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ABSTRACT

The practice of construction project management remains ineffective in the
implementation of public projects in Rwanda according to the Office of Auditor
General’s reports; one rarely finds any public project completed within the specified
time, cost or quality. Review of related literature shows that the challenge of poor
delivery of construction projects is a widespread phenomenon in construction industry
worldwide. All the same, the exact reasons underlying the phenomenon differ
considerably from one county to another. The aim of this study was to investigate the
influence of project management practice on the performance of public housing projects
in Rwanda, particularly at the Rwanda Housing Authority (RHA) - a government
institution that has been assigned the responsibility to ensure proper management of all
public housing projects in the country. The specific objectives of the study were to: (i)
describe the extent to which contract negotiation and award affect project performance;
(i) explain the influence of project monitoring and acceptance on project performance;
(iii) define the impact of variations handling on project performance; (iv) describe the
influence of project closure/termination on project performance; (v) highlight expert
views for enhancement of project management performance in Rwanda Housing
Authority. In the study, a cross-sectional survey research (in a case study) design was
adopted. While the case was the RHA, the units of observation were the employees of
RHA. Accordingly, the target population was the fifty-seven (57) employees of RHA
who are directly deployed in the department in charge of construction project
management as per their job profiles. Data were collected using a questionnaire by
which both quantitative and qualitative data were captured. The data analysis was done
using the Microsoft Excel package to compute descriptive statistics (means & standards
deviations), frequencies and percentages. The study findings revealed that the
respondents have sufficient knowledge on project management techniques and their
potential for enhancing performance of housing projects in Rwanda. However, there
appears to be a weakness in the actual application of the project management tools,
which implies: (i) deficiencies in the skills and experience levels of the staff, and (ii)
ineffectiveness in the organization structure in which the project management function is
practiced in the public institution. From the findings of this study, the researcher
recommends that the RHA strives to improve her contract management practice through:
(i) further training or further capacity building for the staff-in-charge; (ii) refinement in
the contract management set up in order to, for example, boost the timeliness of risk
identification and response; and, (iii) embracing of ICT applications in the contract
management function.
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CHAPTER ONE
INTRODUCTION

1.1 Background of the Study

Over the recent two decades, Rwanda has made tremendous progress through
infrastructure and urbanization projects. Speed has been one of those easily
detectable characteristics of this nation’s economic transformation as projects have
been and are still being implemented very fast but of course with project
management challenges down the road that hindered a significant number of
development activities. Although, the country leadership in most cases had
outsourced consulting services from highly acknowledged international firms that
had been involved in very successful projects in the western world, many of their
projects hardly achieved their budget, quality and timeline goals. Suspicions point
fingers to local firms with questionable skills and experience that came on board to
kick off implementation phase of well-planned and designed projects. In
circumstances of lack of effective project management practice on the client side,
struggling firms most of the time focus on interest optimization through flexibility
provided in awarded contracts.

All over the world, projects are initiated, designed and implemented through
contracts between employers, consultants and contractors aiming to achieve
specific goals mostly in line with economic development, human welfare
improvement, investments, environmental protection, et cetera. Project
management has a wide scope, but special attention and care is always put on
execution of projects through contract management practice. Construction projects
being those consuming huge budgets with very complex execution procedures are

also prone to jeopardy.



Project measures, such as plans, processes, organizations, contracts and information
systems, should be ideally those that can function either in expected conditions or
to changed conditions (Gilbreath, 1986). These measures should be designed to
strike a balance between the need to be precise and firm while permitting looseness
(Othman, 1997). Project Management and administration involves making
decisions and the timely flow of information and decisions to enable completion of
the project as required by the contract documents including review and observation
of the construction project. This is important to the client, contractor and Consultant
not only to determine that the work is proceeding in conformity with the contract
documents, but also because it allows a final opportunity to detect any inaccuracies,
ambiguities or inconsistencies in the design (National Council for Construction,
2012).

Rigidly designed construction projects lead to poor performance or worse to total
failure of the construction projects. Although Pinto and Mantel (1990) are of the
view that it is difficult to define exactly what constitutes a failed project, the Project
Management Book of Knowledge according to Project Management Institute
(2004) posits that the success or failure of a project is measured by the difference
between what is expected of a project both during and after its completion and the
actual observed performance of the project when it is put to use. Project success has
been defined as the degree to which goals and objectives of a project are met
(Frederikslust, 1978).

It has been observed that public projects cause the Rwandan Government to lose
billions of Rwandan francs probably due to improper procurement process or
specifically poor contract management practices. This generally happens in
Government institutions due to issues, such as, corruption, litigations, contract
management, contract cancellations and substandard service or product delivery.
Countrywide, districts have had cases of delayed contracts triggered by weaknesses

in contract management. A total seventy (70) contracts with a value of



48,605,709.515 US Dollars had either been delayed or abandoned in Districts as
detailed in Table 1.1. Most of the affected contracts relate to works for improving
roads, water supply systems, building the integrated model villages, improving
markets, improving infrastructure for health centers, Technical and Vocational
Education and Training (TVETS), classrooms and craft centers (Agakiriro), as well
as projects to construct hotel/guest houses for revenue generation (Auditor General,
2017).

Most of the delayed contracts were noted in Nyaruguru, Karongi, Burera and
Nyagatare districts and Rwanda Housing Authority was requested to technically
assist all districts to optimize construction project performance (Office of Auditor
General, 2017).



Table 1.1: Value of Delayed and Abandoned Contracts

Service Delivery Affected by Delayed Contracts
and respective number of contracts

Value of Delayed and
Abandoned Contracts

(USD)
Seventeen (17) Roads contracts 19,555,384.169
Eight (8) Water supply system contracts 9,515,333.603
Six (6) Model villages contracts 2,384,401.436
Three (3) Markets contracts 3,956,910.549

Five (5) Health center contracts

Five (5) TVETs, classroom and craft centers
(Agakiriro) contracts

1,413,168.579
2,161,588.272

Four (4) Genocide survivor houses contracts 405,817.396
Three (3) Public lights contracts 956,168.928
Four (4) Electrification contracts 873,919.011
One (1) Office admin building contracts 1,021,185.233
Three (3) Hotel/Guesthouse contracts 4,925,646.990
Other contracts 1,436,185.349
Seventy (70) construction contracts in total 48,605,709.515
Twenty-seven (27) total contracts for the case study 16,268,718.455

Office of Auditor General, 2017

Likewise, the Office of Auditor General’s report also tackles issues related to

failure or delay of some construction projects of roads and feeder-roads under the

management of the Rwanda Transport Development Authority (RHA), the Ministry
of Agriculture (MINAGRI), the Water and Sanitation Corporation (WASAC), the
Rwanda Energy Group (REG) and Districts as stipulated in the table above.

Thereafter sometime during the year 2017, among many other resolutions adopted,

as a response to OAG’s report, the Government of Rwanda opted to withdraw from



Ministries and transfer to Rwanda Housing Authority (RHA) all public housing
projects because of poor performance suspected to be resulting from poor project
management. Among transferred project were construction of referral, provincial
and District hospitals and construction of education facilities withdrawn from both
the Ministry of Health and the Ministry of Education and handed over to Rwanda
Housing Authority (RHA). Obviously, there are still some rooms for improvement
especially contract management practice to meet the Cabinet expectations within
Rwanda Housing Authority even though the institution was praised to be the best

performing construction project manager by the State leadership (PMO, 2017).

Consequently, RHA was restructured in 2017 and reinforced by a bigger
organization structure comprised with additional experts assigned to facilitate
construction project management and at the same time focus on all transferred
projects from above mentioned Ministries. Similarly, RHA invited experts from the
University of Manchester (UM) to train available staff on how best to manage
construction contracts (RHA, 2017).

Refocusing on literature, project management comprises a step related to contract
management which is described as the process of monitoring whether the contract
parties are complying and performing as per the agreement. Contract management
is also described as the process that enables the agency and supplier to meet their
obligations to deliver the objectives of the contract. This means tracking and
monitoring delivery and costs, managing risks, and actively managing the
relationships between the agency, the supplier and key stakeholders. Common
contract management tasks include contractor monitoring and acceptance
management; managing the contractor relationship; contract administration; dispute
resolution; and contract closure (Crooper, 2008). Considering these steps or tasks, it
is difficult to figure out how each stage of the contract management affects the

project, when it is mishandled or carefully handled.



1.2 Statement of the Problem

The practice of construction project management remains ineffective in the
implementation of public projects in Rwanda. Application of management
principles in the projects appears to be inadequate and one rarely finds any public
project completed within the specified time, cost and quality. According to the
Auditor General (2017) report, for example, a great number of contracts, estimated
to be around seventy (70), for public projects are either delayed or abandoned at an
annual basis. And as for the RHA, the status of project management is worrisome
as several contractors have taken cases to court for settlement whereas several other

projects are under arbitration.

Two decades ago, Rwanda was facing many problems related to contract
management of public construction projects. In 1997, the Government established a
centralized public institution known as National Tender Board (NTB) with the aim
of overcoming the rising procurement and projects management issues. At the
beginning, this institution was given the responsibilities of undertaking the
procurement processes, monitoring different projects implementation and handling
contracts management issues (Isimbi, 2016).

However, though all procurement of projects were given to the NTB currently
known as the Rwanda Public Procurement Authority (RPPA), the rest of projects
activities or phases were given to Ministries and other implementing entities.
Thereafter, the Government decentralized procurement to ensure that a given
project is managed by same entity from initiation to its closure. Consequently,
project management became inevitable in every State organization and should be
conducted in line with the regulations outlined in the law on Public Procurement
gazette in 2007 and complemented by the Ministerial Order N°001/14/10/Tc of
19/02/2014 Establishing Regulations on Public Procurement, Standard Bidding

Documents and Standard Contracts.



Nevertheless, around seventy (70) contracts neither meet the allocated budget &
time, nor executed up to the expected quality and standards at an annual basis.
Contract addendums and extensions have become the norm. Worse, at the time of
this study, two (2) former Chief Budget Managers under the title of Director
Generals of the case study institution were in custody in the middle of judicial
procedures due to project mismanagement, wasteful expenditure, or incompliance
with project management procedures. Likewise, at least fifteen (15) new litigation
cases taken to courts annually by either contractors, consultants or the case study
institution seeking for settlement under the court of law and this issue always

appears in the Office of Auditor General’s annual reports.

1.3 Objectives of the Study

The main objective of this research was to establish the influence of project
management practice on performance of public Housing project in Rwanda for the
purpose of improving project performance in the public sector of the construction

industry of Rwanda. The specific objectives of the study are:

i. To find out whether the key components of project management at
Rwanda Housing Authority - contract negotiation & award, contract
monitoring & acceptance of works, variation handling, and contract
closure - influence performance of the public housing projects.

ii. To seek expert views on project management practice in Rwanda, for
enhancement of performance for public housing projects at Rwanda
Housing Authority.

iii. To formulate a framework for improving project management

performance at Rwanda Housing Authority.

1.5 Research Questions

i. Do the key components of project management at Rwanda Housing
Authority (Contract Negotiation & Award, Contract Monitoring &



Acceptance of Works, Variation Handling, and Contract Closure)
influence performance of the public housing projects?

ii. What are the expert views on project management practiced at Rwanda
Housing Authority for enhancement of performance of public housing
projects?

ii.  What framework should be proposed for improving project management

performance at Rwanda Housing Authority?

1.6 Justification of the Study

The previous scholars insisted on the influence of project management on
organization performance in profit making organizations, while this research
investigated the influence of project management practice on performance of
housing projects in the public sector as State corporations do not necessarily focus
on profits; instead they aim at effective service delivery to the citizens or effective
achievement of goals set for different development projects (Sinclair & Zairi,
1995). This makes it rational for the current research to investigate the influence of
project management practice on project performance in public institution like RHA.
As a matter of fact, East Africa governments have lost hundreds of millions of tax-
payers’ money through cancellation of contracts, unfinished projects, poor service
or product delivery, litigations, corruptions and extended contract periods in the last
eight years without major improvement (Transparency International Rwanda,
2017).

Likewise, in Rwanda several civil work projects in general have had additional
contracts related to unplanned works and therefore additional cost which was not
planned before their beginning. This requires an additional time and therefore, the
objectives and purpose of the projects is not achieved on scheduled time which
leads to poor performance of the projects (Rwanda Public Procurement Agency,
2014).



Also, costs incurred due to cancellation of contracts, or unfinished projects have
been left unexplained by many public institutions when summoned by the
Parliament. Furthermore, the project management of public projects in Rwanda has
been a challenge; as stated in the budget execution report of the fiscal year 2016-
2017 by the Ministry of Finance and Economic Planning (MINECOFIN); the
country is still depending on foreign aids from developed countries with 40% of the
national budget. The procuring entities face the problem of explaining to
MINECOFIN the reasons of their request for additional funds to be able to pay the
contractors for the unplanned additional works. The reasons for this failure are still
unknown; hence, this research intends to investigate those reasons particularly

focusing on project management practice in public projects.

Additionally, poor performing entities have been reported and summoned by the
Parliament for clarifications on their mismanaged projects. In most cases chief
budget managers say that they came across unusual circumstances which could not
be anticipated yet corruption perception index reports show that poor contract
practices give huge room for corruption (Transparency International Rwanda,
2017). Moreover, the previous studies focused on private and non-governmental
organizations and were conducted in different business environment outside

Rwanda.

Hence it may be inappropriate or inaccurate to apply their findings and conclusions
on the Rwandan public project context. Therefore, research on the clear link
between the two variables (project management and project performance) was of a
paramount importance to improve the status quo. It is for this reason that this
research was proposed exploring the relationship between project management
practice and public housing projects performance. Hence, the research aimed at
answering the following question: “How does project management practice

influence construction project performance in Rwanda Housing Authority?”



Therefore, this research helps the institution to figure out required adjustments for
improvement when it comes to handling each phase or stage of construction
contracts management. This research also comes up with a list of tools that can
contribute to contract management and point out other research areas that may be of

a paramount importance for Rwanda Housing Authority overall performance.
1.7 Significance of the Study

Rwanda Housing Authority (RHA) knows that expectations from Rwandans and
their leadership are very high. Considering ongoing cases that are in courts and
cases that are on arbitrators’ desks, the institution agrees that there is a long way to
go to achieve the best construction project performance there can be. Findings of
this research provides helpful knowledge to all Government institutions regarding
the effective project management practices. It also guides the central Government,
policy makers and other stakeholders on sound and informed decision making on

project management issues; henceforth achieving value for money.

Likewise, the research can be useful to the procurement and supply chain
professionals on the importance of practicing good project management;
determinants of best practice; as well as its challenges and solutions. For the supply
chain organizations, the research enables them to practice appropriate project
management by identifying key activities involved in the process. To the future
researchers, this study forms a baseline upon which future studies can be done by
establishing knowledge gap on the concept. Likewise, current and future students
can use the research findings and conclusions to enrich their knowledge on the
topic, create their literature review and establish new research areas. Both the
private and public sector, Contractors, Consultants, Academicians and Citizens of
Rwanda in general benefit from this research. Scope of the Study.
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1.1. Limitations and Assumptions

This research has limited space or geography, content and time. Geographically this
research was undertaken in Rwanda and focused on the institution in charge of
public housing projects which is Rwanda Housing Authority (RHA). This study
assessed execution practices of construction projects under RHA management. The
researcher, being an employee at the managerial level of the case study institution,
chose to abstain himself from administering questions related to corruption and
conflict of interests because he assumed that feedbacks on those avoided questions

would be questionable in terms of scrupulousness.

1.2. Outline of the Study
The study divided into five chapters to ensure that all crucial components of the
research were captured and well explained. After this introduction formulated in
Chapter one (1) which mainly introduces the research problem and justifies the
study significance and addresses the research problem in general, the objectives of
the study, research questions, limitations and scope; Chapter two (2) presents
related studies on management practices of construction projects in other countries.
It also discusses various concepts of contract management, history, trends, benefits,
tools, risks, opportunities, and policies globally and relates in the Rwandan context.
Chapter three (3) discusses the methodology used in conducting the study
comprising the research design, population, data collection procedures and analysis
whereas Chapter four (4) presents analysis of the data and the results observed.

Lastly, Chapter five (5) covers conclusions and recommendations of the study.
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CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction

This chapter gives the review of existing literature and focuses on pertinent
literature and relevant empirical case studies related to project management. It also
talks about project performance in terms of financial performance and physical

performance. It starts with theoretical review and ends with empirical case studies.

2.2 Theories on Contract Management

The term contract management refers to the procedures that allow a contracting
authority to verify that the contractor is executing the project in accordance with the
terms of the contract, providing the services/ supplying the products or constructing
the public works that have been set forth by the tender documents, at the time and
in the quantity defined in the Contract but also with the quality and the cost that
have also been defined in it. There are two theories of contract management that
guides this study, namely the Relational Theory of Contracts of (MacNeil, 2004)
and Principal Agency Theory of (Chiappori and Salinie , 2003).

2.2.1 The Principal Agency Theory

The underlying principle of the principal-agency theory is that there should be a
clear understanding of the needs of the principal and ability of the agent to meet
these needs competently. Principal must closely monitor agents’ performance;
create reward structures that reinforce desired performance (Chiappori and Salinie ,
2003). Indeed, when procurement contract is well defined and planned, the
principal and agents find it easy to meet needs of each other in an efficient way

resulting into timely execution of the contract (Oluka & Basheka, 2012).
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When project management team roles and responsibilities and Key Performance
Indicators are well defined, the principal and agents will find it easy to meet needs
of each other in an efficient way resulting into timely execution of the contract in
predetermined performance level. Moreover, the Principle-Agency theory is
concerned with the conflicting goals between the principal and agent in obtaining
their respective objectives and is focused on mechanisms related to obtaining
information. Thus, all contract management issues (contract planning, contract
pricing, contract award, contract structure, cost reimbursement, contracts
administration, contract centralization or decentralization, level and type of
surveillance) have their basis in agency theory and the principal-agent problem
(Rendon, 2009).

2.2.2 McNeils Relation Contract Theory

This theory was developed by lain McNeils in 2003. This theory has been the
object of theoretical research in common law Jurisprudence. It contracts legal
formalism to a certain extent and assumes that all the contracts can fall along a
relational range from discrete mere transaction to highly relational, although no
relation can be totally separate from relational elements, the isolation of the
contract from a relational context and the complete and exact planning of the
relationship presentation, or having a great importance for contracts law, cannot
explain totally modern contractual relationships. Highly relational contracts have an
effect which is strongly based on a specific social and economic context, on an
ongoing relation usually of trust between the parties, which influences the scope

and content of the contract (Diathesopoulos, 2010).

2.3 Project Management Practice

A contract is the foundation of the establishment and maintenance of a favorable
relationship between the contractor and contracting authority. It also forms a basis
for the acceptance of the project deliverables hence ensuring the achievement of
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value for money. If a contract fails to address the relevant issues required in the
agreement, such as word ambiguities, it becomes hard for the contracting company
to base a positive working relationship with the contractor (Lowe, 2013). For some
researchers, execution of construction projects refers to contract management or

contract administration.

In point of fact, Kelman (1994) defines contract administration as a set of activities
performed by government officials (client’s representatives) after a contract has
been awarded to determine how well the government (client) and the contractor
perform to meet the requirements of the contract. While strategizing to ensure that
contract management successfully takes the right course, all the parties involved
must pay keen attention to all provisions in the given or existing contract. Despite
that, certainly there are activities that the contracting company can carry out upon
awarding a contract to boost the contractor’s performance and subsequently achieve
effectiveness during the contract implementation, the major procedures in project
management related to execution of all kinds of construction contracts are

discussed as follows:

2.3.1 Negotiate and Award Contract

Negotiation is about reaching agreement on the essential terms of the contract and
the deliverables under the contract. It can be a form of trading where both parties
are seeking something from the other; there is an exchange of offers, concessions
and bargaining. For collaborative relationships the focus will be on gaining a win-
win solution. For tactical relationships the approach will be more competitive. Once
the negotiation has completed key activities include accurately documenting what
was agreed, debriefing both successful and unsuccessful suppliers, and effectively
communicating the outcome to affected stakeholders and the wider market
(Sanghera, 2014.).
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The discussion may result in an official meeting, which is known as the "kick-off
meeting”. This meeting is conducted between the key representatives of the
Contracting Authority. The key points to be discussed during the kickoff meeting
include: Contract Scope, Terms of Contract, Requirements, Contract
Administration, Rights and Obligations, Potential Problems, terms of Payment,
Acceptance of Deliverables and then Competencies or Powers. It is essential to
record the exact terms of the negotiated agreement and reflects these in the contract.
It is good practice to have an independent officer check and sign the contract. There
should be a separation between the person signing the contract and the person who
will have day-to-day responsibility for contract management. Most agencies adopt
the ‘one-up’ system, where a manager at the next level up signs the contract (Cruz

and Marques, 2013).

A good debrief to both successful and unsuccessful suppliers at the end of a tender
helps to identify areas where they can improve in future tenders. It gives suppliers
the chance to ask questions about the process and to improve their knowledge and
understanding of government procurement. It also allows you to show your
transparency and accountability in awarding contracts. And it is a two-way street —
suppliers can provide feedback to your agency and suggest ideas that could make it
easier to do business with government. The decision to award a contract is typically
made when the evaluation panel’s recommendation on the preferred supplier has
been approved, and any conditions attached to the recommendation (e.g. subject to
reference checks) have been resolved. To ensure transparency you need, at the very
least, to communicate the two key decisions relating to the award: Step 1: Once the
contract award decision has been made, promptly inform all the suppliers that
submitted tenders — either directly (by phone, e-mail or letter) or by publishing a
notice. Step 2: Once the contract has been awarded (signed by both parties),

promptly publish a notice (Sanghera, 2014.).

15



2.3.2 Contract Monitoring & Acceptance Management

Contract management starts with contractor monitoring and acceptance
management. This is vital in enabling the contracting organization to ascertain that
the contractor is undertaking his or her duties and fulfilling his or her obligations in
compliance with the contract provisions. This also allows the contracting
organization to pinpoint any issues or problems in advance that could arise and
offer timely solutions. Particularly, the outline of contract monitoring and
acceptance management includes: monitoring, controlling, and evaluating the
contractor’s performance; evaluating the quantity and quality of services, works, or

products delivered; and identifying and handling risks (Crooper, 2008).

2.3.3 Variation Handling in Project Management

A variation (sometimes referred to as a variation instruction, variation order or
change order) is an alteration to the scope of works in a contract in the form of an
addition, substitution or omission from the original scope of works ( Michael
Rycroft., 2019).

Almost all projects deviate from the original design, scope and definition. Whether
small or large, projects inevitably depart from the original tender design,
specifications and drawings prepared by the design team. This can be because of
technological advancement, statutory changes or enforcement, change in
conditions, geological anomalies, non-availability of specified materials, or simply
because of the continued development of the design after the contract has been
awarded. In large civil engineering projects variations can be very significant,
whereas on small building contracts they may be relatively minor. Variations may
include: alterations to the design; alterations to quantities; alterations to quality;
alterations to working conditions; and alterations to the sequence of work (Office of
Auditor General, 2017).
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Variations are an inevitable aspect of every project. Very few projects are
completed without any changes being requested or implemented. Unfortunately, the
sheer diversity of variations can make it difficult to predict in advance which issues
(if any) might arise during a project’s lifespan. Every project is subject to the
inevitable fluctuations in unit prices, timetables or last-minute changes from a
client. Experienced project managers and contractors will plan to make sure these
variations can be accommodated without losing time or money on the job. The most
common variations to projects are due to: Client revisions requested during the
project; Cost-cutting due to unforeseen financial problems; poorly defined or un-
detailed project objectives, scale and scope (Office of Auditor General, 2017).

Legislative changes, third-party issues or new demands resulting in replacement of
materials or products and changes of schedule resulting from bad weather or
inadequate workforce or sub-contractors. The following are tips to handle Project
variation in order to keep your projects profitable: manage expectations and
communicate changes; keep everything documented; make sure you have a clear
financial overview. Therefore, companies need to be far more prudent with their
finances and this section considers five ways that variation orders in various
projects can be managed: plan in advance; check the figures as often as possible;
monitor sub-contractor behavior; be prepared for late costs and avoid presuming

variations will deliver a profit (Office of Auditor General, 2017).

Variations may be valued by: agreement between the contractor and the client; the
cost consultant; a variation quotation prepared by the contractor and accepted by
the client or by some other method agreed by the contractor and the client.
Valuations of variations are often based on the rates and prices provided by the
contractor in their tender, provided the work is of a similar nature and carried out in

similar conditions (Henry Boot Construction & Alstom, 2000).
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Moreover, Saxena (2008) also emphasizes that firms that strive for success also
ensure that they have a provision for execution of changes. The contracts: specific
and general conditions, are set together with other Tender Documents at a fairly
early stage of the project. This is imperative because then, possible risks or other
issues that may arise next are not relatively different. This is the main reason why
contracts should provide for the probability that require change and therefore, they
must establish mechanisms and procedures by which the appeals for change will be

made, reviewed, and either rejected or accepted.

Finally, Saxena (2008) argued that for contract management to be successful, the
parties need to take initiatives and preventive actions. This implies that the process
should be based on preventive actions with anything relating to potential risks,
changes, substandard contractor performance, supply or delivery of low-quality
products or services. They should avoid activities of suppressive nature.

2.3.4 Contract Closure or Termination

The final activity of contract management is contract closure. The contract closure
is an administrative procedure, which is aimed at confirming that both parties
(Contractor and Contracting Authority) have fulfilled their contractual obligations
and there are no unexecuted tasks or other types of pending issues. This entails the
control and certification practices that both contracting parties have honored their
contractual responsibilities as well as activities involved in evaluating degree of
successful contract execution and achievement of expected results (Balamuralithara
& Chong, 2011).

It was pointed out by (Gupta, Karayil & Rajendran, 2008) that the actions for
contract closure: during the contract closure procedure the Project Manager (or the
Engineer in the case of public works) should:
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I.  Check that all products have been delivered and accepted (case of supply
contract), all works have been completed and accepted (case of building
works or civil engineer's works), all services have been rendered and their
deliverables have been accepted (case of service contracts);

ii.  Check that the initiation and completion Reports (case of supply contracts)
or the interim and final Progress Reports (case of service or public works
contracts) have been submitted and have been accepted.

iii.  Check that all interim payments as well as the final payment have been
impacted and that the Performance Guarantee has been returned to the
Contractor.

iv.  Check that all issues that resulted during the execution of the contract have
been dealt with and there are no open issues.

v.  Ensure that all the rights, including copyright, and other intellectual and
industrial property rights that were ensured during the execution of the

contract are devolved to the ownership of the Contracting Authority.

The project manager should also notify all stakeholders that the contract has been
completed; release the resources (human resources, machinery, equipment,
materials and infrastructures) of the Contracting Authority that were utilized in the
execution of the contract; provide the contractor with a good performance
certificate as long as it is requested by him/her; and return to the contracting
authority its assets that were made available to the Contractor in the context of
execution of the contract and check that these have not suffered damages (Gupta,
Karayil & Rajendran, 2008).

Contract closure concerns the activities associated with closing the project down,
whether in accordance with the contract or as a result of early termination (Elsey,
2007). Lee (1996); and Thai (2004) guide that in cases where arbitration does not
work and termination becomes inevitable, the consequences of termination must be

taken into account and appropriate provisions made prior to contract signing.
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Young (2008), in a study on health services in United Kingdom, observed that
contract termination occurs mainly due to contractor’s inability to perform the work
to the required outcomes due to underpricing or misunderstanding the specifications
(Aluonzi, 2016).

The contract relationship management affects performance, more specifically
mutual processes between suppliers and buyers. Relationship management is
strongly affected by mutual processes which in turn affect performance in terms of
achieving their objectives especially on reduction of supplier defect rate. Contract
cost management affects performance with more emphasis on contract planning and
contract monitoring. It’s clear from the findings that proper contract planning
affects performance. The study further concluded that proper contract management
Is essential in ensuring that all parties to the contract fully meet their respective
obligations as efficiently and effectively as possible, delivering the business and
operational outputs required from the contract and providing value for money,

customer satisfaction and reducing cycle time.

2.3.5 Problems Related to Poor Contract Management

It has been observed that ineffective contract management may bring about the
following: decisions are not taken at the proper time thus allowing potential risks to
appear, and the project implementation described in the contract is underestimated
by the contractor both in terms of time and human resources required, leading
eventually to deviations from the initial. The Contractor executes the project based
on the understanding that he has formulated himself regarding the contract
requirements, without realizing the actual goals and results expected from the
execution of the project planning and possibly to exceeding the initially estimated
budget (Young, 2008).

Due to high turnover related to leadership change or promotion of performing

leaders, Rwanda Housing Authority has been suffering from frequent change of
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leaders and technical staff in charge management of construction projects. Thus, a
big number of projects always go beyond project budget due to improper
communication in case of staff replacement. Another issue that is always hard to
detect timely is the problem caused by frontloading especially when permitted by a

manager who does not stay to finalize the project.

The project is implemented at a low rate, increasing the possibility for new risks to
appear in the implementation. The handling of problems that arise during the
execution of the Contract is not conducted timely and effectively, which usually
leads to tension between the Contracting Authority and the Contractor. In addition,
communication between the Contracting Authority and Contractor is limited, and
this increases the possibility for misunderstandings, misinterpretations and the
drawing of incorrect conclusions. Besides, the Contractor's performance is not
evaluated throughout the execution of the contract thus not fully or adequately
implemented. The payments that are made and the amounts paid do not correspond
to the works that have been done (Saxena, 2008). The opportunities to improve
value for money are lost, and the variations in the contract are not realized in
accordance with a specific and agreed fashion thus the products. Also, services and
public works are delivered or accepted without meeting the acceptance criteria that
had been set for them (Young, 2008).

2.4 Project Performance
Performance measurement is the process of determining how successful
organizations or individuals have been in attaining their objectives (Sinclair &
Zairi, 1995). It is a means by which unnecessary causes of waste can be identified
so that the organization knows where to focus its effort (Cain, 2004). The purpose
of performance measurement is to provide timely and accurate feedback on the
efficiency and effectiveness of operations and to focus attention on continuous

improvement (Amaratunga and Baldry, 2002).

organization which helps to recognize
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Performance measures are vital signs of an organization which helps to recognize
whether the activities of a process or the outputs of the process achieve the
specified objectives (Horonec, 1993). They can be used to translate the strategy of
the organization into a set of goals and objectives and the results obtained through
the measures reflect the successfulness of achieving the strategy (Eccles, 1991).
Performance measures indicate the priority factors of the organization and the way
the employees should behave to give maximum outcome to the organization (Neely
2002). In the construction industry, there are six major performance measurement

frameworks which may be outlined as follows:

2.4.1 Construction Project Performance Frameworks

Integrated Performance Index (IPI) is a framework developed by Pillai et al., (2002)
for assessing the performance of research and development (R&D) projects in
India. The advantage of IPI is that it can be applied to all the phases of the project
life cycle. However, the way in which its mathematical formulae are used to
integrate the identified key factors into an integrated performance index is not clear
(Tekim & Al, 2003).

Key Performance Indicators (KPI) were introduced in the UK construction industry
after the Egan 1998 report. Key performance indicators consist of seven project
performance indicators: construction cost, construction time, cost predictability,
time predictability, defects, client satisfaction with product, client satisfaction with
service and three business performance indicators namely: safety, profitability, and
productivity. The advantage of this framework is that the overall concepts are easily
understood and implemented by project participants. However, the measures used
for KPI are retrospective and they are not compartmentalized along project phases
(Tekim & Al, 2003).
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2.4.2 Client Satisfaction Framework

In the UK, the CCF/CBPP (1998; 1999) and the CIB (1999) introduced
performance measures which enabled client to measure the performance of the
contractor. These metrics were however, reported to be retrospective (Ankrah &
Proverbs, 2005).

2.4.3 Contractor Business Performance Framework

Mbugua (2000) developed a framework for assessing the business performance of
contractors in the UK. The major advantage of the framework was that it
synthesizes several existing business performance frameworks such as the balance
score card (Ankrah & Proverbs, 2005).

However, most of its measures cannot be applied in a project context and it is
retrospective. Robertson (1997) developed the fundamental behavior to
performance to outcome (B-P-O) cycle for business performance measurement in a

construction company.

2.4.4 Participant’s Project Performance Framework

Soetanto et al., (2002) developed a framework for evaluating the project
performance of all participants of a construction project in the UK. It was found out
that the measures employed in the framework were mainly retrospective.
Contractor’s Project and Business Performance Framework — a framework for
assessing contractor’s project and business performance in the UK was developed
by Xiao (2002). The framework was reported to be retrospective. In Brazil Costa,
Lima, and Formoso, (2004) also developed another framework for evaluating the
project and business performance of contractors. Although, the framework
consisted of some ‘leading’” measures, it made use of too many measures (Ankrah

& Proverbs, 2005).
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2.4.5 Project Quality Performance Framework

The Construction Industry Development Board of Malaysia developed a framework
called QLASSIC to evaluate contractor’s quality performance (CIDB Malaysia,
2006). The major strength of this framework is that it is easy to implement (Ankrah
& Proverbs, 2005). However, it is retrospective and measures only structural,
architectural and external works (Tekim & Al, 2003).

In Hong kong, Chan (2001) developed a project quality performance framework.
The framework was based on the variables of client, project, project environment,
project team leader, project management act and project procedure. Chan (2001)
found out a causal relationship between the factors affecting quality performance. A
weakness of the framework is that its variables are not grouped based on project
phases and fail to identify the responsibility, needs and expectations of project
stakeholders in each project phase. In the US, blueprint was introduced to measure
quality performance on engineer procure-construct (EPC) (Stevens, 1996).
Blueprint involves four stages. Stage one; project variables important in improving
quality are identified. Stage two; the reasons and time when these variables should
be measured are illustrated. Stage three; examples of how to measure these
variables are given; and stage four; suggestions on how the results of the measure

can be used in making project decisions are provided (Tekim & Al, 2003).

2.4.6 Construction Productivity Measurement Framework

Early academicians (Winch & Carr, 2001) developed a computerized activity
sampling called the CALIBRE approach for assessing construction productivity of
on-site performance. This framework measures performance based on the activity
of an identified worker at a particular location and point in time. Although the
framework enables contractors to compare their physical productivity performance
with others and to improve on project productivity, the framework would require an
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expert to input the data to ensure reliability and validity of the data (Tekim & Al,
2003).

Other frameworks include the self-auditing performance measurement system
which examines the use of information technology based management tools;
construction firms’ performance evaluation model using the financial, economic
and industrial characteristics of companies, the six-sigma concept to construction
recommended by (Pheng and Hui, 2004), resource based and institutional
perspectives for identifying the industry and company specific factors that affect

construction companies’ performance.

2.5 Empirical Review

There are various studies conducted both globally relating to contract management
practice and operational performance. Costello (2008) argues that suppliers get
motivated to do business with firms that have effective contract units where
activities are straightforward, needs and deadlines met, and costs are well managed,
hence enhanced operational performance. As well, Nysten-Haarala, Lee and Lehto
(2010) sought to establish the effective incorporation of flexibility in contracting
process. They found out that flexibility is important in contract management; thus,
improved operational performance. Likewise, Quesada, Gonzélez and Mueller
(2010) sought to establish the effect of e-procurement on procurement and

performance and identified a positive link between the variables.

Besides, confirmed data shows that the government of Kenya, a country that is
located in the East Africa Community where Rwanda is a member as well, spends
between 10% - 30% of GDP on procurement alone (Maria, 2013). Out of that 5%
goes to waste due to lack of proper management of the contracts (Gordon, 2009).
As a result of these economic situations, the World bank and the International
monetary Fund (IMF) had to intervene by putting in stringent conditionality’s for

lending funds to the government which slowed down economic development by
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2.1% (T.1, 2009). The effect of good contract management practice on operational
performance can be measured successfully using suitable operational Key
Performance Indicators. Depending on the nature of the business, operational

measures vary across firms and industries (Jusoh & Parnell, 2008).

In such a competitive corporate world, organizations strive to establish performance
measurement metrics to gauge against their targets and business rivals. Some of the
key indicators of operational performance used include efficiency, quality,
flexibility, compliance, supplier relationship, supplier defects rates and
procurement cycle time (Cho & Pucick, 2005). These statements emphasize on
three focus items which are Quality equivalent to physical performance, then
Budget and time. Thus, for this specific research successful project must achieve
their set goals as per technical specifications, within the allocated budget and within
accorded project duration.

2.6 Theoretical Framework

In this study, project performance is construed to be the accomplishment of a given
project measured against preset known standards of accuracy, completeness, cost,
and speed. In a contract, project performance is deemed to be the fulfiliment of an
obligation, in a manner that releases the performer from all liabilities under the
contract. In fact, projects by their very definition have a start point and an end. The
reason we do projects is to make a difference and usually the difference we are
trying to make is to make result, especially in business, better (Costello & Al,
2008). Accordingly, project performance, the dependent variable was summarized

in terms of three sub-variables or indicators, namely:

- Physical/Quality performance
- Financial Performance

- Time Performance
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For On-time & On-budget perspective, the time taken to accomplish the project is
compared against the time planned (allowed) and then the money spent to
accomplish the project is compared versus the planned budget at the beginning. A
project that is performed using the allowed budget and allowed time or less is said
to be efficient when all the expected outcomes were achieved, and hence its
performance is better than a project performed using more budget and more time
than allowed budget and time, and hence its performance is said to be poor. From
the foregoing review of literature, project performance is influenced by contract
management, a core component of project management through four main factors,

namely:

o Negotiation and award of contracts.
o Contract monitoring and acceptance management.
o Variations handling; and

o Contract closure.

Specific items describing the relationship between these factors and variables are
listed on Table 2.1.
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Table 0.1: Contract Management Practice versus Project Performance

S/N  Management

Relevant Related Items

Practice
1 Housing Project  Physical items:
Performance: - Compliance with BoQ &
Specification
- Compliance with Standards
- Compliance with
Professional Ethics
Financial items:
- Performance within
contract amount
Time items:
- Performance within
contract period
2 Negotiate & Physical items:

award contract:

availability

Financial items:

fluctuation

Bill of Quantities

Site visits & assessment
Site location & accessibility
Drawings

Building materials

Required expertise

Advance payments
Advance payment guaranty
Performance guaranty
Price adjustment &

Project insurance
Renumerations
Currency volatility
Leasing cost
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Time items:

suppliers...)

3 Contract Physical items:
monitoring and -
acceptance contractor
management: -

documentation

Supervisor & Client)
Financial items:

Political pressure
Delays (weather, payments,

Expertise of supervisor &

Professional conduct
Site procedures
Correspondences &

Archiving
Works acceptance
Relationship (Contractor,

Invoice approvals
Payments
Cash disbursement by

financiers
- Front loading
- Price adjustment
- Renumeration of contractor
personnel
- Cash availability for
contractor
Time items:
- Extensions
- Detailed implementation
plan
- Delays
Works acceleration
4 Variation Physical items:
Handling in - Change of materials
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Contract
Management:

Contract Closure
or termination:

Financial items:

: guaranty
Tirrie items:
Phyfsical items:
Finé\ncial items:
Tirrie items:

Additional works

Change of designs
Introduction of new items
Change of site

Change of technology

Variation performance

Budget availability
Approvals of finances
Supervision of variations

Extension
Delays
Acceleration of works

Final physical account
Snags

Incomplete works
Correction of snags

Final financial account
Performance guaranty
Retentions

Legal fee

Litigation
Liability period

Acceleration of correction works

Project Management Practice, 201
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2.7 Summary of the Review and Knowledge Gap

Every country has its sovereignty and constitutional framework that guides its
governance, vision and growth. So many literature materials were availed with
attempt to address the problem stated for this research, but all solutions provided
therein where easily interpretable and implementable in countries where those
researches had taken place. At the time of the study, no literature material on the
Rwandan construction industry could be found online or in libraries yet the
institutions in the sector had already expressed their interest in such material with
the aim to build the capacity of their personnel and mitigate issues and challenges

that were hindering construction projects.

Furthermore, it was observed that in the history of the country there have never
been a university, school or institution that trained in the field of construction
project management. Therefore, the study can help practitioners in the sector to
have a clearer picture of management practices appropriate for the construction
industry in Rwanda. Availability of such report can guide concerned state
corporations to put in place procedure manuals which can regulate and lead contract
managers on what elements to focus on to achieve optimum performance of public
housing projects. The available literature lacks materials on the behavior of non-
regulated procurement and regulated or over-regulated procurement, in the
construction sector. Likewise, no materials could be found on the role of public

procurement & project management in the Rwandan construction industry.

2.8 Conceptual Framework

From the theoretical framework, a conceptual framework for this study can be
devised as shown in figure 2.1. The model shows the relationship between project
management and project performance. It interlinks independent variable, dependent
variable and intervening variable as depicted in the figure 2.1.
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Independent Variable Dependent variable
CONTRACT MANAGEMENT
PRACTICE: PUBLIC HOUSING PROJECT
PERFORMANCE:

¢ Contract Negotiation and award

¢ Contract monitoring and acceptance

¢ Variation handling

o Contract Closure/termination

e Physical performance
¢ TFinancial performance

e Time Performance

INTERVENING VARIABLES

Legal and Regulatory Framework

Figure 2.1: Conceptual Framework
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CHAPTER THREE
RESEARCH DESIGN AND METHODOLOGY

3.1 Introduction

This chapter presents the research design and methods, the research area, the target
population, the sample size and sampling techniques, data collection instruments,
research variables and their measurements, the validity and reliability of
instruments, source of data, data processing, methods of data analysis and ethical

consideration.

3.2 Research Design

The research is valid when a conclusion is accurate or true and research design is
the conceptual blueprint within which research is conducted. A scholar for his
research, prepares an action plan which constitutes the outline of collection,
measurement and analysis of data. Research design is not associated to any
technique of data collection or any particular type of data. When designing
research, it is necessary that we recognize the type of evidence required to answer

the research question in a reasonable way (Akhtar, 2016).

This research used both a descriptive cross-sectional survey research design and the
correlational research design. It was appropriate for the research because it enabled
collection of data which describe events; organize, tabulate, predict and describe
data. Since it is characterized by the questions: who, how, and what, the design
enabled the collection of data that answer the research question. In addition, a
correlation research design was also employed in order to establish the relationship
between project management and project performance. Even though this research
adopted both quantitative and qualitative approaches, the general nature of this
study’s aim is to quantify the extent to which project management practice

influences performance of public housing projects in Rwanda. Nevertheless,
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qualitative approach was also used to seek in-depth information from employees of
Rwanda Housing Authority (RHA) via open ended questionnaire.

3.3 Research Area

This research was carried out within RHA, a Government Institution which is under
Ministry of I