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

A Skilled anaost-effectivelabour A Procedures for entry and exit of firms

A Labour market flexibility A Industrial regulation, labour regulation,

A Labour relations other government regulations

A Availability of raw materials and natural A Certainty about rules and regulations
resources A Security, law and order situation

Resources/Inputs Regulatory framework

Investment climate

Incentives to industry L UEEEl /‘ Physmal and social
infrastructure

A Tax incentives and exemptions A Condition of physical infrastructursuch as
A Investment subsidies and other incentives power, water, roads, etc.
A Availability of finance absteffectiveterms A Information infrastructuresuch as telecogn
A Incentives for foreign direct investment IT, etc.

(FDI) A Social infrastructursuch as educational
A Profitability of the industry and medical facilities
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The focus of this present

x Ke r aperfodranceon key socio-economicindicators
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Keral ads economic perfor manc
tertiary sectors

Keralads GSDP (USS$ bill

AKer al ads GDP grew at a A @049 t
between 199900 and 200708 to reach US$40.4 /.
billion. 200506

2004-05
AThe secondary sector has been the fastest growing2003-04
sector, at a CAGR of 14.5 per cent, driven by 2002-03
manufacturing, construction, electricity, gas and 2001-02
water. 2000-01
1999-00
A The tertiary sector, the largest contributor to 000 5.00 10.00 15.00 20.00. 25.00 30.00 35.00 40.00 45.00
Keral ads economy, grew at a rate of 07990 8 per ce
in 200708 over the previous year; it was driven by
trade, hotels, real estate, transport and Percentage distribution of GSDP  ~AGR

communications.

1999-00 24.9% 21.2% CER S

AThe primary sectords shar
declining; however, mining and quarrying registered

a high growth rate of 39.8 per cent in 200B . o e

over the previous year.

14.45%

W Primary Sector B Secondary Sector  ETertiary Sector

Source: Ministry of Statistics and Programme Implementation;
Economic Review of Kerala, 2008
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Households have higher disposable incomes and higher level
educationé(1/ 3)

A The per capita income of Kerala was US$ 1,040 in Percentage distribution of urban households by SEC*
200708 as compared to alhdia average of US$ 850.

A Distribution of households by socieconomic
classification (SEC) shows that Kerala has a higher
percentage of urban households with education as
compared to the atindia average; in rural households,
Itoo, Ithe level of education is higher than thelaidia
evel.

31.8

Percentage distribution of rural households by SEC

R4
R3 66.5
R2 Urban
0 10 20 30 40
RI Rural -
m Kerala m All India (In /0)
0 20 40 60 80 . )
_ SourceBW Marketing Whitebook, 2004.0
(in %) *See Annexure for SEC Classifications

m Kerala ®mAllIndia
S www.ibef.org
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Households have higher disposable incomes and higher level
educationé( 2/ 3)

AIn ownership of household goods such as faleelers and consumer electronics and amenities such as
electricity, Kerala is ahead compared to thelatlia average.

Percentage ownership of household goods, vehicles and
electricity consumption

Percentage of households with fewheelers

Kerala 5%

All India 4%

0% 2% 4% 6%

Percentage of households with electricity

Kerala 78%

All India 64%

0% 20% 40% 60% 80% 100%

Percentage of households with TV

Kerala 51%

All India 41%

0% 10% 20% 30% 40% 50% 60%

Percentage of households with tweheelers

Kerala 17%

All India 18¢%

0% 5% 10% 15% 20%
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Households have higher disposable incomes and higher level
educationé(3/ 3)

AIn ownership of household goods and Percentage of rural popul_ation ov_vning household goods
amenities such as clocks, ceiling fans and in and basic amenities
house toilets, rural Kerala is ahead as
compared to alindia levels.

87%

Sewingmachines  In-house toilets Time clocks Ceiling fans

mKerala mAllIndia

SourceBW Marketing Whitebook 2009.0
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pl ays a vital

i ndu Key industries in Kerala dl o

Manufacturing

AKer al ads traditional

cashew, coir and handicrafts.

Aln terms of i1 ndustri al
growth from 19992000 to 200708 was 4.9 per cent.

gr

A As of March 2009, there were 730 large and medium
industrial undertakings in Kerala, of which 600 units
are in the private sector.

AThe small scale sector contributes 40 per cent to
industrial production and 35 per cent to exports.

A Around 195,960 working small scale industry (SSI)
units were registered in Kerala as of March 2008.

Handlooms and power looms

’BU‘?PFrh t h o c t A

aver

U vv L T [] < LI} A>3 ~J < “A

Bamboo

Coir

Khadi and village

Sericulture

Seafood and other marine products

Cashew

Beedi

Mining

Tourism

Food processing

Spices and spice extracts

www.ibef.org
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Kerala has witnessed a strong inflow of investments in the
services sector

A As of December, 2008, the outstanding* Break up of investments by sector
investments in the state amounted to US$ 29 _
billion, with the services sector accounting for Consuetion
a major amount of the investments. Irigation, Manufacturing,

0.9% 22.5%

A Between April 2000 and June 2009, the

cumulative FDI inflow in the State was US$ Mining, 0.8%
261.75 million.
Electricity,
12.4%
A Recent large investments in the state have Services,

flowed to The Integrated Infrastructure 51.3%

Development Centre and the International

Apparel Park, the video and film park, SourceCMIE
International Convention Centre, Technocity,

Technopark Phase lll, and Vizhinjam Deep

Water Port.

*Qutstanding investments include new projects and those under implementation, but not projects shelved

9 www.ibef.org
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Key industrial groups present in the state

District Industries

Kannur Handlooms, power looms, beedi
Allepey Coir products

Idukki Agriculture and forest based
Thiruvananthapuram Handlooms

Thrissur Power looms, handlooms, textile, timber, tile, canning
Palakkad Power looms, sericulture

Kollam Minerals and mining

Kozhikode Rubber

Wayanad Minerals and mining

Kasargod Minerals and mining

Kottayam Rubber, food products, engineering
Ernakulam information technology

10 www.ibef.org
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The focus of this present

x  Availabilityof socialandphysicainfrastructurein the state
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Skilled as well as unskilled labour is available in the State

A Ample workforce availability makes Kerala an e

attractive investment destination. S No Industry employed as of 204
. . 1 Agriculture and allied industries 80,080
AThe share of female employees in Kerala is 31 per I
cent in public sector and 50 per cent in the private 2 Mining and quarrying 4.243
sector.
3 Manufacturing 255,095
A According to the Centre for Development Studies, | 4 | “onstruction 21,348
migration from Kerala to foreign countries, Electricity, gas, water and
particularly to the Gulf countries is high; this results| 5 zgwfgg 24,270
in foreign remittances to the state economy.
6 Trade, restaurants and hotels 38,121
A Migration from Kerala to other states in India has, 2 | Transport, storage and 102,889

communication

however, registered a significant decline

Financing, insurance, real estate
8 and business services 86,081
9 Community, social and personal 505,290

services

Total 1,117,417

SourceDirectorate of Employment and Training
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Social infrastructure (educational and medical institutions) in
the state is stronge(1/ 2)

Educational infrastructure

Educational infrastructure*

AThe literacy rate in Kerala is the highest among Indja
statesfi about 91 per cent as compared to the all | Schools 12,644
India literacy rate of 65.4 per cent. N
Universities 7
AKer al ads budget ed e xpen| dwineeingsitutiossn edugcat iBon | n
09 was US$ 1.3 billion.
Other graduationcolleges 189
ITI 34

SourceEconomic Review of Kerala, 2008
*As of March 31, 2008
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Social infrastructure (educational and medical institutions) in
the state is stronge(2/ 2)

Kerala All-India

Birth rate* 14.7 23.1

Medical infrastructure

A Kerala has 929 primary health centres, 5,094-sub
centres and 114 community health centres.

Death rate* 6.8 7.4

AThere are 136 hospitals with 23,871 beds under the _
Directorate of Health Services. Infant mortality rate* 13.0 55.0

AThe state has low death rate and declining birth rate "o tousand persons

leading to a slowdown in the population growth rate. «per thousand live births

(¢

- . Life expectancy at birth (years
A The state exhibits better health ratios as comparedi|to P Y ears)

the national average. Male 71.3 62.3
Female 76.3 63.9
Total fertility rate 1.7 2.9
(per woman)

SourceEconomic Review of Kerala, 2008
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Transport i nfrastructure 1 s
Roads Civil Aviation
AKerala has a total road length of 173,592 km; road A Kerala has three airportsat

density in the state is 446 km per 100 sq km; there Thiruvananthapuram, Kochi (Nedumbassery)
are eight national highways in Kerala with a total road  and Kozhikode (Calicut) handling both

length of 1,524 km. international and domestic flights; the
Kannur international airport is expected to
A Agencies maintaining roads in the state include the commence operations by early 2010.
public works department (PWD), panchayats,
municipalities, corporations, the departments of AThe three operational airports, together,
forests, irrigation, railways and the Kerala State handled over 2.5 million domestic
Electricity Board (KSEB). passengers and over 4.3 million international

passengers in 2008.
APWD roads constitute about 16 per cent of the total
road network in the state, but carry nearly 80 per

cent of the road traffic within the state. The
road traffic is growing at around 10 per cent, annually.

15 www.ibef.org
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Transport i nfrastructure 1 s
Railways Ports

AThere are 2,000 railway stations in Kerala, and an
extensive rail network connecting destinations both
within and outside Kerala.

AThe entire length of the rail route is around 1,148
kms and covers 13 railway routes.

16

A Kerala has one major port at Cochin and 17
minor ports along its coastline of 585 kms.

A International container transhipment
terminal are being developed atVallarpadam,
near Kochi and Vizhinjam, near
Thiruvananthapuram.

A An international deep water sea port is also
being developed atVizhinjam.

www.ibef.org
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Power and telecommunications development

Power Telecommunications

A Kerala has 32 power generating stations including 24 hy A Kerala has a teledensity of 52 per cent as compared to
projects, two thermal power stations and a wind power all India average of 36.9 per cent.
plant owned by Kerala State Electricity Board, and two
hydel stations and three thermal stations owned by priv

companies. A The state has 1,242 automatic telephonic exchanges; a

98 per cent of Kerala's telephone exchanges have inter

connectivity through the national internet backbone.

A KSEB has an installed capacity of 2,092.2 MW, the stat
receives another 570 MW from NTPC and private secto
producers, taking the total installed capacity of the state
2,662.2 MW.

A VSNL has an international communication gateway at
Kochi, with two highspeed submarine cable landings (SE
MEWE-3 and SAFE) offering 15 Gbps bandwidth.

A Kerala government has planned to set up a 4,000 MW
power project in the next 10 years. This would help in
reducing energy shortage and will promote new industri
investments.

A According to estimates by the Telecom Regulatory
Authority of India, Kerala had nearly 18 million wireless
subscribers as of June 2009; the meathmonth growth
was 3.8 per cent.

A The state is looking to build a telecom city near
Technopark with an investment of around US$ 109 millig

17 www.ibef.org
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Industrial Infrastructure is being developed

A Twenty-four new Special Economic Zones (SEZs) have been approved, of which 11 are notified SEZs.
Kochi has five SEZs;cyberpark spread over a 48re campus is being developed at Kozhikode.

Infrastructure

Technopark

Infopark

Special Economic
Zones

Details

A The Technopark at Thiruvananthapurasspread over 300 acres

A Technoparkcurrently hosts over 150 IT and ITES companies, together, employing over 20,000 IT
professionals.

A Technopark Phasetllasbeen declared a SEZ by the Government of India with companies starting to oc
the campus.

A Technopark will become a 10 million Sq ft technology park once its Phase lll is coripete.h n o p a r
[Il developments being implemented as an IT/ITES Sg#&adover 92 acres

Cupy

A As part of the Phase IV, named Technocity, Technopark is developing 450 acres of land in Pallippuram, 5 Kr

north from the main campus on the National Highway to Kollam

A The Infopark at Kochi is best suited for ITES due to its proximity to the submarine optical cable landings.

A The total land available with Infopark is 98.3 acres, of which 75 acres have been notified as a SEZ by the

Ministry of Commerce, Government of India.

A Apart from the SEZs in Technopark andfopark, the other SEZs in Kerala include the KINFRA Electronig
Park SE4n Kalamasserya multiproduct SEZ at Kochiwo port-based SEZs at Vallapadam and
Puthuvypeen, both in Kocha; biotechnology SEZ at Koglai bod processingsEZ near Calicyta pulp and
paper SEZ aKottayam anda non-conventional energy sourcé3EZ at Kalamassery.

LS
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Key nodal agencies I n Keral e

Kerala Industrial A The aim of the organization is to speed up industrial growth in Kerala through
HESQVGIICERIRVEIININY  infrastructure support.
Corporation (KINFRA)

A It operates industrial parks in various sectors with 313 operating units, an investment| of
US$ 167 million and employment opportunities for over 19,000 persons.

A Has four new newly operational parksa food park (at Wayanad), a spices park (at
Idukki), knowledge park (at Thrissur) and a rubber park (at Kottayam).

A KINFRA has four upcoming projeaisa textile centre (at Kannur), food processing park
(at Adoor), small industries park (at Pathanamthitta) and an integrated textile park (at
Palakkad).

A There are some 20 projects currently underway under the Assistance to States for
Developing Export Infrastructure and Allied Activities (ASIDE) scheme.

(SRR NICON{(elinl=ld\VAl A Involved in providing consultancy services, mainly, in the fields of detailed engineering and
Kerala Industrial and human resources development.
Technical Consultancy

Organization Limited) A Over 150 ongoing consultancy assignments, most of which are in Kerala.

20 www.ibef.org
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Key nodal agencies I n Keral e

BlI(lalo] e\ NI RNV Nle A It is the implementing agency for the Industries Department, Government of Kerala

Commerce . . - . .
A Provides infrastructure facilities for smatlale sector by acquiring land and developing

facilities such as road, water supply, electricity, civil works and necessary buildings.

Small Industries A Provides infrastructure facilities for the smsadlale sector through its major industrial and
Development Corporation mini industrial estates.

21 www.ibef.org
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Key nodal agency for Single Window Clearance

Single window clearance and monitoring agency: Kerala State Industrial Development
Corporation (KSIDC)

Purpose: Composition :

AFormed in 1961 with the objective of promoting, Consists of a group of professionals
stimulating, financing and facilitating the from various fields
development of large and medium scale industries including
in Kerala.

engineering, management,
finance and law.
A Acts as a promotional agency involved in catalysing Services offered include project lending,

the development of physical and social single window clearance, equipment purchase
infrastructure required for the constant growth of loan and consultancy
industry.

22 www.ibef.org
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Attractive investment climate through investment friendly
policiesé(1/ 8)

TourismPolicy, 2008

Focuses on encouraging tourists into the state

Key initiatives under the policy include the following:

A Establishing responsible tourism in places of tourist interest through better infrastructure and other measures.
A Formation of destination management committé@severy tourist destination

A Tourist information offices at West Bengal aklysore have been planned.

A Shemes for promoting souvenir industhave been initated.

A District tourism promotion councildhave beemeconstituted

A Initiatives for identifying lesser known and unseen places for developing into tourist centres with necessary infrastrycture
have been undertaken.

A Initiatives to develop more dormitory accommodations at major tourist centiegve been undertaken.

23 www.ibef.org
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Attractive investment climate through investment friendly
pol i ciesé(2/ 8)

SEZ Policy, 2008

Aims to make Keralads economy more export oriented

Keyfeaturesinclude
A Policy adopted for setting up of SEZs in the state of Kerala.

A This policy is applicable for the development of SEZs in Kerala, other than the Cochin Special Economic Zone.

A The zones will come under the Panchayat Raj Act; the Single Window Clearance Act will be applicable to the zones.

24 www.ibef.org
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Attractive investment climate through investment friendly
pol i ciesé(3/ 8)

Industrial Policy, 2007

Aims to make Kerala an investment friendly destination and achieve a high economic growth

Key targets and initiatives include the following:

A Attract investments in manufacturing, aggmcessing, health services, knowledigesed industries and services.
A Enable growth, revival and diversification of state level public enterprises.

A Strengthen and modernise traditional industries.

A Assist sectors registering fast growth such as services and commerce sector.

A Develop Kerala as a global centre of excellence with stéditne-art education and skill sets and preparing a pool of multi
skilled, technically competent individuals and organisations.

A Create additional employment of 0.5 million persons in the manufacturing and service sectors.

A Sustain industrial and economic growth by facilitating accelerated flow of investment.

25 www.ibef.org
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Attractive investment climate through investment friendly
pol i ciesé(4/ 8)

IT Policy, 2007

Aims to facilitate growth of the IT sector through incentives, some of which have been in force starting December 2005

Key fiscal incentives for companies operating in Kerala other than those located within an SEZ include the following:

A Standard investment subsidy (SIS) of 30 per cent of fixed capital investment subject to limit of US$ 33,300 for companies
located in Thiruvananthapuram and Ernakulum districts.

A For companies located outside these districts, the applicable SIS is 40 per cent, subject to a limit of US$ 55,500.

26 www.ibef.org
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Attractive investment climate through investment friendly
policiesé(5/ 8)

IT Policy, 2007

Key features of this policy include the following:

A tIT_%]pdustry units, government IT parks, certified IT parks and Akshayentres are entitled to receive subsidised power
ariff.

A A floor area ratio (FAR) of five has been stipulated for government and certified IT parks.

A 1T units in Government IT Parks have been exempted from stamp duty and registration fee upon executing lease/sale
agreement with the park for lease/sale of land and tuglspace.

A Exemption from en_trP/ tax for goods such as machine equipments, capital goods and construction material procured for
implementation of infrastructure projects has also been provided.

A c}Ttinfrfalstrlécture developers in government IT Parks have exemption from stamp duty and registration fee, and transfer
uty of land.

A Price preference provided on government contracts for companies having registered office in Kerala and employing a
minimum of 30 per cent of its workforce there.

27 www.ibef.org
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Attractive investment climate through investment friendly
policiesé(6/ 8)

Biotech Policy, 2003

The policy focuses on catalysing the development and application-bf®ic hnol ogy whi |l e takinlg ad
resources and keeping global requirements in perspective

Key initiatives support the following:

AEnhancing value with adeqguat e-orkesteduesoaroes,suchoa$ spiges antlrelated | i n t
plantation crops, sea foods and marine resources.

A Upgrading productivity and evolving new applications for rubber, coconut, tuber crops.

A Developing noveand internationally competitive products.

28 www.ibef.org
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Attractive investment climate through investment friendly
policiesé(7/ 8)
Biotech Policy, 2003
A Ensuring sustainableanddca i endl y use of the stateds forest, anji mal

ABoosting the stateds renowned healthcare practices |of a
validation, technical product profiling and clinical data base.

A Developing recombinant DNA and other modern technologies to combat major health hazards such as cancer, diabetes,
cardiovascular and other physiological disorders.

ADevel oping diagnostics and vaccines for overal/l homal t hc
and forest crops from biotic and-hiotic stresses.

A Providin(r:] a Eackage of guidelines for financial support and incentives, legal and labour reforms, and institutional @utonomie
needed for the healthy, efficient and competitive growth of biotechnology.

29 www.ibef.org
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Attractive investment climate through investment friendly
pol i ciesé(8/ 8)

Labour Policy, 2001

Focuses on the welfare and protection of labour to empower and improve the quality of their life

Key targets and initiatives under this policy include:
A Fostering an enabling environment for rapid employment generation through enhanced private and public investment.
A Creating 1.5 million new jobs in the coming five years.

A Retaining and rehabilitating retrenched labour from units that have closed or been declared sick.

A Improving working conditions, providing decent wages and basic livelihood social security for workers, especially from the
unorganised sector.

A Mininri%_ing adversarial labour relations and providing security in terms of labour market, and employment for the working
population

30 www.ibef.org
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Thrust areas for the state government

Mega industrial parks :
A KINFRA will help develop mega industrial parks for select sectors

Industrial townships :

A Industrial townships, planned to be compact industrial areas providing necessary support to industrial
entrepreneurs and offering world class facilities.

Special economic zones :

AProduct specific SEZs, i ncluding ser wpecife SEZs,
infrastructure and all basic and supporting facilities.

Industrial corridors:
A Three zones in the state to be developed as industrial corridors, which will qualify as commercial districts

Sector-specific industrial parks :
A Industrial parks will be developed for select sectors.

31 www.ibef.org
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Three-tier single window clearance for speedy implementation
of industrial projects

A A single Window Clearance mechanism (SWM) SWM structure in Kerala
establishedh June 2000 with the intention of expediting
clearances for new industrial projects.

Chief
Secretary

State board

A A state level board, headed by the Chief Secretary,
iIssues clearances within a timeframe ofdéys to
medium and largescale industries.

AKSIDC is the single contact point and convenor of the
state board. District

Collector

District boards

A District level boards have been constituted for issuing
clearances required by smaltale industries.

|
|
|
A The District Collector of the respective district is the Industrial area ﬁglgx'faerr“? o
chairman and general manager of the board; the District Sl - District
Ibnduatrles Centre (DIC) is the convenor for such Collector
oards.

SourceKSIDC

A Industrial area boards have also been set up in various
industrial areas of the state for clearance of projects; an
officer not below the rank of District Collector is the
chairman of each board, with the Designated Authority
of the Industrial Area as the Convenor.
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