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Abstract: This paper sought to examine the link between strategic leaders‘ practice of determining strategic direction and organizational performance.
An embedded mixed method research assessing the impact of strategic leadership variable – determining strategic direction and organizational
performance was completed by managers representing 328 not-for-profit organizations in Nairobi County in Kenya. The study established a significant
positive relationship between determining strategic direction and organizational performance. The results found r value of 0.676 and r2 value of 0.457
that is 45.7% of corresponding change in the organizational performance of not-for-profits for every change is explained by the predictor variables. The
findings demonstrate that if not-for-profit leaders clearly determine the organizations‘ strategic direction, they are likely to improve their organizational
performance significantly. This paper examined how determining strategic direction (strategic planning) in not-for-profit organizations in Nairobi County in
Kenya. Future research that seeks to replicate these findings is recommended. This paper proposes the study of determining strategic direction
(strategic planning) as way of improving strategic leadership practices hence enhancing not-for-profit organizational performance.
Key words: Strategic leadership, determining strategic direction, organizational performance, not-for-profit organizations.
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1. INTRODUCTION
Determining the strategic direction of any organization is an
important role which cannot be left without proper
leadership.
Not-for-profit
organizations
like
their
counterparts, the for-profit organizations require proper
determination of the direction in which the organization is
pursuing. Many failures in organizations have been
attributed to the failure of the leadership to plan. A number
of not-for-profit organizations have also suffered this fate
despite the need of their services by the marginalized.

2. Study background
Globally, not-for-profits have been noted as among the
fastest growing types of organizations with some holding
huge budgets even bigger than those of the host countries
(Hall, 2005; Worth, 2009). The study of not-for-profit
organizations is observed to be gaining ground globally.
This interest reflects a growing realization among not-forprofit managers as well as leaders, administrators, policy
makers and researchers that leading not-for-profit
organizations in 21st century requires a different kind of
leadership. Nonprofit organizations are self-governing
private organizations that do not make a profit for owners or
members, but they do offer certain benefits to the public for
which they may or may not charge a fee for (Nahavandi,
2012; Worth, 2009). According to Ahmed (2013) not-forprofits have brought several issues despite its increased
growth that require immediate action.
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Aksel and Baran (2006) observed that NGOs face
challenges in strategic planning, budgeting, staffing,
governing structure, growth and change management, etc.
It is evident that these challenges cannot be addressed by
people who do not know what the problem is and how to
deal with it hence the need for strategic leadership. This
view is supported by Amagoh and Kabdiyeva (2012) who
noted the global growth of the NGOs sector and concluded
that this sector required strategic leadership. Banks and
Hulme (2012) found a mixture of sociopolitical
environments in NGOs. For instance, in Philippines, the
inability of political parties to secure representation and
participation was noted to have created a vacuum for which
NGOs had to step in (Clark 1998). Banks and Hulme (2012)
observed that Africa has experienced NGO boom beginning
in the 1990s. In Tanzania it was found that there were 41
registered NGOs in 1990 and this number increased to
more than 10,000 by 2000 (Hearn 2007). In Uganda the
NGO sector was viewed with mixed feelings, including
rampant suspicion that the public good was not the primary
motivation (Barr et al 2005). Kenya experienced a rapid
increase in registered NGOs, from 400 in 1990 to over
6,000 in 2008 (Brass, 2012). Further in Kenya not-for-profits
were about 350,000 ‗registered‘ NPOs in Kenya in 2005
(Kanyinga & Mitullah, 2007). The NGO Council observed a
significant growth in the number of NPOs from 5,600 in
2008 to over 8,000 in 2012. Okorley and Nkrumah (2012)
observed that despite the role of NGOs in development in
developing countries, the issues of sustainability, availability
of funds, and supportive leadership have remained a major
challenge. Despite this growth these organizations continue
to face diverse challenges in resource mobilization,
technical capacity and leadership. Therefore not-for-profits
are significant contributors to the economy and to the social
sector and therefore this sector needs strategic leaders in
order to continue being this much relevant (Kanyinga &
Mitullah, 2007). Ahmed (2013) observed there were no
doubt the responsibilities and work environments of not-forprofit leaders were important. However 21st century not-forprofit organization leaders must address the challenges of
strategic management as well as organizational
performance.
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3. Statement of the problem
Not-for-profit organizations across the globe offer diverse
essential services in areas like education, healthcare,
disaster relief, social work, etc., for the overall improvement
of the human condition (Ahmed, 2013). These not-forprofits face many complex and diverse range of issues.
Not-for-profit organizations, for instance face internal
management issues, such as strategic planning, budgeting,
staffing, leadership, growth and change management, as
well as external management challenges relating to
relationships with government, the private sector, other notfor-profits and with their target communities. Due to these
challenges
and
diversity
in
the
not-for-profits
characteristics, some scholars argue that strategic leaders
need to determine the strategic direction of their
organizations. Therefore this study sought to examine the
role of determining strategic direction by not-for-profit
organizational leaders to find out how this influences
organizational performance in Nairobi County in Kenya.

4. Conceptual framework
This figure illustrates the perceived correlation between
strategic leadership practices, that is, determining strategic
direction and organizational performance for this study.

Strategic direction
 Mission/ vision
 Goals/Objective
s

Dependent

variable

variable

6. Findings
H1: Determining Strategic Direction significantly influences
not-for-profits Organizational Performance.

Organizational
Performance
 Fundraising efficiency
 Revenue growth
efficiency
 Expenditure efficiency

Independent

determining strategic direction is focusing on the
organization on a long-term vision with a view to at least
five years in the future. Hence, the choice of strategic
direction is of vital importance to the organization‘s
success. Holloway (2012) found that many non-profit
organizations globally are small, ill equipped, and
undercapitalized to respond to the growing demands of the
public hence the need for strategic leadership. Owolabi and
Makinde (2012) revealed that there is a significant positive
correlation between strategic planning and corporate
performance. According to Lear (2012) determining the
organization‘s direction refers to developing a long-term
vision by the strategic leader. This is a very important
component of strategic leadership. Salkić (2014)
established that the use of strategic planning in public
organizations enables more rational, efficient and effective
management of organizational resources. Therefore
strategic leaders have the responsibility to explicitly display
and explain the mission statements of their organizations
which enables everyone to understand the overall direction
of the organization. Therefore in this section determining
strategic direction was found to be important for strategic
leaders and hence necessary also for NFPs.

The main hypothesis for this study was:

Figure 1: Conceptual framework
Strategic Leadership
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Y = β0 + β1X1+ εi

…………………………………………………………………………1

Where Y = NFPs Organizational Performance, and β0 =
constant, β1 = the model regression coefficient or
parameter, X1 = Determining Strategic Direction, and εi =
error term.
Table 1: Model fit summary

5. Empirical review

Model

Ireland and Hitt (1999) identified determining strategic
direction as a critical strategic leadership variable which
refers to developing a long-term vision for the organization.
This means that the organization‘s leaders must think about
the organizations ―future‖ direction (normally 5 to 10 years
forward). Bryson (2011) observed the importance of
strategic direction setting in organizations and stated that
―strategic planning can help leaders and managers of public
and nonprofit organizations think, learn, and act
strategically‖. This view was also supported by Toole (2010)
who observed that for many nonprofits, strategic planning
can be a vital step in achieving success. Arasa and
K'Obonyo (2012) found there was a positive correlation
between strategic planning and firm performance with the
Pearson correlation coefficient of 0.616. Okibo and Masika
(2014) observed that leadership was important in
monitoring strategic planning and its implementation in an
organization. Salkić (2014) established that the use of
strategic planning in public organizations enables more
rational, efficient and effective management
of
organizational resources. Likewise Akinyele and Fasogbon
(2010) established that strategic planning enhances better
organizational performance. According to Lear (2012)

1

r

r Square

.676a

.457

Adjusted r
Square
.455

Std. Error of
the Estimate
.40075

The results of the model in Table 1 shows the influence of
determining strategic direction and organizational
performance are shown in Table 1. The r value of 0.676,
read as 67.6% indicates presence of a strong relationship
between determining strategic direction and the not-forprofits organizational performance. The r square indicates
an average goodness-of-fit of the model, thus, 45.7% of the
variance in organizational performance is explained by
determining strategic direction. According to these results, it
can be inferred that 45.7% of the variability in the success
of not-for-profits organizational performance is accounted
for by determining strategic direction, while the remaining
54.3% could be attributed to other unspecified factors.
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Table 2: Coefficientsa for DSD/ OP

Model

Unstandardized
Coefficients
B

(Constant)
.852
DSD
.603
a. Dependent Variable: OP
1

Std.
Error
.152
.038

Standardize
d
Coefficients

t

Sig.

Beta
.676

5.603
16.079

.000
.000

The model in equation 1 can be fitted using the data in
Table 2 thus:
Y = 0.852+0.603X1
The value of β1 = 0.603, which measures the slope of the
regression line, shows that, as determining strategic
direction input increases by 1%, the estimated increase in
the mean organizational performance is 60.3%. That is,
each additional unit in determining strategic direction, on
average, causes an increase in organizational performance
of 60.3%. The value of β1 = 0.852, which is the intercept of
the line, indicates an average increase of organizational
performance when determining strategic direction is zero.
Table 2 also shows that both t-values and p-values for
determining strategic direction are significant with t-value of
16.079 and p-value of 0.000. Table 2 confirms the
assumption of the study that not-for-profits organizational
performance increases as determining strategic direction
increases (direct positive relationship). These findings
postulate a positive correlation between strategic planning
and firm performance (Arasa & K'Obonyo, 2012; Gu, Weng
and Xie, 2012). These findings concurs with Ireland and Hitt
(1999) that strategic leadership is needed in 21st century
firms involved in building company resources and
capabilities with an emphasis on intangible human capital.

This conclusion is supported by the study of Oladele et al,
(2013) who showed the influence of strategic leadership on
organizational development in SMEs for supportive
leadership style (F = 210.96, p<0.05), inspirational
leadership style (F = 42.81, p<0.05), and commanding
leadership style (F = 5.55, p<0.05). Other studies that
established significant correlation between determining
strategic direction and organizational performance are Hitt
& Ireland, (2002), Serfontein, (2010), Lear, (2012), Obiwuru
et al, (2011), Seleim et al, (2006), and Bryson, (2011).
According to Carter and Greer (2013) clarifies the need of
strategic leaders in achieving the triple bottom line
performance measures, hence the need for greater
understanding the factors that determine the performance
of strategic leaders.
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