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Foreword

The development of a nation mainly depends upon the industrial
growth and thus Micro, Small and Medium level enterprises play a great role
not only in investing a large sum of money but also in providing
employment. This report on Industrial potential survey in Palakkad district
is prepared with an aim to analyse the industrial scenario of the district on
par with the availability of resources and infrastructure and thus to identify
potential industrial sectors prominent for rapid industrialisation based on
the consumer taste and demand of the people. Efforts have also been made
to point out the weaknesses in infrastructural facilities and to study the
problems faced by the entrepreneurs in MSME sector. Some suggestions
gathered from the prominent industrialists and promoters are also
summarised in this report.

The geographical nature and abundance of agricultural products in
Palakkad are immensely helpful for setting up of a large number of
manufacturing units in MSME sector. The government objective of achieving
balanced regional development, encouraging new and prospective
entrepreneurs, optimum utilisation of scarce resources, making use of
highly sophisticated technology and exploiting local skills etc have been kept
in mind while preparing this report. The role of other govt agencies involved
in industrial promotion in the district and the industrial growth achieved
through them are also considered in this report.

A team of officers in the District and Taluks, under the supervision of
Sri. D.S. Shibukumar, Manager (Economic Investigation), have undertaken
this task and have been meticulous in completing the job. I thank all
Assistant District Industries Officers and Industrial Extension Officers in all
Taluks and officers in DIC who have contributed with valuable data,
analytical contents and other supports. I also express my sincere thanks to
KSDIC, KINFRA, SIDCO, Lead Bank, Census department, and other district
level offices in Palakkad for providing data for the preparation of this
publication.

I hope the study, which provides useful information on the
assessment, problems and shortcomings in the process of implementation of
industrial promotion activities, would be extremely useful to the planners
and policy makers to take suitable corrective actions to ensure prompt
development of industry in the district.

Palakkad, K.N. Krishnakumar
16th March 2015. General Manager DIC
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Chapter 1

INTRODUCTION

1.1 MSME sector: the backbone of economy

Today, in the domestic and International arena Micro and Small
Enterprises (MSEs) have been regarded as the engine of economic growth
and development. MSEs are constituting nearly about 90% of the total
enterprises in most of the economies (especially in developing economies)
which creates marvelous employment opportunities and is accounting major
share of exports and industrial production.

n India, MSE is generally referred to as MSME i.e. Micro, Small and
Medium Enterprises. It is well known that the MSMEs play a significant role
in nation development through high contribution to Domestic Production,
Significant Export Earnings, Low investment Requirements, Operational
Flexibility, Location Wise Mobility, Low Intensive Imports, Capacities to
Develop Appropriate Indigenous Technology, Import Substitution,
Contribution towards Defence Production, Technology — Oriented Industries,
Competitiveness in Domestic and Export Markets thereby generating new
entrepreneurs by providing knowledge and training.

India accorded high priority to MSMEs from the very beginning and
pursued support policies to make these enterprises viable, vibrant and over
time, these have become major contributors to the GDP. As per data
released by the Ministry of MSME, Govt. of India, at present, there are about
26.1 million enterprises in this sector. The sector has a share of 45 percent
in the manufactured output and 8% in the GDP. MSMEs contributed close
to 40 percent of all exports from the country and employed nearly 59.7
million people, which is next only to agricultural sector.

Though the MSME sector has weathered and overcome stiff
competition in the post liberalization period thanks to their high enthusiasm
and inherent capabilities to grow, MSMEs in India are also facing a number
of problems like sub-optimal scale of operation, technological obsolescence,
supply chain inefficiencies, increasing domestic and global competition,
fund shortages, change in manufacturing strategies and turbulent and
uncertain market scenario. To survive with such issues and compete with
large and global enterprises, MSMEs need to adopt innovative approaches in
their operations. MSMESs that are innovative, inventive, international in their
business outlook, have a strong technological base, competitive spirit and a
willingness to restructure themselves can withstand the present challenges
and come out successfully to contribute 22% to GDP.
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MSMEs produce an amazing variety and type of products. Over 7500
products are known to be manufactured in this sector. Even in a particular
product, there would exist a wide range of qualities or specifications catering
to different market segments, particularly in consumer/household products.
MSMESs have emerged as major suppliers of mass consumption items like

- leather and leather goods

- plastic and rubber goods

- ready-made garments

- hosiery goods, sheet metal goods
- stationery items - soap and detergents
- domestic utensils

- toothpaste and toothpowder

- safety matches

- preserved foods and vegetables

- wooden and steel furniture

- paints and varnishes etc.

There are about twenty-one major industry groups in the MSME sector.
They are the following

- Food Products

- Chemical & Chemical Products

- Basic Metal Industries

- Metal Products

- Electrical Machinery & Parts

- Rubber & Plastic Products

- Machinery & Parts Except Electrical goods
- Hosiery & Garments - Wood Products

- Non-metallic Mineral Products

- Paper Products & Printing

- Transport Equipments & Parts

- Leather & Leather Products

- Miscellaneous Manufacturing Industries
- Other Services & Products

- Beverages, Tobacco & Tobacco Products
- Repair Services

- Cotton Textiles

- Wool, Silk, Synthetic Fibre Textiles

- Jute, Hemp and Mesta Textiles

- Other Services

The present policy of encouraging growth of MSMEs is based on
several promotional measures - one of these is reservation of products for
exclusive manufacture in the MSE sector, in areas where there is techno-
economic justification for such an approach. Large/Medium units can,
however, manufacture such reserved items, provided they undertake to
export 50% or more of their production.
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The list of items reserved exclusive manufacturing in micro and small sector

are the following:
Food and allied industries

e Pickles and chutneys

e Bread

e Mustard oil (except solvent extracted)

e Ground nut oil (except solvent extracted)

Wood and wood products

e Wooden furniture and fixtures
Paper products

e Exercise books and registers
Other chemical and chemical products

e Wax candles

e Luxury soaps

e Safety matches
e Fire works

e Agarbathis

Glasses and ceramics
e Glass bangles
Mechanical engineering excluding transport equipments

e Steel almirah

¢ Rolling shutters

e Steel chains- all types

e Steel furniture- all types

e Pad locks

e Stainless steel utensils

e Domestic utensils- aluminium
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1.2 MSMED Act

The Micro Small Medium Enterprises Development (MSMED) Act has
come into force with effect from the 2rd October 2006 by an extra ordinary
Gazette notification of Govt of India from the Ministry of Law and Justice. As
per this Act, the MSMEs are categorised according to investment in plant,
machinery and equipments in enterprises in the following manner.

In accordance with the provision of Micro, Small & Medium Enterprises
Development (MSMED) Act, 2006 the Micro, Small and Medium Enterprises
(MSME) are classified in two Classes:

(@) Manufacturing Enterprises: The enterprises engaged in the
manufacture or production of goods pertaining to any industry specified in
the first schedule to the industries (Development and regulation) Act, 1951)
or employing plant and machinery in the process of value addition to the
final product having a distinct name or character or use. The Manufacturing
Enterprises are defined in terms of investment in Plant & Machinery.

(b) Service Enterprises: The enterprises engaged in providing or rendering
of services and are defined in terms of investment in equipment.

The limit for investment in plant and machinery / equipment for
manufacturing / service enterprises is classified in the following manner.

Category of Manufacturing Service enterprises

enterprises enterprises

Micro Up to 25 lakhs Up to 10 lakhs

Small Above 25 lakhs and up | Above 10 lakhs and up
to 5 crores to 2 crores

Medium Above 5 crores and up | Above 2 crores and up
to 10 crores to 5 crores

The MSMED Act seeks to facilitate the development of MSMEs as also
to enhance their competitiveness. It provides a legal framework for
recognition of the concept of enterprise which comprises both
manufacturing and service entities. It defines the medium enterprises for
the first time and seeks to integrate the three tiers of these enterprises. This
Act provides for a statutory consultations mechanism at the national level
with balanced representation of all sections of stakeholders, particularly the
three classes of enterprises.
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1.3 MSMESs in Kerala

The MSME sector in the State is heavily weighted towards the micro
enterprises. The State accounts 22.13 lakh numbers of enterprises both in
registered and unregistered segments in MSME sector and this contribute
an employment of 49.62 lakh numbers. While total number of registered
and working MSMEs in the State is 1.95 lakhs with a total investment of
Rs.8925 crores and employment generation to the tune of 9.42 lakhs. The
registered manufacturing sector accounts 3.5% share of the total GDP of the
State and the unregistered manufacturing sector accounts 4.3% share.

1.4 MSMEs in Palakkad District

MSME sector contributes significantly to employment generation and
development of local economy, and is a key driver for transition from an
agrarian economy to an industrialized economy. MSMEs also contribute to
improve the entrepreneurial skills and economic empowerment. MSMEs
accounts for a larger share of industrial units which can be seen from the
fact that in the year 2013-14, the total number of enterprises in MSME
sector in the district (identified or registered only) was 1831 numbers with
total employment of 6718 numbers. The number of enterprises and
employment has increased at an annual compound growth rate of 24% and
11% respectively. MSMEs contribution to rural development can be observed
from the fact that 3471 numbers of the working enterprises are located in
urban areas, which accounts for about 20% of the total working enterprises
in MSME sector. The remaining 80% of enterprises are located in rural
areas. This sector currently produces a large number of quality products
ranging from handicrafts to machine parts targeting both domestic and
international markets.

1.5 Potential Survey 2014

The Industrial Potential Survey in Palakkad district was carried out
with the following objectives
1. To assess the availability of resources in the district
2. To evaluate the infrastructure facilities in the district
3. To analyse the existing industrial status in the district
4. To identify emerging sectors in the district and to suggest profiles of
potential industries

For the preparation of this report, secondary data on resources and
infrastructure was collected from various departments in the district and
some at State level. The primary data related to industries are collected and
compiled from the field through the industrial extension officers in the
district. Apart from these, the data available in the district, such as

Industrial Potential Survey Report 2014, Palakkad District



statistics on MSME census and acknowledgment issued under IEM filing are
also considered for the assessment.

This report of potential survey and its findings are summarised in to
several chapters. The general characteristics of the district are explained in
Chapter 2. Chapter 3 describes the resources available in Palakkad district
which are essential for industrial development.

In chapter 4, various existing infrastructures such as transport,
communication and banking facilities, availability and utilization of
industrial land etc are summarised. A review of the existing industrial
scenario in the district as a whole and Taluk level and sector wise analysis
are done in chapter 5.

In chapter 6, Taluk wise strength, weakness, opportunities and
threats (SWOT) are analysed. Sector wise problems and challenges faced by
MSME units are explained sector wise in chapter 7. This report concludes
with a look forward in to the possible future of industrial growth in the
district over the coming years. Prospects and possibilities for industrial
development and remedial measures suggested for revival of industrial units
are mentioned in chapter 8.

Chapter 9 provides a set of project profiles of some of the candidate
industries for investment in the emerging sectors in the district. Block wise
sector wise statistical tables showing the number of enterprises along with
investment and employment generated for the last five years in Palakkad
district are also annexed at the end of this report.
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Chapter 2
GENERAL CHARACTERISTICS OF THE

DISTRICT
2.1 District at a glance
Date of formation 1st January 1957
Latitude between 10° 21' and 11° 14' North
latitude
Longitude between 76° 02' and 76° 54' East
longitude
Geographical Area 4475.94 sq km
Demography
Total population (201 1census) | 2809934
Male 1359478
Female 1450456
Sex Ratio (female per 1000 1067
males)
Population Density 628 per sq km
Decadal Growth Rate 7.35% (from 2001 census)
Child population (0-6years) 302297

Per Capita income (2012-13 Rs.58506
at Constant prices)

Total literacy rate (2011) 89.31
Male literacy rate 93.10
Female literacy rate 85.79
Administrative setup

Taluks 6
Villages 163
Grama Panchyats 91
Block Panchyats 13
Corporation Nil
Municipalities 4
District Panchyat 1

Lok Sabha seats 2
Niyamasabha seats 12
Educational districts 2
Agricultural scenario

Total cropped area 291194 hect
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Major agricultural crops

Paddy, tapioca, banana, plantain,
coconut, arecanut, cashew,
pepper, vegetables, tubers

Land put to non agriculture
uses

43690 hect

Forest cover

152735 hect

Gross irrigated area

Net irrigated area (2012-13)

85029 hect

Production of rice (2012-13)

189229 tonns

Productivity of rice (2012-13)

2389 kg per hect

Area under paddy cultivation

79201 hect

Production of milk (2012-13)

89863.99 kilo litres

Production of egg (2005-06)

11955 lakh numbers

Production of Meat (2013-14) | 1394 tonns
Average annual rainfall 234 cms
Ground water availability (net | 750.33 MCM
annual)

Industrial status

Heavy industries 55

Micro Manufacturing 13736
Micro Service 2716

Small Manufacturing 833

Small Service 165

No of development plot/area 4

No of Mini Industrial Area 6
Handloom societies 42

Power loom societies 3

Coir societies 42

General Industrial societies 161

Palakkad, one of the interior districts of Kerala, is unique in many
respects. The continuity of the majestic Western Ghats, which stretches
over, 1000 kms is broken at Palakkad gap with a width of 32 kms. On either
side of the gap are the giant Nilgiris and Anamalais. The climate of the
district is greatly influenced by this gap, as it enables the north- east winds
to blow spreading its wings right up to the cost throughout the breadth of
the gap. Since the district gets the benefit of south-west and north east
winds, rainfall is heavy in both the seasons and consequently the Palakkad
district has extensive paddy fields and is aptly known as the granary of
Kerala. The eastern region of the district has high mountains, extensive
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ravines and dense forests. In the southern part, there are a number of

estates.

The district covers 13.5% of the total forest area in the State and 37%
of the total ecological fragile land (EFL) in the State. The total forest area in
Palakkad district is 1527.35 sq km, out of these 51.77 sq km belonging to
EFL zone, 276 sq km is dense forest, 693 sq km is moderate forest and the
rest 607.56 sq km (including plantation area) is open forest land.

Considering the physical features, the district is divided into two
natural divisions-midland and highland. The midland region consists of
valleys and plains. It leads up to the highland which consists of high
mountain peaks, long spurs, extensive ravines, dense forests and tangled
jungles. Midland is thick with coconut, areca nut, cashew, pepper, rubber
and paddy cultivation. The soil is laterite in the hill and mid land regions.
Ottappalam Taluk lies in the midland and highland regions. The road and
rail links between Kerala and Tamil Nadu pass through the Palakkad gap.

2.2 Geographical Features

Total Area

Urban area
Rural area

4475.94 sq kms
94.60 sq kms
4381.34 sq kms
921.42 sq kms
2267.44 sq km
1527.35 sq km

No. of rivers 6

Wet land area
Dry land area

Forest area

N (O (U |WIN |

Taluk wise geographical area in the district

Sl No. | Name of Taluk Area in sq km
1 Alathur 569.02

2 Chittur 1155.1

3 Ottappalam 845.8

4 Mannarkkad 1185.57

5 Palakkad 720.32
DISTRICT 4475.81
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2.3 Administrative Set Up

At present Palakkad district consists of two revenue divisions, six
Taluks and 163 villages. The revenue divisions are Palakkad and
Ottappalam. Palakkad, Alathur and Chittur Taluks form the Palakkad
revenue division and Ottappalam, Pattambi and Mannarkkad Taluks form
the Ottappalam revenue division. There are 13 Block Panchayats and 91
Grama Panchayats in the district. Pattambi is the new Taluk formed in 2013
year.

The district includes four Municipalities, which each belong to a
Taluk. The largest city in the district is the Palakkad Municipality. The
Municipalities, with population estimates for 2011, are:

o Palakkad urban agglomeration (pop. 293000),
o Palakkad city (pop. 130955)

e Shornur (pop. 43533)

o Chittur-Tattamangalam (pop. 32298)

o Ottapalam (pop. 53792)

The 73rd and 74th Constitutional Amendments and the Kerala
Municipalities Act/ Panchayat Raj Act, 1994 provided the institutional back
ground for the democratic decentralization and participative decentralized
planning in Kerala. Under the provision of these Acts three tiers of
Panchayats viz Grama, Block and Jilla Panchayats along with Municipal
Councils for Urban areas were constituted in Palakkad district as elsewhere.
There is One Jilla Panchayat, 13 Block Panchayats and 91 Grama
Panchayats in the district along with Four Municipal Councils for Urban
areas. The details are given here under.

1 Revenue divisions 2
2 LS Constituencies 2
3 LA Constituencies 12
4 District Panchayat 1
S District Panchayat Constituencies 26
6 Block Panchayats 13
7 Block Panchayat Wards 182
8 Grama Panchayats 91
9 Grama Panchayat Wards 1542
10 | Revenue Villages 167
11 Municipal Councils 4
12 | Municipal Wards 150
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The geographical boundaries of Blocks, Municipalities and Panchayats
in the district and their location can be seen in the following maps.

Map showing the Block boundaries of Palakkad district

Attapadi

Mannarkkad

Sreekrishnapuram

Thrithala Ottapalam

Kuzhalmannam

Chittur

Municipalities

@® Palakkad Kollengode
Shornur

@® Ottappalam

@® Chittur Thathamangalam
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Map showing the Panchayat boundaries

PALAKKAD DISTRICT
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2.4 Demographic particulars

Name of Taluk Population Sex ratio | Population Density
Alathur 442709 1057 778
Chittur 463976 1034 402
Ottappalam 930873 1102 1101
Mannarkkad 384393 1063 324
Palakkad 587983 1048 816
DISTRICT 2809934 1067 628

Note: Population as per 2011 census

Industrial Potential Survey Report 2014, Palakkad District






