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Kerala’s economic weakness is most clearly visible in its failure to build a durable industrial
base. Despite high literacy, skilled labour, coastal access, and strong social infrastructure,
the state has consistently underperformed in manufacturing, export-oriented industries, and
large-scale enterprise formation. This white paper argues that Kerala’s industrial failure is
not accidental or inevitable, but the result of political choices that treated industry as a
liability to be managed rather than an engine to be cultivated.

Industrial development requires political clarity. It demands a clear answer to a basic
question: does the state want production, scale, and capital accumulation within its borders?
In Kerala, political representatives have rarely answered this question decisively. Instead,
industrial policy has oscillated between cautious encouragement and implicit hostility. Public
statements promote investment, while ground-level governance signals uncertainty, delay,
and risk. This contradiction has been one of the most damaging features of Kerala’s
economic trajectory.

One of the central failures lies in the political handling of private capital. Across decades,
capital has been treated with suspicion rather than strategic intent. Large investors are
framed as potential exploiters rather than partners in value creation. While regulation is
necessary, Kerala’'s approach has often blurred the line between oversight and obstruction.
The result has been reputational damage. Capital, unlike labour, is highly mobile. Once a
region is perceived as unpredictable, it is quietly bypassed.

Kerala’s industrial estates and special economic zones reflect this deeper malaise. Many
exist physically but fail functionally. Land is allocated, but connectivity, logistics integration,
power reliability, and regulatory speed remain inconsistent. Political representatives often



inaugurate industrial projects, but rarely remain accountable for their operational success
five or ten years later. Industrial policy becomes a ceremonial act rather than a sustained
economic strategy.

Labour politics has further complicated industrial growth. Kerala’s workforce is educated and
capable, yet productivity remains uneven. Political romanticisation of labour rights without
corresponding emphasis on productivity has created rigidities that discourage scale. Trade
unions have often functioned as veto players rather than productivity partners. Instead of
modernising labour relations to align worker security with enterprise competitiveness,
political representatives have allowed adversarial frameworks to persist.

Small and medium enterprises have suffered quietly under this regime. While rhetoric
celebrates entrepreneurship, policy execution frequently undermines it. Local-level
regulatory friction, inconsistent enforcement, and procedural delays disproportionately hurt
smaller firms that lack political or legal buffers. Many second-generation businesses either
stagnate or relocate, not because of lack of skill, but because scale becomes politically and
administratively exhausting.

Kerala’s ports, geography, and diaspora connections should have enabled a strong
export-oriented manufacturing base. Instead, industrial policy remained inward-looking and
risk-averse. The state failed to integrate itself into global value chains at scale.
Manufacturing clusters did not emerge organically because political support was fragmented,
temporary, and often reactive to protest rather than proactive toward growth.

Public sector dominance further crowded out industrial ambition. State-owned enterprises
were protected without performance pressure, absorbing fiscal resources while contributing
limited innovation. Political shielding of inefficiency sent a clear signal to private industry:
outcomes matter less than alignment. This distorted incentives across the economy and
reduced competitive pressure.

The remittance economy once again softened the consequences of industrial failure.
Consumption remained strong, masking the absence of production. Political representatives
could postpone difficult industrial reforms because immediate economic distress was limited.
Over time, this created a structural imbalance where Kerala consumed like an advanced
economy but produced like a constrained one.

The long-term costs are now evident. Industrial employment remains limited. Export intensity
is low relative to human capital. Youth migrate not because Kerala lacks talent, but because
it lacks industrial depth. Fiscal capacity is stretched as welfare commitments grow faster
than the productive base that must sustain them.

This white paper concludes that Kerala’s industrial failure is fundamentally political, not
technical. The state does not lack feasibility studies, industrial policies, or advisory
committees. What it lacks is political commitment to production as a core legitimacy pillar.
Until industrial success becomes politically rewarded and industrial failure politically costly,
Kerala’s economy will remain structurally weak despite its social strengths.



Industrialisation is not a betrayal of Kerala’s social model. It is its necessary economic
foundation. Without production, welfare becomes dependency. Without scale, dignity of work
erodes. The choice before Kerala is no longer between social justice and industrial growth. It
is between managed decline and deliberate value creation.
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