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

/ A Skilledandcost-effectivelabour
A Labourmarketflexibility
A Labourrelations

resources

Resources/Inputs

Incentives to industry L

A Proceduredor entry andexit of firms
A Industrialregulationjabour regulation,
other governmentegulations

A Availabilityof raw materialsand natural A Certaintyaboutrulesandregulations

A Securitylaw andorder situation

. Requlatory framework
Investment climate | JHIatony

of a state J Physical and social

A Taxincentivesandexemptions

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

infrastructure
A Condition of physical infrastructure such as

and medical facilities

/
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The focus of this present

x  TamilN a d pebfearmanceon key socioeconomicindicators
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Tami | Naduds economic perfor
driven by all three sectors

TamilNadu'sGSDP (US$ billion) Percentage distribution of GSDP

CAGR
12.18%

1999-2000 2007-2008

B Primary Sector @ Secondary Sector
@ Tertiary Sector

SourceMinistry of Statistics and Programme Implementation, Economic Review of Tamil Nadu 2008
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Tami | Naduds economic perfor
driven by all three sectors

AThe stateds GDP grew by an i-80p0apds260iD&tereatlRUS® per
72.2 billion.

A Within the primary sector, agriculture and allied activities registered the highest growth.

A The share of the secondary sector in GSDP was 31.2 per cent in-@80% growth being driven by
registered and wmnegistered manufacturing, which achieved a growth of 10.1 per cent between 1999
2000 and 200-08.

A The share of the tertiary sector in GSDP was 55.3 per cent in 208.7Trade and hotels and
restaurants, the largest stdroup of the sector, registered a growth of 11.9 per cent over the previous
year.
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Number of households in the educated and sgtiployed
category is in line with the alhdia average

AThe per capita income of Tamil Nadu was US$ Percentage distribution of households in urban areas
1,271.1 in 200809. by SEC*
E2
AThe share of urban households in the educated El
and seHemployed category in Tamil Nadu is in

line with the aHIndia average. D 27.8

Percentage distribution of households in rural areas by SEC*

0 10 20 30 40 50 0 10 20 30

) i In Percent In Percent
Tamil Nad Alllnd
" e T mATnds = Tamil Nadu  ® Al India

SourceBW Marketing Whitebook 2004.0
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Households in the state have higher disposable incomes as

compared to

t he

r¥2st of t he

A In ownership of assets such as two/fauneelers and consumer electronics, Tamil Nadu is way ahead

of the altindia average.

Percentage ownership of household goods, vehicles and electricity consumption

Four -wheelers

Tamil Nadu 6%
All India 4%
0% 2% 4% 6%
Televisions
Tamil Nadu 7%
All India 41%
0% 20% 40% 60%

SourceThe Market Skyline of India 2006 by Indicus Analytics
7

Two -wheelers

Tamil Nadu 0%
All India 8%
0% 20% 40%
Electricity
Tamil Nadu 889
All India 64%
0% 50% 100%
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Households in the state have higher disposable incomes as
compared to the r22s5t of the

Aln ownership O_f assetg such as clock am_j ceiling Percentage of rural population owning household goods
fans, rural Tamil Nadu is ahead of thelatlia and basic amenities
average.

Sewing machines  In-house toilets Time clocks Ceiling fans

m AllIndia = Tamil Nadu

SourceBW Marketing Whitebook200910
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Smals cal e units play a vital

A Tamil Nadu ranks next only to Maharashtra in terms of contribution of the manufacturing sector to
net state domestic product (NSDP).

A The index of industrial production (IIP) in the state during 2808 registered a growth of 8.1 per
cent as compared to 7.9 per cent during the previous year. The manufacturing group, with the
highest weight in the index, performed well with a robust growth of 8.2 per cent in 2087

AMany heavy engineering and manufactdogged companies are located in and around Chennai.

AMicro and small industries account for 95 per cent of industrial units, 40 per cent of the output of
the manufacturing sector and 35 per cent of th

A Tamil Nadu Small Industries Corporation Ltd. (TANSI), a conglomerate of 64 industrial units, was
formed in 1965.

A Tamil Nadu is an important IT hub.

9 www.ibef.org
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play a vital

Key industries in Tamil Nadu

A Textiles
A Heavy commercial vehicles

A Automobiles and auto

components
A Railway coaches

A Power pumps

10

A Leather tanning industries
A Cement

A Paper

A Safety matches

A Steel

A Information technology
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Tamil Nadu has witnessed a strong inflow of investments in th

manufacturing sector

A Outstanding investments* in the state during the Break up of investments by sector

December 2008 quarter were US$ 121.1 billion. L5

2%
AThe electricity sector attracted the bulk of the

total investment at US$ 36.2 billion.

A The manufacturing sector drew the secoend 23%

highest investment worth US$ 34.8 billion. 2%

SourceCMIE

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

11

m Manufacturing
® Mining

m Electricity

m Services

= Irrigation

Construction
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Key industrie®d districtwi s e ¢é ( 1/ 2)

District Industries

Coimbatore Textile mills, motor pump sets and engineering goods

Cuddalore Fisheries, khadi and village industries

Dharmapuri Sugar mills

Dindigul Tannery, lock and safe manufacturing, food processing industries
Erode Sugar mills, poultry farms, handloom gralerloom, leather
Kanchipuram Textiles

Kanyakumari Fisheries

Karur Paper, textile, sugar, bus body building

Krishnagiri Granite processing units

Madurai Chemical, agro based, mechanical engineering, glass ceramics, hosiery, leather
Nagapattinam Cottage industries and handicrafts

Namakkal Poultry, textile weaving, truck body building

Perambalur Cement

Pudukkottai Strawbased and agrbased industries, cashew

12 www.ibef.org
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Key industried districtw i s e2/2p  (

District Industries

Ramanathapuram | Spinning mills

Salem Mineratbased industry (steel), sandalwood, dairy
Sivaganga Textiles

Thanjavur Agro-based industries such as coconut and palm oil
Nilgiris Tea

Theni Handloom, food processing, safety matches

Thoothukudi Power, match industry, chemical and fishing industries, pearls
Tiruchirapalli Textiles, engineering

Tirunelveli Mineratbased industry

Thiruvallur Fertilisers, refineries

Tiruvannamalai | gpinning mills, textile mills

Tiruvarur Khadi and village industries

Vellore Leather and leathdpased industries

Villupuram Sugar

Virudunagar Textile mills, cement factories, match and fireworks, printing

13 www.ibef.org
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The focus of this present

x  Availabilityof socialandphysicalnfrastructurein the state
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Skilled as well as unskilled labour is available in the state
e (1/ 2)

A Over 85 per cent of the workforce are main workers.*

A Ample workforce availability (both skilled and unskilled) makes Tamil Nadu an attractive
investment destination.

A According to a study conducted by the Confederation of Indian Industry (Cll) in 2006, the state
must create additional educational infrastructure to train 80,000 students annually over the

following decade through publmrivate partnerships.

* Main workers are those workers who work for the major part of the year, i.e., 296 days as against marginal workers whoniesk
than six months

15 www.ibef.org
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Skilled as well as unskilled labour is available in the state

e 22

Employment exchange offices in Tamil Nadu as of 2387

Employment exchange offices 35
Number of people registered on the employment exchange 4,958,231
Registration during the period 1,060,168
Placements during the period 36,363
Central government 225,839
State government 587,111
Central quasgovernment 178,805
State quasgjovernment 333,734
Local bodies 174,039

SourceDepartment of Employment and Training, Chennai

16 www.ibef.org
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Social infrastructure in the form of educational institutes and
medical institutions is strong

Education infrastructure

A Primary education is strong in the state, with about 5,426,610 students joining primary schools in
2007008.

A Higher education is well developed in the state with 296 engineering colleges, 264 polytechnics, 669
industrial training institutes and 1,150 arts colleges.

A Private participation in technical and vocational education is being encouraged.

17 www.ibef.org
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Social infrastructure in the form of educational institutes and
medical institutions is strong

Medical infrastructure

A Tamil Nadu has about 318 hospitals, 8,706 healthcauitres, 1,421 primary health centres and 215
dispensaries for modern medicine.

A The daily average {patient and owpatient strength is about 16,000 and 185,000, respectively.

A For the period 2008206, life expectancy at birth for males was 65 years and for females was 67.4 years,
as against the dihdia figures of 63.7 years and 66.9 years, respectively.

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

18 www.ibef.org
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Tamil Nadu has one of the best infrastructure for collection
of savings and disbursal of credit

AThe banking network in Tamil Nadu has a Financial institutions in Tamil Nadu
deposit mobilisation of over US$ 30 billion and
credit disbursement of over US$ 33 billion. A Rural bank branches 1,654
) ) . A Semiurban bank branches 15,362
A During 200708, with the addition of 5,403
commercial bank branches, deposit mobilisation A Urban bank braches 23 152
and credit disbursement recorded an increase of
21 per cent and 30 per cent, respectively. A Primary agricultural credit societies 4,892
A Indian commercial banks 5,727

A Tamil Nadu has the highest credieposit ratio
in the country, amongst all states.The credit SourceReserve Bank of India
deposit ratio was 108.9 per cent in 208@0.

19 www.ibef.org
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Transport infrastructure is adequate and is also being ramped
up € (1/ 4)

A Tamil Nadu is one of the first states in India to achieve 100 per cent metalled connectivity of rural areas.
ARoad density is 1,588 km./1,000 sg. km. against the national average of 1,115 km./1,000 sg. km.

A Chennai is one of the four nodes of the Golden Quadrilateral Project that links other cities such as
Delhi, Kolkata and Mumbai with Chennai.

A The total length of roads in the state asD@&cember2008 was 192,319 km.

A To upgrade road infrastructure, the state government is implementing a World Bank funded project at a
cost of US$ 500 million.

20 www.ibef.org
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Transport infrastructure is adequate and is also being ramped
up € (2/ 4)

Civil Aviation

A Tamil Nadu has two international airports at Chennai and Trichy, while domestic airports are located
at Chennai, Coimbatore, Tuticorin and Madurai.

A An import cargo complex is coming up in a 27,000 sq. m. area at the Chennai airport, which is
expected to be ready by July 2010.

AThe Chennai international airport is tHest international airport to be awarded the IS@0012000
certification. Construction work on a new passenger terminal at the airport has begun.The terminal,
with a planned capacity of 10 million passengers, is scheduled to be ready by 2011.

AThe Chennai airport has an electronic data interchange (EDI) facility for customs clearance.

21 www.ibef.org
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Transport infrastructure is adequate and is also being ramped
up e (3/ 4)

A Tamil Nadu has a wedistablished, 5,91&m. long network, with a track density of 32.2 km per 1,000
sq. km.

A The main railway junctions include Chennai, Coimbatore, Madurai and Tiruchirapalli.

A Chennai has a wedistablished suburban railway network that connects suburban regions and
neighbouring cities. The Mass Rapid Transportation System (MRTS), which is a part of the suburban
railway network, connects various suburban localities.

A The state has 541 railway stations.

22 www.ibef.org
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Transport infrastructure is adequate and is also being ramped
up € (4/ 4)

A Tamil Nadu has three major ports at Chennai, Ennore and Tuticorin, apart from 15 minor ports.
A 0.81 million tonnes of traffic were handled at the 15 minor ports in Tamil Nadu duringd06

A Chennai port handled 19,617,000 tonnes of traffic between April and July 2009, and 57,491,000
tonnes between April 2008 and March 2009.

23 www.ibef.org
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The state has a robust telecommunications infrastructure

Telecommunications

A The state had 2,030 telephone exchanges as of March 31, 2009. According to estimates by Telecom
Regulatory Authority of India (TRAI), there were 2.26 million wireline connections and 27.7 million
wireless connections in Tamil Nadu as of March 20009.

An terms of average wireless connections per 100 persons,Tamil Nadu is above the national average
and accounted for 9 per cent of I ndiads net wi

A The BhartiSing Tel submarine cable link between Chennai and Singapore has a bandwidth of 8.4
terabits per second; a second submarine cable, of 5.12 terabits per second bandwidth, between
Chennai and Singapore has been commissioned by VSNL.

AThe state has 12,115 post offices offering postal services alone and 3,504 post offices offering both
postal and telegraph services.

24 www.ibef.org
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The stateds I T sector has be
government policies

Information Technology

AMore than 1,400 IT companies operate in Tamil Nadu, employing more than 150,000 professionals.
A Chennai is the second leading software exporter in India, after Bangalore.

AThe Government of Tamil Nadu promoted information technology parkhe TIDEL Park with
1.2 million sq. ft. of spad@ catalysed the development of the Information Technology Corridor of

Chennai.

AThe key projects in Tamil Nadu are the IT Park at Ambattur in Chennai and the IT Park at
Coimbatore.

A Tamil Nadu was one of the first states in the country to announce a separate IT policy.

25 www.ibef.org



AVAILABILITY OF SOCIAL AND PHYSICAL INFRASTRUCTURE IN THE STATE \k
Tamil Nadu| September 2009 I B E F

INDIA BEAND EQUITY FOUNDATION

e, ibel Brg

The stateds I T sector has be
government policies

Information Technology

A Tamil Nadu was one of the first states in the country to enact a comprehensive policy feexmusive use
of the public right of way by organisations in the private/public sectors for laying high bandwidth optic fibr

cables throughout the state.

A Software companies (including services and training) in Tamil Nadu are assured of uninterrupted power
supply. These companies do not have to follow pollution control regulations and do not come under the
purview of the Factories Act 1948.The companies are also exempted from certain provisions of the Tamil

Nadu Shops & Establishment Act.

26 www.ibef.org
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Steps are being taken to make the state power sufficient by
2011

Power

AThe state has an installed generation capacity of 14,300 MW, comprising state, Central and privately
owned power plants.The statewned power plants have a generating capacity of 5,614M\éur
thermal stations with a generating capacity of 2,970 MW, four gas turbine stations with a generating
capacity of 441 MWB5 hydro stations with a generating capacity of 2,093 MW and renewable energy
sources with a generating capacity of 110 MW.

AThe state has a power shortage that ranges from 1,500 MW to 2,000 MW on a daily basis.

A To strengthen the power supply situation, Tamil Nadu has lined up a slew of power projects of more
than 14,000 MW generation capacity in both the public and private sectors.These projects are
expected to make the state power sufficient by 2011 and power surplus after 2012,

27 www.ibef.org
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Special emphasis on building up industrial infrastructure

Infrastructure Details

Madras export processing | Established in 1984 to promote FDI. One of the seven EPZs set up by the Government

zone (MEPZ}i special of India. Multiproduct zone housing 110 functional units. Another 24 units are coming
economic zone up.
SEZs by SIPCOT Two hi-tech SEZs iKanchipurandistrict for electronic/telecom hardware and support

services, leather sector SEZ in Vellore district, footwear SEXanchipurandistrict,
engineering products SEZ in Erode district for pump sets, motors, foundry, etc.,
automobile/auto ancillary SEZTiruvanamaladistrict, transport engineering goods SEZ
inTirunelvelidistrict.

SEZs by TIDCO TIDCO has received hprinciple approval from the Government of India for establishing
multi-purpose SEZs d@flanguneri(Tirunelvelidistrict), Ennore(near Chennai}losur
(Krishnagiridistrict) andPerambaluintegrated Township IT SEZ promoted by

RAKINDO Developers Pvt. Ltd. and TIDCO jointly at Coimbatore. InSimgapore SEZ
coming up afiruvallurdistrict. Two IT andTeSSEZs coming up at TIDEL Park, Chennai.

Apparel parks Two apparel parks have been set up, on&@iatpur and other atlrungattukottainear
Chennai at a total project cost of US$ 133 million, including a Government of India
assistance of US$ 6.5 million. TRetajiApparel Park ifirupur has commenced
production. Efforts being made to establish an apparel patktitiyoor.

Hi-tech weaving parks Two hi-tech weaving parks inauguratedkatmarapalayarand PalladanAnother hitech
weaving park is being set upfatdipatti

28 www.ibef.org



Tamil Nadu’ September 2009 I B E F &

HNDIA BRA GEQTFDOO

wwwwwwww

The focus of this present

x  Policy framework and investment approval mechanism
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Key nodal agencies |1 n Tami

Tamil Nadu Industrial
Development
Corporation Ltd.
(TIDCO)

State Industries
Promotion Corporation
of Tamil Nadu (SIPCOT)

Tamil Nadu Industrial
Investment Corporation
Ltd. (THC)

Tamil Nadu Urban
Development Fund
(TNUDF)

A Established in 1965 as a Government of Tamil Nadu Enterprise to promote
largeand mediurrscale industries in Tamil Nadu.

A Currently focussingon promoting infrastructure projects, industrial parks and
special economic zones.

A Focusse®sn developing, marketing and maintaining industrial complexes/par
and growthcentres and implementing infrastructure development schemes.

A Provides financial assistance by way of term loans for purchase of land, pla
machinery, and construction of buildings for setting up of new industrial unit
well as for expansion, modernisation and diversification of existing units.

A Also extends term loans to the service sector in the state.

nt and
5 as

A Providesproject advisory, financial advisory and consultancy services to var
urban local bodies (ULBs) through its fund manager, Tamil Nadu Urban

ous

Infrastructure Financial Services (TNUIFSL).

30 www.ibef.org
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Key nodal agencies I n Tami |

Tamil Nadu Urban
Finance Infrastructure
Development
Corporation (TUFIDCO)

A Extends financial assistance to urban infrastructure schemes in Tamil Nadu

A Nodal agency for information and communication technology projects for th
Government of Tamil Nadu.

D

Electronics Corporation
of Tamil Nadu Limited A Focusses®n three broad areas, namely, IT promotion for the state of Tamil Nadu,
(ELCOT) IT procurement for the Government of Tamil Nadu anehjevernance
excellence within Tamil Nadu.

Tamil Nadu Small A TANSIDCO, an undertaking of the Government of Tamil Nadu, plays a catalytic
Industries Development role in the promotion and development of smakiale industries and in the
Corporation speedy setting up of industries throughout Tamil Nadu.

(TANSIDCO)

31 www.ibef.org
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Key nodal agency for singlandow clearance

Tamil Nadu Industrial
Guidance and Export Statelevel nodal agency for singlendow clearance

Promotion Bureau
(Guidance Bureau)

A To attract industrial projects and promote investments in Tamil Nadu.

A To function as the Single Window Facilitation and Documentation Centre for
major investment proposals.

A To provide comprehensive information to investors about federal and state

Purpose o o »
government policies, infrastructure, taxation, investment opportunities, etc.

A To function as the Tamil Nadu neresident Indian (NRI) consortium cell to
facilitate NRI investments in the state.

A To monitor implementation of foreign investment proposals approved by tf
Government of India.

—

e

Composition A Funded by a corpus fund created by an equal annual contribution by five
organisations, namely TIDCO, SIPCOT, TIIC, ELCOT and SIDCO.
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Attractive investment climate being created in the state
through investment friendly policies, including sector
speci fic policies ¢é& (1/ 8)

New Industrial Policy 2007

Aims to stimulate further industrial development, attract investment, facilitate buigingew manufacturing
capacity and enable global manufacturing competence and competitiveness of local industry

Key initiatives under this policy include the following:

A Creating two million additional jobs by 2011 and positioning Tamil Nadu as the most attractive investment
destination.

A Raising the contribution of the manufacturing sector to GSDP to 27 per cent by 2011.
A Facilitating industry in capturing a larger share of the world trade in goods/services.
A Reforming regulatory processes and removing procedural hurdles in business.

A Enabling integration of existing industrial clusters with global supply chains.

A Building efficient and dependable industrial infrastructure.

A Developing human resources and intellectual capital to world standards.

A Encouraging symbiosis with small and medium enterprises (SMES) in major industry clusters.

33 www.ibef.org
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Attractive investment climate being created in the state
through investment friendly policies, including sector
speci fic policies ¢é& (2/ 8)

Micro, Small and Medium Industries Policy 2008

Aims to develop micro, small and medium enterprises (MSMES) in the state

A The policyfocusse®n initiatives to be taken for the development of MSMEs in the state, including
infrastructure development, incentive schemes, technology development, subsidy schemes for units located in
industrially backward areas, skill development, marketing support, deregulation and simplification,
administrative reforms and rehabilitation of sick enterprises.
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Attractive investment climate being created in the state
through investment friendly policies, including sector
speci fic policies ¢é& (3/ 8)

Tamil Nadu IT Policy 2002

Aims to sustain the current momentum in IT and accelerate the twin benefits of economic prosperity anc
increased employment

p -

Key focus areas for 20@20 under this policy include:

A Establishing angovernance training academy to train officers and staff of all government departments,
A Establishing {lTeSSEZs aBholinganalluand Perumbakkammear Chennai.

A Establishing IT parks in Coimbatore, MadUrahy, SalemiHosur,Vellore andlirunelveli

A Establishing a national centre of excellence called Indian Institute of Information Technology, Design a
Manufacturing.

A New schemes introduced for the year 20080 under this policy include:

A Skill building initiatives for-governancgrogrammesand repositioning investment strategy in the ne
world economic environment.

W

A Production of electures for subjects offered by the Tamil Virtual University.
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