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Chapter 1

Prelimina ry

1.1 lntrodustion

The lndian lnstitute of Management Bangalore (llMB) was request to undertake a project to
address the need for re-organization of Kerala Water Authority (KWA) in order to make it
more competitive and responsive to future demands. The Terms of Reference for the
project were provided vide Letter No KWA/J BIC/HO/6057/ISWC/08 dated March 2, 2009
from the Chief Engineer (.lBlC Project), Kerala Water Authority. llMB provided a proposal for
the project vide letter dated March 23, 2OO9. The proposal was evaluated by KWA. A
meeting between members of llMB and the members of the KWA 15 Working Committee
was held in the office of the MD, KWA on January 12, 20L0 to clarify some of the points in
the llMB proposal. Subsequent to the meeting, llMB provided a revised proposal vide letter
dated January 26, 20t0. Finally, the projed was awarded to llMB vide Letter No.
KWA/ BIC/H Q/6057/lswc/08 dated May 26, 2010. The two parties signed an Agreement No
22/2OtO-tf/Ce)lCA dated 17 July 2010 to execute the project.

1.2 Obiectives of the Project

The broad objectives of this project were as follows:

(1) to help conceptualize and prepare a rearrangement plan for Kerala Water Authority and
(2) to provide assistance during the implementation of the plan for 6 months after the
submission of the final reoort.

It was noted that the role of llMB Core Project Team will be to study the current structure
and processes of KWA with support from an internal KWA team and provide
recommendations forthe rearrangement of KWA. The assistance ofthe internal KWAteam
was to be critical for the accurate understanding of the situatlon and proper
recommendations to meet the objectives of the project.

It was further noted that the role of the llMB Core Project Team during the implementation
phase was to be of advisory and supervisory in nature. The llMB Core project Team was to
take the assistance of local resources for the detailing of some of the activity, who will work
under the guidance of the llMB Core Project Team to complete requirements as specified in
the TOR. The llMB Core Project Team was to advise KWA during the actual implementation
of the recommendations, which will be conducted by the management at KwA.

Finally, it was clarified that all technical issues related to actual operations of Kerala Water
Authority are beyond the scope of this project. KWA was expected to provide inputs on
technical matters that may have bearing on the objectives and scope of the present project.
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1.3. Scope of the Project

(i) Preparation of Strategic Development Plan

Understand the position and structure of WATSAN sector in Kerala and draw strategies
to address the key issues

. Review the present position of water and sewerage sector in Kerala in terms of
performance on various metrics and structure of the sector. Based on information
obtained during the study and publicly available data, the position of WATSAN sector in
Kerala was to be benchmarked with those of other states against accepted norms and
standards to identify gaps.

Review the structure of the WATSAN sector and redefine the role of KWA in the
current context

' Considering the changes in the sector with emphasis on ULB,S, the current position
of KWA and its resource base, the study team was to propose an appropriate role for a
viable and vibrant KWA in the changed context keeping in mind its current and future
commitments and viability of the organization.

. D;scussions were to be held with stakeholders covering government, ULB,s,
Panchayats, citizens, KWA management and employees and other WATSAN sector
agencies in Kerala. Based on this and publicly available data on other water authorities,
the structure and position of KWA was to be recommended.

Review of the vision, mission and strategic iht€nt of KwA in the context of overall
WATSAN Sector Management strategy and futuristic role of l(WA

. Review the vision, mission and strategic intent of KWA and in discussion with the
senior management at KWA recommend any changes in the existing role in order to
enable KWA to achieve its objectives.

Strategies for improved coordination with other agencies and projects

)

)

)

t
).

I
I

I

. Suggest strategies for improved coordination with other agencies and projests in
order to ensure an effective and efficient working mechanism and reduction of
duplication of efforts.

I

,

Strategies for improved community linkages and focus on poor

. Suggest methods for improving community linkages and in preparing projects with
focus on the poor- This will cover issues like strategies to provide individual house
connections to slums / BPL families with an aim to provide housing connections to arl
reducing dependability on street taps.
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(ii) Preparation of Organization Rearrangement plan

Autonomy for KWA

. Review the powers, including the financial authority, and suggest measures to
ensure autonomy of KWA.

Setting Up Governance, Organization Structure and Office Structure

. Recommend organizational rearrangement of KWA with a view to make it a more
efficient vehicle of service deliverv. This will cover:

. Review of the board structure / governance process

' Recommendation on the roadmap to migrate to the new organizationar structure
and processeS.

Setting up the Goals for KWA and Each Function and Geography

' Detlne the long-term goals to be achieved by KWA based on consultation with all
stakeholders, particularly the senior management of KWA. The goals were to be broken
down by function and geography.

Manpower Planning to Address the Role Agreed for KWA and Strategies for
Redeployment

r Macro (high level) review of:
. Review the existing manpower planning & deployment policy
. Review the work allocation mechanism, current workload and average

workload of managerial and supervisory staff, considering the existing
infrastructure & support faciljties in departments, plans for modernization
and inter-linkages with service delivery and manpower needs and
conseq uent cost im plications

. Examine the current manpower related issues

. Recommend a manpower planning structure

Strategy to Handle Ramifications of Manpower plan

. Prepare strategies that may be required to handle the ramifications that mav arise
out of the proposed manpower plan in the assignment.

HR Management Aspects like Job Clarity, performance lmprovement, Authority,
Delegation of Powers and Employee Handbook

. Address HR issues such as
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study the existing job descriptions and redefine the same wherever required
so that there is suitable allocation of work to enable achieving the objectives
Review the HR / performance appraisal systems and suggest methods of
improving performance of e mployees
Examine delegation of authority within the organization so as to inffease the
effectiveness of the em olovees
Recommend job roles and descriptions, delegation of authority, performance
evaluation and appraisal system.
Recommend a Recruitment policv

Strategy for lmproved Motivation of Employees at All Levels

. Recommend strategies for motivation:

Develop strategies for improving motivation
KWA

The strategy shall take into consideration
mecha nisms to be implemented

of employees at all levels of

the performance apprajsal

t
t
t
I
,

,.

)

)

Profiling of Top Management to suit unique positions and Training Needs Assessment
for All Unique Positions in the Revamped Organlrrtion

. Examine the adequacy of skill sets and capacity buildint initiatives required.

' set a frarrework for buirdrng staff capacity / manage'ar comperence to ensure that
all staffs have the appropriate 'tools'to do the job. This includes the need for leadership,
financial acumen, systems / ll customer services skills as well as technical skills such as
proJect management, O&M management, engineering skills etc.. Recommend assessment and training requirement to prepare the manpower for
future roles and positions.

ldentification of All Maior processes to Enabre Achievement of objectives and coars

' ldentify the various processes that work together in the achievement of objectives
and goals of KWA.

' ldentify the processes and process owners and assess the extent to which it
contributes to the overall achievement of KWA,S objectives. Recommend changes where necessarv.

Process Review and Recommendations

.. Recommend methodologies to carry out the
rmprovements in key processes. The llMB Core
internal "process owners,, of key work streams,
documentation and come up with cost reduction.

work of process reviews and
Project Team will supervise the
who shall do the actual process

. Suggest measures for improvements in key processes and cost reduction.
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. Review all work on process improvements done by the internal KWA teams during
the 6 months after the report is submitted.

Strategies for lmproved Controls

. Suggest strategies to ensure improved control in various processes and
implementation of 'management by exception'principle in KWA. The controls shall
be instituted so as to bring out any deficjencies at the earljest so that remedial
measures may b€ taken.

Recommendations on MIS at different levels for improved monitoring and action

. Review the lT road map prepared by KWA and suggest improvements to the same.

(iii) Policy and Procedural reforms

changes to Regulations and poricies to Enabre Achievement of objectives set out in
Strategic Development Plan

. Suggest changes required in policies and also the changes required in the KWSS Actl
and the bye laws based on the institutional deveropment plan after discussion with
all stake holders. The verification of the legar varidity of thp srrggestior.ls is beyond
the scope of this assignment.

Regulatory and Procedural Changes Needed to Enable Organization Rearrangement

. Review policies, procedures and KWSS Act / service rules / the bye Iaws based on the
organizational rearrangement pran and suggest changes required in the same. The
verification of the regar varidity of the suggestions is bevond the scope of this
assignment,

Documentation of Major Organizational procedures

' Document the current processes for review with the help of an internal team of
KWA.

r Review the documentation of major organization procedures to suggest changes to
the documentation of various Drocesses.

Phase ll

Communication plan

. Review existing communication plan for communicating the strategic plan and
recommendations and suggest strategies for improvement with a view to brine
consensus and implementation.

I Kerala Water Supply & S€werage Act
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lmplementation plan

Recommend a road map to implement the various suggestions and
recommendations ma de under each of the areas in the assignment with assigned
time line for the same.

. Provide a priority ranking of the suggestions.

. Provide a monitoring plan covering key milestones, metrics and monitoring
requirements.

lmplementation assistance

The implementation assistance shall be provided for a period of six months which
can be extended further based on mutual agreement. This assjstance will be limited
to advise and supervisory role on the way to implement the recommendation.

1. 4. Methodology

various methods were to be used to collect information that will serve as input for the
project:

Thp first sorrrfe of information were iniFrvipw\ wlth senior monagc15 ond cxccutivcs in
KWA. The concerned minister and relevant officials in the state government were also
interviewed. The purpose of these interviews were to gain an understanding of the
external and inte tal uhallenges for KWA In the future, and to get a prellminary
understanding of the possible alternatives that may address the anticipated issues.

The second source of information were internal documents of KWA that describe the
current organizational structure and processes. These provided additional information
on the issues faced by KWA and possible strategies to address them.

Further, information was acquired through interviews with relevant stakeholder groups
and experts who have expertise in the water supply and sewerage sector. These
included interaction with experts in various government ministries and departments and
also urban and Local bodies, and other relevant stakeholders identified with the help of
KWA. The objective of these interviews was to gain an idea of the complexity of the
environment in which KWA will function and hence the complexity of functioning and
structuring of KWA.

4 Another source of information were similar bodies in India. rnformation available in the
public domain, particularly on the Internet/Websites were the main source of
information.

5. A questionnaire based employee survey was used to collect informatron to get necessary
information to understand the preparedness of KWA for the proposed change. The
survey was intended to assess the feasibility of some of the proposed changes in human
resource practices that were being considered.
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6.

7.

The information acquired in the various methods was processed to recommend the
changes required in the organizaiion structure and organizational processes in order to
prepare KWA for the future.

The llMB Core Team was to hire qualified personnel from Thiruvananthapuram to
conduct detailed work on the project. Mr. Sudarsanan P., formerly of KWA, was hired to
this project and was tremendous help in acquiring data and well as providing insights for
improvement of KWA.

1. 5. Support to be provided by KWA

l. KwA was to identify a single point of contact and communication for all issues relevant
to the project. lt was to establish an internal team to facilitate the workjng of the llMB
Core Project Team. Members of the Institutional Strengthening Working Committee
worked as the internal team and they as a team rather than one individual were in touch
with us during the project.

2. The KWA internal team was to assist in the identification of the relevant internal and
external stakeholders and facilitate appointments and interviews for the smooth
progress of the project. Members of the Institutional strengthening working committee
did an excellent of facilitating our interaction with various internal and external
stakeholders.

3. The KWA internal team was to provide the data and documents that might be
considered relevant and essential for the completion of the project. Again, members of
the lnstitutional strengthening working committee did an excellent of facilitating access
to data. However, due to lack of availabirity of some data at KWA and lack of adequate
documentation process some data was not accessible to us or was based on estimates
that may not be accurate. However, the IMB team has proceeded with the avairabre
data as the best data feasible in the context.

4. The KWA internalteam was to provide any other assistance that mighr herp in the timerv
completion of the project. As mentioned earlier, there was excellent supoort from
members of the lnstitutional Strengthening Working Committee. However, due to
events beyond thpir .oniror, the appointments and meetings were quite frequcntlv
cancelled/ re-scheduled which has affected the timeriness of the project. we hope thai
the delays do not affect the implementation of thc rccommendatrons.

5. The KWA was to provide assistance in sourcing reliable personnel to be hired as
subcontractors to work with the IMB core project Team. As mentioned above, based on
the recommendation of KWA, Mr. Sudar5han p. was hired for the project.)

)

)

)
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1. 6. Time Frame for the Project

As required by the Terms of Reference the following deliverables as per the schedule were
to be provided:

5. No. Activity Time from Project sta rt
1. Inception Report 3 months
2. Draft Report 4 months
3. Final Report 6 months
4. Assistance d uring lm plementation 12 months

We had indicated that the project of this complexity will be heavily contingent on the
availability and cooperation of people, and availability of various documents requested from
.KWA. As mentioned above, due to events bcyond thc control of the lS tesm the project has
been delayed. Further, due to other commitments of the members of the llMB team the re-
scheduled project completion date was revised to July 2011.

As per the Terms of Reference, assistance for a further period of 6 months after submission
of the final report will be provided. The project will be deemed to be complete after the
period of 5 months from submission of the final report or r.2 months from the start of the
project, whichever is later.

1.7 Organization of this Report

The next chapter examines the performance on KWA based on earlier studies and various
benchmarking reports available. Chapter 3 examines the evolving rote of KWA as the
national and state governments delegate power to local bodies and consumers become
more demanding in terms of the quality of services. Chapter 4 suggests a possible
reorganization of KWA and Chapter 5 suggests improvements to processes to support the
new organization. Chapter 6 examines the readiness of KWA employees to change the
organization in light of the role and emerging environment for KWA. chapter 7 captures the
recommendations and implementation plan.

ll
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Chapter 2

Assessment based on earlier studies

ThepUrposeofthischapteristobenchmarkKWA,Sperformanceindicatorswithother
comoarable water and wastewater utilities, in order to identify priority areas for closer

examination. This chapter is based on various published reports on water and wastewater

utilities. Specifically, we referred to the following reports:

L. 2OO7 Benchmarking ond Dotd Eook of water Utilities in /ndl4 Ministry of Urban

Development, Government of India, and Asia Development Bank

2. phose ll Benchmorking tJrban water tJtilities in lndia, water and Sanitation Program,

World Bank, September 2008

3. Benchmorkinq for Performonce lmprovement in l.Jrbon utilities: A Review in Bangladesh,

India, and Pakistan, Water and Sanitation Program, world Bank, February 2010

4. Strotegies for Reform: A Monuol t'or wdter Lltilities in south Eastern Europe,The Prio(ity

Environmental !nvestment Programme for south Eastern Europe (PEIP), Regional

Environmental Center for Central and Eastern Europe (REC), Szentendre, Hungary, April

2009
5. Effective L|titity Monogement: A Primer for wdter and wostewater utilities, six major

u.s. water and wastewater associations and the u.s. Environmental Protection Agency

(EPA), Ju ne 2008

6. lndio's Water Economy: Brocing for q Turbulent Future, John Briscoe and R'P'S Malik,

The World Bank Agriculture and Rural Oevelopment Unit, South Asia Region, Oxford

UniversiW Press,2006

ln this chaDter we use the data of the first two reports for the benchmarking exercise

because both of them cover benchmarking data of lndian water and wastewater utilities.

The 2OO7 Benchmarking and Data Book of water utilities in India cover data provided by 20

lndian JNNURM affiliated water utilities, with service areas ranging from one city to several

towns and cities: 15 municipal corporations, two city boards, a municipal council, a local

dutonomous body, and a prlvate operator. The Phase ll Eenchmarktng urban water utilities

in lndia cover 10 Indian water and wastewater utilities, chosen based on the following

criteria: representation of all four geographical zones of the country, representation of

different institutional structures prevalent within the country, and representation of

different size of operations. Both the reports provide benchmarkinS data of the year 2005-

2006, The data on various performance indicators of KWA were collected for the period of

2001.-2011. Most of the comparisons are discussed for thc KWA data of 2010-2011. Refer to

Exhibits 2.1A-2.19 for the data.

All the six reports emphasize on sustainability of water and wastewater utilities. In order to

achieve sustainability, KWA needs to monitor following type of performance indicators:

customer satisfaction, water and wastewater resource management, and flnancial and

Irutlrarr tcsource management. wP dlsc[ss comparison of the performance ot KWA on these

indicators with other Indian water and wastewater utilities below
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2.L Customer Satisfaction Indicators

Customer satisfaction is a key dimension for KWA in the evolving environment in which
consumers are being empowered to demand services. lf customer satisfaction can be
improved, customers are likely to be willing to pay more for KWA services. This in turn
would improve sustainability of KWA, and allow it to better attain its social objectives. KWA
customers would be satisfied if good quality water and wastewater servlces aTe available to
themi and their grievances are handled in a timely manner.

An important measure of a customer service that has a positive impact on customer
satisfaction for wate. and wastewater utilities is supply coveroge, i.e., the percentage of
population to whom the water and wastewater service is available. From the view point of
public policy, L00% supply coverage is desirable. As per Exhibits 2.lA and 2.!8, the average
supply coverage for 20 Indian water utilities was g!.2%, with the highest score of 100% for
two water utilities. Compared to this, for KWA, water supply coverage is75.26%. Since KWA
provides water to the entire state and notjust to the urban areas, this lower coverage is not
alarming. For year-wise break up and other details refer to Exhibit-2.15A. KWA provid€s the
water services to the entire state of Kerala. on the other hand, regarding the sewerage
service, KWA has implemented sewerage system in only Trivandrum lso% arca covered) and
Ernakulam (3% area covered). Therefore, as per Exhibit-2.s, the supply coverage for KWA
sewerage system is 1-19%, which rs much lower than average of 10 other utilities, i.e.,
59.13% KWA definitely needs to expand into sewerage systems in the future. For finer
details on sewerage, refer to Exhibit-2.13.

Another important measure that influences consumer satisfaction is water avoildbility,
measured in terms of numbers of hours per day. When water is supplied for less than 24
hours a day, it may enable contamination of water distribution of pjpes when water is
absent and vacuum conditions are created. Further, it adversely affects the poor who mav
not afford to have in-house facilities for storing and pumping water. Therefore, from the
view point of public policy, it i5 dcsirabre to have 24 hours of water avairabirity per.cJay. As
pef Exhilits 2.14 and 2.18, average water availability of 20 Indian water utrlrties was 4.3
hours per day, with the hi8hest score of 12 hours per day. Compared to this, KWA has the
average water avallabillty score of 12.54 hours per day. lf we look at district-wise data (se€
Exhibit-8), KWA provides water 24 hours per day in two districts, 16 hours per day in two
other districts, and has prans to provide water 24 hours per day in four more districts, KWA
seems to do better than most others on this dimension.

The third important measure is per cdpito water consumption, measured in liters per caoita
per day (lpcd). According to the 2oo7 Benchmarking and Data gook of water utrlitie; in
India, consumption of 100-120 lpcd may be reasonable, as it is high enough for providing
health and hygiene requirements, and row enough to herp preserve warer resourccs. As per
Exhibits ?.14 and 2.18, avcragc wrtcr consumption of 20 Indian water utilities was 123.3
lpcd, with the highest score of 203 lpcd, and lowest score of 72. compared to this, in Kerala,
average per capita daily water consumption is s7.10 lpcd. This suggests that in Kerala manv
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consumers rely on other sources of water for their dailv needs. Either KWA water is not
available when required or consumers, particularly in rural areas, prefer other sources of
water. For year-wise break up and other details refer to Exhibits 2.15A and 2.1G8. tt should
be noted that according to the 2007 Eenchmarking and Data Book of water utilities in lndia,.
per capita water consumption figures of water utilities are often unreliable as 1OO% of the
water connections are not metered, and average number of persons each connection serves
is not known.

Exhibit-7 compares KWA' performance on various indicators related to network
performance and quality of service with those of other water and waste water utilities. For
more details refer to Exhibits 2.3 and 2.4. For finer details on sewerage system indicators
refer to Exhibit-2.1-3. These indicators are likely to affect consumer satisfaction. we discuss
these comoarisons below.

Pipe breakage for KWA is 7.88 per km of network, as compared to the average breakage of
2.66 per km of network for 10 other utilities. For district-wise data on pipe breakage for
KWA refer to Exhibit-2.11. Sewer blockoge for KWA is 42.59 per km of network, as
compared to the average blockage of 26.94 per km of network for 10 other utilities. KWA
receives 23.63% of customer complaints per water connections in a year as compared to
the average complaints of 27.42% per water connections in a year for 10 other utilities.
Exhibit-2.19 summaTizes intent of KWA in resolving customer complaints. However, we do
not have data on how many of them are actually resolved satisfactorily and how fast they
are resolved.

An important indicator for the quality of water utility service is Residual chlorine content in
the water. chlorine is used as a disinfectant for purification of water before distribution. As
per lndian Standards, all samples tested must have a minimum of 0.2 ppm Residual chlorine
to keep water potable biologically in the distribution system. out of the total samples tested
for Residual chlorine, 91.59% passed (i.e., showed the desired level of Residual chlorine) for
KWA as compared to the average of 9s-si% for 10 other utilities. Refer to Exhibit-2.10 for
more details on Chlorine testing.

For wastewatcr utilities, an inrprf,ftarrl irrrlicaLor fr.rr lneasurlng quallty of service is
percentage of collected wastewater undergoing primary tredtment only versus seconddry
tredtment. ldeally all the collected wastewater should undergo both the treatment (and
also tertrary treatment ii possible). 31% of wastewater collected at KWA undergoes primary
treatment, and 7 .69yo of it undergoes for secondary treatment. comparecl io this, for the 10
other an average of 20.12% of corrected wastewater undergoes for primary treatment, whire
45.99% of it undergoes for secondary treatment.

2.2 Resources Management Indicators

These indicators measure how efficiently utilities util,ze available resources. An imprrtant
indicator for water utilities is pel' cop ito production of water, measured in cubic nreters per
day per person. As per txhibit 2.14 and 2,18,20 uLilil.ies un an average prortucc 0.244 flrbir
meters per day per person of water. compared to this, KWA produces 0.083 cubic meters
per day per person of water. Exhibit-2.164 provides year-wise detairs of per caoita
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production of water by KWA. In a period of 10 years, it has increased from 0.052 cubic
meters per day per person to the present level. KWA's performance looks relatively low and
this needs to be examined closely as either the problem is grave or the data is wrong.

According to the 2007 Benchmarking and Data Book of Water Utilities in India, the most
important resource management indicator for a water utility is unoccounted lor wdter
(UFW), measured as a percentage of total water produced in a year. According to the
report, this indicator allows a water utility to determine losses in the entire system, and take
various actions for improving resource management such as "leak detection and control,
flushing out illegal connections, meter calibration and replacement, meter protection,
training on, meter reading to minimize human error, proper supervision during
construction, etc." (source: the report). As per Exhibits 2.14 and 2.18, average unaccounted
for water for 20 utilities was 31.8%, with the lowest UFW figure of L3-14% for four utilities.
Compared to this, UFW figure for KWA is 30%. While KWA'S unaccounted water is near the
average it is almost double of the lowest and hence there is room for improvement.

According to the 2007 Benchmarking and Data Book of Water Utilities in lndia, often the
UFW figures for utilities are unreliable because of low percentage of metered connections.
Metering is not only important in accurately measuring UFW or revenue water, but it also
encouTages more prudent usage of water at the consumer end because metering requires
consumers to pay for the water they are consuming. As per Exhibits 2.1A and 2.18, average
metered connections for 20 utilities were 24.5% of the total connections. compared to this,
KWA has 89.O3% of connectjons metered, 81.8% of total connections are functioning
meters. Exhibit 2.164 provides year-wise details of metered connection for KWA, which
were fairly high (82.76%) since 2OO1,-2O02.

2.3 Financial Management Indicators

These indicators demonstrate the financial health and sustainability of utilities. one of the
most important financial management indicators for a utility is operqting rotio, defined as
the ratio of operating expenses (excluding debt service and depreciation) and operating
revenues. According to the 2007 Benchmarking and Data Book of water utilities in India, a
healthy utility should lrave r.lre operating ratlo of 0.75. A low operatlng rat,o rndrcates the
utility rs able to cover its operational expenses from operating revenues. A ratio above 1
indicates that the utility is not able to cover its operating expenses through operating
revenues. lf debt service and depreciation are included, then the modified operating ratio
indicates the ability of the utility to maintain its eqrripmpnts and expand its coverage
without external financial aid. As per Exhibits z.14 and 2.18, average operating ratio for 20
utilities was 1.64, with the lowest ratio of 0.44 and highest ratio of 5.33. compared to this,
KWA has the operating ratio of 1.67, which means that KWA is not able to cover its
operating expenses through operating revenues. KWA is similar to many other utilities on
this dimension but it cannot be sustained for long.

Another important financial management indicator is occounts receivabre, expressed ln
equivalent of a utility'5 dverdBe rnonthly billlng. rr mpaqlrrFs average time rt takes for a
utility to collect bills from customers. Very high accounts receivable figures increases
working capital requirement for utilities, and also increases probability of default in
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payment from customers. According to the 2007 Benchmarking and Data Book of Water
Utilitjes in India, accounts recelvable should not be more than 6 months. As per Exhibits
2.14 and 2.18, average accounts receivables figure for 20 utilities was 4.9 months, with the
lowest figure of 0.03 months, and highest figure of 12.3 months. Compared to this, KWA has
the accounts receivable figure of 21.6 months. As per Exhibit 2.164, this figure has never
gone down below L9.04 months, and in 2005-2006 it was as high as 70.82 months. These
figures are much higher than the prescribed accounts recejvable figure. KWA,S performance
on this dimension is alarming and something needs to be done to improve this.

It is important for utillties to maintain revenue colledion efficiency, i.e., ratio of revenue
collection and sales, high. According to the 2007 Benchmarking and Data Book of Water
Utilities in lndia, this ratio should be at least 95% for utilities in order to ensure good
financjal health. When collection efficiencies are more than 1OO%, they indicate past years,
arTears are being collected. As per Exhibits 2.1A and 2.18, average revenue collection
efficiency for 20 utilities was 99.5%, with the highest figure of 189, and the lowest figure of
54. Compared to this, for KWA, the revenue collection efficiency figure is 43% after
removing the effect of arrears. As per Exhibits 2.1,4 and 2.16A, this has been the highest
figure in last l-O years. This is much lower compared to the prescribed figure. Again, KWA
needs to make drastic changes to correct this problem.

Another important financial management indicator for water utilities is averuge tariff,
expressed in terms of rupees per cubic meter of water. sufficiently high averaSe tariff may
allow a utility to cover operating expenses with operating revenues. However, this may not
be true if unaccounted for water percentage is high. As per Exhibits 2.1A and 2.18, average
tariff for 20 utilities was Rs. 4.91 per cubic meter of water. Compared to this, KWA has
average tariff of Rs. 4.55 per cubic meter of water. Exhibits 2.154 and 2.164 provide year_
wise details of average tariff for KWA.

Apart from tariff, another source of revenue for a water utility is new connection fee. ofl.en
utilities charge new connection fee based on type of customers (e.g., domestic versus
industrial) or economic status of the customer (e.g., below poverty line versus above
poverty line). According to the 2007 Benchmarking and Data gook of water utilities in India,
in 2007, Rs.2500 was eorrsidered to be a reasonable average new connection fee. As per
lxhrbrts 2.1.A and 2.18, average new connection fee for the 20 utilities was Rs. 15g4, with
the lowest figure of Rs. 500 and the highest figure of Rs. 5soo. KWA charges Rs. 500 from
domestic consumers, and Rs. 1000 from non-domestic and industrial customers. lt charges
additional Rs. 500 in cases were the pipe lengrh is more than 30 meters. As per Exhibit
2.164, this new connection fee has remained constant over the last decade for KWA.

Another important financial management indicator for utilities rs overage cdpital
expenditure per connedion. Increase in coverage, particularly in difficult terrains; and long
distance between a beneficiary group and a water resource, may Increase average capitar
expendature per connection. As per Exhibits 2.!A, 2.L8, and 2.!j, average capital
expenditurc per connection for the 20 utilities was Rs. 1591, with the lowest figure of Rs. 39
and the hiBhest figure crf Rs. 10080, Cr.rmpared to thls, averege caplral expencliture per
connection for KWA is Rs. 30537 (JlcA projects) and Rs. 11641 {average of various other
projects). These figures are much higher compared to the averate figure of the 20 utilities.

&

t

')

t
)

I
lo



{i.s

6is

!.a

[9

f.9

tr"
@

B
p

s
I
D

I
D

I
p'
9"
9

D

)

)

D

t
t.

while some of the additional cost can be attributed to the fact that KWA provides water to
the whole state and not just the urban areas, the capital expenditure is too high to be
explained by any rational basis. Exhibit 2.17 covets finer details of KWA average capital
expenditure per connection.

2.4 Human Resources Management Indicators

one important efficiency parameter for utilities is the human resource indicator of stall per
7000 connection rotio. According to the 2oo7 Benchmarking and Data Book of water
utilities in India, this ratio is often not a reliable figure for measuring efficient utilization of
human resources as many utilities have outsourced many of their activities. As per Exhibits
2 7A and 2.78, average staff per 10oo connections ration for the 20 utilities was 7.4, with
the highest figure of 20.70 and the rowest figure of 0.4. compared to this, KWA has the
figure of 7 .07 .

Exhibit 2.5 shows the brcdk up of stafi working for water utirity services versus wastewater
utility services. The Average breakup for 10 other utilities is roughly 75% (water services)
and 25% (wastewater services). Compared to this, at KWA, only Z.4S% of emplovees are
associated with wastewater services, and 975s% of employees are associated with the
water services.

txhibit 2.6 showg arotlrcr irrtrJortant human resource nrarlagerrerrI i.dicator, r.e., rabour
cost as d percentage of totdr operdting cost. The average figure for the i-o other utirities is
19'!2%' with the lowest frgure of 9.G8% and the highest figure of go.63%. compared to this,
KWA'' figure is much higher, i.e., 45.10%. The same exhibit shows non-availabilitv of data on
contracted-out labour. This reduces the reriabirity of the other human resource
management indicators. lt is worth noting that if the recommendations for the new Dav-
scales is accepted the Iabour costs will increase even further.

2.5 Recommendations

lmprcving dccurcct in estimdtion:

The benchmarking exercise shows that KWA has a scope for rmprovement on manv
performance indicators. often many indicators are unreriabre due to poor data coflection
processes adopted by utilities, and absence of good management practices such as
metering. According to the 2007 Benchmarking and Data Book of water utilities in India,
"Any performance improvement program will have to improve measurement and recording
of operational information as a first step in getting a complete assessment of any water
utility's overall performance. Benchmarking as a management toor to attain operationar
efficiency will work only with reliable and accurate information,, (source: the report).

Therefore, we recommend that KWA needs to improve data co ection process on a| the
performance indicators. Further, it needs to sustain the high rever of working metered
connections and attempt to increase it to 1OO%.
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I m p rovi ng custome r satislq cti o n i n dicdto rs :

While 100% supply coverage is desirable, we need to take into consideration that the scope
of KWA is the entire state of Kera{a, while the other utilities cater to a much more limited
geographicalscope.

We recommend that KWA should have two separate plans for expanding supply coverage,
ln the cases where funding is available for capital expenditure and operations &
maintenance activities from external entities such as the Kerala Government, the central
Government, or international agencies such as JICA or World Bank, the supply coverage
should be increased as per the social objectives of KWA or specific requirement of the
funding entities. on the other hand, in the cases where KWA has to rely on internal funds, it
should increase the supply coverage to those areas where the willingness and capacity to
pay for the customers is higher than the cost of providing services. This will ensure that the
operatrng costs are covered through operating revenues. This in turn would improve
sustainability of KWA, and allow it to better attain its social objectives.

we also recommend KwA to maintain a separate account for those projects in which it is
not possible to cover the operating costs, but they are to be implemented for public policy
level considerations. (potential benefits: ability to create performance oriented culture for
the first type of projects, while maintaining better impression to outsiders by separatrng the
low i..:uururrric performance In the secor.ld type ul projects)

The benchmarking show low per capita consumption of water considering ample of ground
and open water resources available in Kerala, this may not necessarily be an issue.

Improving resource mondgement gnd finoncidl indicdtors

Higher amount of working meter percentage combined with tackling of corruption and
reallocation of more staff to field should reduce uFW (unaccounted for water) and improve
collection efficiency

Substitute water resources may suppress WTp (willingness to pay) / ability for KWA to
charge more for their services. Apart from policy level constraints, this mav be an imDortant
barrier for KWA to increase tariffs in certain regions. However, KWA needs to negotiate with
Kerala government (and now the newry formed regurator) for increase of tariff and new
connection fee.

Corruption and poor management of contractors may be the main reasons why average
capital expenditure per connection is high. These two aspects need to be tackled.

It 
's 

absolutely critical to reduce average collection period and improve collection efficiencv.

lm provi ng h uma n Resou rce ma n age m e nt i nd icdtors

lmprove data collection for contracting / outsourced work in order to make indicators more
relia ble
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Training and reassigning of roles, use of lnformation technology not to reduce staff but

increase their effectiveness and reduce their burden, improve data collection processes

Expdnsion oI scope of dctivities

currently very limited operations in sewerage. Can be expanded provided WTP-cost

difference is sufficiently high to cover operating costs through operating revenues.
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Exhibit 2.10: Test result for Residual Chlorine (2010-2011)

Source: KWA, 2010-2011

Test
Conducted

Test Passed

for residual
Chlorine

Test Failed Test passed

Nos Nos Nos %

Trivand rum

Corporation
681 641 40 94.L3

Cochin Corporation 742 71,O 32 95.59

Trissur Corporation IJ5 130 23 84.97

Total L576 1481 95 91.59

30
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Exhibit 2.11: Details of water Connection and Breakages of Pipe Line

06-2011
2011

as on 106-2011 2010,11

Public Health Oivition, 179850 20300 159550 21479

Head Wo.k OivGion, Aruvikkara 1290 85 1205 7021

Water 5upply Division, NeyYatr'nk!ra 49962 5902 44050 12602

W:te. 5upply Division, attingal 2429! 3059 25za2 127tz

Pub{ic Health Dlvision, Kollam 105s91 9492 95099 22016

6 Public Health Divislon, Pathanamthitta 30785 1924 28861 19526

-l Plblic lealth Division, Kottayam 3734A 34768 14092

8 Public Heahh 0ivi5ion, Thiruvarla 59924 2967 25012

9 Public Health Division, AlaPPu2ha 78352 9685 685-76 20871

10 Public Health Oivision, Kochi 125279 19007 106212 5328

11 Wate.SupplyDivisio., Kocha 714295 4876 105419 11570

L2 Public Healtlr Oivision, AluYd 55505 2591 52914

Public health Oivision. Moovatt!puzha 50057 50818 25550

Public Heilti Oivisio., Tltoduplzhr 20815 823 19992 9979

Pubhc Heanh Oiv{ron. Irlssur 50379 2272 48\67 z5!L7

?ublic ftcrhh Divirion, lininlnlkrth nl'\1! 1907 64651

t7 Public Health oivisio., P.lakk3d 64439 zaoz 9304

18 Pltblic Heahh Division, Shorn!r 27746 27597

19 Public H€alth Oivision, (ozhikkode 46924 24A8 44/75 11307

20 Public H€alth Division, Vadakara 10214 5!6 9698 8981

21 Public Heahh Oivision, Marappu€m 41501 2U 47277 17815

22 Public H€ahh Davision, Edappil 1L474 355 11509

23 Public l]ealth Division,sulthanbatherv 199 10857 11493

z4 Public He3hh Divi5ion,Kannur 31206 12940 3792

25 Public Health Division,K:salgod !s479 1555 13914 iro78

Lt26a22 109280 12L7542 351734

Source: KWA, 2010-2011
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Exhibit 2.17: Capital Expenditure per Connection of KWA

Source: KWA

D

t
)

)

)

I

Water supply Scheme
As per 2008 revised
estimate in crores

population benifited
(in lakhs - year 2036

)

Capita I

Expenditure /
connection (1

con nection for 5
persons

Th iruvananthapura m
(Urba n)

407 .20 70.77 19010.00

Kozhikkode (Urba n) 805.60 I5.UJ 30916.00
Chertha la (Urban) 491.3 0 o.> 5 37636.00
Meenad (Rural) 295.60 5.26 28094.00
Pattuvam (Rura l) 392.20 5.3 0 37028.00

Average Ca pital Expenditure
/ connection 30537.00

Note: These are JICA assisted Kerala Water Supply projects (major water supply schemes).

Capital Cost per connection based on schemes assisted
of Kerala and NABARD

by Govt of lndia, GoW

5l

no
Name of schemes Project cost in

Lakh Rupees

Projected
Population

Capital cost
per

connection
Remarks

1
Augmentation of Karakulam
water supply scheme

.L55 5.b6 56504 10042.LO

NABARD

Assisted

2

CWSS to Parasala & adjoining
villages & Maragil Maranallur
villages 13640.00 5L367 L 1-3276.98

State

budget

5

CWSS to Kilimanoor-
Pazhayakunnumel& Vadavoor
panchayat 3100,00 11,4763 13506.10

State
budget

4
CWSS to Pallichal

Balaramapuram & Vilavurkal
panchayat 3862.49 157595 12254.48

NABARD

Assisted

5
RWSS to Azhoor Kizhuvilam &
Keezhattyl vjllage

1894.99 8797 0 707 70.66

NABARD

Assisted

39
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6
Augmentation to wss to
Kunnathukal Panchayat

1,648.7 r 65165 1.2650.27

NABARD

Assisted

7

RWSS to Pattazhy,
Pattazhivadakkekara, Mylom
&Tha lavoor panchayat 3373.00 1-44006 tI7u32

ARP

8
RWSS to Pathanapuram
&Piravanthur panchayat

1891.00 106000 8919.81

ARP

Average capital cost per
Connection

1164!.47

Cost per connection calculated based on one connection for S persons
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t Exhibit 2.19:Misce aneous Customer Care Indicators of KWA

$.
D

a) Percentaqe of budqet spent on Customer Management: lt is difficult to quantify at
present as those involved in customer management are discharging other functions also.

b) Annual no of connections

Source: KWA

c) Resoonse time to complaints (official claims / policies): Complaints on leakage are
normally solved within 24 hours. The maximum time Iimit for initiating action on complaints
received by post is 3 days.

d) Continuitv of service {official claims / policies):
. Emergency Helpline in KWA HQ premises: 24 hours working. This service is available

only ln Thiruvananthapuram.
. Working hours of field staff 8 AM to 5 PM
. Working hours olministerial staff 10.15 AM to S.15 pM
r Generally repair works which are likely to create traffic problems are executed

during night time under the supervision of KWA officials.
. In Thiruvananthapuram P H Division all the Assistant Engineers & Assistant Execuiive

Engineers are provided with official residential telephone and the EE with official
mobile phone. Mobile phone connectivity is provided to all Field officers up to AE
and senior level other officers.

. During extreme emergency situation the field officers will be available on 24 hours
dutv.

)

)

)

,

)

)

D

)

)

D

t
).

)

)

,

)

D

)

D

t.
D

t
)

I
)

)

)

)

I

Yea r 2002-o3 2003-04 2004-05 2005-06 2006-07 2007 -o8 2008-09 2009-10
Connections
effected
during the
vear

71672 45265 73237 62307 537 48 61336 77T2I

toral

Connections

end of vear

1043518 1115290 1160555 1233792 L295099 1349847 1411183 1488304
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Chapter 3

The Role of KWA in the water and sewerage sector in Kerala

3.1 lntroduction

Traditionally, the communities in Kerala as elsewhere in the world managed their water
needs locally. water supplies were based on open dug wells, and rivers and ponds. The first
form of protected water supply system in Kerala was started at Ernakulam Town in 1914.
Another protected pipe water system in Trivandrum was started in 1930 by the erstwhile
Travancore state. After the formation of the present Kerala state, various urban and rural
piped water supply schemes were initiatedi.

The Public Health Engineering Department (pHED) was formed in 1956 under the National
Water Supply and Sanitation Programme of the Government of India during the 2nd five year
plan to execute public health engineering activity for water supply and sewerage. lt was the
department of the government of Kerala that developed and regulated water supply, waste
water collection and disposal in the state of Kerala. The Kerala Water Authority was formed
by converting the Public Heglth Engineering Department of the Government of Kerala into
an autonomous organization responsible for the supply of water in Kerala. lt camp into
existence on March 1, 1984 after the Kerala Water and Waste Water Ordinance. 1994 was
promulgated in response to the national policy of establishing autonomous agencies in the
sestor. Later the Kerala Water Supply and Sewerage Act, 1986 was passed to replace the
ordinance and still guides the functioning of KWA. However, after the 73d and 74th
constitutional amendments, the responsibility of supplying drinking water has been vested
with the local bodies. Further, another organization named Kerala Rural Water and
Sanitation Agency (KRWSA) has been functioning for sometime focusing on rural schemes.
This has required {WA to re-examiiie itS idla ihthe Watei and sa riitation lActor in (eiila.

32 Role of KWA as perthe Kerala Water Supply & Sewerage Act, 1980

According to the Kerala Water Supply & Sewerage Act, 1986, KWA was the nodal agenry
with the responsibility of water and sewerage in the state of Kerala. lts role included:

L. Preparation of plans related to water supply and waste water on behalf of the
government of Kerala.

2. Establishment of state standards for water supply and waste water services.
3. Conduct research to improve the functioning of KWA.
4. Preparation, execution, promotion, operation, maintenance and financing of schemes

for the supply of water and the disposal of waste water to ensure supply of wholesome
water and efficient sewerage services.

5. Fixation and revision of tariffs and charges f-or water supply and waste water services.

According to the Act, KWA was to work to be a financially independent organization. lt
suggested that KWA should manage its operations and fix its tariffs ,,to enable it to meet as
soon as feasible the cost of its operations, maintenance and debt service and where
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practicable to achieve an economic return on its fixed assets". However, it was required to
take the approval of the government in case of revision of water tariffs, schemes costing
more than Rs. 100 lakhs, and contracts of value more that Rs. 100 laxns.

In the past, it was expected that the government, directLy or indirectly through a

department or an autonomous organization supported by it, was responsible for the
provision of water and sanitation services. This meant that in Kerala, KWA was the
monopolistic organization in this sector. All government investments in infrastructure and
schemes were channeled through the KWA as it was the nodal agency. Over the years this
monopolistic environment led to poor planning and poor management both in terms of
ineffective implementation of new projects and schemes, and in terms of inefficient
operat,on and maintenance of existing infrastructure and schemes.

3.3 Changing Role of KWA

KWA used to operate as a centralized monopolistic organization in a stable environment
without significant economic pressures. As PHED, it was an extended arm of the
government of Kerala and operational and financial efficiencies were not of prime concern.
Also, when the sector was not well developed, it was primarily engrossed in establishing
water and sanitation related infrastructure. several decentralization decisions have forced it
to take a close look at operational and financial efficienry. As an autonomgus organiz3tion it
cannot rely entirely on the government for its capital needs or operation expenses nor can it
expect consumers to pay higher prices for water unless it provides better quality and
reliable supply of water. lt is trying to adjust to its new role as a facilitator and suoervisorv
agency for water related schemes in Kerala.

Since 1997-98, the government has launched several water schemes that are targeted at
local governments with KWA providing only technical assistance. The government has asked
the KWA to hand over 1O5O Rural Water Supply Schemes which have independent water
source and fall within the limits of a panchayat to the local panchayat. The local panchayat
will be responsible for the operation, maintenance, and improvement of the schemes and
will be required to meet the expenditure from its own resources. Further, as part of a world
Bank assisted program the Kerala Rural water and sanitation Agency (KRW5A) has been set
up and 360 panchayats in 4 distrlcts have been handed over small water schemes. Again,
the panchayats are to become owners of the schemes after they have been established. A
similar program based on Dutch funding is also under discussion.

while the devolution of roles and responsibilities is still in progress as several local
governments/communities have not yet taken over their responsibilities, KWA is under
pressure from consumers, advocacy groups and external bodies to improve quality of water
and also improve reliability of supply. several officials at KWA have an apprehension that if
it does not perform well and meet the increasing demands for quality drinking water in the
state, local governments will take over the sestor and also handover the activities to private
utility companies or introduce public private partnerships in the sector. lt appears that
some other states in India have already made some moves towards greater participation of
prrvate sector companies to meet the demands from consumer groups. Hence, there is a felt
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need that KWA should transform itself into a professionally managed organization with well

defined business and financial objectives.

Provision of drinking water and sanitation services has been a prioritY for the government of
Kerala. Initially the Public Health Engineering Department of the Government of Kerala was

the arm of the government for fulfilling those needs. Following the formation of the KWA, it
became the nodal agency for these services and it delivered these services in collaboration

with the Local Self Government Deparlment. The state has done reasonably well in meeting

the needs in the urban areas but there is a oerceDtion that much more needs to be done to
orovide adeouate services in the rural areas of Kerala. Further, even in the urban areas

some of the assets are not able to deliver to full capacity due to lack of proper management
and adequate maintenance. Severai investments in the water and sewerage sector, as well
as in other sectors, have not been financially sustainable, making it difficult for the
government to rely entirely on its own funds for future investments in the sector also rely
on KWA as the only organization in the sector.

The challenges faced by the state of Kerala in general and KWA in particular in meeting the
commitment for demand of public goods are similar the experiences in other states.
Following the 73'd and 74th constitutional amendments more authority and responsibility for
a range of public services were transferred to Iocal bodies. Since 1997-98, the state started
making separate plan outlays for drinking waler schemes to hp manaEed hy local elected
bodies in cities and panchayats. Based on an order of the government of Kerala issued in

March 1998, local bodies were allowed to undertake water schemes for single panchayats

with the technical assistance of KWA. Further, the government decided to hand over 1050
rural water schemes that provided services to single panchayats to the local bodies. ln order
to facilitate, rural supply projects with World Bank assistance the government has

established the Kerala Rural Water and Sanitation Agency (KRWSA) to implement small
community based water supply schemes. Similarly, some Dutch government assistance and
funds from the Government of India have been provided to District Rural Development
Agencies (DRDAs) in some districts to implement water schemes. In these cases, the
districts/panchayats/ communities (beneficiary groups) are to be responsible for operating,
maintenance, quality control, augmentation and improvement of the schemes and also to
revise tariffs if required to make the schemes financially viable. In short, these changes have

modified the role of KWA from the only monopoly organization in the sector to one large
nodal organization but with other agencies taking over it responsibilities particularly in the
rural sector. This means that the domain that is exclusivelv in the domain of KWA in the
water sector is the role of facilltator and supervisory agency implementing largely urban and
more comprehensive rural water supply schemes.

There have been less significant changes in the sewerage sector in Kerala. It was not a very
significant portion of KWAS activities as sewerage schemes have been concentrate in the
large urban areas. It is expected that these sector will also go through the changes observed
in the water sectot.

46



rGt

r':

{l
s
&
f.p

g$.

.q?

s'
B

s-
p

s
s
!!t

p
s
s
t
p
Fp

s
D

E

I
p

#

;$t

,h

I
D

)

t
)

)

)

)

3.3.1The State Water Policy 2008

The State Water Policy 2008 was adopted to reflect the new realities
sewerage sector, which has implications for KWA. The vision of the new

is:

"To cater all the urban and rural households in the state with
water supply and sanitation at all times"

with the long term goal:

in the water and
policy framework

protected

ii.

Restructuring the roles and relations of the state and water users
Redesign the institutional set up for better regulation and stakeholder participation
in management
Development and adaptation of new and appropriate technologiest.

These clearly reinforce the view that the government is going to devolve power, now
concentrated in the ministry, to the public and beneficiary groups that will allow for better
stakeholder participation in the decision making and management of the schemes. The
stakeholder participation will also allow for better regulation. This suggests that, in the

"To attain 100% coverage of the urban and rural population of Kerala with
Protected Water Supply and Scientific Sanitation facilities so as to have a

clean and healthy Environment"

The guiding principles for the new policy are:

i. Access to water is a human right
ii. Ownership of Water is with the State
iii. Micro watersheds are the basjc units of management and conservation
iv. River basis shall define water rights and regulate water l|sF

The principles have changed the dynamics in the sector. Making access to water a human
right will raise the expectation on the service provision. KWA as a major provider of water in
the state will have to gear up to meet those expectations. lt will have to revitalize itself to
fulfill the government aspirations of the public of the state. In short, the current mode of
operations, which makes large section of Kerala society to rely on alternate, and often
unreliable, sources of water unacceptable.

Further, making micro watersheds as the basic units of management and conservations
suggests that the future water schemes in Kerala are going to rely extensively on smaller
areas with small beneficiary groups or schemes covering single or few panchayats. In short,
the current stren8th of KWA to implement large scale projects covering large urban areas
and some geographically spread rural areas is unlikely to be of great advantage in the
future.

The basic strategies outlined for the new water policy are:
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future, KWA will have to acquire the new managerial and consumer management skills to
deal with diffused power that will be exercised by civil society and non-government
agencies rather than rely on just managing the ministry and the government. This will
require a significant re-orientation in terms ofvision and functioning.

Ext€nding the reliance on micro watersheds as a principle, the strategy to focus on new and
appropriate technologies also suggests that KWA will have to develop new technical skills. lt
will have to acquire technical awareness of smaller technologies and also develop the
innovation skills to adapt and/or develop new technologies that are appropriate for the
location. ln parallel, it will have to learn how to develop the managerial skills and processes

for smaller schemes, which are different for the rather slow processes, which also have to
change, used for large projects.

There is a clear emphasis on making the Panchayati Raj Institutions (PRls) have the control
over the resources and decision making and they will be provided support from KWA,
KRWSA and Local Self Government Department. While, as suggested above, there is a major
thrust on public-publ'c partnership, there is also a possibility of exploring public-private
participation for operation and maintenance for new projects. Private contractors already
participate in the operation and maintenance of schemes, even the large ones, and the new
policy is likely to make them more acceptable and formalized relative to the past.

3.3.2 Organizations in the Water and Sewerage Sector in Kerala

Recognizing the need to change the institutional arrangements in the sector to take the
vision of the new water policy forward, the government of Kerala envisages the
establishment and/or revamping of organizations in the sector. The following organizations
are to be involved in the sector:

There are expected to be three organizations focused on understanding the big picture and
sanctioning projects to achieve 100% water and sewerage coverage in rural and urban
areas, and monitoring the implementation of projects and performance of schemes.

(i) State Water and Sanjtation Mission (SWSM): This organization is to provide the policy
guidance for organizations in the sector. lt is expected to coordinate across relevant
government departments and other stakeholder groups to provide norms for the water
supply and sanitation sestors. lt will monitor and evaluate the physical and financial
performance of various water and sanitation pro.jects and schemes to ensure an integrated
approach to meeting the goals in the sector.

(ii) Water and Sanitation Support Organization {WSSO): This organization is to work under
the SWSM and coordlnate with the communiw level stakeholders and monitor and evaluate
outcomes at the household level.

(iii) State Level Scheme Sanctioning Committee {SLSSC): This organization is to haue

representatives from the various organizations/agencies in the water and sanitation sector
in Kerala. This is to ensure that all projects/schemes in Kerala mover towards the objectives
in a coordinated and integrated manner.
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There will be two organizations involved in the implementation of projects and schemes:

(iv) Kerala Water Authority (KWA): KWA is envisaged as a main agency through which

drinking water supply and sewerage schemes, except for World Bank funded projects such

as Jalanidhi, will be implemented. This essentially makes KWA the nodal agency for
implementation of large scale projects both in the urban areas as well as rural areas. lt
includes project and schemes that may be owned by local bodies local government bodies.

(v) Kerala Rural Water and Sanitation Agency (KRWSA): KRWSA is envisaged as an agency

that is to provide cost effective solutions for water and sanitation in the rural areas in

Kerala. The focus will be on demand responsiveness, community ownership and

sustainability of investments through recovery of costs. Hence, KRWSA will develop it
competence in small scale alternate models of service delivery while KWA will be required
to retain its current competence and area of operations.

There will be three organizations under the local self gove rn me nts/Pa nch ayati Raj

Institutions to ensure that the project implements and scheme performance are effective by
monitoring things at the ground level.

(vi) District Water and Sanitation Mission (DWSM): The DWSM will bo hcadcd by the
Chairman of the Jilla Panchayat a nd work under the Jilla Panchayat with representative from
district level stakeholders, and be the district level organization to consolidate the
initiatives within the district.

(vii)Block Resource Centre (BRC)i The BRC will be the extended arm of the DWSM in a block.
It will word under the Block Panchayat and consolidate and monitor initiatives within the
block.

(viii) Panchayath Raj Institutions (PRI): The PRls are 978 Grama Panchayaths, 152 Block
Panchayaths, 14 District Panchayats,60 Municipalities and 5 City Corporations. After 1992,
the 73'd and 74th amendment implementation has made these organizations central to the
delivery of water and sanitation services. lt is expected that gradually funding will be
provided directly to these organizations who will use the services and help of other
organizations in the sector to ensure quality services in their local areas. While public-public
participation is at the core of these initiatives in Kerala, there is always a possibility that
these local self governments will seek the services and help of private organizations if the
services provided by organizatlons such as KWA or KRWSA are not adequate.

Given that a sector that was the sole responsibility of KWA is now going to have so many
organizations, there will definitely be a tussle for responsibilities and also financial
outcomes. Hence, KWA has to learn to be more responsive to various stakeholding groups

to garner their support to retain its dominance ln the sector.
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3.3.3 Challenges during the process of decentralization in the sector

Single Panchayat Schemes

The government has already started the process of handing over 1050 singre panchayat
schemes to local bodies. Severar have been taken over, but severar rocar bodies have not
taken over their water schemes because they are in poor condition in terms of
maintenance. lt is expected that the government will use the services of KWA to rehabilitate
the schemes before handing over to the panchayats. Gradually, all the single panchayat
schemes in the rural areas are to be handed over to the panchayats.

The difficulties involved in handing over schemes to the local bodies are several. The first
concern is that most of the schemes that are envisaged to be handed over are not in good
condition. Some of the schemes that were handed over to rocar bodies without
rehabilitation are now been returned to KWA by the local bodies as they cannot operate
them. The local bodies would be in a better position to takeover the responsibilities if the
schemes were rehabilitation for which Government of India and /or world Bank assistance
is be provided. KRWSA has successfully rehabilitated several schemes are handed them over
to loral communities The second concern ir fh;rt thn rchcmns are not s'stainabre under the
current revenue and cost structure. The local bodies will not be able to absorb the cost of
KWA employees as the salaries are very high and may have to rely on alternate employees.
However, the local bodies will have the authority to revise tariffs to improve financial
viability. In our field visits, we assessed that if the local authorities take ownership of the
schemes they are able to make the schemes viabre by changing the cost and revenue
patterns in the schemes. under the Jala Nidhi Model, the local community provides about
15% of the funding for rehabiritation (with the rest being funded by the World Bank
schemes) and handed over the communities - this generates community ownership which
facilities the sustainability of the schemes. The third concern is the reach of many of these
schemes. They are based on ground water which leads to potential quarity problems as arso
quantity problems. some of these schemes have had to supplement the water from ground
water with water provided by KWA. In that sense, even when schemes are based on ground
water, there is scope for KWA to remain the bulk supplier of water.

Multi Panchayat Schemes

Just as in the case of the single panchayat schemes there is a proposal to handover multi-
panchayat schemes to the local bodies. Again, there is a need to rehabilitate the schemes
before they are handed over. rt is expected that gradually, a these schemes wilr be handed
over to local bodies. As a result, the role of KWA will be limited to providing technical
assistance to local bodies for the upkeep of these schemes. However, KWA wilr have to
compete with KRWSA and may be even other organization to obtain contracts to orovide
these technical services.
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Bulk Supplier

The new initiatives in the water sector in Kerala as described in a report called ""Kerala

water and sanitutton sector: Medium Term Rural water supply & sanitation Programme

p"Oll iOl|y dated December 2010 which is prepared by WASC}N' the consultancy wing

i1 iwe uni,r"gu, KWA to be a bulk water supplier to schemes managed by beneficiary

groups and/or lanchayati raj institutions A pilot project has also been implemented An

assessment by WASCON suggest that there are significant difficulties in implementing the

program. There is need to improve the capacities of theselocal bodies before they can take

full responsibility. There is a role for KWA to play a significant role in building these

capacities for the local bodies so that they can continue to supplY bulk water and obtain

revenues for them. Without KWA support the schemes will not be economically viable and

KWA will suffer due to non-payment of dues for supply of bulk water'

Analyzing the challenges

Decentralization and handing over management of water supply schemes to local bodies'

especially in the rural areas will be a challenging issue at KWA This is because there is a

general perception among the KWA employees that Gram Panchayats (GP) are technically

incomoetent to handle water schemes and in many cases, they are unwilling to take

ownership of managing the water schemes There is also ;rppr|hcnrion nmong KWA

emolovees that if these schemes are handed over to the local bodies, there will be very little

*oik l"ft for a large number of KWA employees, which might pave the way for

retrenchment. MoTeover, once the schemes are handed OVer to the GPs, they will approach

NGOs and other institutions rather than KwA for technical assistance and their dependency

on KWA will go down. Overall, we sensed significant discomfort among KWA employees

regarding the issue of decentralization, who are not very open to the idea of a new role for

KWA where the actual management of simple schemes are done by local communities while

KWA focuses on large complex schemes as well as provide consulting services to the local

bodles as and when necessary. The importance and utility of decentralization needs to be

communicated internally so that there is considerable buy-in among KWA employees and an

understanding that in the absence of such decentralization, KWA will never be able to

reorient its role in the changing environment - a reorientation that is absolutely necessary

for KWA's financial viability.
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Following some of the case

communities:

Arvumala Scheme:

studies of schemes that were handed over to the local

&1

I
I
D

D

t
D

I
I

The Arvumala scheme benefits 213 families by providing individual water taps to each of the

households. water consumption is monitored by meters and the families are charged Rs.20

per ten thousand liters. Clean water drawn from the wells is supplied to the families,

without purification, between 7oo and 17Oo hrs every day. lnitially the consumers were

charged Rs. 60 / 10 K litres, but water rates were voluntarily reduced over the years as the

scheme became financially viable. Prior to this scheme, KWA used to supply water to these

families in water tanks. The two key reasons behind operational viability of this scheme are
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reduced electricity tariffs (local bodies are charged a reduced rate of gopaise per unit - the
monthly electricity bill is Rs2500) and lower management costs. The scheme employs a
youth from the local community for operating the pump, maintenance of the system as well
as for meter readings at a monthly salary of Rs. 4000. He informed us that there has been
not been a single case of default in payment so far. As a result, the scheme is able to
generate revenues of Rs. 13,000 per month and have accumulated reserves of 1.5 lakhs so
far. lt has used these reserves to purchase a new pump. The scheme has its own office and
necessary infrastructure such as a computer and has started to provlde insurance to the
local community. The Panchayat holds elections regularly and selects a new governing
committee for the scheme every year. The beneficiary group has been very strict in keeping
the number of members close to 200, which was the capacity for which the scheme was
designed. They are planning for an additional scheme because of demand from other
families within the same region to have access to water. Mr. p A Basheer, the head of the
Panchayat informed us that they are very satisfied with the functioning of the scheme and
will be happy to continue with its operation and maintenance, so long KwA absorbs capital
expenditure and provides them technical advice, whenever necessary.

Povali Scheme:

The Poyali scheme was originally designed to benefit 350 families. The capital expenditure
for the scheme war providcd hy the village panchayat and state govefl.lnle|[ urrtlcr spcclul
scheme for the scheduled caste communities. over a period of time the scheme succumbed
to demands from other families to be made part of the scheme resulting in total
membership of 950. This resulted in severe shortage of water resulting in unhappy
consumers/ who refused to pay. Around the same time, some of the warer meters stoooed
functioning and some opportunistic consumeTs started consuming a lot of water without
paying for it. The scheme thus became financially unviable and when their dues to KEB
increased beyond 3 lakhs, KEB disconnected the electricity supply, resulting in complete
collapse of the scheme. The consumers in this scheme were charged Rs. 60 / 10 k litres of
water and the scheme employed four people, two for field operations at Rs. 4OOO / month
and two in different shifts for pump operations at Rs. 1O,OOO / month. Their monthlv
electricity tariff was about Rs. 24,000. When we met the head of the beneficiary group, he
was hopeful about regaining the financial viability of the scheme by raising money from the
community to pay back part of the dues to KEB and by convincing the users to repair their
meters so that proper revenue can be collected.

The Kavattumukku scheme has been running successfu|y since 200g benefitting i.26
families. The scheme charges its consumers Rs,60 / 10 k ritres and emproys two person for
pump operations and meter reading at a salary of Rs. 3OO0 and Rs. 3500 / month
respectively. In three years of operation the scheme has been able to generate a surplus of
Rs.40,000. The capital expenditure for this scheme was obtained from the central
government u nder the SC scheme

The Valappikuezhi scheme has been mired has been mired in controversy regarding quarity
of water. The capital investment for this scheme was made by the district panchayat and the
scheme was setup under supervision of KWA. The stream from which the water is beirig
drawn is polluted by fertilizers, being next to a paddy field. Therefore the water is.not used
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for drinking purpose and the users are not charged for its usage. The operational costs are
being met at present by Panchayat and no user group has been formed yet.

The key learning from this sample of case studies is as follows
. Local bodies have the willingness and ability to run water supply schemes that are

relativelv simple and small in size

The local bodies are able to run the schemes in a financially viable manner because of
the subsidy that they get in electricity tariffs as well as the lower operational costs that
they incur. Operational cost savings happen because they are able to employ people
who can multi-task and who work at lower salaries
There is a high ownership of the schemes by the local community. As a result, there is
greater compliance in terms of payment of water charges. The employees who run the
operations are also able to maintain tighter control over the community and are in a

better position to monitor usage and enforce penalty (through disconnections) if
necessary

Capital expenditure for these schemes will need to be provided from public funds, since
the communities have little or no ability to raise funds for capital expenditure
KWA needs to play consultative or advisory roles for schemes that are operationally
complex or those that encounter technical problems. Therefore, KWA will continue to
play an important role even if the schemes are operationally managed by the local
bodies

. Over and above technical expertise, KWA needs to provide financial and managerial
inputs to some of these communities. Failures, wherever it has happened are possibly a

result of inexperience in handling social and economic pressures - something that can
be avoided in future through transfer of best practices

In short, we concluded that the local bodies were running the water schemes that were
handed over to them successfully. The high level of community ownership allowed these
communities to do better than KWA in dealing with leakages, metering and revenue
collestion.

The local bodies may not be able to fund their own capital expenditure and may rely on the
government for that. However, that is no different from the situation with KWA today. Even
when the projects are implemented by KWA, the actual work in the field is still conducted bV
contractors and not by employees of KWA. 5o, if the projects are owned by the local
community, there is unlikely to be a major change in responsibility as the same contractors
are likely to be employed to implement the projects. They may seek the assistance of KWA
for project management. Also, the local communities will not have the technical expertise to
setup the schemes or undertake major rehabilitation work. KWA will be the most suitable
organization to provide these services and unless it fails to provide reliable services for a
payment, the communities are unlikely to seek the assistance on outside agencies. The
operation cost are lower because these communities rely on local youth who are available
for lower salaries than KWA employees and perform multiple tasks unlike KWA employees
who perform narrower roles. Further, such employment creates employment for youth in
the communitv.
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3.3.4 Emerging Role of KWA

On paper, KWA is an autonomous organization which may obtain grants, capital
contributions or loans from the government, but has the autonomy to fix tariffs and other
operations to avoid losses. However, there are some restrictions on revision of tariffs and
schemes or contracts costing more than Rs. 1OO lakhs. In actual practice, KWA does not have
the required autonomy as the some of the systems that were put into place when KWA was
a department (PHED) ofthe government still prevail.

KWA is one of the agencies in the sector and clear lines of responsibilities are not assigned.
Hence, there is need to work in close coordination with other entities in the sector. The
Kerala state Water Resources Council (KSWRC) is body that helps KWA coordinate with
other agencies. lt consists of the Chairperson, KWA, Director, Ground Water Department,
Chairperson, Kerala State Council for Science Technology and Environment (KSCSTE),
Chairman, Kerala State Electricity Board (KSEB), Chief Engineer, lrrigation Department, and
Executive Director, Centre for Water Research Development and Management (CWRDM).
However, it appears that there are areas where there is overlap in responsibility while there
are other issues, such as environmental issues arising out of overexploitation of
underground water, which is no ones responsibility. Further, the regulatory responsibilities
are diffused.

KWA also seems to have inadequate organizational mechanisms to deal with the
stakeholders that have recently become important, such as Local bodies, NGos or other
community groups. while the legislation has attempted to decentralize authoritv and
increase community participation, KWA has found it difficult to adapt to the new context. At
the same time, the impact of state level policy formation is significant on the operations of

our reading of the situation is that it is only a matter of time, when Kerala water Authority
will have to hand over all rural water schemes to local authorities and become focused on
the urban water supplies. Even in the case of urban water supply, for the newer schemes it
may be the organization provides technical expertise and on some occasion,s
implementation but will have to prepare for local urban bodies taking over the operation
and maintenance of the schemes. The process of transition when local bodies are not ready
to take up the schemes or KWA is not ready to handover the schemes may take some time,
but it is better that KWA plan for that scenario. (lt is unlikely that the existing large urban
schemes will move away from KWA.)

Since KWA is the only state wide water utility in the country, KWA should focus on
implementation and maintenance of large integrated projects and become the bulk supplier
of water to municipal bodies and locat bodies. The distribution schemes should be handed
to local bodies for operations and maintenance with KWA continuing to provide technical
su o oo rt.

Figure 3.1 below shows KWA in its context. lt highlights that in the new emerging
environment KWA will have to respond to multiple external forces. lt will need to establish a
vision, strategy and governance structure to create a coordinated effort between technical
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project design, project execution, and operation and maintenance activities, which are the
three major requirements, while trying to respond to environmental pressures related to
water resources, funding, human resources, suppllers and contractors, and electricitv on the
input side, and demands from the consumer groups, in addition to influence from the
government, other organizations in the domain, and advocacy groups.

Figure 3.1

KWA in its context
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Water Resources

KWA will face a major challenge in identifying new large perennial sources of water as the
most easily accessible sources have already been tapped. High capital costs are likely to be

incurred to access new sources of water and transport to high density areas where demand

is located. lt is likely that KWA will have to rely on local sources/ground water in many

areas. Hence, KWA needs to plan the large projects judiciously for environmental

sustainability. lt may require to make changes in technical design of large projects with the

need to ensure efficient use of water that is extracted at all stages: production,

transportation, distribution and consumption. Further it will need to acquire and/or develop

the necessary skills for small projects with local sources/ground water for local usage in case

of small clusters of consumers.

Input5
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Funding Agencies

Traditionally, access to drinking water was the only criterion used by the government and
other funding agencies when providing funds to KWA. This led to a focus on capacity
addition without much attention to rong t€rm technicar or financiar viabirity of projects and
schemes. Now, in addition to access, the funding agencies are assessing the financial
viability of the projects. As of today, KWA does not have the capacity to fund capital
expenditure from its internar resources. Further, neither the centrar government nor the
Kerala government are frush with funds to support projects that cannot be serf suffrcient in
the long run. Funding institutions such as the World Bank, Asia Development Bank, and
Japan Bank quite naturarry have a tendency to evaruate the financiar viabirity of projects and
apply efficiency conditions when evaruatin€ projects. Fina|y, beneficiary groups do not have
capac,ty to support high costs of KWA operations. lf KWA is forced to rely on loans from
commercial Banks as is the case today, KWA wi have to rearn to function on financial
terms.

As of today, KWA is almost entirely dependent on external source of funding, leading to
severe resource dependence whtch effects even regular operations and maintenance. The
Iack of capability of generating resources from operations is leading to cash flow constraints
which leads to delays in payments to suppliers and contractors, and even contract
employees' The high dependence on externar commerciar debt has created a severe interest
burden To cope with the funding crunch, there is an occasionar diversion of pro,iect funds
to O&M activities on expediency basis. This puts KWA on a vicious cycle of long term
financial unviabilitv.

It is very clear that KWn has to becomc morc financially indcpcndcnt. ln thc short tcr.m,
KWA has to at least meet O&M costs from its revenues. In the medium term, KWA should
be able to generate finances to rehabiritate existing projects and schemes that it retains. rn
the long term, KWA should be able to meet its capital costs from its own resources. with
government subsidy onry for water provided for BpL consumers. GoK may be prepared for
one time grant to crear the barance sheet but KwA w r have to be financiafly independent in
the future. GoK may support some capital costs but operation and maintenance costs have
to be recovered by KWA. GoK may support rehabilitation of necessary infrastructure before
the distribution systems are handed over to local bodies (Municipal governments/
panchayaths/ beneficiary groups).

KWA cannot survive with the current capitar and operationar costs, as the end consumer
cannot absorb the high costs of this essentiar consumabre, and the government does not
have the finances to cover the capitor and revenuc shortfaI to arrow KWA to break cven.
Firrt, efforts should focus on eliminating avoidabre operationar costs, incruding non-revenu€
water.

Simultaneously, efforts to connect to consumers by addressing their concerns and
improving services, and also efforts to improve image so that tariff revision, if required, will
be acceptable in the future. second, there has been an excessive focus on adding capacity in
the past and not enough attention to the operational costs and the cost of maintenance
/rehabilitation of the schemes over its lifetime. Huge assets ore underutili?ed because 3

56



tB/

t.'

*,1

@

@

E"$

s
1,,j

&'
s
s
s,

p
p

b
0
t
D

b'
t.
)

)

)

t
t
t
).

!
)'

t

)

)

)

sma, portion of the asset is not compreted or nor functionar. This adds to the financialprobtems at KWA. Further, efforts. should focus on reducing avoidable capital costs byrmprovrng proJect estimates, tendering and execution to bring assets to revenue generation
stage at the earliest. With improvements KWA is capable of bieaking.u.n or.u"i g*.;lfunds for rehabiritation pro.iects based on its own revenues at current tariff rates afteroperational and capitar costs are brought under contror. Further, with improved serviceperformance to the consumers, the willingness to pay will be higher, and it will be feasibleto raise tariffs, so that in the Iong run, KWA will be self_financing on a no_profit and no_lossbasis for all its capitaland operational requirements.

Human Resources

KWA is not attractive for high skilled workforce. As the lndian economy and the Keralaeconomy evolve and provide better c€reer prospects for young qualified people, gettinghuman resources for the long term viability of KWA will be a chailenge, gl""n otfr",. Jpt,oi!for talent. We understand that ev.en Iong term high performing employees are leaving forother opportunities. poor ski, wi, perpetuate the vicious cy-cre of non-performance tobecoming an unattractive employer to further non_p"ior,n.n.". KWA needs tosimultaneousry improve performance and internar working crimate to become an attractiveemployer for the right kind of talent to remain vjable in the long run

Contra ctors/Suppliers

KWA is unattractive for high cariber suppriers/ contractors. outdated estimation prucesses.and standards, inefficient tendering proccss, delays in award of contract, impracticalimplementation norms, delays in payment, and corruption keep good .";;;;.;;:;;;;;.
severar good rocar contractors find it better to dear with rarge pavate companies in thedomain rather than work with KWA. Arso, poor contractor management reads to ritigationwith the contractors who do participate. And courts award reliJr to contractors as KWAcannot defend its case due to poor paper work and poor regar support rerative to contractor

KwA needs to change its internat processes and decision authority to dear with contractors
better and make rtserf attractive for good contractors. KWA needs to run a transparent
tendering and contact management system. KWA needs to improvc its interface with
contractors and suppriers to work like a partner (rather than adversary) to address societal
needs for water. philosophically, KWA needs to ensure that contractors are able to earn
money in a regitimate manner' Then only KWA wit be abre to derive benefit frorn Lherelationships. For example, (n) timFly allocation of contracts, (b) rates in thc contract should
reflect market realities, (c) contractors should be paid on time _ irrespective of delays dueto coordination issues with other government departments such as pwD, (d) rewarding
contractors for completing thc project before time
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€lectricity

Electricity is a key resource for KWA. The electricity charges are very large. KWA needs to
improve its efficiency in terms of power consumption. They need to reprace ord equipment
with efficient equipment and improve monitoring of consumption to improve efficiencies.
Further, KWA needs to negotiate with KEg for better power rates

Benficiary Groups

Beneficiary groups want good quality water, with regular supply, and good grievance
handling procedures. Happy consumers are prepareC to pay more if service improves.
However, the poor may be unable to pay more but are willing to cooperate and take
responsibility to bring down costs. KWA needs to engage more closely with beneficiary
groups, local governments, and consumers to understand their concerns and address them
proactively.

One possible way of dealing with many of the complaints from beneficiary groups is to
handover the distribution (including operations and maintenance and revenue collection to
local bodies. All the bodies are rikery to have more community ownership, good revenue
collection, and low operation and maintenance costs.

3.4 Top Level governance structure

The hi8hesl levei body that toverns the KWA ls the board . lt consists of a Chairman, a
Managing Dlrector, Secretary to Government (Water Supply), Secretary to Government
{Finance), Secretary to Government (Local Administration), Secretary to Government (Rural
Development), two members representing the local bodies, two members appointed by ihe
Government of which one shourd be of the sc/sr communitv, a Technicar Member and
Accounts Member.

whiie the size of the board is reasonabre, it appears that the representation from the
government is too high. lt appears that since the senior secretaries from the government
have to balance several engagements, they often do not have the time to attend to the
issues of KWA and often have to miss some of the meetings. rdea|y, there shourd be greater
representation from user groups on the board to ensure greater public participation in
decisions of the organization.

Further it appears that the tenures of cEos and members hinder Iong term vision and
strategy. lt would be nice if KWA llas sorrre stdLirily ,{l Irrp rof} execrtive rever to provicie a
new vision and implement it.

3.5 Creation of a State Level Regulatory Authority

ln the emerging environment it is onry naturar to expect that KWA shourd seek greater
autonomy from the government. lt should become an autonomous water services provider
witlr Llre abiliLy to manage its affalrs most effectlvely and efficiently in its domain. tt can be
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effective and efficient if it adopts more streamlined processes {and gives up some processes
that are essential in the government) in terms of estimation, tendering, and
implementation. lt should also be able to segment the consumer groups and charge
different charges etc.

ln order for this to happen, it is necessary that the government create a separate regulator
in the sector to assess the economics of water supply in Kerala and then fix tariffs. lt cannot
allow KWA to fix prices on its own and political compulsions will not allow the government
to approve changes in prices on its own. lt is best that an independent regulator have the
responsibility of keeping the interest of KWA and the consuming public while approving
changes in tariff. Separate regulator for the water sector as in the case of Electricity with
help. (we understand that Maharashtra already has a regulator although its success is not
yet known and Gujarat is planning to have one). Some KWA emptovees can be on
deputation to regulator. The regulator to monitor the sector - projects quality, water
quality, tariff

3.6 Vision for KWA in the emerging Environment

As KWA prepares its vision for the emerging environment it is very clear that it has to work
towards becoming a more financially viable organization than lt is currently. However, it is
clear that no privatization of KWA direct or indirect is an option that will be acceptable in
the state of Kerala. lt will definitely be opposed by the executives and staff unions of the
KWA employees. There is support for making KWA more financially independent with a view
to "Social viability" rather than mere ,,commercial viabilih,/, . We agree with that sentiment
and hope that KWA can create a vision that ls sultable to the context of Kerala.

KWA should be run on a no-loss and no-profit basis. Economic efficiency should not focus on
profits but on reducing the cost of water to the public, particula.ly the poor. GoveTnment
may subsidize water for certain groups, but KWA should be compensated for it

In order to achieve its new mission KWA can be reorganized but not restructured drasticallv
to increase private ownership. rn other words, KWA employees cannot be reduced.
However, KwA employccs can be reassigned/ transferred and new roles defined. Further. if
required there can be a reduction in contract labour and also a reduced reliance on
contractors for regular work

KWA should aspire to be best service provider in the water and sanitation sector in India.
The parameters of importance are clear in chapter 2 and KWA should aspire to be on the
top or near the top on all parameters. In order to pursue this vision, KWA needs some short
ternt and soute lofrg teln r sttatctsic5.

In the short run, KWA needs to move from suppry driven approach to demand driven
approach. tu oI now there is very little involvement of consumer groups or beneficiary
groups in the planning and execution of schemes - there is a need to understand the needs
of the general public in the planning and execution of schemes to help them address the
needs directly. KWA needs to build credibility among the people which as of now is verv
pour. lI needs to improve quallty and supply of water and also address complalnts, technical
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or commercial, better. There needs to be a headon drive on cost cutting and efficiency
rmprovements which are known to aI invorved but not addressed because of rack of
professional thinking. There is a need to consoridation of existing schemes and pran
expansion based on integrated thinking without thinking in terms of addition of new
capacity and capital expenditure. lt should be clear to KWA that it is not not possible to raise
tariffs in the near future unress there is a substantive improvement in service. However,
there may be scope to increase tariff only after internal efficiencies have been obtained and
there is public support for the increase. {Even if there is an independent regulator, it is
unlikely to permit tariff increases if KWA does not improve on its technicar and financial
efficiency as it will be forced to protect the interest of the general pubric, particularrv the
DOOr,)

In the long run, KWA may be able to function in the way envisaged by the current changes in
the sector. lt will have to make a transition to arign with Gor and coK policies in the long
term and not hope that it can go back to the days in which it was a department of the
government. Once the short run strategjes start bearing fruit, it can examine the
possibilities of raising tarigss. whire the poor need cheap and good quality water and may
need lower prices based on consumption, the rich are capable/willing to pay more once the
series improve. Better services to people (particularly poor) and a better public grievance
addressing system is required.

KWA should focus on production and transportation of burk portabre water. KWA shourd be
responsible for operation and maintenance of production and transportation svstems with
some reliance on contract partners. Distribution to homes/street taps can be handed over
to local urban bodies/local governments/beneficiary groups. KWA will obtaln revenues
bascd on metering of bulk water at puinl of trandover to dlstrlbution agency (urban
body/local government/etc). Local bodies/local governments/ beneficiary groups wijl be
responsible for operation and maintenance of distribution system> However, they mav
retain KWA for consulting and advice for a fee.

KWA should also look at broadening is scope of operations. sanitation is a part of KWA
mandate but currently neglected in vision/strategy with focus mainly on water. KWA needs
to be ready to implement sanitation projects. Some KWA staff may need to be deputed to
local bodies as consultants/advisors to help transition.

In future, KWA should examine the possibirity of dcveroprng infrastructure for duar water
supply { portable and raw water ). while the initial capital costs will be high the o& M costs
will be lower making the overalr rifetime costs of the schemes rower. of course, KWA shourd
examine possibility of dual water suppry infrasLructure onry after the existing infrastructure
is rehabilittsted.D
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Chapter 4

Organizational Rearrangement

4.1 lntroduction

As an organization, KWA seems to be encountering two kinds of problems - there is a high

degree of procedural delay in approval and implementation of new projects and there is

high degree of inefficiencies in its operations and maintenance of assets. On the field, we

heard comments such as "KWA is perpetually in the project mode" and "Project activities

are deemed to be much more prestiglous in KWA when compared to operations and

maintenance activities". This has resulted in inadequate attention being paid to day to day

operations of KWA. Paradoxically, KWA'S orientation towards projects has not resulted in

efficient implementation of its project activities either. A significant portion of such

inefficiencies in project implementation is a result of the procedural lacunas present in the

approval process. This has been separately dealt with in Chapter 5. Thus, the focus of this

chapter is to design an organization structure that would enable KWA in doing effectively

whatever activity it undertakes. Since data collection and record keeping is rather poor in

KWA, our assessment of KWA'S present situation with respect to adequacies or

inadequacies of its structure is based on primary data that we collected through in-depth

interviews with various stakeholders. Thus, in some places, to strengthen our arguments,

we have used quotations from our interviews,

The key idea that we propose with respect to organizational rearrangement is complete

5epdrdLiur uf prujecL based acl"ivil.ies frr.lnr operaLion5 drd trdirl[erarrre auLivilies. Wltile lltis

separation is already present at the field level, the Chief Engineers at KWA are resporlsible

for looking after both project activities and activities pertaining to operations and

maintenance. We propose separation of these disparate activities at the level of Chief

Engineer as a signaling devise so that over a period of time, KWA can create specialized

divisions looking after each of these activities. This specialization, which is hitherto missing

in KWA, will be a key enabler for developing excellence in all its activities - be it project

execution or efficient running of operations. However, such specialization in structure can

be achieved through various means, each with its advantages and disadvantages. The

following sections describe the rationale behind our suggestion, which is followed by

di5cussion of variou! 5tructural alternative5 that KWA can adopt.

4.2 Operationat Ineff iciencies

The most vlslble and significant impact of operatlonal lnefflclency at KWA ls lts Non Revenue

Water (NRW). ln the absence of proper data, estimates of NRW vary between 45-50% of
total water that is delivered by KWA. That NRW is a big source of KWA'S operational

inefficiency is well known within the organization. lt has also been pointed out by multlple

external agencies and consultants who have been employed from time to time by KWA.

However, no improvement in the efficiency (through reduction of NRW) seemed to have

happened in KWA, despite this awareness. In fact, this is an endemic characteristics of most

of KWA'5 probletlrs - the probler]rs have beetr well known fol quite sonre tinle (as external
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consultants, we did not need to spend much effort in knowing about theml), yet there is
very little remedial action that is being taken by the organization to systematically deal with
the problems and remedying them, a phenomenon known as the "knowing -dojng gap,, in
academic literature on organization learning.

While there are several reasons for such high NRW at KWA, the following have been
identified to be significant

There is no reliable estimate of the total water that is being pumped and supplied by
KWA, in the absence of which, there is no reliable estimate of NRW. Some KWA
employees believe that they "operate on hypothetical figures". There is no robust
method of collecting data pertaining to installed capacity or capacity utilization and
information that exists in the system is not up to date. KWA personnel pointed out that
there is less than adequate number of properly functioning bulk meters at points of
geheration, distribution, overhead tanks and water treatment plants. Neither is there
much information about the points at which the water is being lost. Given that water is
the only product and service that KWA produces / delivers, it is very surprising that KWA
does not have a reliable estimate of its production figures. For an enterprise
manufacturing widgets, this is equivalent to saying that it does not have reliable
estimates of how many widgets it produces and how many it is able to sell. On one hand,
this indicates a complete lack of business orientation of KWA. On the other hand, this
might also point to a high degree of apathy among employees and leadership towards
making KWA a financially viable organization.

There is poor maintenance oI existing assets such as pipes and motors resulting in high
degree of leakage from the system. In the absence of proper tools for asset
management, assets are not fully accounted for. Maintenance, if at all, is done in an ad-
hoc manner without any proper schedule and planning. Neither is there any system of
preventive maintenance at KWA, resulting in redustion of operative lives of its assets. lt
was pointed to us that many of the operational and maintenance activities were being
carried out by employees and contractors who are technically not qualified to deal with
the complexities of the machinery. Therefore, they might be doing further damage to
the system because of their ignorance, rather than maintaining the system at high
degree of performance. We were also told that while KWA had purchased state-of-the-
art leak detection units some years ago, they are till date lying unutilized for various
reasons, primary onc being employees who were trained for usinB 5uch equipment were
eventually transferred to other divisions ofthe orsanization.

KWA earns revenue from its customers by charging them for water usage. This water
usage is supposed tg be rlru|lit(,reri throLteh meters Installed at points of consumption,
Thus, installation and maintenance of water meters as well as taking proper readings
from the meter for billing the customer is a critical activity for KWA that has direct
impact on the revenue that it generates. However, as-an organization, KWA does not
seem to be paying adequate attention to this critical activity. For various reasons, the
task of meter reading has been extensively outsourced and there ls little in terms of
monitoring that KWA ca n undertake to ensure that the meter readers are doing their job
adequately. Tlrere is no performance ll0ked incentives, erther for KWA emplovees or the
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contractors. There are several indications from the field about inadequacies in the meter
reading system - meter readings are infrequent and irregular in many ptaces and there
are customer complaints about wrong readings that result in improper bill values. The
problem is worse in remote areas where unofficial estimates suggest that more than
30% of the water meters are non functional. The billing and meter reading cycles are
much longer than what is desired and customers do not always get adequate response
or service of a desired quality from KWA when their water meters stop functioning or
start to malfunction. Meters are not standardized, nor are standard procedures followed
while taking readings from the meters. Many a times the meter readers come back from
the field without measuring the water usage because either the meters were
malfunctioning, or they could not be read properly or the consumer was not available in
their residence. Needless to say, all these issues can be resolved by following proper
procedures, the absence of which creates potential for loss of revenue to KWA as well as
possibilities of malpractices on the field.

It is palpable that there is very low degree of motivation among field employees at KWA.
Many aspects of the job that they do are routine. Given that transfers of field level
operators to other kind of jobs is very raTe in KWA, most employees are likely to find
their jobs monotonous a nd uninteresting, resulting in lack of commitment. Thus, there is
little initiative or urge to rectify problems. which results in inordinate delays, sometimes
as high as three to four months especially ln the rural areas, to repair and make the
system up and running. This results in customer dissatisfaction and loss of revenue for
KWA. Field level employees do not have any incentive for performance, neither are thev
provided adequate training to do their jobs better. Moreover, since significant part of
the field level work has beer'r outsourced and are belng done through contractors, some
employees fcel LlrdI operations and maintenance is not therr responsibility and should
be done by the contractors. There is very little that KWA can do at dresent to instill
accountability in the system, especially when it comes to the merer reaoers, even
though they are a critical last-mile link for KWA,S revenue generation and financial
viability.

In KWA, there seems to be lack of ownership when it comes to operations and
maintenance. Senior management seems to be perennially busy with new projects
resulting in inadequate attention being paid to field level activities such as operations
and maintenance. For example, one of the largest cost iterns on KWA,S p&L is electricity
chargcs. Several engineers confirmed that KWA'S electricity consumpflon can be
reduced considerably by increasing efficiency of its motors. While some of these might
involve replacement of old motors with new ones that are energy efficient, it would also
need periodic preventive maintenance of existing motor and conducting of periodic
energy Eudits to understand errergy t:onrumption patterns. However, these do not seem
to be the priority areas for KWA, Instead, the focus of the organization seems to be
"laying of n€w pipelines and increasing capacity rather than better utilization of existing
capacity". lt rs also surprising to note that operations and maintenance costs are not
factored in cost estimation and viability assessment of new projects at KWA. Thus, it is
possible that many of the projects that KWA is undertaking will bicome infeasible if the
operations and maintenance costs are factored in. Moreover, undertaking projects
without pr uper pldnning for lts malntenance might result In making decisions that would

63



Gp

?,

6l,l

s
s
@

G9.

J\IJ

result in high maintenance costs in future. overall, it confirms that there is a lack of
adequate engagement in KWA, at every level of the organization, with issues pertaining
to operation and maintenance management. rt has also been suggested that the focus of
new projects rather than 

'ncreasing 
efficiency of the existing system is driven sometimes

by political compulsions where increasing capacity and the number of connections gets
greater media attention and political mileage, We are not suggesting that KWA should
stop providing new connections or stop doing new projects. We are recommending that
new projects should not be done ot the cost of inadequate attention being paid to field
level operations and maintenance activities, especially because KWA is facing a huge
crisis in its financial viability, largely because of its NRW.

4.3 Structural Changes - Various Options

The scope of our project does not involve providing technical solutions to KWA for reducing
its NRW and other procedural efficiencies. There are enough qualified engineers and
expertise at KWA who know how to increase operational efficiency and what needs to be
done for preventive maintenance of KWA'S assets. lt is our hypothesis that it is the /ock of
intent dnd odequate dttention rather than lack of expertise that is causing operational
inefficiency at KWA. lf an organization such KWA that has a rich pool of talent and expertise
applies itself to have a meaningful engagement with its operational issues. it should be able
to solve most of its problems. Thus, it is necessary to design a suitable organization
structure that will facilitate KWA providing adequate attention to its operational problems.
Organization structure creates the macro-environment within the organization that provides
direction to the process of decision making. lt signals to decision makers issues that thev
need to prioritize and focus orr a,td drdws boundaries around their responsibillues. lt is to
farilit!te adcqudLe arrtl undivided attention on KWA'S operatlonal and maintenance (O&M)
issues that we propose a complete separation of jts project and O&M departments, up to
the level of Chief Engineer.

In an ideally designed organization, one should not need to make tradeoffs between dojng
new projects and getting the best out of existing assets. Tradeoffs happen between new
projects and O&M of existing infrastructure because of fundamental difference in nature
these two activities. Similar tradeoffs ore observed betwccn sales and services of
engineering enterprises and the conflict of interest that might arise because of the differing
nature of these activities are dealt with by separation and creation of dedicated units in the
organization structure, whcrcvcr feasible. A significant advantage of dedicated units is their
ability to focus on a particular domain and thus develop specialized skills and comDetencies
within that domain. To senior management, it provides greater ability to allocate
respor'rsibilities, set expectations and monitor performance on sharper parameters.

Apart from lmproving its operational parameters (such as reduction of NRW) KWA also
needs to develop and nurture competency in operations and maintenance because in

future, there is a significant opportunity for KWA to monetize such competeflcies. KWA
today is not known for its competencies in the dornain of operations and maintenance.
Some of the urban customers whom we interviewed expressed their desirability to pay KWA
more if it delivers better service. However, many of them seemed apprehensive about
KWA'5 ability to inrprove its ser vice levels. lrr a fullowing chapter we have argued that KWA
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should decentralize many of its present operations to local bodies and communities.
Experlence with local bodies so far indicate that while they are able to take care of water
production and management issues under normal / usual circumstances, they do not have

the technical competencies to deal with complex issues of infrastructure maintenance. lt is

here that KWA can play a significant role even in operations that have been handed over to
local bodies - by providing them consulting seTvices on maintenance issues, doing periodic
preventive maintenance as well as operational audits and by charging the local bodies
reasonable fees for the consulting services delivered. For this to happen, KWA must be seen
as an organization that possesses specialized skills and competencies in maintenance of
technologically complex infrastructure for water and sanitation services.

Figure 4.1 provides a high level organogram of KWA, as adopted from Organization Review
reDort bv TEC Consortium in 2005.
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As can be seen irom the diagram, KWA largely follows a regional structure where activities
pertaining to the region fall under the purview of the Chief Engineer {CE) of the region.
ThUs, the CE is singularly responsible for approval and implementation of ncw projccts on
one hand and operations of his or her region on the other hand. A regional struqture such as

the above is well suited for delivering regional responsiveness and needs to be followed
where there is considerable difference between one region and another, either in terms of
customer demands or in terms of organizational capability, which in trrrn determine sLtpply
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and comDetitive capabilitles. The drawback of such a structure is lack of specialization -
when the region is supposed to deliver on multiple fronts, it finds difficulty to focus on and

develop in-depth expertise on any single dimension.

It is our assessrnent that the different regions in Kerala where KWA operates are not so

different from one another that they demand regional specializations or responses that

needs to be designed for specific region. lnstead, KWA needs to develop in depth expertise

in matters pertaining to operations and maintenance. This can only be achieved if there is

complete separation of roles and responsibilities between new projects and 0&M at every

structural level of the organization. A senior executive at the level of a Chief Engineer should

be made entirelv responsible for O&M activities to bring in the focus that is needed in this

domain. His or her sole responsibility will be monitoring and improving operational

parameters of KWA and s/he will be evaluated based on what KWA'5 performance on O&M

parameters. S/he will be responsible for developing a specialized O&M team that will, over a

period of time, become indispensable for any strategic direction that KwA decides to adopt.

As a repository of knowledge and expertise, KWA'S dedicated O&M team will provide

important inputs to any projects that KWA decides to undertake as well as work towards

developing a business model where it can provide consultancy services to other

organizations involved in providing water and sanitation services within or outside the state.

It is thus not inconceivable that over a period of time the dedicated o&M units will become

profit centres on their own, thus creating a high degree of motivation among its team

members for being able to provide value added services rather than being involved in

routine activities as O&M is viewed within the organization today

O|lle it is rlecidetl Lc.r structurally separate O&M from Project management, the next

question arises about their locatlon - where should the o&M and the Project team lle In the

organizational hierarchy - whether they should be regional units or whether they should be

corporate units. The least disruptive option is to keep both the functions at the regional

level. This implies that the current role of the cE in each of the regions will be divided into

project responsibilities and responsibilities pertaining to o&M and allocated to two cEs. This

option is shown in figure 4.2

Filure 4.2
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While this option might be easy to implement, it will need the creation of new posts and
might result ln creation of two power centres at every regional level. lt should also be kept
in mind that while O&M will have several activjties that need to be regionally responsive,
there is considerable scale and scope economies that can be gained by making project
approval and management a centralized activity that works closely wit the office of the
Managing Director. This gives tise to the second option that is shown in figure 4.3

Figure 4.3

Given th€ large number of projects that KWA is involved at with at any point of time, both in
terms of appraisal and implementation, it is possible that the new proposed structure in
option 2 might create unmanageable load on the Chief Engineer who is made responsible
for projects at the centre. Therefore, we have presented below two other option6 which,
instead of dividing the work into two parts of Projects and O&M, further dividcs project

work into appraisal and implementation activities. The two corresponding options, one
purely regional and one that centralizes project functions is depicted in figure 4.4

Fiqure 4.4
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The final choice between these four options will have to be made based on availability of
resources as well as analysis of workload, some of which will be addressed during the
implementation phase of our project. At this stage, we feel option 2 to be the most feasjble,
since it makes a balanced allocation of responsibilities between the regions and the
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OpTION 2: Centralized Project Manasement
with Dece ntraiized O &M

OPTlOfl 4: Centrallzed Prci.ct Manar.ment
with De.€n!r.lized O &M
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corporate centre. lt also has the added advantage of requiring to create only one addjtionaJpost of CE Pro.jects. 2

4.4 Managing the Change process

structural changes need to be matched with behavioral changes rn order to achieve thedesired objective. Therefore the rmptementation of the proposed cnanges should beplanned with care - erse the change mana*ement effort wit fair. Given that project activities
have been traditionally viewed to be prestigious within KWA, CE projects might become acoveted position and there might be competition among existing CEs to get into thatpositlon' KWA has severar options to dear with such a scenario. First, rt might try and recruit
someone from outside KWA who has proven expertise in project executton. Else KWA mightlook into the records of existing CEs and appoint the one who has the most impeccable
record in terms of executing projects at KWA. Whichever option KWA decides to adopt, itmust make sure that the process of appointment is seen to be fair and transparent and it
lays down clear deliverables for the new appointee on which his / her performance will bejudged lt is also equally important to convey to the organization about the renewed
rmportance that KWA wants to put on O&M and to communicate the message that this
structurar change has been brought about so that regionar teams focus on making significant
and positive improvement in O&M, without having to dissipate their energy on matterspertaining to project appraisal and implementation. Such communrcation needs to be
compremented with changes in incentive structure so that being part of the regionar o&M
team and developing expertise in that domain becomes professionally attractive and
financially rewarding for the employees.
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r KWA'S lS Working Committee has done some analysis in this regard and come up with a structuGl
recommendation that is similar to one of the possible options suggested above. This
recommendation is added in Appendix 3. while the recommendation is fairly detailed, the basis for
making a 

'hoire needs to be verified and the pro5 and con5 0f thc option cho5en vis. s vis. other
possible options needs to be clearly understood by llMB before a final decisron can be made
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Chapter 5

Organizational Processes and Procedures

5.1 Introduction

The organization structure, including the staffing pattern of the organization, provides the
static capabilities, or potential, available to an organization to achieve its objectives. The
organizational prbcesses and procedures, including the organizational culture, provide the
dynamic capabilities of the organization to convert the potential to actual achievement of
results. In this chapter, we examine the critical processes to assess the extent to which the
support or hinder the organization from fulfilling the potential that is available. KWA is

experiencing a change in its environment that requires it to be more responsive to its
external stakeholders both in terms of the types of issues that require attention and the
speed at which they are addressed. The organizational processes that performed reasonably
well when the external stakeholders were not empowered and the only significant
stakeholder that needed to be addressed was the government now need to change to fit the
new envrronment.

5.2 Degree of Centralization/Delegation of Power

It is weu known that organizations that operate in a stable environment can do quite well
with high levels of centralizations that reserve decision making power/authority to the
highest level rr-rle: in the or8anizatlon. In a stable environment, there are very tew triggers
fiorrr [lre environment that require a quick organrzational response so high centralization
does not hurt the performance of an organization. KWA has performed reasonably in the
past. However, there is a need for dece ntra lization to take decision making authorityto the
level at which executives engage with the external stakeholders so that they can improve
the quality of decision making by incorporating local information into decision making.
Further, decentralization will improve the speed of response to external triggers. As the
people have been exposed to high quality responses from other organizations in Kerala and
some have experienced high quality services outside Kerala, their expectations from KWA
has changed and there is strong pressure for KWA to change the level of centralization.

5.2.1 Autonomy from the State Government

As already discussed in Section 3.5, autonomy for KWA to make its own decisions is

inlportirnt. The need to decentralize and delegate power starts with the need for greater
autonomy from the governnrEtlt. Sinc|.l lire KWA was formed from the PHED department, rt

still functions as a department of the government rather than an autonomous organization.
The administrative, financial and technical powers in practice are that should reside with the
KWA Board are strll rn exercised by the ministry. However, some of this has been

necessitated because KWA has not been able to achieve financial independence and relies
heavily on the government for not only capital expenditure but also for operating expenses.

For example, the approval of the government is required for all projects with expenditure of
more tlran Rs.5 urure. Since manv admlnlstratlve and technical decrsrons also have tinancial
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implications the ministry is likely to change very slowly under current circumstances. some
of the su8gestion for autonomy may not be implementable unless the financial autonomy is
achieved.

The GoK and the ministry should be jnvolved in influencing the decisions at KWA through
policy directives and legislation and allow KWA to operate within the space created rather
than retain sanctioning authority for projects as well as operations. The KWA board should
be delegated most of the decision making that is currently with the GoK. Some changes in
this direction have already been implemented but more is required.

However, there is also a political angle to the decision to provide autonomy to KWA. Water
is very important from the public point of view. lt is seen as the right of the public to obtain
regular good quality water. Despite all its shortcomings, KWA still caters to a big public
need, and the government may be reluctant to provide autonomy to KWA if it apprehends
that autonomy might lead to wors€ning water supply and cause the government to become
unpopular. Further, as suggested above, unless KWA is able to at least cover the operating
costs, and seek assistance from the government only for capital expenditures, it will be
difficult for the government not to exercise some control over KWA.

5.2.2 Delegation of Power within the organization

KWA is a geographically spread organization. lt is already subdivided structurally into
regional and sub-regional units to address needs of specific areas, and some further changes
have been submitted in this report. However, KWA will not be able to benefit from the
geographically distributed organization structure unless there is a delegation of decision
making power to lower level executives in the regional and sub-regional offices. However, as
in the case of autonomy from the government, the delegation of authority may not be
feasible or successful unless those to whom the authority is delegated take responsibility for
their decisions. Information acquired from the field suggests that executives are unwilling to
take responsibility for the power already delegated as they are unable to take responsibility
for their decisions. In the absence of a performance oriented culture they push decision
making files up the hierarchy even when it is not required.

5.2.2.1 Sanctioning of Proiects

One of the processes that takes a lot of time and adds to the inefficiencies at KWA is the
process of obtaining sanction for a project. Table 5.1 shows a typical process along with the
typical duration for each step of the process. However, a more detailed study of the
sanction process of about 90 projects for which data was available showed that the actual
duraLion in most cases ls much longer with the delays higher up in thc hierarchy are even
more. A file can be at the CEs office for about 2 months and at the MDs office for about 3

months. There is no need for repetitive scrutiny of estimates and there is a need to delegate
authority so that not all sanctions have to be made at the level of the CE or the MD.
Depending on the level of sanctioning authority (based on the new delegated powers) there
should be only one level of scrutiny after the estimates have been made before it undergoes
a final scrutiny by the sanctioning authority. Officers who have been identified as providing
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repeated erroneous estirnates and erroneous clearance for projects should be relieved of
those responsibilities.

Table 5.13

Process for Sanctioning projects with duration at each step

Step Activity Duration (days)
Section

1 Site lnspection
2 Soil classification/investi gation 7

Finalization of items reouired )
4 Rate from data book 7
5 Quantifying the items required
5 Finalization of cost estimates 4
7 Sent to Sub-division office 3

Subdivision
8 Receipt of Estimates in Subdivision (in wardine)
9 Scrutiny by DB (full form required) 7

1U Stgnrng by AEE and forwarding to Division Oftice
Division

11 Receipt of Estimates in Division (in warding) 2

12 Scrutiny by DB (full form required) 7

13 Scrutiny by TA (full form required) 5

1,4 Signing by EE and forwarding to Circle Office 5

Circle Office
15 Receipt of Estimates in Circle Office {in warding) 2

16 Scrutiny by DB (full form required) 7

77 Scrutiny by HD (fullform required) 7

18 Scrutiny by PA (full form required) 5

19 Signing by SE and forwarding to CE Office 5

CE Office
20 Receipt of Estimates in CE Office (in warding) 2

2! Scrutiny by DB (fullform required) 7

22 Scrutiny by AE 7

23 Scrutiny by AEE 5

24 Scrutiny by EE 5

Scrutiny by DCE 3

26 Signing by CE and issue of TS 2

Total L09 (over 3.5 months)

r This table is based on a table provided bl the IS Working Committee
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The time delay in sanctioning the project and the long delays in the tendering process delays
the tenders by about a year and sometimes even more. With high levels of inflation and
rising costs of inputs and labor, the commercial bids quite frequentlv exceed the sanctioned
amount. Based on a government order dated March 25, 2010 the Executive Officer can
approve excess of upto 5% on works costing Rs.25.00 lakhs, the Superintending Engineer
can approve excess of upto 5% on projects between Rs. 25.00 lakhs and Rs. 75 lakhs, while
the Chief Engineer can approve excess of upto 10% on projects upto Rs. 300.00 lakhs. All
projeqts about Rs. 300 lakhs have to be tendered by the government. When the excesses
cannot be approved the approval process requires the request be moved to the next higher
office and in many cases to be re-tendered. All the delays add to the costs and inabiljty to
respond quickly to emerging context lead to further delays.

Many of these delays can be attributed to fact that project appraisals are done in an adhoc
manner. There is a strong incentive for the KWA employees as well local politicians and
contract for the creation of additional infrastructure even though there is not enough
demand. Many projest proposals are in response to such external pressures and not related
to a real demand for the scheme. The initiate project report is prepared by AE's office, goes

through several layers for scrutiny and finally approved by SLSC (State Level Sanctioning
Committee). Typicaliy 30% of projects are approved. Once approved, it once again goes

through a cycle of dctailed report preparation

In order to avoid adhoc processes and ensure that high impact projects are speedily
sanctioned while "make work" projects are speedily rejected, KWA should have an overall
water and sanitation plan for a region/area. Projects should only be initiated if they fit with
the overall planned infrastructure , else they should go through the old process which
requires detailed scrutiny. KWA should be able generate own financial resources or borrow
on jts own to avoid reliance on government for project approval.

Delays in technical approval and financial sanction takes more time than essential,
particularly for smaller projects. Delays and old estimate rates contribute to unreasonable

financial estimates which often lead to re-tendering as sometimes estimates are off by 35-

40% despite multiple layers of scrutiny and ground up estimation. KWA does not have
proper codes for making relevant estimates (e.g., estlmates are made for manual labor even

when KWA knows that the contractor will use earth movers). While we notices a strong

emphasis on the need to develop new and accurate codes, we suggest that if a clean

sanctioning, tendering and contract granting process is established, KWA can rely on market

forces to get the best price in the market instead of updating the estimation codes.

The major delays is because technical evaluation and financial verification is done at

multlple levels without any value addition. In the terminology of process assessment, very

few of the stages add "value" to the outcomes, most add "no value" or as suggested above

add "negative value". While some stages of scrutiny add "business value" the repitive

scrutiny only adds "negative value"

We recommend that the Approval/Sanction Process should have maximum three ltages. An

executive can initiate a project as long as it is within the broader approved infrlstructure
plan for the area - this executive can be at any appropriate level. The proposal needs to be
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closely scrutinized by the next level officer who is aware of the local context and issues.
After this scrutiny it should be assumed to meet the tcchnical and financial requirements
and should be sent to the sanctioning Authority depending on the size of the budget for
budgetary compliance and final sanction. Not all projects should require approval of chief
Engineer as long as projects sanctioned are within cprtain fixed limits and also within overcll
budget approved for the Sanctioning Authority. There is need to develop a KWA estimate
sheet and keep it current so that estimates aTe correct. However, as indicated above,
absolute accuracy is not essential if the processes are transparent and fair_

In conjunction wiih these changes, the current limiti for sJnctioning projects need to be
ralir:rralized. As of now, all project wtth Rs 3 crores budgets need board approval, and even
Board has to go to ministry for approval of projects worth more than Rs. 5 crores. There
needs io be greater deleg.:tir.rrr of autl)ority for projects that conre witlrin the larger
infrastructure plans for the area. projects that are initiated within approved budgets should
be approved at lower levels in the hierarchy based on new limits. projects that deviate from
thc approvcd budget should be approved tlir uuglr Llre current process.

5.2.2.2 Tendering Processes

The delays In the sanctioning process if further complicated by the delays in the tendering
process. lt is normal expect that any water scheme should have an estimated
implementation period of 24 months. Out of this 6 months is allotted for preparation of
estimate, sanction of estimate, finalization of tender process of which sanctioning and
tender processing should take 3 months each. The remaining 1g months is estimated for
execution and commissioning.

Since KWA follows the Kerala PWD codes and manual for execution of works, the firm
period, i.e. the period during which tenders should be considered for acceptance and
finalized, is 3 months from the date of opening of the tender. In other words, a tender has
to be processed and finalized and selection notice issued within 3 months from the date of
opening.

It is typical for the tender to be received and opened at the office of an officer who is not
competent to settle the contract. The officer is normally expected to scrutinize the tender
documents and make his recommendations and tabulation statement to the next higher
officer within 1/3 of the time fixed as firm period. For example if the firm period is 3
months, the officer receiving tenders should submit the tender documents to his superior
within L month.(PwD Manual). The balance 2/3 of the time may be divided equally between
the various offices which have to deal with the tender. lf special orders of Government are
also necessary at Ieast one month tlme should be provided for consideration by
Government and only balance pcriod di5tributed between officers. We understdnd Lhat in
KWA these time limits are seldom complied. A study of the 90 projects for which data was
available showed that rarely was the firm period 3 months. In some cases it took more than
year. This has its own implications for cost escalations and re-tendering.

The reasons for this situation are many. First, as mentioned above there is improper
planning and most of these processes happens in a adhoc fashion. Like in the case of the
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sanction process there is no process thinking so files often lie of desks of executives for
extended perjods of time before they get the attention. Senior executives, such a5 the CE

and MD, who have so many files referred to them are most likely to cause delays.

Second, just like in the case of sanctioning multiple scrutiny for tenders at all offices at all
levels. lt is ironic that there are inadequate standards and norms for verification of technical
and financial implications of the tenders but the files go through numerous stages of
scrutiny. As in the case of the sanctioning process, the excessive scrutiny does not add value
as most executives do not take any real decisions. Most executives are likely to send the file
to the next stage Without any significant comments. In short, everyonc wants to be a part of
the decision makinB pruress wiLlrout sharlng responstbtltty. lhe norm for most is io evade
responsibility by passing the buck to higher level.

The recommendations for the tendering process are similar to those for the sanctioning
process. First, the levels of decision making should be reduced to 3. The first level of
decisions should be made by thc pcrson who receives the terrder. He is requlred to conduct
a detailed analysis of the tender documents and see if the technical requirements are met.
Persons evaluating the tender shall record their specific commFnts with respect to technical
and financial termg 3nd offcr thcir view regarding whetlrer Llre tender may be accepted or
rrr:,t. He tdy recommend that some technrcal proposals be accepted for financial bid while
others are rejected. His assessment and comments need to be verified by a officer at the
next level. Unless the office has substantive differences of opinion with the earlier analysis,
he should it add his comments and put it up for approval to the person with the authority to
sanction the project. All intermediary levels to which the file goes should be eliminated from
the process. After approval, the financial bid can be opened and contract can be closed with
the technically acceptable contractor with the best financial offer- ln some cases, there may
be some discussions related to the fiodncial bid and these should all be conducted at the
office of the sanctioning authority. There is no need to pass these decisions through several
layers of scrutiny. Further, all technical bids and notations by officers should be open to
scrutiny by other parties that have participated in the tender and to the public under the RTI

Act.

In order to support the 3 stage firm period, there is need to prepare a time schedule for
processrng the tender by the tender inviting authority based on the guidelines provided by
the PWD manual with specific time provided for each officer processing the offer. In

addition, a standard tender evaluation format has to be prepared so that the comments on
each tender are clearly identified and can be compared across tenders. This will make the
scrunity and authorization more efficient and also fix responsibilitv for the comments and
approvals.

To further increase the efficiency of the tendering proccs5, KWA should move to e-terrder irrg
process for all projects. This will make the whole process more transparent. All tender
announcements will be made on the KWA website and the tenders will be received
electronically. There is no need for hard copies to be submitted as is required now. Also all
observations and decisions should be entered in the e-tendering system using the common
template developed. ln the elestronic system, KWA can adopt a centralized tendering and
monitoring system for project works.
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The tendering process for several routine projects can be simplitied it KWA can prepare a

standard list of pre-qualified contractors based on the nature of the work. This will reduce

the time evaluating the technical evaluaiion of tenders. For major projects the tenders can

l-re publized widely, but for small prolects KWA can rely or'r elficient e-tenderlng with thrs
d.drn 

^f.^ntr2.t^.<

There is evidence that due the poor tendering processes and the unrealistic time it takes to
finalize the tenders, good qualified contractors do not participate in the KWA tenders. KWA

as lett to dealing with many unqualified contractors who provide speculative bids. Due to the
criticality of projects and need to avoid furthel delays, it is seerr tlral surre lende15 were
awordcd with high pcrccntage of excess and some tenders were not sanctioned with low
excess rate. lt cdused IruBe financial losses to KWA and often also leads delay for executlng
the work as the contractor who is awarded the contract is often not capable of executing
thc project. Some these problems can be overcome by preparing more realistic estimates of
the projects so the bids are more accurate and their evaluation is caiicr. Furthcr, since there
will always be changes in market conditions in a dynamic marker there should be a fixed
llmlt for tender excess to be allowed for the same nature of work. The officer provrdrng the
excess will have to document the rpasons.

The excess granting authority should also be delegated to approximate levels. As per order
No. G.O. (Rt) No. 1Z26|2O1O/PW D dated 30-7-2010, the Government has ordered that the
Schedule of rate 2010 has been prepared taking in to account the market realities and
conditions and hence no tender excess will be granted on any Government works, until
further orders. This is not realistic. lf any tender excess is not given to the works, the rates
should be at par with the market rate. In addition to the above, about 10% contract value
all have to be paid towards Income Tax, VAT, Workmen Welfare Board etc. So even if the
estimate is prepared based on the market rate, minimum 10 to 20% tender excess will have

to be paid.Hence it is pointed out that the Non-granting of tender excess is not practicable

in Kerala Water Authority as per the 2010 SoR. Also, for avoiding this situation, the time for
sanctioning the tender should be ideally less than 3 months.

5.2.2,3 Procurement Processes

The procurement for regular procurement of consumables also has similar flaws as in the
sanctioning process and tendering process.

The first step is to assess the requirements and forecast the requirements for the next
period. In order to this, the requirements are collected from the various offices of KWA and
consolidated itemwise to prepare for the tendering process. A step of rationalization the
requirements should be conducted at this stage but it is currently not done.

The second step is to obtain administrative sanction for the procurement items. In order to
obtain the sanction, the officer calculates the approximate cost based on the market rates
or last purchase rates. Based on the amount, administrative sanction is obtained form the
competent authority, Chief Engineer, MD or Kerala Water Authority Board.
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Once the sanction is approved, KWA places a tender. The purchases are made through open
tenders as item rate contract, rate contract or running contract. A tender notice showing
EMD, cost of tender form, due date of tender etc. is pubrrshed in reading Engrish ani
Malayalam newspapers and Kerara water Authority website for pubricity. tender-notice is
also send to previous tenderers, other reading firms etc. Form of tender is prepared witrr
general and special conditions of tender and list of materials to be procured. Tender forms
are priced. Tenders of Kerala water Authority are either manuar or etectronic tenders.

For manual tenders, cost of tender forms and EMD (r% of pAC) and EMD are remitted as
cash/DD. For e-tenders, remittance is as e-payment. Tenders are opened on the due date
and covers are opened depending on as one, two or three cover system. lf two or three
cover system, technical bid will only be opened on the due date. tt will be evaluated.
necessary clarifications, if required form thc tcnders, wi[ be ca|ed for arrd ;.rraced In the
Tender committee for recommendation. Based on the comr.ittees recommendation.
tenders will be accepted or rejcctcd. price bids of tecrrnic,rly accepted tenders wifl be
opened on dates fixed subsequentry, Rates wi be taburated, and the most competitive
tenderer / rates will be found out. Depending on the amount of purchase, approvars for the
tender will be obtained furrn [he respectlve authoritv.

The next stage is to place the order for tlle supplies. supply orders Incorporatrng the terms
and conditions of supply will be placed with thc eligihle tenderer and copy of thc ordcrs to
consignees. They have to execute an agreement with the purchasing officer and remit
security deposit of 5% of the cost of purchase before starting supply. Before the materials
ordered are supplied to the consignees, they are inspected by third party agencies or
department offices as decided by Kerala water Authority. For certain materiars, inspection is
done from the raw materiar to finished product at various stages and for some others
inspection is only for the finished product, before the material is released from the factorv.
For chenlicals, quality assessment is done by the euality control wing of Kerala water
Authority after the materlals are supplied at the respective site.

Payment is made by the purchasing officer or consignee depending on the supply order
conditions, after the materials received are verified and taken into account. Any defects
found for the supplied materials is rectified or defective materials replaced depending on
the supply ordcr conditions in the wafranty document. After the warranty period, security
deposit furnished by the supplier is released by the purchasing officer, deducting for all
liabilities with respect to the supply.

Just like in the case of tendering for projects, the cumbersome process dissuades reliable
contractors from participating in the procurement tenders. There is a need to re-examine
the procurement process based on the type of item being procured. KWA needs to
undertake an ABC arralysis uf Lhe procurement items, tt is based on the idea that items
need to be categorized into 3 categorles in order to better manage the procurement and
Inventory processes. Type A category products constitute about 20 % of the items
procurement but contribute to about 7o-75 % of the value of the items procured and/or
inventories. Given the criticality of such items and its impact on the organization, the
detailed process as described above may continue to be used. such procurement can be
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centralized at the head-office. Type B category items constitute about 30 % of the items and

coniribute to about 25-30% of the value. Such items can be procured at the regional offices
with minor modifications to the processes. Type C category items constitute about 50% of
the items but contribute about l-0% of the value. lt is best that such procurements be

decentralized at the project office level within broad price guidelines-

5.3. Horizontal Processes

An organization structure is organized functionally or regionally to ensure adequate staffing
for various roles, and delegation of powers/decentraliza tion of decision making powers

ensures that the top managers have adequate control over the operations. However, actual
work in the organization flows horizontally.

5.3,L Project lmplementation Procpsses

In project lmplempntation, in additron to all the procerres dircusscd above, it is required
that KWA has to interface with other agerrcies, irrcluding other government authorities and

offices. In addition to the deficiencies identified earlier that have to be remedied, KWA has

to plan in advancc to coordinate its activities witlr ul.hers in the fleld for successful
completion of the project.

We examined two projects (i) Chowara Proiect which involved the laying of a main line from
Chowara to Parur and (ii) HUDCO Project which involved a water treatment plant and laying
of several mainlines from different locations.

The Chowara Project was presented as a successful project. However, it appears that this
only suggests that there were no major coordination problems with external bodies. The
details of the project illustrates the ineffectiveness of the internal processes at KWA. The
project was estimated to be about Rs. 37 crores in 1996 but had to be revised upward to Rs.

72 crore due to improper estimation and time delays. The tenders were called in 2000 and

the submission date had to be extended 'from 20/70/2OOO to L7 /08/2OOI due to internal
problems. Finally the work was awarded on 7/3/2003 which is a gap of about a year and a

half after the tenders were received. The scheduled completion period was 24 months but it
took almost three years to complete the project with regular water supply available in April
2005 and the project fornrally commissioned in September 2006. After a war I dnty period of
two years, the scheme was handed over on llLQ/2008. A project that could have been
completed in 24 months took almost 10 years to complete and is yet seen as a success as it
has met all the technical requirements of the projects. There seems to be a lack of
appreciatjon of the financial implication in terms of cost escalation and schedule delays. As

far as the project implementation team was concerned a project that was estimated to take
24 months after award of contract took about 36 months which seems to be within
acceptable levcls of schedule delay as lorrg as tlre project delivers the technical
requirements. Even this schedule was feasible because land acquisition was not a problem.

The 1.5.86 acres of land required to be purchased for construction of clear water sump at
North Parur was acquired by invoking an urgency clause under Section 17 of Land

Acquisition Act of 1894, and the land required to lay the pipes was already public land and

the help of the District Collecter was sought to successfully remove encroachment. lt
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appears that the various approvars required form the pwD, GCDA, and the panchayat etcwas easily obtained and did not cause delay to the implementation of the project.

The HUDCO Project was presented as an unsuccessfur project. The project was undertaken
to address the acute water shortage in Kochi. The pro.iect incruded a water treatment prant
at Arwaye, main transmission mains from AIwaye to Karnakodam, from Kathrikadanu toPalluruthy, from Edappiry to vypin, and resoviours and publistiona stations at Eramkuram,
Palluruthy, Vaduthara and puthuvypin. This project was oriSinary estimated to be Rs.50
crores and obtained administrative sanction on S/S/g5.lt was revtseo upward to Rs. 5g.5
crore in 1998, and again to Rs. 135.9 on 3/L/2a04. The scheme was finaly commission on
5/70/2007 about 91/2 years after the original sanction was obtained. The onry reason this
was presented as a failure as KWA could not acquire the 15 hectares of land as this had to
be obtained from 600 separate prots. The randowners formed an association and chaflenged
the acquisition In the courts. The acqr:isifion process started in 1995 but comprcted in 2604
after the government and the KWA courd adequatery compensate the owners of the rand.
On the one liarrd it shows rhe difficulty in acquiring lancJ in Kcrala but also displays arr
inability of KWA to convince affected parties of tlre benefit of the schemes. Again in this
case cooperation from the other agencies was relatively easy to obtain.

Both these projects suggest a need to re-vamp the internar processes at KWA. Further, they
also suggest a need to take into congiderstion socictal needs and restrictic,ns wlrerr planning
schemes. Glven the difficurty in acquiring rand, KWA needs to plan for them ."*,e.. than iurifocus on technical issues with taking into consideration societar costs. rf we| understood,
the projects and routes of piperines need to be planned to reduce and eriminate societal
d isruptions.

5.3.2 Preventive Maintenance processes

operational efficiency at KWA is cruir.e low. A key reason for this is that there is no
systematic process for maintenance. one major reason is a lack of funds for preventive
maintenance. Most project budgets are focused on increasing capacity and do not envisage
the maintenance and replacement costs. Due the lack of funds, there is very little preventiie
maintenance and most of the time engineers are responding to crisis that have emerged
from failures. There is a need to deverop a preventive maintenance lystem. Managem-ent
shorld provide financial support for thcse activities and future pfojects should plan to
generate resources for the preventive maintenance.

Poor maintenance of infrastructure resurts in srow detection of reakages in pipes, even
slower rectification. Apparently, modern equipment to detect leakages have been lying
unutilized. There is no state wide scheduled maintenance of regular maintenance or
preventive maintenance. KWA needs to deverop a preventive maintenance schedure and
also a schedule for rchabilitation of infrastructure tltat is ubsulete.
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5.3.3 Public Grievance Re-dressal Processes

KWA does not have a good image in the eyes of the consurnlng public. Some of this may be
attributable to the fact that water is of public importance and any negative news related to
water is played up by the media while the positive related to KWA does not get as much
visibility. KWA has tried to open new communication channels with the public (e.g., Citizen
lournal) but the success is verv limited.

However, there are real reasons hehind the negative image of KWA. KWA has been unable
to handle the technical and commercial complaints. While some of this is due to lack of
adequate staff in the field and also lack of maintenance funds, much of it can be attributed
to lack of adequate processes. KWA has a help desk which allows people to record their
complaints - this has also not been very effective as the backend was not designed well. The
real problems are inadequate follow-up on the complaints and an inadcquotc
communicatioll wiLh the complalnant even when the complaint has been addressed. The
negative image is sustained even when KWA is actually addressing the complaints.

KWA has implemented a pilot project of Blue Brigade in Trivandrum to attend to complaints
on priority basis. while it has oddrcss some of the issues in the LiLy iL is yet to be rolled out
in other 10 cities for which it has been planned. lf implemented effectively it can go a long
way to address some of the image problems thot KWA currcntly ha d.

5,3.4 Revenue Collection Process

It is estimated that KWA collects revenues of about Rs. 300 crores has a revenue gap of
about Rs. 100 crore. Executives in KWA indicated that about 15% of this gap can be
attributed to non-revenue water which can be reduced/eliminated if adequate routine
maintenance is done, and about 35% of this gap can be attributed to obsolete technology
and aging infrastructure that might require significant capital investments. However, the
same executives also suggested that the remaining50% of the revenue gap can be covered
by improving revenue collection from the field. we did a field visit in several neighborhoods
in cochin and at the revenue collection office in the same city to understand the issues and
we are also hopeful that improvements in revenue collection can significantly improve the
financial situation of KWA-

lssues that hamper proper revenue collection range from no meters for several homes and
establishments, and faulty meters at many others to meters not being read on regular basis,
errors in bills, and finally bills not being paid. while some of these are real possibilities even
if we do not attribute further motivations to KWA employees, but we were given to
understand that corruption also has a big role to play in poor revenue collection. while it is
the job of the consumer to ensure that a good quality functioning meter is installed it is also
the role of the KWA employcc to identify establishments withour. rreters and faulty meters
to make the changes. lt appears that meter readers to not visit the field at all to able to do
these routine checks. Even when meters are read the readings are so infrequent that billing
is incorrect, and sometime the readings are wrong or based on presumed (average)
consumption. As a result consumers who are willing to pay do not pay. Lack of motivation of
employees to pursue remedial measures and corruption in the billing and collection process
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leads to revenue losses. Revenue collection can be improve by standardization of metres,
standardizing frequency of reading the meter, and providing incentives to field employees
to collect the reven u es.

As the experience of the water authority in Vijaywada suggests the revenue collection
process can be dramatically improved. Vijayawada's watdr supply system was plagued by
multiple problems. Almost like the case of KWA, it had no accurate data on various supply
parameters - flow, overflow, leakage and unaccounted water was estimated at 45% with
4700 KL overflow from reservoir, and 13138 KL purified water leokagc pcr month.

The technical problems were resolved first. A major problem that was identified was
incomplete closure and poor maintenance of valves, and an absence of alarm system
alerting the control room relating to leakages and overflows. Real time controlling and
monitoring was tound to be the key snl[tion A r:omprehensive online database setup wae

established, and data collected from sites was validated, processed and networked into a

cenlrdl ;rlace. Hence, real time data was available online to staff at headqrinrters. Any ficld
problems are relaycd to ground staff through SMS in real tir e, ensuring faster repair of
faults and alarms were installed in each reservoir to alert about overflow As a result,
unaccounted watcr was brought down to 1B%, overflows brouglrt duwrr !r-r rril. This can be a

high impact area since it wlll have direct consequence on the revenue. More than a

tcchnical issue, this seems to be a motivstion / inccntivc issuc

5.3.5 Performance Appraisal Processes

The HR Systems at KWA are poor. At the time of this study there was no top manager (the
post of CE (HR) has been abolished) with specific responsibility allocated for HR and a

holistic view of the human resources is absent. A key weakness of the HR system is the
absence of a performance appraisal system that functions. Earlier reports did stress the
need to implement a perfornlance systern but it has not be implemented so far. As a result,
external political influence plays a significant role in promotiong and roles which not only
hurt the overall performance of KWA but also demoralize the remaining staff further
burdening KWA.

While on paper there is clarity in terms of roles, the roles are defined in terms of activities
which leads to resistance in working beyond those definltions. for example, there is a clear
definition of what a meter reader is supposed to do and it is very difficult to have this
person do multiple tasks even if time permits. There are separate definitions of power which
are largely geared to expenditure limits and grant of leave etc. There is no role clarity in

terms of responsibilities. The staff morale is low as there is not much incentives to improve

the system.

5,3.6 Organlzation Culture

There is a growing realization that professionalism is important and KWA should function as

a professional organization. However, fragmented thinking currently prevails as the staff
working in their respective silos without paying attention to the larger vision of KWA.
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The stafi at KWA do not have a sense of the value of moneV and hence are unable to think
in terms of the financial efficiency of the activities of KWA. So far, although there have been
some difficulties, the government provides funds directly or underwrites the loans obtained
for KWA. There is a perception that this will cont,nue. The government is strained and has to
balance multiple requirements and staff need to be educated that inefficient function of
KWA is probably hurting the general public of Kerala by consuming resources that could be
better spent elsewhere.

There seems to be a culture of apathy, corruption, and confrontation. There are emplovee
factions due to affiliation to multiple and conflicting unions. This coexist with absence of
concerns for performance, efficiency, and quality work and very low work involvement. In
the past there has also been a strong resistance to any change that can improve efficiencies
or accountability. There is a need to establish an organizational culture of performance with
responsibility and accountability. As mentioned above, there needs tu L:e a performance
apprarsal system with reward and promotions linked to performancc. Explicit incentives to
improve operational efficiency and reduce wastages should be implcmcntcd. After that
there may be scopc to introduce pertormance related pay.

Somc employees have an attitude problem when dealing with O&M issues in the field.
Therc are incentives to be in the pfoject groups but not in customer facing roles. lhis needs
to be changed. Alcoholism is quite common at all levels in the organization - this affects
performence and image. There may be a need to implcmcnt disciplinary system to address
unacceuta blc behavior .

5.3.7 Transfer Processes and operational requirements

In order to make firm recommendations on staffing patterns and transfer policy, it is

important that accurate data is available. Unfortunately, accurate data on staff strength is

not available. We understand that about 9000 positions are sanctioned but only
approximate numbers of actual staffing is available. Further, there are varying estimates of
contract staff from 3000 to 5000, mainly in field, without accurate information about their
posting. At one level this is alarming, but also provides an opportunity to re-assign some
staff from the office to the field to take over some roles currently performed by contract
staff.

The trans[er policies and processes are not well coordinated with the operational
requirements. They are often based on the convenience of the employees and favor those
with political influence. For example, we were provided an example where there was no
chemist at the Trivandrum head water point for testing the water as the post was shifted
without attention to operational needs. Greater coordination between HR and Operations
will alleviate these problems. Transfer policies that ensure minimum tenure in key positions

to maintain continuity and also ensure adequate staffing is implemented. Without this,
stafflng levels in large cities particularly Trivandrum is very high while work suffers due to
lack of personnel in the field. The transfers should not be ad hoc. People should be aware of
theirtransfers well in advance so that they can plan both professionally and personally.

There are other consequences of poor transfer processes. There is excess staff in the offices,
particularly in the headquarters and regional offices. This leads to increased bureaucracy
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with people inventing roles to be performed. Most roles are at the offices repeat what

someone earlier in the process has already performed only adding delays in the decision

making process without adding value to the qualitY of the decision. For example, a person in

the field who may be called an "overseer" will prepare a project estimate and an equally

qualified person called a 'draftsman' posted in an office will repeat the same work or audit

the same work without adding new value. Despite so much of repetitive work there is an

abundance of faulty decision. Concentration of the staff in offices exists simultaneously with

less than adequate staff on the field. This leads to poor service experience for the

consumers. The complaints of consumers are not attended punctually and often this is

attributable to inadequate staff. Further, regular maintenance suffers due to lack of staff

which forces the staff in the field to be in crisis management mode all the time. Lack of

staffing also leads to poor meter reading and revenue collection. Inadequate staff in the

customer facing creates a vicious cycle. The high level of dissatisfaction of the public is faced

by the Staff and they try fo get transferred to non-customer facing roles Other

opportunitles for gratification provide greater incentive to be in "works" department rathcr

than in the reven[e department where employee will have to face the customer

With the implementation of lT infrastructure in KWA and subsequent role redefinitions in

the officcs, thcrc is an opportunity to correct tlre inibalarrce betweerr office and field roles.

As more staff is shifted from offices to the field, KWA will be able to reduce its dependence

on contract staff which will reduce the wagc bill and also improve the quality of service in

the field. We were given to understand that some redeployment has already started but this

needs to further emphasized to sustain the benefits.

5.3.8 Recruitment Processes

KWA has an aging employee body. In the next few years, several officers and other

employees will retire- There is a need to assess the long term needs of manpower wlth

contemporary skills for long term recruitment. (The roles as described in The Kerala Water

Authority Duties of Employees Regulation 1999 need to be revised to match the current and

future needs). Once the needs are assessed and the retirements acknowledged, the Kerala

Public Service commission need to be provided needs in advance so that new recruits join

KWA as the need arises. This requires advanced manpower planning and proactive

recruitm ent policy.

5.4 Energy efficiency

A big component of the operating costs of KWA is the electricity costs. While several

members of the KWA executive and staff emphasized the need to request KSEB to reduce

the power tariffs, several of them also indicated that almost as much can be achieved by

internal changes to reduce the consumption of electricity. There is a nccd for KWA to

implement energy audits to understand the consumption patterns to change the patterns to

save on costs. There is a need to rehabilitate and/or replace some old pumps and motors to
reduce power consumption, as well as implement a preventive maintenance system to
prevent the deterioration of equipment to maintain efficiency. Glven the high energy

consumption and hence high costs, KWA need to increase its efforts to become more energy

efflcie nt
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Chapter 6

Preparedness of the Organization to Accept Change

Any large-scale change effort involves disturbing the status quo. When organrzational

members are not aware about the rationale for change, and the direction of change efforts,

then the disturbance of rtatUs quo is likely to create skepticism and insccurity. This may

result in lack of support for implementation of the change. Often this is the most important

reason why an o rga nization-wide change effort fails. Therefore, it is very important in an

organization-wide change effort to assess whether organizational members are prepared for

the change or not.

This chapter is based on an orga nization-wide survey conducted at KWA to measure the

prepareclrress of the organlTation to accept change. Refer to Exhibit-6.1 for the survey

instrument. T20 employees of KWA participated in the survey. For demographic profile of

the participants refer to Exhibit-6.2. Exhibit-6.3 provides classification of the survey

instrument items into varioUs categories relevant for acceptability uf clrarrge, and provldeS

aggregate-level response of the participants. Exhibits 6,44 and 6.48 provide the response

for all the clemographic categories. We discuss the analy5is of the aggregate-level responses

below. Most of the times the aggregate-level response is consistent with disaggregated

responses across the demographic categories. we also discuss recommendations regarding

prioritization of change based on the possibility of success of acceptance of the change and

implementation of the cha nge.

6.1. Linkages between goals and functioning of KWA

Thc survey shows that KWA employees are ambivalent about the linkages between the

goats and objectives of KWA, and its functioning. Between 38-44% of employees perceive

that the KWSS Act 1986 provides clear direction for KWA goals and objectives; that they are

valid for KWA in today,s context; that they are well-known and agreed by all employees, and

are well implemented; and that they closely identify with the goals and objestives. However,.

between 33-36% employees disagree with these perceptions. This ambivalence is prevalent

across all the type of respondents.

Recommendation: We recommend that (1) the modified goals and objectives based on the

current organizational restructuring exercise should be clearly articulatedj (2) that the

change process should begin with clear communication to all the categories of employees,

regarding the modified goals and objectives, and how they are relevant for functioning of

KWA in today's context; and (3) that the measurement of department-level and individual

performances nccd to be aligned with the modified goals atrd objectives

6.2. External influences on the functioning of KWA

These set of items are related to the perceptions of employees regarding the influence of

policy environment and politics on KWA functioning. Regarding the influence of the policy
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environmen", enrployees are anrbivalent regarding whether the applicable systems /rules of
Government of Kerala facllitate KWA to meet its objectives; whether there is adequate
political will in the state to support a new vision for KWA, including expansion into the water
and sewerage sector; and whether KWA has smooth collaborative arrangements with
organizations in the sector to meet the needs of the public. Between 35-47% of emplovees
agree on these perceptions; while between 31,-37% of employees disagree.
Recommendation: we recommend that this ambivalence needs to be managed through
proper articulation and communication at the time of implementing cha nge.

60% of the employees do not believe that decentralizat'on of water supply to panchayats /
local bodies in rural areas will improve service to the public. This perception is consistent
with high opinion of employees regarding the technical capabilities of KWA and its relative
performance, and lack of perceived importance of financial aspects of projects, which we
discuss latef irr Llris chapter.

Recommendation: We recommend that at tlre tirrie of implementing the change, the
financial beneflts of decentra llzation should be highlighted.

65% ol the employees helieve that there is a need for a separate rcgulator to sct prices and
monitor the performance oi organizations in the sector.

Recommendation: Tlris is a desirable perceptlon consistent with the way the policy
environment is going to change. Therefore, at the time of the change, it should be nurtured.

Regarding the influence of politics on the functioning of KWA, 63% of the employees believe
that there is too much political influence in decisions related to award of contracts for
projects. There is anrbivalence about external / political influence on decisions related to
promotions a nd tra nsfers of em ployees, a nd a utonom ous fu nctioning of the KWA boa rd.

8e!9m11e!da!911 These perceptions are likely to make KWA €mployees skeptic about
sincerity and willingness of the top management in implementing the change. Therefore, we
recommend that the top management needs to dealwith these perceptions through proper
communication, backed with the required change in internal policies, at the time of
implementing the cha nge.

6, 3. Internal Functioning of KWA -Technical Aspects

These set of items are related to the technical functioning of KWA. They cover assessment
and monitoring processes, resource availability, utilization, and efficiency improvement, and
prolect management processes.

The respnndents are ambivalent about the strength of asscssment and monitoring
processes inside KWA. 33-39% of employees believe that KWA has a well-developed svstem
to monitor its programs /activities to ensure effective implementation; that KWA uses the
feedback from the monitoring system to make improvements to its services; and that KWA
regularly assesses the needs of its stakeholders (including consumers/pu blic) to make
improvements. However, 37-43% of employees disagree with these perceptions.
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The respondents are ambivalent about whether KWA properly utilizes people resources,
financial resources, and physical infrastructure, and whether the qualitv of administrative
support at KWA is excellent. However,59-69% respondents believe that KWA requires
developing a preventave maintenance system to avoid potential failures; that it requires
reducing operations and maintenance costs and becoming more efficient in energy
consum ption.

The survey provides strong srlpport that KWA needs to improve project management
processes. 70-7 6% of the respondents believe that the project management system at KWA
needs to be revamped to meet cost and schedule targets; that the estimation process for
sanctioning projects needs to be improved; and that there is a need to improve the
tendering process to attract high quality contractors.

ECqo_!IfEff_6!f_9!.. We recommend that the necessary changes be made in project
managemeDt pforesses and efficiency improvcment processes, in order to make KWA more
effective and efficient. Further, wc also recommend that proper monitoring processes
should be implemented which will ensure the embedment of the change in the
organizational settings, ond Jllow KWA to continuously improve effectiveness and efficierrcy
of technical aspects of functioning.

5.4. Relatlve Performance of KWA

These set of items measure perceptions of the survey participants regarding KWA'S relative
performance compared to other similar organizations in the last three years. The survey
provides strong support that KWA'S relative performance is superlor to other similar
organizations. 81% of the respondents believe that KWA's quality of water and services is

superior to other organizations. However, 77% ol the respondents believe that the public is

not fully aware of all the work that KWA does to improve quality of water and services..
Between 57-68% of employees believe that KWA's perfor:mance is superior to other
organizations in development of new services, ability to attract and retain essential
employees, satisfaction of customers or clients, relations between management and

employees, relations between employees in general, and relations with the government of
Kerala.

Recommendation: We recommend that the perceptions about relative performance, which
are consistent wlth other objective measures, should be widely publicized inside and

outslde KWA. This is likely to boost employee morale and pride, and make them more
supportive of the change effort. At the same time, the top management should identify
those perceptions which ar:e inconsistent with objective realities. These inconsistencies
should be communicated inside KWA and become an integral part of the implementation of
the cha nge.

6.5. Financial Viability and Resource Gener.ation

The survey results show strong skepticism regarding financial viability and resource
generation capability of KWA. The survey participants are ambivalent about whether KWA

a
p

D

t
t
t
:il

)
p
F
r$

s
?
D
p
m

0
's.

&

.9

;t
:b

p

I
t
D

I
I

85



P

p

0

,

t.
t

D.
)

)

)

)

)

D

t
)

D

t'
D"

t
)

)

t

D

)

)'

B

I
D

D

)

)

D

D

I
D

has adequate access to other {unds to support lts activities. However, 669,0 of participants
believe that the existing sources of funding are not adequate for the future financial viabilitv
of KWA; and 61% of them believe that KWA is not in a position to raise additional funds on
its own, without government support.

More than 7I% of Ihe survey participants believe that it is not possible to meet capital costs
and operation and marntenance costs of KWA from the current revenue collection. E5% of
them believe that lack of functioning meters is the major reason for non-revenlte water at
KWA, Between 60-70% of the respondents pprcpive that corruption is responsible for the
below-par revenue collection and financlal performance of KWA; and that there is a need to
confront corruption directly to improve the performance of KWA

There is a strong perception that additional revenue generation is possible. 57% of the
respondents belicve that the public in Kerala is prepared tu pay more for the water supply
that tlrey get from KWA; and rtrr.rre than 74% of thcm bplieve that charges for wJtcr
supplied to rich urban area, and fees charged for various services provided can be increased.

An important aspect of KWA culture is that while its employees take pride in technical
capabilities and technical performance; they do not consider that financial aspects and
financial performance are equally important. This is apparent in the survey results. 49% of
the respondents believe that tinancial viability of water and sanitation projects should not
influence the decisions to implement schemes.

Recommendation: We recommend that KWA needs to build and nurture a culture which
gives due importance to financial viability and resource generation. lt needs to
communicate the importance of financial viability and resource generation at the time of
implementation of the change, reinforce it through top managerial demonstrable actions,
and embed it through adoption of appropriate appraisal criteria and rewards and promotion
policies. In order to succeed in this endeavor, KWA needs to directly tackle corruption
through demonstrable actions and adoption of appropriate monitoring and control
mechanisms. KWA also needs to identify alternate source of funding to start new projects

with enough financial potential for sustainability; and explore potential for increasing

revenue collection for improving financial viability.

5.6. Growth / Expansion of KWA Offerings

These items are related to the perceptions of KWA employees about cxpandinB the service
portfolio or KWA. More than 84% of the survey respondents believe that there is a demand
to from consum ers/public to increase the services currently offered by KWA; and that tlrere
rs a demand to increase the towns/cities/ panchayats currently covered by KWA. Between

73-86% of the respondents believe that KWA has the required capacity to be responsive to
the needs of consumers / public, and expand its customer base. However, 78% of the
respondents believe that KWA needs to change its culture to become more responsive to
the needs of pu blic/com m un ities. More lhan 77% of- respondents believe that KWA has the
required capacity to diversify into other businesses such as consulting or advisory roles to
other organizations and urban and rural water schemes in Kerala, operating a water-bottling
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prant and supply to the rnarket in competiiiorr with private prayers, and taking up sewerageprojects In urban areas in Kerala.

Recommendation: These perceptions are rikery to be supportrve ot the artered goars andobjectives of KWA, and imprementation of the change. Hence KWA needs to nurture andutilize these desirable perceptions as an organizatjonai strength.

6,7, Internal Functioning of KWA _ ManaBing people and performance

These items are related to \
KWA, such as orsanization,,,l'.1;,: ffli:',ff::'rT:, :"T*r'j,,,.H::,il:i:: ;;il"
Troining and skirr improvement: More than g3% of the respondents berreve that there is aneed to improve skil rcvcrs at the senior revers aner at the fiercr rever in ur der to improve thepcrfornta tl(e uf KWA.

Recommendation: we discussecl earlier r.hat an important aspect of KWA curture rs thatwhire its emproyees take pride in technicar capabirities and technicar performance; they donot consider that financiar aspects and financiar performance are equaty important. Thisunderstanding and appreciation is essentiar for financiar viabirity of KWA. Therefore werecommend that the senior rever and frerd rever emproyees of KWA shourd undergo financiar,operations, and project management training. Additiona||y, the senior rever emproyees
should also undergo gcncral management and leadership trairrrrrg.

organizotion structure and coordination of octivities: The respondents are ambivarentabout whether the current organizationar structure of KWA adequatery supports theachievement of KWA goars and objectives. However, 66% of the respondents berieve thatKWA should keep project evaluation, project execution, and operarrons as separate entities.
Further, 87% of the respondents perceive that the performa nce of KWA can i*r prove if thereis coordination a nd cooperation across functions/groups.

Recommendation: These awareness and perceptions are likely to be supportive of theimplementation of the change. we recommend that KWA shourd be restructured in thethree divisions as each of them wourd cater to different part of the varue chain. rrris is rir<ervto improve coordination inside each of the divisions. Additionat coordinatron inside each ofthe divisions may be achieved by adopting various horizontar coordination mechanisms.
Each division may opprate with significant autonomy. Tho top management of KWA canretain control over the three divisions through budgeting process and treating each divisionsas separate activity centers to evaruatc the performance of each division separatery.
coordination across the three divisions may be achieved using appropriate tra nsfe r-pricing
mechanisms.

lnJormotion sharing ond invorvement in decision making: The respondents are ambivarent
about the degree of information sharing and invorvement in decision making inside KWA.
Between 27 -43% of the respondents agree that information sharing inside KWA is
appropriate; that the information system in KWA is adequate and strong; and that decisions
in KWA are usualy made at the rever where the best information is avairabre. However. 2g-

8'7



I

tl

l
I

,

I

I

L

I

)

t

D

D

t
t
t
I
I
D

42i/r of the respondents disagree on these aspects. 5imilar amorvarence ts
perception whether there are vested jnterests in KWA that do not want
svstem to be improved.

a pparent tn the
the inf ormation

Recommendation: we recommend that KWA needs to ensure that required informatlon is
available for decision making at the appropriate levels. Further, KWA needs to reduce this
ambivalcncc by clear communication at t.lre Lirne of implementlng the change.

work climate, individual level job sotislaction, commitment, and identification; More than
50% of the respondents perceive that KWA provides a fairly positive climate where
employees believe that they can have a positivp impact. lhey are highly involved in their
work and committed to their roles; they hive a positive attitude towards change that will
improve services; they work in harmony with each other; they are willing to take on
leadership roles and express new ideas to those in authority at KWA. nt the individual level,
significantly high percentage of employees report job satisfaction, high degree of
conlritrIre.rt, and identlflcation with KWA.

Recommendation: All this is likely to be supportive of the effective functioning of KWA, and
implementation of the change. KWA needs to nurture this type of work climate and use it in
making the change implementation effective.

Rewords, promotion and transfer: The survey response shows ambivalence about various
aspects of human resource (HR) practices, such as rewards, fair treatment of cmployees,
availability of adequate career opportunities, and whether promotions are based on merit
or favoritism. 49% of the respondents believe that one can get along at KWA by being a
good person (i.e. doesn't give trouble), regardless of the quality of your work.

Recommendation: As discussed earlier, KWA needs to reduce external political influence on
promotion and transfers. lt is essential that KWA redesigns the appraisal critcrla at each
level by aligning them with the redesigned KWA goals and objectives; that a fair, objective,
and periodical appraisal process is conducted; that rewards and promotions are linked to
performance of individuals, and that the transfers are made as per organizational or
techniaal requirement and not based on external political influence. This will ensure that a
performance-oriented culture will evolve inside KWA, which is critical for long-term financial
viabilitv and sustenance of KWA.

Miscellaneous HR aspects:84% of the respondents believe that there is a need to improve
the methods used to evaluate organizational and individual performance at KWA.8G% of
them believe that there is a need to improve the level of discipline at KWA if the
organization has to improve performance. 74% of them believe that KWA needs to transfer
excess staff in the offices to field positions to improve performance. 66% of them believe
that the roles for different positions need to be redefined, including multi-tasking, to
imorove oerforma nce at KWA.

Recommendation: All these perceptions are consistent with our earlier recommendations
on developing a performa nce-oriented culture at KWA. The wide-spread awareness and
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acceptance of the necessity of these changes are likery to suppoi-r rmprenrentation of thechange.

6.8. Overall Readiness for Change

s2% of the respondents berieve that KWA emproyees are aware about the probrems facedby thc organization and theif potentidr suruLions. Between 50-55% of them berreve thatKWA has capabirity to respond to the changing environment, and different units of KWA cancooperate in implementing this type of change. 70% of them beljeve that KWA can betransformed into a professiona|y managed organizatron with attention toeffcctiveness/efficiency. 48% of thenr berievr: tlat tire toimanagement of KWA has the wirlto sustain a change program that wit improve the performance at KWA. However, there isambivalence about the degree of resistance to change.

Recommendation: The top manaEcment of l(WA shoulcl rrtilize this awareness anrlacceptd ce to improve the eftectiveness of rmplementation ofthe chanse.
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Exhibit-6.1
Kerala Water Authoritv
Assessment of Preparedness for Chanse Questionnaire

You are requested to respond this questionnaire to help us assess the awareness among the

enrployees uf the challenges faced by KWA and their preparedness to accept and implement

change to improge to make it a professionally managed dynamic organization to meet the future
demands of consumers/public is Kerala. Your inputs will be kept confidential so please free to
respond to the best of your ability. There are no right or wrong responses - we only want to have

your independent assessment on the statements listed.

Please indicate how much you agree or disagree with each of the statements below:

SironIly

The (WSS Act 1986 provides clear direction for KwA Soals and

cnd aSre€d by all employees

I
)

D

D

,

F

$
p

p

2. The oblectivet of KwA are

^r 
ywa rn r,'idp rhFn hphevrnr

3. The objectives of KwA are well implehented throuSh speciric goals 1 2 3 4 5
and tarSets for departments/individuals '

4. The officers and staff of KWA identify closely with the Soals and 1 2 3 4 5

of water supply to panchayats/ lo.al bodies in rural

'."'c -'ll ih.rnvF rFtuirF io thc oublr

6. The Governmpnr nf {er.la system!/ruhs thet lpplv to lw^ flcilitotc 1 2 3 4 5
the organrzatron lo meet itt ob,ect'ves

7. The.e is acjequate political will in the state io support a new vition 1 2 3 4 5

8. Kwa has gmooth collabo.ative errangements w th organi-zations in

t,r" r..to. to .."t ti'" n""or ot tr,u pr"iti.l 
"''..-"- --'-- r z : + s

L There is sufficient slpport from the Sovernment to expand the role 
1

of KWA in the wate. and sewerage sector.

10. There is toc much political influenc€ in decision related to . q

p.omotiona and trin:;fe.s ofemploye* ,

11. There is tco much political infiuence in decision related to eward ot | 2 3 4 5

I
t
b

...f^rmrn.F 
^f 

o.rrniritro.< in the sF.tor.

13. The KWA Board has the autonomy to pursoe the objectives of KWA

without ete rna I in teferenc€ J' 2 1 4 5

12. There is a need for a geparate reSulator tn tPl prket and monitor

14. . XWA has a well-developed s$tem to monito. it5 programs /activities 
1

to

a
&
p'

15. (WA uses the from the monito.ing system to make I 2 3 4 5
inorovem€nts to rts servrces

16. xWA r.gotarly asscsscs thc ne€ds of lts stakeholde's (rncludrng

conru,nc,,/pubticlto nrrt'c t'npr"u.',,J"i, 
"-'-''-''--" 1 2 1 a s

7'1. (WA us€s it5 otficers and staff to the best oftheir abilities to provide I 2 3 4 5
effective se.vices to the PUblic.

18. f(wA uses its Ohysic.l facilities (buildings/equipflent) efficientlY to I 7 3 4 5

19. l(WA 
's 

able to !tilize its financial resources in the bett possible

w
l-:l

#
rE

The quality of Bdminisvative support {stores / accounts etc.) at KwA

(wA has a well developed prevenlive maintenanc€ sYstem that I 2 3 4 5
.Cdre95 poientral fa lure befo.e the occur'

22. There is tremendous scope to make KWA more €fficlent in terms of

energy consumPtion

23. There is a need to improve th€ methods used to €valuate 345
organi2ational and individual pe.formance at KwA.
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24 (V/A's curr€ni org3.l:aiL.Nn sri!ct!re adequar. , s!:ptonj
element of (Ur'A Aoals and objf.t,vrs

25. The project managedent svsrem at K!!A .eedr ro be ,ev.npeC to ;meet cost and schedule tar2ett 2345
?6 KWA h:s the capaciry ro carer ro a larBer cons,Jmer/u5er base than il

2/. (WA needs to change its culture to become more resooniv€ lo rhe

30. XWA should keep p.oject evaluation. project execltinn, inrt 2345

ne€ds oi pubiic/communitLes. 1 2 3 4 5

28. eue.yone in XWe in
ot E,tr-ation for ganct onins o.o,ects I ? 3 4 5

29. eue,_yon" in XW,l
t.ndF i.C pro(crr ro rtt.nc( hiAh qu! rtv co,nrrlrur!. 1 2 I 4 q

12345

31. The perfo.mance of KWA can improve if there is coordinarion rnd
coopcrJtlon ncros5 lunctiorq/fl roups.

32. KWA has the capacity to imp.ove the qualitv of ite warer and public
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33. (WA has the capaciiy to incr€ese rhe number of consum€r, rhrt
benefit from its services.

36.KwAhasthetechnic.l|compqtenr9tobett'u.r'os
urbanand.u.alweter schemes in l(erala- r z 3 4 5

37 KWA has the capac(y to run a wat€r botrt'n8 ptetri and supptv to rhe
ma.ret r. competition with private ptave.s. I 2 3 4 s

38. kWA h.9 the capacity to tale up sewerage p.oiects in urban areas rn
Kerala. 12345

34 KWA has the capacity to bc morc rcsponsive to the needs of

-. 
. olE!!u!li9!!.r!-!!!r!q!o..

know llow to cor.ect them.

its

41. There i3 a need to improve skill levels at the senior tevels in order to
improve the oertormance of KwA. ! 2 I 4 5

-42. There are is . need to improve the rkitt tevets at the fi€ld tevet in .
orderto improve the performa.c€ of KWA- I 2 3 4 5

43'ThereBademandtoflomio,'',,"e,'puutictoincr."'utt'"s
currently offered bv XWA 1 2 3 4 S

44.Thereisadernandtoincrea5ethetowns/c('es/pan.ha;
t2345

45. The public is not fully aware of all the wo.k that KWA doer to
improvequalityofwaterandseruices. 1 2 3 4 51 2 3

46. (WA has adequate accers to other funds (including internationat) to 2345
47. The char8es for water supplied by KWA to rich u.b.n areas can be 

1Increased, 4. 5

48. The fees charged to conluhers/public for verious other services 
1Drovided bv (WA €an b€ increa<ed

72viabrlitv ofXWA.

49- The exjsting sourcer of tunding are adequate for the future financ;at

50. KWA is in a porition to raise addition.t funds on it! own, without

51. KWA cannot meet itl operation and maintenance costs from its 1
revenue collections.

1 2aovernment tUoDon,

52. XWA lcnnot meet the cepital costs for prolects hom its revenue
collections.

53. Finencial viebilrty ol water and 5anitation proiects should not
infl!ence the decisions to implement schemes.

54. The public in Kerale is p.epared to pav more for the water supply

_ thlt they get ffom KWA.
55. Lack of functioning meters is the major reason for non-revenue

water at KWA

56. There is suffkient scope to reduc€ operation and maintenance costs

57. The employeer of XWA are committed ro their roler and tasks to
nlake (WA elrective

58. The employees of (WA have a poritive attitirde rowards change that

9l



w :rnprJV? !4rrce!

19_ Th" glfL"rg:g_!y.A]{g!]lhamony w ri e a.h other
ld;needp'o'eelol|v1AIeeadcqL.];\,'e..,;;d,o,;h*;c,.".-._-
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62. The emoloveer at XWA feel
63. The employees ere willing to take on leadefshtp roles in (WA to

64. Th€€mployeer are willh8 to express new ideas ro thore in airlhority ; 45
65. The care€r in KWA are excellent.

lam satigfied
in KWA a.e highly Involved In rheir worl.

in XWA believes that s/he can have a

I
1

1

4S

69. €rnployees are €ncourages to speal out f.anllv even when lhev are
cnncal of well-establ6hed deas.

10. Favoritism rather than merit determines who gets promotione and
tra.sfer9 in KWA.

71. You ca- 8er elon8 here bv being a good person {i.e. do.,t ci"-
trouble), regardies ofthe qualityotyourwork. - I 2 3 4 5

72. rt'!r" ir" ttiqres" o
KWA.72345

73. I am willing to put in a great deal of €fforr beyond thst.o;;h, _

expected in order to help KWA be successfut.
74. I would accept almost any type of job assjgnmenr in order to teep 

1wo.kinc for KWA.

75. I am Broud to tell
76. KWAdemandr thevery bestrn me,n theway ofjob performance. 1 

-

t l. I reallv care aboul lh€ luture ol l(wA
78. For me KWA i5 the best ot all possible organizations for which to

79'|fee|fail|vwe||satlsfiedwrthmyprg5g61;961_
8c'|fee|thathYcurlentjobi5moreintere'tin8thanoth";'J
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81. There ii a need to improve the l€vel of disciptine at KWA if the
organhation has to imp.oy-e p,eAol!!Il::_

92. (WA needs to transfer erces! staff in the oftrceg to fretd oosit,ons to
imorove oe.formance, I

83. Th€ roles for different positions need !o be redefined, including
nlutti-taskin_gr to improve performance ar KwA- 1 2 3 4 s

:.|84. KWArespondr wcltto chenges in theexternal envjronm€nr. 1 ffi.-'''..],_.

87. XWA can be transformed into a professionalty managed organization
with rttention to effectiveness/efficiency. - I 2 3 4 S

.

I 2

88. l(WA employeei are r€luctant to implement changes to the syrtem
because ofresistance from others- 1 2 3 4 s

89. The top flanagement h.s tt," \/'itt t

1

will imorovethe De.fo.mance et (wA. 7 2 3 4 5

90. Information is widely shared in KWA so thet everyon€ can g€t the

'nformation 
s/he needs when it is needed. 1 2 3 4 5

91. Oecjsions in (WA ar" u.ratty rn"d
information is avaitable. | 2 3 4 5

92. The information system in KWA is

adequ.te informataon to alldecision maker;. I z 3 4 5

93. There a.e v6ted;nterests in KWA that do ngt want the jnformarion
svst?m to be imDroved. I 2 3 4 5

94. There i! i need to confront co(uption direcrly to improve the
orKWA. ! 2 3 4 5

95. Corrupl|on is a maior problem er KWA hindel|ng its overatl

96. Everyone ln KWA is tswa.e or that revenue cottection can be
imoroved it corruotron is tackled- 1 2 3 4 5

91- Corruprion in thefield contributes to lack otrevenue coltection 1 2 3 4 5

1
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How would you compare KWA'S performance over the past three years to that of the other
organizations that do the same kind of work (your competitors) in terms of the following
oa rameters?

)

,

)

)
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I
,).
D

,'

t
,

I
)

D

I
I
9.

s
I
e
I
I
I
t
,
N

very
good

Somewhat
better

About the
same

Worse Much
worse

1. Quality of water and services 1 2 3 4 5

2. Development of new services I 2 3 5

3. Ability to attract and retain essential

emploVees.
I z 3 5

5. Satisfaction of customers or clients. 1 2 3 4 5

o. Relations between management and

emproyees.
1 2 3 4 5

7. Relations between employees in

gene ral.
1 2 3 4 5

8. Relations with the government of Kerala t 2 3 4 5
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Demosraphic Data:

Personal In{ormation

Work Profile

Gender: Male Female

Education High School 

- 

Diploma 

- 

Bachelor Master and 

-and below above

ffiiinealqua.te. Field/ Rural office

ttat,.,re of work, Engineering/Technical 

- 

Administ.ative/ Ministerial

lirst gasic Pay in Above 15oO Between 1500 
- 

Between 1000 Less than

Salary Scale and 1000 and 650 650

Years at KWA Less than 10 
- 

B9!y9!! 1Si?9 More than 20
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rr,, Exhibit-6.2: Demographic Details of KWA Survey
iw

lb Total number of respondents: 720

P Gender

,& Male:515
Female: 205

ip
. Education

lP High school and below: 131
.t lTllPDC: 32

Diploma: 194
p Ba chelor: 253

Master and a bove: 110
.9

,l Nature of Posting
- HQ/Regional HQ: 293

t Field/Rural Office:427

P Nature of Work

g Engineeringflechnical: 450
Ad ministrative / Ministerial 270

J
^ First Basic Pay in Salary Scale
) Above 1500: 466

$ 
- Between 1500 and 1000:49

Between 1000 and 650: 117
t " Less than 650: 88

't Years at KWA
p Less than 10 years: 322

Between 10-20 Vears: 191
I More than 20 years:207
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Exhibit 6.3 Aggregate Level Response across ltem Categories

Type: RC means reverse coding. Low scores on these items are desirable for KWA. On the other
items, high scores are desirable.
Total Number of respondents: 720

5trongly

1. The KWSS A.t 1986 provides €lear direction for KWA Eoak and objectrves that are still

2. The objectives of (WA are well known and agreed by all employees of KwA to Euide
theirbehavior.

3. The objectives of KWA are well implemented through spe€ific goals and tareets for

4. The office.s and ltaff of KWA identify closely with the goah and obiectives of the

72. Thpre is a need for . separate regulctor to lct pricca and monitor th. p.rformarce of

B. Perc€ptiod about inrtitutional environ|rtent/ regulatory structure / (ltems 5,5,7,9,12)

5. Decentralization of water supply to panchayats/ local bodies in .uralareas will improve

6. The Government of Ke.ala systems/rules that apply to KwA facilit.te the organiu ation to

8. XWA has smooth collaborative arrangementr with organlrations in the secto. to meet

9. There is sufticaent support from the government to erpand the role of KWA in the water

val,d for IWA today.

C. Political influ€n.e on KWA functioning (ltems 10,11,13)

16. (WA regularly assesses the needs of its nakeholders lincludin8 consumers/publ'c) to

10. Th€re is too much political influence in decision related to promotions and transfers of
emolovees.

11. There is too m!.ich political influence in decision related to award of contracts tor

15. KwA utes the f€edback monitorin8 system to make impfovements to its

prolecrs.

13. The.KWA Board has the autodomy to pursuc thc objectives of KWA without exte.nal

14. KWA has a well-develop€d system to monitor its programs

Re5ourre availabilitv and
77. KWA user its omcers and staff to the best of thei .bilities to provide effective servrces

18. KWA uses its physicalfacilities (boildings/equipmentlefficiendy to p.ovide cost effective

19. kWA is able to utilize its financi.l resources in the best Do5sible manher to imDrove cost

20. The quality of administrative slpport (!!ores /Account,

There is sufflcient scope to reduce

Pefceived need for change (internal aspectsl-B: Project Management Processes {lrems

maintenance costs at (WA,

El. Perceived need for change (inte.nal aspects)-A:

25. The p.oject management system at KWA needs to be revamped to Feet cost and

7t KWA h.t a well-developed prev.nrivc maintenance svrt.m that addresr ootelliJl
fdil!rr! before thev occur-

22. There ir tremcndou5 scope to m.kc (WA n]ore effiLier( ill Lerrj|l oI energy
uunsumptlon.
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30.

29.

23.

81.

42.

83.

27.

33.

tveryonc in (Vr'A k.o\vs that there s a need to improv. the te'idri nB proce55 to ait.act

Perceived need for change {inter.al alpects)-C: Organi?atio. Slr!cture, coordination

KWA's current or8anir.tional structure adequatel! suppo.!s the achievemeni ol XWA

(WA should keep protect evaluatron, project execLrtion, and operat,ons as separaie

The pe.forrnance of KWA can amp.ove if there rs coordinaiion and cooperalon acro99

There is a need to improve the methods used to evrluate organizational and individuai

The roles for different positions need to be redefined, including multitasking, to

Per.eived need for change (ihternal asp€ctsl-D: Performanc€ meaturement and HR

There i5 a need to improve the level of discipline at KWA if the organization he5 to

(WA needs to tranefer exce,s staff in the offices to field positions to improve

u%

86%

14%

66%

KWA has the capacity to increase the number of consumers th.t benefit from its

34. ha9 the c€pacity to be more responsive to the n€eds ot

Capacity tor diversification / expansion ol s€rvice podfolio / entering into r€lated but

KWA has the knowledge capacity to increase its contrib!tion to other organization5 in

change its cultu.e to become mo.e.egponsive to the needs of

the
81%

79%

11%

71%KWA har the technical competence to be the chosen advisor for u.ban and ru.alwater

37 (WA ha5 the capacity to run a w.l.er-bollling plant end supplY to the market in

areeg in Kerala-

86%

H. Need lor skil15

39.

--;7
l^dividua15 o.cupying poritlons of relponsibrlitY have the required 9kil15 aod knowled8e

There is a fleed to improve 5k'll leveh at the senior levels in order to imp.ove the

raise additional

Of KWA.

42.

K.

11.

There are is a need to improve the skilt levels al the field level in oder to improve

iwe employees are aware ot the problems faced by the orsaniIation and also know

how to correct them,

There is a demand to from to increase the tervices cu.rendy offered

There is a

45. The p!blic is not fully aware of all the e/ork that KWA does to imp.ove q!alitY of water

46.

50.
12.

KWA has adequate access to other funds (includins altternatioflhl) lo s('pport its

the

The fees charged to consumers/public for various other seruices provided by (WA can

increaged.
and

ih; Dublic in Kerala is prepared to Pay more for the water supplY that theY 8ct from

for th. future fi,u,,Li,ilviabilitY ot l(WA.
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5S i3cl of.!ncironing m.te15 ,s th. i,::1!r I.r ...: re!.. !e w.itr ;t tiWA ',9i1 16.r; 65%

5.J rin;noarvLabrlrty or w;ler and 5an(arion prolects should not i.fluence the deci5ions !o
Lmolement schemes RC

23% 28% 49%

M1. HR Worl cullure / climate 57-59
57 roles a^d tasks to make KWA eifecrtve r8% 14% 68%
58. The employees oi KWA have a po5itiv€ attitude towards chante lhat wil improve 11% t7% 12%

99. 19% 29% 52%
63. The employees are willing to take on leadership .oles in KWA to imorove its 14% 79% 5/%

64. The 9% 2r% 70%
61. In KWA are hiAhlv involved In !he( work. 2r% 22% 57%
68. that 5/he can have a pcsrtive imoacr 13% 2t% 67%
59. Employeei are encourages to speak out frantly even when thev are critical of we!-

established ide.s.
28% 29% 43%

]2. which hinderthe eftectiveness of KWA. RC 26% 33% 41%
M2. HR

50. The for their wort at XWA. 39% 29%
desi.ed 19% 40% 41%

62. The at XWAfeeltreated 30% 29% 41,%
65. an KWA are excellent. 32./. 32%
70. than merit d€termines who and transfers in (WA. RC 12% 32% 36%
71. You can get alonS here by being a good p€rson (i.e. don't Sive troubte), regardless of the

oualitv ofvourwork. RC
1,7% 34% 49%

t{1. lndividual Lev€l Outcomes-A: Job Satisf.€tion (ltems 66,76,79-801

56. lam satisfied with mv €areer 28% 20%
nds the very best in me in the way ofjob performance. 73% 18% 69%

lleel 72% 74% 74%
80. I feel that mv current 17% 23% 60%
N2. Commitment / ld€ntification {h€ms 73-75. 77-
73. I an willing to put in a great deal of effort beyond that norm€ttv e)(pected in order to 3% to% a1%

J4. 13% 14% 11%
others thit I am part of KWA. 9% 10%

17. care about the future of KWA. 3% 5% 9L%
78. 14%
O1. Readin€ss tor change-A: Organizational ttexibitity (ttems 84-85) (Or capacity to iniriate

and sustain change)
E4 KWA re9ponds well ro chanaes in the erternal environment. 70% 75% 5516

31% 24% 45%'
Different z4% 25% 50%

02. Readin€$ for €hange-B: Employe€s and Management (ttems 8?-891 (Or capaciry ro
iniriare and rustain chansel

87. KWA can be transformed into a professionalty managed organi2etion with ittention ro
eff ectivenest/eff icaencv.

13% 17% 1e/o

88. KWA employees a.e reluctanr to ihplement chanSes to the system because of
.esistance from others, RC

34% 29% 17%

89. The iop management has the will to 5ustain e change program th.t will improve the
oerformence at KWA.

18AA 34% 48%

and involvement in

9u, Intormanon ta wtdety shared 
'n 

KWA so that everyone can get the information 5/he
needs when it is needed.

37% 27% 43%

91. at the level informatioo is 28% 33% 38% ._
?7%-e2. The intnrmnion ryrtcrn in (WA ar ltr!,ng ond is abtc to p.ovide edegudtc illtormatton to

alldechlon makers.
30%

There are vertcd intc.cjr. in KWA that Ju rut wanl the Inlormation system to be
nrrproved.

Corruption ang its impad ort pe.f 
"r%

)7% 40% 33X

rlronl cnrrrrnri^n rlirectly to imnrovF th1 fJcr.ormJncq of (WA. 11t{ 19%
^)%22% 18% 60%,b. fveryone rn KWA rS aware of that revenue colleclion can be improved if corruDtion is t9% !9% 61%

Corruption in the n€ld contribotes to lack ofrevenue collectioo 2t% 11% 63%
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'$
b How would you compare KWA's performance over the past three years to that of the other

organizations that do the same kind of work (your competitors) in terms of the following
iA) parameters?
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R. Relative performance of KWA Very good /
Somewhat
better

About the
same

Worse /
Much worse

7. Qualily ol water and services 8r% !6"/o 2%
2. Development of new services 68% 26% 6%
3. Ability to attract and retain essential

employees.
60% 3t% 9%

5. Satisfaction of customers or clients. s1% 29% 74%
6. Relations between management and

emproyees.
6o0/o 32% 8%

7. Relations betweel employees in general. 65% 37% 5%
8. Relations with the government of Kerala 65% 28% 8%
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Broader Themes;
1. Linkages between goals and functioning of KWA

A. Clarity in goals / objectives and identifjcation ittems 1-4)
2. External influences on funqtioning of KWA

B. Perception about institutional environment / regulatory structure / (ltems 5,6,7,9,L2\,
External stakeholders excluding customers (ltem 8)

C. Political influence on KWA functioning (ltems 10,11,13)
3. Internal functioning of KWA - technical aspects

D. Strength of assessment and monitoring processes (ltems 14-16)
E1. Perceived need for change (internal aspects)-A: Resource availability and utilization,
efficiency improvement 117 -22, 56J

E2. Perceived need for change (internal aspects)-B: Project Management processes (ltems
2s,28,291

4. Relative performance of KWA

R. Relative oerformance of KWA.

K. Need for increasing awareness to outsiders (image management)
5. Financial viability and resource generation

11. Financial Viability-A: Access to Funds (ltems 46,49,50l'
12. Financial Viability-B: Revenue Generation (ltems 47-48, 51-52,54-55)
13. Financial Viability-C: lts Perceived lmportance (ltem 53)

Q. Corruption and its impact on performance (ltems 94-97)
6. Growth / expansion of KWA offerings

J. Demand for increasing service / broadening scope of customers (ltems 43, 44)
F. Capacity to irnprove servlce to the existing customers (ltems 26, 77,32-14].
G. Capacity for diversification / expansion of service portfolio / entering into related but new
businesses (ltems 35-39)

7. Internal functioning of KWA - nranagirlts people and performance

H. Need for improving skills (ltems 39, 41, 42)

E3. Perceived need for change (internal aspects)-C: Organization Structure, coordination and
roles (ltems 24,30,3Il'
E4. Perceived need for change (internal aspects)-D: Performance measurement and HR aspects
(ltems 23, 81-83)
M1. HR Aspects-A: Work culture / climate (ltems 57-59, 63-54, 67-69,72],

M2. HR Aspects-B: Rewards, Promotions, Transfers (ltems 60-52,70-71)
P. Information sharing and involvement in decision making (ltems 90-93),93: Reverse coded

N1. lndividual Level Outcomes-A: Jab Satisfaction (ltems 66,76,79-8A)
N2. lndividual Level Outcomes-B: Commitment / ldentification (ltems 73-75,77 -781

8- Overall readiness for change

l. Awareness of problems and potentialsolutions (ltem:41))

Ol. Readiness {or change-A: Organizational Flexibility (ltems 84-86) (Or capacity to initiate and
sustain cha n8e)

02. Readiness for change-B: Employees and Management (ltems 87-89) (Or capacity to initiate
afrd 5usLain cha nge)
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ChaPter 7

Recommendations and lmplementation Plan

7.1 lntroduction

In this chapter, we summarlze our key recommendations and lay out a plan for implementation of

proposed changes. while the challenges facing KWA have been well known to most of its senior

management and employees, KWA has persistently faced difficulty in implementing changes that it

rea|izedarenecessaryforits|ongtermsustainability'Eventhoughthetriggersforchangecancome
fromexternalenvironment,theimpetusforchangehastobedriveninterna||y,fromwithinthe
organization. This can only happen provided employees see a clear roadmap for change and feel

confident about positive impact if they decide to deal with the challenges of change Thus, our

recommendations throughout this report have laid considerable stress on improving internal

organizational processes in order to bring about real change in the working of KWA. ln other words,

our recommendation and implementation plans are geared towards minimizlng the "knowing -
doing gap" that seems to exist in KWA.

7.2 Changing Role of KWA

over the last decade, there has been pressure on KWA to change its role from being the only

organization responsible for supply of water and management of sewerage in Kerala to becoming a

nodal agency that works with several local bodies in delivering water and sewerage related

services, while more than 1000 rural water schemes have already been handed over to local

panchayats, there is pressure on KWA for greater delegation to local bodies, especially because in

geographrcally dispersed and rural areas, local communities are often in a better position to

manage the last mile challenges of water delivery than KWA and be financially sustainable. we have

therefore recommcnded that l(WA proactively look for opportunities to delegate water supply

schemes to local bodies wherever feasible and focus on being a facilitator and supervisory agency

implementing largely urban and more comprehensive rural water supply schemes. while KWA

should continue to develop its technological and engineering skills to retaln its position as the most

competent authority of water services management, it should be increasingly open to having

partnership with other public and private agencies. This will require KWA to acquire new

managerial and consumer management skills that will enable it to deal with civil society, non-

government and private agencies. In the short run, such delegation of activities and partnerships

might (mistakenly) be perceived as relinquishing positions of advantage for securing financial

viabilitV. However, in the long run, it will strengthen KWA'S position as the premium water services

organization in Keralc, errabling it to derive acjditiorral revenues through advisory and consulting

"rrignr.nt, 
and not get thinly spread into a variety of activities where it docs not have much

competitive advantagp. Fspecially in cases of handin6 ovcr single or multiple Panclraydt schemes to
local bodies, KWA needs to do considerable anrourrt of handholding during the transition and

provide the local communities with managerial and financial lnputs apart from technical inputs to
ensure that the communities can manage the schemes in the steady state'

In the emerging environment, KWA has no option but to become financially viable. While the social

contribution of KWA is well appreciated, there are limits to the extent KWA can depend on
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subsidies from the 51ate Government. Such dependence also reduces its operational autonomy,

increases procedural delays and creates Ereater challenges for its f nancial viabilrty. Delegatron of

re|ative|ysimp|eanddispersedwaterschemesto|ocaIbodiesisonestepinthatdirection.This
needs to be complemented by several other organizational changes outlined in the next section

that would improve KWA's organizational efficiency and responsiveness to external challenges'

7.3 changes in organizational Structure and Processes

Various reasons contribute to inefficiencies in KWA's operations, the most tangible evidence of

which is KWA'5 inordinately high Non Revenue water (NRW), estimated to be between 45-60% of

total water delivered. High NRW is a major hindrance towards KWA'S financial viability, especially at

an operational level. While the causes for such inefficiency have been identified, among others, as

poo; maintenance of equipments, faulty water meters and low degree of motivation among field

staff, we felt that overall, KWA as an organization pays inadequate attention to its operations as

against the resources and attention deployed for its projects. P_al:t of !l1e ryq5qn.f-or this is due to 
.

lack of specialization at the level of Chief Engineers, who are responsible for both project activities- 
"

' and activities pertaining to operations and maintenance. Thus, we have recommended structural

separation of project management from field operations. This will also enable KWA to develop
, comoetencies in the domain of operations and maintenance and we recommend that KWA seeks

I oppor,rni,i"a to monetize such competencies in future in the form of operational audits and
I consulting assignments. While we have presented four structural options, one of which might be

chosen based on resource position, we recommend a structural option comprising centralized

project management with decentralized (at a regional level) management of operations and

maintenance activities.

ln order to cater to the demands of a rapidly changing environment we have recommended greater

degree of structural decentralization and delegation at KWA. This includes seeking greater

autonomy from the State Government - something that is only possible if KWA is able to reduce its

financial dependcnce on the girverrrrrrenL, especlally for operational expenditure. Delegation of
decision making rights within the organization needs to be complemented with employees at lower

levels being made more accountable and given greater performance responsibilities, which will

necessitate instituting a robust and transparent performance evaluation system. ln order to
overcome procedural delays in project sanctioning and tendering, KWA must revamp the existing

process and standardize on a three tiered process comprising initiation, scrutiny and sanction

provided the project falls within the pre-approved water and sanitation plan for an area or region.

Likewise, for expediting the tendering process, KWA should adopt a three tiered process of
approvalthat follows a standardized format, is transparent and depends on performance history of
contractors to ensure that there is minimum time and cost overruns.

The human resource management system at KWA needs to be improved considerably to ill[roduce
performance appraisal, role definition, transparcncy in promotiotts arrd Ltansfers. A well performlng

human resource management system will gr: a long way in creating a performance oriented culture

at KWA where employees are motivated to deliver their best for the organization. lt will also ena b le

proper assessment of workload at various levels of the organization and ensure adequate allocation

of personnel at field level. In our assessment, the field operations at KWA are understaffed at
present resulting in poor levels of service quality while there is excess manpower at the offices.
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KWA also needs to SetUp processes for addressing publrc grtevances and for communicating with

the customers, especially those who have complaints and grievances'

7.4 Rea diness for Change

During our interaction with Various individuals at KWA across organizational |evel, we rea|ized that

KWAisanintenselyse|f.awareorganization.TheshortcomingsofKWAaSanorganizationarewe|1.
known to most of its employees and many of them are eager that KWA take necessary steps to

overcomethechaIlengesarisIngoUtoftheseshortcomings.ourimpressionwasconfirmedthrough
the questionnaire based survey that we conducted to assess the "readiness for change" among

KWA emploYees.

Anoverwhelmingmajorityofrespondentsfe|ttheneedforimprovingKwA,stendering,project
managementandpreventivemaintenanceprocesseswhilemorethan40%foundKWA,sinterna|
monitoring and feedback mechanisms to be inadequate This was in-line with the impression of the

consulting team. Likewise, a significant maiority of the respondents felt the necessity of separating

thefunctionsofproJectevaluation,projectexecutionandoperations,whichisacriticaI
recommendation ot the consulting team. While a large number of employees expressed satisfaction

with their jobs, most of them feli the need for a better performance appraisal process that feeds

into decisions relate?'io transfers and promotions as well as creating opportunities for skills-

d6velopment - confirming the consulting team's analysis that KWA needs to develop a performance

oriented culture and have greater focus on its human resource management processes. Finally,

close to 80% of the respondents felt that KWA needs to change it culture in order to meet the

needs of its various stakeholders. The above domains, where there is convergence of KWA's "felt

needs,,with the recommendations of the consulting team, represent "low harrging fruits" for the

change management initiatives that will be the next step in KWA'S effort of institlltional

strerigthening because change is best implemented and sustained when the need for change is

driven by those who are going to be most affected by such change processes'

However,thereareotherareaswheretheneedforchangewasnotsoapparenttothe
resoondents. For example, while a majority of KWA's employees take pride in technical capabilities l

of their organization, many of them are apathetic towards the financial viability of KWA's ptoj::!t 
/

and not adequately concerned with the financially sustainability of KWA as an organization. This,'

probably is driven by the belief (which was expressed to us by various employees during personal I

interactions) that supply of water is a welfare activity and needs to be sustained through grants and

subsidies obtained from the state. Thus, a majority of them expressed their apprehension about

decentralization of water supply to local bodies - a strong recommendation of the consulting team

keeping in view KWA,5 long term financial viability. Therefore, the ins_titutig_nal stgetnelilg team 
2

need5 to be careful in Inlpletlte ti,Lion of this recommendatton (decentralization) as it is likely. to \
riceive considerable internal resistance, lt is advisable to hJVc substantive debate arrrJ discussion )
on s ch issues that do not hove lmmcdiate buy-in from KWA erruloyees before steps are taken tor /
imolemcntation.

overall, results of our survey indicate that KWA needs to have greater degle-e -of transparency ano

well orchestrated communication explaining the rational for important organizational decisions,

both during the process of change and on an on-going basis. lt is not always easy for employees of a

large organization such as KWA that has to satisfy a multitude of stakeholders, to understand ano
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communicating to KWA about the intension and planned changes. The llMB consulting team
will be an advisor to this team, acting as mentor or a soundinB board as required.

. The team should prepare an implementation plan detailing the schedule, milestones and
resources that it might need from the organization. The team should also devise an
evaluation mechanism so that it can monitor its own progress and effectiveness. The team
needs to report such progress to the KWA sponsor and llMB consulting team periodically.' 
ldeally the implementation plan for the first set of initiatives should not exceed three
months for a specific initiative and milestones should be measured and reported on a

monthly basis.

. With reasonable progress (ideally a little beyond the midpoint of the implementation

schedule) the team should plan for transiting the new process to a regular organization

function. For example, the team that would take up the implementation of a better
performance appraisal system at KWA should plan to hand over the newly instituted process

to the human resource department so that the implementation can be brought to a logical

conclusion.

. Once the first set of change management projects are implemented KIST should prepare

itself for launching the next set of initiatives, which were perceived to be difficult and

expected to have some degree of organizational resistance. Having gone through one cycle

of implementing change, there would be greater confidence within K|ST and greater

acumen to negotiate resistance that it might face at this stage. Moreover, having felt the

benefits of the first round of change, KWA as an organization will be more open to change

and will develop greater confidence about the positive intention behind such change

monagcment initiatives. This is also a stage where llMB consulting team would gradually

reduce its role as a mentor or advisor because by this time, KWA and KIST will be fully
equipped to drive the changes themselves.

Bringing about change in a large organization such as KWA will always be challenging. while the

change process will be facilitated by KWA's readiness to change (as perceived during our
interactions and through the survey), it miSht receive resistance if such change is perceived to
adversely impact status quo, especially because majority of employees do not feel a strong

need to improve KWA's financial viability. The approach to change at KWA cannot be radical,

because radical changes are acceptable to organizations that perceive that they are undergoing

crisis. Thus, the approach that we suggested above is gradual and incremental to start with, so

that it can pave the way for initiating some of the other changes that might be deemed

disruptive (such as decentraliTation to local bodies) at a later stagP. The exact tequcncc and

prioritization of such efforts will be decided in consultation with KIST, KWA leadership and

taking into consideration the resources that are available with the team for driving the change.
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Appendix 1

Partial List of People Interviewed

1. Mr. N.K. Premachandran, Former Minister, Water Resources, Govt. of Kerala.

2. Mr, V. J. Kurien, Principal Secretary, Water Resources

3. Mr. A.K. Dubey, I'q5, Secretary Finance

4. Mr. Pradeep Kumar, lA5, Secretary, Water Resources

5. Mr. Ashok Kumar singh, lA5, MD, KWA

6. Dr. V. K. Baby, lAS, Managing Director (when project was started)

7. Mrs. Susan Jacobs, MD and now Member (Technical), KWA

8. Mr. N.S. Pillai, Member (Accounts)

9. tMr. K. Mohan, Chief Engineer (llCA)

10. Mr. Solomon Fernandez, Chief Engineer (JICA Project)

11. tvlr. V.S. Pradeep, Finance Manager and Chief Accounts Officer

12. Mr. K.P. Krishnakumar, Superintending Engineer

13. Mr. J. sasankan, General Secretary, KWA Employees Union (CITU) *'-"
14. Mrs. Latha Kumari A. Pillai, Deputy Chief Engineer (General)

15. Mr. P. Sreekumaran Nair, Deputy Chief Engineer, llCA Project

1.6. Mr. M. Sreekumar (AEE)

17. Mr. Rateesh, KWA (now KWSSRA)

18. Mr. R. Satheesh, Superitending Engineer & Chairman lSWc -"
19. Mr. Mohan Kumar, Deputy Accountant

20. Mr. Sooraj Sukumar, AEE

21. Mr. Aji Kumar, AITUC

22. Mr. Anthony Albertson, INTUC

23. Mr. K.sasi, APHEK

24. Mr. Haris, KWA

25. Mr. Salim, Union Representative, KWA '* -

26. Mr. Dasan, Union Representative KWA

27. Mr. Murali, Union Representative KWA'

28. Mr. Joy (Graduate Engineers), KWA '
29. Mr. RajaSopal, KWA

30. Mr. George, KWA

31. Mr. P. A. Basheer, Panchayat Representative

32. Mr. Rashid, Panchayat Representative

33. Mr. Swami Shekar, Presdent, KWA Contractor's Association

34. Mr. Khalid, Contractor
35. Mr. Abdul Nasser, Contractor

36. Mr. T.T. Balan, contractor
37. Mr. A il Kumar, Novell Constructlons

38. Mr. Ra mesh, Contractor Association

39. Mr, P.5undaran, Contr3ctor

40, Mr. Moynidin KoYa, Contractor

41. Mr. Nagaratnam, Contractors Federation

42. Mr. Shajid, Contractor
43. Mr. P.S. Rajeev, AEE

44. Sunil C. Behanan, AEE

45. Byju V., AEE

46. Deleep Kumar G., AO
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Appen d ix 2

Documents accessed for the Proiect

1. Preliminary Report on lmproving Water Supply Coverage: Increasing number of Water
Connection by Institutional Strengthening Team of Kerala Water Authority.

2. 2007 Benchmorking ond Dota Book of Woter Utilities in lndio, Ministry of Urban

Development, Government of India, and Asia Development Bank

3. Phase ll Benchmarking Urbon Woter Utilities in lndio, Watet and Sanitation Program,

World Bank, September 2008

4. Benchmarking for PerJormonce lmprovement in Urbon Utilities: A Review in Bangladesh,

lndia, and Pakistan, Water and Sanitation Program, World Bank, February 2010

5. Strotegies for Ret'orm: A Manual for Woter Utilities in South Eostern Europe, fhe Prio(ilY

Environmental Investment Programme for South Eastern Europe (PEIP), Regional

Environmental Center for Central and Eastern Europe (REC), Szentendre, Hungary, April

2009
6. Effective LJtility Monagement: A Primer for Water ond Wastewoter Utilities, Six major U.5.

water and wastewater associations and the U.S. Environmental Protection Agency (EPA),

June 2008

7. tndia's Water Economy: Brocing for a Turbulent Future, John Briscoe and R.P.S Malik, The

World Bank Agriculture and Rural Development Unit, South Asia Region, Oxford

U niversitv Press, 2006

8. The Kerala Water Authority Duties of Employees Regulation - 1999

9. Kerala Water Authority Budget Estimates 2o1-o-7017

10. The Kerala Water Authority Power of Employees Regulations, 1999

11. Report ot the Pay Revision Commission on revision of pay/pension and allowances of

employccs of Kerala Water Authority.
12. Kerala watcr and Sanitation Sector Mediunr Ternr Rural water.Supply and sanitation

Programme (2011-16) dated December 2010 prepared by WASCON, Kerala Water

Autho ritv.
13. White Paper on Kerala water Authority prepared by the committee constituted vide

c.o. (Rt) No 215/02llr.D dared or/04/20o2 dated July 2002.

14. Final Report on Organization Structure, Staffing, Systems and Procedures dated May

1984 prepared by A. F. Ferguson & Co. for Public Health Engineering Department, Kerala.

15. Final Report on organizational Review study: objectives, strategies & structure, volume

2 dated August 1994 prepared by Price Waterhouse.

15. lnterim Report on organization Review Study Volume 1 dated July 1993 prepared by

Pricc Watcrhouse.
17. Final Report on organization Review dated J une 2005 prepared by TEc consortium,
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Appendix 3

Organization RestructurinB suggested by KWA Institutional Strengthening Team

while constituting the working committee for Institutional Strengthenins in Kerala

water Authoritv the main challenge was the undue delay in implementinS water supply

projects. The lS Working Committee had serious deliber ations about bringing down the

delav which results in cost overrun also. In the ToR provided to the Working Committee

there was a module envisaging. Organisation Re arrangement Plan where in separation of

projects and o & M offices to bring more focus on construction of new projects and

operations / maintenance / customer services for existing schemes to be done'

The ls working committee has prepared a proposal for the separations of project

offices and o & M offices and decided to implement the separation up to division Ievel as

the first phase. The Separation of O & M and project office up to division level offices was

imolemented in Kerala Water Authority since 1.7.2009 by the formation of new project

Divisions in all districts except Kazarkode and Wayanad Districts. There are altogether 14

project divisions at present, and the initiative taken has given good result in the case of

project as well as O & M.

As first step the separation was done from the level of division office and

downwards. on implementation, the result is good in both sectors, in comparison to the

former situation. The 15 Committee discussed the improvement in detail and examined the

remaining bottle necks and found that the over crowdin8 of work at circle level and chief

Engineer level are the main reasons. In order to get rid of this (further timely completion of

projects and providing better service to consumers). The separation up to the level of chief

Engineer level is essential. The proposal for the modifications suggested for higher levels is

VettobemateriaIized.Thishastobeimp|ementedforthecomp|eiesllccessofthe

initiative. Also there is deficiency of staff in certain offices {in project as well as O & M)

which has to be redressed immediately along with the implementation of process re-

engineering going to be carried out with the advisory support of llMB'

WhileimplementingtheseparationuptoChiefEngineerlevel'itisproposedthatthe

project divisions are to be controlled bY two Chief Engineers one in the Southern region and

the other in the Northern region. In the case of o & M sector as the sector is a sensitive one,
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any reforms should be implemented with utmost care, failing which the result will be

against what is expected. More over there is substantial quantity of projects taken up by

KWA under SPAN projects, Malabar package, Spark, JnNURM, UIDSSMT, etc in addition to

GOI Projects, External aided projects, and State project etc.

The proposal put forward by the lS Committee was to constitute 2 Chief Engineers

office exclusively for the project works. However the management has taken a view to

convert the present Central region to a project Chief Engineer's office for Northern region

and to create new Chief Engineer's office for southern region. The Chief Engineer, Central

region has to be retained since it has got substantive significance in maintaining water

supply and sewerage systems in the fast developing city of Kochi. More over more schemes

are being added to the O & M divisions as and when the works of each project is completed

and commissioned.

To get the works of projects completed as envisaged without affecting the O & M

works, the committee strongly feels that separate Chief Engineer's office as well as

Superintending Engineers office along with necessary support staff has to be established

Chief Eneineer Office

The two CE's oftices proposed are to be stationed at Kottayam and the other at Palaghat.

Two posts of sE from JlcA shall be upgraded as chief Engineer. There are 5 Superintending

Engineer now working in JlcA. The project at Meenad and Trivandrum has been partially

commissioned and the works of Pattuvam and cherthala project are nearing completion.

The post of superintending Engineer (Project coordinator) at Pattuvam and Meenad can be

shifted and deployed as two Project CE's office.

Circle offices

I here are tive project circle officcs proposed exclusively for the Project works. Three

of the o & M Circle offices viz P.H.circle, Palaghat, P.H.circle, MoovatttrprlTha and P.H.circle,

Kottayam are proposed to be converted as project circle offices. The remoining two project

circles are proposed to be formed each at Trivandrum and, Kannur are to be constituted

newly by suitable deployment. The one post of Superintending Engineer (Project

coordinator) of the JlcA cE's office Trivandrum and JlcA project office Kozhikode can be

convenientlY dePIoYed.
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Executive Engineers

ln the place of the 5uperintending Engineer (Project Coordinator) deployed from JICA

I
can be substituted by Executive Engineers as proposed below

)-
1. The PA of O& M circle office Palakkad proposed for conversion can be deployed at

) - Kozhikode with additional charge of Pattuvam which is nearing completion

) 2. The present post of Executive Engineer (Project Manager) attached to the Chief

t Engineer's office, JICA to be redeployed as Project Manager Meenad.

| 3. The Project Manager at Trivandrum shall attend to the urgent works at Chief

, Enginee r's office, JICA.

r 4. The PA of o& M circle office proposed for conversion can be deployed to the
,

' 
newly formed Chief Engineer's office as Executive Engineers against the post of

,. Deputy Chief Engineer in the existing regional offices.
,

5. Asst Executive Engineer post is proposed for the Project Circle offices against the
,

conventional PA (Executive Engineer) post.

)

b _ 
Assistant Executive Enqineer

*, The post of Assistant Executive Engineers required can be deployed from llCA TVM -
,.o 2. JICA Meenad - 3, cherthala - 4, JlcA Kozhikodu - 1, JlcA Pattuvam - 2 there are
t
* altogether 2? sanctioned posts of As5t. Exccutive Engineers deployed in JICA plojects and
9-

- rnost of them are either idting or having very little work'
s

Two Assistant Executive Engineer's post shifted to each Chief Engineer's office and

9
one fusistant Executive Engineer's post shifted to each project circle's Kannur, Palaghat,

b- lrtoovattupuzha, Kottayam, Trivandru m.
Lt The post of Nine Assistant Engineers required can also be redeployed from 14 posts

P available at JlcA H.0'

Y Administrative Staff
'p* two uusL o[ Administratlve Officer I and two posts of Administrative Officer Il are to

.ry be created by upgrading suitable immediate lower post. Other officers can be conveniently

# deployed.4 posti of Peons and 2 posts of Drivers are to be created'
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Ch ief Enginee r

Executive Englneer

AEE

Assista nt Engineer

AOI

JS

UDC / LDC

D'man lst

D'man llnd

Typist /Computer Operator
Pe on

Driver

CA

Staff pattern to new proiect SE,s office

Superintending Engineer _ 1

Assistant Executive Engineer _ I
Assistant Engineer/Head D,man _ z

AOll - 1

LDC/ UDC _ 2

D'man | _ 4

Typist /Computer Operator - 1

Peon - 2

Driver - |
LA.].

JnNURM Circle Offices

It is proposed that the JNNURM circle may be retained with the present o & M chief

Engineers for administrative reasons and that KWA does not have any major role in the

i mplenrentation of these projects.

For favour of further orders

Chalrrlan

' (ln) Equity in Drinking Water.provision:Kcrala Wate r Authority in Trivandrum, India by
I.M.W.H. Ploumen, August 2010.

-1
-1
-2
-4
-1
-1
-2
-2
-)

-3

-1
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