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(( \\ New chapter for GCC sector: Paving way

for growth, jobs, statewide prosperity

23 December 2024
The Government of Karnataka (‘GoK’) through the recently unveiled Global Capability Centre (‘GCC’) policy has outlined
its vision to cultivate a thriving ecosystem that supports seamless GCC operations across Karnataka.

In a nutshell

With an aim to boost growth in the state and unlock opportunities, the GoK’s GCC policy has laid down the following

framework:
Pillars of the policy Key policy incentives Beyond Bengaluru Global innovation
initiative district
— Pillar 1: Talent — Internship — Specific incentives — 3 new technology
— Pillar 2: Local reimbursement — Infrastructure parks (one in
ecosystem — Recruitment L development - Bengaluru and two
— Pillar 3: assistance — — Karnataka Digital [ in Beyond
Infrastructure and — Rental assistance Economy Mission Bengaluru area)
incentives — Property Tax (‘KDEM’) for — Regulatory support
— Pillar 4: Regulatory — Intellectual Property supporting GCCs and coordination
easing Incentive — Active support for office for GCCs
— Funding Events and establishment of — Special incentive
Conferences Nano GCCs package for anchor
investors
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‘ Scroll down to read the detailed alert
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GCC landscape in India

GCCs have become strategic entities within multi-
national corporations (‘MNCs’) by driving cost
efficiencies and fostering collaboration between parent
companies and other offshore entities.

India has solidified its position as the global hub for
GCCs for setting up innovative and capability centres,
leveraging its robust talent pool and cost benefits.

As per the GCC policy?, growth within the GCC sector
has driven following outcomes up to March 2024:

Revenue { +USD 64.6 billion

Furthermore, the increasing presence of GCCs in India

emphasizes their role in the global supply chain, with
projections as per GCC policy indicating the following
by 2030:

Revenue { +USD 100 billion
Headcount { ©2.8 million

1 https://eitbt.karnataka.gov.in/uploads/media_to_upload1732030878.pdf

Karnataka story so far

Bengaluru currently houses over 30% of GCCs and
accounts for 35% of the GCC workforce.

As per the GCC policy, Karnataka is home to over 875
GCC units leading to the following outcomes upto
March 2024:

Revenue { *USD 22.2 billion
Headcount { 0.6 million

Karnataka has earned numerous accolades (Ranked #1
in the India Innovation Index 2021 by Niti Aayog). It is
also the first state to implement sector specific policies
across various industries including IT, biotechnology,
start-ups, data centre and cyber security etc.
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Key pillars of the policy

Talent Local ecosystem Incentive and Infrastructure Regulatory easing

— Talent s a critical — Karnataka’s — The Beyond — The GOK is focused

factor for GCCs ecosystem Bengaluru initiative is on simplifying and

when choosing a encompasses a strategic effort by streamlining

location, and startups, MNCs, GCCs, the GOK to replicate administrative

Karnataka's talent Centre of Excellence Bengaluru's success in processes to create

ecosystem serves as (‘COF’) and academic ~ otherregionsofthe 3 conducive

a prime example of and research state. environment for the

its significance. institutions etc. — The strategies aimed establishment and

Karnataka's strategic | | — The GOK has set up at capitalizing on the operation of GCCs.

focus on harnessing 18 COEs focused on unique strengths of

India's vast talent emerging other cities that

pool is drawing technologies to already have a strong

attention of global strengthen the foundation for

firms. technology growth.

ecosystem.

s ——

Key policy announcements

1.

Global Innovation Districts:

The GOK to establish three new technology parks one in Bengaluru and two in Beyond Bengaluru region
(geographic areas are defined in the policy).

Special package of incentives to be offered to companies establishing their GCCs as anchor investors in
Beyond Bengaluru regions.

The GOK to consider customized package of incentives for mega projects.
Prioritizing the Artificial Intelligence (‘Al’) Ecosystem:
CoE to be set up in Bengaluru to promote research and development in Al through GCCs.

The GOK to allocate INR 100 Crore to innovation fund to support joint research between GCCs and
academies.

Beyond Bengaluru expansion:

The GOK to provide infrastructural support and special incentives for setting up GCCs in Beyond Bengaluru
regions.

Active support to be provided for establishment of Nano GCCs (employing 5-50 employees) in the Beyond
Bengaluru region.

Dedicated GCC Support unit
A dedicated SPOC to be allocated to each GCC for managing all interactions.
GCC set-up to be fast tracked and processed within 45 days with single window clearance.

Focus on Engineering R&D (‘ER&D’):
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The policy to facilitate ER&D entities to adopt leading practises and gain marketing opportunities.

Promote development of ER&D products, services and solutions by creating strong connection between
industry and academia.

GCC Acceleration and Investment Council

The council to provide advice on policy formulation aligned with international best practices and work on
attracting foreign investment.

Focus to promote adoption of cutting-edge technologies to drive digital transformation.

Key policy Incentives*

1.

Key incentives for new or existing GCC units in the state (including Bangalore)

Skilling of local talent- Reimbursement of 20% of skilling charges (capped at INR 36,000 for graduate and INR
18,000 for diploma holder) for up to 100 employees or 15% of workforce whichever is less.

Internship- Reimbursement of 50% of stipend for maximum 3 months, capped at INR 5,000 per month for
15% of total workforce or 100 interns whichever is less.

Host event & conferences- 1/3" of hosting charges, capped at INR 25 Lakh (for up to two events/ year).
Power incentive- 100% reimbursement of electricity duty and option to switch to industrial power rates.
Intellectual property- 50% reimbursement of domestic patent filing fee, capped at INR 2 Lakh.

Key incentives for new or existing GCC units in Beyond Bengaluru area

Intellectual Property- 50% reimbursement of patent filing fee, capped at INR 3 Lakh.

Innovation lab- Funding up to 75% of capital expenditure up to INR 3 Crore.

Key incentives for new or existing GCC units in Beyond Bengaluru area with minimum 100 employees

Recruitment assistance- Reimbursement of recruitment cost based on the number of new hires, capped at
50% of total expense, up to a maximum of INR 7 Crore.

Key incentives for new GCC units in Beyond Bengaluru area with minimum 100 employees

Employer Provident Fund (‘EPF’) contribution- Reimbursement of EPF contribution of new employees up to
INR 3,000 per employee / month.

Telecom infrastructure- Reimbursement of 25% of internet charges up to INR 12 Lakh.
Power incentive- 100% reimbursement of electricity duty and option to switch to industrial power rates.
Rental Assistance- Reimbursement based on number of employees, capped at 50% up to INR 2 Crore.

Property tax- Reimbursement of 30% tax for a period of 3 years.

* lllustrative list of incentives under the policy for both Bengaluru and Beyond Bengaluru Area
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Way forward:

The introduction of a state-specific GCC policy marks a significant step for the sector, highlighting the
crucial role of GCCs in India's overall growth story. While the policy outlines incentives for Beyond
Bengaluru areas, it would be interesting to understand the implementation process, particularly regarding
grants which are only applicable for limited GCCs during the policy period such as R&D grant which can
only be provided to three GCCs.

By being the first state to unveil this policy, Karnataka has firmly established itself as a leading contender
in the race for GCC space in India. It is likely that other states may counter this by developing a suite of
competing benefits. Investors are advised to evaluate the same.
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