THE EFFECT OF COMPANY PERFORMANCE AWARDS ANNOUNCEMENT ON
STOCK RETURNS OF FIRMS LISTED AT THE NAIROBI SECURITIES
EXCHANGE

BY

BYRON OCHIENG’ OWANO KONGERE

A RESEARCH PROJECT SUBMITTED IN PARTIAL FULFILLMENT OF THE
REQUIREMENT OF THE AWARD OF THE DEGREE OF MASTER OF BUSINESS
ADMINISTRATION, SCHOOL OF BUSINESS, UNIVERSITY OF NAIROBI

NOVEMBER 2016



DECLARATION

This research project proposal is my original work and has not been submitted for

examination in any other institution of higher learning.

BYRON OCHIENG’” OWANO KONGERE
D61/73118/2014

This research project has been submitted for examination with my approval as the

University supervisor.

MS. ZIPPORAH ONSOMU
Supervisor

Department of Finance and Accounting
School of Business

University of Nairobi.



ACKNOWLEDGEMENT
I would first like to thank all the lecturers at the School of Business, University of Nairobi for
sharing their knowledge and taking me through the entire MBA course, culminating to this
project.

To my brother, Wycliffe Otieno Kongere for his assistance during the data collection stage of

the research, his excellent advise, and indeed his support and encouragement.

Most importantly, | would like to extend my sincerest gratitude to my supervisor Ms.
Zipporah Onsomu for her invaluable expertise in finance and research, dedication to this

work, expert knowledge, motivation, patience, support and encouragement. God bless you.



DEDICATION

| dedicate this research project to my Father Tom Owano Kongere, a scholar and a
management scientist at The University of Nairobi, School of Business, alumni of The
University of Nairobi and The University of Warwick. An academic per excellence, who
has spent most of his life helping others achieve their dreams, sometimes sacrificing his
own. He is my main motivation for pursuing the MBA program as in his words | am his
legacy and therefore must play my part to protect it. That ‘God’s plan may be delayed
but never denied’. This research project therefore acts as a signal to him of better things

to come in accomplishing all his dreams as a father, a professional and a scholar.

| also dedicate this research project to my late Mother, Roselyn Enid Anyango Kongere,
a human resource and manpower development specialist and alumni of The University of
Nairobi and The University of Manchester. She taught me love, patience, joy, respect to
others and epitomised all that is good in my life. That she lives on, in me and my
children through our good deeds, kindness and compassion. That ‘we need to choose our
friends carefully and wisely and always be true to ourselves’. Thank you Mum for the
gift of life.

Lastly, | dedicate this research project to my wife, Eve Adhiambo Kongere. The only
person in this world who truly understands me, my short comings, my trials and
tribulations. That she remains true to me, always understanding and supportive. That my
children will learn through her, that hard work pays in the end, that we must strive for

honesty and equity in all that we do and most of all pursue our dreams to the fullest.

Above all, I wish to thank the Almighty God for seeing me through it all.



TABLE OF CONTENT

DECLARATION. ...ttt ettt b et nbe e be b be e b 1
ACKNOWLEDGEMENT ..ottt sttt ettt neesne e 2
11 ] (@ N I 1 ] N USRS 3
TABLE OF CONTENT Lottt 4
ACRONYMS AND ABBREVIATIONS . ......ooiie e 6
N = 1T I ¥ SRR SR 7
CHAPTER ONE: INTRODUCTION .....cccoiitiitiieseeie et ste et see e eee e steeee e sneessesneesneas 8
1.1 Background Of the STUAY.........ccviiiiice et re et sre e re e 8

1.1.1 Company Performance Awards ANNOUNCEMENL..........cccvvereeieeieereeieseesreeee e 9

1.1.2 StOCK Market RETUINS ......coviiiiiiiiiieieieiesie et 10

1.1.3 Company Performance Awards Announcement and Stock Market Returns......10

1.1.4 Nairobi Securities EXChange.........coooiiiiiiiiiiisisiee e 11
1.2 RESEAICH PrODIBIM ...t sttt st nn e 12
1.3 RESEAICH ODJECHIVE ..ottt sbe e be e be s reebesbeennesreares 13
1.4 ValUE OF the STUAY .....ooviiie et st s b e s e be s reebesbeeneenreates 13
CHAPTER TWO: LITERATURE REVIEW ... 15
2.1 FT oo 001 AT o USSR 15
2.2 Theoretical fFrAMEBWOTIK ..ot b e e e e 15

2.2.1 Efficient Market HYPOTNESIS .........coiiiiiieie e 15

2.2.2 The Random Walk HYPOThESIS .........ccuoiiiiiiiiiiieiineee e 16

2.2.3 Behavioural FINANCE .........coiiiiiiiiieiee e 16
2.3 Factors Affecting Stock Market RETUINS .........ooiiiiiieieee et 17

2.3.1 ECONOMIC FACLOIS. ....cveeiieitiiiie sttt sttt sttt nee s 17

2.3.2 NON ECONOMIC FACTOIS... ..ottt e 18
2.4 EMPITICAI REVIBW. ...ttt bbb bbbttt ettt bt 18
2.5 SUMMArY OF LItErature REVIEW .........oiviiiiiiiieiis sttt 21
CHAPTER THREE: RESEARCH METHODOLOGY .....ccccoveiiiieiieesie e 23
KT8 A 11 o [N o o SR 23
3.2 RESEAICN DBSIGN...c.viitieieite ettt ettt e et e e st e e te e e sbe e s e e be e Rt et e s be et e abeere e beaneerenre e 23
3.3 Population OF the STUAY ........coi it besre e nre e 23



K DT - W 0] | [=Tox £ o]0 NSRRI 23
3.5 DALA ANAIYSIS ..ottt et et et e re et e nreera e renreerenre e 24

CHAPTER FOUR: DATA ANALYSIS, PRESENTATION & INTERPRETATION ...27

AL INEFOUUCTION ...ttt b bt bbb et b bbb nen e 27
4.2 Data presentation and INtErPretation. ...........ooviiriiiieieeee e 27
4.3 Cumulative Abnormal RetUrNS ANAIYSIS ........cociiiiiiiieieeee e 38
4.4 HYPOTNESIS TESTING. ...eeveetiieite sttt b et e ettt bbb n e 39
4.4. Discussion Of ReSEArch FINAINGS ......ccvoiviiiiiiiiiiie i 43

CHAPTER FIVE: SUMMARY, CONCLUSION, LIMITATIONS AND SUGGESTION

FOR FURTHER RESEARCH ......ooiiii e 46
ST gL (oo L1 o o OSSPSR 46
5.2 SUMIMAIY .ottt ettt sttt sttt et e e s bt essbe e es b e e e s be e e anbe e e abe e e bee e enbe e e esbeensbeesnbeeesnbeeenneens 46
TR I O] Tod (113 o] [ OSSPSR 47
5.4 Limitation OF Tthe STUOY ........cviiiiiiieie et 47
5.5 RECOMMENUALIONS. ... ..eiiiieeie ittt e e st et e e sre e s e e besneeseesteeeesbeeseentesneeneenreens 48
5.5 Suggestion for FUMher reSEAICH .........cc.oiiii s 48
REFERENGCES ...ttt e et e e e s e e e s e e e nnaeeannes 50
APPENDICES ... oottt st e e et e e e naa e e e ae e e e aae e e neeeeneeeanaeeas 53
Appendix I: Criterion for assessing companies at the COYA ... 53
Appendix II: List of NSE firms per category at the COYA between 2006-2013 ............ccccceveeverieennnn 53
Appendix HI: Listed firms that have won the COYA between 2006-2015 .........ccccooveveieeveieeienieenn, 54
Appendix IV: NSE Listed firms per category at the COYA between 2006 - 2015 .........c.cccceevevernenenn 54



ACRONYMS AND ABBREVIATIONS

ARit Abnormal Returns

AARIt Mean Abnormal Returns

ACARIt Mean Cumulative Abnormal Returns
BBK Barclays Bank of Kenya

BCL Bamburi Cement Limited

BEM Business Excellence Model

BRITAM British -American Investment Company (K) Ltd
CARit Cumulative Abnormal Returns

CEO Chief Executive Officer

CMA Capital Market Authority

COYA Company of the Year Awards

DP Deming Prize

EFQM European Foundation for Quality Management Excellence Model
EMH Efficient Market Hypothesis

FMS Financial Management System

ISO International Standardisation Organisation
JHL Jubilee Holdings Limited

KIM Kenya Institute of Management

MBNQA Malcolm Baldrige National Quality Award
MSC Mumias Sugar Company

NMG Nation Media Group

NSE Nairobi Security Exchange

OPI Organisation Performance Index

QMS Quality Management System



ABSTRACT
This paper examines the effect of Company Performance Awards announcement on share
returns of firms listed at the Nairobi Security Exchange (NSE), in particular the effect of the
Company of the Year Awards (COYA) organised by Kenya Institute of Management (KIM).
The research focused on listed firms that won the awards either as an overall winner, first or
second runner up between the period 2006 and 2015. A descriptive design using the event
study methodology was undertaken with secondary data obtained from the NSE and KIM.
The information included announcement dates of the awards and the stock market returns.
The event window comprised 5 days before and five days after the event with an estimation
period of 45 days using the standard market model. Abnormal returns were calculated and

test for significance conducted.

The finding of this research is that the announcement of winning the Company of the Year
Awards does not result in statistically significant abnormal returns at the NSE and concludes
that the Company of the Year Awards announcements have no effect on stock returns. This is
very consistent with the semi-strong form of the efficient market hypothesis (Fama, 1970)
which asserts that security prices reflect all relevant information that is publicly available and
the random walk theory (Fama, 1965) which posits that sometimes prices may actually adjust
in anticipation of new information even before this is available to the market. In only the year
2015 however, when Jubilee Holding Limited (JHL) won, the abnormal returns were
statistically significant therefore the Company of the Year Awards announcement had an

effect on the share returns on that particular stock.

This research suggests based on the findings that investors at the NSE are more recently
taking cognizance of the critical need to improve organisational performance, need to remain
competitive by benchmarking with the best in class, and need to assure continuous
improvement. That firms that implement tools such as the Business Excellence Models
(BEM) to improve performance and eventually win national awards in the current times send
a stronger signal to the market leading to increase in shareholders’ value. This research
therefore recommends listed firms to participate in Company Performance Awards and use
this as an avenue of sending a strong signal to the market on their internal management
qualities and reinforce their commitment to continually improve the firm’s performance. This
may have a positive influence on their share performance in the stock exchange in the short

run.



CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

Corporations in the world are today faced with an environment that is globally competitive,
complex and dynamic necessitating the implementation of programs to enhance on
productivity, performance, product quality and service levels. Many companies are therefore
implementing business excellence models (BEM) to improve their success in the market
place (www.kim.ac.ke/OPI). To assist firms to evaluate performance of their BEM, many
quality promoting organisations today have developed national company performance
awards. According to Ndirangu (2008), winning such an award enhances a company’s image
because the recognition received from the media improves sales which translate to profits and
in the long run shareholders wealth. This means that investors perceive the awards as good
for the company. However, due to the agency problem and information asymmetry,
shareholders will always be sceptical of projects that require substantial cash outlay and will
only allow investment on programs whose effect on shareholder value can be demonstrated.
A good way of assessing the superiority of such a project therefore, is to quantify its effect on
the share returns.

This research is anchored on three theories critical in understanding how the stock market
reacts to new information. These are the efficient market hypothesis (Fama, 1970) random
walk (Fama, 1965) and behavioural finance (Shiller, 2000) theories. Fama (1970) advances in
the efficient market hypothesis that at any moment in time, intrinsic value of individual
securities already incorporates the effects of information based both on events that the market
anticipates in the future or which have already taken place. Fama (1965) also suggests the
theory of random walks which implies that a series of stock price changes does not depend on
historical trends of stock performance and that sometimes prices may actually adjust in
anticipation of new information even before this is available to the market and the earning
prospect of the security is contingent on such fundamental factors as effectiveness of a firm’s
managers, the economic environment and the industry performance etc. The reality however,
is also that that emotional and psychological factors (behavioural finance) may also influence
share valuation and it is important to also take them into consideration when evaluating the

effect of share prices.



Companies listed at the Nairobi Securities Exchange (NSE) have embraced BEM and are
consequently taking part in the Company of the Year Awards (COYA) in large numbers.
Since its inception, 21 out of the 65 listed firms (or 32%) have participated in the awards; an
indication of its growing popularity as a way of benchmarking on business excellence with
competition to ensure a competitive edge. In that time, there have been 13 awards won by the
listed firms either as winners or runners-up of the prestigious award. The winning companies
have used the winning announcements to advertise themselves in the media and company
websites ostensibly to send a signal to the market. In this way, the managers of these listed
firms provide credible information to the market of their superiority as high quality firms and

this information is important and may influence stock valuation.

1.1.1 Company Performance Awards Announcement

Company performance awards are annual competitions that assess competing firms in pre-
defined criterion on quality, and winning firms are those submissions that best fulfil the
conditions of the award models. The model that is generally used is the Business Excellence
Models (BEM) which is a management technique that support organisations to motivate
thought and deed in a more methodical and organised way thus enhance performance. The
models focus on all operations and processes of an organisation and precisely, factors that
boost performance (see Appendix I). Several company performance awards in the world use
BEM and include The Deming Prize (DP) of Japan, European Foundation for Quality
Management Excellence Model (EFQM) and Malcolm Baldrige National Quality Award
(MBNQA) of the USA. Those in Africa include Egypt Quality Awards, South African
Excellence Model, Company of the Year Awards in Kenya and National Quality Awards in

Mauritania.

According to Alonso-Almeida (2011) empirical evidence shows that participating firms are
positively impacted by the process of implementing BEM and that award winners are those
committed to on-going improvement and excellence. Essentially, the efforts deployed to
attain the company performance awards (and the winning announcement) makes those firms
more competitive and contributes to solidifying their position to operate more efficiently, and
that the award also provides good marketing and helps improve the public image of the
winning firm. Such a firm is perceived as more steadfast and responsible, and this enhances

its profitability.



1.1.2 Stock Market Returns

Stock market returns are realised when an investor acquires stock from a company and in turn
generates some profit from their investment in the stock. The returns could be dividend or
capital in nature. Therefore depending on the dividend policy set and annual profitability,
firms distribute a portion of their annual earning as dividends to its shareholders. But the
stock prices may also appreciate over time resulting in capital gains which usually crystalizes

on disposal of the shares at a greater value than the acquisition cost thereby returning a profit.

MacKinlay (1997) provides two categories of models for measuring the normal returns of a
given security. These categories are the statistical and economic models. Statistical models
include constant mean return model, market model and factor model. These models are based
on the assumptions that assets returns are jointly multivariate normal, independently and
identically distributed throughout the period under consideration. Economic models include
the use of valuation models such as the Capital Asset Pricing Model (Sharpe, 1964) or
Arbitrage Pricing Theory (Ross, 1976); it is hence possible to investigate whether the actual
return on a security is in line with the security rate. According to Fama (1965) if actual price
tends to move towards intrinsic value, then attempting to determine the true value of a
security is equivalent to attempting to make a prediction of its future value; and this is the

essence of the forecasting technique inherent in fundamental analysis.

1.1.3 Company Performance Awards Announcement and Stock Market Returns

Company performance awards provide a framework which organisations can use to
demonstrate their superiority as a result of implementing BEM. Hendricks and Singhal
(1996) posits that the pronouncement of winning the prestigious awards delivers important
information which is incorporated in share prices and effectively communicates to investors
the value attached to the programs. Fama (1965) observed that the intrinsic values (of
securities) can themselves adjust through time as a result of fresh news and investors will
usually respond by holding on to the company’s shares, selling or buying. The reaction by

investors will affect the demand or the supply of the shares resulting in price movements.

Empirical evidence however suggests that it may not be possible to predict how the share
prices will be impacted by the announcement of winning a company performance award.
Hendricks and Singhal (1996) showed that stock markets reacted positively to the winning

announcement resulting in mean abnormal returns of between 0.59 and 0.67 on the day of
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announcement signifying the information content of the award, while Przasnyski and Tai
(2002) results reinforced the semi strong EMH stating that winning the award was not
surprizing and consequently already reflected in the share value, therefore no price change
was reported after the announcement. Wali and Boujelbene (2011) on the other hand
concluded that implementing quality programs has no significance in organisational
performance in effect therefore no price movement should be expected. On the basis of the
conflicting information, it seems quite difficult to conclusively forecast the signalling effect

of winning a company performance award.

1.1.4 Nairobi Securities Exchange

The NSE operated as a professional body for stock brokers registered under the Societies Act
until the 2012 when it was demutualised and listed under the Investments Services category.
To date the NSE has 65 listed firms categorised into 11 different groups which include
Telecommunication and Technology, Construction and Allied, Agriculture, Commercial &
Services, Banking, Energy and Petroleum, Automobiles and Accessories, Investment,
Insurance, Investment Services, Manufacturing and Allied. It is governed by the Capital
Markets Authority (CMA) whose aim is to protect investor interest and develop all aspect of

the capital market.

The Company of the Year Awards was introduced as an assessment and reward program for
organisational performance in the year 2000 by Kenya Institute of Management (KIM). It is
an annual program that pursues identification and public recognition of firms that epitomise
excellence and business ethics in their management practices. Company of the Year Awards
uses the Organisation Performance Index (OPI) to review the performance of participating
companies. This BEM uses seven global determinants (see appendix 1.) designed to ensure
that organisations are outlining and implementing strategies deliberate to meet the needs of
all interested parties to the business. Organisations are then evaluated according to indicators
definite to their particular business segment and industry and their performance and
competitiveness appraised against peers. This is an annual event and the winning company is
announced to publicly celebrate excellence in  organisational management

(www.kim.ac.ke/OPI).

In Kenya, many listed companies have implemented BEM and participated in the Company
of the Year Awards since its inception. 21 out of the 65 listed firms have participated in the
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company performance awards (see appendix V) and consequently 13 awards won by the
listed firms (see appendix Il) either as overall winners or runners-up. Similarly, the firms
have won numerous criteria awards including Manager of the year and CEO of the year
awards. The listed companies by nature of their regulatory framework and operational
standards governed by the CMA are poised to play vital part in the growth of the Company of
the Year Awards especially with non-listed firms benchmarking themselves to their listed

counterparts therefore improving level of competitiveness and performance.

1.2 Research Problem

Firms go through a rigorous process while preparing to participate in company performance
awards. This involves gap analysis designed to spur innovation, better understand customer
needs and benchmark management practices with international standards all aimed at
operational excellence and translating to improved financial performance. Winning an award
and the extensive media coverage that follows naturally relays a positive indicator to the
market, and this is the outlook of most listed companies; that this positive signal translates to
better share performance. However, owing to their very nature, the winning announcement by
a listed firm is rarely unexpected attributable to the continuously tracking of their
performance by the market. Any resulting improvement in performance (due to implementing
the BEM) is for that reason quickly incorporated in share prices and by the time the winning
announcement is made, the price will have adjusted appropriately supporting the semi-strong
efficient market hypothesis (Fama, 1970). But share returns are also affected by investor
overenthusiasm and overreaction to new information which may lead to price distortion, and
in effect may also interfere with the signal received in the market (Sheifer, 2000; Shiller,
2000).

In Kenya, since inception of the Company of the Year Awards in 2000, 172 companies have
participated in the award out of which 21 are listed firms. This is 32% of all the listed firms at
the NSE, 13 of which have won awards. The banking and commercial category of the NSE
have taken a lead in enrolling more participation with growing interest from the other
categories over the years. With more firms expected to participate, knowledge of the effect
of winning an award on share returns becomes an important consideration for listed firms and
may in fact motivate participation. This is an area that deserves further research particularly

in the context of the NSE. A recent study by Ndirangu (2008) acknowledged key limitations

12



in her study; that during the period of review which was 2000 to 2007, very few listed
companies participated in the awards and for those that participated there was inconsistency
in participation making it difficult to draw any meaningful conclusion from the study.
Further, the researcher recommended new studies categorising the companies depending on
their market segments at the NSE and further research to find out why most of the
participating companies were not listed firms. With a surge in participation of listed firms in
the Company of the Year Awards over the last 10 years, further studies on this subject is
therefore necessary at the NSE.

Available finance literature is cognisant of the fact that this subject has been debated and
researched by many academicians, mainly in developed countries. However the outcomes are
inconsistent therefore; there is need to explore the subject further for better understanding
particularly in the NSE context. There is a set of empirical studies that provide proof of
significant abnormal returns on the announcement of winning a company performance award
(Hendricks & Singhal, 1996; Ndirangu, 2008; Bu, Tang, & Tian, 2012; Lin & Sue, 2013;
Alber, 2013). Another body of literature conversely suggests that winning the award is not
unexpected and already reflected in the market prices therefore no abnormal returns are
reported (Przasnyski & Tai, 2002; Cheah, 2005; Gupta & Dwivedi, 2012), while a third set of
studies conclude that implementing quality programs has no significance (Wali &
Boujelbene, 2011; Muturi, Ochieng & Njihia, 2015). On the basis of the conflicting
information, it seems quite difficult to conclusively predict the effect based on available
literature. The motivation of this research, is to enable a better understanding of phenomenon
and to seek answers to the questions; what is the effect of Company of the Year Awards

announcement on share returns of firms listed at the NSE?

1.3 Research Objective

To determine the effect of Company of the Year Awards announcement on share returns of
firms listed at the NSE.

1.4 Value of the study

The research provides a critical insight for policy makers at the Capital Markets Authority for
initiatives focussed on identifying and discouraging speculations at the bourse. The
regulations should encourage complete and timely release of information to the market,
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monitor trading operations and put in place programs to educate the public on the essence of
proper analysis of share performance. This is fundamental to the reduction of speculative
activity at the capital market, thereby eliminating tendency of investor over-reaction and
under-reaction which are the recipes for burbles in the market causing price distortion.

The findings also offer general impetus for listed companies to understand the financial
implications of implementing BEM. These projects require large cash outlay that could result
in the agency problem if not properly communicated. More so, there is no assurance that
implementing BEM projects will lead to better financial performance. This study will
endeavour to try and link implementation of BEM projects to performance, ultimately
resulting to winning of a company performance award and effect of that on share returns.
With the growing popularity of the Company of the Year Awards in Kenya, the outcome of
this study will definitely impact on future participation by listed firms; while at the same time
will provide financial analysts the impulse to review BEM undertaken by organisations as a

factor that could influence pricing.

The study will also impart knowledge in the finance discipline, more specifically on
information content of financial decisions and efficiency of the stock markets. This will be of
immense benefit to scholars and students of finance and economics who may be interested in
carrying out more research in this area. Ideally it will also contribute to academic discussion
on financial signalling of implementation of BEM and testing for the semi strong form of the
EMH.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

Chapter two is organized in three segments. The first segment contains the theories of share
price behaviour, the second shows the empirical studies on the effects of winning company

performance awards on stock prices and the third part is the literature review summary.

2.2 Theoretical framework

Theories have been developed which explain the signalling effects of events on share returns.
The models include efficient market hypothesis (Fama, 1970), random walk theory (Fama,
1965) and behavioural finance theory (Shiller, 2000; Shleifer, 2000). These are explained as

follows:

2.2.1 Efficient Market Hypothesis

According to Fama (1970), the key concern of any stock exchange is the allocation of the
economy’s capital stock. Ideally, it is the place where security values relay precise signals for
the allocation of resources. A place in which useful investment choices are made by firms and
investors make shareholding decisions on belief that share prices at any time completely
reflects existing information. Such a place in which share values always reflect available

information is known as an efficient market.

According to Fama (1970) in an efficient market, any anticipated effects of the price
influencing factors should occur at the time of occurrence or shortly after. This is because
there is no anticipation of such effects and no delay in the appearance of this effect once the
announcement is made. Fama (1970) specified the forms of informational efficiency as strong
form efficiency, semi-strong form and weak form. The strong form of market efficiency
asserts that share values reflect information that is known to any player in the market place
both in the public domain and privately while in the weak form, share values completely
reflect the information contained in an array of past (historical) prices. The semi-strong form
which is the focus of this study, affirms that share prices reflect all significant information
that is publicly available. No market can however be perfectly efficient and what exists is a

variation of the above forms of market efficiency.
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2.2.2 The Random Walk Hypothesis

Fama (1965) suggests that the theory of random walks which implies that a series of stock
price changes does not depend on historical trends of stock performance and that sometimes
prices may actually adjust in anticipation of new information even before this is available to
the market. The earning prospect of the security is also contingent on such fundamental
factors as effectiveness of the firms’ managers, the economic environment and the industry
performance. The prospective paths of the security values are no more foreseeable than the
path of a sequence of aggregated random numbers. In an efficient market on average, rivalry
will result in the full impact of new information on security value to be reflected instantly in

pricing.

According to Fama (1965), because there is ambiguity or doubt surrounding fresh
information, the instant adjustments has two repercussions; First, security values will initially
over-adjust to variations in the intrinsic values as often as they will under-adjust. Second, the
delay in the complete changes in actual price to succeeding new intrinsic value will itself be
independent and randomly variable with the adjustment of actual prices sometimes coming
before the happening of the event, which is the basis for the adjustment in pricing (that is,
when the event is foreseen by the market before it actually happens) and sometimes after it
happens. This means that the instant adjustment property of an efficient market implies that
succeeding price changes in individual securities will be independent. A market where

successive price changes are independent is, by definition a random walk market.

2.2.3 Behavioural Finance

The critism of the EMH resulted in more research by scholars to better understand how
markets react to financial events and their implication to stock prices. Shleifer (2000)
introduces a different approach to the study of capital markets called the behavioural finance,
which starts with an observation that the assumptions of investor rationality and perfect
arbitrage are significantly challenged by both psychological and institutional evidence. In
actual capital markets, investors who are not fully rational trade against profit seekers whose
wealth are limited by risk aversion, short horizons, and agency problems. He presents models
of such inefficient markets. According to Shleifer (2000), behavioural finance models
elucidate the existing financial statistics better than the EMH and generate new practical
predictions. These models can account for such anomalies as the superior performance of

value stocks, the closed end fund puzzle, the high returns on stocks included in market
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indices, the persistence of stock price bubbles, and even the collapse of several well-known
hedge funds in 1998. By summarizing and expanding the research in behavioural finance, he
builds a new theoretical and empirical foundation for the economic analysis of real-world

markets.

Shiller (2000), further expounds the concept. He observed that the stock market in the
nineteen nineties was facing a great swell in stock values, that there was something
profoundly irrational but subtle. This could only be described as irrational exuberance, the
psychological basis of a speculative bubble. He defines a speculative bubble as a situation in
which news of rise in prices results in investor enthusiasm, which spreads by psychological
contagion from investor to investor, in the process magnifying stories that might validate the
rise in prices and result in attracting a larger category of investors, who, regardless of
uncertainties about the true value of an investment, are attracted to it partly through desire for
others’ successes and also through a gambler’s excitement. It is a phenomenon which results
in high levels of stock market prices with investors not sure if the price levels make any
sense, or whether they are indeed as a result of human bias. The market seems unsure
whether the high price levels of the stock market might reflect unwarranted optimism which
may have clouded investor judgement and affected decision making. It is a situation where

the investors are unsure what to make of any price adjustments.

2.3 Factors Affecting Stock Market Returns

The capital market pools resources by providing a variety of investment vehicles thereby
enabling investors to fund and expand their businesses. This can however be affected by

changes in the macro environment factors, but also non-economic factors.

2.3.1 Economic Factors

Aurangzeb (2012) identified the factors affecting performance of the stock exchange in South
Asia including foreign direct investments and exchange rate as having a significant positive
impact while interest rates having a negative but significant impact. The results however
indicated an insignificant but negative impact on inflation. A similar study in Kenya by
Ouma and Murui (2014) found money supply, and inflation to be major determinants on
returns at the NSE, exchange rate having a negative but significant impact while interest as

not important in determining long run returns. The observations indicate the need for
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regulatory authorities to closely monitor the macro economic factors to protect investments at

the bourse.

2.3.2 Non Economic Factors

Changes in non-economic factors also have an effect on the performance of stock returns;
these include politics, world events, natural disasters, demographic and weather changes.
Studies show that presidential elections impact markets differently, Wong and McAleer
(2009) noted that in the 4 year presidential election cycle in the US, returns would reach a
trough significantly in the second year and a peak in the third year, a phenomenon known as
political business cycle (PBC), which was missing in Germany according to Jorg (2006).
Murigi (2009) study on stock returns during three election years in Kenya, that is, 1997, 2002
and 2007; indicated that in 1997 and 2002 abnormal returns were positive before the elections
took place and became negative thereafter. In 2007 election year the abnormal returns

remained positive before and after the election.

World events like hosting of the Olympic Games have been associated with money inflows
which boost the hosting countries economy and impacting all industries, especially
infrastructure (Veraros, Kasimati and Dawson, 2009). Other factors like changes in weather
conditions have a direct impact on agricultural produce and therefore influence performance
of the agricultural and related segment of stock markets, similarly changes in population
demographics may result in increased demand for certain products therefore resulting in
better stock performance, a good example is the uptake of mobile telephony by the youth
contributing in better performance of telecommunication and technology segment. Therefore
it is evident that indeed non-economic events also affect share returns, the impact of which

may need to be taken into consideration during analysis.

2.4 Empirical Review

Hendricks and Singhal (1996) examined the impact of winning a quality award on the market
price of the firm by estimating the average abnormal change in share prices on firms. The
sample represented award winners from over 140 different award givers but restricted to 600
publicly quoted firms in the United States and an event study methodology was used. The
results show that the stock market reacts positively to winning announcement and statistically

significant mean abnormal returns on the day of the announcement ranges from 0.59% to
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0.67% conditional on the model used to generate the abnormal return, with the reaction

stronger on smaller firms and firms that won awards from independent organisations.

Przasnyski and Tai (2002) undertook an empirical study of stock performance of Malcolm
Bridge National Quality Awards (MBNQA) winning companies in the United States between
1988 and 1998. This was done by carrying out an event study. The sample considered only
publicly traded companies in the period reviewed. The results supported the semi strong
efficient market hypothesis and stated that since the winning companies had taken several
years to transform, winning the award was not unanticipated and therefore already

incorporated in the market prices.

Cheah (2005) undertook an event study to examine the effect of the announcement of
winning The Prime Minister Quality Award (PMQA) on stock performance. In the period
under investigation, that is 1990 to 2003, there were only two companies quoted on the Kuala
Lumpur Stock Exchange. It was found that the announcement of the results did not yield any
statistically significant abnormal returns to the market participants holding or trading the

securities concerned.

Ndirangu (2008) conducted an event study to establish whether or not the Company of the
Year Awards announcements have any effect on share prices for firms listed in the Nairobi
Securities Exchange. The study looked at the performance of all listed companies that
participated from 2000 to 2007. The results of the study showed that when a listed company
participated in the Company of the Year Awards, the accumulative adjusted abnormal returns
were affected depending on whether the company won or not. Holding other factors constant,
the results indicated that a company that won an award has positive cumulative adjusted
returns as opposed to a company that lost; however, the study could have been affected by
other anomalies such as weekend and Monday effect.

Wali and Boujelbene (2011) undertook an empirical study on the cultural influence of quality
management implementation and financial performance in Tunisian firms. The study
examined the relationship between quality management implementation, financial
performance and corporate culture of Tunisian manufacturing firms. A population included
130 certified Tunisian manufacturing companies that registered for 1ISO 9000:2000 in 2003
and 2004. 70 Tunisian companies were tested using structured equations. A causal analysis
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showed no significant and direct effect of quality management implementation on operating

income or sales, but a negative but direct effect on Return on Sales or Return on Assets.

Gupta and Dwivedi (2012) undertook an empirical examination of the impact of excellence
model awards on security market performance of selected Indian firms. They sampled all
companies with excellence awards/prizes at the Nifty 50 index over a period of seven years
and used the Consistency Score (CS), a new variable as an indicator of consistent financial
performance. The empirical study found that the performance of those companies that have
achieved excellence awards in India or excellence prices do not show in clear terms that they

gain advantage for shareholders in stock markets over benchmark indices.

Bu, Tang and Tian (2012) based their empirical data from the Chinese security markets and
by using an event study methodology investigated the relationship between quality awards
and the market performance of quoted companies that have won quality awards from 2001 to
2009 in China. Their finding showed that in the short term, the winner would get significantly
accumulated abnormal high returns, which differed due to risk in investments, the company’s

size and the prestige of the awards.

Lin and Sue (2013) undertook an empirical study on the Taiwan National Quality award and
market value of the firms. The research examined the share valuation of companies that
employed programs focused on quality improvement, and used Taiwan National Quality
Awards as the indicator of its implementation. An event study methodology was used to
measure the stock price effect on quality awards announcement. The results show that
abnormal returns reacted positively to award announcements; this however did not happen on
the announcement day. On increasing the number of event days and micro-analysing
individual award winners, it was noted that three quarters of the winners of the award
reported positive average abnormal returns indicating that the implementation of an effective

quality improvement program could provide a long term return to the market value of firms.

Alber (2013) analysed the effects of quality announcements on performance of Egyptian
quoted firms. It was carried out by the event study methodology using announcements of
international and national quality accreditations during the period from 2006 to 2012. The
research population included all events of announcement regarding quality competitive
advantage, which were announced by quoted firms in the Egyptian stock exchange through
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the period beginning 2006 to 2012. The research sample included 11 events which
comprised ISO accreditation and quality award announcements. The results showed that the
information content of competitive advantage has a positive effect on abnormal returns of

firms quoted in Egyptian exchange.

Muturi, Ochieng and Njihia (2015) undertook an empirical study to establish effect of 1SO
9001 implementation on performance of organisations in Kenya. It targeted firms quoted on
the Nairobi Securities Exchange. Secondary data from the Nairobi Securities exchange was
collected from 19 organisations. Data was collected on turnovers, net profit and net assets
between 2010 and 2013. Results of the survey reveal that ISO 9001 certification influences
return on net assets of the firms, consequently impacting performance. On the other hand, for
net profit and turnover, there were no significant difference between the ISO 9001 certified
organisation and the ones not certified, and also no significant differences across sectors of

companies reviewed in the survey.

2.5 Summary of Literature Review

Information signalling in the stock market may be done intentionally or unintentionally
pronounced in the outcomes of a firm’s actions. The winning announcement of a company
performance award is one such action that sends signals to the market. From one perspective,
researchers have provided evidence that winning a company performance award sends a
positive signal to the market resulting in abnormal returns (Hendricks & Singhal, 1996;
Ndirangu, 2008; Bu, Tang & Tian, 2012; Lin & Sue, 2013; Alber, 2013), while another set of
studies provides evidence that the signal is neutral as it is not unexpected therefore by the
time the announcement occurs, the market is already privy to the information and which has
already been incorporated in share valuation with no abnormal returns being reported (Wali
& Boujelbene, 2011; Muturi, Ochieng & Njihia, 2015). There is therefore no consensus on
this matter. The efficiency of the stock markets are also affected by irrational behaviour
exhibited by investors which may distort pricing (Shleifer, 2000; Shiller 2000). This makes it
even more difficult to predict how share prices will respond to the announcement or the
extent to which the information content of the same is distorted and therefore affect

valuation.

With most of the research on the subject matter limited to other security exchanges and those

focussing on the NSE hardly available; and also due to the surge in participation in the
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Company of the Year Awards by listed firms in Kenya, this research will provide great
insight into the information content of the winning announcement. It is this need to

investigate the phenomenon that is the motivation for this research.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

Chapter three covers research design, population, data collection method and data analysis
that was used in this study.

3.2 Research Design

A descriptive design using Event Study Methodology was adopted in this study. According to
MacKinlay (1997) event studies are well-established tools which use security market data to
measure the effect of specific events on shareholders’ value through changes of the share
price. The event study methodology strives for the determination of whether there is an
abnormal share price effect associated with an event after adjusting for confounding events.
Events could be merger, stock split, dividend announcement, executive remuneration
package, rights issue, competitor bankruptcy announcements, or CEO resignation
announcements. The event under study in this paper is the announcement of winning the

Company of the Year Awards.

3.3 Population of the Study

This research focused on listed firms that won the Company of the Year Awards either as the
overall winner or first or second runner up. The research covered the 10 year period from
2006 to 2015. In total the Company of the Year Awards has attracted participation from 172
firms out of which 21 were listed at the NSE (see appendix I1). In the period of research 6 of
the listed firms won 12 awards (with 2 firms winning the award twice) and this was the
sample that this research used. In effect, a census of all listed firms that won the Company of

the Year Awards was conducted (see Appendix I11).

3.4 Data Collection

The researcher used secondary data obtained from the NSE Secretariat information database
and information containing the list of companies that participated in the Company of the Year
Awards as provided by KIM. The information included the announcement date of the awards
and the daily stock prices before, during, and after the Company of the Year Awards
announcement to monitor fluctuation of share prices. The variables examined therefore are

the independent variable which is the announcement date of the Company of the Year
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Awards and the dependent variable which is the stock returns. The dependent variable is
therefore used as a measure of the effect of the independent variable, making it possible to
infer that the event, in this case the Company of the Year Awards is responsible for the
change in the stock prices. For the independent variable, data was collected on the
announcement dates of all company performance awards of listed companies between 2006
and 2015 from KIM while for the dependent, data was collected relating to the share prices in
the period of 50 days before and after the event date from the NSE. The event window of 5
days before and after the announcement date was selected to control the results by

eliminating risk of other announcements being made in the period.

3.5 Data Analysis

A standard event study methodology as described by Brown and Warner (1995) was used. To
construct an event study, the event, event date, event window, estimation window and
estimation model was determined. The event of study in this case is the Company of the Year
Awards announcement and the event date was the date on which the announcement was
made, and the study was concerned with the relationship of the said event and the share price
movement. The event window comprised 5 days before and after the event date. The
estimation period was the period prior to occurrence of the event. Generally, estimation
period and event window was chosen in such a way that they did not overlap. The estimation
period for this study was 45 days. This can be expressed as t = -50 to t = -5. The selected
examination model of this study is the Standard Market Model, which assumes a linear
relationship between the return of the security and the return of the market portfolio. In
studying the information content of Company of the Year Awards announcements, abnormal
returns were computed. These abnormal returns were obtained by finding the difference
between actual return of security i on day t and the expected return of security i on day t.

The following is the formula for Ordinary Least Square (OLS) market model used to compute

abnormal returns:- ARi: = Rir- ERit

Where
AR;: = Abnormal return of security i on day t
Rit = Actual return on security i on day t

ERi: = Expected return on security i on day t
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Actual return on security i in period tis computed as follows:-
Py — Py 1 4 D,

Pie—q Pie—q
Where

Pit = Price of security i on day t

Pit.1 = Price of security i on day prior to day t

D = Dividends paid at time t

Expected return on security i in period tis computed as follows:-
E(Rit) = ait+ BiRmt

Where

o= The intercept term

Bi= Relative riskiness of the security to market index

Rmt = The rate of return on market index on the day t

The t-test statistic was used to assess whether the abnormal returns were significantly

different from zero (its expected value) is:

d— Ha

t = Sd
Jn

Where:

d = Mean paired difference = Zn—d

Uaq= Hypothesized population paired mean difference (zero)

Sgq=sample standard deviation for paired differences (abnormal returns)

n = Number of paired values in the sample (hnumber of days in the event window)

In summary, this study used 101 daily returns surrounding each Company of the Year
Awards announcement date, which is 45 days abnormal returns for the pre-event period and
the event day and 45 days abnormal returns for the post-event period. The event window
comprised of 5 days pre-event date and 5 days post-event date and to facilitate data analysis,

Microsoft Excel was used.
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The diagram below summarizes the key parameters used in the event study methodology:
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To reduce the effect of another event that may happen simultaneously along with the
Company of the Year Awards announcements, the size of the event window was reduced to 5
days pre-event date and 5 days post-event date. According to Brown and Warner (1985), the
small event windows increase the likelihood to manage the other events happening
simultaneously. To reduce the strength of other events in the data base, data on any news
around event dates and event windows was collected and analysed, to ensure that they may
not impact stock returns. This ensured a precise evaluation of effect centred on the objective
of the event of research and also so as to capture any insider trading during the event date

which might have an impact on the stock return.

The mean abnormal returns and cumulative abnormal returns were computed and hypothesis

testing of the results was thereafter undertaken. The H, in this research was that the Company
of the Year Awards announcements have no effect on stock return verses the H; that

Company of the Year Awards announcements have an effect on stock returns.
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CHAPTER FOUR: DATA ANALYSIS, PRESENTATION & INTERPRETATION

4.1 Introduction

This chapter outlines the data analysis, presentations in form of graphs and tables and
interpretations thereof. The objective of this study was to determine the effect of Company of
the Year Awards announcement on share returns of firms listed at the NSE. In this study
secondary data collected from NSE secretariat and information containing the list of
companies that participated in the Company of the Year Awards as provided by KIM was
used. A census was conducted and abnormal returns of six listed firms that participated and
won the Company of the Year Awards were analysed, these were, Mumias Sugar Company
Limited (MSC), Barclays Bank of Kenya Limited (BBK), Bamburi Cement Limited (BCL),
Nation Media Group (NMG), British-American Investment Company (K) Limited
(BRITAM), and Jubilee Holdings Limited (JHL) covering ten year period from 2006 to 2015.

To determine the effect of Company of the Year Awards announcement on share returns of
firms listed at the NSE, the event study methodology as described by Brown and Warner
(1985) was used. Market model, which is a statistical model that relates the returns of any
given security to the return of the market portfolio, was adapted to measure and analyse the
abnormal returns. The abnormal returns are assumed to reflect the stock market’s reaction to
the announcement of Company of the Year Awards. Microsoft Excel was used to analyse the
data. The presentation and interpretation of data was done in form of graphs and tables for
every firm which had won the Company of the Year Awards and average standardized
abnormal returns across the six firms were computed and test statistic done to test whether
the abnormal returns were significantly different from zero (its expected value). The event
window was taken to be five days prior to and five days after the event, event date is the
Company of the Year Awards announcement date and observed as zero.

4.2 Data presentation and interpretation.

The winning announcements of the Company of the Year Awards are characteristically made
at the gala dinner after the stock market close for the day. In most years, the announcements
were made on Friday evening, in which case the information could only be incorporated in
the share price once the stock market opened on Monday morning. This is also the time that

the press would release and publish information on the winning announcement for public
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consumption. Notwithstanding, those who closely follow the awards would have been able to
receive the information earlier by attending the gala dinner, through social media, news items

on television and other forms of communication.

Table I: Mumias Sugar Company data during the event window

Days Dates Share Price Actual Share Expected Abnormal Cumulative
MPS Return R;; Share Return Return abnormal

E(Ri) AR;; Return

CAR;

-5 30/06/2006 62.00 0.81% 1.11% -0.30% -0.30%
-4 03/07/2006 62.00 0.00% 0.91% -0.91% -1.20%
-3 04/07/2006 62.00 0.00% 0.34% -0.34% -1.54%
-2 05/07/2006 62.50 0.81% 0.86% -0.05% -1.59%
-1 06/07/2006 62.50 0.00% -0.12% 0.12% -1.47%
0 07/07/2006 63.50 1.60% 1.23% 0.37% -1.10%
1 10/07/2006 63.00 -0.79% 0.59% -1.38% -2.48%
2 11/07/2006 64.00 1.59% 0.74% 0.85% -1.63%
3 12/07/2006 64.50 0.78% 0.41% 0.38% -1.26%
4 13/07/2006 64.00 -0.78% 0.72% -1.49% -2.75%
5 14/07/2006 64.00 0.00% 0.49% -0.49% -3.24%

From the analysis of the data above, on the first day when the information was available to
the market (+1), abnormal returns of -1.38% was reported. This figure is lower than the
previous day’s abnormal returns of +0.37% and this rose to 0.85% on the second day but

dropped to -0.49% by the fifth day. A cumulative return of -3.24% is recorded.

The market price of the share fell from Ksh.63.50 to Ksh. 63.00 at the time of the
announcement of the event. This represents 0.79% decline in the stock prices. The share price
rose to Ksh. 64.50 on the third day and closing at Ksh. 64.00 on the last day of the event

window. The graph below illustrates the trends of expected, actual and abnormal returns.
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Figure I: Mumias Sugar Expected, Actual and Abnormal Returns
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The graph above illustrates that the abnormal returns increases gradually on pre-event date
after which it fluctuate more sharply after the announcement date, with a sharp decline a day
after the announcement after which it rises reaching its peak on day two. It thereafter declines
sharply on day four when in reaches the lowest point during the event window. This

movement indicates the effect of the announcement.

Table I1: Barclays Bank of Kenya Limited (2008) data during the event window

Days Days Share Price Actual Share Expected Abnormal Cumulative
MPS Return Share Return Return abnormal

Rit E(Riy) AR; Return

CAR;

-5 27/06/2008 70.50 -1.40% -0.23% -1.17% -1.17%
-4 30/06/2008 70.50 0.00% 0.20% -0.20% -1.37%
-3 01/07/2008 70.50 0.00% -0.12% 0.12% -1.26%
-2 02/07/2008 70.00 -0.71% -0.22% -0.49% -1.75%
-1 03/07/2008 70.00 0.00% -0.12% 0.12% -1.63%
0 04/07/2008 69.00 -1.43% -0.27% -1.16% -2.79%
1 07/07/2008 69.00 0.00% -0.07% 0.07% -2.71%
2 08/07/2008 68.50 -0.72% -0.24% -0.48% -3.19%
3 09/07/2008 68.50 0.00% -0.04% 0.04% -3.15%
4 10/07/2008 68.00 -0.73% 0.16% -0.89% -4.05%
5 11/07/2008 68.50 0.74% 0.10% 0.64% -3.41%

From the analysis of the data above, on the first day the information was available to the
market (+1) abnormal returns of +0.07% was reported. This figure is higher than the previous
day’s abnormal returns of -1.16% and this dropped to -0.48% on the second day but rose to
0.64% by the fifth day. A cumulative return of -3.41% is recorded.

29




The market price of the share fell from Ksh.69.00 to Ksh. 68.50 on the second day after the
announcement of the event. This represents 0.72% decline in the stock prices. The share price
dropped further to Ksh. 68.00 on the fourth day and closing at Ksh. 68.50 on the last day of
the event window. The graph below illustrates the trends of expected, actual and abnormal

returns.

Figure 11: Barclays Bank of Kenya (2008) Expected, Actual and Abnormal Returns
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The graph above illustrates that the abnormal returns fluctuates all through the event window

achieving the lowest level on the event date, but picking up on the first day when the

information concerning the event was available at the stock market, after which the normal

oscillation continues to the highest level on the last day of the event window.

Table I11: Bamburi Cement Limited data during the event window

Days Days Share Price Actual Share Expected Abnormal Cumulative
MPS Return Share Return Return abnormal

Rit E(R;) ARj Return

CAR;,

-5 26/06/2009 137 0.00% 0.35% -0.35% -0.35%
-4 29/06/2009 140 2.19% 0.52% 1.67% 1.32%
-3 30/06/2009 145 3.57% 0.99% 2.58% 3.90%
-2 01/07/2009 140 -3.45% 0.35% -3.80% 0.10%
-1 02/07/2009 145 3.57% 1.23% 2.35% 2.45%
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0 03/07/2009 145 0.00% 0.97% -0.97% 1.48%
1 06/07/2009 145 0.00% 0.51% -0.51% 0.96%
2 07/07/2009 145 0.00% 0.26% -0.26% 0.70%
3 08/07/2009 149 2.76% -0.26% 3.01% 3.71%
4 09/07/2009 150 0.67% -0.02% 0.69% 4.41%
5 10/07/2009 145 -3.33% 0.19% -3.52% 0.88%

From the analysis of the data above, on the first day the information was available to the
market (+1) abnormal returns of -0.51% was reported. This figure is lower than the previous
day’s abnormal returns of -0.97% and this dropped to -0.26% on the second day and later
rose to 3.01% on the third day only to drop again to -3.52% on the fifth day. A cumulative

return of +0.88% is recorded.

The market price of the share rose from Ksh. 145.00 to Ksh. 150.00 on the fourth day after
the announcement of the event. This represents 3.45% rise in the stock prices. The share price
however returned to Ksh. 145.00 level on the last day of the event window. The graph below

illustrates the trends of expected, actual and abnormal returns.

Figure 111: Bamburi Cement Ltd Expected, Actual and Abnormal Returns
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The graph above illustrates that the abnormal returns were at its peak three days (-3) and one
day (-1) before the event date and on the third day (+1) after the event date. There is great
fluctuation in most of the days in the event window, however stability is fairly noted between

the event date and day two (+2) after the announcement.
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Table IV: Nation Media Group data during the event window

Days Days Share Price Actual Share Expected Abnormal Cumulative
MPS Return Share Return Return abnormal
Rit E(R,t) AR Return CAR;;
-5 24/11/2010 160 -3.03% 0.01% -3.04% -3.04%
-4 25/11/2010 160 0.00% -0.04% 0.04% -3.00%
-3 26/11/2010 160 0.00% -0.06% 0.06% -2.94%
-2 29/11/2010 160 0.00% -0.02% 0.02% -2.92%
-1 30/11/2010 159 -0.63% -0.03% -0.59% -3.51%
0 01/12/2010 159 0.00% -0.09% 0.09% -3.42%
1 02/12/2010 158 -0.63% 0.08% -0.71% -4.13%
2 03/12/2010 161 1.90% 0.03% 1.87% -2.27%
3 06/12/2010 160 -0.62% 0.03% -0.65% -2.91%
4 07/12/2010 160 0.00% 0.04% -0.04% -2.95%
5 08/12/2010 159 -0.63% 0.07% -0.70% -3.65%

From the analysis of the data above, on the first day the information was available to the
market (+1) abnormal returns of -0.71% was reported. This figure is lower than the previous
day’s abnormal returns of 0.09% and this rose to 1.87% on the second day and later dropped
to -0.70% on the fifth day. A cumulative return of -3.65% is recorded.

The market price of the share dropped from Ksh. 159.00 to Ksh. 158.00 on the first day after
the announcement of the event. This represents 0.63% decline in the stock prices. The share
price however gained to Ksh. 161.00 on the second day only to close at Ksh. 159.00 on last
day of the event window. The graph below illustrates the trends of expected, actual and

abnormal returns.

Figure 1V: Nation Media Group Expected, Actual and Abnormal Returns
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Fairly stable fluctuation in abnormal returns is recorded with a spike (increase) noted on day

two after the event date

Table V: Barclays Bank of Kenya (2010) data during the event window

Days Days Share Price Actual Share Expected Abnormal Cumulative
MPS Return Share Return Return abnormal
Rit E(th) AR; Return CAR;;
-5 24/11/2010 64 0.79% -0.23% 1.02% 1.02%
-4 25/11/2010 63 -1.56% -0.35% -1.22% -0.20%
-3 26/11/2010 62.5 -0.79% -0.40% -0.39% -0.59%
-2 29/11/2010 62 -0.80% -0.30% -0.50% -1.08%
-1 30/11/2010 61.5 -0.81% -0.34% -0.47% -1.55%
0 01/12/2010 61 -0.81% -0.46% -0.35% -1.90%
1 02/12/2010 60 -1.64% -0.07% -1.57% -3.47%
2 03/12/2010 60.5 0.83% -0.18% 1.01% -2.46%
3 06/12/2010 60.5 0.00% -0.19% 0.19% -2.26%
4 07/12/2010 60.5 0.00% -0.17% 0.17% -2.09%
5 08/12/2010 61 0.83% -0.09% 0.91% -1.18%

From the analysis of the data above, on the first day the information was available to the

market (+1) abnormal returns of -1.57% was reported. This figure is lower than the previous

day’s abnormal returns of -0.35% and this rose to 1.01% on the second day and later dropped

to 0.91% on the fifth day. A cumulative return of -1.18% is recorded.

The market price of the share dropped from Ksh. 61.00 to Ksh. 60.00 on the first day after the

announcement of the event. This represents 1.64% drop in the stock prices. The share price

however gained to Ksh. 60.50 on the second day only to close at Ksh. 61.00 on last day of the

event window. The graph below illustrates the trends of expected, actual and abnormal

returns.

Figure V: Barclays Bank of Kenya (2010) Expected, Actual and Abnormal Returns
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A sharp drop in abnormal returns was recorded at the beginning of the event window,
gradually increasing and thereafter stabilising until one day after the event date when prices
again sharply fell but immediately rose on day two after the event date. This shows the effect

on the announcement.

Table VI: British-American Investments Company (2012) data during the event

window
Days Days Share Price Actual Share Expected Abnormal Cumulative
MPS Return Share Return Return abnormal
Rit E(R,t) AR Return CAR;;
-5 25/10/2012 5.70 -8.80% -15.18% 6.38% 6.38%
-4 26/10/2012 5.65 -0.88% 0.57% -1.45% 4.93%
-3 27/10/2012 5.60 -0.88% 0.65% -1.54% 3.40%
-2 28/10/2012 5.70 1.79% 1.18% 0.60% 4.00%
-1 31/10/2012 5.70 0.00% 1.11% -1.11% 2.89%
0 02/11/2012 5.70 0.00% 0.71% -0.71% 2.18%
1 05/11/2012 5.70 0.00% -0.61% 0.61% 2.79%
2 06/11/2012 5.60 -1.75% 0.16% -1.92% 0.87%
3 07/11/2012 5.55 -0.89% 0.01% -0.91% -0.04%
4 08/11/2012 5.50 -0.90% 0.12% -1.02% -1.06%
5 09/11/2012 5.50 0.00% 0.21% -0.21% -1.26%

From the analysis of the data above, on the first day the information was available to the
market, abnormal returns of 0.61% was reported. This figure is higher than the previous day’s
abnormal returns of -0.71% and this dropped to -1.92% on the second day and further to -
0.21% on the fifth day. A cumulative return of -1.26% is recorded.

The market price of the share dropped from Ksh. 5.70 to Ksh. 5.60 on the first day after the
announcement of the event. This represents 1.75% drop in the stock prices. The share price
however further dropped to Ksh. 5.55 and closed at the same price on last day of the event
window. The graph below illustrates the trends of expected, actual and abnormal returns.
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Figure VI: British-American Investments Company (2012) Expected, Actual and

Abnormal Returns
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The abnormal returns are generally flat during the event window with the only sharp

fluctuation reported at the beginning.

Appendix VII: British-American Investments Company (2013) data during the event

window
Days Days Share Price Actual Share Expected Abnormal Cumulative
MPS Return Share Return Return abnormal
Rit E(R,t) AR Return CARj
-5 01/11/2013 10.65 2.90% 0.68% 2.22% 2.22%
-4 04/11/2013 10.8 1.41% 0.62% 0.79% 3.01%
-3 05/11/2013 10.8 0.00% 0.50% -0.50% 2.51%
-2 06/11/2013 10.55 -2.31% 0.63% -2.94% -0.43%
-1 07/11/2013 10.2 -3.32% 0.67% -3.99% -4.41%
0 08/11/2013 10.3 0.98% 0.33% 0.65% -3.77%
1 11/11/2013 10.3 0.00% 0.45% -0.45% -4.21%
2 12/11/2013 10.35 0.49% 0.53% -0.05% -4.26%
3 13/11/2013 10.3 -0.48% 0.51% -1.00% -5.26%
4 14/11/2013 10.9 5.83% 0.62% 5.21% -0.06%
5 15/11/2013 11.05 1.38% 0.51% 0.87% 0.81%

From the analysis of the data above, on the first day the information was available to the

market, abnormal returns of -0.45% was reported. This figure is lower than the previous

day’s abnormal returns of 0.65% and this dropped to -1% on the third day only to increase to
5.21% on the fourth day and close at 0.87% on the fifth day. A cumulative return of 0.81% is

recorded.
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The market price of the share rose from Ksh. 10.30 to Ksh. 10.35 on the second day after the
announcement of the event. This represents 0.49% gain in the stock prices. The share price
thereafter dropped to Ksh. 10.30 on the third day only to close at Ksh. 11.05 on final day of
the event window. The graph below illustrates the trends of expected, actual and abnormal

returns.

Figure VII: British-American Investments Company (2013) Expected, Actual and

Abnormal Returns
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A sharp drop in abnormal returns is recorded to the lowest level one day before the event
date, theafter there is a rise stabilising between the event date and day three after the
announcement. There after a sharp increase then a dip is recorded on the second last and last

day of the event window respetively.

Appendix VI11I: Jubilee Holdings Limited data during the event window

Days Days Share Price Actual Share Expected Abnormal Cumulative
MPS Return Share Return Return abnormal

Rit E(Riy) AR Return

CAR;

-5 30/10/2015 420.00 1.45% -0.77% 2.22% 2.22%
-4 31/10/2015 420.00 0.00% -0.54% 0.54% 2.76%
-3 02/11/2015 420.00 0.00% -0.64% 0.64% 3.40%
-2 03/11/2015 424.00 0.95% -0.44% 1.39% 4.79%
-1 05/11/2015 430.00 1.42% 0.09% 1.33% 6.12%
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0 06/11/2015 430.00 0.00% -0.32% 0.32% 6.44%
1 10/11/2015 435.00 1.16% -0.21% 1.37% 7.81%
2 11/11/2015 440.00 1.15% -0.04% 1.18% 8.99%
3 12/11/2015 440.00 0.00% -0.35% 0.35% 9.34%
4 13/11/2015 445.00 1.14% -0.67% 1.81% 11.15%
5 15/11/2015 450.00 1.12% -0.23% 1.35% 12.50%

From the analysis of the data above, on the first day the information was available to the
market (+1) an abnormal returns of 1.37% was reported. This figure is higher than the
previous day’s abnormal returns of 0.32% and this dropped to 0.35% on the third day only to
increase to 1.81% on the fourth day and close at 1.35% on the fifth day. A cumulative return

of 12.50% is recorded.

The market price of the share rose from Ksh. 430.00 to Ksh.435.00 on the second day after
the announcement of the event. This represents 1.16% gain in the stock prices. The share
price thereafter rose to Ksh. 445.00 on the fourth day and closed at Ksh. 450.00 on final day
of the event window. The graph below illustrates the trends of expected, actual and abnormal

returns.

Figure VIII: Jubilee Holdings Ltd Expected, Actual and Abnormal Returns
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The abnormal returns are much higher than what was expected but with regular oscillation
during the event window with a rise on one day and drop on the next all through the event

window.
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4.3 Cumulative Abnormal Returns Analysis

Table IX. Cumulative Abnormal Return for all the firms during the event window.

Mean Cumulative Abnormal Returns by Event Day for all Firms during the 11-event day window

N 1 2 3 4 5 6 7 8
» 3 3 2 1 2 2 1 1 ACARI
_Posmon t
in COYA

Firm MSC | BBK BCL NMG BBK BRITAM | BRITAM | JUBILEE

Year 2006 | 2008 2009 2010 2010 2012 2013 2015
5 -0.30% | -1.17% | -0.35% | -3.04% | 1.02% 6.38% 2.22% 222% | 0.87%
-4 -120% | -1.37% | 1.32% | -3.00% | -0.20% 4.93% 3.01% 276% | 0.78%
-3 -154% | -1.26% | 3.90% | -2.94% | -0.59% 3.40% 2.51% 3.40% | 0.86%
-2 -159% | -1.75% | 0.10% | -2.92% | -1.08% 4.00% -0.43% 479% | 0.14%
1 -1.47% | -1.63% | 245% | -351% | -1.55% 2.89% -4.41% 6.12% | -0.14%
0 -110% | -279% | 148% | -3.42% | -1.90% 2.18% -3.77% 6.44% | -0.36%
1 -2.48% | -271% | 0.96% | -4.13% | -3.47% 2.79% -4.21% 7.81% | -0.68%
2 -163% | -3.19% | 0.70% | -2.27% | -2.46% 0.87% -4.26% 8.99% | -0.41%
3 -126% | -3.15% | 3.71% | -2.91% | -2.26% -0.04% -5.26% 9.34% | -0.23%
4 -2.75% | -4.05% | 4.41% | -2.95% | -2.09% -1.06% -0.06% | 11.15% | 0.32%
5 -3.24% | -3.41% | 0.88% | -3.65% | -1.18% -1.26% 0.81% 1250% | 0.18%

Figure I1X. Average Cumulative Abnormal Return for all the firms during the event
window.
;:Z: |y ACARit
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The result on Table 1X shows the mean cumulative abnormal returns during the 11-day event
window. The mean cumulative abnormal returns are at its lowest level at -0.68% on the first
day of trading after the Company of The Year Award announcement (which is usually done
at night during the annual award gala dinner). The abnormal returns cumulates into an

upwards drift in stock prices on the second day to -0.41% and further up to +0.0322% on the
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fourth day post announcement after which the mean cumulative abnormal returns drops to
+0.187 on the last day of the event window. This can be inferred to communicate the value of

the Company of the Year Awards announcement to the stock market.

4.4 Hypothesis testing.

Table X: t-test data result for Mumias Sugar Company

Rit E(Rit)
Mean 0.00365947 0.006604433
Variance 6.7491E-05 1.44474E-05
Observations 11 11
Pearson Correlation 0.43875018
Hypothesized Mean Difference 0
df 10
t Stat -1.3226042
P(T<=t) one-tail 0.10770784
t Critical one-tail 1.8124611
P(T<=t) two-tail 0.21541568
t Critical two-tail 2.22813884

Test of significance was performed at 5% significance level and p-value found to be 0.2154.
From this observation, this research can conclude that there is no significant difference
between the observed return and expected returns and the difference is due to chance. This
research consequently fails to reject Hy; therefore concluding that the Company of the Year

Awards announcement had no effect on the share returns of this particular stock.

Table XI: t-test data result for Barclays Bank of Kenya (2008)

Variable 1 Variable 2

Mean -0.00387 -0.00076871
Variance 4.45E-05 2.77642E-06
Observations 11 11
Pearson Correlation 0.592397
Hypothesized Mean Difference 0
df 10
t Stat -1.7601
P(T<=t) one-tail 0.054443
t Critical one-tail 1.812461
P(T<=t) two-tail 0.108886
t Critical two-tail 2.228139
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Test of significance was performed at 5% significance level and p value found to be 0.1089.
From this observation, this research can conclude that there is no significant difference
between the observed return and expected returns and the difference is due to chance. This
research consequently fails to reject Hy; therefore concludes that the Company of the Year

Awards announcement had no effect on the share returns of this particular stock.

Table XII: t-test data result for Bamburi Cement Ltd

Rit E(Rit)
Mean 0.005437082 0.004634015
Variance 0.000581157 2.01845E-05
Observations 11 11
Pearson Correlation 0.343814154
Hypothesized Mean Difference 0
Df 10
t Stat 0.116037471
P(T<=t) one-tail 0.454960012
t Critical one-tail 1.812461102
P(T<=t) two-tail 0.909920024
t Critical two-tail 2.228138842

Test of significance was performed at 5% significance level and p value found to be 0.9099.
From this observation, this research can conclude that there is no significant difference
between the observed return and expected returns and the difference is due to chance. This
research consequently fails to reject Hy; therefore concludes that the Company of the Year

Awards announcement had no effect on the share returns of this particular stock.

Table XIlI: t-test data result for Nation Media Group

Rit E(Rit)
Mean -0.003301471 1.64831E-05
Variance 0.000131516 3.01511E-07
Observations 11 11
Pearson Correlation -0.085802576
Hypothesized Mean Difference 0
df 10
t Stat -0.954570543
P(T<=t) one-tail 0.181150075
t Critical one-tail 1.812461102
P(T<=t) two-tail 0.36230015
t Critical two-tail 2.228138842
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Test of significance was performed at 5% significance level and p value found to be 0.3623.
From this observation, this research can conclude that there is no significant difference
between the observed return and expected returns and the difference is due to chance. This
research consequently fails to reject Hy; therefore concludes that the Company of the Year

Awards announcement had no effect on the share returns of this particular stock.

Table XIV: t-test data result for Barclays Bank of Kenya (2010)

Variable 1 Variable 2
Mean -0.003607067 -0.002533628
Variance 8.27634E-05 1.63663E-06
Observations 11 11
Pearson Correlation 0.385463778
Hypothesized Mean Difference 0
df 10
t Stat -0.409928603
P(T<=t) one-tail 0.345251039
t Critical one-tail 1.812461123
P(T<=t) two-tail 0.690502079
t Critical two-tail 2.228138852

Test of significance was performed at 5% significance level and p value found to be 0.6905.
From this observation, this research can conclude that there is no significant difference
between the observed return and expected returns and the difference is due to chance. This

research consequently fails to reject Hy; therefore concludes that the Company of the Year

Awards announcement had no effect on the share returns of this particular stock.

Table XV: t-test data result for British-American Investments Company (2012)

Variable 1 Variable 2
Mean -0.011204162 -0.01005549
Variance 0.000730594 0.002236387
Observations 11 11
Pearson Correlation 0.953039241
Hypothesized Mean Difference 0
Df 10
t Stat -0.165395986
P(T<=t) one-tail 0.435964087
t Critical one-tail 1.812461123
P(T<=t) two-tail 0.871928175
t Critical two-tail 2.228138852
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Test of significance was performed at 5% significance level and p value found to be 0.87109.
From this observation, this research can conclude that there is no significant difference
between the observed return and expected returns and the difference is due to chance. This
research consequently fails to reject Hy; therefore conclude that Company of the Year

Awards announcement had no effect on the share returns of this particular stock.

Table XVI: t-test data result for British-American Investments Company (2013)

Variable 1 Variable 2
Mean 0.006235253 0.005494407
Variance 0.000597305 1.09916E-06
Observations 11 11
Pearson Correlation 0.021104053
Hypothesized Mean Difference 0
df 10
t Stat 0.100535459
P(T<=t) one-tail 0.460953156
t Critical one-tail 1.812461123
P(T<=t) two-tail 0.921906312
t Critical two-tail 2.228138852

Test of significance was performed at 5% significance level and p value found to be 0.9219.
From this observation, this research can conclude that there is no significant difference
between the observed return and expected returns and the difference is due to chance. This
research consequently fails to reject Hy; therefore conclude that Company of the Year

Awards announcement had no effect on the share returns of this particular stock.

Table XVII: t-test data result for Jubilee Holdings Ltd

Variable 1 Variable 2
Mean 0.007626296 -0.003736592
Variance 3.83933E-05 7.25914E-06
Observations 11 11
Pearson Correlation 0.257840867
Hypothesized Mean Difference 0
df 10
t Stat 6.191979441
P(T<=t) one-tail 5.12616E-05
t Critical one-tail 1.812461123
P(T<=t) two-tail 0.000102523
t Critical two-tail 2.228138852
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Test of significance was performed at 5% significance level and p value found to be 0.0001.
From this observation, this research can conclude that there is a significant difference
between the observed return and expected returns and the difference is not due to chance.
This research consequently rejects Hy; therefore concludes that the Company of the Year

Awards announcement had an effect on the share returns of this particular stock.

Table XVIII: t-test data result for All Firms

Variable 1 Variable 2
Mean 0.000122077 -4.31355E-05
Variance 1.83227E-05 3.55393E-05
Observations 11 11
Pearson Correlation 0.67210521
Hypothesized Mean Difference 0
df 10
t Stat 0.123894549
P(T<=t) one-tail 0.451926853
t Critical one-tail 1.812461123
P(T<=t) two-tail 0.903853705
t Critical two-tail 2.228138852

This research fails to reject the Hy as the test for significance at 5% as the test significance
performed found the p-value to be 0.9039. Similar results are obtained for all the other
sampled firms when studied individually as indicated in Table Ill, except for JHL in 2015
where p value was found to be 0.0001. For this particular stock, Hy is rejected indicating that
the results are statistically significant and therefore Company of the Year Awards

announcement had an effect on the share returns of this particular stock.

4.4. Discussion of Research Findings

The data collected from the NSE and KIM were analysed and presented in form tables
and graphs in order to determine the effect of Company of the Year Awards announcement
on share returns of firms listed at the NSE. The research design used was an event study
methodology. Average returns were generated for the event date and various event
windows five days prior to the announcement and five days after the announcement of
the Company of the Year Awards winners. Six listed firms (but eight samples as BBK and
BRITAM won twice in different years) that participated and won the Company of the

Year Awards were analysed and the results yielded mixed reactions.
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In general there is an effect on share returns as indicated by the average abnormal returns of
+0.0322% post announcement and a mean cumulative abnormal returns of +0.187% in the
event window period. This indicates that indeed the Company of the Year Awards
announcement has information content and there is value to the shareholders, however test
for significance performed at 5% significance level found the p-value to be 0.9039 indicating
that there is no significant difference between the observed return and expected returns and
the difference may be due to chance. This means that the Company of the Year Awards

announcements do not have an effect on the share return.

These findings are consistent with research by Przasnyski and Tai (2010) who concluded that
the lack of market reaction should not be interpreted as a negative statement regarding the
award announcements but merely a confirmation that the market is semi strong efficient. That
information of companies with quality improvement efforts is already available in the market
and already reflected in the price of the shares which incorporated the achievements at the
time of the announcement. Cheah (2005) similarly supports this hypothesis, that stock analyst
expect world class companies to maintain high level of quality and winning an award is in
accordance with expectations. Further, right from the onset of implementing quality
improvement projects, stock markets quickly discount the information and therefore the
outcome of winning an award is not surprising to the market. In our case therefore, quality
listed firms that embrace the BEM already send a positive signal to the market, therefore
when a firm like MSC, BBK, BCL, NMG, BRITAM and JHL participated in the Company of
the Year Awards, they were expected to perform well against their peers and information of

winning therefore should not jolt the market.

The stocks may however have been affected by the Weekend or Monday effect; this is
evident by the delay in incorporating the winning information in the stock prices. Since the
winning companies are generally announced during a gala dinner on Friday night, the
information cannot be incorporated in share prices until Monday morning when the market
open. The daily press usually also publishes this information on Monday making it available
to the general public. Ruto (2014) conducted a study to establish the existence of Monday
effect of stock returns at the NSE, the result of which showed that stock prices hit the highest
prices on Friday and dipped on Monday, consistent with the Monday effect theory and this is
evident from the results of this study. From the empirical evidence, prices only effectively

adjusted on Tuesday morning and the effect then would not be as effective as the information
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is already in the public domain through-out the weekend, making it obsolete and therefore

would not considerably impact pricing.

In the year 2015 however, when JHL won, an abnormal return of +137% and a cumulative
abnormal return of +12.5% was reported and test for significance performed at 5%
significance level found the p-value to be 0.0001. For this particular stock, Hy is rejected
indicating that the results are statistically significant and therefore Company of the Year
Awards announcement had an effect on the share returns. This research may therefore
suggest based on the findings that investors at the NSE are more recently taking cognizance
of the critical need to improve organisational performance, need to remain competitive by
benchmarking with the best in class, and need to assure continuous improvement. That firms
that implement tools such as the BEM and win national awards in the current time send a
stronger signal to the market leading to increase in sharcholders’. A number of listed firms in
Kenya have more recently received negative publicity due to poor management and lack of
competitiveness resulting in poor share performance. There is therefore a lot of motivation to
deal with the agency problem and information asymmetry and winning the Company of the
Year Awards provides independent, factual and material information on the firm’s internal
management that would otherwise not be available to investors. It is possible that the stock
market is now appreciating the role of the BEM and Company of the Year Awards and
accepting it as an important instrument in providing credible information about a firm’s

management that may impact stock valuation at the NSE.
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CHAPTER FIVE: SUMMARY, CONCLUSION, LIMITATIONS AND SUGGESTION
FOR FURTHER RESEARCH

5.1 Introduction

This chapter presents discussion of the key findings in chapter four, conclusion drawn based
on research findings and recommendations. The researcher had intended to assess the effect
of the company performance announcements on stock returns at the NSE, and in particular
the Company of the Year Awards announcement. This chapter has three sub-sections, the
first section introduces the summary result of the analysis and conclusion arrived, the second
section outlines the various limitations or constraints encountered during the study and the

third section suggests the grey areas for future studies and recommendations.

5.2 Summary

The main objective of this study was to determine the effect of Company of the Year Awards
announcement on share returns of firms listed at the NSE using event study methodology.
Despite studies done by many researchers on company performance awards, outcomes are
inconsistent therefore, there is need to explore the subject further for better understanding
particularly in the NSE context. In addition, several advancements have taken place in the
recent pasts which have influenced the speed of dissemination of information at the NSE. The
result of the study shows that three out of eight sampled firms had positive abnormal returns
during the announcement day. The results show fluctuation in average abnormal returns

during the entire 11 day event window.

On the day the information was available to the market an abnormal return of -0.32% was
recorded only to increase to +0.27% on the next day, with five out-of the eight samples
(60%) reporting negative abnormal returns after the announcement of winning. The mean
cumulative abnormal returns of +0.187 is reported during the event window. This can be
inferred to communicate the value of the announcement of winning to the stock market. This
research however fails to reject the Hy as at 5% significance level, the p-value is found to be
0.9039 indicating that the results are not statistically significant and therefore Company of the
Year Awards announcement had no effect on the share returns. In the year 2015 however,
when JHL won, an abnormal return of +137%, a cumulative abnormal return of +12.5% was

reported and test for significance performed at 5% significance level found the p-value to be
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0.0001. For this particular stock, H, is rejected indicating that the results are statistically
significant and therefore Company of the Year Awards announcement had an effect on the

share returns.

5.3 Conclusion

The general conclusion in this research is that the announcement of winning the Company of
the Year Awards does not result in statistically significant abnormal results at the NSE. This
research therefore fails to reject the H,, that the Company of the Year Awards
announcements have no effect on stock return. This supports the semi-strong form of the
EMH which affirms that share values reflects all significant information that is publicly
available and random walk theory in which Fama (1965) posits that sometimes prices may

actually adjust in anticipation of new information even before this is available to the market.

Since stock prices of listed companies are closely monitored, announcement of winning the
Company of the Year Awards after implementing the BEM is not unexpected and may not
therefore surprise the market. This information may have gradually been incorporated in
share prices which the winning announcement only reinforces to the market as was

anticipated.

5.4 Limitation of the study

Although the research achieved its objective, there were some unavoidable limitations. First,
the size of the population was small, only six listed firms have won the Company of the Year
Awards (with BBK and BRITAM winning twice) between 2006 and 2015 as either winners,
first runners up or second runners up, therefore a census was conducted. To generalise the
results to the NSE, the study should have involved more firms. Secondly, in most years, the
announcements were made on Friday evening, in which case the information could only be
incorporated in the share price once the stock market opened on Monday morning. This is
also the time that the press would release and publish information on the winning
announcement to the public. The results may therefore have been affected by stock market
anomalies more specifically the Monday and weekend effect. Lastly, the research is only
applicable to Company of the Year Awards announcements between 2006 to 2015 and its

effect at the NSE, finding on JHL performance in 2015 must be applied with caution outside

47



these parameters as more data on company performance awards in the period after 2015 may

be necessary to generalise the conclusion made.

5.5 Recommendations

Although the study concluded that the Company of the Year Awards has no effect on share
returns, there was evidence of abnormal returns in all the companies sampled, which means
that the announcement has some information content, but the results may have been affected
by the weekend or Monday effect. The researcher recommends that the Company
Performance Awards organisers consider moving the gala night to a day between Tuesday
and Thursday; this effectively will result in the impact of the winning announcement to be
incorporated in the share prices on the next day with little interference from the Monday or
weekend effect. The outcome of the results may be different and have the effect of attracting
more listed firms to participate in the awards.

The effect of JHL winning the awards in 2015 on its share performance may indicate a shift
in the way the market perceives Company of the Year Awards. It may seem that the investors
and stock analysts are now taking note of the effort and the outcome of implementing the
BEM and particularly where a listed company takes the crown. This is an important outcome,
as listed companies can use this as an avenue of sending a strong signal to the market on their
internal management qualities and this may have a positive influence on their share
performance in the stock exchange and reinforce their commitment to continually improve

the firm’s performance.

5.5 Suggestion for further research

The results of JHL in 2015 will require more research and analysis as it is fundamentally
different from the others. That, stock analysts may currently be using the announcement of
winning the Company Performance Awards as a validation of solid internal operating
environment , and that implementing the BEM may also provide empirical evidence of desire
for quality improvement. By winning, there is an unquestionable signal of management

commitment to performance improvement and this has information content.

The researcher suggests a study on difference listed firms that have won different

performance awards (e.g. Financial Reporting Award (FIRE), Company of the Year Awards
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(COYA), Energy Management Awards (EMA), The Banking Awards, Insurance Awards and
other performance awards) after the year 2015 to compare the results of JHL. This will
provide empirical evidence of the effect of different types of company performance awards
on share returns at the NSE, in the recent years for a more comprehensive and all inclusive

inference.
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APPENDICES

Appendix I: Criterion for assessing companies at the COYA

Criterion

Definition

Leadership

Shows how the firm supports staff at different levels to
ensure continuous quality implementation

Strategic Planning

Shows how the firm develops, communicates implements
and expands its business policy and strategy to ensure
competitiveness.

Customer and market orientation

Shows the firm’s capability to exceed customer expectation
and understand their requirements

Knowledge measurement, analysis and management.

Shows how the firm makes use of internal and external
information in making decisions and for competitiveness in
the market.

Staff Orientation

Shows how the firm plans and effectively grows its human
capital to achieve enhanced performance.

Process Management

Shows how the firm designs, manages, evaluates and
improves its main processes to achieve service and product
efficiency.

Results

Shows how the firm attains better management outcomes
through its quality plans.

Resource Management

Shows how the firm’s effectively manages its capital.

(Source: KIM)

Appendix I1: List of NSE firms per category at the COYA between 2006-2013

i) Banking
1 | Barclays Bank (K) Ltd 12 | East African Portland Cement Company Limited
2 | Equity Bank Limited. iv) Energy and Petroleum
3 | 1&M Holdings 13 | KenGen Ltd
4 | Kenya Commercial Bank Limited 14 | KenolKobil Limited
5 | Standard Chartered Bank Limited 15 | Total Kenya Limited
ii) Commercial v) Insurance
6 | Kenya Airways Ltd 16 | British -American Investment Company (K) Ltd
7 | Nation Media Group 17 | CIC Insurance Ltd.
8 | SCAN Group 18 | Pan Africa Insurance Holdings
9 | TPS East Africa (Serena) Ltd vi) Manufacturing and Allied
iii) Construction and Allied 19 | BOC Kenya Ltd.
10 | Bamburi Cement Limited 20 | British -American Tobacco Ltd
11 | East African Cables 21 | Safaricom Limited
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Appendix I11: Listed firms that have won the COY A between 2006-2015

Announcement Category at the
No. Year Award Category Date Award Winner NSE
Company of the Year — Manufacturing and
1 2006 2nd Runners Up 7th July 2006 Mumias Sugar Company | Allied
Company of the Year —
2 2008 2nd Runners Up 4th July 2008 Barclays Bank Limited Banking
Company of the Year — Construction and
3 2009 1st Runners Up 3rd July 2009 Bamburi Cement Limited | Allied
4 2010 Company of the Year 1st December 2010 Nation Media Group Commercial
Company of the Year —
5 2010 1st Runners Up 1st December 2010 Barclays Bank (K) Ltd Banking
British -American
Company of the Year — Investment Company (K)
6 2012 1st Runners Up 2nd November 2012 | Ltd Insurance
British -American
Investment Company (K)
7 2013 Company of the Year 8th November 2013 Ltd Insurance
8 2015 Company of the Year 6th November 2015 Jubilee Holdings Limited | Insurance

(Source: KIM)

Appendix 1V: NSE Listed firms per category at the COYA between 2006 - 2015

Listed firms that
have participating in Listed firms that No of COYA won by
Category COYA have won COYA listed firms
Manufacturing and Allied 2 1 1
Telecommunication and Technology 1 1 1
Banking 5 1 2
Energy and Petroleum 3 0 0
Construction and Allied 3 1 1
Commercial 4 1 1
Insurance 3 2 3
Total 21 7 9
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