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FOREWORD

Employment generation has always been a concern of planning and policy makers in the choice
of growth strategies. The rural infrastructure works are labour intensive as well as provide basic
facilities like good health, education, electricity, water, sanitation, and improved connectivity
to the market and thus ensure quality life and better livelihood. For successful and timely
implementation of such rural infrastructure projects in rural areas and to avoid the presence of
middlemen, Government of Karnataka established Karnataka Rural Infrastructure
Development Ltd (KRIDL). The evaluation of KRIDL from 2014-15 to 2019-20 was initiated
by department of Public Enterprises to assess its performance in fulfilling the objectives of
employment generation, infrastructure needs, operational efficiency and sustainability. The
evaluation was done by CRISIL Infrastructure Advisory under the guidance and support from
Karnataka Evaluation Authority

This evaluation study is heavily evidence driven and has relied on both primary and secondary
data. Physical checks and opinion survey of users, for a sample of 496 works supported by the
qualitative data collected through discussion with the officers and the focused group

Discussions.

The findings indicate that the objectives of the organization are fulfilled to a large extent. 40%
of the project cost constitutes labour component. It is estimated that on an annual basis, an
average of 205 lakh man-days of unskilled and 33 lakh man-days of skilled employment was
generated. Larger material procurements are done directly from vendors using a transparent
and competitive bidding process, Some of the salient socio-economic outcomes and impacts
noted by users/ beneficiaries are as follows: improved water taste (drinking water/ RO water
units), better access to schools and improvement in social status (hostels for backward category
population), improved experience of daily commute and travel safety (roads), time savings
(pathways), improved sanitation/ cleanliness standards of the area (drainage works), improved
office infrastructure and training facilities (government buildings) As per the CAG findings,
18% of the reviewed works were found to be facing delag;s ~ most of the delay cases ranged
between | to 6 months, slow progress of work, increase in cost of materials, delay in handing
over of site by EAs, land related issues, change in scope of work, delay in release of funds and
impact of COVID-19 induced disruptions are the causes for delay. 10% of the works have

quality issues.




Financial efficiency can be improved by executing larger and more complex projects, which
shall yield better profit margins. This will need a strengthening of the design wing within
KRIDL through hiring of technical manpower and acquisition of design tools. Engineering
consultancy is a possible option for upstream expansion. KRIDL can explore services such as
design consultancy. lender’s engineer, independent engineer, technical feasibility studies.
preparation of detailed project reports, etc. KRIDL should obtain a Class 1 PWD contractor’s
license and also get accredited for international certifications. KRIDL needs to be better utilize
its significant cash reserves and fixed assets. Existing equipment/ machinery/ infrastructure
should be upgraded and put to use. a performance management system defining key
performance indicators. Capacity building of the staff, implementing Enterprise Resource
Planning (ERP) solution across key modules such as Engineering. Material management,
Contract management, Financial accounts, Tender management, and MIS, Procure software
based project management solutions to automate the tasks of planning, design, price and

quantity estimation etc,

I expect that the findings and recommendations of the study will be useful to the Government
& Department of Public enterprises as well as KRIDL to bring in the necessary changes in its
functioning to improve the service efficiency and to emerge as a commercial entity to attain

sustainability over time.,

The study received support and guidance of the Additional Chief Secretary Planning,
Programme Monitoring and Statistics Department, Government of Karnataka. The report was
approved in 53" Technical Committee meeting. The review of the draft report by KEA, the
members of the Technical Committee and an Independent Assessor, has provided useful
insights and suggestions to enhance the quality of the report. 1 acknowledge the assistance
rendered by all in successful completion of the study.

Karnataka Evaluation Authority
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1. Executive simmary

Background

Karnataka Rural Infrastructure Development Ltd (KRIDL) is a Public Sector Undertaking (PSU)
fully owned by the state government of Karnataka. It has been in existence yeafsOand is
presently incorporated as a company under the Companies Act, 1956. KRIDL reports to the Rural
Development and Panchayat Raj Department of the state government. The company executes
construction works in the infrastructure sector for a numbdepartments of the state government

of Karnataka (Entrusting Agencies or EAs), under various developmental schemes. KRIDL has
demonstrated robust financial performance over the last few years with growing revenue and
profitability. However, at the samarte the company is also facing several challenges, both in its
internal and external environment. The most important contextual issues for KRIDL are as described
below.

KRIDL was established with two key objectives1) undertake developmental works in haeeas

which promote soci@conomic development, and 2) create employment opportunities for
unemployed and und@mployed youth in rural areas by focusing on labtensive infrastructure

works. However, almost 230 % o f KRI DL6s wor kesBrubat Bengalutue c ut
Mahanagara Palike (BBMP) in urban areas. There is also a perception that KRIDL subcontracts a
significant portion of the works received fromEA$ her e coul d be a possik
extracting some of the value which ideally shib have been passed through as remunerative
employment to the unemployed and undemployed rural youth.

Thesecond issués that of works not getting closed for long time (lingering). Works lingering could
lead to socieeconomic impacts not getting dedined to beneficiaries, dissatisfaction of the EAs and
financial losses for KRIDL.

Thefinalissueper t ains to KRIDLO6s survival and | ong t
exempted from competitive bidding and thus receives projects from EAsnomiaation basis;

further the projects are awarded to KRIDL at prices which cover all execution related costs and also
provide for a predetermined and assured profi:
to compete in the open market arglldng term sustainability in the absence of such an exemption.

Thus, evaluation of KRIDL is necessary to examine the above mentioned issues and suggest
recommendations. CRISIL Risk and Infrastructure Solutions Limited (CRIS) has undertaken this
evaluations t udy for t he Karnat aka Eval uati on Aut
performance, its internal business processes and organizational capacity, evaluating the socio
economic i mpact of KRI DL6s wor ks, estinmdting
works delivered, financial efficiency, adoption of modern technology and best practices,
competitiveness of KRIDLG6s pricing structure |
of evaluation is FY 20145 to FY 201920.
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Methodology

This evaluation study is heavily evidence driven and has relied on both primary and secondary data.
Data pertaining to KRIDL has been collected across its various offices, hierarchies of officials and
types of works executed. Secondary data included tlosving:

1 Basic details of all works executed by KRIDL during thge@r evaluation period (66,657
works),

1 Estimated employment generated (skilled and unskilled) for the evaluation period,

1 Quality assessments of 3,608 works undertaken by the DistricityQMeainitoring (DQM)
unit covering all 6 zones/ 31 districts,

1 Available manpower (permanent and contractual), sanctioned manpowerwgsadsplit,
yearwise trends,

1 Annual reports and financial statements of KRIDL,

1 Audit report of the Comptroller and Aitdr General of India (CAG) pertaining to companies
and statutory corporations of the Government of Karnataka, for the periodl2010

1 Benchmarking data for peer companies from public and private sectors, and

1 Literature pertaining to success factorsamstruction sector and soeé@onomic impacts of
social infrastructure creation.

Primary data included the following:

1 In-depth interviews (IDIs) and focused group discussions (FGDs) with KRIDL officials
across head office and field offices, spread througKarnataka, and

1 Physical checks and opinion survey of users, administrators for a sample of 496 works
(approximately 1% of total works executed during the evaluation period).

Once the data was collected, cleaned and processed, analysis and ewahstarried out against
each of the evaluation objectives of this study. The methodology employed against each objective is
described below:

Impact on employment generated and livelihood creation

In the absence of specific data, the rdays of skilled ad unskilled employment generated was
guantifiedusing project cost of works executed, share of labor cost, ratio of unskilled to skilled labor
component and maaay rates for unskilled and skilled labbivelihood creation was qualitatively
assessed thrgh a description of the different business opportunities generated especially in rural
areas for the local/ regional population.

Impact on eliminating middlemen

The methods and practices employed by KRIDL for procuring material, equipment, labor and sub
contractor services were studied and the extent of direct procuremenii feom suppliers/ sub
contractors was assessed. In the absence ofwisgkspecific data on payments made to vendors,
reliance was placed on the QStakenbyKRIDLIi ngs r eg
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Socieeconomic impacts created

This was assessed through opinion survey of users/ beneficiaries of the assets created through the
496 sampled works. Structured data was gathered on parameters related to quality of output delivered
(e.g. drinking water), time savings, cost savings, assagie experience, health & wbking,
sanitation standards, childrends education, e
also included. The data was aggregated across various categories of works surveyed in order to
provide an overallssessment of soceconomic impacts created.

Lingering works

In the absence of specific data on warise execution timelines, reliance was placed on a review of
the findings from CAG6s audit in terms m©f wor
responsible for delay were analyzed.

Quality of infrastructure created

Quality was assessed throughote physical observations and checks of the 496 sampled works.
Multiple quality parameters were checked for each work related to structural ptegutal signs

of damages, broken parts, etc. Quality perception of users/ beneficiaries was also gathered. The data
was aggregated across various categories of works surveyed in order to provide an overall assessmen
of the quality of infrastructure creal. The primary data so gathered was also correlated with
secondary data in terms of quality findings of the DQM unit.

Project management, execution practices and technical capability

Project management and execution practices were evaluated througghiptide assessment of the
methods, processes, tools and techniques used to carry out works. Technical capability was evaluated
through an assessment of the technical manpower and the extent of usage of modern technology.

Human resource effectiveness

This was evaluated through a trend analysis of the vacancy levels and attrition rates across the
different cadre groups and proportion of contractual staff. The reasons for attrition and recruitment
strategies were further assessed. Factors important fopkifiirmance culture like performance

appraisal, motivational factors like training and development, employee welfare were also assessed.

Financial efficiency

For financial efficiency, a trend analysis of key financial parameters such as operating profit, net
profit and inventory indicators was plotted and the driving factors were analyzed. These were further
assessed in terms of ability of KRIDL to sustaingeegormance on a long term basis. A comparative
analysis with financial performance of private and public sector peer entities was also carried out and
the factors for difference in performance were analyzed.

Sustainability in absence of 4(g) exemption

The assessment included: analysis of the cost
of policies adopted in other states towards participation of public sector entities in competitive bids,
literature comparing costs realized in public versusgate sector procurements.
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Future strateqgies

Vision of KRIDL for future growth and expansion, comparison of public sector peer corporations in
other states in terms of diversification and expansion strategies.

Findings
Findings are presentegjainst each of the evaluation objectives discussed above:
Impact on employment generated and livelihood creation

KRI DL6s works are | abor intensive given that
During the evaluation period, it is estimatinat on an annual basis, an average of 205 lakh man
days of unskilledand 33lakhma@nay s of skill ed empl oyment was ¢

works. Labor is extensively sourced at a local level and paid in accordance with the SR rates. Even
labor working on urban projects have their origins from faraway rural areas ensuring economic
transfer to rural areas.

Impact on eliminating middlemen

Larger material procurements are done directly from vendors using a transparent and competitive
bidding procss, through @rocurement channels. Labor is sourced by local offices through Group
Leaders (GLs). As per the CAG audit for FY 2alD there were instances of GLs being paid in
lumpsum and invoices not containing details of individual workers and thepeoitkrmed, which

was inconsistent with the stated norm€RIS was unable to receive current data in this regard in
order to corroborate the present day situation.

Socigeconomic impacts created

Some of the salient soeeconomic outcomes and impactstaw by users/ beneficiaries are as
follows: improved water taste (drinking water/ RO water units), better access to schools and
improvement in social status (hostels for backward category population), improved experience of
daily commute and travel safefsoads), time savings (pathways), improved sanitation/ cleanliness
standards of the area (drainage works), improved office infrastructure and training facilities
(government buildings). Under its CSR initiati®RIDL has been deploying 2% of gross profiis

CSR activities which include setting up of RO based drinking water plants, construction of
convention halls, tree guards, and COVIB related support (oxygen plants).

Lingering works

Delays are experienced due to multiple reagoslow progress of wrk, delay in handing over of
site by EAs, delay in release of funds by EAs and impact of C@Mdihduced disruptions. As per
the CAG findings, 18% of the reviewed works were found to be facing delaysst of the delay
cases ranged between 1 to 6 monitsle slow progress of works was the major causative factor.

Quality of infrastructure created

The table below provides a snapshot of the recurring quality issues observed across the sampled
works:
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Table 1: Quality issuesacross the sampled works

% of data points with . ..
Work type ° e P Recurring quality issues observed
quality issues

1. Road 19% Potholes, cracks, sinking roads

2. Pathway 17% Cracked and missing tiles, uneven surface, sinking path
Fitting issuesyater seepage, notfunctional equipment, broken

3. Others 17% . g S pag quip
tiles

4. Drinking water i :

unit 9 14% Damaged filter, broken pipes and taps

5. Sewerage 13% Broken slab, cement chipping off

6. Office building 12% Cracks, water seepage, vegetation growth

7. General building | 7% Peeling paintyater seepage, vegetation growth

8. Exterior work 7% No major issues observed

9. Interior work 6% No major issues observed

10.Residential _

3% No major issues observed

building

Project management, execution practices and technical capability

An established process exists for planning and scheduling of projects given that KRIDL has a
significant number of years of experience in executing works. Given the small size and significant
number of works use of a robust project management tool issaegethe presence of which was

not observed. In case of delays, the company adopts practical measures to mitigate the impact. The
company also regularly engages with and maintains good relations with EAs. KRIDL has a strong
cadre of engineering staff alallle with adequate experience and expertise, thus its technical
capacity isadequatQu al i t y ¢ he c k s eriadicsite disitsby KRIOL officialg, EAS p

and through external entities.

Human resource effectiveness

There is dearth of adequate parm e n t manpower and 60% of KRI DL
Most of the old manpower has been retiring but fresh recruitments are not happiestegd there

is a drive towards hiring contractual staff. Roles and responsibilities, job descriptions arétan

and formalized. A formal goal setting and performance appraisal process was not observed, which is
essential to promote a high performance culture. In terms of HR welfare, KRIDL has taken a group
medical insurance coverage for its employeesamipensation settlement is done in any case of
death of laborer. In terms of training, there is a scope for enhancement since currently only 10% of
the staff undergoes training each year.

Financial efficiency

KRI DLO6s operati ng pr oof pedr orgagzatigns m puble and pivate lsactore  t
is in the range of 4% to 20%. KRIDLG6s net pro
1% to 12%. Thus, in terms of profit, KRIDL lies in the median range and hence there is a scope for
incr easing the profit. KRI DL6s inventory turnov
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converted into revenues) is very high at 971 days which indicates that KRIDL has significant extent
of work in progress (funds locked) which is not gettingvasted into revenueshe same parameter
for peer companies ranges between 2 days to 72 days.

Sustainability in absence of 4(g) exemption

There is evidence that awarding projects on nomination basis leads to cost escalatiens
comparative assessmeimtshshown that awarding projects on competitive basis leads to cost savings
to the tune of 7% to 9%. There is example of Kerala state which has allowed competition amongst
PSUs and prescribed for accreditation of PSUs in order to be eligible for goveprnuojects. In

order to remain sustainable in the face of competition, KRIDL will need to improve its efficiency,
expertise and internal controls.

Comparison with public sector peer organizations

Some of the state government owned in the construséotor (contractor in nature) are executing
larger and more complex projedtsOdisha Construction Corporation Ltd. (dams), Kerala Land
Development Corporation Ltd. (irrigation and canal projects) and Bihar Rajya Pul Nirman Nigam
Ltd. (bridges and flyovejs Some organizations have also diversified into consultancy seiivices
Kerala State Construction Corporation Ltd., Kerala Land Development Corporation Ltd. and Odisha
Construction Corporation Ltd.

Recommendations

Improving efficiency

1 Financial efficiency can be improved by executing larger and more complex projects, which
shall yield better profit margins. This will need a strengthening of the design wing within
KRIDL through hiring of technical manpower and acquisition of design.tools

1 Engineering consultancy is a possible option for upstream expansion. KRIDL can explore
services such as design consultancy, l end
feasibility studies, preparation of detailed project reports, etc.

Y KRIDL shoud obtain a Class 1 PWD contractoros
international certifications & standards which will enable it to participate in bidding for larger
projects.

1 KRIDL needs to be better utilize its significant cash reserves and fissetsaEXxisting
equipment/ machinery/ infrastructure should be upgraded and put to use. Old workshops
should be revived so that material can be procured and their repairs can be done in house.
Leasing/ renting arrangements for existing fixed assets slghdaduildings can be explored
for earning regular income. Surplusst can be investedImgher return earning instruments
like reliable mutual fung, long term pension funds, etc

Enhancing expertise

1 To address the issue of lack of permanent maepoa proper manpower study should be
undertaken which will determine the human resources gaps at various levels and offices,
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identify talent sources and define a time bound plan and activity roadmap for recruitment.
Cadre ahigher levels can be recruitéhrough Karnataka Public Services Commission while
those atower levels can be recruited through Karnataka Examinations Authority.

In order to promote a high performance culture, a performance management system should
be put in place which should include defining key performance indicators (KPIs), goal setting
at start of performance monitoring period, linking of compensation witiewaetment of

targets on KPIs, undertaking quarterly and annual performance appraisal discussions and
evaluations. Further, a rewards and recognition program should be instituted.

A greater focus needs to be placed on learning and development of théstafinual
training calendar should be prepared with designation wise training plans. KRIDL-c@n tie
with online learning platforms or government training institutes for this. Completion of
certain hours of training can be included in the performancettafgemployees, in order to
provide the desired push.

Strengthening monitoring and controls

l

Implementing Enterprise Resource Planning (ERP) solution across key modules such as
Engineering, Material management, Contract management, Financial accourdsy Ten
managemenandMIS. This will helpto providea single, seamless and integrated data view
across the company and improve accuracy and timeliness of business processes.

Procure softwarebasedproject management solutions which can automate the tdsks o
planning, design, price and quantity estimation, resource management, demand scheduling,
project management and governance.

A software solution for work progress monitorimgprk completion and closure, billing and
payments, etc. It should help trackbja@osts through workn-progress reporting, labor
analysis, projected costs, unit production, real time revenue, cost and profit margin, checking
of budgeted v/s actual costs. This will ensure that allocated funds will be used in time for
executing of therojects, with real time monitoring of funds and billings, inputs to financial
monitoring system for follovwup on invoices, generation of completion certificate on work
closure for final billing, etc.

A field level monitoring and inspection solution fospection and sitepecific reporting. It

will help in generating reports for monitoring of work progress, field activities compliance,
etc. thus proactively ensure quality and reduce risks. Each of the data points can be linked
with GPS enabled systemsy fmaintaining authenticity and real time monitoring.
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2. Background for the evaluation study

Karnataka Rural Infrastructure Development Ltd (KRIRIbmmenced its activitiess Directorate

of Land Army in the year 1971 under the administrative control of Rural Development Ministry. It
was incorporated as a company dhAugust 1974 as Karnataka Land Army Corporation under the
full ownership of Government of Karnataka. Latem, at was renamed as Karnataka Rural
Infrastructure Development Ltd (KRIDL) of"@\ugust 2008.

It is classified as State Public Sector Undertaking in the infrastructure category. The organization
was started with an authorized share capitdNé& 1 crore and subscribed capital INR 25 lakh.
Currently, its authorized share capital is INR&0Oreandpaid-up share capital is INRO croreas
reported in the latest annual report.

The key objectivesvith which KRIDL was establisheare:

a) Createlaborintensive infrastructure works in rural asedtal for social and economic
developmentand createmployment opportunities for unemployeshderemployed youth
therebyimprovingtheir livelihood.

b) Undertake all rural development works directly by eliminating middle(egrcontractory
in the procesavoiding exploitation of rural poor and pasg on full worth of investment to
the community.

2.1  Organizational Review

2.1.1  Operational review
KRIDL is an infrastructure development company with a wide array of project and client
experience.

KRIDL undertakes entlb-end stages of construction consisting of planning, design, procurement,
works execution, project management, quality control and commissiohamydover. It has
experience in constructing a wide variety of works ranging from residential building, commercial
building, educational building, government building, water purification plants, pathway, pavement,
road, etc. Besides new construction, KRIBIko undertakes repair works, improvement works and
interior development of existing buildings. During thgéar period FY 20186 to FY 201920,
KRIDL executed a total of 40,715 works for 35 departments of the Government of Karnataka.

KRI DL O6s caseis goveenmentband works are executed under various developmental
schemes.

Of the 40,715 works executed during theear period FY 20186 to FY 201920, three user
departments namely Bruhat Bengaluru Mahanagara Palike (BBMP) (35%), Karnataka Wphgr Su

and Sewerage Board (26%) and Rural Development and Panchayati Raj (RD & PR) (14%) together
constituted 75% of the works executed. Other departments included Social Welfare, Revenue,
Irrigation, Education and Animal Husbandry, amongst others.

Although KRIDL works on wide range of developmental schemes, most of the works have been
executed under the following schemes:
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a) Suvarna Gram Yojana

b) Gram Sadak Yojana

c) Social Welfare development works
d) Veterinary department

e) RDPR Scheme

f) Water purification plants

g) Educaion department

h) BBMP works

Being a construction company with operations
organization structure consists of functional and geographical divisions.

The Company being fully owned by the Government of Karnataka, its Board congisfis-@nking
officials from Public Works, Public Enterprises, Water Resources, Rural Development and
Panchayath Raj, Social Welfare, Panchayath Raj Engineering and Fdeparéments. ltdayto-
dayoperations are managed by the Managing Director who is an Indian Administrative Service (IAS)
officer. Functionally, the company is divided into Technical, Finance and Administrative Wings.

Figure 1: High level organization structure of KRIDL

Board of
Directors

Charman

Managing
Directar

Chief Finance Cheet Admunesratee
LA

Chisf Engnoer OMficer

Fund release o
project Secticn

Archtecture

o \
Section Desgn Saction Works

Audit Section Cash Section Salary Section Admn Secron T Section
Considering the vast spread of its operations, KRIDL is geographically organized into six zones.
Each zone consists of divisional offices which are further consist edigigional offices. The zonal

office isheaded by a Superintending Engineer (SE), divisional office by an Executive Engineer (EE)
and sukdivisional office by an Assistant Executive Engineer (AEE).
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Figure 2: High level organization structure of KRIDL showing geographicaldivisions

Technical Wing
Chief Engineer Chief Engineer Chief Engineer
(South) (Central) (North)
|
Supt, Engr Supt. Engr Supt. Engr Supt. Engr Supt Engr Supt. Engr
Bangalore Zone BBMP Zone Mysore Zone Chitradurga Zone Belgaum Zone Gulbarga Zone

The high share of works executed for BBMP is reflected in the fact that one of the six zones is
exclusively dedicated to this user department.

Table 2: Zonal, divisional, and sub-divisional offices of KRIDL

Zonaloffice Subdivisional office

1. Bangalore Urban

1. Bangalore
2. Bangalore Rural
2. Ramanagar 3. Ramanagar
4. BMRCU
3. BMRCL
5. BMRC#2
1. Bangalore
6. Tumakur
4. Tumkur 7. Sira
8. Madhugiri
5. Kolar 9. Kolar
6. Chikkaballapur 10.Chikkaballapur
11.Bommanahalli
7. Division 1
12.East Zone Sub Divisi@n
13.West Zone Sub Divisidn
8. Division 2
2. BBMP 14.BDA Works
15.South Zone Sub Division
9. Division 3
16.Yelahanka & Yeshvanthpura Zone Sub Divi
10.Division 4 17.Dasarahalli Zone Sub Division
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Zonaloffice Subdivisional office

18.R.R.Nagar & Byatarayanapura Z&ub
Division

19.Mahadevapura Sub Division

11.Division 5
20.East Zone Sub Divisidn
21.Mysore
12.Mysore
22.Mysore (C)
23.Hunsur
13.Hunsur
24 Madikeri
14.Mangalore 25.Mangalore
15.Udupi 26.Udupi
27.Hassan
16.Hassan
3. Mysore 28.Arasikere

29.C. Mangalore
17.C. Mangalore

30.Kadur

31.Mandya
18.Mandya

32.Pandavapura

33.Chamarajanagar
19.Chamarajanagar 34.Kollegal

35.Gundlupet

36.Chitradurga
20.Chitradurga
37.Hosadurga

38.Challakerel
21.Challakere
39.Challakere?

4. Chitradurga 40.Davanagere
22.Davanagerd
41.Jagalur
42 .Harihar
23.Davanager&
43.Harpanahalli

24.Davanagere3 44.Channageri
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Zonaloffice Subdivisional office

5. Belgaum

25.Shimoga

26.Bellary

27.H. Hadagalli

28.Belgaum

29.Chikkodi

30.Dharwad

31.Gadag

32.Haveri

33.Karwar

34.Bagalkot

45.Honnali
46.Mayakonda
47.Shimoga
48.Shikaripura
49.Bellary
50.Hospet
51.Sandur
52.H. Hadagalli
53.Kudligi
54.H.Bommanahalli
55.Belgaum
56.Kittur
57.Savadatti
58.Renuka Yallamm Gud&mavadatti
59.Chikkodi

60. Athani
61.Gokak
62.Dharwadl
63.Dharwad?2
64.Dharwad3
65.Gadag
66.Naraguda
67.Haveri
68.Ranebennur
69.Karwar
70.Sirisi

71.Bagalkotl

Karnataka Evaluation Authority]|13



Evaluation of Karnataka Rural Infrastructure Development Limited from 2014-15 to 2019-20

Zonaloffice Subdivisional office

72.Bagalkot2
73.Jamakhandi
74.Bijapur

35.Bijapur 75.B.Bagewadi
76.Indi

77.Kalaburagil
36.Kalburagil

78.Jevargi

79.Kalaburagl
37.Kalburagi2

80.Sedam

81.Raichur

82.Lingasagur
38.Raichur

83.Devadurga
6. Gulbarga
84.Sindhanur

85.Nelogi Pura
39.Bannikoppa Water Koppal

86.Koppal

87.Yadagir
40.Yadagir

88.Shahpur

89.Bidar
41.Bidar

90.Humnabad

2.1.2 Financial review

KRIDL is a profitable entity and the revenues during the period FY -2@1tb FY 201617 have
also been steadily increasing at compounded annual growth rate (CAGR) dd@B%nancial data
for KRIDL is presented in the tabléglow.

Table 3: Summary of profit and loss statement for KRIDL

201112 | 201213 | 201314 | 201415| 201516 | 201617

Total revenue Rs. crore 831.7 1141.9 1389.7 1929.5 2009.8 2381.4

Revenue from operations Rs. crore 789.0 1087.5 1319.7 1825.0 1892.6 2240.1
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201112 | 201213 | 201314 | 201415| 201516 | 201617

Other income Rs. crore . 104.5 1171 141.3
Total expense Rs. crore 797.6 1064.4 1286.6 1760.9 1838.3 2192.3
Cost of materials Rs. crore 747.6 995.9 1217.7 1674.3 1752.6 2100.5
Salaries &enefits Rs. crore 35.0 46.2 49.4 52.1 53.4 52.7
Depreciation & Rs. crore
amortization 0.6 1.0 1.0 21 1.8 2.1
Other expenses Rs. crore 14.4 21.4 18.6 325 30.5 37.0
Interest expense Rs. crore 0.0 0.0 0.0 0.0 0.0 0.0
Profit before Tax Rs.crore 34.0 77.5 103.1 168.6 171.5 189.1
Taxes Rs. crore 2.6 26.2 34.0 55.1 61.6 65.2
Net profit after tax Rs. crore 315 51.3 69.1 113.7 109.9 124.0

Source: Annual reports of KRIDfkom FY 201112 to FY 2016L7

Table 4: Summary of balance sheet statement for KRIDE

Parameter Units - 201213 201314 201415 201516 201617
(mentioned

upto 2DP only)

Total liabilities Rs. crore 2480.59 297540 418.76 492%6.65 623812  8337.65
Equity Rs. crore 11023 155.34 22207 330.88 434.74 5514
Non-current Rs. crore
liabilities 68.07 5825 48.32 47.1 0.87 1.05
Current liabilities Rs. crore 228228 276131 391537  4548.67 582.51 77852

Total assets Rs. crore 2480.59 297540 418.76 4926.65 623812  8337.65
Non-currentassets Rs. crore 166.15 16505 16832 233.67 234.57 287.64
Current assets Rs. crore 229444 281034 401743 469299 6003.55 805001

! Annual reports of KRIDL from FY 2011-12 to FY 2016-17 (Analysis is for the period based on the available audited financial statements)
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2.2 Need for and scope of evaluation

While KRIDL has demonstrated strong order book and financial performance over last five years,
there remain multiple concerns:

1 Although its mandate is rural infrastructure development, a major portion of its turnover is
accounted by urban infrastructypejects.

1 KRIDL receives projects on nomination basis through exemptions awarded under the 4(g)
clause of KTPP Act. This aspect needs to be examined closely in light of promotion of fair
competition and i mproving KRIDLG6s competit

1 Lingering works: Many o f KRI DLO0s works are lingerin

also be resulting in poor quality of works.
In context of above issues, evaluation of KRIDL is necessary to:
1) examine performance of the company-aigis its stated objectives
2) assess thquality, cost effectiveness and timeliness of the projects undertaken
3y assess ground |l evel impact of KRIDLOsS pres

4) provide evidence and accountability for the relevance of the Company in the infrastructure
development sector.

The inputsand insights developed out of this evaluation exercise will help to identify strategic focus
areas (like improving efficiency, identifying alternate revenue sources, improving competitiveness)
and develop a strategic roadmap for KRIDL.

The scope of the aginment covers corporate offices, divisional offices, anddsuibional offices
including field works, CSR activities, and lingering works during the period FY-2614 FY 2019
20. Theobijectives of the evaluation studye as follows:

1 Managerialoperational, and financial performance to be evaluated based on organizational
capacity, motivation, and external environment

1 Evaluate performance of KRIDL under the stated objectives using the relevance,
effectiveness, efficiency, sustainability and impateria (REESI criteria)

1T Evaluat e i mpact of K R | {&doriosiic development efnrural o n s
communities

SWOT analysis of KRIDL

Comparative analysis of KRIDL w&vis private construction companies and similar models
in other states

Supplydemand analysis of works
Suggest policy interventions and measures for sustainable growth and performance of KRIDL

Recommend strategies for long term financial viability of the company

= =2 =2 =

Study quality of infrastructure works and recommend interventiongdéerging quality and
timely service at minimal cost
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T

Background for the evaluation study

Estimate impact of COVIEL9 on implementation of works

The following issues are expected to be factored into the study:

T

Employment generated for unemployed and wssteployed youth as against the numder

works executed and turnover made, Employment generation through KRIDL woidks vis

vis employment generated through community projects of Gram Panchayats; Socio
economic impact of the employment created

Quiality control standards laid down to check tecAhhand managerial inadequacies and
operational skills. Quality of supervision, material management responsibility & control,
procurement, material handling, constructability, change management

Proper use of scheduling techniques,-&it@ut planning, prourement scheduling, work
assignment and organization, and proper approaches to crisis management, feedback, and
control mechanisms.

Performance assessment of officers and staployee turnover rate, employee review, work
allocation, ceordination amongadres, accountability of staff at different levels, Labor
distribution, Equipment distribution, Material report

Efficiency of KRIDL in using fixed assets to generate sales (dusr of Property, Plant

and Equipment), KRIDL's ability to meet shéerm andlong-term financial liabilities
(Calculation of Cash ratio, Quick ratio and Current ratio based on current assets, Cash,
inventory and marketable securities), SCP/TSP works implemented to the total works

Cost control technique followed while procuring mismes, goods and services

Policies adopted for human resource (labour) management: Motivation, Safety, healthy and
proper working conditions, communication, training, social security, compliance with labour
laws, Measures taken to improve leadership, teaiding, competency, skill, etc.

Planned versus actual utilisation of tools and equipment, functionality of the works
completed and achievement of 'fithess for purpose’, degree of conformance to technical and
financial aspects.

Financial Efficiency of KRDL vis-d-vis Industry Standards, profitability of works
undertaken by KRIDL (the increment by which revenues exceed costs), Value created by
KRIDL per unit of investment (Profitability Index), Present and the future earning capacity
and solvency status tfe organization

Measures taken to monitor and control project costs, setting labour burden markups, tracking
general overhead budgets, Setting the minimum profit margin for use in bidding and
analysing the profitability of different parts of the compamg anaking the necessary
changes to improve profitability

Capacity of theorganizationto adopt to modern technology, best and sustainable practices
at all levels from planning to execution of work

Competitiveness of overhead costs and bidding price, leguily developed by KRIDL,
sustainability of KRIDL in the absence of exemption from KTPP Act.
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3. Literature review

3.1 Impact of infrastructure development on socieeconomic
outcomes

In a study commissioned by the Internatiohabour Organization (ILO) to assess impact of
improved rural road maintenance system under PMG®¥ direct impact of road maintenance was
measured across the following area&griculture, Employment generation, Income and poverty
alleviation, Health ath Education. The summary of findings highlighted the following key impacts
across the identified areas:

Table 5: Impact of rural connectivity on rural livelihood

9 Shiftin cropping patterns

1 Increases in usage of fertilizers and Improved seeds
Agriculture

1 Improved accessibility to agriculture markets

1

Improved realized pees for agricultural produce

Increase in number of days employed
Employment generation I Traveling outside village for employment

1 Increase in employment opportunities

o Increase in income of households
Income and poverty alleviation
Improved Quality of life

Improved access to health facilities
Improvedhealth facilities
Health Increasel number of institutional deliveries

Improvedchild immunization

= =4 =4 -4 =2

Improved emergency medical care

Improved status of education facilities
1 Improved connectivity to education facilities

Education f Reduction in travel time of students reach secondary schools from
habitation

1 Increase in enrollment afhildren

2 https://pmgsy.nic.in/sites/default/files/pdf/impact_Asmt_RRM.pdf, Impact Assessment Study of Improved Rural Road Maintenance
system under PMGSY
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In a study which assessed the impact of school infrastructure on student outcomes and®pahavior
number of structural factors and cosmetic factors were identified which influenced learning
structural factors included building age, windowsopfing, temperature, roof leaks, lighting, noise,

etc.; cosmetic factors included interior and exterior painting, cleanliness of the floors, furniture,
school grounds, landscaping, etc. It was observed that student academic achievement improves with
improved building condition. Individual factors, such as lighting levels, air quality, temperature,
color schemes, acoustics and quality of furniture have an effect on student behavior and outcomes.

A study by the World Bank Grodjhas also examined the impact of school infrastructure on learning
outcomesfor children The study foundoositive correlation between factors such as location of
school, design obchool infrastructuresize of classrooms, spatial characteristiosl academic
outcomes.Physical characteristics of learning spaces have a significant impact on educational
outcomes- such characteristics include lighting, air quality, temperature control, acousties, age
appropriate learning spaces, etarther,accordingto the study,schools that are soundly buyilt
provideproper basi@amenities opportunities for outside play positively contributeattendancen
schoolsandoverallhealthof children

An empiricalstudy examined the relationship between health infeasure, health outcomand
economic growth for major states within Indldne elationship between health infrastructure index
(HII) and gross state domestic product (GSDP), HIl and Infant Mortality rate (IMR), HIl and Life
Expectancy (LEwereexamined. Results from the studsgivedemonstrate that there is a positive
significant relationshifpetweerHIl and LE, HIl and GSDP and a negative significant relationship
between HIl and IMR. The empirical analysis suggests the importance of infrastrdevelopment

in thehealth sector for health outcosend economic growth.

The study titled fAHeal th | nfr as t®hasetamned thea nd
uneven distribution of health infrastructure across Indian States and its effemtoanmic
development. The study shows that Life expectancy at birth (LEB) and infant mortality rate (IMR)
are strongly associated with number of trained health staff (THS) and number of hospital beds
available per one lakh population. Net State Domestidit (NSDP) is strongly correlated with

LEB and IMR. Hence, economic development is strongly associated with good health infrastructure.

3.2 Performance review of KRIDL by third parties

As per the Comptroller and Auditor General (CAG) report on PSUs of Kdaatate for the year
ended March 2079KRIDL has grown strongly to become a major contributor of profits from public
sector undertakings (PSUs) (other than power sector) to Government of Karnataka. It is the most
profitable company among 103 npower F5Us of Government of Karnataka.

The CAG review report also i1 dentified certai
construction works:

3 Building Better Outcomes: The Impact of School Infrastructure on Student Outcomes and Behaviour; 2001; Kenn Fischer; Department
of Education, Training and Youth Affairs, Australia

4 Barrett, Peter, Alberto Treves, Tigran Shmis, Diego Ambasz, and Maria Ustinova. 2019. The Impact of School Infrastructure on Learning:
A Synthesis of the Evidence. International Development in Focus. Washington, DC: World Bank.

5 Health infrastructure, Health outcome and Economic Growth: Evidence from Indian Major States; Rittu Susan Varkey, Justin Joy, Prasant
Kumar Panda; JOURNAL OF CRITICAL REVIEWS; May 2020

5 Health Infrastructure and Economic Development in India; Dibyendu Ghosh, Soumyananda Dinda; IGI Global; 2017

" Report No 5 of the year 2020 i Public sector undertakings of the year ended March 2019; Government of Karnataka; Comptroller and
Auditor General of India
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U Award of certain projects on nomination basis although the project value exceeds the upper
limit mentioned for eemption provided by state government under clause 4(g) of KTPP act

U Incomplete or stoppage of work due to rerailability of funds with the concerned
department

U Non-execution of works due to issues with land availability

U Retention of funds by user depaents in cases where the cost of implementation was
below the estimated cost

U Locking-up of funds in projects where execution has been affected

The Economic Survey exerclseas al so commented wupon KRIDLS
Economic Survey report 2048, the Rural Water Supply Department awarded KRIDL the job of
installing 18,497 water purification plants in zilla panchayats, taluk panchayats, and gram
panchayats. Out of these approved purification plants, 17,657 purification plants were installed of
which 17,519 plants were operationalized by November 2019. In another instance, the Social Welfare
department had entrusted KRIDL with 11 projects for construction of new hostel buildings and work
of repairs during the period 2013 to 20171 8 . K R | forménse wpseassessed to be much
better than other construction companies involved in the same engagesenithi Kendra (NK)

and Karnataka Residential Educational Institutions Society (KREIS).

3.3 Succesand failure variables in construction sector

A study waspublishedafter doing extensive literature review @rie project failure factors and their
impacts on the construction indushy In the studysuccess and failures were defirfeom the

project management perspective, success means the delivery of the project within the deadlines,
budgets and its functionality fulfilling the mission and the planned objectives and meets the required
expectation of the stakeholders. While the mjs assumed to be a failure when the completion

time exceeds the due date, occurrence of budget overruns and the outcomes did not satisfy the
companyb6s performance criteria or the stakeho
to be adomd for the success of the projects by comprehensively analyzing the project failure factors.
Firstly, project management in the construction compastiealdbe developedta higher level and

the role of project management team should be appreciateduoedrgher percentage of project
success. Also, thmajor stakeholders likeontractos should be involved in the design and planning
stage. Secondly, key to successful projects is to learn from past project failures and to put those
lessons learned intaction. Each construction failure parib a gap either in theory or practice,
therefore an investigation of construction failures should be held regularly to identify the errors and
causes of the failure. Thus, it can be used as a contribution to mtheasafety and awareness of
future projects and avoid similar failures.€elinformationon past project failureshould be used
duringplanningto remove possible gaps thmaay exist.

8 Economic survey reports for FY 2018-19 and FY 2019-20; Directorate of Economics and Statistics; Karnataka
Project failure factors and their impacts on the construction industry - A literature review, El-sokhn, N.H. and Othman, A.A.E, Proceedings
of the 10th ICCAE-10 Conference, 27-29 May, 2014, https://www.researchgate.net/publication/335359587
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A studywas publishedbon 6 Cr i t i c al factors to conmpuwstrypy succ
assessingt0 small medium sized Turkistirms throughinterviews of toplevel managers and
owners®, With large number of construction contractors in the industeyatin of this study waito
investigate the critical factors leading to construction company success in competitive environment.
There have been many factors such as qualified employees, quality workmanship and financial
management that can lead to company success in the otiostindustry However, acording to

the results, business management, financial conditions and owrserager characteristics were
identified as the most important factors to succgssondly, oganizing and planning was perceived

to be the mosimportant factor contributing to company succéasther technology usageas not
considereds a highly essential item for company suctssthe managers/owners

3.4 Comparative assessment with similastate-ownedfirms

We have identified a fewtateowned firms from other states which are similar to KRIDL i.e. they
are construction contractors. Below table provides a comparative assessment:

Table 6: Comparative analysis with similar state-ownedfirms

Kerala State

Kerala Land

Odisha Construction

Bihar Rajya Pul

Construction Development
Parameters . p Corporation Ltd. Nirman Nigam Ltd
Corporation Ltd. Corporation Ltd. (OCCL (BRPNNLJ
(KScch (KLDCLE§
vears of 46 49 59 41
existence

The corporation

for RIDF schemes,

. executegrojects
The corporation . P . )
especially in .
executes . The corporation
. agriculture avenue _ .
Sectors and infrastructure executes projects that | The corporation

for the works of

Consultancy.

projects projectsare ofcivil RKVY. NRHM. Socia are of civil and mainly executes civil
covered nature forHome, ] ' mechanical construction engineering projects
. . Justice Department,
registration, and and works entrud nature.
SC/ST department
by SCDevelopment
Department, etc.
Services KSCCL has expande( KLDCL is now Apart from construction| BRPNNL has
(expansion into consultancy regarded as the of mega projects, OCCL increased its
into services other than | PYime consultation has developed expertise in the
consultancy infrastructure apart from proficiency in providing | construction sector
PMC, etc.) executing works implementing agency Engineering and now undertake

many projects other

19 world Academy of Science, Engineering and Technology, Critical Factors to Company Success in the Construction Industry, G. Arslan,

and S. Kivrak

1 https://kscc.infhome/

12 https://kldc.org/

13 https://odishaconstruction.com/
14 http://brpnnl.bihar.gov.in/
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Parameters

Kerala State
Construction

Corporation Ltd.
(Kkscch)

Kerala Land
Development
Corporation Ltd.
(KLDCL§

Agriculture
Department.

Odisha Construction
Corporation Ltd.
(OCCL¥

Literature review

Bihar Rajya Pul
Nirman Nigam Ltd
(BRPNNLE}

than roads and
bridges.

Complexity of
projects
undertaken

KSCCL projects
includes Roads,
Bridges, and
constucting Hostel
residence and court
buildings.

Projects are complex|
in terms of
technicality as the
nature of projects
include Integrated
Farm Management
projects with variety
of works, irrigation
and canal projects,
and tissue culture
lab.

Projects are very
complex in terms of
scale such as Dams,
Hydraulic Gates,
Spillway, Industrial
structures, Highways,

Bridges, Building, IT an

consultancy projects.

Projects are comple
in terms of varying
works like Buildings
(Flood Shelters,
Medical Colleges,
Hostels, Gnvention
Center), Parks,
Public Convenienceg
Irrigation Structures,
Interior Fabrication,
Sports complex to
Event Management.

Best practices
in terms of
adoption of
technology,
software, MIS,
etc.

Financial
data/operations are
computerizedwhich
enablesbetter quality
work, updated project
information, lower
operating costs,
better efficiency,
greater accuracy,
operational and
financial transparency
and minimum errors.

For automating
preparation of
estimatesand
operation Wt wlL /
(Projectinformation
and Cost Estimation)
software is used. The
software could also
be used for

O2y (i N¥ O 2\
registration, tender
approval, agreement
quality control and
preparation and
passing of

02 y i NIbigi 2 N

An inhouse computer
aided design and
management cehelps
to perform simulation
and create designdit

also aids in the creation

modification, analysis,
or optimization of a

design. This is especiall

crucial during the
COVIBEL9 pandemic,
which has affected the

construction industry in

ways that would make
relying on manual
drawings particularly
infeasible.

Online recruitment
portal for
notifications of
vacancyensuring
there is no demand
supply gap
Registration rules fo
contractors are
updated on website
hence making it easy
for engaging
contractors eligible
within the
predefined
guidelines
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4. Approach and methodology

4.1 Overall approach

The study is evidence driven and expected to be based on a rigorous evaluation design. The overall
approach towardsxecution of the study consists of four phaisdéisception, Data collection, Data
analysis and Performance evaluation, as shown in the figure below.
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Figure 3: Overall approach to execute the assignment

&

Inception Phase Data collection Data analysis Performqnce
Phases evaluation
Literature review and Financial 5  beneficiari Socio-economic data — REESI framework (Socio-
— urvey of beneficiaries Before/After approach economic impact)
Theory of Change Physical obser*_vation of Construction quality — SWOT analysis (Organizational
construction Benchmarking aspects)
®§ Evaluation matrix IDIs with KRIDL officials Busine_ss processes — Descriptive Recommendations to enhance
Activities analysis and 51“3“91“5; weakness socio-economic impact and drive
& Sampling design and Data ) . ) assessmen future growth of KRIDL
analysis collection instrument FGDs with opinion providers -
Divisional performance — Rank
Pilot survey Secondary data collection order analysis
(administrative data, policies, 5 - - -
manuals, reports, etc.) Financial data — ratio analysis,
: ! trend analysis
Data cleaning, structuring and

tnangulation
@ + Evaluation design Views on Socio-economic impact * Socio-economic impact analysis « Evaluation of KRIDL
= = Data collection instruments Observations on construction = Analysis of CU”-‘SUUC_tlﬂf"_qya“t:f" * Detailed recommendations
Output * Inception Report quality rformance analysis of KRIDL + Evaluation Report

Insights and explanations about
KRIDL performance

Collection of diverse views on
important issues and arrive at
CONSEnsus

Fin:

Interim Report

Karnataka Evaluation Authority |26



Approach and methodology

4.2  Data collection: approaches and methods

Considering the diverse data needs and analyses required, data collection for trserslyidg on
a mixedmethods approachVe started the data collection work with pilot survey which helped us
refine the questionnair&indings of pilot study are present in annexure of this report.

1. Physical observation of KRIDL works

This involved physically visiting and observing the variowsrks implemented by KRIDL. Datia
collected using a structured observation sheet. Each iwdrversed in entirety and evidenise
gathered through observation. Evidence about facilities and safety features provided for beneficiaries,
as well as qualy of the asset constructésl collected in the form of photos and/ or videos. For
example, for a road constructed by KRIDL, evidence about comfort facilities (bus stop, water points,
toilets, etc.), safety features (road signs, reflectors, warning messatge and quality aspects
(evenness of surface, wear and tear, potholes aeégathered.

Before visiting the asset, preliminary information about the assgathered from KRIDL and
reviewed. This informatioms also sharedvith and trainingis provided to the enumeratdrthis
process facilitate the gathering of contextual evidence and provide reference data for- cross
validating with physical observation and beneficiary feedback. Such information isiclude

1. Physical specifications: Taking an amwple of a road construction project, physical
specifications like starting and ending points, length in kms, width in feet, number of lanes,
etc.

2. KRl DL 6 s Scepe elpments like design responsibility, material responsibility, type of
work (new constration/ capacity expansion/ repair/ renovation), terms of reference, etc.
I nf ormati on a b lbelpedustdedtritt gabthsringof evigence to relevant items
of the work.

Observation guides for select asset types have been provided in anrethisereport. They are
included as a part of the Asset User questionnaires.

2. Primary survey of asset users

The survey of users/ias conducted immediately after completion of physical observation of the
works. This helpdin providing a reference of physical observation data in order to cross check
responses of users and provide opportunity for counter questioning.

For each work visited, two users of the asgeinterviewed. Anecessary criteriofor selection of

the personto be interviewedvasthat s/he should have been regularly using the asset for a significant
time period. Wherever possible, s endeavored to select -sheedf
administratol® and the other as a regular user.

% An #dned administrator could be any person of authority (mn relat
the perspective of the User department with which KRIDL has a contractual relationship. Such person could be administrative
manager of a building, secretary of a housing complex, principal of a school, park security guard for a pathway present inside a park,
etc. An on-site administrator may not be present for all assets i for example, a road or a water pipeline i in which case two regular
users will be selected.
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Datais collected using a structured questionnaire. The survey tath on change in various
sociaeconomic parameters which are attributable to the asset as well as validation questions about
the asset quality. Examples of social parameters for an offiowagon workis improved facilities

and comfort for employees, whereas for a residential building constructignpértainng to
improved amenities and facilities for residents and their family members. Economic parameters for
a road constructiomclude improvement in mileage and vehicle maintenance cost. Questrens

both in qualitative and quantitative formétdor example, respondenése asked to providep to

three significant improvements they have observed in the asset as compargaedatie situation
(qualitative) while theyarealso be asked to rate their satisfaction orpaidtor 5-pointquantitative

scale (quantitative).

Asset User questionnaires for select asset types have been provided in annexure of this report.

3. In-depth interviews (IDIs)

IDIs arecarried out with KRIDL officials across levels covering Chairman, Managing Director, Chief
Engineers, Executive Engineers, Assistant engineers, Field staff and Support staff. The purpose of
these interviewss to better understand germance trends, business processes, business strategy,
competitive positioning, brand equityture plansand roadmaps, etc.

Datais collected using atructured and sensitructured questionnair&éhe areas of enquiry for IDIs
are provided in annexudd this report.The following table describe the list of people interviewed:
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Table 7: List of persons interviewed

N S S N

Head Office Gangadhara Swamy

2 Head Office Patharaju \KAS CAO
3 Head Office Mahadeva Swamy CFO
4 Head Office H. Nagaraju CE
5 Head Office Eshwarappa CA

6 Bangalore Rural MM Manjunath AEE
7 Mahadevapura Prakash CP AEE
8 Bangalore Urban Shridhar V AEE
9 BBMP East Suresh Reddy AEE
10 BBMPR1 Ashok Kumar EE
11 Bangalore PraveerB Srihari EE
12 BBMP2 Shrinivas R EE
13 South Zone K Mahesh CE
14 Mysore Dileep AE
15 Karwar Mr. SR Meharwade EE
16 Karwar Mr. Lohith Nayak AEE
17 Belgaum Shegunashi AEE
18 Belgaum DhanyaKumar EE/SE
19 Mangalore Sadashivaih EE
20 Mangalore Pramod AEE

4. Focused group discussions (FGDs)
FGDs are carried out with multiple groups of KRIDL officials. Each groigphomogenous and
heterogeneous across multiple dimensions of hierarchy, deparfm@iibns,and geography. The
following table describes tHist of conductedcGD groups Dyads® and their compositions:

16| n

coupl e

of

he participants

have not turned up for
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Table 8: FGD groups and their composition

S No. No. of people  Participants

1 Head Office 26-10-2021 3 CAOQOOffice Superintendent, and FDA
2 Bangalore Urban 27-10-2021 7 EEs and AEEs

3 Chikkamagaluru 25102021 9 EEs, AEEs and Work Inspector

4 Gulbarga 01-11-2021 25 AEEs, AEs, JEs,

5 Davangere 11-11-2021 8 AE, EEs and AEEs

6 Chitradurga 11-11-2021 9 SEEEs, AEEs

7 Mysore 2311-2021 8 AE, SE, EEs, AEEs

The issues to be discussedcommunicated to the participants well in advance so that they remain
prepared.

A general guide for conducting the FGD is provided below:
1. Moderator specifies the time fdrscussion (3815 minutes)

2. Opening remarks are provided by the moderator, describing the issues that the group needs to
discuss and general guidelines for discussions

3. Each participant is provided a time of two minutes to share opening remarks desasibireg h
views about the discussion topics

The floor is opened for discussion and debate

Ten minutes before closing time, moderator invites participants who have not spoken to express
their views

6. Five minutes before closing time, moderator announces tiitnele¢he discussion

7. At the closing time, moderator provides closing remarks summarizing key takeaways, issues
discussed, consensus reached, etc.

Detailed format, FGD guide and the listtoilGD 6 s ¢ e gravided énénnexure of this report.
Few pctures ofconducted- GD6 s anidn DR IdD Is arspresehtbelow:.e s

Figure 4: FGD and Dyad Snapshots
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R

Dyad - Mangalore Division Dyad - Karwar Division
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5. Secondary data
Most of the secondary data pertio KRIDL. A list of such data is provided below:

 Finance- Annual accountsfinancial statement of KRIDL, Financial statement of other
private and public sector entities

1 Works executed Project reports
1 Human ResourcesOrganization structure

The questionnaire for IDIs with KRIDL officials annexed to this report includes items from the above
list.

4.3  Sampling approach
The sampling approach and selection of respondeseidfor the study is described below.

1. Works sampling and User selection(for physical observation of works and survey of
beneficiaries)

481 works and 15 CSR projects executed by KR#ibdsampledor the study The samplés drawn

representatively across departments, schemes, time-P2205 and space (zone, division, sub

division, district and taluk). The sample also consider the satisfactory and not satisfactory works as

graded by District Quality Monitoring Unit (DQM).

Two users per assateselected for interview. Wherever feasible, one of theusécsb e t he Mn o1
sitedo administrator.

The sampling of fiMaind projects across user d:i
data provided by KRIDL did not comih data/ contained limited data pertaining to some of the
department names provided in the TOR, hence some adjustmebtseimathde which are explained

in the table below.

Table9: Sampl ing AMai no prtjects across user

Fully

1. Agriculture Marketing 1 0 adjusted in
Agriculture

2. Agriculture 1 3

3. Animal Husbandry & Veterinary Services 6 6

4. Backward Classes 1 1

5.  BBMP Bengaluru 146 146

6. BDA 2 2
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12.

13.

14,

15.

16.

17.

18.

19.

20.

21,

Approach and methodology

Selected
Department name Sample as per TOR REMETS
sample
Boards and Corporations 6 6
Commercial Tax 2
Fully
substituted
with
Department of Employment and Training 1 1 Industrial
Training
Institute (ITI)
Buildings
Fully
substituted
CoOperation 1 1 with Co
operative
works
Director Mines and>eology 1 1
Data not
Director of Commerce and Institution 1 0 .
available
E Governance 1 1
Education 5 5
Fisheries 1 1
Forest 1 1
Health 1 2
HyderabadKarnataka Regional Development Board (HKF 1 2
Horticulture 1 2
Partly
substituted
with 6
projects of
Irrigation 10 10 Karnataka
Neeravari
Nigam
Limited
(KNNL)
Kannada & Culture Information 1 1
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Selected
Department name Sample as per TOR Remarks
sample

Partly
substituted
with 156
projects of

22, Karnataka Water Supply and Sewerage Board 157 157 Karnataka
Rural Water
Supply &
Sanitation
Agency

23, Karnataka State Beverages Company Limited 1 1

24, Library 1 1

25, Medical Education 1 1

26. Mujarai Department (Dharmika Datti llakhe) 1 1

27, Municipal Administration 1 1

28. Others 19 19

29. Police 1 1

30. Rural Development & Panchayati Raj 59 59
Partly

31, Revenue 21 17 adjusted in
other
departments

32, Social Welfare 25 25

33. Tourism 1 2

34, Women & Child Welfare 1 1

35. Youth Service and Sports 1 1

Total 481 481

Apart from the 2AB1i@®MBoOonpropyre¢est KRIBLoprovided t o
data across 5 years for ACSRO projects. 15 p
method and due coverage was provided to all administrative zones. The next section provides details
of the sampled projects.
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Detailed list of sanpled projects

This section provides detailed list of the sampled proj@sited till now based on sample works
selected The AMai ndivigediodpartst s | i st i s

1. Main work visited as per sample work selecf4@B works)
2. Substituted work visited in place sample work selectgd5 works)
3. Main work visited but sample work not fouf2P works)

For each project, name of the project, name of the user department and the corresponding name of
zonal office, divisionabffice, and subdivisional office of KRIDL is providedilong with the field

visit date In case of substitute work visited and sample work not found, remarks column has also
been added.

A separate | ist is (@A2woksviditddnelfworknotfioGne Rhen visited)j e ¢ t
Further, there ar&9 workswhich are unidentified.

The | ist of AMaind projects cat egtthéregperdlongn 3 |
with detailed list of surveyed projects basis work type

Statistics of wolk surveyedand respondents

This section provides summarized statistical view of the surveyed projects and respondents according
to work type.
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Table 10: Statistics of work surveyed and respondents

_ No. of respondents
Statistics of _
S No. | Work Type (2 per work Statistics of respondents
surveyed)

work surveyed

28% are females, Average age of respondent

Drinkin .
1 water u?\it 187 374 is 35 years, 81% represent the backward
category (SC/ST/OBC) community
11% are females, 5% are transgender, avera
5 General 27 54 age of respondents is 40 years, 44% represe
building the backward category (SC/ST/OBC)
community
42% are females, Average age of respondent
Pathway .
3 work 6 12 is 46 years, 92% represent the backward
category (SGET/OBC) community
14% are females, Average age of respondent
Sewerage .
4 works 28 56 is 42 years, 39% represent the backward

category (SC/ST/OBC) community

9% are females, Average age of respondents
5 Road works = 86 172 39 years, 68% represent theckward category
(SC/ST/OBC) community

42% are females, Average age of respondent

Office
6 buildin 13 26 is 43 years, 69% represent the backward
g category (SC/ST/OBC) community
Interior 15% are females, Average age of respondent
7 works 10 20 is 43years, 65% represent the backward
category (SC/ST/OBC) community
General 12% are females, Average age of respondent
8 works 43 86 is 39 years, 54% represent the backward
category (SC/ST/OBC) community
. 36% are females, Average adaespondents
Exterior

9 works 7 14 is 39 years, 64% represent the backward
category (SC/ST/OBC) community

) i All are males, Average age of respondents is
Residential
10 buildin 3 6 28.5 years, 100% represent the backward
g category (SC/ST/OBC) community
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2. Office sampling andstaff selection(for in-depth interviews)

Sampling frameworlor conducting IDlis considered acrog3orporate, Zonal, Divisional and Sub
divisional officesT he | DI 6 s s amp | disiormlroficesanu subdavidiona officess s
and they areselected considering offices from each Z@mel geographicallyThe KRIDL staff
interviewed sample includes Chief Engineers, Executive engineers, Assistant Executive Engineers,
Chartered Accountant, and other field staff.

3. Group sampling andparticipant selection (for focused group discussions)

Composition of the groups on account of Corporate, Zonal and Divisional afitmgiorhelped in
capturing diverse viewpoints and perceptions, promote seeding of ideas and enrich outcomes of the
discussions. In some cases, it also helped in consensus building on important issues. Group types
sampled based on the issues is provided below:

1 Performance issues, Customer perceptions, Strategies to enhance performance (Zonal
office, Divisional office, ®uth zone, Central zone, North zone)

1 Sustaining performance in absence of KTPP exemption, Brand equity of KRIDL,
Competitive positioning, Strategic roadmap, Action planning, Secamomic impact
(Corporate office, Zonal office)

1 Major reasons for Qualityssues, Cost overrun, Time delays affecting projects, Strategies
to enhance performance (Divisional office, Zonal office)

Employee motivation and compensation (Administration)

Improving financial performance, strengthening financial controls and compliance,
Mitigating financial risks (Finance)

4.4  Approach for data analysis

The analytical approackariesas per the nature of data and evaluation questions to be answered:

1. Quality check analysis

This approachs used for parameters related to construction quality. Standard accepted norms for
construction qualityo be used as reference and the actual web@ compared with such norms to
analyze the quality of construction. For example, some of the norms for construction quality of a
footpath are even surface, absence of broken tiles, uniform and adequate width to accommodate
pedestrians during peak hours;.€&orgeneral building norms for quality aspects included electrical
fitting, plumbing, carpentry, civil work, cracks, peeling paint, water seepage, inferior material
quality, broken slab, chipping off cement, rusted iron bars and vegetation growtharlgjnfior
sewerage works include physical observations were made against 3 qualityiaspéqtarts €.9.,
cementbuilt structure), mechanical parts (e.g. manhole covers) and plumbing (e.g. Pipeksxly,

norms for sewerage works includpdtholes, cracks, washedut road and sinking road
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2. Satisfaction scale

This approach will be used for data on seetmnomic parameters of a qualitative nature and where
personal views/ opinions are involved. The respotsé® quantified on a fivpoint Likert scale

(e.g. Very good/ Good/ Average/ Bad/ Very Bad) and the distribution of responses across the five
pointsis analyzedFor example, quality of education offered and its impact on enrollment of students.
Further drinking water unit has impact on heglinameters of community, wellbeing of women and
children, etc. Similarly, pathway and road works impact on safety and ease in commute.

3. Descriptive analysis and strengths/ weakness assessment

This approachis used to analyze business processes, procedures, policies, guidelines such as
procurement framework, performance appraisal framework, quality control policy, financial control
standards, et listing of strengths and weaknessesdifferent elemens provided whichis used

to suggest recommendations in order to strengthen the elddenify opportunitieand eliminate

the threat.

4. Ratio analysis, trend analysis
This approachs used to analyze quantitative nature performance data related to firesymals.
For example:

Financial performance current ratioguick ratio,profit margins, inventory days, etc.

Wherever historical data is available, the sasrotted on graph (line graph or bar graph) and the
trendis observed and analyzed. Tigspplicable for parameters like revenuaetprofit margin, etc.

4.5  Approach for descriptive analysis

1. REESI Analysis

We haveusal the REESI (Relevance, Effectiveness, Efficiency, Sustainability, Impact) framework
for evaluati on o fonvrRusbDhjettises.per f or manc e
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Figure 5: REESI framework

%G

Retevance

&

Effectiveness

EMiclency
&agﬁ
Sustainability
+ Equity

Need for KRIDL
Coherence with State development needs and sirategic agenda
Coherence with Rural Development & Panchayati Raj Dept.'s (RDPR) strategic objectives and programs

Level of Achievement v/s Target on organizational goals, state development agenda, socio-economic objectives
Factors affecting achievement or non-achievement (design, Impiementation, externalities, sic.)
Management and mitigation of risks to outcomes

Assessment of inputs used (Time, Efforts and Costs) and outputs produced (area constructed, kms of roads built)
Assessment of value for money

Execution of Projects: Processes. institutional mechanisms, internal and extemal co-ordination

Administration of Projects including Monitering & Evaluation

Conducting cost benefit analysis, break even analysis etc.

Sustainabiiity of outputs produced (assets built)
Mechanisms adopted to ensure sustainability (design, implementation, co-crdination with entities. etc.)

Management and mitigation of risks
Sustainability based on physical and financial performance profitability, generation of own resources etc.

Development objectives achleved and Long term impacts realized
Lessons leamt
Replicability/ Scalability aspects

2. SWOT Analysis

For organizational data, SWOT analyisisised to evaluate organizational performance.

4.6

Hypothesstesting

Thefirst hypothesiswhich has been testedtisatKRIDL works have generated and contributed
towards significant socieeconomic impact and benefits

The hypothesis has been tested against major work catefonaghopinion survey of users and
found to be true

Overall perception of respondents about benefits

Drinking water unit 48%
58%
Sewarage 68%
2%
Road 75%
76%
Interior works 80%
81%
Residential Building 83%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
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Sociceconomic impact and benefit

1 Improvement in Health parameters of the community

Drinking water unit
1 Improved water taste andvater- color

1 Increase in enrolment in educational institutions, within the local community
Increased community bonding
1 Increase in number adnimal patients who are able to avail health services locs

General building

=

Pathway and Road 1 Improved experience of daily commute
works 1 Improved safety of travel
Drainage works 1 Improvement in sanitation/ cleanliness standards

1 Improvement in infastructure as compared to earlier office

Office buildin
g 1 Improved training facilities

1 Community hall used for multipurpose activity
1 Increased impact on work productivity

Interior works

1 Improved reliability and availability of power supply
General works I Time and cossavings for students and workers
1 Improved perception of safety and security

Secondly we have tested the hypothedlsat KRIDL works have resulted in significant
employment generation due to their labofintensive nature.

The hypothesis has been testiedugh questiona b out empl oyment i n | DI 6s
to be true as KRIDL has a positive impact on job creation for unemployed aneaunpleyed youth,

labor costs as a share of the total project cost is bigho40%), labor is extensivelysarced at a

local level and paid in accordance with the SR and the labor working on urban projects have their
origins from faraway rural areas ensuring fulfilling the objectives of creating employment
opportunities for unemployed, undemployed youth theby improving their livelihood.By
calculating the maays generated on absolitasisfor execution 0f66,657 works by KRIDL, a

total a total of 4.2 crore mandays were generated split as 12.3 croerdaysfor unskilled labor

andl1.9 crore marndays for skilled labor.
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4.7 Limitations/ constraints

The following are limitationsé¢onstraints factors of the study:

1. Many of the infrastructure works surveyed wexkecuted-6 years backoetween the years of
20152020. In many cases, rewoakd repair of the work has been ddhes challenging to
assess the original work done by KRIDIhus, it was difficult to link outcome directly with
ony KRl DL 6 s Fomed, in oase of roads, repairing of roadd layerindghas been done
and hence the enumerator was not able to validate and assess the baseline condition of the road
which KRIDL built.

2. In a couple of instances, wovkasnot found as per the sample providétius, the ground
reality of the work has changed, alhdvas a challenge to assess the original work done by
KRIDL. For e.g., in many places RO plants were not found as they have been sold as scrap or
shifted due to other reasoris.suchcases, enumerators have visited alternatetsitssess
baseline worldone by KRIDL

3. Financial analysi©of KRIDL is donefor the periodbetweenFY 201112 to FY 201617
consideringavailability of auditedfinancialstatemergs
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5. Key results anddiscussions

5.1 Redesigned evaluation framework and key findings

The evaluation framework is a mapping of the objectives and scope of the evaluation study with the
corresponding stakeholders involved and the hguiputoutcomeimpact level enquiry areas. The
following table shows the evaluation framework which hastegeployed in the presestudy and

maps key findings against each of the irputputoutcomeimpact level enquiry areas.
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Table 11: Redesigned evaluation framework with key findings

, : Stakeholders involved , _4
Evaluation Evaluation a L y-Qidpiit-Outcome

and Data collection Key findings

objective scope LYLJ Ol¢ Syl
sources

9 Due to the physical nature and labor intensity of the works, a significant ex
of direct employment is generated. Labor costs as a share of the total projt
T YwL5[ Qa LJ2f costishigh, sometimag to40%.

employing labor (INput) ¢ yPiDp s g2 NJ &4 KF @S +F LR&AAGASS AYLI O
T YwL5[ Qa LJ2f underemployed youthGenerallythe projects are of short to medium term
employing vendors/ duration and work content is unskilled or seskilled in nature, which involve
contractors (Input) significant number of unempied and undeilemployed youth.
Analyze the
impact of 1 KRIDL senior 1 Nature of jobs/ 1 Most of the labor working on urban projects have their origins in faraway rt
infrastructure Empl.oer]ent management livelihood opportunities  areas spread throughout the state. Hence, despite the urban focus of proje
works on and I'Vet_“hOOd 1 KRIDL field officials generated (Outcome) not only do they generate employment for rural people but alsol#ea
employment and generation (EEs, AEES) 1 Local level impact economic transfer to rural areas through employment and community proje
livelihood created (Outcome) 9 Labor is extensively sourced at a local level. KRIDL relies on local area lak
1 Rural inpact created O2y i NI OG2NJ ol Graup] NBRIENINBRNIGED [ &0 ai
(Outcome) 1 Wherever relevat) sourcing of critical inputs is carried out locally. KRIDL re
1 Compensation providec signif_icantly on _Iocal contractors for labor, for equipment (e.g. JCB, cranes
(Outcome) for minor materials.
9 Laborers employed are paid in accordance with the employment rates spe
in the SR. This ensures that wagdated exploitation is avoided.
Examine the Brocurement 1 KRIDL senior 1 Procurement practices i Iéarge sized procurements (e.g. ce.me.nt, steel) are.carried out centrally thrc
impact on management (Input) -procurement portal. Other material is procured directly by KRIDL througt

Government emarket place portal. Smaller requirements (equipment, mino
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Stakeholders involved

Evaluation Evaluation : G L y-Qidpiit-Outcome .
. and Data collection y Pw . a .| Keyfindings
objective scope LYLJ OQue SYlj
sources
eliminating 1 KRIDL field officials { Extent of middleman material) are net locally. For supply of labor, KRIDL directly contracts with |
middlemen (EEs, AEES) involvement in level GLs.
procurement(Output)

1 A wellestablished process exists for planninglatheduling projects for
execution which includes site visit, soil testing, budget preparation and des
and reports preparation, etc.

9 Project execution
techniques (Input)

Cost control techniques . . e N
1 q 9 Delays are majorly caused due to site specific issues sigitedisigation,

Project 1 KRIDL senior (I.nput) encroachment, site in hilly areas, tfisfmovement, delay in sit_e clearance by
management management 1 Time management .EA,'e.tc. Further, delays are also cagsed dug Fo challefng(.as in supply of ma
techniques techniques (Input) in difficult to reach areas and sometimes political motivation.
Estimate the during T KRIDL field officials  q Oversight and | Control mechanisms are available to mitigate the impact of time Gt
organizational execution (EEs, AEEs) supervision (Input) escalations e.g. carrying out work during nighttime to overcome traffic issu
efficiency I Extent of cost overrun ¢ while there is no formal mechanism to manage crisis situations, practical
(Output) solutions are adopted to manage typical events e.g. labor related issues ai
1 Extent of lingering handled in consudtion with Groupleaders.
works (Output) ' According to inputs shared by KRIDL, arowl®% of all projects get delayed
i Strategies to enhance I . . . . .
Financial utilization of Utilization of labor, material and equipment is not an issue since they are proc
. 1 KRIDL CFO ) after contract is awarded. On most occasions, KRIDL has enough projects on
efficiency equipment, labor

to ensure optimal utilization.
(Input)
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Stakeholders involved

Evaluation Evaluation : G L y-Qidpiit-Outcome o
. and Data collection < ., a_». Keyfindings
objective scope LYLJ OQue SYlj
sources
Construction I KRIDL senior ¢ Extent of use of moden KRIDL works with vendors who have access to modern technology. However,
management to use modern technology is limited given the size and complexity of psdpeing
technology and technology and . . i .
. KRIDL field officials . undertaken by KRIDL. The technologies which are btigeidly and are suitable
practices practices (Output) .
(EEs, AEES) for the kind of works taken up by KRIDL are generally adopted.

9 Larger sized procurements are carried out centrally and competitively throt
e-procurement by Head Office, while smalraled requirements are met
locally like machines and equipment. Contractors are procured through the

1 KRIDL senior preferential sourcing method wia labor is sourced locally througsroup
Cost effective management T Procurement methds Leaders (GL).
and documents used

procurement ¢ KRIDL field officials (Input) 1 While presently there are no standard bidding documents, KRIDL is in the
(EEs, AEESs) process of preparing these which will include standardized technical
specificationsKRIDL is also considering having congradth GrouplLeaders
(GLs) in future, with contractual guidelines on capacity, quality, and rural
employment generation.

9 Staff turnover coupled with lack of recruitments has created a shortage of

1 Staffing strategies permanentstaff.
(Input) 1 In order to tide over thestaff shortage issues, KRIDL has heavily resorted tc
Staffing levels § KRIDL CAO 1 Staffing levels (Output) outsourcing model, both in corporate offices and field offices. Aln608t of

1 Impact of staffing issue KRIDL staff is outsourced.

(Impact) 1 There is a looming risk of loss of institutional memory as most of the existil
permanent staff will be retiring soon.
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Stakeholders involved

Evaluation Evaluation : G L y-Qidpiit-Outcome .
. and Data collection y Pw . a .| Keyfindings
objective scope LYLJ OQue SYlj
sources
Work allocation 1 Roles and Roles and responsibilities, job descriptions are not written and formalized, but
and co 1 KRIDL CAO orally explained to employees. Nonethelesgst of the engineers are well aware

responsibilities (Input)

ordination about their roles and responsibilities.

1 Performance Performance management process lacks-aplffraisal and a formal goaktting
Performance process. KRIDL follows the confidential report (CR) system but a formalized

KRIDL CAO managengnt process . . . .
management (In Ut? P mechanism for goal discussions and target setting at the start of the performa
P year is not available.
Every year, KRIDL provides training opportunities to both managerial and tect
- Extent of trainin employees covering technical and ntechnical areasApproximately 10% of the
Training 1 KRIDL CAO 1 g proy ng - pproximately 200
(Output) staff undergo trainig each yeamNew joiners also undergo induction training for
7 days.
Ermol  Activities/ programs T Interms of social security, KRIDL has taken a group medical insurance co
mployee fori
undertaken to ensure or its employees.
welfare and 1 KRIDL CAO
motivation employee welfare and ¢ |y any case of death tdborer, compensation settlement is done through a
motivation (Input) separate department at Head office.

) 1 A comparative analysis with 5 Indian infrastructure construction fifif8
Comparative f KRIDL CFO I Size of works executed  private, 2 public) has shown that, as compared to KRIDL, projects execute
ahglys'|s of KRID Market mix 1 Secondary data (Outcome) peer companies are larger in size and technologically more complex. Furtr
vis-a-vis private (annual reports of  § Complexity of works the peercompar$a Q LINP2S00Ga I NB aLNBIR IO

construction

companies and peer companies) executed (Outcome)  q  Some of the unique sectors in which the peer companies operate (but KRI

does not) include environment, railways, highways, airport runways, powet

1 NCC Limited, PNC Infratech Limited, NBCC India Limited, Engineers India Limited (EIL) and KNR Constructions Limited. Of these, EIL and NBCC are PSUs, while rest are private sector entities.
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Stakeholders involved

Evaluation Evaluation : G L y-Qidpiit-Outcome o
. and Data collection < ., a_». Keyfindings
objective scope LYLJ OQue SYlj
sources
similar models in 9 Sectors covered transmission, power plants (coal, nuclear), oil & gas,qmtemicals. Solar
other states. (Outcome) power (which KRIDL aspires to operate in) is also one such sector.
9 Functional areas 1 Interms of unique functional areas, one of the peer compankel$- provides
covered(Outcome) engineering consultancy services. Another, PNC Infratech, provides asset

operating and maitenance services through models such as DeBigjit-
FinanceOperate Transfer (DBFOT), Operdtaintain-Transfer (OMT) and
Hybrid Annuity model (HAM).

1 Interms of employee costs, the share of employee expenses within total
expenses is the lowest for KRIDL at 2% whereas it ranges betwegrnfér
peer companies. For EIL, the ratio is at 31% due to its foceagineering
consultancy services. The low spending ratio of KRIDL on employees is
corroborated with findings from interactions with KRIDL officials, which
indicated that many staffing positions are vacant and most of the staff bein

KRIDL CFO hired are on contractal basis.
Cost structure
(operating costs I Secondary data 1 For privately owned peer firms with heavy reliance oiause machinery sucl
and capital (annual reports of T Cost structure (Input) as KNR constructions, the share of depreciation and amortization expense
costs) KRDL and peer highest at 12% followed by PNC Infratech (7%). The public sector compan
companies) (KRIDL, NBCC, EIL) KRIB4 mperations on an asset light model and have a

very low depreciation and amortization expense ratio.

9 The public sector peer companies (KRIDL, NBCC, EIL) are largely debt fre
low debt to equity ratio) and have very little share of finance costsclvis
almost zero percent. However, same costs for private sector entities are in
range of 59% indicating a higher use of leverage to finance projects. A higt
reliance on debt finance indicates asset heavy operating models and longe

Karnataka Evaluation Authority]| 48



Key results and discussions

, . Stakeholders involved , P
Evaluation Evaluation a L y-Oidpint-Outcome

and Data collection Key findings

objective scope LYLI OG¢ Syl
sources

tenure projeds with generation of cashflows on longer term basis (such as
DBFOT, OMT, HAM projects), which matches with servicing requirements
debt-basedfinance.

T YWL5[ Qa Fyydzft NB@Sydz$Sa KI @%f288Sy
indicating a robust turnover and market share within Kaaka. Amongst non
power PSUs within Karnataka, KRIDL is the most profitable company.

1 In comparison to peer companies, the peers had annual revenues ranging
~Rs. 2,500 to Rs. 9,000 crores (FY20m0 | & O2YLJI NBR
~Rs. 2,400 cres (FY 20147). This is attributable to the larger scale and
complexity of projects undertaken and wider presence across multiple Stat
of the peer companies.

1 Revenue performance
1 KRIDL CFO (Output)

T Secondary data T Profitability (Outcome) 1 The net profit (profit after tax) margin of KRIDL and peer firms is as follows

E;?;ﬂnce Sgrgflafg‘;zz:’f 1 Cash reserves (12.1%), KNR (10.2%), PNC (9.5%), KRIDL (5.2%), NCC (3.5%) and NBC
companies, CAG (Outcome) 9 The operating profit (profit before interest and tax) margin of KRIDL and pe

report) 9 Normonetized work in firms is as fotws: EIL (19.6%), KNR (12.9%), PNC (12.3%), KRIDL (7.9%)

progress (Outcome) OpdrE:20 YR b.// o6ndm>0d YwL5[ Qa 2

10% price markup it is able to command within its financial quotes. Consid
sectoral and functional focus &lL, KNR and PNC, the above trend also
indicates that better price markups may be available in oil & gas, road, hig|
ASOG2NARQ LINR2SOdaz Fa ¢Sttt Fa Ay

1 The cash reserve to revenue ratio of KRIDL is highest at 102%<ft by EIL af
80%. This ratio for rest of the peer firms lies in the range ®6%. Cash

18 Compounded annualized growth rate
19 Over the period FY 2011-12 to FY 2016-17
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Stakeholders involved
and Data collection
sources

Evaluation Evaluation
objective scope

G L y-Qidpiit-Outcome
LYLI OG¢ Syl

Key findings

Competitive

o KRIDL CFO
positioning
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1 Exemption under KTPF
Act (Input)

1 Brand equity (Output)

1 Long term sustainability
(Outcome)

1

reserves can be used to reinvestment into the business to achieve growth
scalability. In the case of KRIDL, these reserves are increasing on yeary kt
the firm is parking most of the cash reserve into bank deposits, which coulc
SEFNYAY3 | NRdzyR 32 2F | yydzZt AydSN
generating very low levels of Return on Assets (less than 5%), it makes se
invest the money in eithebank deposits at 8% interest income or in busines
which can earn better than 8% returns on the assets deployed.

YWL5[ Qa Ay @Syi2NEB (d2NYy20SNJ RIea o
converted into revenues) is very high at 971 days which atelécthat KRIDL h:
significantly spent on material/ labor/ other construction related inputs with:
realizingthe revenues. The same for peer companies ranges between 2 da
72 days. This could be on account of lingering projects or projects which a
stuck because of some issues.

The exemption from competitive bidding provided to KRIDL is an importan
factor which assures orderolumes to the company. The nature of work carr
out by KRIDL being basic and rammplex, there are expected to be many
entities which would be able to carry out the same work, at competitive pric
and at assured quality. Thus, in the absence ofkfi®P exemption, KRIDL
would be exposed to a risk in reduction of order volumes as well as reduct
prices, which will ultimately affect revenues.

YwL5[ Qa oN}yR SldzAde FY2y3ad SyidNnN
projects in limited time, thus ensing timely completion and handovefhe

EAs entrust works to KRIDL due to its previous track record of accomplish
works.



Key results and discussions

, . Stakeholders involved , P
Evaluation Evaluation a L y-Oidpint-Outcome

and Data collection Key findings

objective scope LYLI OG¢ Syl
sources

1 There was a reduction in the number of projects in FY Z0I28s the 4(qg)
exemption was not renewed and KRIDL could not take up projects without
participating in any bidn the absence of KTPP exemption, long term
sustainability of KRIDL would depend tmability to procure critical
construction inputs (material, labor, vendors/ contractors) at highly compet
rates (which could be lesser than the SR rates) as well as flexibility to bid &
prices below the SR rates or accept profit markups below tiedsrd norm of
5%, 10%.

9 Periodic site visits and qualithecks are done by EEs and AEEs. Some
entrusting agencies like BBMP themselves undertake quality supervision &

monitoring.
1 KRIDL senior 1 Quality control (Input)
. Quality checks are also done through external third parties like engineering
Quality management 1 Organizational capacity
colleges.
assurance 1 KRIDL field officials for quality assurance
Study the quality (EEs, AEES) (Input) 1 Quality control is managed by line departntenAn independent and dedicate
of infrastructure quality control department is not present within KRIDL. Such a department
works strengthen the quality control capacity, bring in the required independence

help incorporate best practices.

1 Some commonly observed issues during physical check are summarized

1 Physicatheck

Physical checks --2°
parameters (Output)

Work type Commonly observed quality issues

1. Drinking water unit | Broken/ damaged filter, pipes, taps,

2 Independent observations done by CRISIL
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Stakeholders involved
and Data collection
sources

Evaluation Evaluation

objective scope

& L y-Oidpiit-Outcome

LYLJ O ¢

svyj

Key findings
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2. General building

3. Office building

4. Road

5. Pathway

6. Sewerage works

7. Interior works

8. General works
(lighting, electrical
equipment)

General works (bus
shelters, walls)

9. Exterior works

Peeling paint, wall cracks, vegetation
growth, water seepage

Cracks, seepage and vegetation grow

Potholes, cracks, sinking roads,
washedout roads

Missing and broken tilesjnking
pathways

Damaged/ brokerslabs, cement
coming off

No major issues observed

Fitting, protection features, non
functional equipment

Broken roof, vegetation growth

Nomajor issues observed

10.Residential building No major issues observed



Evaluation
objective

Key results and discussions

. Stakeholders involved , .
Evaluation ) a L y-Oidput-Outcome
and Data collection < ., A :
scope LYLJ OQue SYlj
sources

Key findings

1 The share of respondents with a posiiveverall perception about the work i
provided below:

Work type Share of respondents with a
positive overall perception

1. Drinking water unit 48%
2. General building 81%
. . o 3. Pathway 58%
Satisfaction of . 9 Opinion on overall
users/ Project users and rception about th 9
- beneficiaries percepton about the 4. Sewerage 68%
beneficiaries work (Outcome)
5. Road 75%
6. Office building 48%
7. Interior work 80%
8. Exteriorwork 72%
9. General work 76%
10.Residential building 83%

21 Ranked as either 4 or 5 on a scale of 1 to 5, where 5 denotes most positive.

Karnataka Evaluation Authority]| 53



Evaluation of Karnataka Rural Infrastructure Development Limited from 2014-15 to 2019-20

, . Stakeholders involved , P
Evaluation Evaluation a L y-Oidpint-Outcome

and Data collection Key findings

objective scope LYLI OG¢ Syl
sources

1 The outcomes/ impacts noted by a majority of the responden&¥) are as
follows:

Work type Most significant outcomes (share of
respondents with overall positive
perception >50%)

1. Drinking water unit = Water taste

. . Water colour
 Socieeconomic

Socieeconomic Project users and outcome and impact 2 Hostels for Improvement in social status
impact beneficiaries parameters (Outcome, backward category
Impact) Better access to schools
3. Community hall Availability of space for community events
4. Road Improved daily commute

Improved travel safety
5. Pathway Time savings

Improved daily commute
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Evaluation Evaluation
objective scope

Key results and discussions

Stakeholders involved

G L y-Qidpiit-Outcome

Estimate the

Impact of

impact of Covid
P COVIBLY on

19 on . .
. . implementation
implementation

of works
of works

CSR activities
Analyze the CSR carried out
activities and its
compliance to
policy
Compliance
with CSR policy

and Data collection <« . a . Keyfindings
LYLI OGe Syl oyindnd
sources
6. Sewerage works Sanitation/ cleanliness standards of the are
7. Government Improved training facilities

resource building
Improved office infrastructure

I COVIBL9 was an exceptional crisis, and its impact was greatly felt. As mos
the laborers working on KRIDL projects were migrants, there was a signific
disturbance in manpower availability. This led to delays ojgut

Labor shortages (Input) ~ implementation.

Delays in work 1 There was financial impact as well. The order flow was affected due to buc
Comp|etion (Outcome) cuts across goVernment departments.

 KRIDL senior
management

1 KRIDL field officials

(EEs, AEES)
1 In case of commissioned RO plants, CaMRffected the supply of

replacement filters and other spares, which led toreoof the RO plants being
rendered nonusable.

1 CSR activities mostly include setting up drinking whtesed RO plants. Other
1 Extent and nature of activities include construction of convention halls, drinking water facility, tre
KRIDL CAO activities carried out guards, etc.

(Output) 1 The focus during last 2 years has been towards CQ¥i@lated support in
baclkward districts such as setting up oxygen plants.

1 KRIDL follows the CSR policy guidelines as prescribed by the Governmen
KRIDL CAO 1 CSR policy (Input) India under the Companies Act, 204.2% of its gross profit is used fGSR
activities.
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5.2 Theory of change as observed in the field

The Theory of Change is a logical presentation of output, outcomes and impact resulting from
developmental intervention®ased on the physical checks and survey of users carried out across
Karnataka, the theory of change as observed in the field has undergone certain changes as compared ftc
the initial hypothesisnadeduring the inception stage of the assignm&he revisedheory of change

is presented below:

Table 12 Theory of change as observed in the field

Reduction in distance

Increased time savings
for women

1 Material, RO based travelledby women to
equipment, drinking fetch water T Improvementin
andlabor plants Improved hydration levels 62YSyQa KS
1 Project Water constructed o _

! . Infrastructure Improved availability of | § Improvement inlocal
management, Borewells water fordrinking and areasanitation
supervision, constructed household chores standards
quality control . .

Improved welbeing of 1 Reduced absenteeism
T Technology children of childrenin school
relatedinputs
I Organizational Aspdhalt Increased width of the | q .
oversight and roads road mprove experience
management g4 constructed _ with local level
oa Improvedquality of the commute
Cement .
roadi.e. smooth surface
roads : Improved travel safety
without potholes
constructed
Reduction irincidence of _
drain chokeups and T Improve.me.nt inlocal
overflow areasanitation
Sewerage Storm water . standards
Infrastructure drains built Reduction in instances of -
bad odor 1 Improvement inlocal
o areacleanliness
Reduction in instances of standards
unpleasant appearance
Government N "
offices Improved lighting and 1 Positivework
Office ventilation environmentdue to
e constructed . .
buildings Increasedaccess to lightning and
Multi- S ilati
training infrastructure ventilation
purpose
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Residential
buildings

Educational
institutions

Commercial
buildings

Pathway
works

buildings
constructed

T Gram
panchayat
offices
constructed

1 DPRC
buildings
constructed

1 Zila Parishad

training
center
constructed
1
 Hostel f
buildings

constructed ¢
for backward
category
students/
youths

91 School
buildings
constructed

1 College

buildings
constructed

9 Libraryfacility
constructed

1 Shopsand i
marketplaces
constructed

1 Paved
pathways
constructed

Key results and discussions

such aprojector, training |
rooms, etc.

Better access to schools

Reducedental expenses
resulting in cost savings

Improvement inquality of = 1
infrastructureas

compared to prefacto
situation

Improved lighting and
ventilation

=

Increasel availability of
educational seatfm the
local areas

Increased availabilitgf T
market facilitiesat a local
level

Improved pathway 7
quality with even and
smooth surface, and
without potholes q

Improvedexperience
in training

Improved social status

Enhanced satisfaction
levelswith the
residential
accommodation

Increased enrollment
from local community
in educational
institutes

Increase in local level
economic/ business
activity

Improvement
experience of daily
commute

Enhancedravel safety
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Electrical
transformers

Community
Halls

Community
Toilets

Bus Shelters

Veterinary
Hospitals

Light works

Installation of l

security
cameras

Electrical
transformers
installed

Community
halls
constructed

Community
toilets
constructed

Construction
of bus
shelters

Veterinary
hospitals
constructed

Installation
of
streetlights
along roads
and
pathways

Installation
of closed
circuit
cameras
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Reduced load shedding
and power cuts

Increased access to a
dedicated venudor
community events

Increasedaccesso toilet

facilities

Improved access to
transport facilities

Reduced dependency on

private modes of
transport

Increased use of public
transport for commuting

Increase in facilities

available fortreatment of

animalsat a local level

Improvedlevel of
lightning

Increased awareness

about surveillance among

local people

Evaluation of Karnataka Rural Infrastructure Development Limited from 2014-15 to 2019-20

Improved reliability
and availability of
power supply

Increased study time
for gudents due to
availabilityof power at
night

Increase in number of
community and social
events

Increased community
bonding

Improvement in
hygiene and sanitation
standards

Time savings for
students and workers

Cost savings for
students and workers

Improved satisfaction
with the services
available for
treatment of animals

Increased travel safety

Improved perception
of safety and security



Key results and discussions

within
building
premises
1 Restriction on entry of
' unauthorizedpersors 1 Improved safety of
1 Construction .
Compound i Restriction on entry of property
of compound .
Wall unwantedanimals 1 Improved safety for
wall and gate h
1 Reduction in theft umans
incidents
1 Installation
of senior Increased usage of gym .
Gym . T . g 9y 1 Improved wellbeing of
. citizengym equipment by local
equipment ) i local people
equipmentin people
the park
1 Installation 1 Increased wareness
Statue of statues of | § Improved aesthetic about legendary
important beauty of area figures amongt
personalities students

5.3 REESI framework analysis

The REESI (Relevance, Effectiveness, Efficiency, Sustainaldlitg, Impact frameworkis usedfor
evaluation of KaélvdDidud abjegives f or manc e

Table 13: Evaluation of parameters under REESI Framework

Parameters Evaluation

1 2KFEG Aa YwL5[Qa YIN] SO aKFNBX o0NIXyR Sl dz
YwWL5[ Qa4 oN}yR SldzAaGe |yz2y3ad 9!a A& ¥F2
Relevance completion and handover and it gets 6060000 projects every year.

NJ ¢

Need for KRDLT ! NB YwL5[ Qa 202S00A@Sa Ay fAYyS gAGK D2YC
Relevance IC KRIDL works aréocused on creating labentensive infrastructure works in rural areas thi
development generating employment, hence fulfilling its objective. Labor as a share of the total project cos
agenda KAIK & nm: FONRPAaa YWL5[ Q& 62N]aod
f ! NB YwL5[ Q& I OiVisorl NigsiSra(rural gmploymgérg, labok ititeasive iiféa,
eliminate middlemen)?
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Parameters Evaluation

Effectiveness

Level of
achievement,
Driving factors,
Mitigation of
risks

Efficiency

Use of resources
Efficiencies
achieved,

KRIDL undertakes all rural development works directly by eliminating middlemen and hence
with GoK Vision/Mission.

1 Whether KRIDL would sustain in the absence of exemphder KTPP Act?

KRIDL need to participate in the bidding process of projects worth more than 2 crores and v
direction of business expansion to sustain and maintain its relevance in absence of exemptior
the KTPP Act.

f Isthere astrongnee@fNJ YwL5[ Q&4 SEA&GSyOSK

YwWL5[ Q&4 SESOdziSa a2YS 2F GKS 62NJ & F2N (K¢
projects under schemes of SCP, TSP, etc. ensuring its relevance for development work. KF
focuses on urban projects for maxinmgirevenue generation potential. But the economic trans

happens across the state and in rural areas as the employment is given to migrant workers ¢
from faraway rural areas’he above pointsubstantiateastoy 3 ySSR F2NJ YwL 5

1 What are the Achievement vs. Targets on KPIs (projects completed, timely completion, qt
of works, jobs created, satisfaction of beneficiaries)?

KRIDL is known for executing plojé & ¢AGKAY | ftAYAGSR (4AYSO®
take placeafter quality inspectionBeneficiaries are generally satisfied with KRIDL work. For inst
80% of asset users while responding to survey of general buildings like commulsitgtiabols, etc
termed the construction as good quality, spacious and with good ventilation which are impc
determinants of user satisfaction.

1 How well is the financial performance, profitability, risk mitigation?

KRIDL has remained consistentlyfiiedle during the period FY 20412 to FY 20187 and the net

profit margin has been in the range of 5%. Further KRIDL Tikegbb savings oall its worksfrom

FY 20222 onwards. KRIDL effectively tries to complete all the projects within time to reduct

mitigation and cost escalation.

1 2KFG FNB GKS RNAGAYy3I FlFLOG2NRE O6YwL5[ Qa Ay
policies)?

Driving factos for KRIDL are a constant stream of projects due to an exemption under the 4(g) ¢

of the KTPP act. KRIDL also has multiple empaneled departments as clients and maintai

rapport amongst them. Further in the market, KRIDL &esess tdocal corractor and vendor

network.

1 126 AGNRY3I Aad YWL5[ Q& -edchofichidpaceZi A 2y Ay | ¢
YwL5[ Qa KlFa STFSOGA@St & O 2egoiadik dnigics Rhroigh dot:

sourcing, contract and implementing various social works of rdiffedepartments of GoK.

I What is the Utilization v/s Allocation of resources (time, money, labour, material) and whi
the efficiencies achieved?

Utilization ofresources, tools and equipment is driven by the extent of new projects receive
KRIDL and strategies to optimize their deployment efficiently. To ensure efficilmast cost
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Key results and discussions

Parameters Evaluation

Steps taken tao procurement is followed for largesized procurementswhich are carried out entrally and
ensure efficiency competitively, while smaller scaled requirements are met loclgterials are procured and use

Sustainability +

Equity
Extent

of

sustainability,

Mechanisms
adopted,
mitigation

Risk

as per the requirement of the projects. Efficiency is maintained by procuring of equipment lik
cranes on a hiring basis, based on the regmient of the projectThese strategies ensure effectiy
cost control in procurement and project management and proper utilization of resources.

1 Have the costs incurred helped in achieving the benefits anticipated? Do the costs incurrel
the beneits derived?

The costs incurred on development projects helped in achieving the benefits of employ
AYFNI &G NHzOG dzNB o6dzAf RAy3aT StAYAYlFGAYy3I YARRI
the benefits derived as it transfers the benefiéssgely to local and rural areas and the firm rema
profitable by creating required development infrastructure efficiently for the progress of the st:

1 What are the Quality control mechanisms (material quality, supervision and inspection of \
used?

There are multiple dimensions of Quality control mechanisms to ensure efficiency of the v
Quiality check is undertaken for both material quality and workmanship. Further, supervision is
by KRIDL staff and a third party or EA inspection ésddlae for ensuring efficiency.

1 How effectively is modern technology used?

Contractors are chosen having capability and capacity of using modern technology and res
increasing efficiency of the construction works.

I What are the factors responsible fioss of efficiency?

Mainfactors responsible for loss of efficierane delayghat occurduring project executioand cost
escalationDelaysare majorly caused due to site specific issues susitasitigation, encroachment
traffic movement, etc. Further, change in prices leads to cost escalation resulting in short:
resources.

I What are the steps taken to ensure efficiency?

KRIDL is planning to implement measures to further enhanceefftsiency a) cutting dowr
unproductive expenditure, b) using IT initiatives (e.g., the planned procurement of ERP), and
savings, etc.

9 2KIF{iQa (KS orvarNgs sustinalilty &lements such as local sourcing?
YwWL5[ KSI@At& LINBFTSNE 20Kt az2dz2NODAy3a 2F O:

1 2KFEiQa GKS LISNF2NXIyOS 2y @F NR2dza 91 dzA (i €
backwardcommunities, development of backward regions)

Many of the schemes/ projects undertaken by KRIDL ensure the performance on various
elements such as women empowerment, development of backward communities. Some ¢
examples of the work done in thield are hostels, schools, colleges, anganwadis, roads, hosy
veterinary hospitals, rural markets (Halli Santhe), etc. These activities contribute to soci:
economic benefits for the people and ensure equitable availability and access of K&E2tspo
different and all social groups.
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Parameters Evaluation

I How strong is the Risk mitigation?

There is no formal mechanism to manage crisis or risk situations, practical solutions are ado|
manage typical events and ensuring sustainability. Like labor issues agdl soriscussions witt
D[ Qa o

1 How strong is the organization to sustain itself based on physical and financial performan
profitability, and generation of its own resources?

Organization is strong enough to sustain itself based on physical and finpaed@mimance, as it is
3SGGAYy3 Sy2dzaK LINRP2SOdGa FNBY 9! Qaod !fazs
manage resources through outsourcing.

1 Whatarethe/ I GFf@0A0 AYLI OGa 2F YwL5[Qa | OGAQD
impacts)?

YwL5[ Qa FtOGAQGAGASEAE KI@S | OFdltedAad AYLH O

opportunities for localevel contractors, vendors and labosetreating local and sectoral growth.

I What are the Socikeconomic impacts created?

KRIDL relies significantly on local contractors, which directly and indirectly impacts the loce
sociceconomic status. Further, KRIDL impact enhances as they exparneum of CSR projects lik
Development recently establishment of Oxygen plants, RO units, etc. Employment generated through

Impact

objectives ensures that wage related exploitation is avoidedlso, KRIDL takes up works under differ
achieved, schemes of the TSP, SCP, Minority, Tourism, Veterinary departments, etc. in rural areas bet
Replicability/ marginalized and vulnerable communities especially the poor and the women resulting in
Scalablllty of equ|ty

Outcomes

1 What is the longevity of works created?

Quality inspection is performed across multiple dimensions at multiple stages, by interna
external entities, and for material as well as workmanship ensuring the longevity of the projec

I Can the projects/ methodologiesc. be replicated/ scaled up?

{AyO0S Y2aid 2F GKS @62N] 2F 9! Qa I NBE &aAYA
projects/methodologies are replicable in nature and can be scaled up.

54 SWOT analysis

SWOT analysis is used to evaluate organaradl performancelhe SWOT analysisf KRIDL is present
in below chart:
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Figure 6: SWOT analysis

Strengths

AConstant stream of projects due to exemptio
under the 4(g) clause of the RP act.

AMultiple empaneled departments as clients
and good rapport amongst them.

AJob savings on every project leading to
financially strong performance across the

years.

ADespite the urban focus of projects, able to
transfer economic benefits to rural area
achieving KRIDL's objective.

AEstablished process for planning and
execution of projects resulting in timely
execution and delivery of projects.

AExtensive local contractor and vendor netwg,
enabling them to complete projects in timg

Opportunities

ADecrease in the dependence on vendors and
contractors for materials and equipment by
restarting closed workshops.

ADiversification by using expertise
(consultancy business)

AUpstream expansion of business (design and
architecture)

AExpand to other User departments and seek
work for construction projects.

AExpand to other States by competeting
through bidding process.

Key results and discussions

Weaknesses
ADelayed projects especially due to site specif
and other issues lead to cost escalation.

APermanent staff shortages due to lack of
regular recruitment.

ALess accountability due to no formalized
performance management process.

AWeak monitoring due to lack of independent
quality control wing.

ANo standardization of contracts and
mechanism to hire contratcors, vendors.

AGaps in training needs affecting institutional
capacities.

ADifficulty in adopting modern technology due
to high cost and small size of projects.

Threats

AChange or amendment in the KTPP Act
removing exemption under the 4(g) clause.

Almpact of COVID19 pandemic.

APolitical pressures.
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6. Analysis and findings

6.1 Employment generation

Employment generated for unemployed and undeemployed youth as against the number of
works executed and turnover made. Employment generation through KRIDL works vigs-vis
employment generatedhrough community projects of Gram Panchayats.

KRI DL6s wor ks have a posi ti v €onsidenngthetcivilconstructiom c r e
natur e, KRI DL 6 s wo-taBosas a share df thebtaiat project tost is as higleas 40%

as stated by MDDue to the physical nature of works, a significant proportion of youth are employed as

| abor on KRIDLG6s projects. Generally the projec
is unskilled or semskilled in nature, therebynaking it amenable to have unemployed and under
employed persons.

In addition to KRIDL, some of the development works in rural areas are also carried out by the local
Gram Panchayat. The main difference is that the Gram Panchayat is a local goverringionnghile

KRIDL is an executing agency. While some of the rural works are executed by KRIDL for the Gram
Panchayat (where Gram Panchayat represents the entrusting agency), similar works are also executed by
Zilla Panchayats and Gram Panchayats therasethrough other contractors/ executing agencies.

As an organizati on, KRI DL6s earlier objective
the Government has allowed KRIDL to take up projects in urban areas as well. Due to the larder size o
the urban projects, the revenue generation potential can be maximized. Most of the labor working on
urban projects have their origins in faraway rural areas spread throughout the state. Hence, despite the
urban focus of projects, not only do they gereeeahployment but also enable economic transfer to rural
areas.

Significant | ocal cont ent KRIBL reliesvsigrificaatly onilocal K R L
contractors, which directly and indirectly impacts the local level secomomic statusTaking the

example of laborKRIDL does not identify and hire labor for its works centrally, but rather relies on

| ocal area | abor corGtouphetaoder paloso AIGEDer t ed btr o n
labor contractor recruits labor from surrounding areas, this assures local level employment generation.
Local vendors are also relied upon to bring in locally available material through their loespacéa
knowledge.

Employment generated through KRIDL ensures that wage related exploitation is avolethbor
empl oyed on KRDIL6s projects is paid in accord:
Rates (SR).
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Analysis of employmentgenestit ed t hr ough KRI DLG6s wor k

For calculaing the mandays generatedapplied the40% labor cost share on project cost ofthé
projects executed by KRIDL durirthelast 6 yeasto estimate the labor cost in absolute terms. Of this
cost, assumed 75% unskilled and 25% skilled labor skar¢her, dvided this number by the standard
averagdabor ratesRs. 750for skilled andRs. 350for unskilled laboras per SR ratgsto estinate the
guantum of skilled and unskilled employment generated by KRIDL sampled viwkag execution

of 66,657works, a total ofi4.2 croremandays were generateglitas12.3 croremandaysfor unskilled
laborandl.9 croremandaysfor skilled labor.

Tablel4Man-d ay 6s cal cul ation for -15HoeFY P92 j ect s bet we

Total cost of Total wages Total wages  Man-days (in Man-days (in
the sampled  Labor cost  paid to paid to skilled crore) crore)
projects (in (in Crore) unskilled labor labor (in generated for generated for
Crore) (in Crore) Crore) unskilled labor  skilled labor
40% of labor Assumed Rs. Assumed Rs.
0 0
cost share in 75% of labor 25% of labor 350 for unskilled 750 forunskilled
. cost cost
project cost labor labor
201415 1277.5 511.0 383.3 127.8 1.1 0.2
201516 1503.2 601.3 450.9 150.3 1.3 0.2
201617 1877.3 750.9 563.2 187.7 1.6 0.3
201718 3029.4 1211.8 908.8 302.9 2.6 0.4
201819 2997.6 1199.0 899.3 299.8 2.6 0.4
201920 3632.1 1452.8 1089.6 363.2 3.1 0.5
Total 14317.0 5726.8 4295.1 1431.7 12.3 1.9

Table 15: Man-d a ycélaulation across work types for the FY 19-20

Man-days (in lakh)  Man-days (in lakh)

Percentageof
works generated across  generated across
Work Type (representation worksfor the FY works for the FY
sample) 20192020 for 20.192020 for
unskilled labor skilled labor
Drinking water unit | 44% 13.70 2.13
Road 21% 6.54 1.02
General work 11% 3.42 0.53
General building 7% 2.18 0.34
Sewerage 6% 1.87 0.29
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Man-days (in lakh) Man-days (in lakh)

Percentageof
works generated across  generated across
Work Type (representation worksfor the FY works for the FY
sarFr)1 le) 20192020 for 20192020 for
P unskilled labor skilled labor
Office building 3% 0.93 0.15
Interior work 3% 0.93 0.15
Exterior works 2% 0.62 0.10
Pathway 2% 0.62 0.10
Residential 1% 0.31 0.05
buildings

6.2  Organizational process for implementation of works

Proper use of scheduling techniques, sHayout planning, procurement scheduling, work
assignment and organization, and proper approaches to crisis management, feedback, and control
mechanisms.

A well-established process exists for planning and scheduling projects for execuisstatecoy CE
(ChiefEngineer) KRIDL undertakesn-houseplanning and scheduling of projects. The procedure starts
once the entrusting agency grants the project to KRIDL. Firstly, a site visit is conducted, when
preliminary investigations are done and soil samples are tikersamples so collected are tested and
based on the results, a budget estimate and preliminary report are prepared. In parallel to this, the design
for the project is prepared. Once these tasks are achieved, plans are prepared for execution of.the project

Basic designs for common projects like roads are prepaiteolise by EEs/ AEEs as the central design
department is closed due to staff shortage. The designs which require expertise not available within
KRIDL are usually outsourced.dmouse designs apgepared as per guidelines of the entrusting agency

(for e.g. in case of hostels, the Social Welfare department specifies the requirement for number of rooms,
dormitories, etc.). Design enhancements are done if technically feasible and the same can be
accanmodated within the fixed budget. Once the design is finalized, administrative approval is taken
which enables release of fuR8isOnce funding is secured, focus shifts on procuring material, engaging
contractors and arranging laborers.

Timely completion ofworks is critical to control cost€Each project has an associated cost budget and
timeline as planned; nonetheless escalations do occur. It is estimatgéd @8atof overall projects get
delayeh s st ated by AEEOGs i n d loretrean BMahadevapuidimesdelayi v i s i
is the single biggest driver fapst escalationg\s discussed with AEE CEs in Davangere FGDelays

are majorly caused due to site specific issues suelteatigation, encroachment, site in hilly areas,

traffic movement, etc. Sometimes land clearance from the EA takes time. Furtiniégior areas and

in areas like Chikkamagulur, due to climatic conditions and difficult terrain, supply of materials gets
delayed. There could be political reasons as wpllblic representatives sometimes raise legal issues

22 The authority to approve projects depends on project cost - projects costing under INR one crore can be approved by the Superintending
Engineer (SE) while the higher ones can be approved by the Chief Engineer (CE).
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against projects and get a stay order granted by the courts or exerts pressure to hire specific contractors
as stated by EE6s and AEE6s in Banagal ore Ur bart

The delays in turn impact the actual cost aj@ct execution prices of critical inputs such as cement,
bitumen, diesel, petrol, etc. escalate on a fortnightly basis, especially in a metropolitan city like
Bangalore. There could also be a change in labor rates, work overruns or spills, etc. uldiéadato

cost escalation.

Control mechanisms are available to mitigate impact of time and cost escalatiormsder to mitigate

impact of ground level issues, KRIDL resorts to practical strategies example, to overcome
obstructions caused due to traffic movements especially in urban areas, KRIDL carries out most of the
work during nighttime. Financial fators can also play a roietimely receipt of funds from entrusting
agencies helps in deployment of resources and inputs, and thereby ensure timely completion and avoid
cost escalations. In case of delays due to uncontrollable factors like site disp &R, Yalue is revised

and notified to the entrusting agency, thereby helping to pass on the cost escalation.

While there is no formal mechanism to manage crisis situations, practical solutions are adopted to
manage typical evenifor labor related cses such as unrests, absenteeism, unavailability, etc. KRIDL
relies on theGroupLeader to assess the problem and formulate a solution in form of discussions with
labor. During natural calamities like excessive rainfall, earthquakes, etc. KRIDL stopgtiegwork

and restart once the situation normaliasstated by CE

6.3 Impact of Covid-19 on implementation of works

Impact of COVID-19 was greatly feltDuring theperiod of COVID-19 induced lockdowifrom March

202Q as stated by M@l the workers migrated to their natigesating ehuge disturbance in manpower.

Due to theshortageof labor and materiadluring lockdown pricesof resourcesncreased abnormally

thus creating impact on worknplementation Due tolimited resourcesf manpower and materiad)l

the works got delayed. In order to mitigate impact on laborers, KRIDL paid their salaries (despite no
work) and made arrangements for food, accommodationyberever possible.

As stated by CE of south zor@QVID-19 also led to budget cuts across governrdepartmentsThis
impacted award of new projects as well as delays in funding of existing priojects m . [BEekays $n
fundingwas one of the major reasons for lingering projects.

Karnataka Evaluation Authority]| 68



Analysis and findings

6.4 Human Resource Efficency

Performance assessment of officers and staff employee turnover rate, employee review, work
allocation, cocordination among cadres, accountability of staff at different levels, labor
distribution, equipment distribution, material report.

Work allocation, caordination amongst cadres and staff accountability at different levels are routine

and standardized processes ingrained within KRICRoles and responsibilities, job descriptions are

not written and formalized, but orally explained to empks; Given that the KRIDL structure is nearly

as same as that of the Public Works Department (PWD) most of the engineers are well aware about the
roles and responsibilities. Employees are involved during entrustment of works by EAs and thus they
are well avare of assigned budgets and timelines. Executiovodfsinvolves staff from divisional and
sub-divisionaloffices,and they work as a team in order to finish the job. Further for wedtdioation

and accountability, social media apps like whatsappm@re used where projects and field related
update of employees is shasidescribed in Chikkamagaluru FGD by work inspectors

Staff turnover coupled with lack of recruitments have created a shortage of staff. There is a looming
risk of loss of instituional memory.There is a general shortage of technical and manageriahbiiafi

is fulfilled by hiring of contractual employe€Ehis is the trend not just in the corporate office but across
most of the field officess informed by CA3. The major reason for employee turnover is retirement
since there are very few cases of employee resignation or transfers out of KRIDL (most of the transfers
areaffectedwithin KRIDL itself). Regular recruitment has not been undertaken since9®9%&w few

people have been recruited and that too in order to fulfil the rules for recruiting under the reservation
quota.

In order to tide over the staff shortage issues, KRIDL has heavily resorted to an outsourcing model, both
in corporate office and fieldffices. Almost60-70% of KRIDL staff is outsourceds stated by CAO

The outsourced personnel mostly include the office staff (like data entry operators) and field staff
(engineering graduates). For example, in Bangalore division, most of the AEs ateaatso

Most of the existing permanent staff will be retiring soon and there is a risk of loss of institutional
memory, which coul d af fAsioformed hydghe CAOND9% of ypdrmanenp e r a t
employee base leaves on account of retirerddsid, contracts are extended/ renewed whenever contract
duration completesThus,there is a need for the Government to approve for starting of the process of
recruitment againAs informed byOffice superintendent{RIDL Board has approved hiring of new

staff through competitive exams or the Karnataka Examination Authority (KER)DL is also
proposing to undertake a manpower study in order to understand the staffing gaps, identify issues and
propose solutions.

Human resource analysis:

1 Assessed th@ap between supply and demand by calculating the attrition rate of permanent
employeedor the last 4 yearsThe total attrition rate hdseen increasingnd the highest attrition

2 Few exceptions to this are the Mahadevapura and BBMP East sub divisional offices where there are no shortages
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rate was for Group B employg@uringthe last year. In the last 4 years, Group D has faced an average

attrition rate of 10%.

Table 16: Attrition rate of permanent employees

. : Human FY ending FYending FY FY ending
Designation/ Grade
< Resource 2018 2019 2021
Sanctioned 155 155 155 155
Working 135 133 132 133
Group A (MD, CE, CAO, CFO, SE,
. . . Average
Executive Engineers, Assistant | b 134 133 133
Executive Engineers, and others) employee base
Exits 2 1 0
Attrition rate 1% 1% 0%
Sanctioned 205 205 204 205
Working 163 147 153 114
Average
Group B (AssistarEngineers) employee base 155 150 134
Exits 16 0 39
Attrition rate 10% 0% 29%
Sanctioned 505 505 505 505
Group C (First Division Assistants, Working 378 357 354 312
Second Division Assistants, Junior Average
- - verag 368 356 333
EngineersSuperintendentsAccounts, | employee base
Work Inspectors, Drivers and others)
Exits 21 3 42
Attrition rate 6% 1% 13%
Sanctioned 223 223 223 223
Working 154 137 124 112
Group D (Assistant Work Inspectors,
Average
Peons, AttendersyWatchmen, 146 131 118
employee base
Sweepers and others)
Exits 17 13 12
Attrition rate 12% 10% 10%
Sanctioned 1088 1088 1087 1088
Total
Working 830 774 763 671
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Desianation/ Grade Human FY ending FYending FY ending | FY ending
g Resource 2018 2019 2020 2021
Average
g 802 769 717
employeebase
Exits 56 11 92
Attrition rate 7% 1% 13%

Table 17: Contractual employees

Human Resource

FY ending 2018

FY ending 2019 FY ending 2020

FY ending 2021

Data Entry Operators, Office

| A&AAGE Y 3 & semployeis | 932 805 805 12
Assistant Engineers/ Junior Engineq 333 438 438 446
Drivers 64 68 68 68
Total Staff 1029 1311 1311 1226

Table 18. Percentage ofcontractual employees

Human Resource

FY ending 2018

FY ending 2019  FYending 2020  FY ending 2021

Permanent employees 830 774 763 671

Contractual employees 1029 1311 1311 1226
Total Staff 1859 2085 2074 1897
Average employee base 1972 2080 1986
Percentageof contractual staff | 55% 63% 63% 65%

Performance managementrocess lacks sekppraisal and a formal goal setting proced€RIDL

follows the Confidential Reports (CR) system for communicating the performance of employees. The
direction of communication is only ofveay i neither any formalized system for salbpraisal by the
employee exists nor are performance appraisal sksoos conducted. A formalized mechanism for goal
discussions and target setting at start of the performance year is also not present.

Policies adopted for human resource (Labor) management: Motivation, Safety, healthy and
proper working conditions, communication, training, social security, compliance with Labor laws,
Measures taken to improve leadership, team building, competency, skill, etc.

Every year, KRIDL provides training opportunities to both managerial and technical empé&syees
informed by MD The training mostly covers technical areas (new construction methods and
technologies), IT (software and hardware), legal/ compliance (labor law, Right to Information Act (RTI),
GST), etc. Site visits, industrial visits are also carried out to add todl&gad knowledge base of the
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employees. Further, soft skills training on motivational skills is available to employees who opt for it.
Approximately 10% of the staff undergo training each year. Despite this, gap still exists in fulfilling the
training neds, especially at division and sdivision levels.

New joiners (including EEs/ AEEsindergo induction training for-% days at state training institutes or
in some outsourced agencies.

In terms of social security, KRIDL has taken a group medical inseremeerage for its employees. In
case of any event of death of labourer in workspace, compensation settlement will be provided through
a separate department from head office and there are labour commissions too.

No monetary benefits like incentives arepiace for motivation of employees. Currently KRIDL does

not have any system to monitor progress of employees and projects, basis which incentive could be
materializedMost of the staff is outsourced, hence incentive is not a major issue for KRIDL. Though
there is no policy for motivation, many employees arerselfivated as working in KRIDL provides a

social status and recognition among peer and social groups.

6.5 Financial Analysis

Financial analysis approach is used to analyze quantitative nature performance data related to financial
and operational aspects based on historical data availability by assessing different ratios.

Table 19: Key financial indicators for KRIDL

201112 | 201213 | 201314 | 201415| 201516 | 201617

Profitability ratios

EBITDA Rs. crore 35 78 104 171 173 191
EBIT Rs. crore 34 77 103 169 171 189
Profit before tax Rs. crore 34 77 103 169 171 189
Net profit after tax Rs.crore 31 51 69 114 110 124
EBITDA margin % 4.2% 6.9% 7.5% 8.8% 8.6% 8.0%
EBIT margin % 4.1% 6.8% 7.4% 8.7% 8.5% 7.9%
Profit before tax margin % 4.1% 6.8% 7.4% 8.7% 8.5% 7.9%
Net profit after tax margin % 3.8% 4.5% 5.0% 5.9% 5.5% 5.2%

Solvency ratios

Debt to assets Number 0.96 0.95 0.95 0.93 0.93 0.93
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201112 | 201213 | 201314 | 201415| 201516| 201617

Long term debt to equity Number
Liquidity ratios
Current ratio Number 1.01 1.02 1.03 1.03 1.03 1.03
Quick ratio Number 0.29 0.30 0.26 0.30 0.28 0.32
Cash ratio Number 0.28 0.19 0.25 0.29 0.27 0.31
Cash to current assets ratio  Number 0.28 0.19 0.24 0.28 0.26 0.30
Inventory
Inventory days Days 797 724 903 726 912 972
Inventory to revenue ratio Number 21 1.8 2.3 1.8 2.3 2.5

KRIDL has executed 40,715 works during the period FY 20450 FY 201920. The number of works

has been steadily increasing each year except for the last two years. The revenues during the period FY
201212 to FY 201617 have also been steadily increasmsigompounded annual growth rate (CAGR)

of 23%. The main driver of revenue growth is the number of works executed. The average revenue per
work (for the period 20136 and 2014.7) is about Rs. 27 lakh per work, whgtowsthe small nature

of works exected by KRIDL.

Table 20: Trend in KRIDL revenue and works executedfrom 201112 to 201920

2012 2013 2014 2015 2016 - 2018
Parameter 19

N.A. A A N.A. 6,896 8,193 12,947 10,894 6,095

Number of works
executed

Revenue from

. 789 1,088 1,320 1,825 1,892 2,240 N.A. N.A. N.A.
operations (Rs. crore)

Source: Terms of Reference for this evaluation study, Annual reports of KRIDL
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Figure 7: Trend in KRIDL profitability over the period 201112 to 201617

8.8% 8.6%
8.0%
7.5% ——
6.9% e
5.9%
. 5 0% 5.5% 5.29
4.2% 4.5 A)
3.8%
2011-12 2012-13 2013-14 2014-15 2015-16 2016-17
=@—EBITDA Margin (%) Net Profit Margin(%)

Source: Terms of Reference for this evaluation study, Annual reports of KRIDL

KRI DLOs operations have remained co-fi2stoFrR2@Eeat | vy
17. Its EBITDA* margin is in the range of 8%. Begj exempted from competitive tendering under
section 4(g) of the Karnataka Transparency in Public Procurement (KTPP) Act, KRIDL receives work
orders on a nomination basis. These works are priced on -plassbasis using a 10% markup on
schedule of rateapplicable to KRIDL.

On a net profit basis (profit after accounting for all costs including depreciation, financing costs and
taxes), KRIDL has remained profitable during the period FY 2110 FY 201617. The net profit
margin has been in the ranges8b.

KRIDL is largely a debt free company which is indicated by the solvency ratios. The liabilities, both
current and nosturrent, on the balance sheet are either unspent amount under a specific scheme or
advances provided by user departments. The curatiot of the firm in the recent past has stayed
constant at 1.03, indicating a comfortable liquidity position.

It is important to note that inventories kept by the company have increased ovethien@ventory to
revenue ratio has increased from ih01415 to 2.5 in 2016.7. The inventory days reached a value

of 972 days in 20147 which means that inventory is not getting converted into sales for at least 2.5
yearsi this indicates that projects are lingering for a long time without attainingletion.

The company enjoys a comfortable cash position. Cash and cash equivalents have grown consistently
from Rs. 633 crores in 20112 to Rs. 2420 crore in 2046 . This could be attributable to the consistent
positive net profit generated by the compaver the last few years. The cash to current asset ratio
indicates that cash comprises almost-thnel of current assets, with the rest comprising of inveritory

this indicates that cash is largely lyiimg banks and not being invested in short termestment
opportunities (e.g. money market, short term commercial paper, etc.) to generate additional income.

2 EBITDA is Earnings before Interest, Tax, Depreciation and Amortization. It is a measure of profitability at operating level, before considering
impact of fixed nature expenses like interest and depreciation.
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A summary of the financial analysis of the company is provided in the graphic below.

Figure 8: Summary of financial analysis of KRIDL

Positives Improvement areas

1 Strong revenue growth 1 High inventory levels an
{ Consistently profitable elongated period to turnovel
operations inventory

 Cash and cash equivalen

comprise almosbne third of
1 Debt free and high solvency current assets

1 Strong cash position

6.6 Financial Efficiency

Efficiency of KRIDL in using fixed assets to generate sales (Turnover of Property, Plant and
Equipment), KRIDL's ability to meet short-term and long-term financial liabilities (Calculation
of Cash ratio, Quick ratio and Current ratio based on current assets, Cash, inventory, and
marketable securities), SCP/TSP works implemented to the total works.

KRI DL6s revenue 1 s ¢en e roperatodal sourcesnOperatienal aevanue nsa |
derived fromproject work while noroperational income is received from interest earned on bank
deposits. Considering KRIDLOGOs profitable opera

levels of cashBeing agovernmentompany, KRIDL chooses to invest thesh in safe instruments such

as bank deposits. KRIDL tries to optimize the interest income by floating tenders fonteiggst rates

and ultimately deposits with the highest bidding bank. As of March 2020, KRIDL has parked a total of
INR 3,646 crores iffixed and flexi depositas per information provided by CEF@nother source of
nortoperational income is rent on land leased to Gas Authority of India Limited (GAIL), which generates
about INR 3635 lakhs per annum.

Measures taken to monitor and control poject costs, setting Labor burden markups, tracking
general overhead budgets, Setting the minimum profit margin for use in bidding and analyzing
the profitability of different parts of the company and making the necessary changes to improve
profitability. Financial efficiency of KRIDL vis-a-vis Industry Standards, profitability of works
undertaken by KRIDL (the increment by which revenues exceed costs), Value created by KRIDL
per unit of investment (Profitability Index), Present and the future earning capaity and solvency
status of the organization.

As per discussion with MD, it was found out thia¢ number of works executed by KRIDL has been
steadily rising over the last 6 years (FY 2aBito FY 201920), except during the last 2 years when
there was a decline. The reason for decline has been spillover works from F¥&0héwever, the
overallturnover of the firm continues to increase.

For the works executed, KRIDL invoices the EAs on the following basis:
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Invoice to EA = SR rate + KRIDL Administrative Charge (3% of SR) + GST on project cost (12%
or 18%) + Labor cess (1% of SR)

KRIDL follows the SR rates approved by PWD. These rates cover costs of all necessary inputs (including
material, labour, equipment, etc.) + contractor profit to the extent of 10%. Basis the 10% contractor profit
included in SR rates, KRIDL is able to generate jobrgg/or profit or value creation.

The tables below provide an analysis of zange financial performance of KRIDL for the last 2
financial years.

Table 21: KRIDL zone-wise financial performance for FY 201819

Job savings Job savings
Share of SR per work L . :
as % of SR Share of job | per work
works Share of SR | executed . . :
— (INR lacs) (included in  savings executed
(INR lacs)
1 BBMP 16% 39% 9.21 5% 29% 0.49
2 Bangalore 11% 12% 4.13 8% 14% 0.32
3 Mysore 17% 13% 2.92 8% 15% 0.23
4 Belgaum 19% 13% 2.63 8% 16% 0.22
5 Central 20% 13% 2.59 8% 15% 0.20
6 Kalburgi 16% 10% 2.34 8% 12% 0.19
Overall total | 100% 100% 3.86 7% 100% 0.27

Source: KRIDL, CRIS analysis

Table 22 KRIDL zone-wise financial performance for FY 201920

Job savings Job savings
Share of SR per work ving ; ving
as % of SR Share of job  per work
works Share of SR | executed ; : .
(included in  savings executed
executed (INR lacs)
SR) (INR lacs)
1 BBMP 15% 49% 13.86 6% 38% 0.78
2 Bangalore 11% 12% 4.38 9% 15% 0.39
3 Mysore 18% 10% 2.34 9% 12% 0.20
4 Belgaum 20% 8% 1.63 9% 10% 0.15
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Job savings Job savings
Share of SR per work ving , ving
as % of SR Share of job  per work
works Share of SR | executed . . .
executed (INR lacs) (included in  savings executed
SR) (INR lacs)
5 Central 20% 13% 2.58 8% 14% 0.21
6 Kalburgi 16% 7% 1.86 9% 9% 0.17
Overall total | 100% 100% 4.07 7% 100% 0.29

Source: KRIDL, CRIS analysis
Some keyinferences from the above tables are as follows:

1 While the number of works executed across various zones are almost equally distributed, the per
work SR revenue generated in BBMP zone is alme&ttiBnes that of other zones. This is
attributable to the higy urbanized nature of the area and consequent larger scope of work, as
well as the higher SR rates available for urban/ metropolitan areas. The BBMP zone alone
contributes almost 460% of SR revenue generated across KRIDL.

1 Since the value created by KR per unit of investment (profit index) is derived from the
contractor profit share included in the SR rate, it is almost the same across all offices and projects.
For all zones except BBMP, the value created per unit of investment (profit index) tiwbugh
savings is effectively-8%, whereas for BBMP zone it is@86. Due to the large size of works
awarded, BBMP has a policy of paying job savings to the tune of 5% as against 10% included in
the SR rates.

1 Job savings in absolute terms (INR per work etexuare generally lower for rural areas as
compared to urban areas. This could be attributable to smaller size of works (leading to lower
efficiencies of scale) and lower SR rates for rural areas.

In relation to the lower job savings rate offered by BBMRIDL did petition to BBMP for increasing
job savings up to 10% but there was no favourable decision in this regard. KRIDL has now decided to
fix the job savings at 7% for all works including BBMP, from FY 2Z2lonwards.

KRIDL is planning to implemenimeasures to further enhance profitability such as a) cutting down
unproductive expenditure, b) using IT initiativesy.,the planned procurement of ERP), c) time savings,
d) negotiating interest rates on surplus funds, etc.
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6.7 Elimination of middleman

Cost control technique followed while procuring machines, goods, and services thus eliminating
middlemen

Larger sized procurements are carried out centrally and competitively, while smaller scaled
requirements are met locally.

A variety of procurementethods and channels are used, depending upon the type, size and time
schedule of the requirements. Wherever relevant, local sourcing is used exténhsively

Large scale material procurement (like that of cement and steel) is undertaken centrally by the Head
Office through eprocurement. A competitive selection method is followed, which ensures price
reasonableness. Smaller scale material procurement is undertaken though the Government e
Marketplace (GEM) portal.

Equipment like JCB, crane, etc. is sourcechlly, through hiring arrangements with private parties
only equipment is sourced but services are not hired. Minor materials, equipment, etc. are also locally
purchased depending on need of the project.

Contractors are procured through the preferestiafcing method. Generally, contractors who have past
work experience with KRIDL and good track record are preferred. Capability to execute projects using
modern technology and better equipment is also a factor.

Labor is sourced locally throughroupLeaders (GL), who organize and supervise the labor and bring
in basic tools and equipmeas stated by South zone CE

6.8 Adoption of modern technology

Capacity of the organization to adopt to modern technology, best and sustainable practices at all
levels fromplanning to execution of work.

All modern construction technologies that are available in other countries are now available in India.
KRIDL prefers vendors who have access to modern technakgtated by AEE iMahadevapurarhis
includes use of pipeccaffolding, precast technology, chemical curing, fibre reinforced concrete, etc.
Vibrators, compactors are now available for narrow or congested places (upto 60 cm width), which were
not available earlier. Karnataka State Beverages Corporation Limite®iGKSouilding is an example

for adopting modern technology in execution of waskstated by EE of BBMP division

But the scope to use modern technology is limited. Such technology is expensive and for smaller projects
it is financially not viable. Thughe technologies which are suitable for the kind of works taken up by
KRIDL are generally adopted.

% Earlier KRIDL managed on its own the supply of raw material, equipment, machines to construction sites through their Chitradurga and
Bellary workshops. Presently both are closed due to capacity issues. The workshops were used to supply raw materials like cement,
steel, furnished accessories like doors, windows, ceiling fans etc. Now, EAs ask KRIDL to take support from third party suppliers and
ensure completion of work.
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With advanced technology, best and sustainable practices are adopted in material management and for
execution of work. For instance, for ensuring qualitgt austainability, M sand (manufactured sand) i.e.
machine manufactured sand is used. Even for cement, there is a testing process, through which KRIDL
ensures best quality of cemexst stated in Chikkamagaluru F@Dy AEE O s

6.9  Sustainability and Competitiveness

Competitiveness of overhead costs and bidding price, brand equity developed by KRIDL,
sustainability of KRIDL in the absence of exemption from KTPP Act.

There are no competitors for KRIDL, but the departments and agencies for civil warlsE&WD,

PRED, KRRDA, etc. do similar works using contractors. Thus, such departments and agencies can be
EAs for KRIDL and not competitors. Though Nirmithi Kendra (NK) could be considered as a competitor
for KRIDL as stated by EE of BBMB, as they worlon a nomination basis, mostly in sustainable-low

cost technologies building. But Nirmithi Kendra size is small as compared to KRIDL.

KRI DL6s brand equity amongst EAs is for execul
completion and handoverh& EAs entrust works to KRIDBs mentioned by CHue to its previous

track record of accomplished works. KRIDL closely coordinates and maintains good relations with EAS,
approaches department heads, senior bureaucrats, politicians, etc. to get more piogepitch for

KRIDL centresaround the past work accomplishments.

Currently, KRIDL enjoys exemption under the 4(g) clause of the KTPP Act, which ensures a constant
stream of projects. However, there could be challenges to long term sustainabilisentealof the

KTPP exemption. There was a reduction in the number of projects in F¥22029the 4(g) exemption

was not renewed and KRIDL could not take up projects without participating in any bid.

There is a separate wing for the bidding process iclwBGE, EE and AEE are all involved but KRIDL

hasnot participated in the bidding process so
management is working in the direction of participating in projects worth more than 2 crores. KRIDL is
consideringbt ai ni ng a PWD contractordéds | icense and j

With a Class 1 PWD contractor license, KRIDL aims to bid for larger projects without any restriction
on the amount.

Moving forward,KRIDL is looking to diversify it area of expertise and execute larger scale signature
projects to increase visibility. Some of the proposals in this regard are solar power projects and multi
storey commercial complexes stated by Chief Engineer

Issuesin awarding projects on nomination basis

Development of public infrastructure like roads, bridges, buildings is an important mandate for the
governmentand projects have been awarded by central and state governm@&udorPnomination
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basis. However, aper available literaturé awarding projects on nomination basis leads to cost
escalationsCentral Government created PSUs (like NBCC) to compete with private contractors for
award of government projects. Nine works were awarded to NBCC at a marglO@@ the estimated

cost of the works that is approx. Rs 43,000 crore. The average fee obtained through price competition
for PMC provided by NBCC is approximately 1.5%
Architectur al P | resuitancyjolys tilENdTrstage)cardss@ppifoatelyll% af project

cost for fAconstruction supervision consultancy
even within the 27 PSUs only, then the ratebout3% of project costvould have bee realizedfor

such services. Thus, an approximate direct loss between Rs 3,010 crore (7%) to Rs 3,870 crore (9%)
could have been avoided. Besides above direct loss, there will be huge indirect loss due to cost escalation
which is inevitable in the absenoé any supervision of NBCC work by CPWIh an audit study
conducted by Kerala government, it was found that absent any competition the PSUs were also not able
to complete the works on time and were facing cost-over

The Kerala government (Financef2etment) vide a government order dated 30.7.2014 issued stringent
guidelines prescribing accreditation of the state PSUs by aléwgh committee before becoming
eligible to be considered for government projects and restricted award of project ctytramtgnation

by only such departments or autonomous bodies which did not have any permanent engineering wing to
only such PSUs (both Central and State PSUs) which agreed to follow Kerala PWD manual. Further, it
fixed the PMC cost to 5% for all such prafewith estimated cost exceeding Rs 5 crore and a maximum
PMC cost of 8% for projects for all works below Rs 1 crore.

The Competition Commission of India (CCI) on a complaint from the Builders Association of India
(Kerala chapter) examined the issue offgmential treatment given to the Kerala State Construction
Corporation Ltd (KSCCL) in the award of projects for civil construction works for the State government
and held that while a separate mar ket ©ofdhe O6pr
government A exists but since in the said relev
contractors, it could not said to be dominant, and closed the complaint in 2015. This shows that due to
steps taken by the State since 2014, théeeSPSU is now made to compete with private contractors.

Taking a cue from the Kerala government, the Ministry of Finance (Gomtnaduced the distinction
between PWO and PSUs dealing in construction projects. The amended GFR 126(3) mandaitiés that wh
awarding projects to PSUs the ministries, departments, etc, shall ensure competition amongst such PSUs,
essentially on the service charges or PMC to be claimed. This amendment clearly prohibits award of
contract by central government to any PSU on matmon basis.

In another cagé, KeralaPWD has planned to shifurrentpractice of sukcontracting entire work. By
subcontracting the work, quality control and management become an issue, there needs to be a policy to
sub-contract onlylaborcomponent

Zhttps://www.financialexpress.com/economy/why-policymakers-must-stop-awarding-contracts-to-psus-on-nomination-basis/646646/

27 https:/ftimesofindia.indiatimes.com/citythiruvananthapuram/pwd-to-blacklist-bridge-contractor/articleshow/59415113.cms
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Sustainability of KRIDL in the absence of exemption from KTPP Act.

As discussedabove, stringent stedsave beertaken by the Kerala government in the direction of
competitive bidding instead of awarding projects on nomination basis to state corponaticental
PSUG6s. Al so, t he ansaHatthe gogernmeint coulB Ra@avddi%r torD%sohtiee w
total project cosby awarding projects competitively

Thus, from the above analysis, it is imperative for KRIDL to adopt practices in areasfickency,
expertise, cost control etfor ensuringsustainabilityin case the4(g) exemptionis removed The
suggestions in this regard are provided in the recommendations chapter.

6.10 Comparative analysis

Comparative analysis of KRIDL with other engineering and construction companies

In this section, we have compared the performance of KRIDL against five firms operating in similar
segment i.e. construction and engineering works. These five firms wereeddlebe a mix of public

and private ownership and having a revenue size in similar order of magnitude as that of KRIDL
( KRI DLG6s r ev elrwas appmximately Rs22000&rore)

Table 23: List of companies chosen focomparative analysis with KRIDL

- Name of the Company Revenue for FY 20120 (Rs. crore)

NCC Limited Private 8,901
2. PNC Infratech Limited Private 5,602
3. NBCC India Limited Public 5,179
4. Engineers India Limited Public 3,236
5. KNRConstructions Limited Private 2,451

Source: Financial statements

6.10.1 Overview of the firms
1. NCC Limited

NCC Limited is the second largest construction company in terms of revenue in India. The company is
diversified with presence of works across buildinghdusing, roads, water & environment, railways,
irrigation, metals, mining, and railways. With pan India presence, the order book of NCC is dominated
with works from buildings (58%), water, environment and railways (17%), roads (6%), electrical (7%)
amongsothers.

Karnataka Evaluation Authority|81



Evaluation of Karnataka Rural Infrastructure Development Limited from 2014-15 to 2019-20

2. PNC Infratech Limited

PNC Infratech is among the leading infrastructure construction, development, and management
companies in India with vast experience and demonstrated expertise in major infrastructure projects such
as expressways, highwaybridges, flyovers, airport runways, railways, power transmission, and
industrial area development. The major service offerings of PNC Infratech are Engineering, procurement
& construction (EPC); DesigBuild-FinanceOperateTransfer (DBFOT)i toll & Annuity; Operate
Maintain-Transfer (OMT) model; Hybrid Annuity model (HAN).

3. NBCC India Limited

Established in 1960, NBCC India Limited is the construction arm of Government of India to execute
civil engineering projects for the state governments, variousatg@vernment ministries, public and
private sectors. The major service areas or offerings of NBCC are Project Management Consultancy
(PMC); Engineering, Procurement and Construction (EPC); and Real Estate Development. The works
undertaken include residésitand commercial projects such as housing, shopping malls, townships, and
buildings, Industrial projects such as coal handing plants, cooling towers, civil works such as roads,
water supply systems, educational institutions, and hostels. NBCC has baeledthe status of a
O6Navratnad company in 2014.

4. Engineers India Limited

Engineers India Ltd (EIL), a Navratna pub$iector undertaking of Government of India, is a leading
global engineering consultancy and EPC company. Established in 1965, EIL premglasering
consultancy and EPC services principally focused on the oil & gas and petrochemical industries. The
company has also diversified into sectors like infrastructure, water and waste management, solar &
nuclear power and fertilizers to leveragestrong technical competencies and track record.

5. KNR Constructions Limited

KNR constructions limited is a leading engineering, procurement and construction company. The
majority of its projects are from roads sector followed by irrigation and urban wdtastructure
management sectors. KNR constructions has presence in 13 states and expanding. During the past five
years, the company executed about 30% of total projects work Rs. 2,100 crore in Karnataka.

6.10.2 Coststructure analysis

We looked at the cositructure of KRIDL and five companies to understand the spending patterns of
these companies. The major cost item across the firms was cost of construction materials and contractual
services. However, this ratio was lower for PNC infratech and Engineersdinelito higher share of

other expense which includes provisions for contractual obligations, administrative and general
expenses.

While the employee expense ratio in total costs of each company is ab&uivih an exception of
Engineers India, The empleg expense of the KRDIL is the lowest among all firms at two percent.

Karnataka Evaluation Authority]| 82



Analysis and findings

Engineers India limited has the largest employee expense ratio at 31% which can be attributed to
technical and engineering consultancy services provided to large energy and engireerseg f
companies in India and world.

The public enterprises, including KRIDL, are debt free have very little finance costs which is almost
zero percent. However, These costs for NCC Limited, PNC Infratech, and KNR constructions are 6%,
9%, and 5%.

For firms with inrhouse machinery such as KNR constructions, The depreciation and amortization
expense is higher at 12% followed by PNC Infratech. Similar to NBCC and Engineers India, KRIDL
runs operations on an asset light model with very low depreciatiomamrdization expense.

Figure 9: Cost structure of KRIDL

100% 0% m—— 6%

= " 7

80% 2% AYIA
31%

60% 9

0,

40% 92%
55%

20% °

0%
KRIDL NCC PNC Infratech NBCC Engineers KNR
India Constructions
m Cost of materials and contract services Employee Benefit expense
Depreciation & Amortization m Finance costs

m Other Expenses

Source: Company annual account statement F2QL9

6.10.3 Profitability Ratios

The Net profit margin of KRIDL at 5.2% is better than that of NCC and NBCC while that of PNC
Infratech, Engineers India, and KNR constructions are 9.5%, 12.1%, and 10.2%. Further, KRIDL has
the highest return on equity at 22.5% followed by PNC Infratech at 21.5%. However, Return on asset of
KRDIL seems to be in line with NBCC and NCC at 1.5%, 2.3%d 1%. The RoA of other firms well

above 5% is explained from the fact that they have lower current assets on their balance sheet which
includes inventory, cash equivalents etc.
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Figure 10: Profitability ratios of KRIDL and peers
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6.10.4 Debt to Equity Ratio

KRIDL is debt free company and has zero debt to equity ratio. Similarly, NBCC and Engineers have
low debtequity ratio while other companies have greater-tielyuity ratios. The significance of debt
equity ratio or leverage is teduce cost of capital with raising debt at proper leverage and lower costs.

Figure 11: Debt-Equity ratio of KRIDL and peers
2
1.5
1
0.5 /
0
KRIDL NCC PNC Infratech NBCC Engineers India KNR
Constructions

— Debt-Equity ratio

6.10.5 Cash, Cash Equivalents, and other bank balances

Increase in cash and equivalents available with a coynjpaproves the reinvestment ability, growth

and scalability of the company. Consequently, if these resources are increasing on yearly basis, it is an
indicator or alarm for poor investment or growth or improper management. KRIDL has INR 2420 crores
of cas equivalents which is about 102% of its total revenue. Although Engineers India limited has this
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ratio at 80%jt can be explained from the niche services provided by the firm. Further, Engineers India

is expected to decrease its cash reserves considexjpgnsion into EPC services and focused
diversification to other sectors. The following chart captures the cash reserves and ratio of these reserves
to total revenue

Figure 12: Cash reserves and ratios of KRIDL and peers

3000 2777 120%
2420
2500 102% 100%
2000 80%
1500 60%
1000 921 40%
500 389 20%
0,
0 4% 3% 0%
KRIDL NCC PNC Infratech NBCC Engineers KNR
India Constructions
mmmm Cash & Equivalents (in Crs) —&— Cash reserves to revenue ratio (%)

6.10.6 Inventory

KRIDL has been holding large inventory worth INR 5593 crores while the revenue from operations is
at INR 2240 crores. While the ratio of inventory to total revenue for other companies range from 0% to
15%, the same ratio for KRIDL is about 235% whiclk baen steadily increasingofY basis. Further,

the inventory days for KRIDL are 972 days while it ranges from 2 days to 75 days for other companies.

Table 24: Invetory management indicators

Parameter IF:ll;Ir(;tech NBCC :Enr:j?;neers (}izlr?structions
Inventory RsCrs) 5593 1391 267 147 7 123
Inventory to revenue ratio 235% 15% 5% 3% 0% 5%
Inventory days 971 72 45 11 2 27
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6.11 CSR activities and Compliance

The socieeconomic impact is enhanced due to the nature of works undertaken by KRKRIDL

takes up works under schemes of the TribalBlalm (TSP), Scheduled Caste Slan (SCP), Minority,
Tourism, Veterinary departments, etc. Thus, all social worth®entrusting agency is implemented by
KRIDL. All these schemes/ projects are undertaken in rural areas benefitting marginalized and
vulnerable communities especially the poor and the women. Some of the examples for the work done in
this field are hosts| schools, colleges, anganwadis, roads, hospitals, veterinary hospitals, rural markets
(Halli Santhe), etc. These activities contribute to social and economic benefits for the jreople.
Bangalore rural areas, community halls, convention halls are atstrected which can be used for
functions with very minimal charges or sometimes for free of cost too.

Projects have also been executed under the Corporate Social Responsibility (CSR) initiative, thereby
broadening the sockeconomic impactKRIDL follows the CSR policy guidelines as prescribed by the
Government of India under the Companies Act, 202% of its gross profit is used for CSR activities

as infoomed by CFO CSR wor ks are done as per the needs
representates, senior bureaucrats, etc. While traditionally KRIDL has been setting up drinking water
based RO plants under its CSR activities, the focus during last 2 years has been towards COVID related
support in backward districts. During the current year, &eryplants were set up by KRIDL under

CSR activity to cater to the needs of hospitals and CEMDxffected peopleAccording toEE from
Banagalore,itey have been set up majorly in Ramanagara district in different blocksdiakpura,
Magadi, etcFurther, KRIDL has built convention halls, drinking water facility, tree guards, etc. under
the CSR initiative.

The quantum of CSR works executed can be gauged through the following table which describes the
funds released towards CSR activities, on anuahbasis for the last 6 years. It can be inferred that the
quantum of works carried out have largely shown an increasing trend, year 8n year

Table 25: Annual funding for CSR activities

201415 201516 201617 201718 201819 201920

Funds released (INR crot®) 1.00

CSR work analysis
Total CSR works surveyeid15 *°

2 The CSR expenditure of 2017-18 is adjusted in 2018-19, as more funds were released during 2017-18

2 Source: KRIDL

30 Analysis of 13 CSR work is done as one work was not found when visited and, in another work, got no response from KRIDL.
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Table 26:Distribution of CSR work surveyed based on work category

Nature of work Type of work Total no. of works
1 Water infrastructure 1 RO plant/unit and RO water filter 4
5 - . |
General buildings 1 Schqol bwldmg and library, communi 4
building, and toilet
3 Road works 1 CCRoad 5

Total no. of respondenis26
Malei 92%, Female8%
Average age of responderit85

Table 27: Quality and socioeconomic aspect of CSRvorks

Nature of work Quality Issues Socio Economic Aspects

1 Enhanced health parameter of the
nearby community

1 Decreased expenditure for health

Water infrastructure 1 Water filter issue in 1 RO plant
expenses

1 Improvement in water taste
watercolor, and water turbidity

 Toilet not usable due to water
unavailability,no light, broken

Slight impact in enrollment
doors and water tap Il g P

9 Increase in no. of community functiong

General buildings 1 Chipping of cement, broken slab,
and no paint in toilet 1 Significant improvement in lightning,
. . ventilation
1 Vegetation growth in school
building
1 Ease in daily commute
1 Potholes, cracks on 2 roads 1 Enhanced safety of travel
Road works _ 3
f Nodrainage facility on 2 roads f Increase in no. of shops after road

construction
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Table 28: Overall perception of CSR works

Overall perception ofCSRvorks

Perception | Very bad Bad Average Good Very good

% 13% 4% 25% 54% 4%

Prime reason Bad odor of water| Toilet not in| No specific reasor] Clean water; Community  hall

for choice from a RO water working condition Hygiene throughl can be used for
unit, water not RO water plants. | multipurpose

filtered properly activity

Due to road
works, ease in
commute.

Figure 13: Overall perception of CSR works
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4%
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Overall perception of CSR works

6.12 SocicEconomic Impact

The socieeconomic impacts of the employment created

The socieeconomic impact is enhanced due to the nature of works undertaken by KRKRIDLG s

MD stated that KRIDLtakes up works under schemes of the Tribal-Blam (TSP), Scheduled Caste
SubPlan (SCP), Minority, Tourism, Veterinary departments, etasTall social work for the entrusting
agency is implemented by KRIDL. All these schemes/ projects are undertaken in rural areas benefitting
marginalized and vulnerable communities especially the poor and the women. Some of the examples for

the work donen this field are hostels, schools, colleges, anganwadis, roads, hospitals, veterinary
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hospitals, rural markets (Halli Santhe), etc. These activities contribute to social and economic benefits
for the peopleAs informed by Bangalore Rural AEE Bangalorerural areas, community halls,
convention halls are also constructed which can be used for functions with very minimal charges or
sometimes for free of cost too

Impact and benefit of implemented works:

For quantification ofdirect and indirecimpact/ benefit of KRIDL works, we have quantified the
potentialimpactby calculatingpopulation of the village/ ward where the work is situai&@. have
guantified the populatiodata of village/ ward/ towaf surveyed workas peilCensus2011data Below
tableshowcase average population benefitted against the category of work types.

Table 29: Average population benefitted

Average population

Type of Work

benefitted3*
Office building 48,118
Interior work 45,013
Sewerage 24,293
General work 21,944
Pathway 21,556
Road work 16,139
Residential building 16,123
General building 14,909
Exterior work 11,837
Drinking water unit 9420
Average 17,536

Analysis of sociceconomic benefitof infrastructure works surveyed

This section provides a description of the key findings and analysis of infrastraottieeeconomic
benefitsemanating from the primary survey carried out across Karnataka, of the works executed by
KRIDL. Each of the sampled work was physically visitead eobservations are recorded by the
enumerator. The content in this section is structured as per the broad categories of works executed by
KRIDL in the sample set:

31 The calculation in the table is weighted average as in each work category the number of works and percentage is different. For eg of the
total sample works, road works constitute 21% whereas office building and interior work constitute only 3%, etc. Also, during quantification
of the population data of village/ ward/ town of surveyed works as per Census, 2011 data, we have removed outliers for better reliability
of the results.
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Table 30: Socic economic benefitdrom Drinking water unit

Outcomes attributable to the project

Quantitative assessment

Change in parameters on gpdint Likert scale* as noted by respondents

Not
No. | Parameters| -2 -1 0 +1 +2
responded

Water

1. 0% |2% |39% |50% | 9% 0
taste
Water

2. 0.3%| 1.6%| 38.5%| 48.5%| 11.1%| O
colour
Water

3. L 0% |1% |40% |45% | 10% | 4%
turbidity
Health
arameters

4, Ef 0% |0% |45% |32% | 9% 14%
community
Wellbein

5. 9 0% |1% |59% | 7% 7% 26%
of Women
Wellbein

6. : g 0% |[1% |44% | 11% | 10% | 34%
of Children

Thus, most respondents reported no change or slight improvement in w
taste, colour and turbidity after installation of the RO plant. In terms
impact of the water unit on health parameters, wellbeing of women ¢
wellbeing of children, 40% respondaninoted improvement in health
parameters while there was no significant impact noted in wellbeing
women and children.

Key outcomes noted by respondents &

Descriptive assessment

as follows:

i. Reduction in distance travelled t
fetch water A Improvement in
G2YSyQa ieSavingsK =

ii. Improved hydration levels A
Improvement in overall health

iii. Better availability of water for
cooking cleaning and washing
Improvement in sanitation
standards

iv. LYLNRBO@SYSYyld Ay
health/ wellbeing A Reduced
absenteeism in school

* ANegative

20

denotes

significant

Table 31: Socio economic benefits fromGeneral building
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Outcomes attributable to the project

Key outcomes noted by respondents afollows:

i. Creation of space for treating animals Increase in number of animal patients who are able to avail he
services locally

ii. Increase in number of educational seats available, especially of GovernmentAjuoizrease in enrolment i
educational institutions, within the local community

iii. Creation of space for community evems Increase in number of community and social evefytdncreased
community bonding

iv. Increase in availability eharketplacesat a local leveA Increase in business activity

V. Increase in availability of toilet facilities localyImprovement in sanitation and hygiene standards

Table 32 Socio economic benefits fromPathway works

Outcomes attributable to the Project

Quantitative assessment Descriptive assessment

Change in parameters on gg®int scale” as noted by respondents: Key outcomes noted by responden
are as follows:

No. | Parameters -1 0 +1 ] ]
i Improved pathway quality
1 Time savings 0% | 83%| 17% (smoothness, absence  (
potholes) A Improved

2 Cost savings 67% | 11%| 22% experience of daily commute
ii. Improved lighting, ever

surface, ease of entry/ exid

Change in parameters on int Likert scale* as noted bgspondents:
9 P o bgsp Improved safety of travel

No. | Parameters -2 -1 0 +1 | +2
1 Daily commute 0% | 8% | 42%| 25% | 25%
2 Safety of the travel 0% | 0% | 58%| 25% | 17%

Rating of facilities provided, by respondents:

No. | Parameters Negative| Neutral | Positive

1 Lighting at night 17% 8% 75%

2 Width of pathway 16.7% 16.7% | 66.6%
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Outcomes attributable to the Project

Quantitative assessment Descriptive assessment

Most respondents have noted improvement in daily commute and safet
travel. They also feel that nighttime lighting and width of the pathway
adequate. No significant improvement was noted in terms of time and
savingswhich could be due to the fact that most pathways are short in len
and constructed within parks.

N The 3point scale is comprised of: (+1)Improvement; (0) No change/ Not applicable;X) i Worsening

* fiNegative 20 denot es si g ndenotessignifitantimproveneenti ng whi | e

Table 33: Socio economic benefits from Sewerageworks

Outcomes attributable to the Project

Quantitative assessment Descriptive assessment

Change in parameters on apoint Likert scale* asoted by| Key outcomes noted by respondents are

respondents: follows:
No. | Parameters 2 1 0 +1 | +2 i. Reduced instances of sewage blockag
overflows, bad odour, unpleasar
Sanitation/ appearanced Improvement in sanitation
1 cleanliness standard| 0% | 7% | 27%| 50% | 13% cleanliness standards
of the area

Thus, most respondents have noted improvement in sanitati
cleanliness standards in their arand4% of respondents have ng
provided response.

Table 34: Socio economic benefits fromRoad works

Outcomes attributable to the Project

Quantitative assessment Descriptive assessment

Change in parameters on apbint Likert scale* as noted b| Key outcomes noted by respondents are
respondents: follows:

i. Increased width of the road, quality ¢
the road (smoothness, potholesp

Improvement in daily, 0% | 296 | 20% | 529 279% Improvement in daily commute

No. | Parameters -2 -1 0 +1 +2

commute
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Outcomes attributable to the Project

Quantitative assessment Descriptive assessment

ii. Improved lighting, increased widti®

Improvement in travel
P 0% | 1% | 38%| 42% | 19% Improved travel safety

safety

Thus, most respondents have noted an improvement in d
commute. A lower percentage, but nonetheless majority ones i
feel that safety during travel has improved.

Table 35: Socio economic benefits fromOffice building

Outcomesattributable to the Project

Quantitative assessment Descriptive assessment

Change in parameters on g8int Likert scale* as noted by respondents: 1 Most respondents stated t
following  improvements a
compared to the earlier office
lighting, ventilation, availability
of toilets, electricity and security

No. | Parameters -2 -1 0 +1 +2

1 Improved training facilities 0% | 0% | 50% | 44% | 6%

Thus, 44% of the respondents noted a slight improvement in the facilities| Key outcomes noted byespondents

available for training due to the building. are as follows:

i Increase in training
Change in parameters on @int BeforeAfter scale as noted by respondent infrastructure (training rooms

resources like projector)A
No. | Parameters Negative Neutral Positive Improved training experience
Improvement in ii. L?rge S|z§d vl/jme\I/vs, presen

1 infrastructure as compared | 35% 0% 65% IO nor:jtlnte 9 gsses 'S
earlier office mprove perception abol

lighting and ventilation

Table 36: Socioc economic benefits frominterior works

Outcomes attributable to the Project

Quantitative assessment Descriptive assessment

Change in parameters on ap®int scale as noted by Key outcomes noted by respondents are as follows:

respondents: i. Usability of the infrastructure has enhanced. F

example, work bearing no 354 (under Mysorg
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Outcomes attributable to the Project

Quantitative assessment Descriptive assessment
No. | Parameters | Decreased Neutral | Increased Central office) involved renovation of old J(
quarters. Earlier the quarters were old and damag
Impact on and hence not inhabited. With the renovation carri
work out by KRIDL, the condition has significar
roductivi improved, and the quarters are now occupied.

1 P . v 5% 65% 30%
attributed
to the
project

Table 37: Socio- economic benefits fromGeneral works

Outcomes attributable to the Project

Quantitative observations Descriptive observations
Change in parameters on apgint Likert scale* as noted bl Some of the specific outcomes noted
respondents: respondents include the following:
No. | Parameters 2 1 0 +1 | 42 i.  Installation of electrical transformerd
Reduced power cuts, reduced log
1 | Income levels 0% | 0% | 92%| 7% | 1% shedding A Improved reliability and
availability of power supply
Employment
2 o F(J)rtﬁnit 0% | 0% | 83% | 17%| 0% ii. Installation of electrical transformerA
PP Y Reduced power cuts, reduced loa
3 Time savings 0% | 0% | 90% | 4% | 6% sheddingA Increase in number of hour
(especially night time) students are able
4 Cost savings 0% | 0% | 84% | 8% | 8% study due to better lighting
5 Local area economy| 0% | 0% | 91%| 5% | 4% iii. Installation of security cameras A
Increased awareness about surveillan
Wellbeing of amongst local people A Improved
6 surrounding 0% | 2% | 80% | 7% | 11% perception of safety and security
communities iv. Construction of compound wall, gatd
. Restriction on entry of unwanted animal
Local level securit
7 and safety Y 4% | 5% | 64%| 13% | 19% humans, reduction in theft incidents
Improved safeguard of humans an
Welfare of girls, property
g |Women. backward 0 | 0. | g706| 706 | 696 || V- Construction of bus shelte Improved
communities, access to transport facilitie% Time savings
marginalized people for students and workers
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Outcomes attributable to the Project

Quantitative observations Descriptive observations

Vi. Construction of bus shelte”A Reduced
need to take another mode of transport {
reach bus stops, Cost savings for student
and workers

9 Business activities 0% | 0% | 99% | 1% | 0%

¢Kdzazx YwL5[Qa @g2N)a KI@S

achievement of any major outcomes. However, amongst | Vii.  Construction of bus shelteA Increased
outcomes where some impact has been observed, i) local | use of public transport for commutin
security & safety, i) webeing of surrounding communities, an instead of private transporf, Cost savings
iii) welfare of wanen & marginalized communities have been { for students and workers

primary achievements. vii.  Construction of senior citizen gy

equipment A Increase in usage of gy
equipment by surrounding people

iX. Installation of statues A Improved
aesthetic beauty of the area, Reinforc
memory of legendary persons among
youngsters

X.  Employment provided to girls A
Improvement in welfare of women

Table 38: Socic economic benefits fromResidential Building

Outcomes attributable to the Project

1 Considering that the works are hostels and occupied by backward community persons, most respondents
following improvements as compared to the earlier situation, where they were staying in old residential sir
improvement in social statubetter access to school, savings in travel cost, reduction in rentals, better qu
infrastructure (lighting, proper ventilation etc.)

Case Study
1. CC Road works

Chikkamagalur District Kelagur, Madenerau village, ST Colony Concrete Road 4S4p.

The ST colony concrete road works in ChikkamagalRistrict was built during MayOctober period in

2019 with an objective of providing CC road for locals. While interacting with locals, it was found out
that prior to making of CC road by KRIDL, thead was in a very bad condition. Earlier the road
condition uses to deteriorate from bad to worse especially during the rainy seasons, leading to numerous
petty accidents and requiring frequent maintenance. The locals further confirmed that the pa@ple in t
area faced problems in their day to day works like commuting to work, going towards their coffee estates
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and fields, etc. Since the road also leads to a public crematorium, people used to face problems to go for
the funeral rites either on foot or velas. For building of the CC road, local people and frequent users
raised the request with local and political leaders, government offietals,

After laying of CC road, people are much contendedem

they can commute on the road without faci

difficulties. Locals have told that there are significe U 5
improvements in commute as quality work is done g

road is smooth and without potholes. Now they face &
in visiting a number of places including marketplad
banks, government offices, educational instis, &

medical centers, hospitals, crematorium, other citfe="

wheelers which was not possible earlier. This

increased their quality of Bf Locals have appreciated the efforts of KRIDL for their quality work.
However, some felt the need that the road should have been extended up to the end of ST colony area

which is still not well built.

2. Water RO Unit in Hostel

Drinking water unit, Bhomanagunda Village, Devadurga Taluk, Raichur Disti®T, Hostel RO Plant

(150 LPH), (S no.410)

The RO Plant in ST hostel in Bhoomanagunda Village, was installed in the month of May 2019 with an
objective of providing pure drinking water to the less privileged ST children residing in government
hostel cum school. While interacting with school admihwas found out that the RO plant was

functional for just 15 days after installation. It started malfunctioning
after couple of days and is dysfunctional for the past 18 months. The
officials of the hostel also confirmed that the plants from Nuetech RO

system have i1issues with it-saleprodu

service is very bad. They donoét
do not respond positively to any of the complaint calls.

Since, water is very hard, the filters may have less capafdityering

or purifying water. The filters and membranes are not working

efficiently and hence the water does not get filtered. Also, the quality
of water is poor, hence the water unit does not have significant
improvement in water quality and wellbeinfchildren.
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Meanwhile, they are providing bottled/ can water (25 liters/ bottle) to children and each cost about Rs
30 which result in increase in expenditure proportionately for just purchasing drinking water. Thus, the
enumerators have witnessed marehcases of dysfunctional RO plants in Raichur District.

6.13 Quality of Infrastructure works

Quality control standards laid down to check technical and managerial inadequacies and
operational skills. Quality of supervision, material management responsibty & control,
procurement, material handling, constructability, change management.

Quality inspection is performed across multiple dimensioR#rst, at multiple stages of the projéct
duringimplementation as well agpost completionbefore assehandover. Second, it is performed by
entities internal as well asexternal to KRIDL. Third, it is undertaken fomaterial as well as
workmanship.

A framework and process exists within KRIDL for quality supervision, however there is scope for
improvement.Periodic site visits and quality checks are carried out by Executive Engineer (EE),
Additional Executive Engineer (AEE) and Assistant Engineer (AE) while the work is under progress.
However, an independent quality control department within KRIDL still doggxist. It is noteworthy

that KRIDL is in the process of seeking approval from its Board for setting up an independent Quality
Control wing within KRIDL, which should help address this issue.

Significant capacity exists for carrying out third party ipections. Third-party inspections are
mandatory for government projects, and hence that is done thoroughly. These can be done by agencies
registered under the National Accreditation Board for Certification Bodies (NABCB), engineering
colleges, Public Work®epartment (PWD) and Rural Development and Panchayati Raj department
(RD&PR) as stated by AEE of Belgaum divisidPresently, KRIDL relies significantly on engineering
colleges to carry out these inspectidraslarge universe of engineering collegesvisaai | abl e at K
disposal for thi¥. MD highlighted that nost 90% of the projects are visited by these empaneled
institutions. Inspections are carried out on materials (through quality tests) as well as on workmanship.
Other than the empaneled indtiitins, in some areas independent bodies also undertake a broad process
of quality check for example, in Mahadevapura, Bangalore this task is carried out by a citizen vigilance
organi zation c al lassthtedibWahadevaguiadEEd Ri si ngo

Quality control is maintained through a change management procelse findings from third party
quality inspections are reported to the concerned Executive Engineer (EE) of KRIDL, under whose
jurisdiction the work was carried out. When there are instances ofjpatity, the same is rectified by
KRIDL. If a contractor fails to deliver the promised quality material and work in the stipulated time,

32 In response to a recent call for expression of interest issued by KRIDL, response was received from 41 engineering colleges
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