furthermore, another study by Miyeon et al. (2020) examined the effects of goal 
ambiguity, which is lack of goal clarity, on organizational performance. The study results showed 
that high levels of goal ambiguity decreased organizational performance.

Furthermore, in order to understand how government ownership relates to the goal-setting 
process, the scanty literature relating ownership structure and goal setting is also reviewed. Wei 
(2020) is one such paper that examined how listed companies with majority government owner
ship set company goals for sales, compared with the other non-government-owned listed compa
nies. The study found that listed companies, with government ownership, set easier company 
goals to achieve than the companies without government ownership. The findings therefore 
confirm that government ownership engages in goal setting.

Based on the above reviewed literature, we learn that, government ownership in listed 
companies engages in goal setting (Wei, 2020), which impacts positively on organizational team 
works (Van der Hoek et al., 2018) through goal clarity. As company owners, employees and 
managers constitute the primary stakeholders in a company (Benn et al., 2016; Roscoe et al.,  
2020), goal clarity moderates their performance-related activities (Jung, 2014; Stefan & Foss,  
2018). Moreover, goal clarity is found to be positively related to organizational financial perfor
mances (Jung, 2011). Based on these arguments, we therefore conjecture that; 

H2a: Company goal clarity is positively related to financial performance

H2b: Company goal clarity positively moderates the relationship between government ownership 
and financial performance

2. Methodology

2.1. Research design
This study uses the deductive research approach to test the two hypotheses developed from the 
reviewed literature. This approach is recommended for hypothesis testing in Saunders and Cornett 
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(2015). The census strategy was used on the companies listed in the two exchanges located in 
Kenya and Tanzania. However, only 48 listed companies were used in the study, after having 
eliminated some companies which were unusable for various reasons such as, some being under 
receivership, others in the merger and acquisition process, and others having data accessibility 
problems.

2.2. Data and variables
Unbalanced secondary panel dataset of the selected listed companies is used to measure the 
study variables. The dataset period ranges from the year 2011 to 2018, which gives a maximum of 
384 observations. This study period was arbitrarily chosen due to relatively easy access to data 
during the period concerned. Apparently, from the year 2019, the COVID-19 pandemic had 
affected operations of most listed companies and made them inaccessible for the study.

The dataset includes the financial data collected from the annual published reports of the 
selected listed companies, their respective share prices for the study period collected from the 
two exchanges, and the quantitative data related to company goals that were collected from the 
corporate strategic plans (CSPs) of the same listed companies. The published reports are accessed 
through the websites of the companies concerned, the two securities exchanges’ websites and the 
African Financials’ website, https://africanfinancials.com/.

Furthermore, the quantitative data related to company goals, which is documented in the 
corporate strategic plans (CSPs) of the selected listed companies, is collected by using 
a questionnaire (see appendix). The questionnaire is used to collect the quantitative details of 
company goals related to the period from 2011 to 2018, which are contained in the respective 
CSPs. Given that the CSPs are not statutorily publishable for public use (Arnold & Artz, 2015; Zhi 
et al., 2009), the questionnaire is administered to the relevant company officials who deal with 
corporate strategic plan issues, as the respondents. Summary profiles of the respondents in the 
selected listed companies is provided in Table 1. Studies that have similarly collected and used 
documentary data in a similar way include Arnold and Artz (2015), Mori and Mersland (2014), and 
Zhi et al. (2009).

In this study, financial performance (FP), government ownership (GO) and company goal clarity 
(GC) are used as the dependent, independent and the moderating variables respectively. Financial 
performance (FP) is defined by using both a market-based measure, Tobin’s q, and an accounting- 
based measure, risk-adjusted rate of return (ROA). Tobin’s q is computed by using the logarithm of 
the ratio of market capitalization to the book value of assets, as used in Thomsen et al. (2006). In 
computing the risk-adjusted ROA, return on assets (ROA) is first computed by dividing the annual 
net income of a listed company by its total assets (Al-Matari et al., 2014). Then thereafter, the 

Table 1. Profiles of the questionnaire respondents
S/N Respondents’ profiles Percentage (%)
1 Strategic Planning/Strategy & 

Innovation—Manager/Officer
33.33

2 Chief Accountant/Financial 
Controller

23.33

3 Human Resources—Director/ 
Manager/Head /Officer

13.33

4 Chief of Operations 3.33

5 Marketing & Corporate Sales— 
Officer

6.68

6 Other officers (e.g., relations/ 
banking/transactional/business 
development)

20.00
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computed ROA is divided by the standard deviation of the same returns (Oanh Le Kieu et al., 2021). 
The aim of using both Tobin’s q and the risk-adjusted ROA as measures of financial performance, is 
to enable the use of a heterogeneous selection of listed companies, which comprises listed 
companies from all listed industries in Kenya and Tanzania, including financial institutions.

Government ownership (GO) is measured by the number of equity shares held by the govern
ment in a listed company, divided by the total number of equity shares outstanding at the year- 
end (Sunday et al., 2017). The moderator variable goal clarity (GC), is measured by the total 
number (quantitative) of company goals a company pursues during the period under observation, 
as used in Jung (2011). The measure implies that, as the number of company goals increases goal 
clarity decreases. The moderator variable is hypothesized to affect the strength or nature of the 
relationship between government ownership and financial performance. Furthermore, the study 
appreciates for and include some control variables which contribute to financial performance, as 
previously used in Mori et al. (2013). The variables include company size (CS), company age (CA), 
gross domestic product (GDP), industry dummy (ID), country dummy (CD) and the year dummy 
(YD). Table 2 provides a summary of the operationalization of the study variables.

2.3. Data analysis
The dataset is sequentially analyzed by following two main steps. In the first step, descriptive 
analysis is performed on the dataset. The analysis entails, generation of summary statistics and 
performance of correlation analysis on the dataset. The second step is the performance of 
econometric analysis on the dataset using regression method. In this second step, data is ana
lyzed using the moderated regression method (MRM) with the hierarchical approach. The method 
is appropriate for analyzing a relationship that has one moderator variable with a two-way 
interaction effect, as recommended in both Dawson (2014) and Helm and Mark (2012). The two- 
way interaction scenario arises when both the moderator variable GC and the interaction term, GO 
× GC, are included in the analysis. Our analysis includes also robust standard errors, as recom
mended by Williams et al. (2013), due to the detected presence of outlier and heteroscedastic 
problems in the dataset. The regression model therefore reads as

FPit ¼ β0 þ β1GOit þ β2GCit þ β3GOit � GCit þ β4CSit þ β5CAit þ β6GDPit þ β7IDit þ β8CDit

þ β9YDt þ εit (1) 

where

FP = Financial Performance; β0 = Intercept; and β1, 2, 3 . . . .9 = Coefficients; it = the subscripts i and 
t represent the listed company and time, respectively; GO = Government Ownership; GC = Goal 
Clarity; CS = Company Size; CA = Company Age; GDP = percentage change in Gross Domestic 
Product; ID = Industry Dummy; CD = Country Dummy; YD = Year Dummy and ԑ = Random error.

After the analysis using the above model, robustness checks are conducted. The checks aim to 
establish the efficiency of the results produced in the MRM method. In performing the robustness 
check, the seemingly unrelated regression (SUR) method is used.

3. Findings

3.1. Descriptive statistics
Dataset from the 48 listed companies is used to develop descriptive statistics. There are 33 listed 
companies (69%) from NSE and the other 15 companies (31%) from DSE. Based on the respective 
industries’ perspective, there are 16 companies (33%) which belong to the banks, finance and 
investment category, and 14 companies (29%) belonging to the commercial services category. 
There are also have 13 companies (27%), which belong to the industry and allied category, and 
further 4 companies (8%) which are in the oil and gas category. Then lastly, there is 1 company 
(2%) from the telecom category. In the analysis, all industries are used, due to the fact that listed 
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companies engage in goal setting (Wei, 2020). Therefore, Table 3 is used to present the descriptive 
statistics of the dataset related to the 48 listed companies;

From Table 3, the dependent variables are defined by Tobin’s q and the risk-adjusted ROA. 
Tobin’s q is a market-based measure of company’s financial performance, while the risk- 
adjusted ROA is an accounting-based measure, which accounts for the riskiness of the returns. 
The maximum value for Tobin’s q during the 8-year period is 5.02, the minimum −0.80, and the 
mean value is 2.66. Based on the mean value, it is implied that during the 8-year period, the assets 
of the 48 listed companies were on average worth 2.66 times more in market values than their 
respective book values. For the risk-adjusted ROA, the maximum value during the study period is 
11.76, the minimum −2.62, and the mean value is 1.69. This means, during the study period, listed 
companies in Kenya and Tanzania earned on their assets, an average of 1.69% risk-adjusted rate 

Table 2. Operationalization of the study variables
Variables Measurement References
Dependent Variables (Financial Performance)
Risk-adjusted ROA = ratio of return on assets (ROA) to 

the standard deviation of the same 
returns 
Where; 
ROA = net income/total assets at 
the year end

(Oanh Le Kieu et al., 2021) 
(Al-Matari et al., 2014)

Tobin’s q = Log [(market value of equity + 
(book value of assets minus book 
value of equity))/book value of 
total assets]

(Thomsen et al., 2006);

Independent Variable
Government Ownership = Number of shares held by 

government or state with at least 
10% ownership/total number of 
equity shares outstanding at year 
end

(Liu, 2018); (Sunday et al., 2017); 
(Laeven & Levine, 2008)

Moderating Variable
Company Goal Clarity = Total number (in quantity) of 

company goals a company 
pursues during the period under 
study 
Note: As the number of goals 
increases, goal clarity decreases

(Jung, 2011)

Control Variables
Company Size = Logarithm of total assets (Mori et al., 2013)

Company Age = Natural Logarithm of 
(Target year—Year of 
incorporation)

(Koji et al., 2020)

GDP = Yearly percentage GDP growth 
rate

(Laichena & Obwogi, 2015)

Industry Dummy 1 = banks, finance & investments; 
2 = telecommunication; 
3 = commercial services; 
4 = industrial & allied; 5 = oil & gas 
Where; 
Industry Dummyn = 1, when 
others = 0

(Ahmed & Hadi, 2017)

Country Dummy 1 = Kenya; 0 = Tanzania (Mori et al., 2013)

Year Dummy Year 2011; Year2012; Year2013;  
Year2014; Year2015; Year2016;  
Year2017; Year2018 
where, Year2010 is the base year

(Mori et al., 2013); (Greene, 2000)
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of return. Impliedly, a unit value of an asset produced 1.69 units of return after having adjusted for 
the related risks.

For the independent variable, which is government ownership, the maximum value is 74% and 
the mean value is 6%. This implies that, during the eight-year period, the listed companies were 
owned by their respective countries’ governments by an average of 6% stake. During the same 
period, the maximum value of the moderator variable goal clarity was 13 company goals, and the 
minimum was 1 company goal. The respective mean value was also five company goals. The 
implication is that, during the 8-year period, on average each listed company had five company 
goals to pursue. During the same period also, the listed companies had at least a minimum of one 
company goal.

Furthermore, during the 8-year period, the maximum company size for the companies was USD 
3,705.71 million, with a minimum of USD 0.49 million and a mean value of USD 494.94 million. The 
implication is that, during the study period, the listed companies in the two countries had each 
invested an average of USD 494.94 million in terms of assets for doing business. For the company 
age, the mean company age of the selected companies was about 48 years, with a maximum of 
116 years and a minimum of 1 year. The implication is that, our study uses a heterogeneous 
selection of listed companies which have different experiences in doing business in their respective 
industries. On average, most of the listed companies have an average experience of 48 years in 
doing their respective businesses.

3.2. Correlation results
Our analysis includes multicollinearity test on the variables. The test is used to check on the 
collinearity status of the variables used in our study, which includes government ownership as 

Table 3. Summary of descriptive statistics
Variable Obs Mean Std. Dev. Minimum Maximum
Dependent Variables (Financial Performance)
Tobin’s q 353 2.66 0.69 −0.8 5.02

Risk-adjusted ROA 361 1.69 2.37 −2.62 11.76

Independent Variable
Government Ownership 351 0.06 0.15 0.0 0.74

Moderating Variable
Company Goal Clarity 147 4.75 3.09 1 13

Control Variables
Company Size (in thousand USD) 361 494,938.20 779,414.20 317.84 3,705,705.00

Company Age 380 48.3 27.86 1 116

GDP 384 5.93 0.81 4.5 7.9

Industry  
Dummy1=banks, finance & investment

384 0.33 0.47 0 1

Industry Dummy2=telecommunication 384 0.02 0.14 0 1

Industry Dummy3=commercial services 384 0.29 0.46 0 1

Industry Dummy4=industrial & allied 384 0.27 0.44 0 1

Industry Dummy5=oil & gas 384 0.08 0.276 0 1

Country DummyTanzania 384 0.31 0.46 0 1

Country DummyKenya 384 0.69 0.46 0 1

Year Dummy(1, 2, . . . ., 8) 384 0.125 0.33 0 1
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the independent variable (IV), goal clarity as the moderator variable (MV) and the respective 
control variables mentioned in the earlier section. Table 4 provides a summary of the diagnostics.

In presenting the diagnostics, we first present the correlation coefficients between the depen
dent variables (DVs) and both the independent variable (IV) and the moderator variable (MV), 
respectively. Then, we present the correlation coefficients between the IV and the MV, followed by 
the ones for the IV and the control variables, and also for the MV and the control variables.

The correlation coefficient between Tobin’s q and government ownership is negative and statisti
cally significant (−0.27, p ˂ 0.05). However, for the risk-adjusted ROA and government ownership, the 
coefficient is positive but statistically insignificant (0.02). Furthermore, the correlation coefficient 
between Tobin’s q and goal clarity is negative and statistically insignificant (−0.03), while between 
the risk-adjusted ROA and goal clarity, the coefficient is positive and statistically insignificant (0.09).

The correlation coefficient between government ownership and goal clarity is negative and 
statistically insignificant (−0.03). Furthermore, for government ownership and the other indepen
dent variables, the coefficients are as follows: with company size (0.53, p ˂ 0.05), with company 
age (−0.01, p ˂ 0.05), with GDP (−0.09), with industry dummy (−0.18, p ˂ 0.05), with country dummy 
(−0.14, p ˂ 0.05), and with year dummy (−0.01). Likewise, the coefficients for the relationship 
between goal clarity and the other independent variables read as follows: with company size (0.19, 
p ˂ 0.05), with company age (−0.06), with GDP (−0.02), with industry dummy (−0.03), with country 
dummy (−0.06), and with the year dummy (−0.20).

Furthermore, the correlation coefficients between the control variables themselves are reason
ably low. For example, the highest correlation coefficient value (in absolute terms) observed is 
between country dummy and GDP (−0.62, p ˂ 0.05). We consider this coefficient value to be lower 
than the threshold levels prescribed in Saunders et al. (2016) and Mori et al. (2013), which were 
0.90 and 0.70, respectively. Therefore, based on both thresholds, the observed correlation coeffi
cients in our study lie within acceptable ranges.

3.3. Econometric results
After producing the descriptive statistics and performing correlation coefficient analysis, econo
metric analysis is conducted for the three hypotheses, H1,H2a and H2b. The ordinary least squares 
(OLS) technique is used to analyze all the hypotheses. For H2b, the OLS technique is applied using 
the MRM hierarchical approach. The respective results for all hypotheses are summarized in the 
following Tables 5, 6 and 7, respectively.

3.3.1. Government ownership and financial performance 
We test the hypothesis H1, which hypothesizes that government ownership is negatively related to 
financial performance. Financial performance is measured by Tobin’s q and the risk-adjusted ROA. 
Table 5 summarizes the estimation results from the OLS technique.

In testing H1, our estimation results show that the estimated coefficient for government own
ership is negative and statistically significant (b1 = −0.552, p ˂ 0.05), when financial performance is 
measured by Tobin’s q. Likewise, when financial performance is measured by the risk-adjusted 
ROA, the results show that the estimated coefficient for government ownership is also negative 
and statistically significant (b1 = −2.740, p ˂ 0.01). Therefore, the results for both models imply that 
government ownership has significant negative effect on financial performance. The implication is 
that, as government ownership increases, financial performances of the listed companies in Kenya 
and Tanzania decreases. The results suggest that, government ownership in the two countries is 
more focused on the welfare economics than the profit maximization goal of listed companies. 
This view is consistent with the general knowledge in the literature, that government ownership in 
a listed company pursues social welfare economics, such as boosting employment opportunities 
and pursuing low output consumer prices, instead of pursuing the profit related financial 
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performances. These results do further suggest that in the emerging markets’ context, goals of 
government ownership in listed companies are more contextually related to the specific needs of 
the environment concerned. The view is based on the fact that, as countries differ in their levels of 
development, the respective government ownership goals may either deviate away from or relate 
closely to the profit maximization goal of a typical listed company, depending on the respective 
government’s priorities. Our findings are therefore also consistent with the main view in Thomsen 
and Pedersen (2000), that ownership types differ from one another in terms of the goals/interests 
each one pursues. Moreover, our results are also consistent with other studies, like Loch et al. 
(2020), Muthoni and Nasieku (2018), Abramov et al. (2017), and Laporšek et al. (2021).

Company size in our results shows a negative and statistically significant relationship with 
financial performance (b2 = −0.325, p ˂ 0.01) when financial performance is measured by 
Tobin’s q. This implies that, as the company size of a listed company in Kenya and Tanzania 
increases, financial performance decreases. From the market viewpoint, the results suggest that, 
as company resources in the listed companies increase, they pose some managerial challenges to 
the listed companies operating in the two emerging markets of East Africa, due to the interests of 
government ownership being more focused on the provision of social services contrary to the 
generally sought after goal of profit maximization. However, when financial performance is 

Table 5. OLS estimation results for government ownership and financial performance (H1)
Variables Tobin’s q Risk-adjusted ROA
Constant 4.262*** −3.352

(0.750) (2.860)

Government Ownership −0.552** −2.740***

(0.269) (1.040)

Company Size −0.325*** 0.928***

(0.055) (0.229)

Company Age 0.132** 0.523**

(0.057) (0.265)

GDP −0.080 −0.282

(0.112) (0.448)

Industry  
Dummy1=banks, finance & investment

−0.239 −0.701

Industry Dummy2=telecommunication 1.403*** 0.631

Industry Dummy3=commercial services −0.237 −1.438***

Industry Dummy4=industrial & allied 0.122 0.256

Country DummyTanzania 0.375*** 0.923

Year Dummy 2011 0.138 1.231***

Year Dummy 2012 −0.036 0.663

Year Dummy 2013 0.212* 0.961**

Year Dummy 2014 0.260** 0.573

Year Dummy 2015 0.177 0.398

Year Dummy 2016 0.070 0.360

Year Dummy 2017 0.037 −0.194

Number of observations 348 351

R-squared 0.4516 0.256

Significance levels: ***p ˂ 0.01, **p ˂ 0.05, *p ˂ 0.10; The figures in brackets are the robust standard errors. 
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measured by the risk-adjusted ROA, the estimated coefficient for company size is positive and 
statistically significant (b2 = 0.928, p < 0.01). Looking at it from the risk management viewpoint, 
the results suggest that, an increase in company resources for listed companies operating in the 
two emerging markets of East Africa, enables the pursuit of more profitable investment opportu
nities, although it also increases risks to the companies concerned. However, the results suggests 
on the importance of taking the requisite risk mitigation measures for a listed company operating 
in the emerging market, which are characterized with nascent institutions to support new 
investments.

For the company age, the estimated coefficient is positive and statistically significant (b3 

= 0.132, p ˂ 0.05) when financial performance is measured by Tobin’s q. Likewise, when financial 
performance is measured by the risk-adjusted ROA, the estimated coefficient is also positive and 
statistically significant (b3 = 0.523, p ˂ 0.05). This implies that, company age has a bearing on the 
financial performance of the listed companies operating in both Kenya and Tanzania. However, the 
estimated coefficient on the risk-adjusted ROA is relatively higher than the one in the Tobin’s 
q model. This implies that, when risk mitigation measures are considered, the company’s experi
ence in doing business by considering all risks encountered in the past becomes a significant 
factor. Impliedly, the older the company’s business experience is, the more likely it is well equipped 

Table 6. OLS estimation results for company goal clarity and financial performance (H2a)
Variables Tobin’s q Risk-adjusted ROA
Constant 4.349*** 1.091

(1.567) (6.950)

Company Goal Clarity 0.006 −0.019

(0.016) (0.069)

Company Size −0.375*** 0.399

(0.068) (0.338)

Company Age 0.210* 1.107**

(0.112) (0.478)

GDP −0.166 −0.943

(0.222) (0.996)

Industry  
Dummy1=banks, finance & investment

0.136 −0.580

Industry Dummy2=telecommunication 2.038*** 2.617***

Industry Dummy3=commercial services 0.032 −1.499*

Industry Dummy4=industrial & allied 0.311 0.501

Country DummyTanzania 0.642** 1.805

Year Dummy 2011 0.111 0.941

Year Dummy 2012 −0.403 −0.373

Year Dummy 2013 0.329* 0.891

Year Dummy 2014 0.298 −0.174

Year Dummy 2015 0.203 −0.023

Year Dummy 2016 0.07 −0.240

Year Dummy 2017 −0.099 −1.120

Number of observations 147 147

R-squared 0.4082 0.2637

Significance levels: ***p ˂ 0.01, **p ˂ 0.05, *p ˂ 0.10; The figures in brackets are the robust standard errors. 
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to tackle possible risk factors, in order to ensure higher financial performances. The constant terms 
b0 for both the Tobin’s q and the risk-adjusted ROA models are statistically significant, which are 
(b0 = 4.262, p ˂ 0.01) and (b0 = −3.352, p ˂ 0.01) respectively.

Therefore, generally our study results support the hypothesis H1, that government ownership is 
negatively related to financial performance.

3.3.2. Company goal clarity and financial performance 
We then test hypothesis H2a, which hypothesizes that company goal clarity is positively related to 
financial performance. In testing H2a, we use the OLS technique to analyze data, and the results of 
the analysis are summarized in Table 6 below.

Our estimation results for H2a, when financial performance is measured by Tobin’s q, the 
estimated coefficient for goal clarity is positive and statistically insignificant (b1 = 0.006). 
Moreover, when financial performance is measured by the risk-adjusted ROA, the results show 
that the estimated coefficient for goal clarity is negative and statistically insignificant (b1 

= −0.019). The results for the Tobin’s q model imply that as the number of company goals increase 
there is an insignificant increase in financial performance too. This implies that, a decrease in goal 
clarity has insignificant positive effect on the financial performances of the listed companies in 
Kenya and Tanzania. The results further suggest that, as listed companies focus on many diverse 
company goals at a go, they increase opportunities for making more profits by pursuing a mixture 
of diversified ventures. The results also suggest that, for the listed companies operating in the 
emerging markets of EA, where there are more pressing societal and business challenges, com
panies should pursue a relatively higher number of goals to cater for more societal needs. The 
pursuit will however, consequently lead to lower company goal clarity. The results of the current 
study are consistent with Chun and Rainey (2005), but contradict the findings in Jung (2011), Van 
der Hoek et al. (2018), and Bang et al. (2010). Therefore, the current study results, using the Tobin’s 
q model do not support hypothesis H2a, that company goal clarity is positively related to financial 
performance.

For the risk-adjusted ROA model, the results show that there is an insignificant negative relation
ship between a decrease in goal clarity and financial performance. This implies that, as company 
goals increase in number, they expose companies to various risks due to diverted attention in 
operations. The attention diversion may lead into the misuse and mismanagement of company 
resources, which can result into decreases in financial performances. The decreased financial 
performances, as measured by the risk-adjusted ROA, which arise from the decrease in goal clarity 
indirectly supports the hypothesis H2a, which hypothesizes that company goal clarity is positively 
related to financial performance.

3.3.3. Company goal clarity on government ownership and financial performance 
Lastly, we also test hypothesis H2b using the OLS technique in the MRM. Hypothesis H2b hypothe
sizes that, company goal clarity positively moderates the relationship between government own
ership and financial performance. Table 7 below presents the estimation results from the analysis 
that uses the MRM hierarchical approach. In the analysis, basic model I is used to test the basic 
relationship purported in H1 first. Thereafter, basic model II together with the interaction model 
are used to test hypothesis H2b on the moderating effect of company goal clarity and the 
respective interaction term GO × GC effect.

The results from the interaction model using Tobin’s q as a measure of financial performance 
show that, the estimated coefficient of the interaction term GO × GC is negative and statistically 
significant effect (b3 = −0.211, p ˂ 0.01). The implication is that, a decrease in goal clarity in the 
listed companies from Kenya and Tanzania, has moderating effect on the relationship between 
government ownership and financial performance. Similarly, for the model that uses the risk- 
adjusted ROA to measure financial performance, the estimated coefficient of the interaction term 
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GO × GC is negative and statistically significant too (b3 = −1.052, p ˂ 0.01). Based on the negative 
and statistically insignificant coefficients of goal clarity, (b3 = −0.003) and (−0.027) respectively 
from the basic model II, the results further imply that goal clarity is a pure moderator in the 
relationship between government ownership and financial performance. As according to Helm and 
Mark (2012), a pure moderator interacts with the independent variable only to change the form of 
the relationship between the IV and the DV. Therefore, the current study results suggest that, 
a decrease in goal clarity moderates the relationship between government ownership and financial 
performance by interacting with government ownership. However, we do further analysis to 
establish two main things: first, the direction of the moderating effect, and secondly, the optimal 
level of goal clarity.

The following equation is used for the analysis, with goal clarity squared.

FPit ¼ β0 þ β1GOit þ β2GCit þ β3GC2
it þ β4CSit þ β5CAit þ β6GDPit þ β7IDit þ β8CDit þ β9YDt

þ εit (2) 

The analysis follows two main sequential steps: computation of the first and the second derivative 
of the equation. The first derivative is used to establish the value of goal clarity at the turning point 
of the equation, which implies the optimal goal clarity value. The second derivative is then used to 
determine if the turning point is negative or positive. A positive value implies a maximum while 
a negative value implies a minimum turning point. Table 8 below summarizes the OLS estimation 
results from the analysis.

From Table 8 above, the Tobin’s q model estimated coefficient of goal clarity squared (GC2) is positive 
and statistically insignificant (b3 = 0.004). This implies that, the moderating effect of goal clarity has an 
optimal point. This means, as goal clarity decreases beyond the optimal point, it will start having 
positive moderating effects on the relationship between government ownership and financial perfor
mance. However, for the model using the risk-adjusted ROA to measure financial performance, the 
estimated coefficient of goal clarity squared (GC2) is negative and statistically insignificant (b3 

= −0.019). This suggests that, the moderating effect of goal clarity on the relationship has a maximum 
optimal point. The respective value of goal clarity at the optimal point is approximately 7 company 
goals. This means, the negative moderating effect of a decrease in goal clarity continues linearly up to 
a maximum of 7 company goals, beyond which the effects are no longer linear.

Moreover, the study findings generally conform to some similar views in Miyeon et al. (2020), 
that for multiple goals to have positive effects they should be well prioritized. The view is also 
backed-up by Ordóñez et al. (2009), that too much goal clarity may risk narrowing the performance 
focus of the managers, and therefore contribute to consequential wrong decisions. The findings 
also contradict with the common view in Jung (2011), which conjectures that lack of goal clarity 
reduces organizational performance.

However, our results conform to the general view that the preference of government ownership 
to pursue diverse social goals, which includes increasing employment opportunities, increasing 
wages and rendering social services, may still have positive effect on the financial performance of 
listed companies, if they are up to a an optimal number of company goals. The results therefore 
suggest that, in order for the government ownership in listed companies to have positive effects on 
financial performance, listed companies should also accommodate its diverse non-profit related 
goals up to a maximum of seven (7) company goals. Although this decision will increase the 
number of company goals and automatically reduce goal clarity gradually, it will however help to 
reduce the negative effect of government ownership on financial performance in the long run. The 
presence of government ownership will therefore, give listed companies a chance to tap on the 
vast and extensive experience of governments to render services to the general public even when 
they face various challenging environments. However, our results do not support hypothesis H2b, 
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that goal clarity positively moderates the relationship between government ownership and finan
cial performance in a listed company in Kenya and Tanzania.

3.3.4. Robustness Check 
For robustness check, we use the Seemingly Unrelated Regression (SUR) technique (Greene, 2000) 
on the same study data. We find the results from SUR analysis not different from the OLS results, 
which implies that, the results from the current study are efficient and robust when using 
a different model. The estimation results for the SUR technique appear in Table 9 below.

4. Conclusion and implications
In this study, we mainly examine the effect of company goal clarity on the relationship between 
government ownership and financial performance of listed companies in both Kenya and Tanzania. 
Our three specific objectives aim to (i) examine the relationship between government ownership 
and financial performance, (ii) examine the relationship between company goal clarity and finan
cial performance, and (iii) investigate the moderating effect of company goal clarity on the 

Table 8. OLS estimation results with company goal clarity squared
Variables Tobin’s q Risk-adjusted ROA
Constant 4.361*** 0.277**

(1.532) (7.505)

Government Ownership −1.323 −8.549***

(0.811) (2.379)

Company Goal Clarity −0.056 0.239

(0.050) (0.216)

Company Goal Clarity2 0.004 −0.019

(0.004) (0.014)

Company Size −0.306*** 1.199***

(0.081) (0.446)

Company Age 0.279*** 0.916*

(0.095) (0.501)

GDP −0.119 −0.741

(0.205) (1.045)

Industry  
Dummy1=banks, finance & investment

−0.590 −5.152***

Industry Dummy2=telecommunication 1.725*** 0.085

Industry Dummy3=commercial services −0.583 −4.898***

Industry Dummy4=industrial & allied −0.428 −3.331***

Country DummyTanzania 0.550** 0.730

Year Dummy 2011 0.163 1.016

Year Dummy 2012 0.088 0.086

Year Dummy 2013 0.370** 1.082

Year Dummy 2014 0.363* 0.156

Year Dummy 2015 0.230 0.184

Year Dummy 2016 0.093 −0.034

Year Dummy 2017 −0.043 −0.832

Number of observations 146 146

R-squared 0.5625 0.3521

Significance Levels: ***p ˂ 0.01, ** p ˂ 0.05, * p ˂ 0.10; The figures in brackets are the robust standard errors 
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relationship between government ownership and financial performance. Our findings show 
a negative and statistically significant relationship between government ownership and financial 
performance. Furthermore, we also find a positive but statistically insignificant relationship 
between a decrease in company goal clarity and financial performance when using a Tobin’s 
q model. However, when we use the risk-adjusted ROA model, we find a negative but statistically 
insignificant relationship between a decrease in company goal clarity and financial performance. 
Moreover, we also find that company goal clarity is a pure moderator whose decrease has 
a negative and statistically significant effect on the relationship between government ownership 
and financial performance, although the effect reduces up to an optimal point of seven company 
goals.

Table 9. SUR estimation results for goal clarity on government ownership and financial perfor
mance (H2b) robustness check

Variables Basic model I Basic model II Interaction model

Tobin’s 
q

Risk- 
adjusted 

ROA

Tobin’s q Risk- 
adjusted 

ROA

Tobin’s q Risk- 
adjusted 

ROA
Constant 4.262** −3.352 4.064*** 1.757 4.021*** 1.543

(0.712) (3.278) (1.221) (6.598) (1.194) (6.475)

Government Ownership −0.552** −2.740*** −1.086*** −9.730*** −0.088 −4.761

(0.230) (1.056) (0.414) (2.238) (0.560) (3.034)

Company Goal Clarity −0.003 −0.027 0.023 0.100

(0.012) (0.064) (0.015) (0.082)

Government Ownership × 
Company Goal Clarity

−0.211** −1.052**

(0.082) (0.443)

Company Size −0.325*** 0.928*** −0.319*** 1.264*** −0.3738*** 0.993**

(0.045) (0.208) (0.076) (0.408) (0.077) (0.417)

Company Age 0.132** 0.523** 0.2649*** 0.986** 0.289*** 1.107**

(0.053) (0.243) (0.086) (0.462) (0.084) (0.456)

GDP −0.080 −0.282 −0.097 −0.852 −0.083 −0.782

(0.106) (0.487) (0.173) (0.934) (0.169) (0.917)

Industry  
Dummy1=banks, finance & investment

−0.239** −0.701 −0.451 −5.843*** −0.420 −5.684***

Industry  
Dummy2=telecommunication

1.403*** 0.631 1.791*** −0.246 1.814 −0.136

Industry  
Dummy3=commercial services

−0.237** −1.438*** −0.446* −5.579*** −0.460* −5.649***

Industry Dummy4=industrial & allied 0.122 0.256 −0.295 −3.994*** −0.238 −3.712***

Country DummyTanzania 0.375*** 0.923 0.502** 0.969 0.489** 0.905

Year Dummy 2011 0.138 1.231*** 0.159 1.038 0.172 1.105

Year Dummy 2012 −0.036 0.663 0.143 −0.191 0.157 −0.123

Year Dummy 2013 0.212** 0.961** 0.387** 1.001 0.368** 0.905

Year Dummy 2014 0.260** 0.573 0.387** 0.037 0.384** 0.023

Year Dummy 2015 0.177 0.398 0.256 0.056 0.269* 0.120

Year Dummy 2016 0.070 0.360 0.109 −0.112 0.111 −0.103

Year Dummy 2017 0.037 −0.194 −0.013 −0.981 0.004 −0.899

Number of observations 348 351 146 146 146 146

R-squared 0.4516 0.2560 0.5591 0.3478 0.5784 0.3720

∆R-squared 0.0193 0.0242

Significance Levels: ***p ˂ 0.01, **p ˂ 0.05, *p ˂ 0.10; The figures in brackets are the robust standard errors. 
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Theoretically, our study contributes to literature, particularly to the agency theory (Ross, 1973) 
with knowledge that company goal clarity is a significant variable to complement other corporate 
governance tools in addressing the agency problem in listed companies. Company goal clarity is an 
important dimension in the goal-setting process (Aranda et al., 2014; Locke & Latham, 1990,  
2002), which affects the relationship between government ownership and financial performance 
in listed companies.

Methodologically, our study uses company owners (i.e. for our case government ownership) as 
the unit of enquiry and the listed companies which are operating in an emerging market environ
ment as the units of analysis in the goal-setting literature. To the best of our knowledge, we do not 
know of any study in the goal-setting literature that had previously used the two in the analysis.

Practically, this current study makes the following recommendations to the practitioners and 
policy makers in both Kenya and Tanzania:

To the governing boards of listed companies in Kenya and Tanzania, they should consider the 
inclusion of non-operative goals of government ownership, to allow companies to learn from the 
experience of the ownership, on how challenging goals are successfully pursued. This is owing to the 
negative moderating effect of the decrease in company goal clarity on the relationship between 
government ownership and financial performance of the listed companies in Kenya and Tanzania. The 
negative moderating effect makes a turn-around effect on the basic relationship between govern
ment ownership and financial performance, which was basically negative. We therefore recommend 
the inclusion of all government ownership goals in company goals. We also recommend to the policy 
makers of the two countries, Kenya and Tanzania, to enforce goal-setting practices in listed compa
nies, in order to enhance corporate governance practices that will enhance financial performances.
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Appendix 

QUESTIONNAIRE FOR THE UNPUBLISHED SECONDARY DATA IN LISTED COMPANIES

1.0 The current Corporate Strategic Plan (CSP) covers the period from _______ to ________

2.0 How many strategic goals are in the current CSP? _________________________

3.0 How are the strategic goals distributed within the current CSP period?

(For example: How many strategic goals are set for the year 1? How many for the year 2? etc.)

4.0 How many strategic goals in the current CSP have specific targets? _________________

(Give details in terms of each year in the current CSP period. For example: how many in year 1 have 
specific targets, how many in year 2, etc.)

5.0 The previous Corporate Strategic Plan (CSP) covered the period from _____ to _______

6.0 How many strategic goals were in the previous CSP? _______________________

7.0 How were the strategic goals distributed within the previous CSP period?

(For example: How many strategic goals were set for the year 1? How many for the year 2? etc.)

8.0 How many strategic goals in the previous CSP had specific targets? _________________

(Give details in terms of each year in the previous CSP period. For example: how many in year 1 have 
specific targets, how many in year 2, etc.)

The END!                                                            
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