CHAPTER ONE
INTRODUCTION
1.0 Background
A project may be said to be a task to accomplish a given objective within a stated time, on budget and with the stated specifications (Cleland and Ireland, 2002). Newman et al (1987) see a project as a cluster of activities that is relatively separate and clear cut. Buchannan et al (1992) sees it as a unique undertaking with a beginning and an end, implemented to attain certain objectives within time, on budget and to a stated quality standard. The development of an energy plant is often a capital expenditure and this is no different at KenGen. A Capital Project involves expenditure of an organization’s monetary resources for the purpose of creating capacity for production (Qfinance, 2009).
Most capital projects are costly to the organization undertaking them in terms of both funds and time spent. This is due to the risky and complex nature of such projects and examples are to be found in the oil, gas, electricity and transport sectors among others. The failure to complete a large project on time could have a negative impact on the revenues of the company which were expected to flow to it once the project comes on-stream. For instance, KenGen signs a Power Purchase Agreement in advance with Kenya Power for every power plant that the former is setting up and if it does not complete the project as planned, it will not only loose revenue but also incur penalties (KenGen, 2013).
Since an organization does not operate in a vacuum, there are competitors, regulators, financiers and other stakeholders who are often keenly following the implementation of the project. Thus, the fact that an organization is doing a project could result in its competitors coming up with a similar project targeting the same market as the first organization or coming up with an innovation to neutralize the effects of the pace setter’s project.
In delivering a large project, the organization and the persons involved in the project put their reputations at risk. This further raises the already high stakes and there is pressure to deliver on the assignment as promised to the stakeholders.
Owing to the sheer size and complexity of large capital projects, the organization usually obtains external funding for its project. In doing so, it must meet certain criteria set by the financiers. The providers of capital want to ensure that the funds will not only be used for the intended purpose but also that the organization will be able to repay the loans plus a return on their investment once the project is completed. In this regard, the financiers may impose certain obligations on the organization like to maintain a certain level of debt coverage. Complying with such demands from providers of capital involves a further cost to the organization. Connected with external funding is the reality that the organization has to compete for funds with other persons who may be looking for funds from the same financiers. 
Further, the effects of implementation of a project may have wide implications over a wide geopolitical area or state. For example, the expansion of Thika Road in Kenya into a superhighway has significantly reduced the cost of transport between Nairobi and Thika. It has also opened up the areas along the highway for investment especially real estate thus enabling land owners and estate developers to unlock the value of their investments. Esty (2004) states that the 1997 implementation of the Mozal aluminum smelter in Mozambique at a cost of $ 1.4 billion which amount was about the GDP of the country then, led to a further investment of about $ 1 billion in the country. Other infrastructure projects followed and these investments positively impacted not only the areas where they were implemented, but also the country as a whole.
However, despite project management being put in place, studies have shown that most large projects do not meet the expectations of those undertaking them. 
From a study of 60 large engineering projects with an average capital value of $1 billion undertaken between 1980 and 2000, Miller and Lessard (2000), showed that about 40% of them performed so badly from a financial perspective that they were either wholly abandoned or restructured. After studying 47 huge projects, Merrow et al (1988) discovered that only four were completed on budget with the rest having overrun their budgets by 88%.  72 % of the projects did not meet their profit objectives. The researchers concluded that projects with a big fraction of public ownership perform poorly.
Considering that there have been few studies on the factors affecting implementation of projects in the public sector as opposed to the private sector, it is necessary to carry out this research in order to establish the factors affecting the completion of energy projects in Kenya. Towards this end, the researcher wishes to focus on KenGen which is a State Corporation with large projects in the energy industry. 
1.1 About KenGen
Kenya Electricity Generating Company Ltd (KenGen) was incorporated in Kenya under the Companies Act (Cap. 486) in 1954 as The Kenya Power Company (KPC). During the energy sector reforms of 1997, KPC was separated from Kenya Power & Lighting Company Ltd with KPC being responsible for power generation while the latter was tasked with transmission and distribution.
On 2nd October 1998, KPC was re-launched under a new name and corporate identity, that is, The Kenya Electricity Generating Company Ltd (KenGen). On 17th May 2006, KenGen was listed on the Nairobi Stock Exchange with the Government of Kenya holding 70% of the Kshs. 5.4 issued share capital of the company while the investing public got the rest. Since the Government is the majority shareholder, the company then qualifies as a State Corporation under the State Corporations Act (Cap. 446).  With an asset base of about $ 1.9 billion, KenGen currently generates 1236 MW which accounts for about 70% of all the electricity produced in Kenya. It plans to expand its generation capacity to 3,000 MW by the year 2030 from a mix of hydro, thermal, geothermal and wind sources with the bulk of that power coming from geothermal resources (KenGen, 2013). 
1.2
Statement of the Problem
The usual parameters used to determine whether a project has been a success are:  the time it has taken; cost of the project and its performance.    
It is noted that although KenGen expends huge resources in energy power projects in an attempt to generate enough electricity to meet demand, it has had mixed success in those projects. Thus, while Kipevu III was completed on time, Sondu Miriu was not. The failure to complete the projects on time has some serious implications. First, KenGen is a public corporation financed by taxpayers. The fact that there are time and cost overruns increases the capital costs of the project. Hence, financial and other resources that could have been meaningfully used to do other public projects are wasted. Some of the funds used on the projects are borrowed and this leads to higher public debt. The government may borrow from the market to meet the loan repayments leading to higher interest rates and squeezing out the private sector from borrowing. Further, the delays rob the company the benefits of the projects especially revenue. The economy is also forced to pay more for energy as the expected electricity fails to come on stream in time to meet the rising demand. This forces the government to get expensive electricity from other sources like diesel powered plants. The prices of goods and services increase to reflect the high cost of electricity. The Kenyan consumer ultimately ends up paying more not just for electricity, but also for goods and services. The research therefore seeks to examine projects that have or are being executed by the company to identify and analyze factors that affect the completion of energy plant projects in Kenya with KenGen as the case study.
1.3 Objectives of the Study
The main objective of this research is to establish the factors affecting the completion of energy plant projects in KenGen. The specific objectives of the study are:
(i) To determine the effect of the Public Procurement and Disposal Act (2005) on the completion of energy plant  projects in KenGen;
(ii) To find out the extent to which the funding affects the completion of energy plant projects in KenGen; 
(iii) To determine the effect of resettlement of project affected persons on the completion of energy plant projects in KenGen; and
(iv) To determine the effect of the approval of the power purchase agreements by Energy Regulatory Commission on completion of energy plant projects in KenGen.
1.4 Research Questions
The research seeks to answer the following questions:
(i) What is the effect of the Public Procurement and Disposal Act (2005) on the completion of energy plant projects in KenGen?
(ii) To what extent does funding affect the completion of energy plant projects in KenGen?
(iii) What is the effect of the resettlement of project affected persons on the completion of energy plant projects in KenGen; and
(iv) What is the effect of approval of the power purchase agreements by Energy Regulatory Commission on completion of energy plant projects in KenGen?
1.5 Scope of the Study
The researcher will study energy plant projects which have been completed or are being implemented by KenGen in the last twenty years. The study targets members of projects implementation teams from the Finance, Business Development and Strategy, Operations, Supply Chain and Legal divisions/departments based at the company’s head office in Nairobi. The research will be done in May and June 2013.
1.6 Limitations of the Study
First, in Kenya there isn’t much literature and data on factors affecting completion of energy plant projects.  The reasons could be varied: to avoid negative publicity, maintain confidentiality, the sensitivity of the projects or just poor record management. The researcher therefore proposes to use relevant online resources in addition to the locally available information to close this gap. 
1.7 Delimitations of the Study
The research will focus on project implementation teams involved in the execution of energy plant projects in KenGen in the past two decades.  The team members are from the five divisions/departments stated in 1.5 above at the company’s head office.
CHAPTER TWO
LITERATURE REVIEW
2.0 Introduction 
Literature review is made up of the theoretical framework underpinning the study with a review of the conceptual framework.  The chapter also covers factors affecting the completion of projects.
2.1 Why Study Energy Plant Projects
The provision of efficient electricity at affordable prices is a catalyst for economic and social development (Esty 2004). It is noted that Kenya is plagued by power blackouts due to electricity shortages and this does not augur well for the economy. The power outages damage equipment, reduce industrial productivity, increase the cost of production and hence the cost of the goods and services not to mention loss of revenue by the productive sectors of the economy. Energy plant development is a relatively huge task for the entity undertaking the project. The very complexity, huge scope and funds invested provide a fertile ground for examining the interplay of various factors that managers face in implementing those projects. The decision making process is fraught with imperfections like asymmetric information and agency conflicts. These imperfections could cause financial distress to the organization as small costs relative to the total project budget become large absolute costs (Esty 2004.)
Wideman (1987) states that in capital projects where powerful political agendas and numerous influential parties inevitably enter the decision making process, the structural decisions may not eventually result in the maximization of the value.  Such projects are also viewed in terms of the return on investment, their ability to improve the social, economic and development aspects of people. Further, the effects of the project could be huge both within and outside the State implementing the project (Esty, 2004).
2.2 Theoretical Review of Factors Affecting Completion of  Projects
A major project generally has two parties: the party that specifies the deliverables, supplies the finances and owns the end product or benefit of the project is the client. Then there is the party that consumes the finances in order to avail resources required to execute the project and whose involvement may end once the project is delivered, that is, the contractor (Rodrigues, 1998). In order to measure the success or otherwise of a project, the traditional approach has been to check if the project has met the technical specifications and is implemented in time and on budget (Cleland & Ireland, 2002). A fourth factor of client acceptance could be added to the triple constraints stated above (Pinto, 2010).
A project is conceived to meet certain determined technical parameters. If those parameters are not met, then the project cannot be said to have succeeded. Since a project has definite start and end times, it follows that it should be implemented within the stated time frame. The costs of the project are set at the planning stage of the project and it is expected that the budget will be adhered to. If not so, then the project though being on schedule and within technical specifications, could be a failure. It may well be argued that although a project meets the triple constraint factors, it could be deemed a failure if it does not meet the expectations of the client for whom it was being implemented. For instance, a power plant could be built on time, within budget and meets the technical specifications but then pollutes the environment so much that the client rejects it. It is therefore imperative that the projects meet the criteria of client acceptance.   
2.3
Empirical Review of Factors Affecting Completion of Projects
Kannan and Pallai (2001) did a study on the time and cost overruns of power projects in the state of Kerala in India. The results of their research were shocking. The Kakkad 50 MW hydro power project which was started in 1976 with an estimated completion time of 10 years at a cost of Rs. 1860 lakhas instead took 23 years with a cost overrun of about 725% against  budget! The Idukki Stage II Power Project took eight more years and 115% more funds than planned while Stage III took ten more years with cost overruns of 780%. The Idamalayar 75 MW project had a time and cost overruns of nine years and 285% respectively against estimates. After analyzing 16 power projects in Kerala, the authors concluded that the causes of the delays were bureaucracy, corruption, inefficient project management, wrong assumptions, lack of teamwork, labour unrests, increases in cost of materials, inaccurate or wrong technical specifications, inadequate feasibility studies, adverse climatic conditions among others. Out of those factors, corruption, labour unrests and inefficient project management were the biggest contributors to time and cost overruns in the power projects.
According to Haseeb et al (2011), it is the norm rather than the exception to find major construction projects completed on time in Pakistan. He attributes the delays to natural disasters, financial and payment problems, improper planning, poor site management, insufficient experience, shortage of materials and equipment, contractual relations, environmental and site conditions. He concludes that the timely completion of projects is an indicator of efficiency of the parties involved.
Kagiri et al (2008) attributes government bureaucracy, the ability of the contractor, improper project preparation, risk assessment and management, interpretation of requirement and resource planning among other reasons as the main factors leading to time and cost overruns in energy projects in Kenya. Muindi (2011) identified supervision by the parent ministry, reliability of funding, the bottlenecks in the Public Procurement and Disposal Act (2005) and scope of the project as factors that affected the timeliness of completion of capital projects in Kenya Pipeline Company. A   study on Government funded water projects in Kenya showed that infrastructure, project management, insufficient resources, team work and lack of motivation as factors that caused delays in the projects (Musa 1999).
It is clear that there are many factors that have a bearing on the completion of a project and this study will examine the following four factors.
2.3.1
The Public Procurement and Disposal Act (2005)
In order to implement a project, the sponsoring organization will need to procure some goods and services. In Kenya, the procurement of goods and services by a public entity is governed by the Public Procurement and Disposal Act (2005) and Regulations made there under. That law seeks to ensure that the government and the public obtain value for money throughout the supply chain in respect of:-
(i) Procurement by a public entity;
(ii) Contract management;
(iii) Supply chain management, including inventory and distribution; and
(iv) Disposal by a public entity of stores and equipments which are unserviceable, obsolete or surplus.
The Public Procurement Oversight Authority is the government agency set up to ensure compliance with the public procurement and disposal legal framework. Thus any person who is dissatisfied by the procurement process of a public entity including a decision to award a contract for the supply of any goods and services, may refer the matter to PPOA for adjudication. An appeal or request for review by a participant in a tender under the PPDA must be lodged within fourteen days of the procuring entity’s decision. PPOA is required to make a decision within thirty days of the appeal or review request being filed. It may turn out that the decision of the procuring entity is overturned and the tender has to be redone. During this process, the project is held in limbo and may incur additional costs due to lawyers and other experts being hired to support the procuring entity’s decision, not to mention delays. Since the PPDA regulates the procurement process of KenGen, the study will examine how that process affects the implementation of energy projects in KenGen.
2.3.2 Funding 
For a project to be implemented, the sponsoring organization must identify the source of funds for the project. If it does not have the funds, it may examine various ways of raising the funds required including using debt, joint ventures overdrafts, selling part of its stock among other methods (Cleland & Ireland, 2002). It is not only the sponsoring organization that has an interest in how the project is being funded. Contractors and suppliers of goods and services often take a keen interest in how the project is to be funded as the lack of project funding may occasion them loss due to non-payment or late payment of their dues. It could even lead the contractor or supplier into insolvency when it becomes unable to service its financial obligations due to non-payment by the project sponsor (Lock, 2000). The lack of funding for the project could mean that the project either runs behind schedule or is actually terminated (Cleland & Ireland, 2002). According to Esty (2004), the building of a power plant is a fairly complex matter that involves a large capital expenditure. It is therefore necessary at the project planning stage to properly estimate the cost of the project. If the scope of the project changes, the cost should be varied accordingly. Further, there are other costs like feasibility studies, environmental impact assessments, approvals or licences that are conditions precedent to the project being undertaken. These may become sunken costs if the project never takes off yet they must be budgeted for. 
The study seeks to examine the effect of funding on the completion of energy plant projects in KenGen.
2.3.3 Resettlement of Project Affected Persons
For a project to take off, the project sponsor has to ensure that the site where the project is to be implemented is acquired. Project stakeholders are claimants who have or believe they have a vested interest in the project (Cleland & Ireland, 2002). There are the primary project stakeholders: persons or groups that have a legal or contractual relationship with the project and are required to avail resources to ensure the completion of the project, for instance, the contractor. Secondary stakeholders have no contractual or legal commitments to the project but can affect the project because of their interests. Examples of secondary stakeholders include the local community where the project is being implemented and the general public. Clearly, while the primary stakeholders fall within the purview of the project manager, secondary stakeholders are outside his control thereby making it harder to manage them. It is therefore imperative that the project manager in doing a scan of the environment in which the organization operates in, ensures that he captures the effect of the local community interests on the project. Cleland and Ireland (2002) suggest that the project manager adopts an appropriate strategy to manage the stakeholders by: identifying the appropriate stakeholders; specifying the nature of the stakeholder’s interest; measuring the stakeholder’s interest; predicting the future conduct of each stakeholder and evaluating the impact of the stakeholder’s behavior on the project. The local community may demand employment of its population in the project, purchase of locally available supplies, setting up of charitable, social or cultural projects or the addressing of certain health and safety concerns (Cleland & Ireland, 1983). According to (Cleland & Ireland, 2002), there is virtually no limit to the means that secondary stakeholders can use to enforce their demands while they do not necessarily have to be responsible for their strategies and actions. They may seek court injunctions against the project, use political pressure, local community resistance, emotional appeal, media support and even scare tactics. In dealing with the demands of the local community, the project may lag behind schedule, incur cost overruns, and force change of design or abandonment of the project. 
Land is an emotive subject in Kenya and KenGen has to figure out how to deal with the local community and other stakeholders to get possession of the land where the plants will be based. Some donors and financiers involved in the project may require that the people affected by the plants be resettled before the project can be implemented.   The resettlement of the project affected persons therefore has an impact on the delivery of the project and the study will examine its effect on the completion of power plant projects in KenGen.
2.3.4
Approval of Power Purchase Agreements by ERC
The Government of Kenya is a stakeholder in the energy sector and sets energy policies. It is also the majority shareholder in KenGen and offers financial support to the company (KenGen, 2013). The energy sector is regulated by a government body, the Energy Regulatory Commission. This Commission has to approve all the power purchase agreements that a generator of electricity is going to enter into with Kenya Power or any other buyer before the power plant is implemented. Kagiri et al (2008) recognized that government bureaucracy causes delays in implementation of KenGen’s power projects. Al-Najjar (2008) in his research into the causes of time and cost overruns in construction projects in the Gaza Strip identified the failure of government agencies to issue permits or licences on time as a factor contributing to the project delays. The study will thus examine the effects of Approval of Power Purchase Agreements by ERC on completion of energy projects in KenGen.
2.4 Conceptual Framework
The completion of energy plant projects depends on the time taken, cost and the ability of the plant to meet the technical specifications (customer needs). The conceptual framework below shows how the independent variables relate to the dependent variable.
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Fig 2.3 Conceptual Framework (Source: Author).
CHAPTER THREE
RESEARCH METHODOLOGY
3.0 Introduction 
This chapter outlines the methodology used in the research. It describes the type of research that will be carried out, the target population and explains why this methodology is being used.  Further, it describes the data collection methods and details how the data will be analyzed.
3.1 Research Design
The study will be a descriptive survey.  According to Kothari (2004), descriptive research aims at describing the current state of affairs. The researcher has no control over the variables and reports what has happened or is happening. A descriptive study aims at determining the what, when and how of a phenomenon which was the subject of the study. The data is collected from a specifically defined group of individuals who answers a number of similar questions.  The research questions will be addressed through self administered questionnaires having open and closed questions.  The responses to questionnaires will form the data for the study.
3.2 Area of Study
The study will be conducted at the head office of KenGen in Nairobi and will involve members of projects implementation teams from the Finance, Business Development and Strategy, Operations, Supply Chain and Legal divisions/departments.
3.3 Target Population
Target population is the specific population about which information is desired. According to Bryman and Bell, (2003) a population is a well defined or set of people, services, elements, events, group of things or households that are being investigated. This definition ensures that the population of interest is homogeneous. Mugenda and Mugenda (1999) describe a population as the total collection of elements to which references have been made. The target population will be the 446 employees who are participating or have participated in the implementation of energy plant projects in KenGen in the last 20 years.  The population is drawn from five divisions/departments that form part of the  project implementation teams.
	DEPARTMENT/DIVISION
	POPULATION

	Business Development & Strategy
	150

	Legal 
	16

	Supply Chain
	30

	Finance 
	50

	Operations
	200

	TOTAL
	446


Table 3.3 Distribution of Project Team Members as per Departments (Source: Author)  
3.4 Sample Size and Sampling Techniques
According to Mugenda and Mugenda (1999), a sample is a finite portion of a population whose properties are studied to gain information about the whole.  It should be adequate and representative of the underlying population.  (Gay 1981) states that a sample of 10% is adequate for a descriptive study. It is proposed to use purposive sampling to obtain the experts for the study as they have the desired attributes and information with respect to the objectives of the study.
	DEPARTMENT/DIVISION
	Sample Size (n) from each Department

	Business Development & Strategy
	15

	Legal 
	2

	Supply Chain
	3

	Finance 
	5

	Operations
	20

	TOTAL
	45


Figure 3.4 Number of Sample Project Team Members per Departments (Source: Author). 
3.5
Data Collection Instruments
 According to Mugenda and Mugenda (1999), primary data is data the researcher collects while secondary data refers to data from other sources. Primary data is considered more reliable and up to date.   
The main instrument for data collection will be self-administered structured questionnaires that will allow for uniformity of responses to questions. The questionnaire is a fast way of obtaining data as compared to others instruments (Mugenda and Mugenda, 1999). Both open-ended and closed-ended questions will be used.  Questionnaires allow greater uniformity in the way questions are asked, ensuring greater compatibility in the responses. In developing the questionnaire two broad categories of questions will be considered, namely: structured and unstructured questions. Structured questions are usually accompanied by a list of all possible alternatives from which respondents select the answer that best describes their position.  Questions will be constructed so as to address specific objectives and provide a variety of possible responses. 
Unstructured questions give the respondent freedom of response which helps the researcher to gauge the feelings of the respondent. These kinds of questions expose respondents’ attitudes and views very well (Field, 2005). 
3.6
Data Collection Procedures
Primary data will be obtained through the use of the structured questionnaires. The researcher will approach the office of the Managing Director of KenGen and seek authority to collect data. 
Validity of the questionnaire will be availed to peers and a panel of experts from the University who will establish its content and validity to ensure that the items are adequately representative of the subject area to be studied. The test-retest method will be used to ensure reliability of the instrument while content validity will be established by expert judgment which is recognized by (Mugenda & Mugenda, 1999). Validity indicates the degree to which an instrument measures what it is supposed to measure: the accuracy, soundness and effectiveness with which an instrument measures what it is intended to measure (Kothari, 2004) or the degree to which results obtained from the analysis of the data actually represent the phenomena under study (Mugenda & Mugenda, 1999). 
3.7  Reliability Test
Reliability is a measure of the degree to which a research instrument yields consistent results after repeated trials (Mugenda & Mugenda, 1999). Reliability of the instrument depends on the random error which is the deviation from a true measurement owing to issues that the researcher has not dealt with. The error could be due to inaccurate instructions to the interviews or tiredness on the part of the interviewer or interviewee. An increase in the error reduces the reliability of the instrument although the error cannot be completely eliminated irrespective of the research methodology used (Mugenda & Mugenda, 1999).
3.8 Data Analysis
Data analysis is the whole process which starts immediately after data collection and ends at the point of interpretation and processing of the data (Kothari, 2004). Therefore, editing, coding, classifying and tabulating are the processing steps to be used to process the collected data for a better and efficient analysis. The researcher will use content analysis which involves scanning the content for recurring and repeated themes/content/word and then constructing a description of the sample studied (Mugenda and Mugenda, 1999).  
3.9 Data Presentation
The data collected will be presented using charts, tables and graphs as appropriate. According to (Mugenda & Mugenda, 1999), a graph allows the representation of a trend better than numbers. 
CHAPTER FOUR: DISCUSSION OF FINDINGS
4.0
Introduction
The research was conducted at the head office of KenGen in Nairobi and targeted forty five members of projects implementation teams from the Finance, Business Development and Strategy, Operations, Supply Chain and Legal divisions/departments. Out of the 45 members of the sample population to whom a self-administered questionnaire was given, twenty eight (62.22%) responded. The research was conducted in May and June 2013.
The main objective of the research was to establish the factors affecting the completion of energy plant projects in KenGen. The specific objectives of the study were: to determine the effect of the Public Procurement and Disposal Act (2005) on the completion of energy plant  projects in KenGen; to find out the extent to which the funding affects the completion of energy plant projects in KenGen; to determine the effect of resettlement of project affected persons on the completion of energy plant projects in KenGen; and to determine the effect of the approval of the power purchase agreements by Energy Regulatory Commission on completion of energy plant projects in KenGen.
4.1
Profiles of Respondents
The profiles of the 28 respondents by gender are shown in the table below.
Table 4.1.1 Distribution of respondents by gender
	Gender
	Number of Respondents

	Male
	22

	Female
	6

	Total
	28



[image: image1.emf]0

5

10

15

20

25

30

Number of Respondents

Male

Female

Total


The following table shows the profiles of the 28 respondents by age.
Table 4.1.2 Distribution of respondents by age 
	Age Bracket of Respondents (Years)


	Number of Respondents

	20-30
	6

	31-40
	14

	41-50
	6

	51-60

Over 60
	2

Nil
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The profiles of the 28 respondents by length of employment in KenGen are indicated in the table below. 
Table 4.1.3 Distribution of respondents by length of employment
	Length of Employment in Kengen
	Number of Respondents

	0-2 years
	0

	2-4 years
	11

	4-6 years
	3

	Over 6 years
	14
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The following table profiles the 28 respondents by level of education.
Table 4.1.4 Distribution of respondents by level of education.
	Level of Education
	Number of Respondents

	Secondary School
	Nil

	Diploma
	Nil

	Bachelor Degree
	21

	Masters
	7

	Doctorate
	Nil
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The table below profiles the respondents by their professions.
Table 4.1.5 Distribution of Respondents by Profession
	Profession
	Number of Respondents

	Procurement
	2

	Engineering
	14

	Law
	4

	Finance
	8

	Others
	0
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The following table indicates the profiles of the respondents by their participation in projects.
Table 4.1.6 Distribution of Respondents by Participation in Projects 
	N0. of Projects 
	Number of Respondents

	0-3
	2

	4-6
	18

	7-9
	6

	Above 10
	2
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The following table shows the profiles of the respondents by the number of years they have in project implementation.
Table 4.1.7 Distribution of Respondents by Number of Years in Project Implementation
	N0. Of Years in Projects
	Number of Respondents

	Less than 5 years
	11

	6-10 years
	15

	11-15 years
	2

	Above 16 years
	0
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4.2
Discussion of Findings
All the respondents indicated that that funding affected the completion of the energy plant projects in KenGen.  Some of the challenges identified by the participants were: delays in fulfilling financing conditions; suspension of funding and delays in disbursement of funds. On reliability of the funding, 60.71% of the respondents felt that PIBO was the most reliable followed by KenGen’s internally generated funds at 28.57 %, Development Financial Institutions at 67.86% and lastly local banks at 60.71%. 
Without exception, all the respondents felt that the Public Procurement and Disposal Act made it difficult for KenGen to acquire goods and services efficiently and cost effectively. They were of the view that the process took too long. KenGen has had disputes with its contractors on energy plant projects and the procurement decisions have been challenged before the PPOA. This means that the commencement of the projects was at times delayed to await the finalization of the disputes with higher cost implications for the project.
The resettlement of project affected persons was seen by 100% of the respondents as a cause for delays in energy plant completion at KenGen as their demands were stalling some projects causing time and cost overruns. 
The approval of Power Purchase Agreements by the Energy regulatory Commission was in 89.26% of the cases done within a month of the documents being submitted to the regulator. 7.14% of the PPAs were approved in between 2-3monhts while 3.57% were approved after 6 months. This implies that the regulator is fairly efficient in approving the PPAs but the respondents felt it was not quick to review disputes between warring parties.
From the findings, funding was seen by 75% of the respondents as having the greatest impact on the completion of energy plant projects in KenGen. The PPDA was ranked number 2 by 53.57% of the participants with  the resettlement of project affected persons and approval of Power Purchase Agreements by the Energy Regulatory Commission rated third and fourth by 82.14% and 89.29%  of the respondents respectively. The findings contradict those of Kagiri et al (2008) whose research ranked government bureaucracy as the main factor leading to time and cost overruns in energy projects in Kenya. However, the work of Muindi (2011) that identified supervision by the parent ministry, reliability of funding and the bottlenecks in the Public Procurement and Disposal Act (2005) as factors that affected the timeliness of completion of capital projects in Kenya Pipeline Company closely mirror the findings of the current research.
4.2
Public Procurement and Disposal Act
All the respondents stated that KenGen has faced challenges with the Public Procurement and Disposal Act. These ranged from the lengthy procurement process, the winning bidder though the lowest not necessarily being the best or most competent, interference by senior management in the bid evaluation process (vested interests), expiration of bid securities before evaluation was done, delays in completing evaluations within the legal time limits and lack of cohesion in the evaluation teams. 
On the question of whether KenGen experienced delays in obtaining the goods and/or services from suppliers, the respondents unanimously (100%) stated that delays were encountered. They attributed the delays to the lengthy procurement process and the time taken to resolve disputes arising from the procurement decision. 
100% of the respondents also agreed that procurement decisions made by KenGen in energy plant projects had been challenged before the PPOA. The length and cost of challenging procurement decisions by interested parties was not planned for thus leading to delays in completing the projects and increased costs. All the respondents indicated that where the commencement of the project was delayed but completion was achieved on time, the project incurred cost overruns. The company had to pay more to contractors to speed up the work.
Lastly, all the respondents agreed that KenGen has had disputes with suppliers and/or contractors. According to the respondents, the disputes led to loss of revenue, time and cost overruns.
4.3 Funding
All the respondents stated that the projects were budgeted for before implementation.
In terms of the reliability of the funding, 60.71% of the respondents felt that PIBO was the most reliable followed by KenGen’s internally generated funds at 28.57 % while local banks were the least reliable at 60.71%. Development Financial Institutions were the third most reliable at 67.86%. The local banks were seen as the least reliable by 60.71% of the respondents.
The table below shows the various sources of funding and their reliability as rated by the respondents. 
Table 4.3 Sources of Funds and Reliability 
	Source of Funds
	Reliability

	
	Very High (n) respondents
	% (n) 
	High (n) respondents
	% (n)
	Medium
(n) respondents
	% (n)
	Low
(n) respondents
	% (n)

	1. KenGen
	8
	28.57
	8
	28.57
	7
	25
	1
	3.57

	2. GoK
	1
	3.57
	6
	21.43
	0
	0
	7
	25

	3.Development Financial  Institutions
	2
	7.14
	7
	25
	19
	67.86
	3
	10.71

	4.Local  Banks
	0
	0
	1
	3.57
	2
	7.14
	17
	60.71

	5. PIBO
	17
	60.71
	6
	21.43
	0
	0
	0
	0


The respondents indicated that funding affects the completion of the projects. Delays in fulfilling financing conditions, suspension of funding and delays in disbursement of funds were pointed out by the respondents as some of the challenges encountered in funding.
Further, the 28 respondents indicated that KenGen borrows in foreign currency to finance its projects. However, 98% of the respondents felt that foreign currency fluctuations and changes in cost of materials do not affect the project completion time while 2% felt that they did. All of them stated that the project could still be completed on time but at a higher cost. In order to mitigate the risk of changes in cost of materials, KenGen goes for fixed price contracts where feasible and allows for change in prices to reflect inflation using either the inflation or consumer price index. Where there is a foreign exchange fluctuation against KenGen’s borrowings, the company passed on the cost to the consumer. 
Three (10.71%) of the respondents stated that KenGen did not pay its contractors on time while 25 (89.29%) stated that the payments were done on time.
4.4 Resettlement of Project Affected Persons
The respondents indicated that KenGen acquires its land by directly negotiating with land owners, leasing from government and compulsorily acquisition. 100% of the respondents stated that KenGen receives demands for resettlement by project affected persons. The company budgets for the resettlements which are funded by the project financiers. The affected population also demands for employment, social amenities, schools, construction of roads, share of plant revenues and ownership of the plants. KenGen responded by compensating the people affected, providing social amenities and schools and constructing houses. It also encouraged contractors to use unskilled labour from the local community. The 28 respondents stated that the resettlement of the project affected persons at times stalled leading to delays in the commencement of the project. The demands by the affected population at times changed or increased during the execution of the project leading to further delays. The delays beyond the planned period led to higher costs as KenGen was penalized by contractors. 
4.5 Approval of Power Purchase Agreements
The respondents felt that there were challenges with the approval of the PPAs by ERC especially in the time the regulator took to resolve disputes between KenGen and Kenya Power. The table below shows the length of time taken by ERC to approve PPAs. 
Table 4.5 Time taken by ERC to approve PPA
	Time in Months
	(n) respondents
	% of (n)

	0-1
	25
	89.26

	2-3
	2
	7.14

	4-5
	1
	3.57

	6 and above
	0
	



[image: image8.emf]0

10

20

30

40

50

60

70

80

90

(n)

respondents

% of (n)

0-1

3-Feb

5-Apr

6 and above


It is apparent that the delays in the approval of the PPAs is not a normal recurrence above 3 months since the regulator approved PPAs in one month as voted for by 89.26% of the respondents.
4.6
Ranking of Factors
75% of the respondents rated funding as having the greatest impact on the completion of energy plant projects in KenGen. The PPDA was ranked number two by 53.57% of the participants with  the resettlement of project affected persons and approval of Power Purchase Agreements by the Energy Regulatory Commission being rated third and fourth by 82.14% and 89.29%  of the respondents respectively. The following table shows the rankings of the factors as given by respondents.
Table 4.6 Ranking of Factors
	Ranking
	1
	2
	3
	4

	Factor
	(n) respondents
	% (n) 
	 (n) respondents
	% (n)
	 (n) respondents
	% (n)
	 (n) respondents
	% (n)

	Funding 
	21
	75
	2
	7.14
	1
	3.57
	0
	0

	PPDA
	5
	17.86
	15
	53.57
	3
	10.71
	0
	0

	RAP
	2
	7.14
	7
	25
	23
	82.14
	25
	89.29

	PPA
	1
	3.57
	4
	14.28
	2
	7.14
	3
	10.71


CHAPTER FIVE: CONCLUSION AND RECOMENDATIONS
5.0
Introduction
The completion of energy plant projects on time, on budget and in accordance with the technical specifications given by KenGen is important not just for the company but also for the Kenyan economy as well. The provision of adequate and reliable electricity supply depends on how well the energy plant projects are conceptualized and executed. The independent variables studied in this research were seen to impact on the completion of energy plant projects in KenGen as summarized below.
5.1
Summary
All the respondents indicated that funding affected the completion of the projects. There were delays in fulfilling financing conditions and disbursement of funds while in one instance there was suspension of funding.  In terms of the reliability of the funding, 60.71% of the respondents felt that PIBO was the most reliable followed by KenGen’s internally generated funds ranked second by 28.57 % of the participants, Development Financial Institutions were rated third by  67.86%  of the respondents while local banks were the least reliable per 60.71% of the respondents. 
The respondents were all in agreement that KenGen had challenges in procuring goods and services due to the Public Procurement and Disposal Act that tended to lengthen the process. The respondents (100%) also stated that KenGen has had disputes with its contractors on energy plant projects and the procurement decisions have been challenged before the PPOA.
The resettlement of project affected persons was seen by 100% of the respondents as a cause for delays in energy plant development at KenGen. The demands placed on the company by the affected persons would stall some projects, cause time and cost overruns. The approval of Power Purchase Agreements by the Energy regulatory Commission was in 89.26% of the cases done within a month of the PPA being submitted. However, 7.14% of the PPAs were approved in between 2-3 months while 3.57% of them were approved after 6 months.
The research findings indicate that among independent variables studied, funding had the greatest impact on the completion of energy plant projects in KenGen  followed by the PPDA, the resettlement of project affected persons and approval of Power Purchase Agreements by the Energy Regulatory Commission. 
5.2
Conclusions 
From the above findings, it is clear that all the four factors affect the completion of energy plant projects in KenGen. The following conclusions can be drawn from the research.
5.3
Funding
KenGen raised about Kshs 25 billion through PIBO in 2006. Despite PIBO and internal funding being the first and second most reliable sources of funds, it is not always possible to raise the finances whenever required. This is because the bond, for instance, requires that the debt to equity ratio in the company be such that more debt can be loaded. Further, some of the financiers require that a certain debt coverage ratio be maintained by the firm thus making it difficult to borrow more without contravening the covenants between the parties. Currently, KenGen is unable to absorb more debt and has to look for other financing models.
5.3
Public Procurement and Disposal Act 
The PPDA seems to add undue technicalities and time to the procurement process. This is largely due to the fact that the company has to wait for those aggrieved by its decision to get redress at the PPOA. Once the company has made a tender award, it has to wait for twenty one days to see whether its decision will be challenged. Once a challenge is mounted, the parties have to exchange papers which take another fourteen days. The PPOA then gives a decision within thirty days of hearing the dispute. That lengthy process adds not less than two months of uncertainty to the project. If the worst happens and the tender is cancelled, the project is jeopardized. The other aspect is that the PPDA favours the lowest bidders. However, they may not always be the best qualified as pointed out by the respondents which means that the project may not meet the technical requirements envisaged. Time and cost overruns then become inevitable. The findings by Muindi (2011) are therefore corroborated.
5.4
Resettlement of project affected persons
This factor was rated as the 3rd most influential affecting the completion of energy plant projects in KenGen. It is apparent that the local communities where the projects are carried out at times impose unreasonable demands on the company. Their expectations may not be realistic. The ensuing conflicts between the project affected persons and KenGen may lead to project delays with time and cost implications. 
5.5
Approval of Power Purchase Agreements by the ERC
This factor scored the lowest among the respondents. It may be concluded that the regulator is expected to approve the PPAs with or without amendments. It may therefore be inferred that this factor is not a show stopper unlike funding and the PPDA. Although governmental institutions as seen as bureaucratic and odious to deal with (Kagiri, 2008), this study would suggest that either the situation has significantly improved or that ERC is different especially on the PPAs. A further study could be carried out by interested persons to verify the state of things at the regulator.
5.6
Recommendations
Following the research findings, the following recommendations are suggested to address the challenges that affect the completion of energy plant projects at KenGen:
i. The government should amend the procurement law to make it more facilitative rather than a hindrance to efficient procurement;
ii. KenGen should look for more avenues for funding like PIBO rather than rely on government and development  financial institutions;
iii. The government should set and enforce a clear policy on how to deal with squatters on land meant for energy projects;
iv. The government should consider giving Sovereign guarantees to financiers in order for KenGen to attract favorable funding of its energy projects; 
v. The government should consider the establishment of a stabilization fund for the energy sector from which the various energy companies can draw from in times of financial distress; and
vi. Kengen should consider adopting public-private partnerships to drive its projects.
5.7
Areas of Further Research
There is a need to conduct further research into the following matters:
i. The effects of resettlement of project affected persons on energy projects in Kengen; and
ii. How does the reliability of funding affect the completion of energy plant projects in Kenya.
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APPENDICES
Introduction
My name is David Kamau Mwangi.  I am a postgraduate student at Jomo Kenyatta University of Agriculture and Technology undertaking an Executive Masters Degree in Business Administration.  I am doing a research into “Factors Affecting the Completion of Power Plant Projects in Kenya: A Case Study of KenGen”.  Kindly assist me by answering the following questions.  The information given will be treated with strict confidence and will be used purely for academic purposes.
 APPENDIX 1 QUESTIONNAIRE
Instructions:  (Please read the instructions given and answer the questions as appropriately as possible). It is advisable that you read carefully and correctly fill in each section as provided. 
Section A: Demographic Information
1. What is your gender?
 Female
 Male
2. In which age bracket do you belong?
 20-30 years
 31-40 years
 41-50 years
 51-60 years
 More than 60 years old
3. Number of years you have served in KenGen?
 0 – 2 years
 2 – 4 years
 4 – 6 years
 Over 6 years
4. What is the highest level of education you have achieved?
 Secondary School
 Diploma
 Degree
 Masters degree
 Doctorate
1. What is your professional occupation:

 Procurement

 Engineer

 Lawyer

 Finance

 Other (specify)
2. How many energy projects you participated in?

 0-3         

 4-6

 7-9

 Above 10
3. Please state the number of years that you been involved in implementation of energy projects:

 less than 5 years

 6-10 years

 11-15 years

 Above 16 years
4. Give the name and value in Kshs of the projects you are or have implemented.
	Item
	Name of the Project
	Value

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


A. Procurement Process
1. (a) Indicate the process or procedure used by KenGen to obtain goods and services---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
(b) Are there challenges in adhering to the Public Procurement and Disposal Act and its Regulations?
If yes, state the challenges.
------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
2. (a) 
(i)   Does the company experience delays in getting the right supplier of goods and/or     services? 
Yes        No
(ii) If yes, give a reason(s) for the delays
 --------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
(b) 
(i) Has any procurement decision made by KenGen in the energy plant projects been challenged before the PPOA?        Yes           No  

(ii)
Has KenGen had disputes with suppliers and/or contractors?
(iii) If YES, how did the dispute affect the project?
 ------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
B. Funding 
1. (a) Are the projects budgeted for before implementation? Yes          No
(b) Indicate the sources of the funds and the level of reliability.
 1 low        2 medium       3 high         4 very high
	Sources of Funds
	Reliability

	  
	


 
(c) How does the funding affect the completion of the projects? 
---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
(d) (i) Does KenGen borrow foreign currency for the projects?          Yes 

No
 (e) (i) State how KenGen deals with forex fluctuations -----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
(ii) How does KenGen cope with changes in cost of materials?
(iii) How does (i) and (ii) above affect the completion of the projects?
 --------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
2.  (a) Are Payment Certificates paid on time: Yes            No
(b) If no, give reasons ---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
3. Giving reasons, state whether estimated cost and completion schedule take into consideration: 
(i) Performance variances -----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
(ii) The consequences of corrective actions------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
C. Resettlement of Project Affected Persons
a. State how KenGen acquires sites for the energy plant projects.
 -----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
(b) (i) Does the project affected persons make demands on KenGen before and/or during implementation of those projects?
(ii) If yes, what is the nature of those demands?
 -----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
(iii) How do those demands affect the completion of the projects?
---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
(iv) Who funds the resettlement and how long does the resettlement take?
 --------------------------------------------------------------------------------------------------  
D. Approval of Power Purchase Agreements by ERC
i. State any challenges encountered while dealing with the ERC in the projects. 
------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------ 
(ii)
How long does ERC take to approve the power purchase agreements?

0-1 month           2-3 months         4-5 months        6 months and above 
1. (i) What, in your opinion is the main factor affecting the completion of energy plant projects? a. Public Procurement and Disposal Act       b. Funding                 c. Resettlement of Project Affected Persons            
d. Approval of Power Purchase Agreements by ERC.
(ii) Rank the above factors in the order of their impact on the completion of energy plant projects starting with the one with the biggest impact to the one with lowest impact. 
2. What do you suggest should be done to ensure completion of energy plant projects?
------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------
Thank You for Your Time and Participation
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