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1. Introduction 

  For the purposes of sustaining their position in business, 

there is need for organizations to change to enable them to 

keep in balance with environmental changes. Organizations 

need to put change practices as core activities where 

managers are skilled and competent in scanning the 

environment to ensure the sustainability of a competitive edge 

in an environment that is changing at a very fast rate. The 

capability to practice change management will be more 

important in the future than ever before. It has been 

confirmed that whereas the future may unclear, organizational 

managers should be highly alert and responsive to the rapid 

changes or else their future in the society will be at stake. 

(Harper, 2004). 

Chemengich (2013) claims that public sector 

organizations in the world are under intense pressure to 

improve efficiency while at the same time providing 

integrated and improved services.  The public sector remains 

a key vehicle to deliver in both for developing and developed 

world, in a framework designed for realization of equality, 

effectiveness, justice, security and competitiveness. The main 

issue in various countries lies with the way public 

organizations are managed where emphasis is placed on 

effectiveness and efficiency. Melese et al. (2004) argue that 

public organizations continue being held more increasingly 

accountable for their performance hence they are expected to 

operate effectively and efficiently. 

The implication is that Public Organizations will be 

forced to look for ways of improving their activities. He 

further noted that in an ever changing global economy, 

organizations should find ways of operating by designing new 

competences since old competencies gained are easily eroded 

resulting from changes on the environment. 

Organizations have progressively become cognizant of 

the importance of change practices. Organizational 

performance depends on the awareness of the system 

dimension. The full awareness of the operation of the system 

is an aspect that is very critical to the performance of an 

organization (Rees, 2006).Actual life experiences have 

explained the assumption that it does not matter how 

advanced and modern business activities have become, the 

biggest task will be coming up with strategies that will 

complement the operations of the business so as to maintain 

growth stability and effectiveness.  

State parastatals, are vehicles towards meeting the social 

and economic needs of its citizens. Kenyan parastatals 

therefore play a key role to the success of implementing 

important Government programmes that will help achieve the 

set objectives. The Kenyan government using sessional paper 

no. 10 of 1965 established state parastatals by an act of 

parliament for purposes of addressing commercial as well as 

social objectives. The parastatals were established to deal 

with market failure for purposes of exploiting social and 

political goals, 
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provision of health, education, and redistribution of income 

and development of marginal areas. Through performing the 

role some problems are exprienced by the state parastatals. 

The paper recommended the necessity for reforms in these 

parastatals so as to reap high economic growth. According to 

the sessional paper state parastatals in Kenya have been 

characterized by low productivity, inefficiency, lack of 

transparency and accountability towards delivering desired 

results over time. The Kenyan Vision 2030 aims to make 

Kenya a middle income country, newly industrialized, 

through providing quality life for all its citizens (KNBS, 

2008). 

Concerns over the performance of Kenyan State Parastatals 

have been growing over time because of the position they 

hold in the country's social - economic development agenda 

(Kobia & Mohamed, 2006). According to the Productivity 

Policy report (2010), contribution of corporate organizations 

in Kenya has stagnated at 12% for the last decade. This 

stagnation can partly be explained from concentration on a 

few commodities, namely the processing of food 

commodities and refining of petroleum products. 

Development of the Country has been possible through the 

major role of provision of public services by state parastatals. 

They have also become strong entities in Kenya and very 

vital organs to promoting development. State parastatals in 

Kenya account for 20% of the Gross Domestic Product, 

provided employment opportunities to over 300,000 and 3.7 

million people in formal sector and informal sectors of the 

economy respectively (GoK 2004). 

Research Hypothesis  

H01: Adaptive organization structure practices has no 

significant influence on performance of commercial based 

State Parastatals in Kenya. 

2. Related Literature  

Theoretical Framework 

Resource Based Theory 

The theory’s perspective contends that continued 

competitive advantage is created by the distinct package of 

firm’s resources (Barney,2001). The theory gives an 

explanation of the internal sources of the continued 

competitive advantage (Kraaijenbrink, Spender, & Groen, 

2010). A resource based perspective comprises of a rising and 

dominant area of strategy literature which responds to the 

question of a firm’s identity and it’s primarily concerned with 

the nature and source of strategic capabilities (Theriou et al. 

2009). The resource base theory of a firm emphasize the 

critical role of making of choices which are strategic which 

include the  tasks of  deploying and developing key resources 

of the firm in an endeavor of maximizing profits. The RBT 

theory has greatly contributed to the development of the 

theory of competitive advantage. 

These resources may be financial, human, physical, 

technological and information. These may be valuable, rare 

and non-substitutable (Crook, Ketchen, Combs & Todd, 

2008). The theory of competitive advantage contends that the 

organizational performance improves when the distinct 

resources are combined to engineer all the areas of the firm 

(David, 2009). The theory states a firm’s competitive 

advantage is gained through implementing strategies which 

cannot be imitated by competitors. Those resources that form 

sources of sustained competitive advantage should have the 

qualities of being scarce, non-imitable, non-substitutable, and 

strategic and appropriate (Ling & Jaw, 2011). 

According to Alas and Sun (2007), the resource based view 

argues that the generation of continued competitive advantage 

of a firm is as a result of the key resources available to that 

firm. Resources become valuable when they are able to 

effectively and efficiently in a position to generate a market 

opportunity that brings value to the market segments. (Hunt 

& Derozier, 2004). It therefore calls for the effective 

management of firm’s resources in order to build and gain the 

peculiar capabilities and competitive advantage for value 

addition and creation (Sirmon, Hitt, & Ireland, 2007). 

Resource-based view is a crucial idea in strategy because it 

proposes the potential to elucidate on sustainable competitive 

advantage, or the delivery process of long run returns to 

shareholders (Tom, 2010). According to Ganley (2010) 

resources play a crucial role of running an organization hence 

their allocation which is normally tough should be done in a 

very careful manner to avoid waste and misappropriation. 

The dynamic nature of firms calls for the development of 

dynamic capabilities which can be able to combine and 

regenerate   both internal and external resources unique in 

creating the firm’s advantage. The Resource base theory 

combines the internal strengths of the firm with formulation 

of strategy to gain competitive advantage for the firm 

(Njuguna, 2009).The theory gives emphasis that firms can out 

do others through development of resources that are unique 

and cannot be copied by its competitors. The resource based 

view (RBV) of the firm argues institutions are capable of 

developing peculiar capabilities that can in turn be transferred 

to new organization structures and management (Habbershon 

& Williams, 2001). 

It is expected that resource dependency theory will 

determine the extent to which environmental dependency and 

uncertainty act as drivers for an organization to embark on 

variety of controlling strategies to manage the competitive 

environment to improve organization performance (Nickol, 

2006). The essence of environmental resource dependency 

emanates from the view point that any meaningful success in 

a business is as a result of dealing with uncertainties. Ganley 

(2010) postulates that what makes an institution are the 

resources it has and therefore calling for careful allocation of 

these resources. Resource allocation is not an easy task but 

it’s through good practice that an institution can acquire 

resources it requires. Some of the resources are like 

technology, capital and people which are critical in the 

growth and performance of an organization. Ganley further 

states that people are crucial resources and hence people who 

are hardworking and have vast knowledge should be taken 

good care of. These people who are knowledgeable constitute 

the difference between success and failures in businesses 

hence should be allocated job in a competitive business 

environment.  

Helfat and Peteraf (2003), contend that changing 

performance in businesses is caused by argue that varying 

performance in firms is a result of heterogeneity of assets 

with the reasons that lead to such differences to persist. The 

theory in general seeks to help Managers by looking at 

concerns such as resources like new technology adoption 

practices to sew how they can be adopted. The dynamic 

environment scan is key and this theory assists in recognizing 

it as a key resource that the commercial based parastatals 

have to depend on to gain competitive advantage. By 

scanning the environment, barriers shall be avoided and thus 

organizations shall be geared to the future in improving the 

performance.  

In this study the resources are the stakeholders, 

technology, environment and organization structure which 

must be utilized by the commercial based parastatals to attain 
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competitive advantage. Board diversity which is one of the 

elements of composition of Board members is a resource 

since it is critical in strategic decision making, as a result of 

expertise and vast knowledge brought forth in execution of 

strategic roles. 

Agency Theory   
Mintzberg (2003) observes that the theory deals with the 

role of agents who are charged with the role of formulation of 

strategies by other stakeholders who have direct control of the 

firm. Gibbons (2004) refers to the agency theory as a very 

simple strategic management theory which deals with one 

person in charge called the principal and the worker or the 

agent on the other side. The shareholders are the principal in 

this case whereas the CEO is the agent, this explains the chain 

of command in business organizations. In this management 

theory the agent will take decisions and act on behalf of the 

principal and is expected to meet the goals of the principal 

(Jean et al. 2002). The agent therefore will meet his own 

interests as well as those of his principal in the organization.  

There is need for the agent to create a balance in serving 

the various interests to enable the organization achieve its 

objectives. This is because the agent is in charge of all the 

resources of the organization. The agent is charged with the 

crucial role of strategic management and formulation. The 

management is linked to various stakeholders including 

employees suppliers, customers, trade unions and even the 

Government by the firm. Proper coordination should be 

achieved between the management and its stakeholders for 

the achievement of a common goal. The agent theory is 

explained as the central approach to managerial behaviour. 

Krueger (2004) noted that formulation of strategy depends on 

a team tactic approach which flows from the corporate to 

functional levels of the organization. For the process to flow 

all levels of management; top to bottom as well as bottom up 

should have their inputs.   

The study observes that there should be involvement of 

all stakeholders by the CEO when formulating strategy for 

the firm. He should not work alone but need to get input from 

all levels of management in the organization. Information 

should be sought in task evaluation during strategy 

formulation after which the strategy should be proposed to 

the principals through the board for adoption then the 

carrying out the task that is strategy implementation as per the 

agreement for the attainment of competitive advantage. 

Chesbrough (2006) emphasizes that the agent must embrace 

synergy in his approach from strategy formulation to 

implementation in involvement of people of all levels of the 

organization. Strategic management programmes need the 

support of management without which they are bound to fail. 

This calls for the agent to synthesize his own goals with those 

of the organization. 

 Commercial based state parastatals in this case are the 

agents while the employees, customers, stockholders and 

even the Government are the Principals.There is thus an 

agreement made between the agent and principal on tems of 

service and the contract. This indicates that Commercial 

based state parastatals are expected to perform as per the 

agreement in the contract with the various stakeholders 

(principals). In line with  the objectives of this study, state 

parastatals are seen to be responsible in portraying good 

strategic change practices which will be geared towards better 

performance. The theory will be very crucial to the public as 

key stakeholders in provision of important information that 

shall impact the operations of these state parastatals. 

 The involvement will reduce conflicts and delays that 

are normally very costly in addition to the encouragement of 

good will and positive cooperation between parties involved. 

The agency theory stresses the important relationship that is 

expected to exist between the owners and the CEO’s who are 

the agents of commercial based state parastatals in ensuring 

the success of the organizations. 

In this study, commercial based parastatals with the 

central issue of strategic change practices, the Board will be a 

crucial monitoring device to ensure the problems that 

emanate from principal and agent relationship, are lessened 

through the mediating effect on the relationship between 

strategic change practices and performance of commercial 

based parastatals. Though Managers are supposed to be the 

agents of state parastatals, they should be monitored and 

checks and balances be instituted so that they do not abuse 

power in the process of their operations. 

Adaptive Organization structure practices and 

performance 

Understanding characteristics of organizations,   enables 

alignment of the structure with the strategies. Structures of 

organizations should be adjusted to match with the 

environment if an organization is to survive. In addition all 

their decisions have an effect to the environment. 

Parastatals for instance would adopt organic structures to 

enhance their performance of corporate social responsibility 

in environments characterized by high uncertainty but were 

less beneficial to parastatals in a highly stable and simple 

environment which required mechanistic structure Little 

(2006) argues that the adaptive cycle was called the structural 

adaptation to regain fit model (SARFIT) which explained that 

a firm was always initially in fit, then increased in 

contingency variable which produced misfit and reduced 

performance, and then structure was changed adaptively from 

misfit to a new fit which restored equilibrium and facilitated 

performance.  

Organizational structure refers to the internal design of 

authority, communication and interactions (Tompson, 2007). 

Goldhaber, Dennis, Richetto and Wiio (2004) considered 

organizational structure as a system of interactions and 

network of relationships and roles prevailing in the entire 

organization. Organizational structure therefore is portrayed 

as an essential aspect for achievement and maintenance of 

competitive advantage. This is attributed to the functions it 

performs of planning, organizing and coordination of all 

available resources aimed at fulfilling customer needs fully. 

Organization structure being involved in distribution of 

duties among labour units and coordinating units is very 

relevant to the growth of the organization. Despite the fact 

that different authors describe distribution of  duties, 

centralization, process of formalizing and departmentalizing 

are the commonly agreed dimensions that are used 

(Meijaard,Brand, & Mosselman, 2005).Value of resources is 

gauged on amount of support they give to the  strategy being 

pursued by the organization(Spanos & Lioukas, 2001).The 

argument implies that the influence of organization structure 

on the performance will be indirectly through competitive 

strategy pursued (Edelman, Brush & Manolova, 2005). 

According to Meijaard et al., (2005) Centralization refers 

to the extent through which decision making authorities are 

delegated through the entire organization. This is the contrast 

of decentralization.  

Formalization denotes the extent in which organization 

rules, authority, procedures, communication lines and even 

norms are defined. 
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Organization procedures are optimized and controlled by 

formalization accompanied with standardization and 

coordination. Departmentalization is usually determined by 

number of departments that are handling organizational 

activities or number of management levels (Brand & 

Mosselman, 2005).  A strong structure that is hierarchical 

constitutes ranks where managers determine the activities of 

subordinates towards achieving goals of the organization. 

More senior officers are responsible for supervising their 

junior staff. The structure supports the key tasks which 

eventually contribute to the organizational goals are 

accomplished (Geek, 2013) 

Concept of Performance 

Performance is the effectiveness of an object in 

producing outcomes in a manner determined in relation to a 

target/goal (Javier, 2002). When considering organizational 

performance; performance can be taken as an indicator in the 

financial fortunes of organization that occurs due to changes 

made by the management or the implementations of those 

decisions by members of that organization (Carton & Hofer, 

2010). Performance correlates to effectiveness and efficiency 

of an organization (Machuki & Aosa, 2011). Organizational 

performance has been discerned as the most important 

outcome in strategic management research (Combs Crook & 

Shook, 2005). 

 Contemporary strategic management research tries to 

come up with explanations on the sustenance of superior 

performance of organizations. The leading argument is that 

sustainable competitive advantage can only be achieved when 

a firm is executing a value creation strategy that is not being 

simultaneously executed by existing or future competitors. 

Competitive advantage which is sustainable therefore can 

only be realized when a firm is implementing a value creation 

strategy that is not being simultaneously implemented by any 

existing or future competitors and the inability of other firms 

to replicate the advantages of this strategy. Organizational 

performance measurement has of late received considerable 

attention. For organizations to accurately gauge their 

performance, there is need to re-engineer their systems of 

measurements to ensure that they conform to their prevailing 

strategies and environment.  

It is the circumstances of the organization being studied 

that determine the measures to use to represent performance. 

Most measures of organizational performance will however 

be based on profitability, financial, employee turnover, 

market based share (Carton & Hofer 2010), which are mostly 

inward looking. Many studies measure organizational 

performance on five perspectives as; profit; productivity; 

sales and market share; customer service and achievement of 

goals. In relation to profits many researchers use traditional 

accounting measures of profits. One of the most common 

indices of profitability is return on assets - ROA (Staw & 

Epstein, 2000).   

The existence of change practices positively impacts on 

organizational performance as they tend to contribute 

significantly on organizational competencies which in turn 

greatly boosts enhancement of innovativeness. According to 

Anantharaman (2003), maximization of organization 

performance is attributed to change management practices. 

Due to intensive competition, volatile product, market 

environments and shorter product life cycles, firms 

continuously look for newer sources to remain ahead of 

competitors, the most important one being variation in 

management practices, which have an impact in improving 

and determining an organization's continuity ( Kelliher & 

Perrett,2001). 

The importance of Change Management practices has 

dawned on most contemporary organizations. This realization 

is a crucial factor in the performance of an organization. 

(Rees, 2006). The ideal situation is to assume that however 

complex or contemporary the undertakings of a firm 

becomes, it will always be hard to maintain its expansion 

without effective strategies that complement its continuity. 

Conceptual frame work 
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3. Methodology  

The study adopted a cross sectional descriptive survey 

research design with both qualitative and quantitative 

approaches. Collection of data about phenomena is only 

possible through use of an appropriate research design that is 

applicable where there is time constraints which aid in 

description of occurrences of events or the provision of 

explanation of factors related to a particular organization 

(Saunders, Lewis, & Thornhill, 2009). A cross sectional 

descriptive survey research design is ideal to overcome 

budget and time constraints (Schindler & Cooper 2013).  

Commercial based parastatals was the target population 

given that they play a critical role in enabling economic and 

social transformation in the economies they operate, 

improving public service delivery as well as employment 

opportunities in various jurisdictions and are useful conduit 

for international partnerships (RoK, 2013). These 

organizations therefore have an inherent potential for 

enhancement of productivity and profits. The respondents of 

this study constituted human resource department, finance 

manager and chief executive officers of the commercial based 

state parastatals  who formed the unit of analysis. They were 

targeted as they are responsible for the smooth running of the 

corporations. This confirms the attribute of observable 

characteristics of the target population for which the 

researcher intends to generalize the study results (Mugenda & 

Mugenda, 2003). 

Table 3.1. Population Size. 

Type of Commercial based Parastatal Population Size 

Purely Commercial State Corporations 34 

Strategic Commercial State Corporations  21 

Total 55 

Source: RoK (2013) 

There are a total number of 55 commercial based state 

parastatals in Kenya. In order to draw a random sample of 

commercial based state parastatals. The research  confined to 

state owned entities as per the reclassification basing on 

October 9
th

, 2013 period. The state parastatals were 

reclassified to enhance service delivery in the public sector 

(RoK, 2013).  

Table 3.2. Sample Size. 
Type of Commercial based 

Parastatal 

Population Size             

Sample Size 

Purely Commercial State 

Corporations 

34                                          

30 

Strategic Commercial State 

Corporations 

21                                          

18 

Total 55                                          

48 

Source: RoK (2013) 

 

The date marks the appointment of a Presidential Task 

force on Parastatals whose mandate was to conclude the 

current policy review on the sectors with a view to address 

sectoral challenges to achieve Government policy priorities. 

The sample size was determined using the formula given 

by Miller and Brewer (2003) with a confidence interval of 95 

percent as given below:  

2)(1 N
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Where:  

N= sample size,  

N= sampling frame  

α = margin of error (0.05%) 

The formula gave us a sample size of 48 which was arrived at 

as follows: 
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Where:  

N= sample size,  

N= sampling frame  

α = margin of error (0.05%) 

The formula gave us a sample size of 48 which was arrived at 

as follows: 
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Table 3.3. Categories of Respondents. 

Management Position Target Population Sample 

Chief executive officers(CEO’s) 55 48 

Human resource managers 55 48 

Finance managers 55 48 

TOTAL 165 144 

Source: RoK (2013) 

Primary data for the research study was collected using 

both closed and open ended questionnaires 

Secondary data was used by the researcher through 

conduction of a detailed review of various literatures such as 

reports, marketing plans and financial statements of the target 

state parastatals. Secondary data was also obtained by the 

researcher from existing sources. Sources include magazines, 

company reports, documents, journals, and library books.  

The regression model for the study was as follows:  

Y= β0+ β1X1+ β1X1Z + ɛi.  

Where: 

iY  = Dependent variable (Performance) 

1X = Adaptive organization structure 

Table 4.1. Influence of Adaptive Organization Structure on Performance. 
 Strongly 

Disagree  

Disagree Neither Agree Strongly 

Agree 

Mean Standard 

Deviation 

The organization strictly operates routinely through 

formalized structures and processes 

0.8% 3.1% 11.8% 42.5% 41.7% 4.21 0.832 

our organization has a clear internal pattern of 

relationships, authority and communication 

7.1% 16.5% 11% 38.6% 26.8%    

3.61 

1.241 

All departments should be allowed to have their 

own structures which are unique 

3.9% 3.9% 17.3% 48% 26.8% 3.90 0.975 

duties and tasks within the organization are clearly 

indicated and boundaries set 

3.1% 7.1% 17.3% 45.7% 26.8% 3.86 0.998 

In our institution each employee holding a position 

of authority is responsible for a few subordinates 

4.7% 0.8% 20.5% 57.5% 16.5% 3.80 0.891 

The organization structures responds to changes in 

its environment effectively 

3.9% 4.7% 20.5% 53.5% 17.3% 3.76 0.932 

This structure of the organization supports the tasks 

hence ultimately contribute to the performance 

3.1% 3.9% 18.9% 48% 26%  3.9 0.941 
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i
= Regression coefficient for the Independent variable  

β0 = Constant or intercept (value of dependent variable when 

an independent variables are zero) 

 ɛ =     Error term 

XiZ= Product term/interaction term of Board members 

composition the independent   variables (X1,). 
4. Research Findings  

Influence of Adaptive Organization Structure on 

Performance 

To test on the influence of adaptive organization 

structure practices on organizational performance, the 

respondents were asked to indicate their level of agreement 

with different statements on technology adoption practices. 

The respondents were required to use a scale of 1 to 5 where 

1 is strongly disagree, 2 disagree, 3 neither agree or disagree, 

4 agree and 5 strongly agree  The purpose of this data was to 

determine whether the respondents felt that adaptive 

organization structure practices in place was sufficient to 

improve on the performance of the organizations. The 

findings of the study are as presented in Table 4.1. 

Table 4.1 represents the findings of influence of adaptive 

organization structure practices on performance of 

commercial based parastatals in Kenya. On whether the 

organization strictly operates routinely through formalized 

structures and processes, 42.5% agreed while 41.7% strongly 

agreed to the statement. A total of 38.6 % of the respondents 

agreed to the statement that organization has a clear internal 

pattern of relationships, authority and communication a 

further 26.8% strongly agreed to this statement. 

On whether all departments should be allowed to have 

their own structures which are unique, 48% of the 

respondents agreed to the statement while 26.8 strongly 

agreed. 45.7% agreed that duties and tasks within the 

organization are clearly indicated and boundaries set. 57.5% 

agreed that   each employee holding a position of authority in 

their organization is responsible for a few subordinates. A 

total of 53.5%% of the respondents agreed to the statement 

that the organization structures responds to changes in its 

environment effectively. On whether the structure of the 

organization supports the tasks hence ultimately contribute to 

the performance 48% of the respondents were in agreement 

with this statement. Overall, the results indicate that majority 

of the respondents are in agreement with the statements used 

to measure adaptive organization practices. This is given by 

the evidence of means ranging between 3.61 and 4.21. 

Similarly, standard deviation are in the range of 0.832 and 

1.241. This indicates that the responses showed little 

deviations from the mean. 

Organizational Performance 

To test the indicators for organization performance, the 

respondents were asked to indicate their level of agreement 

with different statements on the organization performance. 

The purpose of this data was to determine whether the 

respondents understood the procedures and processes that 

impacted on organization performance. The findings of the 

study are as presented in Table 4.2. 

Table 4.2 represents the findings of indicators on 

performance of commercial based parastatals in Kenya. On 

organization profitability has increased over the last five 

years, 28.3% agreed to the statement. A total of 28.3 % of the 

respondents agreed to the statement that the number of 

employees in the organization has increased over the last five 

years. On whether their organization has experienced an 

increase in number of branches over the last 5 years, 30.7% 

strongly disagreed to this statement while 28.3% disagreed.  

Table 4.2. Organizational Performance. 
 Strongly 

Disagree  

Disagree Neither Agree Strongly 

Agree 

Mean Standard 

Deviation 

Our firm profitability has increased over the 

last five years 

11% 17.3% 23.6% 28.3% 19.7% 3.28 1.272 

The number of employees has increased 

over the last five years 

8.7% 26% 14.2% 28.3% 22.8% 3.31 1.312 

Our firm has experienced an increase in 

number of branches over the last 5 years 

30.7% 28.3% 15.7% 15% 10.2% 2.46 1.338 

Our firm has experienced increased sales 

growth over the last 5 years 

11% 14.2% 15% 40.9% 18.9% 3.43 1.257 

Our firm has increased number of products 

over the last 5 years 

8.7% 11.8% 18.9% 41.7% 18.9% 3.50 1.181 

our firm has experienced increased market 

share over the last 5 years 

10.2% 19.7% 20.5% 37.8% 11.8% 3.21 1.193 

Our firm has experienced increased annual 

running expenditure over the last five years 

8.7% 12.6% 16.5% 41.7% 20.5% 3.53 1.201 

Over the last five years your organization 

has been able to achieve its goals in relation 

to organizational performance 

7.9% 15.7% 17.3% 37.8% 21.3% 3.49 1.214 

Table 4.3. Rotated Component Matrix
 
for Adaptive Organization Structure practices. 

 Component 

1 2 

our organization has a clear internal pattern of relationships, authority and communication which are understandable to all 

employees 

 .726 

All departments should be allowed to have their own structures which are unique to themselves in strategy change practices  .762 

duties and tasks within the organization are clearly indicated and boundaries set such that every employee knows what is 

required of him 

.813  

In our institution each employee holding a position of authority is responsible for a few subordinates .858  

The organization structures responds to changes in its environment effectively .907  

This structure of the organization supports the tasks hence ultimately contribute to the performance of the commercial based 

parastatal 

.891  

Extraction Method: Principal Component Analysis.  

 Rotation Method: Varimax with Kaiser Normalization. 

a. Rotation converged in 3 iterations. 
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In regard to the organization experiencing increased sales 

growth over the last 5 years, 40.9% of the respondents agreed 

to this statement. 41.7% agreed to the statement that their 

organization has increased number of products over the last 5 

years. 37.8% of the respondents agreed that their organization 

has experienced increased annual running expenditure over 

the last five years. 37.8% agreed that over the last five years 

your organization has been able to achieve its goals in 

relation to performance.  

A large number of the informants in the interviews 

indicated that they were satisfied with the organizations 

performance though a few expressed their dissatisfaction with 

the performance of their organizations. These informants 

cited that better performance would have been realized if they 

were allowed to go fully commercial. Majority of those 

interviewed came up with the following ways of enhancing 

organizations performance; intensifying employee training 

programmes, motivation among the staff in terms of 

improved working conditions and remuneration. Also 

engaging in aggressive advertisement to boost revenue and 

enhance survival in the competitive market conditions in 

addition to engaging in research and innovation of products 

geared towards consumer satisfaction. 

Adaptive Organization Structure practices Rotated 

Component Matrix
 
Results 

Table 4.3 gives the rotated component matrix for 

determinants of Formalization, Departmentalization and Span 

of Control. Component 1 was identified to be 

Departmentalization while Component 2 was seen to be 

formalization.  

Descriptive Results of retained sub variables of Adaptive 

Organization Structure practices 

Adaptive Organization Structure practices were assessed 

by two measures namely departmentalization and 

formalization. Descriptive data is given by Table 4.3 on a 

scale of 1 to 5 (where 5 = Strongly Agree and 1 = Strongly 

Disagree).  

Table 4.4. Descriptive Results of retained sub variables of 

Adaptive Organization Structure practices. 

Variable Mean Std. Deviation Cronbach's 

Alpha 

Departmentalization  3.8287 .8302 .905 

Formalization  3.7559 .8401 .763 

Table 4.4 shows that respondents on average agreed that 

departmentalization affect Adaptive Organization Structure 

practices with a mean of 3.8287. Respondents also agreed 

that formalization affects Adaptive Organization Structure 

practices with a mean of 3.7559. 

Cronbach’s alpha was used to test the reliability of the 

selected variables. Departmentalization had a coefficient of 

0.905. On the other hand formalization had a coefficient of 

0.763. Since the Cronbach’s coefficient is more than 0.7 the 

data is reliable. 

 

 

Adaptive Organization Structure practices and 

Performance Correlations   Results 

One of the tools used to determine the nature of the 

relationship between variables and to measure the strength of 

relationship between variables is Correlation analysis. In this 

research Pearson correlation coefficient was used to establish 

the relationship between departmentalization, formalization 

and performance of state parastatals. Table 4.5 gives 

correlation matrix between the measures of Adaptive 

Organization Structure practices and performance. 

Results show a significant positive relationship between 

departmentalization and performance, formalization and 

performance with a correlation coefficient of 0.288 and 0.532 

respectively and p-values of 0.001 and 0.000 respectively. 

This implies that Adaptive Organization Structure practices 

influence performance of state parastatals. 

Adaptive Organization Structure practices Data 

Normality Test Results 

One of the assumptions of linear regression is that the 

sample data must have come from a population that follows 

normal distribution. Several normality tests exist in the 

literature. However in this research the Kolmogorov Smirnov 

(K-S) one sample test will be used. In Kolmogorov Smirnov 

test the null hypothesis is that the data came from a normal 

distribution and the alternative is that the data didn’t come 

from a normal distribution. The rule is to reject the null 

hypothesis when the p value is less than 0.05 (the proposed 

level of significance). Table 4.6 presents the results of the K-

S test.  

Table 4.6. One-Sample Kolmogorov-Smirnov Test for 

Adaptive Organization Structure  practices. 
 Departmentalization  Formalization  

N 126 126 

Normal 

Parametersa,b 

Mean 3.8287 3.7559 

Std. 

Deviation 

.8302 .8401 

Most Extreme 

Differences 

Absolute .073 .103 

Positive .073 .090 

Negative -.071 -.103 

Kolmogorov-Smirnov Z .822 1.155 

Asymp. Sig. (2-tailed) .508 .139 

a. Test distribution is Normal. 

b. Calculated from data. 

Since the p value is more than 0.05 for the two cases we 

fail to reject the null hypothesis and conclude that the two 

data sets are normal. 

4.7.16 Durbin-Watson Test Results 

Another assumption of linear regression is that there 

should be no auto correlation.  

Table 4.7. Durbin-Watson (Autocorrelation) Results for 

Adaptive Organization Structure practices. 

Model    R R 

Square 

Adjusted 

R Square 

Std. Error of 

the Estimate 

Durbin-

Watson 

1 .572a .327 .316 .6589 1.7651 

a. Predictors: (Constant), Departmentalization, Formalization,  

b. Dependent Variable: Performance 

 
Table 4.5. Adaptive Organization Structure practices and Performance Correlations  results. 

 performance Departmentalization formalization 

performance Pearson Correlation 1   

Sig. (2-tailed)    

N 127   

departmentalization Pearson Correlation .288** 1  

Sig. (2-tailed) .001   

N 127 127  

Formalization  Pearson Correlation .532** .150 1 

Sig. (2-tailed) .000 .092  

N 127 127 127 

**. Correlation is significant at the 0.01 level (2-tailed). 
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One of the tests used for auto correlation is Durbin 

Watson test which checks for serial correlation (Yupitun, 

2008). 

Durbin Watson test takes values of between 0 to 4. A 

value of 2 shows that errors are not correlated. However, 

values from 1.75 to 2.25 are considered acceptable. Other 

scholars argue that value between 1.5 and 2.5 may be 

considered to indicate no presence of collinearity (Makori & 

Jagongo, 2013). Durbin-Watson value of 1.864 indicates that 

there is no autocorrelation. 

Adaptive Organization Structure practices and 

performance ANOVA Results 

Table 4.8 gives the analysis of variance of the study on 

Adaptive Organization Structure practices and performance 

of state parastatals. The results show that at least one of the 

measures of Adaptive Organization Structure practices 

(departmentalization and formalization) has a significant 

relationship with performance (F = 30.149, p = 0.000) as 

indicated in Model 1. 

When moderating variable (board composition) was 

introduced, the F value reduced (F = 18.039 with a p value of 

0.000) as indicated in Model 2. However the model still 

showed a significant relationship between the measures of 

Adaptive Organization Structure practices and performance. 

Table 4.8. Adaptive Organization Structure practices and 

performance ANOVA Results. 

Model Sum of Squares Df Mean Square F Sig. 

1 Regression 31.065 2 15.532 30.149 .000
b
 

Residual 63.883 124 .515   

Total 94.948 126    

2 Regression 35.286 4 8.821 18.039 .000
c
 

Residual 59.662 122 .489   

Total 94.948 126    

a.Dependent Variable: performance  

 b.Predictors:(Constant),departmentalization, formalization  

 c.Predictors: (Constant), departmentalization, formalization      

departmentalization & board composition, formalization & 

board composition 

Adaptive Organization Structure practices Goodness-of-

fit Model Results  

Table 4.9 shows that measures of Adaptive Organization 

Structure practices (departmentalization and 

Formalization)explains 32.7% of the variation in Performance 

of State parastatals. Other factors explain 67.3% of the 

changes on performance. This implies that the measures have 

a predictive power on the performance. 

Table 4.9. Adaptive Organization Structure practices 

Goodness-of-fit Model Results. 

Model R R 

Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .572
a
 .327 .316 .6589 

2 .610
b
 .372 .351 .6993 

The introduction of the moderating variable Board 

composition increases the coefficient of determination by 

4.5% to 37.2%. This implies the moderating variable 

influence is not very significant. 

Adaptive Organization Structure practices and 

Performance 

To determine the influence of Adaptive Organization 

Structure practices measures (departmentalization and 

formalization) the following hypotheses were stated: 

Hypothesis four 

H01:There is no statistically significant influence of Adaptive 

Organization Structure practices on the performance of 

commercial based state parastatals in Kenya. 

H0A:
There is statistically significant influence of Adaptive 

Organization Structure practices on the performance of 

commercial based state parastatals in Kenya. 

Regression analysis was conducted to determine the 

probable form of the relationship between 

departmentalization, formalization and performance. The 

regression model will also show whether the measures have 

significant influence on performance. The results are given by 

Table 4.10 

Table 4.10. Coefficients
  
for adaptive organization 

practices sub-variables. 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. 

B Std. Error Beta 

1 (Constant) .281 .408  .689 .492 

Departmentalization  .223 .078 .213 2.863 .005 

Formalization  .584 .087 .500 6.706 .000 

a. Dependent Variable: performance 

Table 4.11 shows the regression coefficients results of 

the Adaptive Organization Structure practices measures 

(departmentalization and formalization). Both measures were 

found to be significant at 5% level of significance with 

coefficients of 0.223 and 0.584 respectively and p-values of 

0.005 and 0.000 respectively. The resultant regression model 

is given by equation 4.3 as 

b. Y=0.223 +0.584 ………………………………..(4.3) 

When the two sub variables are combined into one 

variable, Adaptive Organization Structure practices, the 

resultant regression results are given by Table 4.11  

Table 4.11. Coefficients
 
for Adaptive organization 

Structure Practices. 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. 

B Std. Error Beta 

1 (Constant) .382 .418  .913 .363 

Adaptive .772 .110 .531 7.010 .000 

a. Dependent Variable: performance 

This implies that the null hypothesis is rejected and the 

alternative hypothesis is accepted. i.e. H0A is accepted since β 

≠ 0 and p-value<0.05. The regression model is summarized 

by equation 4.4 

Y = 0.772X1 ……………………………………………..(4.4) 

Where, X1 – Adaptive Organization Structure practices. 

It can be concluded that there is statistically significant 

relationship between Adaptive Organization Structure 

practices and performance of State Parastatals in Kenya.  The 

findings are in tandem with Warui (2016) who carried out a 

study on human resource information systems usage 

determinants in the Teachers Service Commission of Kenya 

and ascertained that organizational structure had a significant 

effect on its usage in its operations.  

To determine the moderation effect of Board 

composition on Adaptive Organization Structure practices 

and performance of commercial state parastatals, the 

following hypotheses were tested: 

Hypothesis Five 

H01:There is no statistically significant moderating effect of 

board composition on the Adaptive Organization Structure 

practices and performance of commercial based state 

parastatals in Kenya. 

H0A:There is statistically significant moderating effect of 

board composition on the Adaptive Organization Structure 

practices and performance of commercial based state 

parastatals in Kenya 

Moderated regression was done to Adaptive 

Organization Structure practices to find if measures 
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moderated with board composition have any significant 

influence on the performance of commercial based state 

parastatals in Kenya. Table 4.12 gives the results 

Table 4.12. Coefficients
 
for Moderated Regression model 

for Adaptive Organization Structure Practices. 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. 

B Std.  

Error 

Beta 

1 (Constant) .281 .408  .689 .492 

Departmentalization  .223 .078 .213 2.863 .005 

Formalization  .584 .087 .500 6.706 .000 

2 (Constant) .435 .419  1.039 .301 

Departmentalization  -.153 .411 -.147 -.372 .710 

Formalization  .630 .473 .539 1.330 .186 

Departmentalization 

& board composition 

.094 .123 .460 .770 .443 

Formalization & 

board composition 

-.020 .133 -.085 -.150 .881 

a.Dependent Variable: performance 

Results in Table 4.56 shows that the interaction variables 

have a p value of more than 0.05. This implies that the null 

hypothesis is not rejected.  

It can be concluded that there is no moderation effect of 

board composition on the Adaptive Organization Structure 

practices measures (participation in the change and support 

from stakeholders) and performance of commercial based 

state parastatals in Kenya.   

Conclusion  

The study results shows that adaptive organization 

structure practices has a significant and positive influence on 

performance of commercial based state parastatals in Kenya. 

Therefore adaptive organization structure practices of 

formalization and departmentalization are quite useful in 

organizations which are taking strategic change practices. 

Organizations therefore should operates routinely through 

formalized structures and processes and departments should 

be allowed to have their own structures which are unique to 

themselves in strategy. Duties and tasks within the 

organization should be clearly indicated and boundaries set 

such that every employee knows what is required of him. 

Recommendations  

Management Recommendations 

The study established a significant and positive 

relationship between adaptive organization structure practices 

and performance of commercial based state parastatals in 

Kenya. Formalization and departmentalization were noted to 

be the most important sub variables. Since the organizations 

strictly operates routinely through formalized structures and 

processes then it’s critical that clearer internal pattern of 

relationships, authority and communication which are 

understandable to all employees are established. Tasks within 

the organizations should be clearly indicated and boundaries 

set such that every employee knows what is required of him. 

Recommendation for Policy 

The study found that strategic change practices improves 

performance among commercial based state parastatals in 

Kenya. Therefore, commercial based state parastatals need to 

come up with policy guidelines that will lead to adoption of 

strategic change practices in order to cope with environmental 

uncertainties in the business organizations. Appropriate 

strategies should be designed to cope with changes and thus 

the organizations would be ensured improvement in their 

performance. The Government need to relook Boards 

appointments in order to have individuals who will add value 

and devote more time in the affairs of the organizations. The 

Government should also consider having more inside 

directors than outside who will be more keen in the activities 

of commercial based parastatals.This will definitely improve 

their role in these parastatals 

Areas for Further Research  

There is need of identifying a suitable combination of 

strategic change practices to enhance further  performance. 

Hence there is need for a study to be carried out to explore 

other strategic change  practices which would form a rich 

base for research results to determine if it will result in some  

different influence on organizational performance. Future 

studies could also shift the emphasis to  single strategic 

change practices to derive more specific evidence regarding 

the influence of  Strategic change practices on organizational 

performance 
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