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Investment climate 
of a state

ÅSkilled and cost-effective labour

ÅLabour market flexibility

ÅLabour relations

ÅAvailability of raw materials and natural 

resources

ÅTax incentives and exemptions

ÅInvestment subsidies and other incentives

ÅAvailability of finance at cost-effective terms

ÅIncentives for foreign direct investment 

(FDI)

ÅProfitability of the industry

ÅProcedures for entry and exit of firms

ÅIndustrial regulation, labour regulation, 

other government regulations

ÅCertainty about rules and regulations

ÅSecurity, law and order situation

ÅCondition of physical infrastructure such as 

power, water, roads, etc.

ÅInformation infrastructure such as telecom, 

IT, etc.

ÅSocial infrastructure such as educational 

and medical facilities

Resources/Inputs

Incentives to industry
Physical and social 

infrastructure

Regulatory framework

Investment climate of a state is determined by a 

mix of factors
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The focus of this presentation is to discussé

× Availabilityof socialandphysicalinfrastructurein the state

× Policyframeworkandinvestmentapprovalmechanism

× Cost of doingbusinessin Kerala

× Key industriesandplayers

× Keralaõsperformanceon keysocio-economicindicators
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Keralaõs economic performance is driven by the secondary and 

tertiary sectors

Kerala     September 2009

PERFORMANCE ON KEY SOCIO-ECONOMIC INDICATORS

Keralaõs GSDP (US$ billion)

Percentage distribution of GSDP

Source: Ministry of Statistics and Programme Implementation;

Economic Review of Kerala, 2008

14.45%

12.10%

CAGR

6.07%

ÅKeralaõs GDP grew at a CAGR of 13.5 per cent 
between 1999-00 and 2007-08 to reach US$ 40.4 
billion.

ÅThe secondary sector has been the fastest growing 
sector, at a CAGR of 14.5 per cent, driven by 
manufacturing, construction, electricity, gas and 
water.

ÅThe tertiary sector, the largest contributor to 
Keralaõs economy, grew at a rate of 12.5 per cent  
in 2007-08 over the previous year; it was driven by 
trade, hotels, real estate, transport and 
communications.

ÅThe primary sectorõs share in the GSDP has been 
declining; however, mining and quarrying registered 
a high growth rate of  39.8 per cent in 2007-08 
over the previous year.
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PERFORMANCE ON KEY SOCIO-ECONOMIC INDICATORS

Households have higher disposable incomes and higher level of 

educationé(1/3)

ÅThe per capita income of Kerala  was US$ 1,040 in 
2007-08 as compared to all-India average of US$ 850.

ÅDistribution of households by socio-economic 
classification (SEC) shows that Kerala has a higher 
percentage of urban households with education as 
compared to the all-India average; in rural households, 
too, the level of education is higher than the all-India 
level.

Percentage distribution of  urban households by SEC* 

Percentage distribution of rural households by SEC 

Urban

Rural

(in %)
Source: BW Marketing Whitebook, 2009-10

*See Annexure for SEC Classifications
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PERFORMANCE ON KEY SOCIO-ECONOMIC INDICATORS

Households have higher disposable incomes and higher level of 

educationé(2/3)

ÅIn ownership of household goods such as four-wheelers and consumer electronics and amenities such as 

electricity, Kerala is ahead compared to the all-India average.

Percentage ownership of household goods, vehicles and 

electricity consumption

Percentage of households with electricity Percentage of households with two-wheelers

Percentage of households with four-wheelers Percentage of households with TV
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PERFORMANCE ON KEY SOCIO-ECONOMIC INDICATORS

Households have higher disposable incomes and higher level of 

educationé(3/3)

ÅIn ownership of household goods and 

amenities such as clocks, ceiling fans and in-

house toilets, rural Kerala is ahead as 

compared to all-India levels.

Percentage of rural population owning household goods 

and basic amenities

Source: BW Marketing Whitebook 2009-10
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PERFORMANCE ON KEY SOCIO-ECONOMIC INDICATORS

Manufacturing plays a vital role in Keralaõs economy

ÅKeralaõs traditional industries include handloom, 
cashew, coir and handicrafts.

ÅIn terms of industrial growth, the stateõs average 
growth from 1999-2000 to 2007-08 was 4.9 per cent.

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

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

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

Key industries in Kerala

Handlooms and power looms

Rubber

Bamboo

Coir

Khadi and village

Sericulture

Seafood and other marine products

Cashew

Beedi

Mining

Tourism

Food processing

Spices and spice extracts
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Manufacturing, 

22.5%

Mining, 0.8%

Electricity, 

12.4%

Services, 

51.3%

Irrigation, 

0.9%

Construction, 

12.2%

PERFORMANCE ON KEY SOCIO-ECONOMIC INDICATORS

Kerala has witnessed a strong inflow of investments in the 

services sector

ÅAs of December, 2008,  the  outstanding* 

investments in the state amounted to US$ 29 

billion, with the services sector accounting for 

a major amount of the investments.

ÅBetween April 2000 and June 2009, the 

cumulative FDI inflow in the State was US$ 

261.75 million.

ÅRecent large investments in the state have 

flowed to The Integrated Infrastructure 

Development Centre and the International 

Apparel Park, the video and film park, 

International Convention Centre, Technocity, 

Technopark Phase III, and Vizhinjam Deep 

Water Port.

Break up of investments by sector

Source: CMIE
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*Outstanding investments include new projects and those under implementation, but not projects shelved
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PERFORMANCE ON KEY SOCIO-ECONOMIC INDICATORS

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
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The focus of this presentation is to discussé

× Availabilityof socialandphysicalinfrastructurein the state

× Policyframeworkandinvestmentapprovalmechanism

× Cost of doingbusinessin Kerala

× Key industriesandplayers

× Keralaõsperformanceon keysocio-economicindicators
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AVAILABILITY OF SOCIAL AND PHYSICAL INFRASTRUCTURE IN THE STATE

Skilled as well as unskilled labour is available in the State

ÅAmple workforce availability makes Kerala an 
attractive investment destination.

ÅThe share of female employees in Kerala is 31 per 
cent in public sector and 50 per cent in the private 
sector.

ÅAccording to the Centre for Development Studies, 
migration from Kerala to foreign countries, 
particularly to the Gulf countries is high; this results 
in foreign remittances to the state economy.

ÅMigration from Kerala to other states in India has, 

however, registered a significant decline.

S No Industry
Number of persons 
employed as of 2008

1 Agriculture and allied industries 80,080

2 Mining and quarrying 4,243

3 Manufacturing 255,095

4 Construction 21,348

5
Electricity, gas, water and 
sanitary
services

24,270

6 Trade, restaurants and hotels 38,121

7
Transport, storage and 
communication

102,889

8
Financing, insurance, real estate 
and business services

86,081

9
Community, social and personal 
services

505,290

Total 1,117,417

Source: Directorate of Employment and Training
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AVAILABILITY OF SOCIAL AND PHYSICAL INFRASTRUCTURE IN THE STATE

Social infrastructure (educational and medical institutions) in 

the state is strongé(1/2)

Educational infrastructure

ÅThe literacy rate in Kerala is the highest among Indian 
states ñabout 91 per cent as compared to the all 
India literacy rate of 65.4 per cent.

ÅKeralaõs budgeted expenditure on education in 2008-
09 was US$ 1.3 billion.

Educational infrastructure*

Schools 12,644

Universities 7

Engineeringinstitutions 84

Other graduationcolleges 189

ITI 34

Source: Economic Review of Kerala, 2008

*As of March 31, 2008
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AVAILABILITY OF SOCIAL AND PHYSICAL INFRASTRUCTURE IN THE STATE

Social infrastructure (educational and medical institutions) in 

the state is strongé(2/2)

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

ÅThere are 136 hospitals with 23,871 beds under the 
Directorate of Health Services.

ÅThe state has low death rate and declining birth rate 
leading to a slowdown in the population growth rate.

ÅThe state exhibits better health ratios as compared to 
the national average.

Medical infrastructure

Kerala All-India

Birth rate* 14.7 23.1

Death rate* 6.8 7.4

Infant mortality rate** 13.0 55.0

*Per thousand persons

**Per thousand live births

Life expectancy at birth (years)

Male 71.3 62.3

Female 76.3 63.9

Total fertility rate 

(per woman) 

1.7 2.9
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Source: Economic Review of Kerala, 2008
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AVAILABILITY OF SOCIAL AND PHYSICAL INFRASTRUCTURE IN THE STATE

Transport infrastructure is adequateé(1/2)

Roads Civil Aviation

ÅKerala has a total road length of 173,592 km; road 
density in the state is 446 km per 100 sq km; there 
are eight national highways in Kerala with a total road 
length of 1,524 km.

ÅAgencies maintaining roads in the state include the 
public works department (PWD), panchayats, 
municipalities, corporations, the departments of 
forests, irrigation, railways and the Kerala State 
Electricity Board (KSEB).

ÅPWD 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 stateõs 
road traffic is growing at around 10 per cent, annually.

ÅKerala has three airports - at 
Thiruvananthapuram, Kochi (Nedumbassery) 
and Kozhikode (Calicut) handling both 
international and domestic flights; the 
Kannur international airport is expected to 
commence operations by early 2010.

ÅThe three operational airports, together, 
handled over 2.5 million domestic 
passengers and over 4.3 million international 
passengers in 2008.

Kerala     September 2009
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AVAILABILITY OF SOCIAL AND PHYSICAL INFRASTRUCTURE IN THE STATE

Transport infrastructure is adequateé(2/2)

Railways Ports

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

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

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

ÅInternational container trans-shipment 
terminal are being developed at Vallarpadam, 
near Kochi and Vizhinjam, near 
Thiruvananthapuram.

ÅAn international deep water sea port is also 
being developed at Vizhinjam.
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AVAILABILITY OF SOCIAL AND PHYSICAL INFRASTRUCTURE IN THE STATE

Power and telecommunications development

Power Telecommunications

ÅKerala has 32 power generating stations including 24 hydel 

projects, two thermal power stations and a wind power 

plant owned by Kerala State Electricity Board, and two 

hydel stations and three thermal stations owned by private 

companies.

ÅKSEB has an installed capacity of 2,092.2 MW; the state 

receives another 570 MW from NTPC and private sector 

producers, taking the total installed capacity of the state to 

2,662.2 MW.

ÅKerala 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 industrial 

investments. 

ÅKerala has a teledensity of 52 per cent as compared to an 

all India average of 36.9 per cent.

ÅThe state has 1,242 automatic telephonic exchanges; about 

98 per cent of Kerala's telephone exchanges have internet 

connectivity through the national internet backbone.

ÅVSNL has an international communication gateway at 

Kochi, with two high-speed submarine cable landings (SEA-

ME-WE-3 and SAFE) offering 15 Gbps bandwidth.

ÅAccording to estimates by the Telecom Regulatory 

Authority of India, Kerala had nearly 18 million wireless 

subscribers as of June 2009; the month-on-month growth 

was 3.8 per cent.

ÅThe state is looking to build a telecom city near 

Technopark with an investment of around US$ 109 million.

Kerala     September 2009
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AVAILABILITY OF SOCIAL AND PHYSICAL INFRASTRUCTURE IN THE STATE

Industrial Infrastructure is being developed

Infrastructure Details

Technopark ÅThe Technopark at Thiruvananthapuram is spread over 300 acres

ÅTechnopark currently hosts over 150 IT and ITES companies, together, employing over 20,000 IT 

professionals.

ÅTechnopark Phase II has been declared a SEZ by the Government of India with companies starting to occupy

the campus.

ÅTechnopark will become a 10 million Sq ft technology park once its Phase III is complete. Technoparkõs Phase 

III developmentis being implemented as an IT/ITES SEZ spread over 92 acres

ÅAs part of the Phase IV, named Technocity, Technopark is developing 450 acres of land in Pallippuram, 5 Km 

north from the main campus on the National Highway-47 to Kollam

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

ÅThe 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.

Special Economic 

Zones

ÅApart from the SEZs in Technopark andInfopark, the other SEZs in Kerala include the KINFRA Electronics 

Park SEZ in Kalamassery; a multi-product SEZ at Kochi; two port-based SEZs at Vallapadam and 

Puthuvypeen, both in Kochi;a biotechnology SEZ at Kochi; a food processingSEZ near Calicut; a pulp and 

paper SEZ at Kottayam and a non-conventional energy sourcesSEZ at Kalamassery.

Kerala     September 2009

ÅTwenty-four new  Special Economic  Zones (SEZs) have been approved, of which 11 are notified SEZs. 

Kochi has five SEZs; a cyberpark spread over a 43-acre campus is being developed at  Kozhikode.
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POLICY FRAMEWORK AND INVESTMENT APPROVAL MECHANISM

Key nodal agencies in Keralaé(1/2)

Kerala Industrial 

Infrastructure Development  

Corporation (KINFRA)

ÅThe aim of the organization is to speed up industrial growth in Kerala through 

infrastructure support.

ÅIt operates industrial parks in various sectors with 313 operating units, an investment of 

US$ 167 million and employment opportunities for over 19,000 persons.

ÅHas four new newly operational parks ða food park (at Wayanad), a spices park (at 

Idukki), knowledge park (at Thrissur) and a rubber park (at Kottayam).  

ÅKINFRA has four upcoming projects ða textile centre (at Kannur), food processing park 

(at Adoor), small industries park (at Pathanamthitta) and an integrated textile park (at 

Palakkad).

ÅThere are some 20 projects currently underway under the Assistance to States for 

Developing Export Infrastructure and Allied Activities (ASIDE) scheme.

KITCO Limited (formerly, 

Kerala Industrial and 

Technical Consultancy 

Organization Limited)

ÅInvolved in providing consultancy services, mainly, in the fields of detailed engineering and 

human resources development.

ÅOver 150 ongoing consultancy assignments, most of which are in Kerala.
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POLICY FRAMEWORK AND INVESTMENT APPROVAL MECHANISM

Key nodal agencies in Keralaé(2/2)

Directorate of Industries and 

Commerce

ÅIt is the implementing agency for the Industries Department, Government of Kerala 

ÅProvides infrastructure facilities for small-scale sector by acquiring land and developing 

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

Small Industries 

Development Corporation

ÅProvides infrastructure facilities for the small-scale sector through its major industrial and 

mini industrial estates.

Kerala     September 2009
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POLICY FRAMEWORK AND INVESTMENT APPROVAL MECHANISM

Key nodal agency for Single Window Clearance

Single window clearance and monitoring agency: Kerala State Industrial Development 

Corporation (KSIDC)

Purpose : Composition : 

ÅFormed in 1961 with the objective of promoting, 
stimulating, financing and facilitating the 
development of large and medium scale industries 
in Kerala.

ÅActs as a promotional agency involved in catalysing 
the development of physical and social 
infrastructure required for the constant growth of 
industry.

Consists of a group of professionals

from various fields

including

engineering, management, 

finance and law.

Services offered include project lending, 

single window clearance, equipment purchase 

loan and consultancy.
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POLICY FRAMEWORK AND INVESTMENT APPROVAL MECHANISM

Attractive investment climate through investment friendly 

policiesé(1/8)

Tourism Policy, 2008

Focuses on encouraging tourists into the state

Key initiatives under the policy include the following:

ÅEstablishing responsible tourism in places of tourist interest through better infrastructure and other measures.

ÅFormation of destination management committeesfor every tourist destination

ÅTourist information offices at West Bengal and Mysore have been planned.

ÅSchemes for promoting souvenir industryhave been initated.

ÅDistrict tourism promotion councils have been reconstituted

ÅInitiatives for identifying lesser known and unseen places for developing into tourist centres with necessary infrastructure
have been undertaken.

ÅInitiatives to develop more dormitory accommodations at major tourist centreshave been undertaken.
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POLICY FRAMEWORK AND INVESTMENT APPROVAL MECHANISM

Attractive investment climate through investment friendly 

policiesé(2/8)

SEZ Policy, 2008 

Aims to make Keralaõs economy more export oriented 

Keyfeaturesinclude:

ÅPolicy adopted for setting up of SEZs in the state of Kerala.

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

ÅThe zones will come under the Panchayat Raj Act; the Single Window Clearance Act will be applicable to the zones.
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POLICY FRAMEWORK AND INVESTMENT APPROVAL MECHANISM

Attractive investment climate through investment friendly 

policiesé(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:

ÅAttract investments in manufacturing, agro-processing, health services, knowledge-based industries and services.

ÅEnable growth, revival and diversification of state level public enterprises.

ÅStrengthen and modernise traditional industries.

ÅAssist sectors registering fast growth such as services and commerce sector.

ÅDevelop Kerala as a global centre of excellence with state-of-the-art education and skill sets and preparing a pool of multi 

skilled, technically competent individuals and organisations.

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

ÅSustain industrial and economic growth by facilitating accelerated flow of investment.
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POLICY FRAMEWORK AND INVESTMENT APPROVAL MECHANISM

Attractive investment climate through investment friendly 

policiesé(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:

ÅStandard 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.

Å For companies located outside these districts, the applicable SIS is 40 per cent, subject to a limit of US$ 55,500.
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POLICY FRAMEWORK AND INVESTMENT APPROVAL MECHANISM

Attractive investment climate through investment friendly 

policiesé(5/8)

IT Policy, 2007

Key features of this policy include the following:

Å IT industry units, government IT parks, certified IT parks and Akshaya e-centres are entitled to receive subsidised power 
tariff.

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

ÅIT 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 built-up space.

ÅExemption from entry tax for goods such as machine equipments, capital goods and construction material procured for 
implementation of infrastructure projects has also been provided.

Å IT infrastructure developers in government IT Parks have exemption from stamp duty and registration fee, and transfer 
duty of land.

ÅPrice preference provided on government contracts for companies having registered office in Kerala and employing a 
minimum of 30 per cent of its workforce there.
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POLICY FRAMEWORK AND INVESTMENT APPROVAL MECHANISM

Attractive investment climate through investment friendly 

policiesé(6/8)

Biotech Policy, 2003

The policy focuses on catalysing the development and application of bio-technology while taking advantage of the stateõs     

resources and keeping  global requirements in perspective

Key initiatives support the following:

ÅEnhancing value with adequate assurance of quality in the stateõs export-oriented resources, such as spices and related 
plantation crops, sea foods and marine resources.

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

ÅDeveloping noveland internationally competitive products.
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POLICY FRAMEWORK AND INVESTMENT APPROVAL MECHANISM

Attractive investment climate through investment friendly 

policiesé(7/8)

Biotech Policy, 2003

ÅEnsuring sustainable and eco-friendly use of the stateõs forest,  animal and marine wealth.

ÅBoosting the stateõs renowned healthcare practices of ayurveda by synergising traditional knowledge with scientific 
validation, technical product profiling and clinical data base.

ÅDeveloping recombinant DNA and other modern technologies to combat major health hazards such as cancer, diabetes, 
cardio-vascular and other physiological disorders.

ÅDeveloping diagnostics and vaccines for overall healthcare as well as for protecting the stateõs agriculture, spices, plantation
and forest crops from biotic and a-biotic stresses.

ÅProviding a package of guidelines for financial support and incentives, legal and labour reforms, and institutional autonomies 
needed for the healthy, efficient and competitive growth of biotechnology.
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POLICY FRAMEWORK AND INVESTMENT APPROVAL MECHANISM

Attractive investment climate through investment friendly 

policiesé(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:

ÅFostering an enabling environment for rapid employment generation through enhanced private and public investment.

Å Creating 1.5 million new jobs in the coming five years.

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

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

ÅMinimising adversarial labour relations and providing security in terms of labour market, and employment for the working 
population.
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POLICY FRAMEWORK AND INVESTMENT APPROVAL MECHANISM

Thrust areas for the state government 

Mega industrial parks :

ÅKINFRA will help develop mega industrial parks for select sectors

Industrial townships : 

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

Special economic zones :

ÅProduct specific SEZs, including service SEZs, suited to the stateõs economy with industry-specific 
infrastructure and all basic and supporting facilities.

Industrial corridors: 

ÅThree zones in the state to be developed as industrial corridors, which will qualify as commercial districts.

Sector -specific industrial parks :

Å Industrial parks will be developed for select sectors.
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POLICY FRAMEWORK AND INVESTMENT APPROVAL MECHANISM

Three-tier single window clearance for speedy implementation 

of industrial projects

ÅA single Window Clearance mechanism (SWM) 
established in June 2000 with the intention of expediting 
clearances for new industrial projects.

ÅA state level board, headed by the Chief Secretary, 
issues clearances within a timeframe of 45-days to 
medium- and large-scale industries.

ÅKSIDC is the single contact point and convenor of the 
state board.

ÅDistrict level boards have been constituted for issuing 
clearances required by small-scale industries.

ÅThe District Collector of the respective district is the 
chairman and general manager of the board; the District 
Industries Centre (DIC) is the convenor for such 
boards.

ÅIndustrial 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.

State board Chief 

Secretary

District boards District 

Collector

Industrial area 

board

An officer not 

below rank of 

District 

Collector

SWM structure in Kerala

Source: KSIDC
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