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FOREWORD

I am pleased to present the Karnataka Industrial Policy 2014 -19. The vision of this policy is to
build a prosperous Karnataka through inclusive, sustainable and balanced industrial
development thereby creating large employment oppertunities.

The policy aims to maintain an Industrial growth rate of 12 % per annum and enhance the
contribution of manufacturing sector to the State GDP from present level of 16.87% to 20% by
end of policy period and spread industrial growth to nook and corner of the State.

Sustainable development is integral to the spirit of this policy and special focus is on
manufacturing sector, creation of employment opportunities and promotion of MSMEs which
have a strong base in Karnataka.

Entrepreneurs belonging to SC/ST, Minority Community, Backward Classes, Ex-servicemen
and Women have been given special attention to encourage enterprise creation and industrial
capacity building by them for an inclusive growth & sustained development.

I am glad that the Hyderabad Karnataka region along with industrially backward taluks have
received adequate attention with a view to create a strong industrial base with equitable
allocation of funds and for overall development of the State.

I thank the Commerce and Industries Department, other Government agencies and our
industry partners, especially the members of Manufacturing Taskforce for their participation,

support and commitment in preparation of this policy.

I welcome leaders of the industry, large, medium, small, micro and all entrepreneurs to take
advantage of our policy and invest in Karnataka and be partners in our growth.

(ajlﬂmaiah é

Date : 7-10-2014 Hon'ble Chief Minister
Place : Bangalore Government of Karnataka




Message

Karnataka has always been industrially forward looking State. We have been one of the
earliest industrialized States in the country and today, the State is extremely well known all
over the world in the field of IT, Software Development and Bio-Technology. We have
attracted considerable investments in manufacturing industry as well.

This current policy aims to attract investment in excess of T 5 lakh crore while providing
employment to more than 15 lakh persons primarily in the manufacturing sector. The policy
also aims to encourage legitimate investments while doing away with bottlenecks and
impediments. In short, a sincere attempt is being made to convert "Red Tape" to "Red Carpet"
wherever possible.

The State has been considered a melting pot of people from various cultural affiliations from
all over the country and abroad. I hope the new industrial policy would encourage more
ethnicity and industrial mixing, so that the productive endeavour of many cultures and people
could be harnessed. I am sure, we would be able to maintain our position on top of the table as
an industry friendly State with an equal concern for the environment.

st 2.

14/i10/201

Kaushik Mukherjee, IASQ/ / “
Chief Secretary

Government of Karnataka

Date : 14-10-2014
Place : Bangalore




From the Desk of
Additional Chief Secretary

The Industrial Policy 2014-19 aims to position Karnataka in the forefront by providing
adequate infrastructure support with attractive enhanced incentives and improved facilitation
mechanism coupled with governance reforms and create an environment to enhance ease of

doing business in the State.

The Policy endeavors in reaching its objectives by creation of quality infrastructure with
comprehensive facilities, human resource development through capacity building & skill up
gradation and looking beyond Bangalore for spreading the fruits of industrialization to the
entire State.

The thrust areas and strategies proposed in the policy attempt to distribute the economic
benefits across a wider cross section of the society in an inclusive manner, by encouraging
women, SC/ST and other backward sections of the society.

Many reforms are proposed across major departments including online filing of combined
application and approvals to facilitate ease of doing business, optimum utilization of resources,
encourage vertical development in industrial areas, protect the scarce industrial land, reduce

inspections, enable submission of online returns etc. to boost the morale of the investors.

Special focus on MSME sector with various initiatives to encourage manufacturing MSMEs

including marketing support and fillip to enhance their competitiveness in international trade.

It is my sincere endeavor to provide the necessary facilitation for the implementation of the
policy and I request all stakeholders to join us in this effort of making Karnataka a preferred

destination for Industry
K.Ratng Pfabha, 1AS
Addition, ief Secretary,
Date : 01-10-2014 Commerce and Industries Department.

Place : Bangalore Government of Karnataka




PROCEEDINGS OF THE GOVERNMENT OF KARNATAKA

Sub : Karnataka Industrial Policy 2014-19-reg.
Read : Government Order No. CI233 SP12008, dated: 28.02.2009.

PREAMBLE:

The State Government considers industrial growth as a means to mitigate poverty and
unemployment. Development of industry, trade and service sector promotes higher capital
formation, improves per capita income level, absorbs surplus work force. To realize these
benefits and expedite socio economic changes, the State accords top priority for industrial
development. In the process, it is aimed at advancing the cause of inclusivity, balanced
industrialization and creating employment opportunities across different classes and

categories of populace.

The State Government had announced Karnataka Industrial Policy 2009-2014 vide G.O. No.
CI 233 SPI 2008, Bangalore, dated 28.02.2009 for promoting manufacturing and selected
service industries in the State. This Policy came into effect from 01.04.2009 and had validity
up to 31.03.2014. Further the validity of Industrial Policy 2009-2014 was extended till the

introduction of new Industrial Policy 2014-19.

Government of India has come out with the National Manufacturing Policy in 2011 with an
objective of accelerated development, inclusive growth and provision of gainful employment.
The policy aims to enhance share of manufacturing in GDP to 25% by 2025 and create 100
million jobs with appropriate skill sets, increase the depth in manufacturing and enhance

global competitiveness.




The Karnataka Manufacturing Taskforce (MTF) constituted by the State Government to study
the manufacturing sector in Karnataka and suggest interventions to drive growth in the sector
in a sustainable and holistic manner, taking into account global trends and existing challenges

in the manufacturing sector has given its valuable recommendations and suggestions.

It is in this context that the State Government is desirous of formulating a new Industrial
Policy to be in alignment with the objectives and goals of the National Manufacturing Policy
2011 and the recommendations of Karnataka Manufacturing Taskforce (MTF) which would

enable smooth transition of policy measures for the benefit of investors in the State.

The policy has been drafted through an extensive consultation process with all the stake
holders i.e. Trade Bodies /Associations, related Government Departments and deliberations
on various components of the policy such as Infrastructure, facilitation mechanism, HRD,
incentives and concessions, MSME development, focused sector etc. and Government
appreciates the valuable suggestions of the Karnataka Manufacturing Taskforce (MTF) and
all other stake holders. The views and suggestions offered by all the stakeholders have been
incorporated suitably in the policy with the objective of making Karnataka a preferred

destination for Industry.

In the light of the above, a decision has been taken by the Government to formulate and adopt a

New Industrial Policy for the period 2014-19.
Hence the following order:
GOVERNMENT ORDER No: CI 58 SPI 2013, BANGALORE, DATED:01.10.2014

In the circumstances explained in the preamble, Government is pleased to announce the
Karnataka Industrial Policy 2014-19 as detailed in Annexe to this order supported by the

following annexures :

Annexure | List of Service Enterprises eligible for package of Incentives and Concession

Annexure 2 List of Industrial Activities / Enterprises not eligible for Incentives and Concession




Annexure 3A  Terms and Conditions for extending incentives and concessions

Annexure 3B Terms and Conditions for Private Industrial Areas/Estates

Annexure 4 Initiatives for Export Promotion

Annexure 5 Definitions

The vision of Karnataka Industrial Policy 2014-19 is to build a prosperous Karnataka through

inclusive, sustainable and balanced industrial development thereby creating large

employment opportunities. The objectives of the policy are as follows:

(i)
(ii)
(i)

(iv)
)

10 maintain an industrial growth rate of 12 % per annum.

To enhance the contribution of manufacturing sector to the State
GDP from present level of 16.87% to 20% by end of policy period
To attract investment of % 5.00 lakh crore

To create employment opportunities for 15 lakh persons

To create an environment to enhance ease of doing business in the State.

Government desires to achieve these objectives through the following policy measures:

(i)
(ii)
(ii)
(iv)
v)

(vi)
(vii)
(viii)
(ix)

Creation of quality infrastructure with comprehensive facilities.

Human resource development through capacity building and skill up gradation.
Simplification of facilitation mechanism and procedural reforms.

Thrust for Hyderabad Karnataka area.

Special thrust for encouraging SC/ST entrepreneurs, Women entrepreneurs,
Non Resident Kannadigas (NRKs) etc.

Encouragement for export promotion.

Support for R&D and Digital Direct Manufacturing

Encouragement for Anchor Industries

Attractive incentives and concessions

The above industrial policy and package of incentives and concessions shall come in

to effect from 01/10/2014 and will be valid for a period of five years or till a new policy is

announced.

This order issues with the concurrence of Finance Department vide U.O. Note FD/726/Exp-1/2014

dated 16/07/2014 and 06/08/2014, Water Resources Department vide U.O. Note

WRD/140/KBN/2014 dated 21/6/2014, Infrastructure Development Department vide U.O.

Note IDD/28/1-TC/2014 dated 05/06/2014, Labour Department received vide




Ka E /170/LET/2014 dated. 29/4/2014, Forest Ecology and Environment Department vide
letter dated 08/04/14, Energy Department vide their UO note EN2/VSC/2014/P1 dated
30/06/2014 and dated 31/07/2014, Planning Department vide their UO Note
PD/26/FRO/2014 dated 16/06/2014, Urban Development Department received vide UDD/45
/UMS/2014 dated 21/07/2014, Revenue Department vide U.O. Note NO: RD/230/LGB/2014
dated 21/07/2014 and U.O. Note NO: KA E/25/MU NO MU/ 2014 dated: 22-07-2014,
Department of Women and Child Welfare received vide UO Note no WCD/4397/PRS/2014
dated 21/7/2014, Rural Development and Panchayath Raj vide U.O note KSRLPS/Kai Nee-
2014-19/2014-15 dated 23/7/2014 and Cabinet approval dated 11/09/2014.

By Order and in the name of the

Governor of Karnataka,

(K. RATN ABHA, 1AS)
Additional Chief[§

Commerce & Industries Department.

cretary to Government,




Annexe to \
G.0. No: CI S8 SPI12013 Dtd:01.10.2014

Preamble:

India outlook:

India has achieved significant holistic growth and development in the last two decades.
Today, the Indian economy with a population of 1.2 billion people ranks as the
tenth-largest economy in the world and third largest in terms of GDP on Purchasing
Power Parity basis. It is characterized by a liberalized foreign investment and trade
policy, with a significant role being played by the private sector. However, like all other
economies, India too faced a setback due to the global recession of 2008-09 and has

witnessed a slowdown in economic growth in recent years.

The Planning Commission has set an average GDP growth target of 8% for the 12" Five
Year Plan. The average GDP growth rate targets for Industry and Services sector are
7.6% and 9% respectively. Itis crucial to accelerate the output of core sectors and speed
up implementation of big ticket projects, while laying emphasis on research and
development and adequate availability of skilled manpower to improve India's

competitiveness in the manufacturing sector.
Karnataka outlook:
General:

Karnataka is one of the leading States in driving India's economic growth. The State
GDP of X 2970 billion (US$ 49 billion) in 2012-13 (at constant prices) grew at 5.3%,
higher than the national GDP of 5% when compared to FY 2011-12.

The State's export of T 2400 billion (US $ 40 billion) during the period 2012-13
constitutes 12.69% of all India exports. Its share in the national exports for IT is 40%
and for electronics and hardware is 38%. The share of electronics and software in
State's exports stands at 60% for the period 2012-13. The State is home to the fourth

largest technology cluster in the world after Silicon Valley, Boston and London.

Manufacturing sector employs 11% of the work force followed by Construction sector
with 9.60%. Service sector (Secondary and Tertiary sector) employs 46% of the work

force as per Economic Survey of Karnataka 13-14.
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Karnataka is the Knowledge Hub of Asia with 201 plus Engineering colleges, 114 plus
Medical colleges/institutions, 50 Universities and 13 International Schools apart from
presence of more than 370 plus world renowned high end research and development
organizations. The World Economic Forum has identified Karnataka among the

top four innovation hubs in the World.

With good rail, road & air connectivity, logistic support, infrastructure, excellent
telecommunication network and peaceful labour, the State has been a preferred
destination for investment attracting 4" largest FDI in the country. The State is

considered as the fastest growing market in India.

State has been ranked 1" for a healthy business climate and attracting investments by
World Bank's Investment Climate Index and Bangalore — Best India City to
Live in - 'Quality of Living Survey - Worldwide Rankings, 2011'- Mercer.

Industrial Scenario:

There are about 1054 large & medium manufacturing industries in various sectors in
the State which include Machine Tool, Steel, Cement, Automotive and Aerospace
industries. In addition, about 2500 IT companies including 700 MNCs, about
600 Textile units and a large Agro based industries providing substantial employment

opportunities to the youth are thriving in the State.

The State is home to major automotive industries such as Toyota Kirloskar, Volvo,
Honda Motors, TVS, Tata-Marco polo, L&T Komatsu, Mahindra Reva, Scannia,
Bosch, Siemens, JK Tyres etc.

It is also the Biotech Capital of India and home to nearly 60% India's biotech units. It
has planned dedicated Biotechnology parks and centers such as Nutri / Nutraceutical
and Phyto-Pharmaceutical Park (N2P2) at Mysore, Marine Biotech Park at
Mangalore, Agri Biotech Park at Dharwad and Vivarium (Animal House) at Bidar.
Some of the key players such as Biocon, Glaxo Smith Kline Pharmaceuticals Ltd.,
Jubilant Life Sciences Ltd. and Astra Zeneca India have established their key centers
in the State.




With the presence of HAL, NAL, AIRBUS, BOEING, ISRO, HCL, Honeywell, UTC
Acrospace, Goodrich Corporation etc and with a good ecosystem the State is

emerging as the favoured global destination in Aerospace Sector.

MSME sector is a vibrant and vital sector of the State economy in terms of
employment generation and share of production. There are nearly 4.81 lakh
registered MSMEs in Karnataka as on 31.03.2014 providing employment to over

28 lakh persons with a total investment of around ¥ 18,635 crore.

The State has also carved a niche for itselfin the textile sector. [t is the largest producer
and exporter of silk and silk products in the country and produces over 20% of the
national garment production. The State has planned dedicated apparel zones in
Bangalore Rural, Tumkur, Kolar, Mandya, Belgaum, Bidar and Dharwad.

Karnataka Industrial Area Development Board (KIADB) has developed
145 Industrial Areas spread over 33,513 acres across the State and has allotted lands to
over 16,960 units. KIADB has also acquired 44,704 acres of land in favour of
437 units under SUC scheme.

Karnataka Small Scale Industrial Development Corporation (KSSIDC) has allotted
Industrial Sheds/ Plots to 13,513 units inits 174 industrial estates across the State.

Power Scenario:

Karnataka has an installed generation capacity of about 14,159 MW of which about
6,158 MW is from thermal power generation, 3,600 MW from hydel power,
3,571 MW from renewable energy sources and 500 MW from other sources (nuclear
and diesel). Hydel power generation has helped the State plan and match its

requirements spread over different seasons throughout the year.

As on this date 2,332 MW of wind energy and 736 MW of small hydel power are put to

use with an additional co-generation of 1,126 MW.

The potential of the renewable energy sector in Karnataka is estimated to be about
30,000 MW of which the share of wind energy is about 13,323 MW and that of solar

energy is 10,000 MW which can be explored by private sector investors.




With the ongoing and proposed power projects taken up by KPCL, NTPC, IPPs and
renewable energy developers about 15,535 MW is expected to be added to the installed
capacity of the State in the next few years.

Water Scenario:

Karnataka accounts for about six per cent of the country's surface water resources of
17 lakh million cubic meters (Mcum). About 40 percent of this is available in the east
flowing rivers and the remaining from west flowing rivers. There are seven river basins
with which their tributaries drain the State. The river systems include: Krishna,
Cauvery, Godavari, West flowing rivers, North Pennar, South Pennar and Palar. Most
of the rivers in the river systems are inter-State rivers and are east flowing. Yield in the
seven river basins is estimated at 3,418 TMC at 50% dependability and 2,934 TMC at
75% dependability. The State receives annual normal rainfall of about 1,138 mm in

over 55 rainy days and the availability of ground water is estimated at 485 TMC.

With a view to conserve water resources and adopt a systematic approach for overall
development, the State has formulated a State Water Policy in 2002, according to which

drinking water has the first priority, irrigation and industries follow next in the order.

The State water resources other than west flowing are riparian in nature and are
governed by various tribunal awards. As per Desai committee report, availability of
water under various basins have been identified and based on the requirement of

industries, water can be made available depending upon the source and the yield.

The industry shall draw water directly from the source during the monsoon period. The
industry which requires water throughout the year may have to construct pondage at

their cost and meet the water requirement during the lean period.
Other Infrastructure Scenario:

Karnataka is blessed with 320 KM of coastal line with 2 major ports at Mangalore &
Karwar and 10 minor ports. Tadadi port is being developed by the State Government.

Mangalore port, deepest inner harbour on the west coast with 15.4 meters depth (being

increased to 19 mts) at the entrance channel has the highest productivity among major




ports of India. It is connected to three National Highways:- NH 13, 17 & 18, Southern,
South-Western and Konkan Railways. There is an urgent need to connect this port with
the hinterlands such as Bangalore, Hassan, Tumkur, Chitradurga districts to improve
its utility for the State apart from augmenting the material handling capacity. A four
lane tunnel at Shiradi Ghat is planned by NHAI with JICA assistance. State
Government will collaborate with NMPT in achieving these objectives and would like
to include this as an important component of Chennai Bangalore Chitradurga
Industrial Corridor (CBCIC) and Bangalore Mumbai Economic Corridor (BMEC)

projects and to promote exports from the State.

State has a share of about 4,490.71 KMs of National Highway and about 20,774.37 KMs
of State Highway network across the length and breadth of the State apart from other
Major District Road network of 49,905.56 KMs which makes the movement of goods

and passenger traffic easier.

Karnataka has a total of 3,250 KMs of railway line spread along the length and breadth
of the State and has proposed to Government of India (Gol) to take up the
establishment of more railway lines in Karnataka on cost sharing basis. PPP model is

also being examined.

The State Government has already submitted and is pursuing the proposal of
Hubli-Ankola railway line with Government of India for environmental clearance
which will connect the hinterland to the coast in addition to the Hassan-Mangalore
railway line. Doubling of Bangalore-Mysore railway line is expected to be completed
by March 2015.

Karnataka has five functional Airports of which two are International Airports
(Kempegowda International Airport, Bangalore and Mangalore Airport, Mangalore).
State proposes to upgrade the Hubli Airport to international status. Belgaum Airport
connects northern Karnataka with other States and Mysore Airport is being expanded.
It is proposed to develop minor Airports at Gulbarga, Shimoga, Bijapur, Bellary and
Hassan thereby providing air connectivity across the State. State also has two Air Force

flying stations in the State, one at Bidar and the other at Belgaum.
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Logistics parks are also being developed for planned and systematic handling of

goods in and around major cities.

Metro Project for Bangalore (42.3 km in phase - I) is expected to be completed by the
end 0of 2015 and phase - I of 72Kms has been approved.

Natural Gas Pipeline Infrastructure in the State:

Gas Authority of India Limited (GAIL), a Government of India undertaking, has laid
main trunk pipelines with a design capacity of 16 MMSCMD for about 746 kms for
transporting gas from Dhabol to Bangalore and it covers nine districts in Karnataka
from Belgaum to Bangalore. The total length with spur lines is proposed to cover 1,370 kms.
This pipeline is in the influence region of the proposed Bangalore Mumbai Economic
Corridor (BMEC) and Chennai Bangalore Chitradurga Industrial Corridor (CBCIC)
being initiated by Government of India, and gives fillip to development of industrial
areas / regions as nodes along the BMEC and CBCIC.

The commissioning of Dhabol — Bangalore gas pipeline will be a catalyst and has
opened up immense possibilities for environment-friendly industrial development
with greater efficiency and cost effectiveness in the State. This corridor is being
proposed to be developed as “Green Corridor” considering the environmental

friendliness of natural gas.

The Gas pipe line will cater to the needs of Industry, Transport sector and City Gas
Distribution (CGD) in the major cities along the corridor commencing with

Bangalore city.
Industrial Policy of Karnataka:

The State Government considers industrial growth as a means to mitigate poverty and
unemployment. Development of industry, trade and service sector promotes higher
capital formation, improves per capita income level and absorbs surplus work force.
To realize these benefits and expedite socio economic changes, the State accords top
priority for industrial development. In the process, it is aimed at advancing the cause

of inclusivity, balanced industrialization and creating employment opportunities




across different classes and categories of populace. The State was the first to bring out
an Industrial Policy and has brought subsequent policies with the sole objective of
taking Karnataka to newer heights in respect of industrialization and to sustain growth

over the years.

The State Government had announced Karnataka Industrial Policy 2009-14
vide G.O. No. CI1 233 SPI12008 Bangalore dated 28.02.2009 for promoting manufacturing
and selected service industries in the State. This Policy came into effect from 01.04.2009
and had validity up to 31.03.2014. Further the validity of the Industrial Policy 2009-14 has
been extended till the introduction of Industrial Policy 2014-19.

Progress achieved during policy period -2009-14

As against the targeted investment of ¥ 3.00 lakh crore and employment generation for
about 10.00 lakh persons during the policy period, about 1,450 project proposals with
a proposed investment of ¥ 7.13 lakh crore were approved with an employment
potential for about 26.84 lakh persons. Out of these, about 169 proposals were
implemented with an investment of about ¥ 1.08 lakh crore generating employment to
about 1.47 lakh persons. Around 863 proposals with an investment of about¥ 3.21 lakh are
under various stages of implementation. Apart from this 1.07 lakh MSMEs are
registered with the Government with an investment of ¥ 9,037 crore generating

employment for about 6.77 lakh persons.
Few other achievements are listed below.
Land & Infrastructure:

¢ Under the Land Bank Scheme, about 1,15,000 acres were identified and about
50,887 acres were notified for acquisition and 21,486 acres were acquired.

» KIADB has taken steps for establishment of tertiary treatment plants to supply
water to industrial areas.

« Action has been initiated for establishment of Sector specific parks namely,
Pharma, Aerospace, Spice, Hardware, IT, Food, Textile and Apparel.

« As a first step in the State, Electronic City Phase-I, I and III with an extent of
903 Acres 11 guntas, is declared as “e-City Industrial Township Area" under
section 364-A of the Karnataka Municipalities Act, 1964 and to manage the area
Electronics City Industrial Township Authority (ELCITA) was formed.
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Facilitation:

* Amendments to Industrial Facilitation Act 2002 were brought in to give more
powers to the District and State Level Single Window Clearance Committees
(DLSWCC/SLSWCC)

« E-Udyami, an online application filing and monitoring system was introduced
in Karnataka Udyoga Mitra

* To sort out various issues faced by Industries, Kaigarika Adalats were
conducted at District and Divisional level.

* To showcase investment opportunities in the State, Global Investors Meet
(GIM) 2010 and GIM 2012 were conducted successfully.

Incentives and Concessions
* Incentives and concessions of ¥ 250 Crwere granted to more than 4000 units.
Skill Development:

+ To impart skill development and better employment opportunities, 13 Skill
Development Training Centres were established in association with Private

[nstitutions under PPP mode.
Timely Services to Industries

» In order to provide timely services to industries Six services of industries

department were brought under Karnataka Sakala Services Act—2011.

The overall economy of India during the 11” five year plan could not grow at the pace
as planned due to global slowdown witnessed from the beginning of 2008. Karnataka
was not an exception. In general the industrial growth in Karnataka was slow during
policy period 2009-14. The wide spread drought situation in the State also contributed
to the sluggishness.




Need for New Industrial Policy:

The State Government now intends to consolidate the strategies and achievements
made so far by providing adequate infrastructure support with attractive enhanced

incentives and improved facilitation mechanism coupled with governance reforms.

Government of India has come out with the National Manufacturing Policy in 2011
with the objective of accelerated development, inclusive growth and provision of
gainful employment. The policy aims to enhance share of manufacturing in GDP to
25% within a decade and create 100 million jobs with appropriate skill sets, increase

the depth in manufacturing and enhance global competitiveness.

The Karnataka Manufacturing Taskforce (MTF) constituted by the State Government
to study the manufacturing sector in Karnataka and suggest interventions to drive
growth in the sector in a sustainable and holistic manner, taking into account global
trends and existing challenges in the manufacturing sector has given its valuable

recommendations and suggestions.

It is in this context that the State Government is desirous of formulating a new
Industrial Policy to be in alignment with the objectives and goals of the National
Manufacturing Policy 2011 and the recommendations of Karnataka Manufacturing
Taskforce (MTF) which would enable smooth transition of policy measures for the

benefit of investors in the State.




\10

Industrial Policy 2014-19:
(i) VISION

To build a prosperous Karnataka through inclusive, sustainable and balanced industrial

development thereby creating large employment opportunities.
(ii) MISSION

2.1 To make Karnataka as preferred destination for industrial investment with special
focus on manufacturing sector

2.2 To provide opportunities across the State for industrial development and enable
scope for large scale local employment through private sector

2.3 Todevelop human capital to meet the needs of industry

2.4 To create conducive environment for optimal utilization of natural resources for
sustainable industrial development

(iii) OBJECTIVES

3.1 Tomaintain an industrial growth rate of 12 % per annum.

3.2 To enhance the contribution of manufacturing sector to the State GDP from
present level of 16.87% to 20% by end of policy period

3.3 Toattractinvestment of ¥5.00 lakh crore
3.4 Tocreate employment opportunities for 15 lakh persons

3.5 Tocreate an environment to enhance ease of doing business in the State.
(iv) STRATEGIES

4.1 Creation of quality infrastructure with comprehensive facilities.

4.2 Human resource development through capacity building and skill up gradation.
4.3 Facilitation mechanism and procedural reforms,

4.4 Classification of taluks

4.5 Encouragement for industrial development in Hyderabad Karnataka Area.

4.6 Promotion of MSMEs.

4.7 Special thrust for encouraging SC/ST entrepreneurs.
4.8 Encouragement to Women entrepreneurs.

4.9 Encouragement to Minorities, Backward classes, Physically challenged persons,
Ex-servicemen entreprencurs




4.10
4.11
4.12
4.13
4.14
4.15
4.16
4.17
4.18
4.19
4.20
4.21

Encouragement to Non Resident Kannadigas (NRKs)
Encouragement for export promotion.

Encouragements to units adopting energy efficiency measures.
Encouragements to renewable energy projects.
Encouragements for adoption of green and clean practices.
Support for R&D and Digital Direct Manufacturing
Intellectual property rights initiatives

Promotion of investment and trade

Encouragement for anchor industries

Incentives and concessions for Large, Mega, Ultra Mega, Super Mega enterprises:

Focused manufacturing industries

Budget Support

(v) POLICY MEASURES

5.1. Creation of quality infrastructure with comprehensive facilities

5.1.1 Establishment of new industrial areas through KIADB

5.1.1.1 Readily available and adequate extent of land is a pre-requisite for
industrial development. The State would focus more on making available
allottable industrial lands with comprehensive infrastructure facilities to

the project proponents across the State.

5.1.1.2 The guidelines of 'The Right to Fair Compensation and Transparency in
Land Acquisition, Rehabilitation and Resettlement Act 2013 promulgated
by Government of India will be followed while acquiring land for
industrial purpose. Due care will be taken to ensure that only waste, barren,

kharab, dry and single crop lands are acquired for industrial purposes.

KIADB will make provisions for providing at least one employment per

land loser family while acquiring land for industries as far as possible.

5.1.1.3 Each industrial area will be formed on commercial viability basis with
proper access, adequate water, power and other essential facilities. Plots

will be allotted only after complete development of the industrial area.

5.1.1.4 Itis proposed to reserve 10% of the land area for promotion of supporting
social infrastructure like housing, service apartments, hospitals, shopping
complexes, restaurants, etc., in all future KIADB industrial areas of

over 1,000 acres.

"
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5:1.1.5

5.1.1.6

18 [

5.1.1.8

5.1.1.9

5.1.1:10

- A I8 I

5:1.1.12

5.1.1.13

Priority will be given in land allotment for power generating units within
KIADB industrial areas.

Land requirement of the projects will be audited by Government before
approval to ensure optimal utilization of available land.

Industrial land by KIADB henceforth shall be allotted to the project
proponents only on 99 years lease basis with adequate flexibility.

KIADB will supply treated water to industrial areas for industrial use.
Suitable arrangements will also be made by KIADB for supply of potable
water.

KPTCL will take up power sub stations of suitable capacities in various
existing and proposed KIADB industrial areas funded by the State
Government or the cost to be built up through tariff.

All industrial feeders of 33KV/66KV/110KV/220KV shall be treated as
express feeders with 24/7 power supply.

KIADB will make available the updated information about the availability
of land/plots to public through their website.

It 1s proposed to acquire about 40,000 acres of land across the State for
industrial requirements during the policy period by KIADB. The land
would be acquired in a phased manner at the rate about 8,000 acres of land
(including SUCs) every year for allotment to industries.

To meet the fund requirements, KIADB will create a corpus fund on
revolving basis which will be structured so that it is financially viable on its
own and remains self- sustaining.

5.1.2. Establishment of Industrial Corridors:

5.1.2.1

5122

Chennai-Bangalore-Chitradurga Industrial Corridor (CBCIC) and
Bangalore-Mumbai Economic Corridor (BMEC) would be expedited on
the lines of Delhi-Mumbai Industrial Corridor (DMIC) with the support of
Government of India. To trigger industrial growth along the corridors, it is
proposed to utilize the technical and financial assistance available through

Japan International Cooperation Agency (JICA)

Further, State will also explore the option of setting up of following State
Industrial Corridors (SIC) for benefitting backward districts and leading to
sustainable industrial development along the length and breadth of the State.




i. Bangalore-Mandya-Mysore-Chamarajangar,
ii. Chitradurga-Bellary-Gulbarga-Bidar

iii. Dharwad—Koppal-Raichur

iv. Bangalore—Hassan-Mangalore

v. Chitradurga-Haveri-Karwar

vi. Tumkur-Shimoga-Honnavar

vii. Raichur-Bagalkot-Belgaum

5.1.2.3 Bangalore-Mandya-Mysore-Chamarajanagar corridor is suitable for

establishment of Knowledge based industries corridor.

5.1.2.4 Government of India has accorded in principal approval for establishment
of four National Investment and Manufacturing Zone (NIMZs) at Tumkur,
Kolar, Gulbarga and Bidar Districts. These NIMZs or the Industrial Nodes
at these locations along the CBCIC/SIC will be the engines of growth for

manufacturing sector.

5.1.2.5 NIMZs will be developed through Special Purpose Vehicles (SPVs) as per
the guidelines of National Manufacturing Policy, Government of India.
State Government will support these SPVs through equity participation
(not more than T 500 crore per NIMZ). State will pass required legislations

to empower the SPVs to discharge their duties.

5.1.2.6 PPP route will be encouraged to bring in additional private investments
into development of industrial infrastructure including roads, water

supply, power and ports.

5.1.2.7 State Government to maximize utilization of Mangalore port capacity and
develop Tadadi port into an all weather port. Upgradation of new
Mangalore port and establishing connectivity with NIMZ Tumkur and

Bangalore to be included as an important component of CBCIC project.
5.1.3. Special Investment Region (SIR)

To decongest Bangalore and to promote other areas through industrial
development it is proposed to notify potential areas as Special Investment
Regions (SIRs) to provide substantial infrastructure support from State
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Government. It is proposed to notify one such SIR area encompassing Dharwad,

Gadag, Haveri and Belgaum Districts.

Mysore, Mangalore, Hassan, Bagalkote, Bijapur, Raichur, Koppal, Bellary will

be developed as industrial nodes.

5.1.4. Establishment of Industrial Areas and Estates by Private Investors or through PPP
orin association with other Government agency:

Considering the constraints of KIADB and KSSIDC (funds mobilization and
shortage of manpower etc.) for establishment of new industrial areas, it is
proposed to encourage establishment of industrial areas and estates in the State

either by private investors or in association with another Government or through
PPPmode.

a) Eligibility: Projects with a minimum area of 100 acres either approved by
Government of India or recommended by a committee headed by
ACS/Principal Secretary to Govermment, C & I Department and
approved by SHLCC.

b) Land: Land would be made available to the proponents for development
of Private industrial areas / estates / layouts / parks by one of the
following procedures:

i.  Permission to purchase lands from land owners with
exemption under section 109 of KLR Act, 1961 for
development of private industrial areas / estates /
layouts / parks subject to compliance of land use
pattern in the approved Master Plan by local
planning authority.

ii. To utilize proponent's own land for development of
private industrial arveas/ estates/ layouts/ parks
subject to compliance of land use pattern in the
approved Master Plan by local planning authority.

iii. Allotment of bulk land in areas acquired by KIADB to
the Private investors / Developers for industrial areas/
estates/ layouts / parks through a transparent process.




¢) Development:

Developers or Co-developers of such projects shall develop, construct
and install all basic support infrastructure like road, bridge, power
generation, transmission and distribution, water supply, underground
drainage (UGD) system in the industrial areas / estates / layouts /parks.
Private investors need to create support services like gas distribution
network, communication and data network transmission, waste water
treatment and solid waste management, warehouse etc., in the industrial

area/ estate/ layout / parks.

The Private investor is required to obtain plan sanction from the

KIADB /local authority and observe all the condition laid down therein.

Wherever required the Private Investor will obtain environment
clearances for the entire industrial area/ estate/ layout / park as required

by law and abide by the conditions of approval.

Private Investor will be responsible for operating, managing and
maintaining all the infrastructure facilities, amenities and support

services on ‘pay and use' basis of the industrial area/estate.
d) Permission to sublease :

In respect of bulk land allotted in KIADB industrial area the promoters
will be permitted to sublease the plots /sheds only after the complete
development of industrial area/estate/layout /park as per the project
report submitted at the time of obtaining approval to the project from the

compeltent authority.
Such acquired lands shall not be permitted to be diverted to non industrial use.

e) Operational Guidelines will be issued separately
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5.1.5 Optimal utilization of land:

5.1.5.1 With a view to release/ unlock the land available in existing industrial areas
and reduce the need to procure more land for industry by KIADB action
will be taken to increase Floor Area Ratio (FAR) from the present average
levels of 1.0 to 3.0 and average ground coverage will be increased from
45-50% to 70%.

5.1.5.2 Lands acquired by KIADB for industrial purposes and allotted to project
proponents will not be permitted to be used/ diverted for any other purpose
other than industrial purposes even after execution of sale deed/lease deed.
Likewise under no circumstances change of land use will be permitted or
recommended to any local planning authority and no local planning
authority shall permit the change of industrial land use. Suitable rules will
be framed to this effect and local planning authorities will be advised to
maintain KIADB acquired areas as Industrial Zones in their Master Plans

revised from time to time.
5.1.6 Upgradation of Infrastructure in existing industrial areas and estates:

5.1.6.1 Existing industrial areas and estates older than ten years will be provided
with budgetary support in a phased manner to upgrade their critical
infrastructures under the ongoing plan scheme 'Infrastructure support to
institutions' subject to appropriate contributions from the concerned
industrial area/estate Association/ KIADB/KSSIDC.

5.1.6.2 Assistance available under Modified Industrial Infrastructure Upgradation
Scheme and other similar schemes of Government of India will be

explored and leveraged in upgrading such infrastructure.

5.1.7 Maintenance of Industrial Areas.

5.1.7.1 Itis proposed to declare large industrial areas and estates in Peenya, Mysore,
Bommasandra, Belgaum and Hubli as Industrial Township Areas under
section 364-A of the Karnataka Municipalities Act, 1964 and establish
authorities in respective townships to be managed by the industrialists as per
section 364-(b)(2) ofthe Karnataka Municipalities Act, 1964.




5.1.7.2. Itis proposed to bring in amendments to the Karnataka Municipalities Act,
1964, the Karnataka Panchayat Raj Act, 1993 to delegate appropriate
powers to KIADB/KSSIDC to approve the building construction plan of

the industrial units in the notified industrial areas/estates /townships.

5.1.7.3. Rural Development and Panchayat Raj Department will evolve uniform
guidelines to fix property tax, development cess, etc. for industrial units in

industrial areas/ estates.

5.1.7.4. Till the townships are declared, KIADB / KSSIDC will collect property
taxes, development cess, etc. from all the industries and pay it to the
concerned local authorities with nominal service charge. Necessary orders

will be issued by respective departments

5.2 Human Resource Development through Capacity Building and
Skill Upgradation

5.2.1 Skills and Knowledge are the driving forces of economic growth and social
development of any country. Accelerated economic growth has increased the
demand for skilled manpower. Availability of employable skilled work force is a

key for industrial development.

5.2.2 Department of Industries and Commerce will work closely with the Department
of Employment and Training to bridge the gap. It would also focus on quality

training, accreditation and certification issues.

5.2.3 Government Tool & Training Centre (GTTC) which is engaged in training and
supplying skilled manpower to the industry will be strengthened. GTTC Tool
Rooms will be set up across the State by suitably using State and Central
Government funds in potential Industrial Areas with active engagement of the
industry. A suitable mechanism would be evolved to run these institutes in a

professional manner.

5.2.4 Reputed institutions will be encouraged to open new centers at potential
locations to impart training on emerging skill sets. Suvarna Kayaka
Kaushalyabhivruddhi Yojane (SKKY) scheme will be revised based on the

present requirement.
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5.2.5 Industries offering 'on the job training' to fresh candidates will also be
encouraged under Suvarna Kayaka Udyoga Shikshana Yojane (SKUSY), being
operated by the Employment and Training Department.

5.2.6 Scheme of Modular Training Program of Director General of Vocational
Training, Government of India shall be dovetailed optimally to create required

skilled manpower in the State.

5.2.7 ITIs would be encouraged in each industrial area to meet the clusters skill
requirement. Original Equipment Manufacturers (OEMs) and large companies

would be partnered in this initiative.

5.2.8 Entrepreneurship Development would get top priority under the Policy to
motivate youth to take up self employment ventures. CEDOK will be
strengthened to take up more EDP activities throughout the State educating
entrepreneurs on regional opportunities. CEDOK would also introduce EDP for
existing industries to create awareness about technology up gradation, product
diversification, quality marks, and opportunities for exports etc to be

competitive in globalized scenario.

5.2.9 A new scheme will be formulated to train first generation entrepreneurs in
essentials of conceiving, planning, initiating and launching micro and small
manufacturing/service enterprises successfully. They will be assisted in
preparing their business plans and firming up arrangements with financial
institutions/banks on completion of training program. Support of reputed

industrial organizations will be taken.

52.10 GTTC, CEDOK and other recognized institutions will be funded from the State
budget to conduct the training programs. To encourage Entreprencurship, State
and District Level Entrepreneurship Awards will be instituted.




5.2.11 A State Level Body would be constituted with members from industry,
academia and Government to coordinate the requirements of industry. This will
work to ensure quality training is imparted in various training institutions of the
Department of Industries & Commerce and other Vocational Training

Institutions. This body would focus on

o Quality: To set standards to align the curriculum to the needs of
the industry. National and global occupational training
standards would be kept in mind in this exercise. New course
modules would be developed based on current and future
requirements. Focus would also be on imparting relevant
language skills to increase the student's ability to grasp the
curriculum.

o Certification: A widely recognized certification system would be
evolved to ensure that the industry would get trainees with core
skills required by that sector.

o Accreditation: It will develop a methodology to accredit
institutes based on curriculum, facilities, faculty, industry
exposure, etc.

This would enable to provide more local jobs.

5.2.12 Sectoral Training Institutes: Based on the concentration of the industries and
potential for their growth it is proposed to set up the Sectoral Training institutes

(ITIs/ Vocational Training Institutes etc) as follows:

Sector Place
Auto Bidadi / Narsapura
Machine Tools Peenya / Tumkur
Aerospace HAL / Devanahalli
Foundry/Casting Belgaum
Agro/Food Gulbarga / Bijapur
Electronics Electronics City / Hosur Road / Whitefield
Chemicals and Fertilizers Jigani / Haveri / Mangalore
Pharmaceuticals and FMCG K R Puram / Hoskote
Consumer Durables Whitefield / Hosur Road
Plastics and Rubber Mysore
Textiles Peenya / Mysore Road

)
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5.2.13 On the Job Training: A scheme would be formulated to provide on the job

training to 2,000 ITI and Diploma passed candidates each year to increase the
employability of the candidates. It is proposed to give stipend to the extent of
50% of salary paid by the Industry and MSME:s subject to ceiling of ¥ 3,000 pm
for ITI candidates and ¥ 5,000 pm for Diploma candidates. This incentive

would be extended up to 6 months of on-the-job training.

5.2.14 Finishing schools will be established in association with industry houses and

trade bodies.

5.2.15 Use of high speed internet connectivity, computers, printers and other ICT

5.2.16

infrastructure will be encouraged in all skill development centers across the
State. Such systems and equipments will be provided to skill centers where it is
currently not available and upgraded Virtual Learning Environment (VLE)

would be encouraged to bring quality in training.

Labour Market Information System (LMIS):

One of the priorities of the department in this policy term period will be to
create a dedicated LMIS to enable realistic assessment of economic trends and
labour market needs. This information system will be set up at both State and
district levels to help in planning for skill demand, supply and remuneration
and other requirements. A nodal agency will be appointed for regional
mapping of demand & supply of available and projected skilled labour. The
nodal agency will also be responsible for mapping supply of skilled candidates
from training institutes to skill requirements of area specific industry and

services clusters.

Skill development centers will act as support bodies of the nodal agency for
conducting the regional mapping. Providing details of manpower requirement
in a predefined format at the time of filing of application for single window

approval and/ or for incentives under State policies will be made mandatory.




5.2.17 Utilization of Private Infrastructural Facilities for imparting training programs:

Provision will be made to allow private industries to collaborate with GTTC
and other allied institutes to conduct training programs for students and
trainers using their facility and infrastructure, periodically, on new
technologies in the market. Subsequently, industries conducting such
programs may also be allowed to issue certificate equivalent to that issued by
skill development centers with prior approval of Department of Technical
Education and Department of Industries and Commerce and under
pre-defined guidelines. Such industries may be subsidized for the cost of
training, certification and usage of private infrastructure subject to provision

of employment for 85% of trained students.

5.3 Facilitation Mechanism and Procedural Reforms

5:3.1

3.2

Single Window Clearance Mechanism will be made more effective in
improving ease of doing business in the State. Special focus will be given to
translate the investment intentions in the State with required facilitation and

appropriate escort services.

Provisions of Karnataka Industries (Facilitation) Act, 2002 will be

implemented in letter and spirit to reduce the transaction cost.

Streamlining the Single Window Mechanism:

53.2.1 Applications will be processed by KUM only after the confirmation of

availability of land and opinion of line departments.

5322 The time frame for furnishing opinions by line departments will be

prescribed and the scrutinized proposals with opinions of the line
departments will be placed before SLSWCC / SHLCC for discussion and
decision. It is proposed to consider deemed consent if opinions of the

concerned departments are notreceived in time.

5323 All the regulatory and statutory approvals required for the projects

approved by SHLCC and SLSWCC will be provided with a prescribed
time limit benchmarked in line with best practices in the country.
Enabling notification/s prescribing time limit for various clearances will

be issued separately.

Y
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53.24

5325

53.26

5327

Prescribed applications of respective departments required for such
regulatory approvals along with the prescribed fee will be accepted by
Karnataka Udyoga Mitra and forwarded to the concerned department
through the nodal officer appointed by the respective department who

will also follow up the proposals till the issuance of clearances.

E-Udyami portal of KUM will be used for on line receipt of all
applications, prescribed fee etc from promoters with a facility to track the

status of their applications.
An online project monitoring system will be introduced.

Investors' hand book will be introduced to guide investors on all aspects

of starting and doing business in Karnataka.

5.3.3 Simplification of regulatory procedures:

53.3:1

5.33.2

5333

5334

A comprehensive study for simplification of regulatory procedures will
be undertaken by Government to reduce time & cost of compliance to
Government procedures for industrial investments. All regulatory and
statutory approvals required for project clearances will be covered in the
study and necessary actions will be taken on the recommendations of the

study for simplification of regulatory procedures across all departments.
It is proposed to abolish trade licence to all industries.

Necessary amendments will be proposed in Karnataka Land Reforms
Act,1961 to simplify procurement of land and for speedy conversion of

agriculture land for industrial purposes and within stipulated time

To enable purchase of land up to 30 acres by proponents of industries
without extensive regulatory procedures and permit deemed conversion
for such land within stipulated time, necessary amendments will be

proposed in Karnataka Land Reforms Act,1961.




5.4 Classification of Taluks into Zones

The vision statement of this policy is to build a prosperous Karnataka through
inclusive, sustainable and balanced industrial development. An analysis of
investments made by the industries in various taluks of the State with respect to their

population reveals that many of the taluks are industrially backward.

Focused effort is needed for dispersal of the industries to the industrially backward
taluks to realize this vision. Considering the average per capita industrial investment

and per capita employment in the taluks, the taluks are classified in to different zones.

Keeping in view the carving out of a separate Hyderabad Karnataka region as per the
provisions of Article 371(j), the State has been classified into two areas namely

Hyderabad Karnataka Area and other than Hyderabad Karnataka Area.

In order to create a strong industrial base with equitable allocation of funds and for
overall development of the State the taluks are grouped with separate incentives and

concessions in different zones as below:

i. Hyderabad Karnataka Area is classified into two Zones namely
HK Zone I and HK Zone 2.

ii. Likewise taluks in other than Hyderabad Karnataka Area are classified
into four Zones namely Zone 1, Zone 2, Zone 3 & Zone 4.

iti. Most backward taluks are in Zone I, more backward taluks in Zone 2,
backward taluks in zone 3 and industrially developed taluks in Zone 4. In
Hyderabad Karnataka Area, most backward taluks are in HK Zone 1,
more backward taluks are in HK Zone 2.

iv. Keeping in view the rapid urbanization, potential for industrial
development and dispersal of industries to tier Il cities, taluks like Mysore,
Mangalore, Tumkur, Nanjangud, Hubli-Dharwad and Belgaum are
brought under Zone 3.

v. Theclassifications of the taluks are given below:

2
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Hyderabad
SL. Total Karnataka Other than Hyderabad Karnataka Area taluks
No. | Districts | Ng, of | Area taluks
Taluks Z{l;lﬂl: 1 Ztl){nl: 2 Zone 1 Zone 2 Zone 3 Zone 4
1 2 3 < 5 6 7 8 9
1 |B'lore (U) 4 - - - - - Anekal
- - - - - B'lore (N)
- - - - - B'lore (S)
= z = = - B'lore (E)
2 |B'lore (R) 4 - - - - . Devanahalli
- - - - - D'ballapura
- - - - - Hoskote
- - - - - Nelamangala
3 |Ramanagara 4 - - - - Magadi Ramanagara
5 a 5 2 Channapattana .
- = - s Kanakapura .
4 |Chitradurga| 6 - - - Hiriyur - -
- - - Molkalmuru - -
- - Holalkere Chitradurga - -
- - - Hosadurga Challakere -
5 |Davanagere | 6 - - Channagiri Honnali Davanagere -
- - Jagalur - Harihar -
- - H P Halli - - -
6 Ch{i)l;lﬁé;—p - 6 - - Gudibande Chintamani | Gowribidanur -
- - Bagepalli C'ballapura | Siddlaghatta -
7 |Kolar 5 - - Mulbagal - Kolar -
- - Srinivasapura - Bangarpet -
. - . - Malur -
8 |Shimoga 7 - - Soraba Hosanagara Shimoga -
- - - - Bhadravathi -
- - - - Sagar -
- - - - Shikaripura -
- - - - Thirthahalli -




Hyderabad
SL Total Karnataka Other than Hyderabad Karnataka Area taluks
No, | Districts | No. of Area taluks
Taluks Z}olnl: 1 Z;{ﬁl: 3 Zone 1 Zone 2 Zone 3 Zone 4
1 2 3 4 5 6 7 8 9
9 Tumkur 10 - - - Madhugiri Tumkur
- - - - Turuvekere -
- - - Koratagere Tiptur -
- - - Gubbi Chikkanaya -
kanahalli
- - - Sira Kunigal -
- - B Pavagada - -
10 Clrlae_,]lélr?z;gar 4 - - Yelandur  (Chamarajanagar - -
- - Gundlupet Kollegal - -
11 Chi%(z;gaiur 7 - - - Kadur Chickmagaloru -
- - - Mudigere Shringeri -
- - - Tarikere Koppa -
- - - - N R Pura -
12 | Dakshina 5 - - . - Mangalore -
Kannada Bantwal Puttur
- - - - Sulya -
- . . - Belthangadi -
13 |Hassan 8 - - Arakalgud Arasikere Hassan -
- - Belur C R Patna Sakleshpura -
- - - H N Pura - -
. - - Alur - -
14 |Kodagu 3 - - Virajpet Madikeri - -
- - - Somwarpet - -
15 |Mandya 7 - - Malavalli Srirangapatna Mandya -
- - - Nagamangala Maddur -
- - - KR Pet - -
- - - Pandavapura - -
16 |Mysore 7 - - . - Mysore -
- - Periyapatna Hunsur Nanjangud -
- - H D Kote T N Pura - -
- - - K R Nagara - -

%)




