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Abstract

The study sought to establish the influence of risk management practices on project performance of cement manufacturing
firms in Kenya. The study used primary data which was collected using structured questionnaires which was pre-tested before
being administered. The respondents were the Chief Operations Officer (COO), Chief Finance Officer (CFO), Project
Manager (PM) and the Business Development Officer. These officers are purposely selected due to their level of involvement
in project management matters in their respective cement manufacturing companies. Therefore the sample was 62 officers
from the cement manufacturing companies in Kenya. Statistical Package for Social Sciences (SPSS) was used in data analysis
where both descriptive and inferential statistics will be applied. The study found out that the four project management
practices (risk avoidance, risk retention, risk transfer and risk control) were practiced in the Cement manufacturing companies.
There is evidence of project performance being influenced by project risk management practices; project risk avoidance,
project risk retention, project risk transfer and project risk control. Also the relationship between the independent and
dependent variables is significant. The study recommends policy makers in the cement manufacturing industry to take note of
the findings of this study. The project management practices affect project performance.
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1. Introduction

Project risk management has a prominent position in the framework of project management theory and methodology (Project
Management Institute, 2015). Project risk management is a continuous process needing an integral risk management system in all
the phases that the construction project passes through, which is accomplished by developing a framework for process-driven risk
management. Risk taking, gambling and the desire to manage risks (that is, to insure against them, avoid them, or take advantage
of them) have existed in human society for millennia (Richardson & Jackson, 2010).

Today, management of project risks is not just a hot topic. It is an important area of focus for organizations and professionals
in many areas, such as construction, healthcare, finance, the military, and project management. The focus on project risk
management is not surprising considering that the impact of decisions made by businesses, organizations and individuals can be
more significant today than even half a century ago due to technological advances, globalization, and the ever-increasing
complexity of many professions. Even a seemingly harmless error or a decision to ignore an obvious risk can have far-reaching
consequences (Kwan and Leung, 2011).

The Kenyan cement industry has seen the entry of four new foreign investors who have established cement plants in the
country in the recent past. One of this is Mombasa Cement which is a subsidiary of Tororo Cement Company in Uganda and is
producing with the help of Taiheiyo Cement Corporation, the largest cement producer in Japan. This foreign based company is
equipped with advanced technology which enables it to produce more efficiently hence offering lower prices Ndetto (2015).
Several challenges confront the cement industry which includes high cost of electricity due to high tariffs as well as inadequate
power supply, costly imported coal, small capacities for clinker and cement production, lobbying for the introduction of concrete
roads in Kenya that will require plenty of cement and inadequate support from the government on policy issues (Chesaro, 2013).
The industry is also confronted by poor quality of power due to interruptions/outages leading to inefficiencies in production
systems and breakdowns and high cost of transport caused by dilapidated roads.

The demand for cement in Kenya is estimated to be about 3.5million tons per year Ndetto (2015). The cement firms produce
about 3.5 million tons, of which Bamburi Cement produces 2.3 million tons. These companies also export their products to other
neighboring countries including Somalia, Democratic Republic of Congo, South Sudan, Mozambique, Rwanda and Burundi
(Mumero, 2011). The increased purchase of cement is attributable to continued demand for housing and accommodation due to
increase in Kenya’s population. Increased private building projects and also increased government expenditure on roads and
building projects caused the increase in cement consumption during the past 3 years.
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In pursuit of efficiency and effectiveness, the cement manufacturing firms outsourcing various non-core activities which
include, transport services, staff recruitment services, provision of stationeries, security services among others (Kenani, 2013 and
Chesaro 2013). This has made the cement firms to concentrate on the core business of cement production to meet the ever rising
demand in the construction industry locally and regionally.

2. Research Problem

Uncertainties can be seen as the center of project management concerns. In this respect, Ward and Chapman (2013) argue that
the entire project risk management should focus on administering uncertainties, since risk is always associated with threats (or
opportunities) of uncertain events to the projects. Despite the importance of the Cement manufacturing sector to the economy, it is
beset by a number of challenges that require introspection and understanding of the inherent risks management practices. In recent
years, poor performance of construction projects has provoked an increased interest into the nature and mechanism of risk
management and analysis (Ngugi and Mwangi, 2018). They have observed the industry as having a very poor reputation for
coping with the adverse effects of change, with many projects failing to meet deadlines and cost and quality targets. Effective
project performance can be measured on the basis of time, cost and quality (performance), commonly known as the triple
constraint. These three factors represent the Key Performance Indicators (KPIs). To establish whether a project has been
effectively implemented, or better still, if the project has been successful, one has to go back to the initial project goals of time,
cost and quality (performance) and be able to measure the extent of their individual achievement.

Abdulrehman and Goh (2013) sought to identify the major risks associated with the Malaysian construction industry and to
evaluate the practical measures that the various local construction industry players would take to respond to those risks. Financial
risk and time risk were found to be the major risks in terms of the occurrence frequency and the impacts. A lack of knowledge and
the associated costs of risk management application were the main reasons given by local contractors who lag behind in
implementing risk management in their practices. Kululanga and Kotcha (2010) observed that there is relatively low
implementation of formal risk management methods in practice by the majority of construction contractors, especially those in the
small and medium-sized category in Sub-Saharan Africa, which could lead to the construction industry consistently suffering from
poor project performance.

Although a number of scholars have explored project risk management in projects, as yet, there does not appear to be any
study that has considered the influence of PRM on the success of projects in Kenya. Ngugi and Mwangi (2018) studied the Risk
Management Practices and Performance of Construction Projects in Nairobi City County Government, Kenya and found out that
the risk management practices; legal risk management, construction risk and contract risk management had an inverse relationship
with the construction project performance while design risk management had a positive one. Kahungura (2017) sought to establish
the influence of project management practices on the performance of mobile money transfer in Kenya, a case of Orange Money.
The study found out that there was a positive and significant correlation between monitoring and evaluation, risk management,
project leadership skills, stakeholders’ participation and performance of Orange Money. Musyoka (2010) looked at the project risk
management practices and success of capital projects in Kenya and found out that, risk management practices have been widely
applied in projects which were considered to be complex as these projects attracted a lot of public attention because of substantial
impacts on communities, economy, environment, and budgets. According to the above there is no study that succinctly delves at
effects of risk management practices on the cement manufacturing industry in Kenya; this study there seeks to fill this gap.

3. Study Objective

The main objective of the study was to determine the influence of project risk management practices on the performance of
cement manufacturing firms’ projects in Kenya.

4. Review of Literature

If the project risk is classified as bringing negative consequences to the whole project, it is of importance to review the
project’s aim. In other words, if the project risk has significant impact on the project, the best solution is to avoid it by changing
the scope of the project or, worst scenario, cancel it. There are many potential project risks that a project can be exposed to, and
which can impact success (Ropel & Gajewska, 2011).This is why project risk management is required in the early stages of a
project instead of dealing with the damage after the occurrence of the project risk (PM1,2004).

Project risk retention involves acknowledging that a particular project risk situation exists and making a conscious decision to
accept the associated level of project risk, without engaging in any special efforts to control it (Kerzner, 2009). Project risks often
tend to be interrelated, but they can sometimes be considered in isolation. Project risks can not only affect the achievement of
project objectives but also influence the occurrence of one another.

If a project risk can be managed by another expert who has a greater capability or capacity, the best option is to transfer it.
Ropel & Gajewska (2011).states that the project risks should be transferred to those who know to manage it. Project risks can be
transferred to the client, contractor, subcontractor, designer etc., depending on the project risks character. As a result this could
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lead to higher costs and additional work, usually called project risk premium. It must be recognized that the project risk is not
eliminated; it is only transferred to the party that is best able to manage it (PMI, 2015).

By having an overview over the whole project it is easy to identify problems which are causing damage. In order to reduce the
level of risk, the exposed areas should be changed. This is a way of minimizing the potential risks by mitigating their likelihood
(Ropel & Gajewska, 2011).0ne way to reduce risks in a project is to add expenditures that can provide benefits in the long term.
Some projects invest in guarantees or hire experts to manage high risk activities. Those experts may find solutions that the project
team has not considered (Ropel & Gajewska, 2011).

Abdulrehman and Goh (2013) sought to identify the major risks associated with the Malaysian construction industry and to
evaluate the practical measures that the various local construction industry players would take to respond to those risks. Financial
risk and time risk were found to be the major risks in terms of the occurrence frequency and the impacts. A lack of knowledge and
the associated costs of risk management application were the main reasons given by local contractors who lag behind in
implementing risk management in their practices.

Carvalho and Junior (2013) sought to comprehend the impact of risk management on project performance and to investigate
the degree of diffusion of risk management practice in Brazilian companies. The results demonstrated that adopting risk
management practices has a significant positive impact on project success. They also show a positive impact from the presence of
a risk manager on project success. These studies reviewed, have not pointed clearly the issue of project risk avoidance, project risk
retention, project risk transfer and project risk control. Most studies despite having much criticism, acknowledged that the success
of a project is traditionally measured by time, budget, and requirements criteria.

The review indicates that project risks are part and parcel manufacturing project development performance. However, the
degree of risk varies with complexity, size both in terms of schedule and budget, and location. Scope creep, lack of understanding
of problems, ambiguous requirements, and lack of resources, hardware, networking, and security issues are some of the common
risk elements in manufacturing projects(Musyoka, 2010) Therefore, there is a need to adopt and implement risk management
strategies in cement manufacturing project. Although researchers and professional have written on risk management in
manufacturing firms projects, very little work in developed and developing economy have been done in examining the effects of
risk management strategies on enterprise project performance. Therefore this study seeks to fill the existing research gap by
determining the effects of risk management strategies on project performance in cement manufacturing firms in Kenya.

5. Research Methodology

This study adopted a cross sectional survey research design. A cross section survey allows the researcher to collect a wide
range of information without interfering the environment (i.e. nothing is manipulated) thus it enables a researcher obtain large
amounts of data from a sizeable population in a highly effective, easy and in an economical way using gquestionnaires. According
to Ndeto (2015) there are 6 cement manufacturing firms in Kenya operating both as public and private entities. The population of
the study comprised of the Chief Operations Officers (COO), Chief Finance Officers (CFO), Project Managers (PM) and the
Business Development Officers in the 6 Cement firms who were 162 as per the Cement Firms Human Resource Records. The
sample size of this study is calculated from the Slovin’s formula . Therefore a sample size of 62 respondents was adopted for the
study. This study used primary data which was collected through use of questionnaires. Data was collected, coded and analyzed
using SPSS version 20.0. The findings were presented in form of frequency tables and percentages and discussions and
interpretation of the same was given.

6. Data Analysis and Results
6.1 Descriptive Statistics

Various statements regarding project performance as influenced by project risk management practices were posed to the
respondents guided by a Likert Scale of 1-5, where 5=strongly agree, 4 = Agree, 3= Neutral, 2=Disagree and 1= strongly disagree.

The mean and standard deviation of the responses were calculated and tabulated.

Table 1 Influence of project risk management practices on project performance

Mean Std. Deviation
quality projects 4.68 .708
value for investments 4.64 574
increased profitability 4.55 .504
increased customer base 4.18 .947
Project completion in time 4.16 .861
Overall Mean 4.44
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Our organization has quality projects as a result of managing risk practices had the highest mean of 4.68 which is near 5 at
n=44 implies that the respondents strongly agreed on there being quality projects. The standard deviation was 0.708 which is the
third largest and hence the third furthest from the overall mean. Our organization gets value for its investments due to sound
management of project risks had the second highest mean of 4.64 implying that the respondents strongly agreed on this sub-factor.
A look at the standard deviation of 0.574 was the second smallest, the second nearest to the mean. Due to effective risk
management our organization has seen an increased profitability had the third highest mea of 4.55 implying that the respondents
strongly agreed on the same. Its standard deviation of 0.504 was the least, showing that the responses were least varied and almost
homogenous.

Our organization has an increased customer base due to managing the project risk practices had a mean of 4.18 which is near
4 implying that the respondents agreed on the increase of customer base. Its corresponding standard deviation 0.947 was the
largest, implying that it’s furthest to the overall mean showing that the responses were highly varied and non-homogenous. Our
organization completes our projects in time as a result of managing risk practices had a mean of 4.16 which is near 4 showing that
the respondents agreed on project completion in time. The corresponding standard deviation of 0.861 was the second largest
implying that it was the second furthest from the overall mean. The overall mean of 4.44 showed that the respondents agreed that
there is evidence of project performance as influenced by project risk management practices; project risk avoidance, project risk
retention, project risk transfer and project risk control.

6.2 Inferential Analysis
In order to establish the relationship between the independent and dependent variable in the study, the researcher conducted a
parametric analysis using Chi-square to establish the extent to which the independent variable (project risk management practices)

influenced the dependent variable (project performance) at 0.05 confidence level.

Hoy: Project risk management practices don’t have any significant influence on project performance for cement manufacturing
firms in Kenya.

Table 2 Testing the hypothesis for project risk management practices using Chi-Square

Value df Asymp. Sig. (2- Exact Sig. (2- Exact Sig. (1-
sided) sided) sided)
Pearson Chi-Square 66.588 68 .526
Likelihood Ratio 61.094 67 711 431
Fisher's Exact Test 79.674 .366
Linear-by-Linear 0.655 1 418 430 215
Association
N of Valid Cases 44

Since the calculated p-value 0.366 is less than the threshold (p=0.5) at 5% level of significance, therefore the study concludes
that project risk management practices have a significant influence on project performance for cement manufacturing firms in
Kenya. This is in line with Kahungura (2017) who found out that significant correlation between monitoring and evaluation, risk
management, project leadership skills, stakeholders’ participation and performance of Orange Money. Project management
practices had a significant relation with the performance of Orange Money.

7. Conclusions and Recommendations

The study found out that the four project management practices (risk avoidance, risk retention, risk transfer and risk control)
were practiced in the Cement manufacturing companies. Hence these factors were studied to establish their relationship with
project performance. There is evidence of project performance being influenced by project risk management practices; project risk
avoidance, project risk retention, project risk transfer and project risk control. Also the relationship between the independent and
dependent variables is significant.

The study recommends policy makers in the cement manufacturing industry to take note of the findings of this study. The
project management practices affect project performance although the effect is insignificant. All aspects of the findings should be
factored in, in policy manufacturing. Due to the findings of the study, study recommends that project managers embrace risky
projects as it is anticipated that they would yield better returns and thence project performance. The project managers therefore are
recommended not to avoid risk.
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