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The Need for a Reform Agenda
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The era of economic reforms in India which was kick started in 
the 1990s, and the series of changes that have happened in the 
Industrial and Commercial Policy of the country have contributed to 
improvements in the business eco system as well as the ‘ease of doing 
business’.  The very, purpose of the reforms agenda of 1991 was to 
offer a ‘level playing field’ for all types of enterprises across their life 
cycle.  However, the experience of the last 26 years demonstrates 
that, while major changes have taken place at the policy level, 
their impact on micro small and medium enterprises(MSMEs) has 
been much less significant.  This is essentially for two reason - First, 
development of MSMEs is a State subject, and unless policy making 
happens across the State level distinctions, but considering the 
federal spirit, they cannot get translated into actionable strategies.  
Secondly, unless the Union Government has a strong command over 
the MSME space in relation to its knowledge base, it cannot play a 
supportive role for the initiatives of the States.

Against the above constraints, the fact still remains that, unless 
the States themselves put forward a reform agenda of their own, 
reforms cannot happen.  Such a reform agenda must obviously 
take into account a strong policy framework appropriateness of 
institutions, and the specifics of accountability.  How these can be 
fixed, is a key question, for which answers needs to be found out 
at the state level.  Especially in a context where the Government 
of India has come forward with new systems and procedures, such 
as the Udyog Adhar, they are pausing a challenge before the States. 
Deeping democratisation, undoubtedly, can be a key strategy by 
which more and more entrepreneurs are brought into a meaningful 
platform of deliberations and dialogue.  However, there cannot be 
a ‘one-stitch-for-all solution’.  This is the time to introspect and to 
act upon;  lest, India’s dreams of ‘Make in India’ and ‘Start Up India 
- Stand Up India’ are likely to remain constrained. 

This issue of the Observatory Mirror is devoted to a discussion on 
this daunting task.  I hope, in India’s search for innovations and new 
identities for its MSMEs, this discussion would provide some light.



ISED introduces District-level Enterprise 
Mapping 

ISED Observatory Introduces New Data Set

Udyami Panchayats : An Innovative 
Decentralization Tool

Based on the Institute’s detailed analysis of the Kerala enterprise scene, 
ISED has come out with an ambitious programme of District level Enterprise 
Mapping for all the districts of Kerala.  As against the conventional idea of 
Industrial Potential Studies, based on natural resource endowments, the 
Institute’s innovative methodology looks into the entrepreneurial aspirations 
and response as the base of the analytical framework. The Institute’s 
initiative is expected to be immensely useful for financial institutions and 
promotional agencies like the District Industries Centres and the State 
Industrial Development Corporations.

ISED is also pioneer of the ‘Local level Skill Mapping ‘ initiative, and came 
out with its Report on the ‘Kalady Model’, way back in 1996.

The latest research at the  ISED Small Enterprise Observatory(ISED-SEO)  
is leading to  a  new District- level Discrete Data Set (DDDS)on enterprise 
development for the State of Kerala. The data-set  is primarily meant for 
regular analysis of the state of the enterprise system, under the Regional 
Enterprise Development Audit (REDA)  Project of the Institute. The data-
set is  also likely to be useful to various stakeholders, such as government 
departments, promotional agencies, financial institutions, and investors.

Udyami Panchayats envisages statutory platform. Amendments in 
the Kerala Panchayat Raj Act would be needed for this. Often Local 
Economic Development, like any other development, has remained a 
child of administration- generated policy, without enough beneficiary 
participation. Ideas on local entrepreneurship development must emanate 
from the local population as a manifestation of their aspirations, and not 
as a result of what someone from outside considers, they aspire for. ISED 
research has shown that the failure of numerous program and schemes 
is the result of ignoring the real needs of the people of the place. The 
existing bureaucracy led machinery has been proved incompetent to 
decide on what is required and to make appropriate policy suggestions. 
While Gram Panchayats, yet to assume meaningful functional roles, and 
District Panchayats continuing to deal with political and infrastructure 
related decisions with their available competency, economic development 
through entrepreneurship will be beyond their capability at least for 
some time to come. This exercise needs to be done by better informed 
and knowledgeable people. ISED has  come up with a formula wherein, 
decision making bodies are constituted under each Panchayat, composed 

Cu
rre

nt 
R

ese
ar

ch



3

Current R
esearch

A New Booster for Start-ups
The Department of Industrial Policy and Promotion has announced the 
addition of ‘funding existing incubators in government recognized 
institutions or setting up new ones’ to the list of purposes for which CSR 
spend can be used. The move will help upgrade the existing ones and 
create linkages for the start-ups. The insufficiency of incubation facilities 
in the country has been identified as a gap in the start-up ecosystem 
that, inter alia, helps in providing mentoring and access to networks and 
markets. The central government envisages setting up 35 new incubators 
for which public sector funding to the extent of 80% is indicated. Another 
35 incubators are expected to be established in the private sector, will 
receive 50% grant. There are already 68 incubators recognized by the 
Central Government. ISED sees this as a great opportunity for the State 
Governments to dovetail it with their start-up programmes encouraging 
the corporate entities within the states to pool their CSR spend for the 
benefit of the start-ups. The Institute  has suggested to the Government of 
Kerala to evolve a Mission mode programme to facilitate and for  effective  
pooling and to judiciously utilize these funds, in order that meaningful 
entrepreneurship exercises can be carried out. ISED has further suggested 
that the Government of Kerala initiates action to coordinate with the 
corporates in Kerala, commencing with the State and Central PSUs. 

of existing industrialists and service providers in the Panchayat, potential 
start-ups, and other persons with adequate and appropriate knowledge 
about local resources and opportunities. This body should meet 
periodically, and sufficiently in advance of every budget session of the 
State Assembly to deliberate and formulate proposals for schemes and 
projects for incorporation in the budgets and policies. 

‘Think Small First’: New Strategic 
Approach from ISED
“Think SMEs First” is an emerging global paradigm extends to all spheres 
of activity where SMEs are involved, including legislative measures for 
company registration, financing policies, labour laws and so on. Its relevance 
in the Indian context arises from the fact that, the Indian policies, while 
they provide  for many benefits to the MSMEs, do not provide for  a specific 
framework to ensure that the principle percolates down to all the public 
offices, say to the Panchayat level, or that it is adequately followed. The 
best international practices include, procedures for overcoming difficulties 
relating to the size of contracts; ensuring access to relevant information; 
improving quality and understanding of the information provided; setting 
proportionate qualification levels and financial requirements; alleviating 
administrative burden; putting emphasis on value for money, rather than 
on price; giving sufficient time to draw up tenders and ensuring payments 



Cu
rre

nt 
R

ese
ar

ch

E Governance & Economic Governance.
The new economy era has created a fad of the so called e governance in 
many developing countries; in India too. Has E governance really serve the 
intended purpose of efficient delivery of public services to the common 
man? Answer to this question has often been presented in terms of the no 
of computer terminals that have been installed on public offices, and much 
less on efficiency in governance. In the case of the hardcore portfolios of 
industry and enterprise development, the type and degree of e governance 
really matters for the entrepreneur, unlike in any other sector of economy, 
time and delivery schedules are critical, and therefore, unless a need 
bases service delivery is ensured , this so called e governance, by itself, 
will not serve any purpose. 

relating to the size of contracts; ensuring access to relevant information; 
improving quality and understanding of the information provided; setting 
proportionate qualification levels and financial requirements; alleviating 
administrative burden; putting emphasis on value for money, rather than 
on price; giving sufficient time to draw up tenders and ensuring payments 
on time. The Union and State Governments may take a lead from here and 
evolve a code of practice or guidelines bringing to one place all measures 
involving MSMEs, legal, administrative, financial and others, and evolving 
a monitoring system to ensure compliance at all levels, including local self 
governments.

A recent research at ISED examines the critical issues relating to e 
governance with special focus on enterprise development in Kerala. the 
study concludes that, despite Kerala’s premier position relating to e 
governance at the national level, the experience relating to public service 
for enterprise development needs much greater improvement. The study 
will be formally launched at the conference on Enterprise Development to 
be held on August 27, 2016.

ISED brings out Discussion paper Enterprise 
Development in Kerala�

Kerala’s development experience has of late become a matter of serious 
debates in the popular press. A recent Discussion Paper released by the 
ISED, departs from the beaten track of the Kerala economists, and the 
presents some critical issues relating to action strategies for the coming 
days. The Discussion Paper has been released against the back drop of the 
forthcoming conference entitled, Kerala Budget 2016 and Challenges of 
Enterprise Development to be held at Cochin shortly.	
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There are three internationally recognized perspectives on the Kerala 
Model of development, put forward by eminent economist. The ISED 
Discussion Paper departs radically from these approaches, and puts forward 
the hypothesis of “Development Bypass”. It implies that Kerala’s industrial 
stagnation cannot best be explained in terms of path dependency. On 
the other hand, it has been the result of the policy choice, along with 
the perception that, even without strengthening the production base, 
the economy can survive, with the help of foreign remittances. Of late, 
the white paper on state finances, brought out by the State Finance 
Minister has painted a grim picture of the state of the economy, which is 
significantly migrant dependent

ISED-SEO has come of age!
The ISED Small Enterprise Observatory (ISED-SEO), the unique knowledge 
hub on SMEs in India, is completing its second decade of existence. It 
has contributed significantly for enhancing the visibility of the SME 
constituency, as also for bringing to the limelight, it’s key concerns. 

The ISED-SEO was setup at the ‘International Conference on Small 
Enterprise Development, the Asia Pacific Experience and Imperatives’, 
held at Cochin ( Dec 10-12, 1997). “ From enterprise to enterprise”: 
this is the vision of ISED Small Enterprise Observatory. People venture 
upon (enterprise ) to create ventures (enterprises). While enterprise is 
a unique attribute found in some human beings , and not all, elements 
of it are found in many. Igniting such elements would mean, contribution 
to an entrepreneurial culture. It is synergic to the vision of the Institute: 
:”sustainable development through enterprise”.

While the Observatory is an integrated platform which draws upon and 
makes available knowledge resources in readily usable forms, it is a 
participative platform to the core, and is membership -driven. The take-
aways for the members are in the form of ,word of mouth, materials in 
print , or as services. Apart from regular communications, the members 
enjoy discounts on some takeaways. Should one be a banker, a corporate 
executive, an academic ,or an entrepreneur, it eases him from the burden 
of pondering over complex MSME-related issues and puzzles. 

For the Observatory and the Institute, this is the time for celebration. 
ISED has decided to further strengthen the Observatory by enhancing its 
membership base, and to broad base it’s activity spectrum in the coming 
days. 
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ISED Moots 36- point Agenda of Enterprise 
Development.
ISED through its forthcoming Kerala Enterprise Development report 2016, 
moots a 36-point agenda of enterprise development for the State of 
Kerala. The Institute’s articulation of the case for a new strategy involves, 
a critical assessment of Kerala strengths and weaknesses relating to the 
labour market, people’s aspirations and the so called ‘ease of doing 
business’. The items in the agenda are arranged under six focal areas:

1.    Administrative Reforms
2.    Approach to Entrepreneurship Developments and Missions
3.    Entrepreneur Support Services
4.    Skill Development and Start- up Promotion
5.    Sub-sectoral Approach
6.    Fostering Entrepreneurship Culture and Voluntary Regulations

ISED to bring out Kerala Enterprise 
Development Report -2016
Kerala Enterprise Development Report 2016, the 
first comprehensive Report on Kerala’s enterprise 
development  scene, is ready at the ISED. The 
Report will be formally launched at Cochin  by 
Mr.Pinarayi Vijayan, Chief Minister of Kerala.

This unique ISED Report brings together a wealth 
of information and data relating to the past and 
present of enterprise  development policy and 
strategies of the State. It is also important to 
note that, the Report comes out at a time when 
the new Government is working on its Industrial 
and Commercial Policy. 

Prepared by the ISED Small Enterprise 
Observatory(ISED-SEO), jointly with the ISED 
Centre for Monitoring Enterprise Development 
in the States (ISED-CMEDS), this  is a project 
under the Project -REDA of ISED. The Project was 
facilitated by the support of the Directorate of 
Industries and Commerce, Government of Kerala. 
This in-depth research makes some important 
findings and innovative recommendations on 
the way forward for  Kerala, in the light of the 
concerns outlined by the White Paper on State 
of the Economy, as also the State Budget, 2016.
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Coined by the World Bank, the concept of ‘ease doing business’ offers 
some standards,by which, countries can be compared in relation to 
their investment-friendliness.According to the ‘ease of doing business 
index’,  higher rankings (a low numerical value) indicate better, usually 
simpler, regulations for businesses and stronger protection of property 
rights. Empirical research,  funded by the World Bank to justify their 
work, shows that the economic growth impact of improving these 
regulations is strong. 

At the Sixth annual SME Summit 2016, to be held at New Delhi on 
September 9, 2016, ISED and FICCI joins together to demystify the 
knowledge base and practice of ‘ease of doing business’, to the specific 
context of micro, small, and medium enterprises in the country. The 
high profile summit, ‘Propelling MSME Growth: Ways & Means’ will 
be inaugurated by the Union Minister for Micro, Small and, Medium 
Enterprises, Mr. Kalraj Mishra.

In the prevailing understanding and concepts on ‘ease of doing business’, 
the facilitating/inhibiting factors for enterprise start-up are confined 
to generic indices, such as infrastructure, law and order, tax regime 
etc. However, the generic indices often conceal the intricate issues at 
the grass root level, according to a Discussion Paper prepared by the 
ISED. The factors inhibiting or contributing to enterprise growth are, 
to a  large extent, internal in the context of MSMEs than in the case 
of  the corporate sector. Therefore, policy decisions, by themselves, 
cannot enhance the ‘ease of doing business’. More importantly, there 
is a significant need for institutionalisation of ‘ease of doing business’, 
the Paper points out. India’s regime of panchayati raj offers significant 
opportunities and space for a local economic development(LED) agenda 
which, in essence, provides the basic conditions for the growth of 
enterprise and entrepreneurship. However, the situation, as it prevails 
in the country today, do not offer such opportunities in a uniform 
manner in all the States.

‘Ease of doing business’: ISED and FICCI joins 
on a knowledge platform

Data Products





Releasing soon....

  


