CHAPTER 25
TOWARDSAN INVESTOR - FRIENDLY CLIMATE

Along with the steps to solve the fiscal crisis, the
main focus of thereformseffected inthe State of Kerala
during the past three years has been on the promotion
of investments.

25.2 Many innovative pro-investor, pro-enterprise
policy measur es have been announced in succession
during the last two years by the State Government,
namely, Industrial Policy, Biotechnology Policy, 1T
Policy, SEZ Policy and Labour Policy. These policy
measures have set the background for the transforma-
tion of the State as the emerging industrial destination
in the country. Special importance is being given to
the development of infrastructure in the State; an In-
frastructure Bill has been introduced in the Assembly
and is under the consideration of a Select Committee.
The salient features of the above policies are as given
below —

A. INDUSTRIAL POLICY

» ThelIndustrial Policy 2003 aimsto accelerate
theindustrial growth in the State by attracting
a steady stream of investment in industry, in-
frastructure and core strength sectors by creat-
ing acongenial investment climatein the State.

» Theultimate goals of the Industrial Policy are
indicated below:

» Enhanced and sustained industrial growth rate
and generation of higher employment in in-
dustry.

* Creation and maintenance of an investment
friendly climate and facilitation of measures
to maximize global and local investmentinin-
dustry

* Maximisation of private investment in infra-
structure development, with Government in-
vestment only in areas/functionswhere private
investment cannot be attracted.

* Elimination of all restrictive labour practices,
ensuring cordial industrial relationsand estab-
lishment of a new work culture, with produc-
tivity orientation and productivity-linked
wages.

» Specia legal dispensation enabling amorelib-

eralized environment within notified industrial
zones, parks and estates.

Nurturing the scarce entrepreneurial talent for
the sustainable creation of industrial wealth
with special emphasisontechnically qualified
persons, those from the business community,
women and disadvantaged sections.
Co-ordination of industry with the educational
system in order to produce and update the
particular knowledge and skills required by
industry form timeto time.

Re-engineering the Government’s delivery
mechanism (departments and agenciesaswell
as systems and procedures) to make them re-
sponsive, result-oriented and transparent.
Specia devel opment of sunrise sectorsinclud-
ing information technology, biotechnology,
food and agro processing, infrastructure and
service with high growth potential.
Maximisation of value addition within the
State for indigenous produce and mineralsand
intensive growth (particularly export-oriented)
of Kerala s products and services.

Industrial development in a manner compat-
ible with energy conservation and environ-
mental concerns.

Ensuring cost effectiveness and accountabil-
ity by restructuring public enterprises.
Providing a social safety net for those ad-
versely affected by industrial restructuring.
Reducing Government involvement in com-
mercial activities and industrial production
gradually.

Empowerment of thetraditional sector toface
up to global challenges by appropriate
technology, productivity improvement, design
|/ development and marketing.

» Keraa Institute of Entrepreneurship
Development (KIED) has been estab-
lished at Kalamassery with the objec-
tive of developing entrepreneurship
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and Entrepreneurship Development Clubs.
Regarding sick units the role of government
shall be enhanced from curative action to di-
agnosis and preventive action backed by an
early warning system for industrial sickness.
Government also proposes to bring out aone
time settlement schemefor salestax and elec-
tricity dues for sick industrial units so as to
facilitate their revival.

The Government proposesto meet thethreats
faced by the traditional industries effectively
by measures like introduction of appropriate
mechani zation and technology, removal of in-
efficiencies in the system, professionalising
marketing and export and facilitating largein-
vestment of private capital in these sectors
which are now mostly dominated by co-op-
eratives.

To attract private sector investment badly
needed in these sectors, a special scheme of
investment subsidy with adequate incentives
will be implemented, so that our reliance on
co-operatives heavily dependant financialy
on the government for investment (often to
the extent of 95% or more) will be reversed.
A cluster based approach for production, de-
veloping a brand equity for marketing and
R& D effortsto create new processes are also
proposed.

To uplift the handloom industry, The State
plansto supplement the central schemes pro-
vided through DDHPY (Deen Dayal
Hathkargha Prothsahan Y ojana). The State
plansto implement cluster development pro-
gramme in selected centres.

In the coir sector, the government invites sub-
stantial private investment (now dominated
by cooperatives). Entrepreneur devel opment,
research and technology up-gradation pro-
grammes are planned to enhance productiv-
ity and maintain the competitive edge.
Appropriate initiatives are proposed to re-
vamp the Khadi and Village Industries by rec-
tifying the mismatch in the spinning and
weaving sectors, ensuring value addition es-
pecially to agriculture products.

Treating the handicrafts sector on par with the
other traditional industriesfor incentives and

Source; Kochi Port Trust
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concessions, cluster-based devel opment, com-
mon facilities, mechanized production to re-
duce costs, targeting the global market and pro-
motion of entrepreneursin the business of pro-
duction and marketing of handicrafts are the
corner stones of the handicrafts development
policy.

A specia programme is proposed for cultiva-
tion of bamboo, creation of new designs for
innovative products in the handicrafts sector
along with the appropriate skill development,
promotion of bamboo-based modern industries
supported by technology adaptation and devel-
opment by R & D organizations.
Modernization of the cashew industry to en-
hance productivity, lowering of thelocal costs
of production to prevent the shifting of thisin-
dustry to other low wage regions and strength-
ening further the dominant position of Kerala
cashew in the global market are proposed.
The Government desires to correct the policy
on textiles on the lines of the Government of
India s Textile Policy. The Government also
proposes for phased introduction of power
looms in the state. The Governments aim in
the Weaving / Garment Units sector areto pro-
mote state of the art unitsof international qual-
ity.

As agro/food-processing industry has enor-
mous potential in the State, the Government
will actively promote it, bringing immense
benefits to the economy, adding value to agri-
cultural produce, enhancing rural employment
and incomes

Depending up on the specific sector and loca
tion of investment, investment subsidies
variying from 10% subject to a maximum of
Rs. 10 lakhs to 25% subject to maximum of
Rs. 25 lakhsis proposed. Investment in pollu-
tion control devices, R&D, expansion, diver-
sification, modernization etc are also eligible
for subsidy.

Government to consider a special package of
Incentives, for investment above Rs. 50 crores.
Government will consider a special package
of incentivesfor channelising FDI and for large
infrastructure projects.

Exemption from Electricity Duty and En-
hanced Tariff
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Exemptions from Electricity Duty for five
years to new industrial units from the date of
commencement of their commercial produc-
tion (as per G.O.(MS)N0.71/90/ID dated 21-
05-1990) to continue.

All new industrial units starting commercial
production between 01-01-2002 and 31-12-
2006 will be charged for aperiod of fiveyears
the same tariff payable at the time of com-
mencement of their commercial productionir-
respective of subsequent enhancements of tar-
iff.

» All new units being set up in the vari-
ous industrial parks and Corridor/
Zones declared by State Government
or by Central Government will be ex-
empted from payment of stamp duty
and registration fee for thefirst regis-
tration.

» TheGovernment shall organizeawell-
planned and sustained marketing cam-
paignto promote Keralaasanideal in-
vestment destination. Periodic The
task force headed by the Minister (In-
dustries) will co-ordinate investment
promotion activities. A Special Cell
has been constituted in KSIDC to pro-
vide escort facilities to NRIS/ foreign
direct investors, especialy from the
Gulf. It shall also function asa Tech-
nology Development Cell.

» A StatelLevel Export Promotion Com-
mittee has been constituted and
KINFRA has been nominated as the
nodal agency to sanction export related
infrastructure projectsunder the Assist-
ance to States for Developing Export
Infrastructure Scheme

» TheDirectorate of Industries & Com-
merce will be restructured to play the
role of facilitator and to act as a pro-
motional agency with smplified sys-
tems and procedures rather than as a
regulatory agency.

» The Single Window Clearance Boards
at the State, District and Industrial Area
levels will co-ordinate the issue of
clearances required by new industrial
units being set up in the State within

specified time-frames. The PSUsthat impose
an unsustai nable burden on the exchequer will
be restructured. The State Government shall
constantly co-ordinate with the Government
of India, for ensuring higher Central invest-
ment in Kerala.

The Government will help entrepreneurs and
PSUs obtain patents/intellectual property
rights (IPR).

A task force headed by the Minister (Indus-
tries& Socia Welfare) with the Principal Sec-
retary (Industries), Secretary (IT), Secretar-
ies (Industries), Managing Director, KSIDC
and the Director of Industriesand Commerce
asmemberswill be constituted. Investors/en-
trepreneurswoul d be freeto approach the Sec-
retary (Industries) who will be nominated as
the Nodal Officer of thistask force.

B. IT POLICY

» ThelT Industry Policy document endeavours

to delineate a strategy for harnessing the op-
portunities and the resources offered by Infor-
mation Technology for the comprehensive so-
cial and economic development of the State.
This strategy has been conceived keeping in
view thefact that Information Technology con-
stitutes the primary instrument for facilitating
Kerala s emergence as a leading knowledge
society in the region.

25.3 The Policy initiatives comprise a three
pronged strategy aimed at:

» Creating an appropriate pro-business, pro-
enterprise, legal, regulatory and commer-
cial framework to facilitate the rapid
growth of the IT industry in the state.

» Establishing Kerala as a global center for
excellence in Human Resources, through
the creation of a large pool of diverse,
multi-skilled technically competent man-
power in the State and

» Establishing aninternationally competitive
businessinfrastructure and environment for
theIT industry in the State, on par with the
best facilities and practices worldwide.

» Inline with this broad strategy, the Gov-
ernment have set the following immediate
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objectivesfor the promotion of the I T industry
in the State.
 ToestablishKeradlaasaleading I T des-
tination in the country within the next
fiveyears.

* Toprovideanurturing and enabling en-
vironment conducive to the vigorous
growth of the local IT industry in the
State.

* Tosignificantly enhance direct and in-
direct employment creation in the IT
sector.

e To attain a minimum growth level of
100% every year in IT.

» Tosdignificantly acceleratethelevelsof
investment inflows including foreign
capital into the hardware, software and
ITES sectors.

» Toaggressively promotethe State asthe
destination of choice for emerging IT
business opportunities including IT
Enabled Services, new media products
and E-services. ToestablishITESasthe
definitive core competence of the State.

* To develop Kochi as an international
mediaand ICT hub.

cial framework conducive for investment and
growth of BT enterprises, for the economic de-
velopment and human welfare.

To achieve the Kerala vision in Biotechnology,
ensure hazzle-free implementation and provide
sustained leadership and. resources, the follow-
ing two major initiatives will be, undertaken to
create:

Kerala Biotechnology Board

Kerala Biotechnology Commission

The Chief Minister of Keralawould be Chairman
of theKERALA BIOTECHNOLOGY BOARD
with the ministersfor Industry, Information tech-
nology, Agriculture and Health, Chief Secretary
and Vice-Chairman of State’ sPlanning Board, two
eminent industrialistsand two Biotechnology Sci-
entists/Technocrats as Members with an eminent
Scientist who isalso the executive Vice-President
of the Kerala State Council for Science, Technol-
ogy and Environment as Convener.

TheBoard will organizeacorpusof Rs.100 Crores

to create infrastructure in BT including BT Parks
by collecting a Biotech Development Fund from
the stake holding Departments of Industry, Health,
Agriculture, Forest etc. The contribution of each

25.4 To consolidate and expand the Technopark,
Trivandrum as a leading software and HR Centre
in the region.

C.BIOTECHNOLOGY POLICY
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»  TheBT policy for Keralais designed to cata-
lyse the development and application of BT, taking
advantage of the State's resources and emphasiz-
ing its specific needswhile meeting global require-
ments. The policy is aimed to ensure the rapid ex-
ploitation of pipeline technologies and opportuni-
tiesavailablein the State to products and processes
and to promote the sustained build-up of an €lite
knowledge cadre and knowledge base through the
strengthening and creation of educational and R& D
institutions, establishing infrastructure and putting
in place administrative, regul atory, legal and finan-

Department will bein conformity with the antici-
pated benefits. In addition a BT Development
Fund will earmark 1% of the Annua Plan Allo-
cation of the Departments benefiting by BT. An-
other avenue is to seek grants from international
Agencies and involve private and public Enter-
prises.

The Biotechnology Board will take all top level
administrative and financial decisionsto createthe
best milieu in the country for growth of BT. The
Board will liase with National and International
agencies and will ensure appropriate and timely
implementation of the Policy. It will endeavour
to provide the Biotechnology Enterprises of the
State a consistent, competitive edge.
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> KERALA BIOTECHNOLOGY COMMIS

SION will beresponsible for the implementation
of the BT policy and related guidelineslaid down
by the Biotechnology Board,. The Chairman of
the Commission will be an eminent scientist who
isalsothe Executive Vice-President of the Kerala
State Council for Science, Technology and Envi-
ronment. The Commission will have five mem-
bersincluding two leading biotechnol ogists and
entrepreneurs/industrialists. Three of the Mem-
bers will preferably be from outside of Kerala
State. The Commission will co-opt concerned
Government officialsasMembersasrequired. The
Commission will be the effective think-tank of
the Board and will identify focus areas of invest-
ment and prioritise projects for implementation
and will be responsible for utilization of BT De-
velopment Fund. It will prepare a road-map of
BT initiatives, encourage private-public sector
interaction and assess and approve project pro-
posals.

Kerala State has decided to establish Biotech Parks
with the lead taken by KINFRA. The essential
components, apart from customized lab units, of
the biotech park are:

Bio resource Centre as ahub to provide
infrastructure, equipment. facilities and services
to assist the tenants and clients of the park.
Technology I ncubator with the capability to
develop and license, in collaboration with R&D
institutions, proprietary technologies to the
tenants and clients in the State and elsewhere.
Training Centre where technology skill pack-
ages can be imparted in biotech streams, e.g.,
molecular biology, genetic transformation,
immunol ogy, tissue culture, fermentation and
down stream processing and instrumentation.
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D. SEZ POLICY

Government of India have introduced the con-
cept of Special Economic Zones (SEZ’s) in the
year 2000. The Exim Policy of the Government
of India has been amended to define SEZ’s as
foreign territory for the purpose of trade opera-
tions, duties and tariff. The Customs Act, 1962
has also been amended to place the SEZ’ s out-
side the Customs territory of India

The Cochin Export Processing Zone has already
been converted into an SEZ. Government have
already taken the lead to develop a Greater
Cochin SEZ by adding on more phases of the
SEZ at Cochin Port.

The Government have aready announced setting
up of 3 other Industrial Development Zones at
Thiruvananthapuram, Kanjikode (Palakkad) and
Kozhikode. TheseDZ’s may also be converted
to SEZ’ s subject to the framework of SEZ’s de-
termined by the Government of Indiafrom time
to time.

It has now been decided that the policy will ap-
ply to proposed SEZ's at Kochi,
Thiruvananthapuram, Kanjikode (Palakkad),
Kozhikode and at any other SEZ in Kerala sub-
ject to the framework of SEZ’s determined by
Government of Indiafrom time to time.

An exclusive Development Commissioner of
each SEZ will look after all matters pertaining to
the SEZ’ s in the State. The Development Com-
missioner shall fulfill athree fold role:

» Regulation: To provide clearancesunder
various statues and regulations of Gov-
ernment of Indiaand State Government.

» Facilitation : Tofacilitate clearances not
granted within the SEZ and to advise
Government on issues requiring policy
amendments or clarifications.

* Promoation : To undertake marketing of
the SEZ’ salong with the SEZ Devel oper.
The Government shall endeavour to del-
egateto the Devel opment Commissioner
or to abody headed by the Devel opment
Commissioner such powers as are nec-
essary for expediting clearances for De-
velopers and unitsin the SEZ.
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SEZ’ swill be notified as an Industrial areaun-
der theKeralalndustrial Single Window Clear-
ance Board and industrial Township Area de-
velopment Act, 1999 and exempted from ob-
taining permits from Municipalities / Grama
Panchayats/ Town Planning Department / De-
velopment Authoritiesfor construction of build-
ings for starting an industrial undertaking.
Wherever the area of SEZ is large enough, the
State Government will declare the SEZ’s as
Industrial Township under the Keralalndustrial
Single Window Clearance Board and Industrial
Township Area Development Act, 1999 to en-
able the SEZ's function as self-governing au-
tonomous municipal bodies.

A Single Window Clearance Board will be no-
tified for each SEZ under the Kerala Industrial
Single Window Clearance Board and Industrial
Township AreaDevel opment Act, 1999 for pro-
viding fast-track clearances under that Act.
The Government shall continuously endeavour
to provide a simplified business working envi-
ronment within the SEZ. All clearances out-
side the ambit of that Act will have pre-laid
guidelines and time frames for processing ap-
provals. A self-certification regime will bein-
troduced for al industries in the SEZ. To the
extent possible regulation and governance of
the SEZ shall rest with the Development Com-
missioner. Physical inspections would be un-
dertaken in accordance with aschedul e prepared
in consultation with Development Commis-
sioner.

Government by themselves or through the SEZ
shall ensure the provision of adequate water
supply within the SEZ.

The SEZ Developer will ensure supply of un-
interrupted good quality power to the SEZ’ s at
competitiverates. To thisend, the SEZ Devel-
oper shall have freedom to arrange dedicated
provision of power for the SEZ including gen-
eration, transmission and distribution and in fix-
ing tariffs for the SEZ subject to the approval
of the statutory authority in this regard. The
SEZ Devel opers may establish a Captive Power
Plant (CPP) to meet the requirementsof al con-
sumers within the SEZ. The SEZ Developer
may procure power from NTPC or any other
IPP, which could be wheeled through the State
grid at a charge to be mutually agreed upon.
The SEZ Developer would be entitled to get
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the exclusive license for the retail distribu-
tion of power withinthe SEZ. The SEZ De-
veloper will aso be permitted to establish grid
connectivity for distribution of power within
the Zone, subject to his entering into a sepa-
rate agreement with Kerala State Electricity
Board (KSEB) on mutually acceptableterms.
Power from the State grid shall be supplied
as per requirement for which no ‘stand-by
charge’ will berealized: it will be charged on
‘pay and use’ basis. Surplus electricity gen-
erated in the SEZ shall be purchased by the
KSEB on mutually acceptable terms. Power
generated withinthe SEZ’ s shall be exempted
from payment of electricity duty for a period
of 10 years from the date of commissioning.
Developersof SEZ ‘ sand industrial unitsand
other establishmentswithinthe SEZ’ swill be
exempted from all State and local taxes and
levies including Sales Tax. Purchase Tax,
Entry Tax etc. in respect of all transactions
made between units / establishments within
the SEZ. If dueto tax system constraintsit is
not advisableto grant direct exemption to the
transactions the State taxes paid would be
reimbursed.

Amendments shall be made in State level
rulesand legislationsgoverning levy of Sales
Tax, Turnover Tax, Purchase Tax, Entry Tax,
VAT, State Level Cesses, Betterment Levies
etc. reflecting the position that the SEZ isfor-
eign territory outside the Customs territory
of India and hence outside the State for pur-
poses of trade tariffs duties and taxes so that
salesfrom the DTA into the SEZ shall count
as exports and sales from the SEZ’s to the
DTA shall count as imports. SEZ Develop-
ersand unitsin SEZ’ sshall be exempted from
payment of Stamp Duty and Registration fees
for transactionsinvolving land or built-up area
inthe SEZ's.

Thepower of the Labour Commissioner, Gov-
ernment of Kerala shall be delegated to the
designated Development Commissioner or
other authority in respect of the area within
the SEZ. Steps will be taken for grant of
permissions/ licencesrequired from the Chief
Inspector of Factories and Boilers within the
SEZ's themselves by stationing exclusive
personal for the purpose. Except in emergent
circumstances the prior permission of the
Development Commissioner or other desig-
nated authority of SEZ would berequired for
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the conduct of inspection of industrial unitsand
other establishments within the SEZ by State
Government agencies. Government also pro-
poses to permit self-certification to the extent
possible for SEZ Units and establishments in
respect of various labour laws.

Government proposesto ingtitute aconsolidated
annual return format under various |abour laws.
The power to grant provisional and permanent
SSI Registration and Letter of Intent and regis-
tration of Information Technology units, will be
delegated to the development Commissioner or
other designated authority in respect of unitsin
SEZ's.

Directorate of Industries & Commerce, Kerala
State, Kerala State Industrial Development Cor-
poration, Keralalndustrial Infrastructure Devel-
opment Corporation, Resident Commissioner,
Kerala House, New Delhi shall provide effec-
tive escort services to entrepreneurs / promot-
ers who are desirous or making investmentsin
SEZ.

The State Government shall make appropriate
and exclusive arrangementswithin SEZ’ sfor the
maintenance of law and order.

E. LABOUR POLICY

Labour policy initiativesare aimed at creating
afavourable environment for aplanned effort,
facilitating industrial promotion and revival
along with legidative and structural changes
to bring in an environment devoid of restric-
tive labour practices, but protecting the rights
and interests of the workers.

Minimizing adversarial Labour relations and
providing Labour market security, employment
security, work security, and income security
for the working population.

Promote ideal employee-employer relation-
ships and to curb undesirable labour practices
and adversarial labour relations through suit-
able legiglation, through conscientisation,
awareness raising and appropriate administra-
tive interventions.

With in the purview of the existing laws, en-
trepreneur will have rightsfor engaging labour
and shall not be inhibited by any claims from
‘sons of the soil’, displaced persons from ac-
quired land, construction, contract labour and

dependents of employees.

All restrictive labour practices including intimi-
dation, “gherao”, harassment of managers and
their families, and extortion of any kind will be
treated as criminal offencesand dealt with accord-
ingly.

Management will have the prerogative to deploy
workersin any section of the unit as part of amullti
craft approach.

Government will endeavour to prevent stoppages
of work in projects on account of industrial dis-
putes, especially during thefirst five years of the
project. The Government will also severely dis-
courage deleterious practices such as ‘go-slow’.
To prevent the occurrence of disruptive wildcat
strikes and lockouts, Government will declare
certain vital industries and establishmentsas* pub-
lic utilities” under the Industrial Disputes Act.
Specia conciliation mechanisms will be set up
by Government if, required, exclusively for en-
trepreneursand projectswithinvestment of Rs150
crores or more in order to ensure that labour dis-
putes are handled on site in a pro-active manner.
The viahility of a project depends on the comple-
tion of construction and commissioning withinthe
time and cost estimate. Work stoppages whether
due to labour dispute or non-fulfillment of obli-
gations by builders will not be permitted.
Government will attempt to reduce the needless
proliferation of Trade unions in establishments,
without detriment to the rights and interests of the
work force. Legislation will be enacted for con-
duct of referenda and laying down norms for the
recognition of Trade Unionsin industries and es-
tablishments.

There is a need to expedite the industrial dispute
resolution mechanism of the labour judiciary, in-
cluding the Labour courts, Industrial Tribunals,
Workmen’'s Compensation Commissioners etc.
Government will make requisite amendments to
the rule and procedures governing the function-
ing of these bodiesto speed up and streamlinethis
process. The provisions for publication of the
awards of Labour Courts and Tribunals in the
Government Gazette will be amended to expedite
enforcement.

The Government will also enact requisite State
amendments to the Industrial Disputes Act to en-
able workmen or management to approach La
bour Courts/Industrial Tribunals directly, if the
conciliation process proves to be ineffective.

461




TOWARDS AN INVESTOR - FRIENDLY CLIMATE

» TheKeralaHeadload Workers Act 1978 isan
enactment providing social security net to a
category of workers. However certain unfore-
seen practices relating to loading and unload-
ing have since become an irritant phenomena
perceived as a stumbling block for industrial
growth in the State. A separate legislation to
do away with these practices without affect-
ing the rights and interests of the labour will
be enacted.

» A specia monitoring system will beinstituted
for ensuring work place security and dignified
working conditions for women workers.

» Enforcement committees will be constituted
at district levels on a sectoral basis for moni-
toring the enforcement of statutory rules, wel-
fare measures and safety conditions of work-
ers.

» For the effective implementation of the Mini-
mum Wages Act, Government will expand the
category of employment’ s under the schedule
tothe Act. Wages shall berevised for each cat-
egory of employments without delay and the
payment of minimum wages effectively super-
vised. Government shall take initiative to im-
plement minimum wage for South Indian
States, as part of the measures to implement
the national minimum wage policy.

» The Child Labour (Prohibition & Regulation)
Act will be aggressively enforced and Gov-
ernment will endeavour to make Keralathefirst
Statein the country to befree of Child Labour.

25.5 Thelabour enforcement machinery isgrossly in-
adequate to cope with the multitude of labour laws and
the various establishments that require surveillance.
The enforcement strategy will be to reduce the burden
on the existing machinery and to encourage employers
and other stakeholdersto proactively participate in the
implementation of this strategy on avoluntary compli-
ance basis.

THE LABOUR SITUATION HAS SIGNIFI-
CANTLY CHANGED IN THE STATE IN THE DI-
RECTION OF STABLE INDUSTRIAL RELA-
TIONS AND REMOVAL OF NEGATIVE PRAC-
TICES:

¢+ Changes in the economic environment have im-
proved the industrial relations scenario of Kerala
This is dramatically evident in the statistics. The
number of industrial disputesin Keralahave plum-
meted dramatically.

« The number of disputes arising each year was

around 7800 in 1991, whileit is around 3000
odd now.

+ Government have enacted the “Kerala Load-
ing and Unloading (Regulation of Wages and
Restriction of Unlawful Practices) Act, 2002”
for attracting Investment and eliminating re-
sidual negative perceptions about Kerala La
bour”.

+» Certainretrograde practicesin theloading and
unloading sector have been made cognisable
criminal offences.

+ Inspecifically notified areas, employers have
the right to carry out loading and unloading
work by using workers of their own choice.

+« Claiming wages above Ceiling wages is now
a punishable offence.

Self-certification system hasbeen introduced in
ITNTESand isbeing extended:

¢ To eiminate “Inspector rg”, routine inspec-
tions by Labour Law inspectors have been
eliminated in key sectors like IT/ITES.

¢ Establishments can give “Self Certification”
declarationsto the L abour Department, inspec-
tionswould be resorted to only in case of sub-
stantive complaints.

¢ Sef Certification regime will be extended to
other sunrise industries.

Thefollowing enactmentsar e expected shortly:

* “The Industrial Employment (Prohibition of
Obstructive Practices) Bill” to eliminate irri-
tants/impedimentsto new projectsarising from
local employment claims.

* An enactment to simplify the procedure in
maintaining registers and records by employ-
ers.

* A Trade Union Recognition Bill for limiting
the number of Tus in establishments and its
recognition is underway.

25.6 The dispute resolution procedure has been
simplified to enable early settlement of disputes.

25.7 TO FACILITATE UNINTERRUPTED
WORKING several restrictions have been re-
moved in sunrise industries.

= The following restrictions have been liberal-
ised in sunrise sectors like IT/ITES:

Daily and weekly hours of work

Spreadover

Opening and closing hours

Closing of shops and granting of weekly

000D
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holidays

o Employment of women and persons below seven-
teen years during night

o Thiswill be extended to other key sectors.

The declaration of services as Public utilities has
been extended:

¢ All Export oriented Units and all other unitsinci-
dental thereto in the Cochin Special Economic
Zone

¢ Fertilizers

Transport other than railways for the carriage of

passengers or goods, by land or water

L 4

¢ Agricultura Products processing
¢ Information Technology

¢ Infotainment

¢ Textiles other than Cotton textiles
¢ FilmandVideo

¢ HighTech

.

Electronic Food Stuff Processing

25.8 Inthese industries wildcat strikes become
illegal and punishable. More industries will be
notified on aneed basis.

NEW INITIATIVES

¢+ For al major projects and investments, dedicated
tripartite Industrial Relations Committees will be
Set up to settle issues on the spot.

+«+ Handholding for investors on labour aspects- nodal
officers for each key project.

«» Government will actively discourage stoppages of
work or other impediments to productivity.

25.9 In the wake of the libera policy measures an-
nounced, the State Govt. launched a massive drive to
bring investments to the State and the year 2002-2003
witnessed a major event - the first-ever effort of its
kind by the Government of Kerala- the Global I nves-
tor Meet (GIM). Organised onthe 18" & 19" of Janu-
ary 2003 at the International Convention Centre, Kochi,
the GIM was designed as the culmination of the ef-
fortsmade and turned out to bethe platform for aunique
commune of local, national and international investors.

25.10 The efforts towards the conduct of GIM had
been evolved over an year through road shows, inter-
actions and meetings with prospective investors both
frominside the country and abroad. An unprecedented
and structured effort was put in by the State Govern-
ment towards the conduct of GIM. Select projects
across the core competencies of the State, namely In-
formation Technology, Infrastructure, Tourism, Edu-

cation & Health, Agriculture & Biotechnology and
Urban Development & Real Estate were identified in
association with the various Dept.s of State Govern-
ment through consultants of international repute and
showcased during GIM.

25.11 The Global Investor Meet was a grand success.
GIM attracted an unprecedented massive offer to the
State, of investment proposals aggregating Rs. 26,000
crores, despite the present economic slowdown. MoUs
have been entered into for 96 projects, totalling an in-
vestment of Rs. 11,159.45 crores. Additionally, in-
vestment decisionsto thetune of Rs. 10,000 crores have
been announced by major public sector enterprisessuch
as NTPC and private sector groups that include Reli-
ance Group, Infosys, Microsoft and Sutherland — USA.
Themajor portion of thisconstitutes projects announced
by the Hon' ble Prime Minister in the GIM Inaugural
Function viz., expansion of Kochi Refineries and the
Thermal Power Plant of NTPC, as also the joint sector
Mineral Processing project between Indian Rare Earths
Ltd. & National Mineral Development Corporation
Ltd. And expressions of Interest called for in the con-
text of GIM have resulted in responses received for an
additional 12 projects, which together would augment
investmentsto thetune of Rs. 2,210 crores. Other than
the above, on account of this Government’ sinitiatives
prior to the GIM in the last financial year, about Rs.
3,000 crores worth of investments have been attracted
into the State. (A detailed write-up on the investment
proposals generated during GIM is given in Annexure
2).

25.12 In order that the MoUs signed during GIM may
be examined on acase-to-c ase basi's, the projectsto be
implemented prioritised, the possible bottlenecks in
project devel opment identified and smooth implemen-
tation ensured, the State Government devised a special
mechanism for the implementation of projects taken
up under GIM -The Investment Promotion Board
(1PB).

25.13 The|PB, devised as afast track mechanism for
clearing of projects, is a committee of secretaries
headed by the Chief Secretary. The IPB performs the
functions of an empowered committee of Government
and gives its recommendations to the council of min-
isters where policy and interdepartmental issues are
involved; as aso in cases where decisions are to be
taken by the Council. The IPB also recommend clear-
ances for project proposals/project ideas taken up by
the Board for consideration.
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25.14 Thelnvestment Promotion Board, during itsini-
tial meetings, had considered in detail the various as-
pects relating to i) the Functions of IPB ii) Nature of
projects to be taken up by IPB and iii) the Method of
Operation and forwarded to Government the recom-
mendationsin thisregard. (The Govt. orders constitut-
ing the IPB and detailing the role and functions are
given as Annexure 3). The requirements of prospec-
tiveinvestors exploring investment opportunitiesin the
State in the wake of GIM are also being given careful
consideration by the | PB.

25.15 TheKerala Statelndustrial Development Cor -
poration (KSIDC), the premier promotional agency
of the State Government, has been re-structured to take
on the task of developing industrial, economic and so-
cial infrastructure in the State. The Memorandum of
KSIDC has been amended to include identifying the
infrastructure needs of the State, structure projects to
bridge the gaps and thereby spherehead a balanced
growth over the core competencies of the State, viz.,
physical and social infrastructure. Innovative steps to
achieve this mission have been taken aready. Imple-
mentation of Industrial Growth Centres, a centra
Govt. initiative for the development of industrially
backward districts, is being undertaken by KSIDC. (A
note on the four industrial growth centres, at Kannur,
Kozhikode, Alappuzha and Maappuram is provided
as Annexure 4).

25.16 Kerala Infrastructure Development Corpo-
ration (KINFRA), the organisation specially consti-
tuted to provide requisite infrastructure for projectsin
the State, isactively involved in developing industry —
specific parks acrossthelength and breadth of the State.
(Detailson the various projects devel oped by KINFRA
as also the facilities provided therein are given in An-
nexure 5).

25.17 Also, aM oder nising Gover nment Programme
(MGP) has been drawn up as part of the strategy of
Government to overhaul and improve its services to
the people of the State. The trust in MGP is to facili-
tate public servants and elected officials to serve the
citizens of Keralamore effectively, efficiently and eg-
uitably with greater accountability. This transforma-
tion will facilitate the achievement of the human de-

velopment and poverty reduction targets envisaged in
the tenth Five year Plan

25.18 The highlights of the development
approch of Kerala conceptualased in the MGP
stratagy document recently approved by the
Cabinet are

= To provide an effective support system to new
investors.

= To provide effective guidance/adviceto inves-
tors

= To provide escort service to investors so asto
remove al hurdles in setting up enterprises.

= To ensure hassle-free issue of licenses and
clearances from a single-point

= To eliminate the “ Inspector Rg)”

= De-layering of the decision-making mecha-
nism

= To rationalise licensing and its procedure in
tune with liberalised business environment so as to
attract private investment in the State

= To streamline the regulatory framework so as
to make it relevant to the present market requirement

= To reduce transaction costs in dealing with
government while setting up and running a business

= To make the system more transparent and

easily accessible

F. KERALA RENEWABLE ENERGY POLICY

25.19 In order to develop a proper energy mix in the
State the policy of renewable energy has been enunci-
ated. The focus of the policy is development of non-
conventional energy sources and provision of single
window services for technical assistance, sourcing of
finances and project clearance. Private participation is
to be encouraged along with facilitation of decentral-
ized micro level power generation.

25.20 The key features of the policy include:

1) All Power producers generating grid-grade elec-
tricity using non-conventional energy sourcewould
be deemed as “€eligible producers’. In the case of
small hydro projects installed station capacity
should be below 25 MW.

2) Power producers generating electricity for captive
consumption would also betreated as eligible pro-
ducers.

3) Thereisnorestriction on legal structure for entre-
preneurs—companies, co-operatives, partnerships,
local governments, registered societies, NGOsand
individuals are eligible.

4) All new projects using renewable energy sources
would be given industry status with eligibility for
incentives available to industries.
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5) Equipmentsfor renewable energy would be ex-
empted from Entry Tax.

G.POLICIESON THE ANVIL
I. KeralaInfrastructure Development Bill:

25.21 ThisBill outlines the Government policy for
infrastructure development and is now before the
Select Committee. The Bill provides for the follow-
ing type of concession agreements.

» Build, Own, Operate and Transfer on the basis of
user fees.

» Build, Own, Operate and Maintain on the basis of
user fees.

» Building and Transfer on the basis of payment as
per amortization schedule.

> Build, Leaseand Transfer whereby during thelease
period rent would be paid by the Government

agency.

» Build, Transfer and operate whereby the owner-
ship would beimmediately transferred but the op-
eration would be continued on user charges.

> Lease Management whereby aGovernment project
is given for operation and maintenance on lease.

» Management whereby Operation and M anagement
of the project is transferred as per agreement.

» Rehabilitate, Operate and transfer where an exist-
ing asset has to be rehabilitated.

» Rehabilitate, Own, Operate and Maintain wherean
existing project is vested in a person.

> Service contract for performance of services.

» Supply, Operate and Transfer in the case of ma-
chinery and equipment.

» Joint venturewherejoint financing and implemen-
tation is envisaged.

25.22 All thesetypes of public-private partnership ar-
rangements can be made by government, local gov-
ernments, or government agencies in afair and trans-
parent manner once the law is enacted.

I1. Draft Export Policy

25.23 The Export Policy under consideration has the

following salient features:

» Export Incentive

25.24 Export activity will be declared as a public util-
ity and the units which exports more than 50% of
their production will be given special status. Some

of the export incentives for such units include.

* Exemption from sale tax or entry tax on raw
material, consumables, material handling equip-
ment, intermediaries, semi-finished and sub as-
sembled products.

» Total exemption from power cut.

* Investment subsidy to all the industry who ex-
ports a minimum of 50% of their total turnover.

* Refund of taxes paid on inputs.

» Green card facility for establishment and recog-
nized Export Houses for free
movement of export cargo from any point to the
airport or sea port.

»  Specia Market Development Assistance Scheme
in addition to the Central scheme.

» Incentivesand facilitiesfor 100 per cent Export
Oriented Projects.

* Duty free import of capital goods, component/
spare, office equipment, raw materials, consum-
able etc.

»  Supplies made to a 100 percent EOU from Do-
mestic Tariff Area (DTA) are treated as deemed
exports and exempted from taxes and duties.

» Sdesaredlowed asDTA intheratio of 25:75in
relation to export sales.

» Liberal conditionsfor foreign equity participation.

»  Waell streamlined procedures for al clearances.

» Exemption for corporate income tax for a
continuos block of 5year during the first 8 years
of operations.

» Even more liberalized packages for export — ori-
ented electronics Hardware Technology Parks.

» Income Tax holiday
Income Tax holiday for 5 yearsto industrial units
in Idukki and Wayanad Districts.

» Other Export Promotion Schemes

» Under Zero duties scheme capital goods can be
imported without duty against the commitments
of exportsof six times CIF value of imported capi-
tal goods to be met over 8 years.

» Special subsidiesto tourism related projects.,
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I11. Draft Policy For Development Of Maritime
Sector And Port Infrastructure

25.25 The draft Port policy focuses on the follow-
ing seven portsinitialy.

1) Vizhinjam

2) Thankassery

3) Alappuzha

4) Munambam

5) Ponnani

6) Beypore

7) Azhikkal.

25.26 The policy encourages private sector participa
tion in existing Ports, development of new Ports espe-
cialy for handling POL and Trans-shipment, devel op-
ment of Container Terminals, multi-purpose Jettiesin-
cluding captive Jetties, marinas, warehouses, provisions
of port service including cranes etc.

25.27 The private partners would be selected through
competitive bidding aswell asin specific case through
suo motu bids and “ Swiss Challenge” approach.

25.28 Coasta shipping, tourism and travel, port re-
lated industries and marine industries would also be
encouraged. The partnership agreements would be on
the basis of those modes outlined in the Infrastructure
Bill.

H. TOURISM VISION 2025

25.29 This Vision envisages increase of earnings at
10% per annum and generation of employment oppor-
tunities at 10,000 persons per year and aso an annual
rate of growth of 7% inforeign tourist arrivals and 9%
in the case of domestic tourists. Focus areas include;
development of infrastructure, quality assurance

through classification and monitoring, conservation of
heritage sites, development of tourism oriented infra-
structure, promotion of souvenir industry, devel opment
of specific tourism products like Eco-tourism, ethenic
cuisine and Ayurveda, tourist security and so on.

25.30 The following incentives are proposed.
I ncentives Offered To Private Sector |nvestments

» Investment subsidy

25.31 General investment subsidy of 10% of capital
cost including land, building, furniture, furnish-
ings, equipment, landscaping etc. subject to a
maximum of Rs. 10.00 lakhs will continue for
approved tourism units. Additional subsidy on
the following will also be provided

* Investment in pollution control facilities and equip-
ment’s such as solid/liquid waste management
equipment’s for recycling of wastewater, sanita-
tion facilities, captive power generation (genera-
tors) etc @ 15% of such investments subject to a
separate ceiling of Rs. 5.00 lakhs

» Projects with capital investment exceeding
Rs.50.00 crores may be considered for a special
incentive package except tax — based incentives,
not bel ow the benefits otherwise eligible, on acase
—to-case basis

» Specia package of incentives will be considered
for channeling foreign Director Investment (FDI)
in tourism and infrastructure project

» Electricity tariff concession

25.32 The existing system of remitting the commer-
cial tariff and getting the difference of commercial tar-
iff and industrial tariff from Department of Tourism
will continue.
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