



EFFECT OF CHIEF EXECUTIVE OFFICER NATIONALITY AND AGE ON FINANCIAL PERFORMANCE OF CONSTRUCTION AND ALLIED FIRMS LISTED AT THE NAIROBI SECURITIES EXCHANGE, KENYA
Abstract

The study sought to evaluate the effect of chief executive officer nationality and age on financial performance of construction and Allied Firms Listed at the Nairobi Securities Exchange, Kenya. Agency theory and stewardship theory were used to support the relationship between the study variables. Four construction and allied firms listed at the Nairobi Securities Exchange, Kenya constituted the target population of the study and a census approach was utilized since the target population comprised of only four firms. Secondary data was collected from the audited financial statements of listed construction and allied firms for the period 2018 to 2023. Empirical findings from the panel regression analysis established that chief executive officer nationality and age had significant effect on firm value of construction and allied firms listed at the Nairobi Securities Exchange, Kenya. The study concluded that chief executive officer nationality had significant effect on financial performance of construction and allied firms listed at the Nairobi Securities Exchange, Kenya. It is recommended that the management team of construction and allied firms listed at the Nairobi Securities Exchange, Kenya. The study concluded that chief executive officer age had significant effect implications for financial performance of construction and allied firms listed at the Nairobi Securities Exchange, Kenya. Older and more experienced chief executive officers are recommended for construction and allied firms listed at the Nairobi Securities Exchange, Kenya.
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1.1 Introduction and Background

Globally, the construction industry performs a lead role in the process of national development through the creation of jobs and contribution to the economic progress of countries (Akims, Akims & Pyoko, 2024). The industry drives technological advancement across the globe. Jong, Sim, Lew and Nonino (2019) noted that Malaysia stands as one of the emerging economies with the highest level of economic growth with the country’s construction sector being pivotal to its social and economic advancement. In view of this, regulations have been put in place by the Malaysian government in order to facilitate the smooth functi0oning of the sector (Alawag, Alaloul, Liew, Musarat & Baarimah, 2023). In Australia, the importance of the construction sector spans across sectors. Mabad, Ali, Ally, Wamba and Chan (2021) observed that the demand for logistic services has significantly expanded due to the Australian construction industry's exponential growth which led to the building of modernized warehouses and distribution centers. Due to the importance of the construction industry, a number of engineering firms have made significant investments in innovations in technology. By integrating automation alongside information technologies seamlessly, these enterprises have substantially improved their efficiency and effectiveness.

One of the sectors contributing significantly to economic expansion in Africa is the construction sector. In East Africa, the construction industry has grown overtime. Based on a Deloitte assessment of the East African construction industry conducted in 2021, the construction amounting to US$ 27 billion in 2016 which increased to US$ 146 billion in 2019 (Mwangi, 2023). Tjebane, Musonda and Okoro (2022) reported that the construction sector is vital to emerging economies like that of South Africa and it is noteworthy that the government utilizes it as a platform to facilitate the nation's economic transition to that of an advanced country. However, in order to support infrastructure development, boost local economic growth, lower costs, and improve construction efficiency, the industry must find an efficient and practical solution (Yap & Toh, 2019). Tjebane et al (2022) observed that despite growth in the sector in emerging nations, the construction industry in South Africa faces a number of productivity issues which include hazardous working conditions, low productivity, a lack of competent labor, and a waste of materials that is mostly brought on by labor-intensive and repetitive operations and other problems facing emerging countries' construction industries include, but are not limited to, public sector capacity, a shortage of necessary skills, globalization, and technology restrictions make the building process less effective and create challenging circumstances for the nation's construction growth (Pradhananga, ElZomor & Santi, 2021). 
The Big Four Agenda, which the Kenyan government unveiled and tagged vision 2030, includes industrialization as one of its goals as the government strives towards promoting industrial development. This in turn will boost employment and accelerate economic growth, both of which are correlated with the construction and allied industries (Mwendwa, 2022). The construction industry on Kenya has grown steadily over the years and is recognized as a major force behind the country's economic expansion. The country's GDP increased by Ksh 149 billion in 2022 as a result of the sector's 6.8% average annual expansion over the previous years (KNBS, 2022). The sector has been predicted to witness continuous expansion due to urbanization, population growth and the demand for infrastructure development (Mwangi, 2023). However, majority of Kenyan construction and related companies operate at a low level of efficiency, casting doubt on the industry's ability to achieve Vision 2030's objectives and as far as the fundamental elements that lead to a project's successful completion is concern, the construction sector has demonstrated appalling performance with ineffective management been a key pointer, to the poor performance and inadequate financial planning during the early phases has led to delays (Nyaga & Deya, 2022). 
1.1.1 Chief Executive Officer Characteristics

The characteristics of a CEO are the intrinsic qualities that are unique to the CEO, including demographics and corporate leadership experience which have an impact on the CEO's decision-making processes and leadership style (Sugiharto, Probohudono, Suhardjanto & Widarjo, 2024). Thus, the potential added value to the organization increases with the quality of the traits held by the CEO. The CEO is in the strongest position in the company's overall structure when it comes to making final decisions as company's chief executive officer plays a crucial role in its long-term survival of any organization or enterprise as he/she bears heavy operational decision-making duty, and has significant influence over strategic choices that could impact the establishment performs (Edi & Hidayah, 2022). Ahmad, Prasetyo, Buchdadi, Widyastuti and Kurniawati (2022) also observed that enhancing the success of a business over both the immediate and distant future is an important task of the Chief Executive Officer (CEO) of any organization because the CEO has complete control over operational decisions made by the company and significant influence over strategic decisions. The top executives of enterprises undoubtedly possess distinctive backgrounds and features, including those related to education, experience, age, ethnicity, and other factors as a result, the authority to make decisions of the board of directors, particularly the CEO, has an impact on the performance of the company. The performance of a company will definitely be impacted by the CEO's unique or diversified traits in both positive and negative ways. The biggest influences that determine a CEO's activity include a number of individual traits and characteristic dimensions which include the CEO's age, gender, professional experience, practical knowledge, and tenure, all of which can have an impact on corporate decision-making (Emestine & Setyaningrum, 2019). 
The Age of a CEO can have an impact on the performance of an organization. According to a statistical study by Emestine and Setyaningrum (2019) the age of a CEO has a beneficial impact on a company's success because companies that have older CEOs tend to achieve higher performance because their prior experience has given them more credibility with investors. Yazar and Kho (2022) also argued that Age can influence a CEO's financial actions in a positive or negative way. Younger CEOs are more inclined to employ debt, whereas older CEOs are less likely to do so. This suggests that younger CEOs are not afraid to make creative and aggressive funding selections given their penchant for bolder financial techniques. It has been seen, however, that older CEOs make more prudent financial judgments. Furthermore, younger CEOs are more driven and eager to achieve particular corporate and personal goals; nevertheless, the CEO's age may also influence how risk-taking he is. CEOs who are older tend to invest in riskier assets and allocate less funds towards research and development. Consequently, a younger CEO can influence the company to move in a path that is more focused on profit (Edi & Hidayah, 2022). 
One of the main ways that Chief Executive Officers may influence how organizations operate is by sharing distinct values they hold hence the nationality of the CEO is important and can have a stronger impact on the performance of the firm as the principles establish the tone for the company's culture, which affects productivity, expansion, and worker conduct (Rehman, Jun, Rehman, Zeeshan, Adeel, Saleem & Rehman, 2021). According to Lai et al. (2020) foreign CEOs tend to have less emotional attachment to organizations than native CEOs and that individuals are more poised improve places to which they feel more attached, such as their birthplaces. These differences between foreign and local CEOs can have an impact on different decision making and ultimately performance. Zheng and Zhu (2022) also claimed that businesses prefer to employ local CEOs because they can capitalize on social capital to increase firm performance and help entrepreneurs locate investment prospects. According to Nguyen, Nguyen and Dinh (2023) companies with local CEOs outperform those with international CEOs in terms of financial performance. This is because overseas executives typically have inadequate attendance and, as a result, play a weaker monitoring role because they live abroad. Language challenges and a lack of experience with, or a cursory understanding of, the local market, economics, and culture can further hinder a foreign CEO's effectiveness.
1.1.2 Financial Performance 
According to Fatihudin and Mochklas (2018), a company's financial performance is determined by how well it manages its resources and metrics, including profitability, capital sufficiency, and solvency. Typically, the results are presented as a company's value addition, ROA, and returns on investment. A company's financial performance can be evaluated by analyzing how well it uses its resources to produce sales or income from its core businesses. This involves quantifying the financial results of a company's operations and policies. The following are financial performance dimensions: Growth, profitability, and market value Profitability gauges a company's historical capacity to provide returns (Muruny, 2021).  According to Jong et al. (2019) depending on their own goals, construction organizations may evaluate a project's performance differently within the framework of the construction business. On one construction initiative, what is considered a success factor could be interpreted as a sign of complete failure on another. In actuality, it is challenging to determine whether a construction performance qualifies as a success or a failure since stakeholders in the construction industry continue to have a hazy definition of success. According to Sugiharto et al. (2024). The fiscal circumstances of a company have a significant impact on how well it performs and means of its accounting records, a company can obtain a comprehensive picture of its financial performance based on results attained within a given period. Typically, proxies like ROI (Return on Investment), ROE (Return on Equity), and Tobin's Q are used (Xuan & Thi, 2022). 
1.1.3 Construction and Allied Firms Listed at the Nairobi Securities Exchange, Kenya

The National Construction Authority, established by Act No. 41 of 2011 of the Congress, governs every aspect of construction operations, including building, road, rail, and bridge construction. The Authority oversees the Construction Sector. The government's standard gauge railway and Thika Road projects, among other comparable projects, contributed to the construction sector's increase in GDP (Mwendwa, 2022). The NSE lists 67 businesses, of which one is the Construction and Allied industry, out of eleven (11) sectors. Crown Paints is one of the businesses included in the construction and related sector together with East Africa's Kenya Plc others in this sector are Portland Cement Plc, ARM Cement Plc, Bamburi Cement Plc, and East African Cable Plc (NSE, 2023). The Vision 2030 blueprint outlines construction companies as one of the main foundations for turning Kenya into a worldwide leader in the industry by 2030. The construction industry is a component of both the Social and Economic pillars, which seek to connect Kenya through networks of railroads, communications, highways, and airports, as well as to provide appropriate and improved housing for all of its citizens (Mwangi, 2023). 

Based on a report by Muruny (2021) Kenya's GDP is 5% of the construction industry, which employs a minimum of one million people and also, as private developers scramble to meet this demand, the nation's population growth has greatly increased demand for housing throughout most of the country. This creates a significant opportunity for growth. The international economy has recently slowed down, but Kenya's construction industry has remained strong, as seen by the rise in investment in both residential and commercial structures over the previous few years. Based on KNBS (2024) in comparison to 2022, when it grew by 4.1%, the construction sector grew by 3.0% in 2023. The countrywide government spending on the Affordable Housing Program (AHP), road upkeep by the Kenya Roads Board, and loans provided by commercial banks to the construction industry were the primary drivers of the boom. In 2023, the State Department for Housing and Urban Development (SDHUD) completed 3,357 housing units, nearly doubling its previous high. However, according to Mwangi (2023) even though the industry has grown, construction and related companies listed on the NSE have not done as well recently as the average growth in sales has been -1.05%, and the average profit margin has been 3%. Only two of the enterprises recorded profits between 2015 and 2020; the remaining companies all reported losses. Notably, the profit margins and statistics have consistently declined even for companies that declared profits. August 2018 saw the placement of one of the losing companies under a trustee with the intention of either liquidating or reviving it.
2.2 Theoretical Literature Review

2.1.1 Agency Theory
The agency theory was created by Jensen and Meckling in 1976. They described an agency relationship as a legal arrangement wherein a principal hires an agent to carry out a task on his behalf and grants the agent decision-making authority. According to Eisenhardt (1989) the theory’s central thesis is that risk-bearing costs and effective information organization should be reflected in the principal-agent relationship as agency theory examines the best type of contract for managing interactions in which a principal, or institution or organization, assigns tasks to an agent. As stated by Scharfman (2014) one area of neoclassical economics that has been used to analyze corporate management is agency theory. In an agency partnership, there are two parties involved. The owners or principals of an organization—shareholders in a corporate setting—are one party. Principals depend on agents, and vice versa. The foundation of agency theory thus is the idea that the principal has given the agent authority to act on his behalf, and that this authority enables the agent to maximize his own utility at the expense of the principal's utility (Davis et al., 1997). 
The study of agency theory according to Linder and Foss (2013) focuses on the issues and solutions related to task delegation in situations where there is information asymmetry and competing interests between two or more participants. It addresses issues of ex ante (or "hidden characteristics") and ex post information asymmetry (or "hidden action"), assuming the parties are rational and acting in their own best interests. Principles of incentive intensity and monitoring intensity are two of the many crucial suggestions that agency models offer for contract design. The theory makes an effort to address agency issues that arise when the principal and agent have distinct risk preferences and pursue different objectives. The parties' contract is the primary focus of its examination (Eisenhardt, 1989). In order to resolve the principal-agent conflict, Jensen and Meckling (1976) argued that the principal would have to pay agency and oversight costs. Agency costs, such as bonuses and compensation linked to results, are related to incentives given to the agent in an effort to align the agent's interests with those of the principal, while monitoring costs, such as external audit, are expenses incurred in keeping an eye on the agent's actions to ensure that the agent is abiding by the principal's interests.
According to Berle & Averages (1932), corporate governance focuses on how ownership and management are distributed. The success of the company is largely dependent on the executive(s) who is or who are accountable for the organization's final decisions. In this case the CEO has an ethical and professional obligation to reduce the agency problem by implementing efficient procedures for ratification, sanctioning, and approval. Also, Ngui and Atheru (2023) maintained that since the shareholders are the company's principals and the board and CEO its agents, the CEO and the board have a responsibility to respect, value, and maintain the rights of the shareholders, who have given them the authority to participate in decision-making. In addition, the board needs to be transparent with shareholders and provide particulars regarding the things it does.  The theory thus provides a good background for the relationship between the characteristics of a CEO with financial performance as the CEO being the agent of the stakeholders must protect their interest and ensure that the firm performs optimally to prevent the agency conflict.
2.1.2 Stewardship theory

Donaldson and Davis first introduced stewardship theory in 1991 and 1993, offering a fresh perspective on the relationship between administrators and owners of businesses. An alternative viewpoint on CEOs is provided by stewardship theory, which views executives as outstanding stewards who will act in the owners' best interests (Donaldson & Davis, 1991). According to Chrisman (2019) stewardship theory is proposed as a counter to the notion of agency, which presumes that people are driven by self-interest and will act impulsively when their own goals deviate from those of their principals while arguing that opportunism does not constantly arise from conflicts of interest. A strong argument made by the theory is that regardless of circumstances in which the steward and the principal's priorities are not compatible, the steward places a greater priority on cooperation than defection (Davis et al, 1997). Hernandez (2012) examined a situation that shows how brittle stewardship actions can be if they are not demonstrated throughout the entire company and proposed that a paradigm shift in the definition and upholding of responsibilities within a social context may be necessary for a systematic transition of governance from agency toward stewardship.
Stewardship theory states that as managers have a significant influence on an organization's efficiency, they should be responsible for safeguarding and developing shareholder capital. Every stakeholder group in the organization is satisfied when a steward effectively enhances productivity by 20 percent (Davis, Schoorman, & Donaldson, 1997). One highlighted drawback of the is that, while stewardship theory contends that stewards would align their interests with principals', the theory leaves open how principals' objectives are conveyed to stewards (Chrisman, 2019). According to Simon (1947), people are limited in their capacity to obtain, process, and use information, making them boundedly rational beings. Bounded rationality also suggests that knowledge held by people inside or outside of organizational bounds would be asymmetrical since people differ in their upbringings, life experiences, and intellectual capacities. Also, due to the possibility of identical outputs from higher-ability agents and lower-ability stewards, principals can sometimes fail to be able to differentiate between them in the situation of restricted rationality and information asymmetry and in the absence of essential controls and considering the unpredictable nature of team production, companies with stewardship governance may find it more difficult to pinpoint employees who do subpar work, regardless of whether this is due to a lack of skill, a lack of effort, or both (Alchian & Demsetz, 1972).
Based on Kariuki (2024) assessment of Stewardship theory as applied to the structure of the board assessment process, the researcher is of the view that as stewards are expected to give their all in light of the responsibilities entrusted upon them; hence the relationship between board characteristics and financial performance are sacrosanct. Stewardship theory thus help give an inside into the relationship between CEO characteristics who could be viewed as the steward and organizational financial performance. The CEO who serves as the steward of the stakeholders thus serve to fulfill the interest of those stakeholders and depending on his or her personal traits be it age or nationality his ability to align with the objectives and interest of the stakeholders will determine whether the performance of the organization will be improved.
2.3 Empirical Literature Review

Basri and Arafah (2020) investigated the relationship between CEO traits and firm reputation and performance following mergers and acquisitions. The firms that listed on the Indonesian stock exchange during 2010 and 2016 and carried out corporate action involving acquisitions and mergers were the focus of the research endeavor. Purposive sampling was used in the research to choose the research sample. The e-Views tool was being used in the research data analysis to perform outlier, hypothesis, and descriptive statistical tests. The study's findings demonstrated that to optimize the efficiency of a business and reputation by selecting a CEO who is talented, aggressive, and experienced. The study also discovered that a skilled and knowledgeable CEO who can manage the company's reputation is a valuable asset for optimizing the company's success.

Ahn (2020) sought to find out if Open Innovation OI applies to SMEs and how CEO traits affect business performance by means of Open Innovation. To be able to achieve the study objective the researcher made use of data that was obtained from four hundred and one 401 SMEs within Korea that were viewed as innovation-oriented. The data obtained was then analyzed using structural equation modelling (SEM). The findings suggest that openness and business growth are favorably correlated with the traits of CEOs. According to the research, authorities should think about creating different initiatives to raise the understanding of open innovation (OI) among key decision makers in SMEs. Additionally, human components inside SMEs especially the CEO should prioritize OI more in order to improve company performance.

Mbekomize, Chatibura and Baliyan (2021) studied the relationship between the traits of chief executive officers and the financial and tourism performance of publicly traded enterprises in Botswana between 2009 and 2019. The dependent variables were return on equity and return on assets, which serve as proxies for profitability. Panel data from annual reports was analyzed using correlation analysis as well as regression methods, and a method of quantitative investigation was used. The findings of the Regression analysis showed that nationality had a substantial adverse effect on return on assets and return on equity. 
The main focus of the study by Osazevbaru (2022) was on the relationship between CEO traits and firm performance, with a particular emphasis on how these traits affect the company's future development prospects. The study examined the dual nature and nationality of CEOs in relation to business growth prospects in the context of national culture and societal values. In order to do this, secondary data from 76 non-financial companies that were listed between 2010 and 2019 on the Nigerian Exchange Group were examined. For the panel data unit root, a number of diagnostic tests were performed. Based on the outcome of the analysis, the study predictor variables which are CEO duality as well as nationalities had negative and insignificant impact on company's development.
Ahmad, Prasetyo, Buchdadi, Widyastuti and Kurniawati (2022) examined the relationship between CEO traits and corporate success as determined by Tobin's Q, Return on Equity (ROE), Return on Sales (ROS), and Return on Asset (ROA) within the framework of food and beverage companies in Singapore, Malaysia, and Indonesia. 50 food and beverage companies were included in the sample; 16 of them were from Indonesia, 19 from Malaysia, and 15 from Singapore. The data collection period spanned from 2013 to 2018. Regression modeling on panel data, utilizing the fixed effect model (FEM) with clustered standard errors, was adopted in the research. According to the empirical findings, the nationality of the CEO significantly affects the business's success as assessed by ROA and Tobin's Q, but not as significantly as measured by ROE and ROS. Nonetheless, the five indicators of business success show that the CEO's age and education have no discernible impact. Ultimately, in the main regressions for Indonesia, Malaysia, and Singapore, the CEO's nationality has a considerable impact on Tobin's Q.

Nguyen et al. (2023) investigated the effect of CEO characteristics on the performance of Islamic banks in Malaysia and the MENA Region. The impact of tenure of the CEO, education level of CEO, CEO duality, nationality of the CEO and Zakat on Islamic financial institution performance as determined by ROA was examined by the researchers. The study sample was made up of 126 firm-year data that were filed between 2017 and 2019 by 42 Islamic banks from Malaysia and the MENA region.  The generalized least square (GLS) panel regression was utilized to get around the autocorrelation and heteroscedasticity issues. The results of the analysis highlighted that there is a significant influence that zakat and CEO characteristics (tenure, nationality, dualism, and education level) have on the performance of Islamic banks as measured by ROA.

Ramadanti, Mulyasari and Astuti (2023) evaluated the impact of the Chief Executive Officer's (CEO) traits on financial success while revenue management being the controlling variable. Return on Assets (ROA) was used as metric for financial performance, and the Modified Jones Model was equally used to evaluate earnings management. Manufacturing businesses listed between 2017 and 2021 on the Indonesia Stock Exchange (IDX) made up the study's demographic with 46 businesses providing a total of 230 sample data points which where analyzed. Path analysis and multiple regression modeling were the research's analytical techniques. The findings indicated that CEO characteristics had no significant effect on ROA.
Suherman, Mahfirah, Usman, Kurniawati and Kurnianti (2023) examined the effects of chief executive officer (CEO) attributes comprising age, education, nationality, and most significantly gender on business success in economically developing Southeast Asian nation (Indonesia). The research made use of panel data gotten from balanced firm-level record covering 203 nonfinancial firms that were listed between 2010 and 2020 on the Stock Exchange of Indonesia. Tobin's Q, return on equity, as well as return on assets were utilized to gauge the performance of the company. Panel regression analysis was utilized based on the fixed effects model. The findings of the analysis suggested that the presence of female CEOs, along with factors such as education and nationality, positively influences firm performance. Conversely, the analysis showed that age of the CEO may have a dual effect, either enhancing or detracting from firm performance. 
Sugiharto, Probohudono, Suhardjanto and Widarjo (2024) sought to provide an overview of the relationship between the traits of CEOs and company financial performance. In order to achieve the study objective, the researchers used a methodical strategy that included R for a thorough analysis, VOS Viewer, and the PRISMA protocol. A vast Scopus dataset covering the years 2011 through 2023 was used to inform the analytical strategy that was selected. 843 academic publications were similarly acquired from the top database described. The results demonstrated a relationship between CEO attributes and financial performance and corroborated research conducted in this area.

Akindayomi, Ologunwa and Adigun (2024) examined the connection between the financial success of Nigerian listed companies and the traits of their CEOs (2005–2022). Pooled panel regression analysis, random panel regression, and fixed panel regression are the statistical methods used in the investigation. The Hausman-statistics was used to determine the model to be adopted and the fixed effect was chosen. The outcome demonstrated that the CEO's origin significantly and favorably affects return on assets (2%). On the other hand, return on assets (30%) was negatively and negligibly impacted by the gender of the CEO. According to the study, companies should hire CEOs internally because they often have insider knowledge and experience specific to the business's operations and employee relationships, which an external CEO might not have access to right away and could seriously impede the company's ability to achieve its objectives.
2.4 Conceptual Framework

For this study the independent variables are CEO nationality and CEO age while the dependent variable is financial performance.
Independent Variables

   



           Dependent Variable  












Figure 1: Conceptual Framework

Source: Researchers (2024)
3.1 Research Methodology

The study was based on causal research design. Four construction and allied firms listed at the Nairobi Securities Exchange, Kenya were the target population of the study. A census approach was utilized since the target population comprised of only four firms. Secondary data was collected from the audited financial statements of listed construction and allied firms for the period 2018 to 2023. Consequently, panel regression technique was applied where financial performance was modelled as a function of CEO nationality and CEO age as presented in the following equation:
FNPit = β0+β1CNAit+β2CAGit+ε 

Where:

FNP
= Financial Performance 

CNA 
= Chief Executive Officer Nationality 

CAG 
= Chief Executive Officer Age 

i 
= Firm 

t
= Time period 

β0 – β2 
= Panel Regression Coefficients 

ε
= Error Term

4.1 Data Analysis and Discussions

The analysis of data was based on descriptive and inferential analyses. The basis features of the research data were captured in the descriptive analysis. The inferential analysis was informed by panel regression analysis where several diagnostic tests were conducted to ensure the suitability of the data before making inferences.

4.2 Descriptive Analysis

The study conducted descriptive analysis and the outcome provided statistics which include total observations, mean, standard deviation, minimum and maximum values as documented in Table 1.

Table 1: Descriptive Statistics

	Variable                                            Obs 
	        Mean             Std. Dev.
	       Min
	Max

	Financial Performance                        24
	        -34.45395         168.1323
	 -823.7967
	0.5408859

	CEO Nationality                                 24
	         0.50                 0.5107539
	   0.00
	1.00

	CEO Age                                             12
	        52.5833               3.604501
	 47.00
	     58.00


Source: Study Data (2024)

The descriptive statistics indicate that financial performance and CEO nationality each had 24 as the total number of observations. The total observations for CEO age being 12 implies that the study was based on unbalanced panel data. This was however not an issue of concern since STATA software was utilized in the analysis of data as its outcome is not impaired by unbalanced data. Chief executive officer nationality had a mean value of 0.50 and standard deviation of 0.51, hence implying that the nationality of CEOs is evenly distributed among construction and allied firms listed at the NSE, Kenya with respect to Kenyans and foreigners. The values of 0.00 and 1.00 as minimum and maximum values for CEO nationality reflect the features of a dummy variable which was used based on 0 for Kenyan CEO and 1 for foreign CEO. Mean and standard deviation values of 52.58 and 3.60 respectively were established for Chief executive officer age. Additionally, minimum and maximum values of 47.00 and 58.00 respectively were found for chief executive officer age.
4.3 Diagnostic Tests 

Various diagnostic tests were conducted so as the ensure that the research data was suitable for making inferences. The results and discussions of the diagnostic tests are documented in the succeeding sub sections.

4.3.1 Multicollinearity Test

In evaluating the level of collinearity among the independent variables, of the study, the multicollinearity test was carried out and the results presented in Table 2.

Table 2: Multicollinearity Test Results

	Variables
	VIF
	Comment 

	CEO Nationality 
	3.50
	Low Multicollinearity

	CEO Age 
	3.50
	Low Multicollinearity


Source: Study Data (2024)
The multicollinearity test was based on the Variance Inflation Factor (VIF) test procedure. The findings Indicate VIF values of 3.50 each for CEO nationality and CEO age, hence implying that the independent variables of the study had low multicollinearity levels.
4.3.2 Normality Test

In order to evaluate the distribution of the research data, a normality test was conducted which was based on the Shapiro Wilk test for normal data. The results are contained in Table.3.

Table 3: Normality Test Results
	Variable
	    Obs           W                    V
	     Z
	Prob>z

	Financial Performance 
	     24            0.21176         21.262
	  6.233
	 0.00000

	CEO Nationality 
	     24            0.99815         0.050
	  -6.107
	 1.00000

	CEO Age 
	     12            0.96419         0.598
	  -1.001
	 0.84151


Source: Study Data (2024)
The test for normality was informed by the null hypothesis that the research data is normality distributed which was based on a threshold of 0.05 significance level. It was established that financial performance stood as the only variable which had a non-normal distribution as indicated by a p-value of 0.000. The null hypothesis was consequently rejected for financial performance. 
4.3.3 Heteroskedasticity Test

Heteroskedasticity test was conducted in this study which was aimed at determining whether the error term in the regression model has constant variance over time. The Breusch-Pagan test was utilized and the results are documented in Table 4.
Table .4: Heteroskedasticity Test Results

	Breusch-Pagan / Cook-Weisberg test for heteroskedasticity 

	Ho: Constant variance

	Variables: fitted values of Firm Value 

	chi2(1) = 9.91

	Prob > chi2 = 0.0016


Source: Study Data (2024)
A null hypothesis stating that the residuals in the regression model are homoscedastic was used for the heteroskedasticity test. The statistics in Table 4 indicate a p-value of 0.0016, hence indicating the presence of heteroskedasticity and consequently the rejection of the null hypothesis. In addressing the issue of heteroskedasticity, the robust standard estimators were applied.
4.3.4 Model Specification Test

In panel regression analysis, there arises the need to select the most appropriate model between fixed effect and random effect models. The model selection was subjected to the hausman test procedure and the results presented in Table.5.
Table 5: Hausman Test Result

	
	(b)

Random
	(B)

Fixed
	(b-B)

Difference
	sqrt(diag(V_b-V_B))

S.E.

	CEO Nationality 
	4941.455
	4942.861
	-1.406817
	28.41763

	CEO Age 
	823.5737
	823.8149
	-0.2411686
	4.861679

	chi2(2)
	0.00
	
	
	

	Prob>chi2
	0.9988
	
	
	


Source: Study Data (2024)
The hausman test was utilized in establishing the most effective estimation model between the fixed effect model and random effect model based on a threshold of 0.05. The null hypothesis of the hausman test holds that the random effect model is the most appropriate model. The outcome of the hausman test indicates a p-value of 0.9988 and the random effect model was adopted for estimation.

4.4 Panel Regression Analysis

The panel regression analysis was based on the random effect model as guided by the hausman specification test. The findings are documented in Table.6.
Table 6: Panel Regression Results
	Financial Performance 
	Coef.
	Robust

Std. Err.
	Z
	P> |z|
	[95% Conf.
	Interval]

	CEO Nationality 
	4941.455
	1.578181
	3131.11
	0.000
	4938.361
	4944.548

	CEO Age 
	823.5737
	0.293811
	2803.07
	0.000
	822.9978
	824.1496

	_cons
	-45845.6
	809.5854
	-56.63
	0.000
	-47432.36
	-44258.84

	R-sq
	0.1558
	
	
	
	
	

	Wald chi2 (2)
	2.74e+07
	
	
	
	
	

	Prob > chi2
	0.0000
	
	
	
	
	


Source: Study Data (2024)
The panel regression output indicates an R squared of 0.1558, hence implying that 15.58 percent of the variations in financial performance are attributed to CEO characteristics (CEO nationally and CEO age). The regression model further had p-value of 0.000 which indicates significance. The interpretation of the findings was guided by a threshold of 0.05 significance level. The study established that CEO nationality had significant effect on financial performance of construction and allied firms listed at the Nairobi Securities Exchange, Kenya which was indicated by a p-value of 0.000. The positive coefficient 4941.455 obtained indicates direct nexus between CEO nationality and financial performance. Considering the measures of CEO nationality were 0 for Kenyan CEO and 1 for foreign CEO, it implies that the latter hold the advantage of foreign expertise and experience. The study findings corroborate those of previous studies. Mbekomize et al. (2021) found that nationality had a significant effect on return on assets and return on equity. Ahmad et al. reported that nationality of the CEO significantly affects firm performance of food and beverage companies in Indonesia, Malaysia and Singapore. Nguyen et al. (2023) documented that CEO nationality has significant effect on performance.
Chief executive officer age had significant effect on financial performance of construction and allied firms listed at the Nairobi Securities Exchange, Kenya as evidenced by a p-value of 0.000. The positive coefficient 823.5737 established indicates a direct relationship between CEO age and financial performance. The findings negate the adage that “age is just a number” as aging comes alongside wealth of knowledge and experience especially for active and committed CEOs. As such the older the CEO, the better the financial performance of a company. Suherman et al. (2023) documented that age of the CEO may have a dual effect, either enhancing or decreasing firm performance. Liu and Jiang (2020) reported that CEO qualities is a key factor influencing financial performance. 
5.1 Conclusion and Recommendations

In view of the study findings, it was concluded that had significant effect on financial performance of construction and allied firms listed at the Nairobi Securities Exchange, Kenya. Since foreign CEOs bring onboard foreign expertise which provides their firms with an advantage over others managed by Kenyan CEOs. Despite foreign CEOs driving the financial performance of firms, other managerial positions should be completed with individuals of Kenyan nationality. The study recommends that the management team of construction and allied firms listed at the Nairobi Securities Exchange, Kenya.
The study concluded that chief executive officer age had significant effect on financial performance of construction and allied firms listed at the Nairobi Securities Exchange, Kenya. Hence, older CEOs are recommended for construction and allied firms listed at the Nairobi Securities Exchange, Kenya. These firms will benefit from the wealth of knowledge, experience and resourcefulness which older CEOs come with. This should however be viewed with caution as old age may come with health related illnesses, hence very old and affected persons maybe more resourceful at the board level rather than being CEOs (since this ole comes with active day to day running of firms).  
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