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& WHY IN NEWS

NITI Aayog released a report titled “Achieving Efficiencies in MSME Sector through Convergence of
Schemes,” identifying 18 overlapping MSME schemes and recommending two-pronged convergence —
information convergence (unified digital platform) and process convergence (aligned eligibility and delivery

mechanisms) — to improve the MSME ecosystem that employs 62% of India’s workforce.

WHY THE MSME SECTOR NEEDS POLICY ATTENTION

India’s Micro, Small and Medium Enterprises (MSME) sector is the economy’s backbone — not the headline-
grabbing part of the economy, but the part that employs the most people:
62% of India’s non-agricultural workforce works in MSMEs — ~28.13 crore people
MSME:s contribute 27—-30% of GDP and 45% of India’s exports
3.94 crore enterprises are formally registered on the Udyam Portal
Additional 2.71 crore informal micro enterprises are registered on the Udyam Assist Platform
51% of MSMEs operate in rural areas — MSME growth is, structurally, rural income growth
Yet despite this centrality, MSMEs are systematically underserved by India’s policy architecture. A 2024 SIDBI

survey found that only 13% of Indian MSMEs have accessed any formal government scheme. The

reason? Scheme complexity, overlapping eligibility, poor awareness, and bureaucratic friction.

THE NITI AAYOG REPORT’S CORE FINDING: 18 OVERLAPPING SCHEMES

The report identifies 18 central government MSME schemes with overlapping objectives. These include:
Credit access schemes (multiple, overlapping):

Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE) — provides collateral-free
loans via bank guarantee

PM SVANidhi — street vendor microloans (Rs 10,000 — Rs 20,000 — Rs 50,000)

MUDRA Loans (Shishu/Kishore/Tarun — Rs 50,000 to Rs 10 lakh)
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PMEGP (PM Employment Generation Programme) — provides subsidy-linked term loans for new units

All four schemes provide credit access — but with different target populations, loan sizes, subsidy structures,
and documentation requirements. A small enterprise owner often cannot determine which scheme applies to

them without external help.
Skill development schemes (multiple, overlapping):

PM VIKAS (PM Vishwakarma Kaushal Samman) — traditional artisans
Skill India Mission (MSDE component)
Technology upgradation schemes under MSME Ministry

KVIC artisan programmes

Each has different eligibility, different training partners, and different certification — creating administrative

burden without necessarily delivering better outcomes.
Technology and modernisation:

Technology Upgradation Fund Scheme (TUFS) — textile sector
Lean Manufacturing Competitiveness for SMEs

Digital MSME scheme

Again, overlapping scope without clear differentiation.

THE TWO-PRONGED CONVERGENCE RECOMMENDATION

Prong 1 — Information Convergence:
Build an AI-powered centralised digital platform that:

Aggregates all 18+ MSME schemes in one searchable interface
Allows MSME:s to check eligibility for multiple schemes simultaneously via a questionnaire
Provides status tracking for scheme applications across ministries/departments

Issues a unified MSME Identity (building on Udyam registration) that is portable across all scheme

applications

This is similar to what Open Credit Enablement Network (OCEN) and Account Aggregator (AA)

framework are doing for financial data — creating interoperability layers that reduce friction.
Prong 2 — Process Convergence:
Align the design of similar schemes so that:

Eligibility criteria use common definitions (enterprise size, turnover, employees)

Documentation requirements are standardised (Udyam registration as the single proof for all schemes)
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Disbursement mechanisms are unified (DBT — Direct Benefit Transfer wherever possible)
Monitoring and evaluation use common metrics
The report recommends creating a dedicated Marketing Wing within MSME Ministry specifically to help

MSME:s access export markets — an area where India’s MSMEs consistently underperform despite the 45%

export share figure.

THE UDYAM PORTAL: INDIA'S MSME REGISTRATION REVOLUTION

The Udyam Portal (launched July 1, 2020) replaced the old Udyog Aadhaar system. Its defining feature:

self-declaration with PAN and Aadhaar verification — no inspector visits, no certificate fees.

Udyam registration definitions (revised 2020):

Category Investment in plant & machinery Annual Turnover
Micro Up to Rs 1 crore Up to Rs 5 crore
Small Up to Rs 10 crore Up to Rs 50 crore
Medium Up to Rs 50 crore Up to Rs 250 crore

The turnover-based definition was added in 2020 — previously, only investment was used. Adding turnover

addresses the problem of enterprises with high sales but old/depreciated machinery being under-classified.

Udyam Assist Platform (UAP): For informal enterprises not covered by Udyam registration (as they don’t
file ITRs). Allows micro enterprises to get an ID without PAN, using Aadhaar only. 2.71 crore enterprises

registered.

GOVERNMENT SPENDING ON MSMES: AN ANALYSIS

Government MSME spending has more than tripled in five years:

FY2019-20: Rs 6,717 crore

FY2023-24: Rs 22,094 crore

Yet the outcomes — formalization rates, credit access, productivity — have not kept pace. This is the efficiency
problem the NITI Aayog report addresses: more spending on fragmented schemes does not

automatically produce better outcomes.
Key data from SIDBI MSME Pulse:

Formal credit coverage: Only ~13% of MSMEs have bank credit; the rest rely on informal

moneylenders at 24-36% interest
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Collateral dependency: Despite CGTMSE (collateral-free guarantee scheme), 70%+ of MSME bank

loans still require collateral in practice

Digital payment adoption: UPI has been transformative — 70%+ of MSMEs now accept digital

payments vs. <20% in 2019

THE MSME CREDIT GAP: WHY IT PERSISTS

The formal credit gap for Indian MSME:s is estimated at Rs 30-40 lakh crore (IFC/World Bank

estimate, 2024). This is the difference between what MSMEs need and what formal institutions supply.
Why the gap persists despite 18 schemes:
Information asymmetry: Banks cannot assess MSME creditworthiness without audited financials;
most MSMEs have no formal accounts
Collateral scarcity: MSME entrepreneurs often lack property to pledge

Branch banking geography: MSME clusters (Tiruppur knitwear, Moradabad brassware, Surat

textiles) are often in areas with limited banking infrastructure
Risk aversion: PSBs (Public Sector Banks) after the NPA crisis of 2015-19 have been over-cautious
about MSME lending

Technology solutions closing the gap:
Account Aggregator (AA): MSMEs can share GST returns, bank statements, and UPI transaction
history as cash flow proof for loan applications — replacing collateral requirement

TReDS (Trade Receivables Discounting System): MSMEs can discount invoices from large

buyers before payment is due — unlocking working capital

OCEN (Open Credit Enablement Network): Creates a protocol for digital lending across

platforms
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UPSC RELEVANCE

NITI Aayog MSME Convergence Report (18 schemes; information + process convergence); MSME
definitions (Udyam Portal; Investment + Turnover; July 1, 2020); Udyam Assist Platform (informal;
Aadhaar-only); CGTMSE (collateral-free; guarantee scheme); MUDRA Loans (Shishu/Kishore/Tarun;
up to Rs 10 lakh); PMEGP (PM Employment Generation Programme; subsidy-linked); PM SVANidhi
(street vendors; Rs 10,000—Rs 50,000); TReDS (invoice discounting; RBI); Account Aggregator
(DEPA framework; data sharing for credit); SIDBI (MSME credit; Udyam Assist); PM
VIKAS/Vishwakarma Scheme (traditional artisans; 18 trades)

MAINS GS-3:

“India’s MSME sector employs 62% of the workforce but only 13% of MSMEs access formal government
schemes. Critically examine the structural barriers and evaluate the NITI Aayog’s convergence
recommendations.” | “Evaluate the progress of financial inclusion for MSMEs in India — from MUDRA

to Account Aggregator. What more needs to be done?”

MAINS GS-2:

“Examine the efficacy of India’s scheme architecture for MSMEs. Is there a case for rationalisation of

centrally sponsored schemes?”

INTERVIEW:

“You are Secretary, MSME Ministry. How would you implement the NITI Aayog convergence

recommendations in 24 months without disrupting existing scheme beneficiaries?”
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FACTS CORNER — KNOWLEDGEPEDIA

I MSME SECTOR — KEY NUMBERS:
GDP contribution: 27-30%
Export contribution: 45%
Workers employed: ~28.13 crore
Workforce share: 62% of non-agricultural workforce
Udyam Portal registrations: 3.94 crore (formal)
Udyam Assist Platform: 2.71 crore (informal micro)
Rural MSMEs: 51%
Formal credit access: only ~13% of MSMEs

Formal credit gap: Rs 30-40 lakh crore

I MSME DEFINITIONS (UDYAM, 2020):

Micro: Investment < Rs 1 crore + Turnover < Rs 5 crore
Small: Investment < Rs 10 crore + Turnover < Rs 50 crore

Medium: Investment < Rs 50 crore + Turnover < Rs 250 crore

I KEY MSME CREDIT SCHEMES:

MUDRA (Micro Units Development and Refinance Agency): Shishu (<Rs 50,000), Kishore (Rs 50,000—5 lakh),
Tarun (Rs 5-10 lakh); under SIDBI

CGTMSE: Credit Guarantee Fund Trust for Micro and Small Enterprises; collateral-free guarantee; managed
jointly by MSME Ministry + SIDBI

PMEGP: PM Employment Generation Programme; subsidy 15-35% of project cost; for new
manufacturing/service units

PM SVANidhi: Street vendor microcredit; Rs 10,000 — Rs 20,000 — Rs 50,000; digital rewards

I TECHNOLOGY SOLUTIONS FOR MSME CREDIT:

Account Aggregator (AA): Share financial data (GST, bank, UPI) for credit assessment; DEPA framework;
regulated by RBI

TReDS: Trade Receivables Discounting System; MSME invoice factoring; 3 platforms (RXIL, M1Xchange,
Invoicemart)

OCEN: Open Credit Enablement Network; protocol for embedded lending

I NITI AAYOG REPORT KEY RECOMMENDATIONS:
Identify 18 overlapping MSME schemes
Information convergence: Al-powered unified platform; eligibility checker
Process convergence: Standardised eligibility, documentation, DBT delivery
Unified MSME Identity via Udyam

Dedicated Marketing Wing for export market access

Sources: NITI Aayog, PIB, SIDBI, MSME Ministry, The Hindu
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