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Abstract Purpose- Although there is empirical evidence that the board members has a major impact to firm
performance, studies are fragmented, with many focused on skewed thinking. Design/ methodology- Explanatory
research design was utilized. 371 private firms in Kenya were studied. Hierarchical regression was done to test for
moderation. Findings- The results show that a diverse board promotes company performance, while a short tenured
CEO reduces the effect of diverse board members on firm performance. Practical implication- privately owned
firms should consider diverse board members to improve firm performance. However, when CEOs stay in office for
an extended period of time, they wield enormous power to the point that board members become passive and
succumb to the CEO's directives, negatively impacting firm performance. Originality- the study findings seeks to
address gaps in existing research by giving more proof on the association between a diverse board members and
business performance and whether CEO tenure moderates the relationship.
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1. Introduction

Board diversity is an essential board attribute that every
corporation should consider when hiring board members.
Diverse boards expand the board's knowledge resources
and enhance its ability to identify potential threats,
develop effective strategies, manage disagreements, while
enhancing the business as a whole [1]. Previous research
on diverse board members and performance in companies
has mostly focused on industrialized nations and their
findings are inconsistent, recently scholars have
recommends that every firm to improve on their
performance they should consider diverse board members
in their board [2,3]. Currently studies on developing
nations have further focused their attention on a variety of
topics in corporate governance especially in diversity of
boards members, this topics include women's inclusion on
boards, age diversity, nationality diversity, diverse
education background, and board experience/expertise on
other firms, there findings are still inconsistent on whether
diverse boards actually enhance firm performance, the
inconsistence differ in terms of nationality, size of the
board member, market share and most recently the length
of time the CEO has had in office [4,5]

In undeveloped nations, studies on board diversity and
business performance are scarce, and their conclusions

are inconsistent on whether board diversity is relevant
for firm success [6,7]. In such, firms have collapse while
others have merge to survive the volatile business
environment with high competition from local competing
firms and international firms in the same industry [8,9].
Firms in developing nation are faced with high
competition in the market and this jeopardize their
existence. Studies in the private sector on board
members and CEOs are sparse and inconsistent, leaving
the subject area rich. The findings seeks to address gaps
in the field via researching whether diverse board
members influence business performance and what role
the tenure CEO plays in the process of enhancing
company performance as secretary to the board.

This study provides substantial contributions to theory
and practice. For example, agency theory and human
capital theory have been disputed as theories in relation to
board composition and CEO. Human Capital Theory
contends that diverse board members bring in new ideas to
the firm, this may differ in terms of education, abilities,
and experience, determines the firm's future orientation
[10]. Agency Theory, on the contrary, emphasizes the
managerial role of a governing board of governance in
satisfying shareholder interests. Whereas more diversity
in the members of the board improve board member's
independence and hence firms' efficiency, the Agency
Theory shows no significant association between board
member's diversity and firm effectiveness [11].
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A comparable study has backed the notion, resource
dependency theory contends that broad and varied boards’
members were better in acquiring exposure to important
capabilities outside the firm. Members of the board
possessing diverse skills, experience, expertise, as well as
reputations may have easy access to these firms' assets. It
will improve the business's ability to handle the situation
with greater competence [12,13]. As a result, the variety
of board members extends organizations' systems,
potentially leading to fresh views on collecting and
interpreting vital data, strengthening deciding, enhancing
surveillance, including participating in firms boosting
efficiency [14]. Meanwhile upper echelons theory also
states that a company can be identified by the
characteristics of its top management [15]. Boards have
accountability of making critical operational and financial
choices, like hiring senior executives, including the
company's chief executive officer [16,17].

Existing research has further emphasized the
significance of diverse boards as valuable resource
providers for firms to increase its performance especially
competitive environment where corporate leaders are
expected to be at the forefront in terms of advising and
formulating innovative strategies for firm performance
that allow firms to remain competitive[13,18]. Privately
owned enterprises in Kenya compete fiercely in the
market and as a results other firms in the same industry
have exited while the remaining are findings various ways
of survival. For such the remaining firms to remain
competitive board members and CEO need to align their
strategies to the goal of the firm. As the interest in firm
performance is within the purview of boards evolves, so
doe’s scholarly interest in which roles diverse board
members and CEO tenure play achieving firm
performance in the private sector. The CEO plays a vital
role in strategy implementation in a firm so as the board
members, this increases the overall firm performance. The
present research aims to address a gap in the prior research
by explaining that both diverse board members and CEO
tenure are essential top executives that drive a firm to
improve its performance.

2. Literature Review

Concept of Firm Performance

The notion of company performance differs in relation
to the larger idea of corporate efficiency. Firms’ efficiency
encompasses all areas of the business’s functioning [19].
Business performance is a component of company
efficiency which considers combined functional plus
monetary outcomes.

Concept of Board Diversity

The diversity of board members refers to their age,
gender, religion, expertise, tenure, education, ethnicity,
and nationality [20]. Diversity in board members has been
categorized into several categories in the literature based
on viewpoints such as experiences, skills, duties,
personality, demographic, cognitive capacities, observable
and non-observable variables, and cohort participation
[60,61]. Joshi, & Jackson [62] offer a technique that
determining individual traits of top executives. The theory

of agency and the theory of resource dependence are both
renowned explanations theories for the impact of diversity
on boards on corporate governance.

Diversifying the board members fosters an energetic
environment which may provide an edge benefiting the
company [21]. Diversity on a board promotes autonomy
for the board because the varying experiences and
expertise of members of the board could offer a stronger
oversight process for senior executives. Furthermore,
diversity on boards could strengthen market understanding
and enhance firms' innovative incentive and initiatives that
make more inventive, make more informed choices, learn
strong managerial abilities, and engage with global
connections, all of which will improve business
performance [22].

Concept of CEO Tenure

Chief executive officers present duration represents
how long they have worked in that position. Prolonged
tenure as CEO diminishes the lure to urge enterprises to
take risks with regard to performance goals when
compared to short-term tenure [23]. Transition on a
strategic focus of innovation with a major shift in culture
requires enterprises to overcome the barriers to innovation
as well as adapt their framework, incentive and sanctions
structure, along with ethical and moral standards towards
pursue of creative endeavors. As a result, in order to
promote inventiveness, CEOs frequently need to upgrade
their expertise, competence, as well as their abilities.
CEOs who extend their current tenure are not as inclined
to gain and hone novel skills and expertise, along with
they are prone to solidify existing expertise and skills [24].
It also suggests that the greater number of years the CEOs
serve in the office, greater the probability they're going to
possess the expertise and abilities to put frameworks in
place to assure the company's longevity and innovations.
However, when not advocating for businesses' creative
initiatives can reveal CEOs ineptness, heightening the
possibility they will be removed. As a result, in order to
keep their current positions, long tenured CEQOs are going
to be hesitant to urge enterprises to innovate when
reacting to deteriorating performance. CEOs having
prolonged predicted tenures, on the other hand, tend to be
more inclined to want to improve firms' performance as
well as optimize investors' interests over the long term,
which results in improving their roles while getting more
remuneration.

Link between Board Diversity and Firm Performance

Growing boardroom diversity with respect to age,
gender, education, and independence is a modern
workplace conditions that promotes excellent governance
of the company [25,26]. Earlier studies into the influence
of diverse board members on firm performance has
yielded results that vary. For instance, Fernandez-
Temprano, and Tejerina-Gaite, [27] studying non-
financial firms in Spain conclude that board diversity
increases firm performance. Similarly Miller and del
Carmen Triana, [2] found corresponding results in a
fortune 500 firms and conclude that diverse board enhance
firm to increase its performance. Scholtz, and Kieviet, [28]
concluded that diverse board members in relation to
gender are positively correlated to firm performance. [29]
Found similar findings regarding diverse board and firm



Journal of Finance and Accounting 37

performance. EmadEldeen et al., [30]; Darmadi, [31]; and
Ujunwa, et al., [32] found negative influence of diverse
board members and firm performance. Studies in
Malaysian companies show conflicting results in the
association between diverse board members and firm
performance, increase in diverse board increases firm
performance [21,33] while decrease on board diversity
reduces firm performance [34] the study concluded that
several board demographic aspects that are board
members gender, ethnicity, culture, religion, and many
more affects how decision are made in the board, long
tenured CEO may facilitate such diverse board compared
to short tenured CEO [35]. In addition greater
involvement of women in industries and communities,
multiple stakeholders endorse the value of female boards
in improving firm performance [36,37].

HOZ1: Board member’s diversity influence firm performance
Link between CEO Tenure and Firm Performance

Chief executive officers are considered to be essential
decision-makers for today's companies, and their decisions
serve a vital part in response to company's' performance.
Nevertheless, the majority of previous company appraisal
analyses have overlooked the CEO's possible influence in
decision-making [63]. Integrating behavioral theory and
agency theory is a critical aspect in expanding a prolonged
company performance [64]. The present research aims to
establish the moderating influence of CEO tenure for these
motives: Firstly, CEO tenure influences the CEOQ's
cognitive as well as leadership competence in terms of
risk orientation, attitudes, as well as experience as a
manager, which has a substantial results on business
outcomes. Secondly, research indicates that a CEO's term
has a significant impact on whether or not they prioritize
the interests of shareholders [24]. Finally no study have
tried to explain the influence of the CEO tenure on board’s
decision specifically regarding firm performance in
private firms in developing nation like Kenya.

When CEOs are appointed from within the company, they
require time to adjust to their new role as CEO and
understand the intricacies of interacting with board members,
other managers, and various stakeholders [38]. Newly
appointed CEO is in a weak spot, possesses little influence,
therefore he/she is not as inclined to pursue his own goals at
cost of shareholders. Considering one of the key benefits of
vigilant boards is lower agency expenses, such boards are
expected to benefit shareholders more as CEO tenure extends
[39]. In a comparable manner as the CEQ's tenure lengthens
and his or her authority grows, such power may be used to
pursue acquisitions that the CEO views to be in his or her
best interests, but not always in the best interests of the
shareholders. This common agency issue may be
compounded by the other issue commonly linked with a
long-serving CEQ: a strategy fixation, which can lead to poor
business performance [40].

The stress placed on new CEOs is likely to be greater
than on older CEOs because they have yet to establish
their ability to succeed in their new roles. In order to
secure their new jobs, new CEOs will strive to build early
records of success [41].

A new CEO with expertise, knowledge, and a strong

vision of investment to improve business performance
has less leverage over the varied board and cannot
persuade diverse board members to consider his
interests, lowering firm performance [42]. Diverse
boards are usually assumed to strengthen board
independence, hence improving governance and firm
performance. By increasing financial allocation to new
investment, a new CEO reduces firms’ profitability thus
reducing firm performance. As a result, new CEOQOs
frequently lack job stability, and some are still learning
and developing abilities, which reduces the possibility
of pursuing firm performance.

Long-tenured CEOs may have considerable power that
can influence members of the board during selection and
maintain close connections with board members [43].
Eventually, such board members may learn to blindly trust
their CEOs [44,45]. As a consequence of such a power
shift, CEOs may pursue personal gains other than
investors’ interests, like firm expansion, in order to justify
higher monetary benefits [46], diversification of risk [47],
as well as satisfaction of their own narcissism [48].

Chief executive officers might begin to lose enthusiasm
in gaining expertise when their tenure increases from low
to high levels. CEOs competence may outshine their
limitations, this will enable them to gain authority relative
to members of the board, and this will boosting company's
performance Zorn, et al., [49]. Incoming CEQOs endure an
extended learning process while gaining a large quantity
of vital information in relation to job-relevant expertise
during the initial couple of years of work, reducing
corporate performance [50]. Long-tenured CEOs have
been found to be having conflicting effect on firm
performance. Long-term CEOs frequently inhibit their
expertise gain, progress, and advancement [51], reduce
how committed they are to exploring and limit their area
of expertise quest [52] thereby impairing their
performance [53]. Similarly, long-tenured Chief executive
officers can exert substantial power upon board of
directors’ recruitment and create intimate connections
with members of the board [54]. At some point, boards
might start to rely on their chief executive officers,
resulting in improved corporate performance [43]. Gaps in
literature on how board member diversity influences firm
performance are inconsistent, and further sparse literature
is known on how CEO tenure influences such diverse
board in attaining firm performance. This paper will fill in
the gap in literature on how CEO affects board decisions
despite their diversity. Longevity of CEOs in leadership
may result in corporate transparency, yet as time goes by,
supervisory focuses shrink as their focus towards facts
gets broader and concentrated. We thus anticipate that
CEO tenure with diverse board members increases firm
performance in private firms.

HO02: CEO Tenure influences board diversity on firm
performance.

Conceptual Framework

The conceptual framework in Figure 1 displays the
moderating effect of CEO tenure on the relationship
between board member’s diversity and firm performance
in private firms in Nairobi Kenya.
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Source; Researcher 2023
Figure 1. Conceptual Framework

Methodology

Explanatory research design has been employed in this
research. It attempts to establish the causal relationship
among the variables under study by considering the way
each variable affects another variable; additionally, it
seeks to provide hypothetical explanation to the cause and
effect relationship and ultimate lead relationship of a
minimum of one factor [55,56]. Equations are also used
whenever the purpose of the research is to clarify the
"why" in each situation. As stated by Cooper and
Schindler [56], explanatory research design emphasizes on
the why questions. In order to answer the 'why' questions,
this research developed and clarified its findings. The
clarifications contend that a phenomenon Y (firm
performance) is influenced by factor X (board diversity
and CEO tenure). This was used on the grounds that it
connected nearly to the goals of this study and was
functional in testing the results of the study.

The target population for the study was 1130
registered firms in the private sector with active boards
in Nairobi county government in Kenya, private firms
were chosen because these are the firms that are very
competitive and have the largest market share and
largely contribute to the economy.

From the target population of 1130, Taro Yamane
(1973) sample size formula and modified by Singh &
Masuku [57] was used to obtain a sample size of 402
respondents’, this is because it is ideal for stratified
sampling, simple random sampling was also utilized to
choose the respondent at random. The study used primary
data since it suites the nature of my study to obtain first-
hand information and to obtain the required output.
Primary data was appropriate because private sector is not
required by law to publish their books of account making
them unreliable for secondary data. First-hand information
is often praised for a different approach of assessing
business governance ideas, since they mainly depend on
secondary data. The questionnaires adapted from prior
research were utilized to gather information from a target
sample of 402 private firms that were approachable. The
analysis included a total of 371 valid surveys.

The present research permitted a sampling error of 0.04.
So, the sample size was as follows:

402=1130/1+1130(0.04)*

| investigated the hypotheses we proposed utilizing a
moderated regression technique, using the approach
established by Aiken [68]. Normality of data was
performed using skewness and kurtosis. The findings

revealed no significant breaches of normal distribution.
Prior running a regression test, we normalized the
independent variables in order to minimize the
multicollinearity issue that occurs when a moderator
variable has been calculated as the result of two variables,
a moderator and an independent variable. For the purpose
of examining moderated regressions, independent variable
and moderated variable were incorporated to the model of
regression simultaneously.

Measurement of variables

Board member diversity was measured by asking the
CEO the degree to which the members of the board
indicate diversity in professional experiences (sales,
marketing, finance, accounting, etc.); board diversity in
manufacturing experiences (which are distinct business
sectors and companies); and board diversity in relation to
academic accomplishments (which vary colleges and
universities, and sorts of higher learning) [20,35,58]. The
tenure of a chief executive was determined by tallying the
years since a CEOQ took office [65].

Firm performance was measured Using 6 items adopted
from Zou et al., [59]. The items include; Our organization
has been tremendously prosperous in the last three years,
Our organization has achieved a substantial amount in
revenue in the last three years, Our company has
experienced remarkable expansion during the last three
years, Our firm has enhanced its marketability in the last
three years, Our organization has reinforced its strategic
orientation in the last three years and Our company's
position in the market has grown dramatically during the
last three years.

Model Specification

The data collected was analyzed using multiple
regression and hierarchical regression models, with each
independent variable's significance verified at a 95%
confidence level. The multiple regression equation will be
shown as follows:

Hierarchical regression models

(i). Firm performance= constant + control variables +
error term.

(if).  Firm performance= constant + control variables
+ coefficient*board diversity + error term.

(iiif). Firm performance= constant + control variables
+ coefficient*board diversity + CEO tenure + error
term.

(iv). Firm performance= constant + control variables
+ coefficient*board diversity + CEO tenure
+board diversity*CEQ tenure + error term.

3. Results

Descriptive statistics on Firm performance

Table 1 shows that majority of the respondent were in
favor that their firm had been profitable in the last 3 years
with a mean of 4.33. Skewness and Kurtosis indicate that
the data is normally distributed. This implies that the firms
under the study had adopted various strategies in top
executives to remain profitable for the last three years.
The respondent were also unaware of their market share
this jeopardize the firm performance.
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Table 1. Descriptive Statistics on Firm Performance

Std.
Mean Deviation SkewnessKurtosis

Our organization has been
tremendously prosperous in the last 4.33  .841
three years.
Our organization has achieved a
substantial amount in revenue in the 4.15
last three years.

Our company has experienced
remarkable expansion during the last 4.13
three years.

Our firm has enhanced its
marketability in the last three years.
Our organization has reinforced its

-1.257 1.703

1146 -1.511 1437

1.032  -1.123 .630

393 1221 -839  -.527

strategic orientation in the last three 4.05  1.103 -1.111 437
years.
Our company's position in the market
has grown dramatically during the 3.81 1.174 -1.124 498

last three years.

Source: Researcher 2023
Descriptive statistics on Board member’s diversity

Table 2 revealed that majority of the respondent
agreed that board members are diverse regarding their
functional backgrounds in terms of their specialty like
sales, finance and accounting and marketing. Skewness
and Kurtosis shows that the data was not far from a
normal distribution curve.

Table 2. Descriptive Statistics of Board Member Diversity

Std.
Deviation

Items Mean Skewness Kurtosis

Our board represents
diversity with regards to
professional experiences 4.32 .890
( sales, marketing, finance,
accounting)
Our board represents
diversity with regard to
manufacturing experiences  3.84
(which are distinct business
sectors and companies).
Our board represents
diversity with regards to
academic accomplishments
(which vary colleges and
universities, and sorts of
higher learning).

Our board represents
diversity with regards to
personality (different degree  3.89

of creativity, orientation on
action, attitude to listening).
Our board members
represent diversity with 4.15
regards to age.

-1.838 4.085

1.423 -.967 -.478

4.06 1.214 -.966 -.376

1513 -.985 -.640

1.247 -1.339 .561

Source: Researcher 2023

Descriptive Statistics on CEO Tenure
Table 3. CEO Tenure

Frequency Percent  Valid Percent  Cumulative Percent
Below 2 years 38 10.2 10.2 10.2
2-5 years 178 47.7 48.0 58.2
6-10 years 123 33.0 332 914
At;‘;‘;fslo 32 8.6 8.6 100.0
Total 371 99.5 100.0

majority had been CEO for a period of 2-5 years with 47.7%
while above 10 years of being CEO were 8.6%.

Correlation Analysis

Pearson's coefficient assesses the magnitude as well as
direction that the linear correlation among variables. The
Pearson Correlations values in Table 4 show that the
control variable were negatively correlated to firm
performance, while Board member diversity was positive
and significant to firm performance and CEO tenure was
also positive significant to firm performance, this implies
that a change in board member diversity and CEO Tenure
correlate to firm performance.

Table 4. Correlations table

Variables Firm Board CEO Board CEO
Performance  Size gender Diversity Tenures
Firm
Performance 1.000
Board Size -133" 1.000
Gender of 157" 255" 1.000
respondents
Board Diversity 581" -099 -.068 1.000
CEO Tenures 578" 133" -011 488" 1.000
*. Correlation is significant at 0.05 level
**_Correlation is significant at 0.01 level
Source: Researcher 2023
Regression Results and Hypothesis Testing
Table 5. Regression Table
Variables Model 1 Model 2 Model 3 Model 4
Constant 4.056*** 3.206*** 3.520*** 2.394%**
(.142) (.163) (.151) (.214)
Board size -.057 -.028 -.325%** -.323%**
(.054) (.045) (.052) (.048)
-.220** -172 -.136* -116*
CEOgender g3 (.068) (.061) (.058)
Boa{)d 370%+* 2407+ 53
member ' ' '
Diversity (.027) (.028) (.057)
.298*** .708***
CEO Tenure (032) (.066)
Board Y.
Diversity* .(1%‘18)
CEO Tenure '
R? .028 .353 AT74 .536
Adj R? .022 .347 468 .530
F 5.256 66.679 82.527 84.454
Sig .005 .000 .000 .000

Source: Researcher 2023

Table 3 present descriptive statistics of CEO Tenure
and the findings indicate that out of 371 CEO respondent,

*Significance at 10 %

** Significant at 5 %

*** Significant at 1 %
Source: Research Data 2022

In Table 5 represent the hierarchical regression results
for control variables, independent variable and moderating
variable. Model 1 shows all the control variables and the
findings indicate that CEO gender was negatively
significant to firm performance (p< 0.05). In Model 2
CEO gender and board size were insignificant while board
member’s diversity was positive and significant (coeff =
0.370. p< 0.05) implying that an increase in board
member’s diversity increases firm performance positively.
Thus hypothesis one was accepted and conclude that
diverse board members increases firm performance. In
Model 3 board size and CEO tenure were negatively
significant to firm performance. Board diversity was
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positively significant to firm performance. For moderation
to occur the moderator should be significant with or
without the moderation and the findings indicate that CEO
tenure is positive and significant implying that CEO
Tenure influences firm performance (coeff =0.298.
p<0.05). In Model 4 on the interaction of CEO tenure on
the association between diverse board members and firm
performance indicate that the interaction in negatively
significant to firm performance. Hypothesis Hg, was fail
to be rejected and conclude that CEO tenure with diverse
board members influences firm performance significantly
and negatively. R square shows that in Model 2, it
explains 34.7% variation on firm performance and keep
increasing to Model 4 as it explains 53% of variation on
firm performance.

4. Discussion and Conclusion

The study sought to determine the moderating influence
of CEO tenure on the link between board member
diversity and company performance in private Kenyan
enterprises. The findings shows that there was normality
of data and a positive linear relationship between diverse
board members and firm performance this implies that a
change in board diversity have an impact of firm
performance. Also CEO tenure had a positive association
with firm performance and a change in CEO tenure
changes firm performance. Hypothesis 1 postulated that
board member diversity increases firm performance. In
hierarchical regression Model 2, board member’s diversity
have further proven to increases firm performance. This
can be further explains that increase in board member’s
diversity widen the ideas of the board increasing firm
performance. The study results are consistent with the
suggestions made by Fernandez-Temprano & Tejerina-
Gaite, [27] that there is a positive association between
diverse board members and firm performance. Post et al.,
[37] also supports this statement that the presence of diverse
board encourages investors, since most of diverse board
members have diverse characteristics like education, gender,
expertise, knowledge, and nationality this enables them to
focus on the growth and expansion of the firm, increasing
their performance and share value. Extant studies have
acknowledged board member diversity especially gender
diversity among board members to encourage diverse
information and gender-based rule to be invaded in the
board, this is to develop and integrate board member’s with
knowledge as well as to coordinate their competences
towards their decisions [28]. Therefore, the results of the
current study are consistent with this argument since among
the other predictor variables board member diversity was
found to have predictive effect on firm performance. The
study adds knowledge on privately owned firm in Kenya to
consider board members who are diverse to sort out the
issue affecting these firms. This will enable such firms to be
firm in their performance increasing investors’ confidence
thus increasing country’s development.

Hypothesis 2 postulated that CEO tenure influences
firm performance. The findings in model 3 supports this
argument that CEO tenure increases firm performance.
Similar studies correspond to this findings and elaborate
that the long-term CEO tenure enables the CEO to gain

experience and expertise of the firm operation increasing
firm performance. Similarly, long-tenured CEOs may
wield significant power on members of the board during
their selection and form close connections with such new
members of the board [54]. Over time, diverse board
members can begin to have confidence with such CEOs,
resulting in improved corporate performance.

The moderating effect of CEO tenure on the
relationship between board member’s diversity and firm
performance shows a negative significant association in
model 4. From descriptive statistics shows that majority of
the respondent were short tenure CEOs, and for this
reason the new CEO may lack knowledge and expertise
on the board. The pressure placed on new CEOs is likely
to be greater than on older CEOs because they have yet to
establish their ability to succeed in their new roles. Also
short tenured CEO has less leverage over the diverse
board and can't convince diverse board members to
consider his priorities by utilizing the majority of the
profits on investment while cutting off other projects; this
conflict reduces firm performance the findings are similar
to the findings of Zhu, et al., [42]. From the findings CEO
tenure matters on firm performance and therefore it can be
concluded that the current challenges facing privately
owned firms in Kenya can be minimized by hiring diverse
board members and CEOs who are long tenure with firm’s
expertise, this will guarantee firm performance and
investors’ confidence. This study has provided sufficient
evidence that CEO tenure matters in diverse board’s
decision to increase overall firm performance.

Theoretical and Practical Implication

The study findings are in line with resource
dependency theory as it elaborates how the external
resources this are board members and CEO of the firm
affect the behavior of the firm performance. According
to Hillman et al., [66] resource dependency theory,
members of the board and CEOs contribute resources to
organizations in the form of skills, networks, experience,
diversity, and independence. Board members with strong
external linkages facilitates the firm's access to a variety
of resources [67]. Therefore, in support of this theory,
the results has revealed that diverse board members and
CEO are full of diverse resources that can benefit a firm,
the resources are in the form of skills, expertise and
experience possessed by a diverse board and CEO.

Our research has practical ramifications as well. First,
we demonstrated that the diversity of board members is
crucial in board decision making regarding firm
performance. In such a situation, it is vital to consider
selecting members of the board with diverse backgrounds.
As a result, the study proposes that private enterprises
consider choosing diverse board members to meet
organizational goals. Furthermore, if private enterprises
are to gain from board participation in firm success, long-
term CEO tenure must be considered, as it is important.

Limitations and Directions for Future Research

Without a doubt, our research has limitations. Primarily
the ultimate sample size of 371 were comparatively small.
Nevertheless it ought to be noted that all of the
respondents were chief executive officers of the
businesses that were sampled across different business
sectors. Upcoming scholars in the same field can focused
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on better samples using alternative measurements and
situations may assist to advance the idea. Second, because
CEOs were the respondents, prejudice in their favor may
have slipped in, particularly on their perceptions of board
members'  diversity. Future study could include
incorporating member’s board in the survey group to
address this problem. Finally, the analysis was restricted
to privately owned companies in Kenya, which have
distinct organizational structures than publicly traded
firms. Future research using similar methods may
therefore be extended to publicly listed firms.
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