
26th June 2025



CONTEXT: MSMEs will be the growth engines of the country and sectors such as 
defence, space and civil aviation.

India’s MSMEs: “Small 
Engines, Big Dreams”

The 
Analyst 
Handout

26th June, 2025

India’s MSMEs: “Small Engines, Big 
Dreams”

‘the lifeblood of the Indian economy’
● Crucial Role 
● The Ministry of Micro, Small and Medium 

Enterprises classifies MSMEs as- 

Importance 
● ~ 7 crore MSMEs 
● MSMEs - India's GDP
● MSMEs - Spread across the country
● MSMEs foster innovation -  Local needs

Challenges faced by MSMEs - 
● Timely and affordable credit - RBI
● Limited access - domestic and 

international markets - CII
● Keeping pace with technological 

advancements - MSME Dev Ins.
● Complying  - Complex regulations - 

World Bank
● The lack of Skilled Manpower - NSDC 
● COVID-19 Impact - SIDBI

Government interventions to 
support MSMEs - 
● Credit Guarantee Fund Trust for Micro 

and Small Enterprises
● Pradhan Mantri Micro Units Development 

and Refinance Agency - 4.14 lakh crore
● Credit Linked Capital Subsidy Scheme
● Pradhan Mantri Employment Generation 

Programme - 26k
● Entrepreneurship Skill Development 

Programme
● Udyam Portal - URP & UAP
● "Raising and Accelerating MSME 

Performance" (RAMP) scheme
● TReDS
● ODOP; GeM
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Way forward - MSME ecosystem - 

● Financial Empowerment - IFC study  
- Expanding credit guarantee 

schemes & alternative financing 
models

● Fostering Market Access - 
- Integration of MSMEs with 

e-commerce platforms; Reserving 
a specific percentage in 
government procurement 

● Bridging the Skill Gap - 
- Government and industry - 

targeted skill development 
programs; Apprenticeship 
programs

●  Simplifying Regulatory Framework
- Reduce compliance burden on 

MSMEs; Implementing a single 
window clearance

● Encouraging Innovation and 
Technology Adoption

Grants and tax benefits for R&D; Initiatives like 
the SUT

Mains Practise Question
“MSMEs are the backbone of the Indian 
economy, yet they remain structurally 
fragile.” In this context, examine the 
importance of MSMEs in India's 
development. Discuss the major 
challenges they face and suggest 
measures to make them globally 
competitive.

(15 Marks, 250 words)
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Decoding the Governor's Role in 
Indian Polity
● Constitutional Head - each state in 

India
● Link - State government & the Union 

government
● Office significant - Federal structure & 

state machinery functions - 
Constitution

Origin & Features

● Neither elected directly nor indirectly; 
central nominee -  President 

● Origins in GOI Act 1935; 7th 
Constitutional Amendment Act

● Hargovind Pant Case, 1979 - SC - “ 
Independent constitutional office” - 
Not Subordinate 
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What are the Challenges associated 
with Governor’s Office?

■ The Appointment of Governors: 
President -CoM; raises questions - 
political neutrality & impartiality.

○ Appointed - ruling party 
- centre; removed or 
transferred - political 
reasons; Undermines 
dignity of office

■ The Role and Powers of Governors: 
Various roles and powers - giving 
assent to bills, appointing the CM, 
sending reports to the president, 
and exercising special 
responsibilities - Subject to the 
discretion - conflicts 

○ Instances - governors - 
delayed or withheld 
assent to bills, dismissed 
or dissolved state 
governments, etc.

○ Actions - arbitrary, 
partisan, or 
unconstitutional.

■ The Accountability and Immunity 
of Governors: Supposed to be - 
President’s analogue, Reality- 
agents of the Union government, 
keep a check - elected state 
governments.

○ Removal - pleasure of 
the Union government.

○ Not even answerable to 
the courts while in office 
(Art 361)

What Reform Measures can be 
taken?

● Judicial Intervention: The SC - continue 
- monitor the conduct of the governors 
and issue directions
○ Help prevent - arbitrary or 

partisan actions; uphold the 
federal principle 

● Reform the Current Appointment and 
Removal Process: The Constitution - 
amended - process of appointment and 
removal 
○ A more transparent and 

consultative mechanism
○ The removal of the governors can 

also be made more difficult - 
resolution of the state legislature

● Grant him/her a President-like status: 
Make the governor accountable to the 
state legislature — through election and 
impeachment.
■ Enhance accountability and 

legitimacy; reduce scope for 
interference.

■ The election of the governor - 
state legislature or by the people 
of the state

● Make him/her Impeachable: The 
governor can be made impeachable by 
the state legislature - grounds of 
violation of the Constitution or 
misconduct.
○ Provide a check and balance 
○ The impeachment process - 

President

https://www.drishtiias.com/loksabha-rajyasabha-discussions/special-report-doctrine-of-separation-of-powers#:~:text=Articles%20122%20%26%20212%3A%20The%20validity,of%20his%20or%20her%20office
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Constitutional Reforms suggested 
by Various Committees and 
Supreme Court

■ The Sarkaria Commission (1988)- 
consultation - CM; a person of eminence 
- public life; not be removed - before the 
completion; act as a bridge - centre and 
state; exercise - discretionary powers 
sparingly and judiciously 

■ Venkatachaliah Commission (2002) 
-appointment of Governors - committee; 
should be allowed to complete their 
five-year term, unless they resign or are 
removed by the President; central 
government should consult the CM; 
should not interfere - day-to-day 
administration; act - friend, philosopher 
and guide

■ Punchhi Commission (2010) - deleting 
the phrase “during the pleasure of the 
President” from the Constitution; 
governor should be removed  - only by a 
resolution of the state legislature,

● BP Singhal vs Union of India (2010) - The 
SC held that the President can remove a 
Governor at any time and without 
assigning any reason; removal cannot - 
arbitrary, capricious or unreasonable 
grounds.

Mains Practise Question
"The Office of the Governor, envisioned as a 
constitutional link between the Centre and 
the States, is increasingly becoming a 
source of friction in Indian federalism." 
Critically examine this statement with the 
help of recent examples. Suggest 
measures to preserve the impartiality and 
constitutional sanctity of the office.

(15 Marks, 250 words)
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What is BRICS?

BRICS is an acronym for Brazil, Russia, 
India, China, and South Africa — a 
grouping of major emerging economies 
aiming to promote peace, development, 
and reform of global governance 
institutions.

● Formed: 2009 (originally as BRIC)
● South Africa joined: 2010
● 2024 Expansion: Invited 6 new 

members — Iran, Saudi Arabia, 
Egypt, UAE, Ethiopia, and Argentina 
(Argentina later declined)

Objectives of BRICS

● Reform of global financial and 
political institutions (UN, IMF, World 
Bank)

● Promote multipolarity in global 
governance

● Foster economic, scientific, technical, 
and cultural cooperation among 
member states

● Counterbalance Western-led 
institutions like the G7

Institutional Mechanisms

● Annual BRICS Summit: Rotational 
presidency among members

● BRICS New Development Bank 
(NDB):
○ Headquartered in Shanghai, 

China
○ India’s K.V. Kamath was the first 

president
○ Funds infrastructure and 

sustainable development in 
BRICS and other emerging 
economies
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 Contingent Reserve Arrangement (CRA):

○ $100 billion pool for providing 
liquidity during balance of 
payments crises

○ Designed as a safety net 
against global financial shocks
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What is North Atlantic Treaty 
Organization (NATO)?

● Established: 4 April 1949
● Headquarters: Brussels, Belgium
● Type: Intergovernmental military 

alliance
● Current Members: 32 countries (as 

of 2024)
○ Includes USA, UK, France, 

Germany, Italy, Turkey, 
Canada, and more.

○ Latest Members: Finland 
(2023) and Sweden (2024), in 
response to Russian aggression 
in Ukraine.
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Core Principle: Collective Defence 
(Article 5)

Article 5 of the North Atlantic Treaty:

“An armed attack against one or 
more of them in Europe or North 
America shall be considered an 
attack against them all.”

Key Points:

● Collective defence is the cornerstone 
of NATO.

● First and only time invoked: After 9/11 
terrorist attacks on the U.S. in 2001.

● Not automatically military; members 
can respond as they deem 
necessary, including non-military 
actions.

Foundational Treaty & Purpose

● Signed in Washington D.C. (1949) to 
deter Soviet expansion during the 
Cold War.

● Originally included 12 countries — 
now expanded to 32, including former 
Eastern Bloc and Soviet states.

● Purpose:
○ Deter external aggression 

(mainly USSR/Russia).
○ Promote transatlantic security 

cooperation.

○ Uphold democratic values, rule 
of law, and peaceful dispute 
resolution.

NATO's Key Functions Today

1. Military Defence – Unified military 
command structure; joint operations.

2. Crisis Management – Peacekeeping 
(e.g., Kosovo), counter-terrorism.

3. Cooperative Security – Partnerships 
with non-member countries (like 
India, Australia, Japan).

4. Cyber Defence – Declared 
cyberspace a “domain of operations” 
in 2016.

5. Hybrid Warfare Response – 
Addressing disinformation, 
cyberattacks, and proxy wars.

Important Military Operations 
(Selected)

● ISAF in Afghanistan (2001–2014): 
NATO-led force post-9/11

● Kosovo Force (KFOR): Active 
peacekeeping since 1999

● Libya (2011): Enforced UN-mandated 
no-fly zone

● Iraq Mission (Post-2018): 
Non-combat advisory role
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Q1. Regarding Indian government schemes for 
MSMEs, consider the following statements:

1. Udyam Portal links MSMEs with the 
Income Tax and GST networks.

2. The CHAMPIONS portal aims to resolve 
grievances of large public sector units.

3. Credit Guarantee Fund Trust for Micro 
and Small Enterprises offers 
collateral-free credit to startups only.

Which of the statements given above is/are 
correct?
a) 1 and 3 only
b) 1 only
c) 2 only
d) 2 and 3 only

Answer: b

Q2. Consider the following statements 
regarding the Governor in the Indian 
Constitution:

1. The Governor’s appointment and 
removal are not judicially reviewable.

2. The Governor holds office during the 
pleasure of the President.

Which of the statements given above is/are 
NOT correct?
a) 1 Only
b) 2 Only
c) Both 1 and 2
d) Neither 1 nor 2

Answer: a

Q3. Regarding BRICS, consider the following 
statements: 

1. The BRICS New Development Bank allows 
only BRICS nations to borrow from it.

2. BRICS operates on a treaty-based 
charter ratified by all member 
parliaments.

3. The BRICS Contingent Reserve 
Arrangement is aimed at currency 
stabilisation and liquidity support.

How many of the statements given above 
is/are correct?
a) Only One
b) Only Two
c) All Three
d) None

Answer: a

Q4. Regarding North Atlantic Treaty 
Organization (NATO), consider the following 
statements:

1. The principle of collective defence is 
enshrined in the NATO Charter.

2. All NATO decisions require "consensus’ 
among member states.

3. NATO's military interventions require 
authorisation from the United Nations 
Security Council.

4. France had once withdrawn from NATO’s 
integrated military command.

How many of the statements given above 
is/are correct?
a) Only One 
b) Only Two
c) Only Three
d) All Four

Answer: c

Q5. Regarding the National Human Rights 
Commission (NHRC) of India, consider the 
following statements:

1. The Chairperson of NHRC must be a 
retired Chief Justice of India.

2. NHRC's recommendations are binding on 
the government.

3. NHRC can visit prisons and detention 
centres without prior permission.

Which of the statements given above is/are 
correct?
a) 1 and 2 only
b) 1 only
c) 3 only
d) 1 and 3 only

Answer: c




