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Investment climate of a state is determined by a
mix of factors

A Skilledandcost-effectivelabour A Proceduredor entry andexit of firms

A Labourmarketflexibility A Industrialregulation)abourregulation,

A Labourrelations other governmentregulations

A Availabilityof raw materialsand natural A Certaintyaboutrulesandregulations
resources A Securitylaw andorder situation

Resources/Inputs Regulatory framework

Investment climate \

Incentives to industry L SR J Ph_y3|cal | SoEE!
infrastructure

A Taxincentivesandexemptions A Condition of physical infrastructure such as
A Investmensubsidieandother incentives power, water, roads, etc.
A Availabilityof financeat cost-effectiveterms A Information infrastructure such as telecom,
A Incentives for foreign direct investment IT, etc.

(FDI) A Social infrastructure such as educational
A Profitabilityof the industry and medical facilities
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Jammu & Kashmirds economi c |
Impressive, driven by all three sectors of the economy

A The gross state domestic product (GSDP) grew at Jammu & Kashmir's GSDP (US$ billion)
a compound annual growth rate (CAGR) of 15.3
per cent between 19982000 and 200308 to
reach US$ 7.91 billion.

CAGR %
15.33%

Aln 200808, agriculture was the highest contributor
to the GSDP among all stdectors, at US$ 190
billion.

A The tertiary sector, driven by public administration,
is the largest sector in the GSDP.

1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

A The secondary sector, driven by manufacturing, CAGR

construction, electricity, and gas and water,
witnessed the highest CAGR of 20.7 per cent
between 19962000 and 200308.

SourceMinistry of Statistics androgrammemplementation

8.6%

1999-2000 2007-2008
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Households in the state have higher disposable incomes as
compared to the rest of the country

Percentage ownership of household goods, vehicles and electricity consumption

Four-Wheelers Two-Wheelers
Televisions Electricity
Jammu and
Kashmir
o | Allindi 6%

A The per capita income of Jammu & Kashmir was US$ 706.6 ird@8@#5 compared to the alhdia
average of US$ 850.

AIn ownership of assets such as four wheelers and consumer electronics, Jammu & Kashmir is ahead of
the altindia average.

SourceThe Market Skyline of India 2006 by Indicus Analytics
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Households in the state have medium to high consuming

potential

A Distribution of households by socieconomic
classification (SEC) shows that in the urban
areas the share of households with
entrepreneurs is high, and that this segment has
a medium to high consuming potential.

Percentage distribution of urban households by SEC*
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23.6
26.3

3-5‘
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® Jammu and Kashmir  m All India

SourceBW MarketingWhitebook, 200910
* See Annexure for SEC categories
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Industry is mostly traditional in nature and comprises mainly
smaliscale and cottage industries

Keyindustries in J&K Key industrial areas in J&K

Horticulture Industrial Complex, BaBrahmanaJammu
Floriculture Industrial Estate, Gangyal, Jammu
Handlooms and handicrafts Industrial Growth Centre, Samba, Jammu
Tourism Integrated Infrastructure Development Project,
Mineratbased Udhampur
Gems andewellery Export Promotion Industrial Park, Katholi, Jammu
Sericulture Industrial Area, Kathua
Information technology Electronic ComplexRangreth Srinagar

Industrial Complex, Lassipora, Pulwara, Kashmir

Industrial Complex, Khanmoh, Srinagar

Industrial Complex, Zainakote, Srinagar

Industrial Estate, Zakura, Srinagar

Industrial Growth CentreOmpura Budgam
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Industry is mostly traditional in nature and comprises mainly
smaliscale and cottage industries

A Food processing and aghmsed industries (excluding conventional grinding/extraction units) thrive in
the state because of an excellent climate for horticulture and floriculture.

A Handicrafts, being the traditional industry of the state, has been receiving priority attention from the
state government in view of the sectords | arge

A The state is famous for smaltale and cottage industries such as carpet weaving, silks, shawls, basketry,
pottery, copper and silverware, papigtaché and walnut wood.

8 www.ibef.org
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Jammu & Kashmir has witnessed a strong inflow of
Investments in the power and services sector

AJammu & Kashmivad outstanding investments* Breakup of investments by sector
of US$ 8 billion as of the quarter ended
December 2008. | 709, 6:30% 0.30%

0.70%
A The maximum amount of investments,

amounting to US$ 3.9 billion, have taken place in
power-related projects, followed by the services
sector at US$ 3.3 billion.

48.80% | Electricity

m Services
Irrigation

w Construction

42.10% ® Manufacturing

m Mining

SourceCMIE

*Qutstanding investments include new projects and those under implementation, but not projects shelved
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The focus of this present

x  Availability of social and physical infrastructure in the state

10 www.ibef.org



AVAILABILITY OF SOCIAL AND PHYSICAL INFRASTRUCTURE IN THE STATE k
Jammu & Kashm|rSeptember 2009 I B E F

INDIA BRAND EQUITY FOUNDATION

e, ibel Brg

Social infrastructure in the form of educational institutions iIs
adequate

Educational infrastructure

A Education is a top priority for the state government.
AJammu & Kashmir is the only state where education is free up to the university level.

A Seasonal schools have been opened for people in remote hilly areas and foipundeged
students.

AJammu & Kashmir has over 15,000 schools, five universities, 37 industrial training institutes, four
polytechnics and 41 colleges, including two engineering and five medical colleges.
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Social infrastructure in the form of medical institutions is
relatively good

Health indicators Jammu & Kashmir All-India
Birth rate* 19.0 23.1
Death rate* 5.8 7.4
Infant mortality rate** 51.0 55.0
Life expectancy at birth Male 59.7 63.7
Life expectancy at birth Female 59.0 66.9

SourceMinistry of Health and Family Welfare;
*Per thousand persons;
**Per thousand live births

Aln 200608, the state had 117 hospitals, 2&purvedidispensaries, 23dnanidispensaries, 1,888 sub
centres, 374 primary health centres and 80 community health centres.

AIn terms of parameters such as birth rate, death rate and infant mortality rate, the state has shown
better performance as compared to the-atidia average.
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Transport infrastructure is being ramped up

Roads

A The total road length in the state, which is maintained by its public works department (PWD), is 15,012
km.

AJammu & Kashmir, where road density is among the lowest in the country (35.7 km of road length per
100 sqg km), has got over top priority from the Central government for tifggradatiorof its road
network.

A The road projects being executed by the National Highways Authority of India (NHAI) are as under:

A Fourlaningof the national highway from Jammu to Srinagar on bawd-transfer (BOT3}annuity
basis.The estimated cost of the six packages involved in the project is US$ 2.4 billion.

A National highway works amounting to US$ 25 million are being executed by the Border Roads
Organisation

AThe Government of India is expected to clear two staitad projects worth around US$ 191
million by the end of 20009.

13 www.ibef.org
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Transport infrastructure is being ramped up

Civil aviation Railways

AThe stateds i nternati on alkATha statepsdinkdd withshe comntrySrail n a g

while Jammu and Leh have domestic airports. network up to the Udhampur district.

A Srinagar airport had passenger traffic of 733,089 AWork on connecting Srinagar and
during 200809, while Jammu and Leh received Baramullah is going on.The Udhamypur
401,954 and 198,790 passengers, respectively. Katra, KatraQazigund and Qazigund

Baramullah rail link project has been
taken up as a national project. About 8
kms of the 11km-long tunnel that runs
from Qazigund to Banihal have been
completed, and it is set to be opened to
traffic by December 2010.

14 www.ibef.org
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The situation in power and telecommunications Is
encouraging ¢é& (1/ 2)

Power

A The total installed capacity in the state as of March 31, 2009, was 2,158.95 MW, most of it produced by
hydro power projects and gas turbines. Gross electricity generation during August 2009 was 770
million units.

AJammu & Kashmir has immense potential for hydro power. As of March 31, 2009, the Jammu & Kashmir
State Power Department Corporation (JKSPDC) owned and operated 19 hydro power stations with a
total installed capacity of 308 MW.

Aln September 2009, solar energgwered electrical lighting systems were operationalised in about
3,900 households in 27 remote villages of Gudzsit n Jammu & Kashmir, as p.
Remote Village Electrification (RVE) Programme.

A Projects have been sanctioned for extending basic lighting facilities to 145 of the-28trified
villages and 28 hamlets in the state.

15 www.ibef.org
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The situation in power and telecommunications Is
encouraging ¢é& (2/ 2)

Telecommunications

A Bharat Sanchar Nigam Ltd (BSNL) is the main service provider of basic telephony araddsde
services in the state.

A There are five secondary switching areas (SSAs), namely Jammu, Srinagar, Udhampur, Rajouri and Leh.

A According to estimates by the Telecom Regulatory Authority of India (TRAI), as of August 2009, the
state had 4.42 million wireless subscribers and 231,507 wireline subscribers.

16 www.ibef.org
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Industrial infrastructure is being built up

AThere are two special economic zones (SEZs), one each in the Jammu and Kashmir provinces.
AThe integrated infrastructure development project at Udhampur is an industrial area at Kathua.

AThere is an electronic complex at Rangreth in Srinagar, three industrial complexes at Bari Brahmana,
Pulwama and Khanmoh, three industrial estates at Gangyal, Jammu, and Zainakote and Zakura in
Srinagar, and two agprocessing zone8 one for walnuts and another for apples.

A An export promotion industrial park (EPIP) has been established at Kartholi, Jammu, at a cost of US$
4.7 million.

A A software technology park (STP) has been commissioned at Rangreth in Srinagar.
A Locations have been identified for two food parks, two EPIPs and one industrial estate.

A Two industrial growth centres at Samba and Badgam, and one EPIP at Kartholi, Jammu, are also being
developed.

A There are proposals for setting up a textile city at Kathua, and an integrated leather complex, food
processing park and gems park at Srinagar or Jammu.

17 www.ibef.org
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The focus of this present

x  Policy framework and investment approval mechanism
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Key nodal agencies in Jammu & Kashmir

Jammu and Kashmir
Industrial and Technical
Consultancy Organization
Ltd (J&KITCO)

Jammu and Kashmir State
Financial Corporation
(JKSFC)

Small Industries Services
Institute (SISI)

Jammu & Kashmir State
Industrial Development
Corporation (J&K SIDCO)

Directorate of Industries
and Commerce

A J&KITCO was set up in April 1997 as a subsidiary of the Industrial Development Bank
of India

A Its prime objective is to provide a package of consultancy services to existing and
potential tiny, smalland mediunrscale industrial units.

A JKSFC has been established to act as a regional development bank with the aim pf
promoting industries and boosting economic development in the state

A In the case of existing units, JKSFC offers term finance for their expansion and
diversification, or renovation, modernisation and procurement of qualiytrol
equipment and energyaving devices.

A SISI provides techamanagerial, economic and marketing services to prospective and
existing entrepreneurs in the state.

A J&K SIDCO is the nodal agency for the promotion and development of medinch
largescale industries in the state.

A Established to act as a catalyst to accelerate industrial development in the state.

A The directorate provides sanctions and clearances for setting up-soaé industrial
(SSI) units.

A The general manager acts as the key nodal officer for sanctions.

19 www.ibef.org
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Attractive investment climate through investment friendly
and sector specific policies ... (1/2)

Industrial Policy, 2004

An action plan to promote industrial growth in the state, the policy is effective from February 2004 to March 201

Key goals under this policy include the following:

A To achieve sustainable industrial development in all regions for increasing the growth rate, value addition and
employment generation, and achieving the overall economic development of the state.

A To strive towards balanced economic and social development in all regions of the state by promoting industrial|sation,
particularly in backwards areas.

A To encourage and sustain the cottage and tiny industrial sectors, which provide employment to a large number| of
people in the state.

A To create a supportive environment with transparency and easy access to information, technology and financial
resources.

A To revive potentially viable, sick industrial units so as to put to optimum use, the capital and other resources already
employed in such enterprises.

A To promote the growth of specially identified and expantiented industries and encourage higgth and knowledge
based industry, including IT.

A To take necessary steps in the field of human resource development and make available skilled or technical manpower
as per the needs of industry.

20 www.ibef.org
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Attractive investment climate through investment friendly
and sector specific policies ... (2/2)

Infrastructure Policy, 2004

The policyds main focus is on improving the

Key goals under this policy include:

A Development of modern industrial areas and estates, growth centres, integrated infrastructure development centres
(IIDC), etc.

A Operational management of major industrial estates to be rationalised by involving local industrialists through a
suitable local selhanaged model both for development works and management of estates, including regulation| of
power and water supply.

A Treating private sector participation in infrastructure development as an industry for the purpose of availing
incentives.

A Facilitation of acquisition of land by the state government for such private sector initiatives.

~—+

A To ensure that the power supply within industrial areas, estates, IIDCs, etc., is regular, reliable and of good qualjty.

A Private sector investment in generation and distribution of regular power supply in industrial areas, estates and IIDCs
is actively encouraged.

21 www.ibef.org
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Singlewindow clearance mechanism for speedy
Implementation of industrial projects

The following is the procedure for obtaining singlégxdow clearance in the state

Examination of proposal

Proposal sent to various boards such as Pollution Control Boa
J&K Power Development Corp., etc.

Receipt of response from these boards

Proposal sent for review to the Apex Project Clearance Committee chaired by the Chief Secr
of the state with the relevant secretaries as members

Decision whether project is feasible or not

Land allotment and provisional registration

The entire procedure is completed within a maximum tifneme of two months
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