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Abstract 

The Pradhan Mantri MUDRA Yojana (PMMY) was launched in 2015 to promote financial inclusion and foster entrepreneurial growth 

among micro and small enterprises in India by providing access to inexpensive loans. This paper analyzes the impact of PMMY on 

financial inclusion, entrepreneurial advancement, and economic growth across several areas of India. A mixed-methods approach was 

employed to analyze data from government reports and economic surveys to evaluate the level of financial accessibility offered by 

PMMY, particularly for marginalized and underserved groups. Research demonstrates that PMMY has markedly improved financial 

inclusion, resulting in a considerable rise in the number of small enterprises obtaining formal credit. The initiative has facilitated 

employment development and income generation in rural and semi-urban regions, therefore promoting economic progress. 

Nonetheless, obstacles include repayment rates, inadequate financial literacy, and geographical discrepancies in loan 

distributioncontinue to affect the scheme's overall efficacy. This study closes with solutions for tackling these problems and augmenting 

PMMY's role in fostering sustainable economic growth in India. 

Keywords: pradhan mantri mudra yojana, financial inclusion, entrepreneurship, economic growth, and financial literacy 

 
Introduction 

In 2015, the Indian government introduced the Pradhan 

Mantri MUDRA Yojana (PMMY) to help the micro, small, 

and medium enterprise (MSME) sector get affordable 

loans so they can expand their businesses and contribute 

to the country's economic progress. The 63 million units 

that make up this sector and the 120 million people that 

work in it are the backbone of the Indian economy.                   

It accounts for about 30% of the country's GDP and 48% of 

its exports (Ministry of MSME, 2020). The expansion of 

micro and small businesses, in particular, has been 

impeded by the restricted availability of financing. To fill 

this need, PMMY partners with MUDRA to provide small 

company owners with collateral-free loans so they can 

launch, grow, or stabilize their enterprises (Sharma & 

Singhal, 2019). 

 PMMY offers three unique loan categories Shishu, 

Kishore, and Tarunto meet the diverse financial needs of 

small firms at different stages of development. Women and 

other marginalized groups obtained an inequitable share of 

the loans allocated by the program, which had 290 million 

members by 2020 (Bhattacharya, 2021). Research 

indicates that PMMY has markedly enhanced access to 

formal financial services for disadvantaged individuals 

(Nair, 2021). Economic growth and stability rely on job 

generation, and PMMY has substantially contributed to job 

creation in rural and semi-urban regions (Kumar, 2022). 

Not withstanding the considerable advancements made by 

PMMY, obstacles remain. The program faces challenges 

with loan recovery rates, inadequate financial education, 

and geographical inequality. Research on PMMY loan 

repayment performance is inconsistent; many research 

suggest that specific borrower categories demonstrate 
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elevated default rates (Ravi & Roy, 2021). The inefficient 

allocation of funds is further aggravated by the persistent 

low levels of financial literacy among numerous PMMY 

beneficiaries (Garg & Agarwal, 2020). Concerns exist over 

the scheme's accessibility in specific locations, especially 

in rural and northeastern regions, owing to geographical 

discrepancies in loan distribution (Jha & Shukla, 2021). 

Analyzing PMMY's successes and shortcomings helps this 

study to present a whole picture of it, therefore affecting 

economic development, entrepreneurship, and financial 

inclusion. It also offers recommendations to increase 

program efficiency, hence ensuring ongoing growth of 

India's MSME sector. Analyzing the purposes of                     

government-sponsored financial inclusion initiatives such 

as PMMY helps us to better value how these initiatives 

serve inclusive development and economic empowerment. 

 
Review of Literature 

The Pradhan Mantri MUDRA Yojana (PMMY) has 

attracted much academic scrutiny since its establishment 

in 2015, especially about its effects on financial inclusion, 

entrepreneurship, and economic development. 

Researchers have examined PMMY's efficacy in bridging 

finance access disparities for micro, small, and medium 

companies (MSMEs), a sector vital to India's economy. 

 Financial inclusion is a primary emphasis of PMMY, 

with numerous research investigating its impact on 

enhancing banking access for marginalized communities. 

Nair (2021) observed that PMMY plays a crucial role in 

enhancing financial inclusion by providing collateral-free 

loans to individuals typically isolated from conventional 

financial services, including rural women and 

disadvantaged communities. Sharma and Singhal (2019) 

indicated that PMMY has significantly enhanced access to 

formal credit, in accordance with India's overarching 

financial inclusion objectives. Garg and Agarwal (2020) 

emphasized that, despite these advancements, the 

inadequate financial literacy of PMMY recipients constrains 

the scheme's potential, as numerous borrowers find it 

challenging to utilize their loans properly due to insufficient 

understanding of financial management. 

 The PMMY emphasizes fostering entrepreneurship by 

empowering small company owners through the provision 

of essential finances for initiating or expanding their 

enterprises. Bhattacharya (2021) discovered that receivers 

of PMMY loans exhibited enhanced business growth, 

especially in rural and semi-urban regions, where access 

to formal finance is frequently limited. Kumar (2022) 

indicated that PMMY loans have facilitated job creation, as 

beneficiaries reinvested in their businesses and expanded 

hiring, especially in areas with elevated unemployment 

rates. Jha and Shukla (2021) highlighted geographical 

inequalities, noting that northeastern states and rural areas 

received fewer loans, suggesting potential limitations in the 

scheme's accessibility throughout India. 

 Research investigates PMMY's contribution to 

economic growth and poverty alleviation. Bhattacharya 

(2021) asserts that PMMY's assistance for MSMEs is 

crucial for economic empowerment and poverty reduction 

by increasing the earnings of recipients. Singh and Verma 

(2020) contended that enhanced credit accessibility 

through PMMY may fortify MSMEs, resulting in GDP 

expansion and poverty alleviation. Ravi and Roy (2021) 

asserted that the long-term effects of PMMY on economic 

growth depend on the success of loan repayments and the 

sustainable development of businesses. They warned that 

default rates among PMMY borrowers could affect the 

scheme's viability, so constraining its potential contribution 

to economic growth. 

 Despite the potential of PMMY, obstacles remain in its 

execution. Jha and Shukla (2021) contended that 

bureaucratic intricacies and regional inequalities in loan 

distribution impede the effectiveness of PMMY. 

Furthermore, Ravi and Roy (2021) discerned elevated 

default rates within specific borrower demographics, 

presenting difficulties for both lenders and recipients.                

The absence of customized financial solutions for various 

locations and economic sectors constrains the scheme's 

efficacy, especially for small businesses in                           

agriculture-reliant regions (Singh & Verma, 2020). 

 The literature emphasizes PMMY's beneficial impact 

on financial inclusion and entrepreneurship while 

highlighting issues around loan repayment and 

geographical inequalities. Although PMMY possesses the 

capacity to stimulate economic growth, successful 

execution, enhanced financial literacy, and customized 

regional strategies are crucial to optimize its effectiveness. 
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Objectives of the Study 

1. To analyze the performance, financial and                       

socio-economic impact of PMMY on beneficiaries. 

2. To assess PMMY’s effectiveness in promoting 

financial inclusion and entrepreneurship. 

3. To investigate the challenges in implementation and 

loan repayment under PMMY. 

4. To evaluate the extent of PMMY’s impact on 

marginalized communities and women entrepreneurs. 

5. To suggest recommendations for policy 

improvements to enhance the effectiveness of PMMY. 

 This study will provide valuable insights into the 

scalability and sustainability of PMMY, highlighting its role 

in India’s vision of inclusive economic growth. 

 
Research Methodology 

The study looks into the effects of the Pradhan Mantri 

MUDRA Yojana (PMMY) using a descriptive and analytical 

research design. It analyzes the connections between loan 

disbursement, utilization, and performance results and 

economic growth, entrepreneurship, and financial 

inclusion. NABARD, NITI Aayog, and other government 

agencies provided further insights to the data, which were 

taken from the Ministry of Finance's and MUDRA's official 

PMMY reports. Peer-reviewed journals, working papers, 

and case studies from Google Scholar, JSTOR, and 

Scopus were reviewed to provide scholarly viewpoints. 

Guidelines for loan classification (Shishu, Kishor, Tarun) 

and scheme revisions were among the policy documents 

that demonstrated the program's strategic objective. We 

compared PMMY datasets with regional and national 

statistics, such as RBI reports and Economic Surveys. 

Additional information was taken from official websites 

such as NABARD and the Ministry of Finance in order to 

confirm trends and evaluate results thoroughly. 

 
Result and Discussion 

The analysis reveals that the Pradhan Mantri MUDRA 

Yojana (PMMY) significantly enhanced financial inclusion 

by extending credit access to underserved segments, 

especially micro-entrepreneurs. PMMY's loan 

categorization (Shishu, Kishor, Tarun) facilitated diverse 

entrepreneurial growth, fostering job creation. Additionally, 

economic growth indicators, such as GDP contribution and 

employment, showed positive trends, reflecting the 

scheme's role in promoting sustainable economic 

development. 

 

 

 
 The Pradhan Mantri MUDRA Yojana (PMMY) 

performance from 2015–16 to 2021–22 is shown in table 1, 

which shows consistent increases in targets, sanctions, 

and payouts. In the majority of years, the authorized sums 

often surpassed the yearly goals, demonstrating robust 

demand and effective execution. For example, in 2018–19, 

sanctions totaled INR 321,723 crore, although the 

objective was INR 300,000 crore. 

 
Table 1 Scheme Target Achievement Since Inception 

Year 
Target 

(INR Cr.) 

Sanctioned 

(INR Cr.) 

Disbursements 

(INR Cr.) 

2015-16 122000 137449 132955 

2016-17 180000 180529 175312 

2017-18 244000 253677 246437 

2018-19 300000 321723 311811 

2019-20 325000 337496 329715 

2020-21 350000 321759 311754 

2021-22 306000 339110 331402 

Source: Annual Reports, Ministry of MSME, Government 

of India 
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 High fulfilment rates were shown by the near 

alignment of disbursements with sanctioned amounts.              

For instance, of the INR 339,110 crore approved in                    

2021-2022, INR 331,402 crore (97.7%) was 

released.Disbursements show a minor dip in 2020-21, 

most likely as a result of the COVID-19 epidemic, but they 

show a comeback in 2021-22.This pattern highlights 

PMMY's important role in enhancing micro and small 

business credit availability and promoting economic 

resilience. 

 Table 2 presents a detailed analysis of the Pradhan 

Mantri MUDRA Yojana (PMMY) performance from its start 

to 2021-22, emphasizing the scheme's scope and financial 

magnitude. The quantity of accounts consistently rose, 

escalating from 34.88 million in 2015-16 to 53.79 million in 

2021-22, indicating improved accessibility and financial 

inclusion. Both sanctioned and disbursed amounts 

experienced significant rise. 

 
Table 2 Overall Performance of the Scheme 

Year No. of A/c 

Amt. 

Sanctioned 

(INR Cr.) 

Amt. 

Disbursements 

(INR Cr.) 

2015-16 34880924 137449 132955 

2016-17 39701047 180529 175312 

2017-18 48130593 253677 246437 

2018-19 59870318 321723 311811 

2019-20 62247981 337496 329715 

2020-21 50735046 321759 311754 

2021-22 53795526 339110 331402 

Overall 349361060 1891743 1839387 

Source: MUDRA Ltd. 

 
 Total sanctions amounted to INR 1,891,743 crore, 

with INR 1,839,387 crore disbursed over the years, 

reflecting a notable payout rate above 97%. The decline in 

accounts and financial activity during 2020-21 is 

attributable to pandemic-related disruptions; nevertheless, 

recovery is apparent in 2021-22.PMMY significantly 

enhanced finance accessibility, boosting micro and small 

firms while fostering entrepreneurship on an unparalleled 

scale. 

 Table 3 presents the performance data for the 

Pradhan Mantri MUDRA Yojana (PMMY) for 2023-24, 

illustrating the scheme's classification into Shishu, Kishore, 

and Tarun, which provides targeted financial assistance for 

different phases of entrepreneurship. 

 
Table 3 PMMY Performance 2023-24  

(Amount Rs. in Crore) 

Category 
Sanctioned 

Amount 

Disbursed 

Amount 

Shishu 148937.3 147784.68 

Kishore 262284.8 257094.5 

Tarun 129790.67 127479.17 

Source:Ministry of Finance 

 
 Shishu Category: Pertaining to small-scale loans, 

the Shishu category recorded sanctions of INR 148,937.3 

crore, achieving a notable disbursement rate of 99.2% 

(INR 147,784.68 crore), reflecting robust accessibility for 

micro-enterprises. 

 Kishore Category: This mid-tier credit category 

experienced the most significant financial engagement, 

with INR 262,284.8 crore approved and INR 257,094.5 

crore disbursed (98.0%). This indicates substantial backing 

for the expansion of enterprises. 

 In the Tarun category, higher-value loans 

experienced sanctions amounting to INR 129,790.67 crore 

and disbursements totalling INR 127,479.17 crore, 

resulting in a disbursement rate of 98.2%, hence 

facilitating enhanced entrepreneurial development. 

This result illustrates PMMY's efficacy in distributing loans 

to diverse borrower requirements, promoting 

entrepreneurship at all tiers. 

 Table 4 presents disparities in per capita sanctioned 

amounts among Indian states and union territories under 

the Pradhan Mantri MUDRA Yojana (PMMY) from 2015 to 

2022. 

 
Table  4 State-wise Per capita amount sanctioned 

under PMMY (2015-2022) 

State 
2015-

16 

2016-

17 

2017-

18 

2018-

19 

2019-

20 

2020-

21 

2021-

22 

Andaman and 
Nicobar Islands 

5,738 2,106 2,697 2,410 1,987 3,232 2,034 

Andhra Pradesh 1,175 1,177 2,063 2,264 2,314 2,244 2,128 

Arunachal 38 589 791 853 1,128 1,296 654 
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Pradesh 

Assam 582 1,573 2,137 3,185 2,496 2,454 1,559 

Bihar 726 1,171 1,529 2,344 2,636 2,458 3,083 

Chandigarh 2,013 2,170 3,979 4,039 3,830 4,257 2,669 

Chhattisgarh 887 1,305 1,858 2,330 2,724 2,641 2,321 

Dadra and 

NagarHaveli 
632 683 1,070 1,295 1,293 1,535 1,467 

Damanand Diu 511 518 968 768 1,013 1,153 820 

Delhi 1,756 2,241 2,651 3,436 3,103 2,460 1,559 

Goa 2,738 2,675 3,423 3,446 3,479 3,796 3,369 

Gujarat 998 1,288 1,884 2,187 2,274 1,916 2,011 

Haryana 1,286 1,516 2,343 2,969 3,100 2,979 3,064 

Himachal 

Pradesh 
1,455 1,867 2,769 3,437 3,501 3,445 3,136 

Jammu 

&Kashmir 
945 1,471 2,063 2,714 2,975 4,578 4,802 

Jharkhand 893 1,214 1,640 2,119 2,414 2,568 2,673 

Karnataka 2,760 2,947 3,766 4,910 4,941 4,943 4,697 

Kerala 1,454 1,882 2,832 3,646 3,935 3,417 3,502 

Lakshadweep 1,021 875 2,009 1,143 1,287 3,577 2,584 

Madhya 

Pradesh 
1,115 1,447 2,050 2,397 2,624 2,544 2,591 

Maharashtra 1,229 1,538 2,025 2,353 2,483 2,243 2,296 

Manipur 460 546 769 1,265 1,445 1,525 1,448 

Meghalaya 561 640 729 910 922 1,398 714 

Mizoram 788 922 1,437 2,115 2,277 2,236 1,926 

Nagaland 434 576 687 824 930 1,320 1,157 

Odisha 1,357 1,880 2,754 3,757 3,673 3,652 4,026 

Pondicherry 2,707 3,931 7,173 10,008 6,126 4,958 6,422 

Punjab 1,288 1,673 2,424 2,986 3,202 2,672 2,948 

Rajasthan 800 1,317 2,022 2,554 2,868 2,709 2,772 

Sikkim 975 1,636 1,905 3,413 2,886 3,291 2,662 

Tamil Nadu 2,196 2,502 3,511 4,749 4,854 4,015 4,502 

Tripura 1,013 2,720 4,042 5,046 4,310 5,762 6,796 

Uttar Pradesh 614 765 1,105 1,311 1,549 1,463 1,685 

Uttarakhand 1,773 1,957 2,551 2,948 2,919 3,074 2,990 

West Bengal 880 1,720 2,252 2,899 2,935 3,214 3,823 

Source: Assessment of PMMY, Final Report 2023 

 
 High-performing Regions: States such as Tripura 

(INR 6,796 in 2021-22), Pondicherry (reaching INR 10,008 

in 2018-19), and Karnataka (INR 4,943 in 2020-21) 

frequently exhibit elevated per capita sanctions, indicating 

vigorous program engagement and substantial 

entrepreneurial endeavours. 

 Consistent Growth in Key States: States like Tamil 

Nadu, Odisha, and West Bengal see steady increases in 

per capita sanctions, underscoring notable advancements 

in financial inclusion and small-business lending. 

 Lagging Regions: States such as Nagaland, 

Meghalaya, and Manipur exhibit lower per capita sanctions 

despite significant advancements, indicating potential 

issues in outreach or demand. 

 Notable Observations: Union Territories such as the 

Andaman and Nicobar Islands and Chandigarh exhibit 

inconsistent trends, possibly attributable to their limited 

populations and differing program emphases. 

 This trend study demonstrates PMMY's customized 

finance strategy addressing regional requirements, with 

prospects for improving inclusion in underachieving states. 

 
Financial and Socio-Economic Impact of PMMY on 

Beneficiaries 

The Pradhan Mantri MUDRA Yojana (PMMY) has made 

significant strides in delivering financial and                          

socio-economic benefits to its beneficiaries, particularly 

targeting micro and small enterprises in India.  

1.  Financial Impact on Beneficiaries 

 Access to Capital: PMMY has broadened 

access to financial services for individuals and 

businesses traditionally underserved by formal 

financial institutions. The scheme’s provision of 

collateral-free loans, segmented into Shishu, 

Kishore, and Tarun categories, has enabled 

micro-enterprises and small businesses to 

secure much-needed funding. By the end of the 

2022-23 fiscal year, PMMY had disbursed loans 

worth approximately ₹18.60 lakh crore, 

highlighting the program's extensive reach. 

 Interest and Repayment Terms: Beneficiaries 

have benefited from lower interest rates and 

flexible repayment options, which are more 

favorable than informal lending options. As a 

result, micro-businesses facing constraints in 

conventional credit markets can reduce their 

financial burden. 

 Reduction in Informal Debt: Many small 

entrepreneurs previously relied on informal 
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lenders with high-interest rates. PMMY has 

helped reduce this dependency, thereby 

lessening the financial burden and vulnerability 

to exploitative lending. 

 Business Expansion and Cash Flow 

Management: For small businesses, PMMY 

funds are critical for operational expenses, asset 

acquisition, and market expansion. Improved 

cash flow and better access to working capital 

have enabled beneficiaries to expand 

production, diversify products, and reach new 

markets. 

2.  Socio-Economic Impact on Beneficiaries 

 Job Creation and Employment: By supporting 

the growth of small businesses, PMMY has 

contributed to job creation in sectors like trade, 

manufacturing, and services. This impact is 

especially pronounced in rural and semi-urban 

areas, where the lack of formal employment is 

significant. The scheme thus indirectly 

contributes to reducing unemployment and 

underemployment. 

 Entrepreneurship Development: PMMY’s ease 

of access has empowered many first-time 

entrepreneurs, especially women and young 

individuals, who make up a large proportion of 

the beneficiaries. PMMY’s focus on promoting 

entrepreneurship in underserved areas has 

given rise to new business ventures and helped 

create a more inclusive business environment. 

 Poverty Alleviation: The scheme has enabled 

many low-income families to improve their 

financial standing. By providing funds for 

income-generating activities, PMMY has helped 

in poverty reduction and financial upliftment, 

allowing beneficiaries to access better 

healthcare, education, and improved living 

standards. 

 Women’s Economic Empowerment: Women 

entrepreneurs constitute over 68% of the 

beneficiaries under PMMY. By supporting 

women-led micro-enterprises, PMMY has 

fostered economic independence among 

women, enhancing their role in household 

decision-making and boosting gender equality in 

entrepreneurship. 

 Financial Literacy and Banking Inclusion: 

PMMY’s structure encourages beneficiaries to 

interact with formal financial systems, which 

promotes financial literacy and banking inclusion. 

Many beneficiaries are first-time users of 

banking services, and engagement with PMMY 

loans has increased their familiarity with formal 

financial management practices. 

 Economic Growth Contribution: The 

cumulative growth of micro-businesses 

supported by PMMY contributes to the GDP by 

expanding the base of small-scale industrial 

production and local trade. PMMY has thus 

played a role in stimulating economic activity at 

the grassroots level. 

3.  Challenges and Areas for Improvement 

 NPA (Non-Performing Assets): An increase in 

NPAs, particularly among Shishu loans, 

indicates the financial strain among some 

borrowers. Financial literacy training could 

enhance repayment rates and sustain positive 

impacts. 

 Geographical Disparity: PMMY's impact varies 

geographically, with higher uptake in certain 

states. Bridging this gap could increase PMMY's 

socio-economic impact in less-penetrated 

regions, especially in the northeastern states. 

 Continued Support for Small Enterprises: 

Many small enterprises require ongoing financial 

support beyond the initial funding. Addressing 

this through periodic assessment of businesses’ 

needs could further strengthen their sustainability. 

 In essence, PMMY has positively impacted 

beneficiaries by improving access to finance, fostering 

entrepreneurship, and contributing to economic inclusion 

and poverty alleviation. With ongoing improvements in 

financial literacy, geographic reach, and post-loan support, 

PMMY could further enhance its socio-economic benefits, 

supporting sustainable development and inclusive growth 

in India. 
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PMMY has Influenced Financial Inclusion and 

Entrepreneurship 

The Pradhan Mantri MUDRA Yojana (PMMY) has been 

instrumental in promoting financial inclusion and 

entrepreneurship in India, particularly for underserved 

groups, including small business owners, women, and 

youth.  

1.  Financial Inclusion 

 Expansion of Access to Formal Credit: PMMY 

provides collateral-free loans, making it easier 

for small and micro-entrepreneursmany of whom 

previously relied on informal sourcesto access 

credit from formal financial institutions. This shift 

has significantly contributed to reducing financial 

exclusion. 

 Increase in Banking Penetration: By offering 

loans through banks and microfinance 

institutions (MFIs), PMMY has strengthened the 

connection between small businesses and 

formal financial systems. Beneficiaries are now 

more likely to have savings accounts, credit 

histories, and other financial services, creating a 

foundation for sustainable financial health. 

 Support for First-Time Borrowers: Many 

PMMY borrowers are first-time credit recipients, 

especially in rural and semi-urban areas.                  

This inclusion of new borrowers not only 

supports micro-enterprises but also introduces 

them to essential banking services, fostering 

long-term financial empowerment and literacy. 

 Bridging the Gender Gap: PMMY has made 

notable strides in empowering women 

entrepreneurs, who represent over 68% of 

beneficiaries. By addressing the gender gap in 

financial access, PMMY has helped in building 

women’s economic agency, providing women 

with tools for financial independence and 

creating positive effects in communities. 

2.  Promotion of Entrepreneurship 

 Catalyst for Micro-Enterprise Growth: PMMY's 

tiered loan categories-Shishu (up to ₹50,000), 

Kishore (₹50,001 to ₹5 lakh), and Tarun (₹5 

lakh to ₹10 lakh)-support businesses across 

different growth stages. The availability of these 

loans helps micro-entrepreneurs scale 

operations, invest in new products, and expand 

their market reach. 

 Empowering Small and Marginalized 

Businesses: PMMY has encouraged 

entrepreneurship among marginalized sections 

of society, including SC/ST communities, rural 

populations, and people with limited resources. 

The scheme thus fosters inclusive economic 

growth by bringing these segments into the 

entrepreneurial fold. 

 Encouragement for Youth and Startups: 

PMMY has been instrumental for young 

entrepreneurs who may lack access to traditional 

forms of credit. By lowering entry barriers, 

PMMY has supported a diverse range of 

startups, from local services to small-scale 

manufacturing units, fuelling job creation and 

economic vibrancy in local economies. 

 Reduced Dependency on Informal Lending: 

With PMMY loans, small businesses no longer 

rely as heavily on informal lending sources, 

which often come with exorbitant interest rates. 

This shift helps small business owners better 

manage their finances, reducing debt cycles and 

enhancing long-term business stability. 

 Contribution to Employment and Income 

Generation: By supporting small business 

growth, PMMY plays a direct role in job creation 

and income generation at the grassroots level. 

As these enterprises grow, they often hire 

locally, boosting community incomes and 

contributing to local economic development. 

3.  Key Challenges and Considerations for Greater 

 Effectiveness 

 Financial Literacy: While PMMY has expanded 

access to credit, beneficiaries often lack the 

financial literacy needed to manage loans 

effectively. Integrating financial literacy programs 

with the scheme could improve repayment rates 

and enhance the sustainability of businesses. 
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 Addressing High NPAs: Some PMMY loans, 

particularly in the Shishu category, face                

higher-than-average non-performing assets 

(NPAs). Strengthening credit assessment 

processes and providing post-loan support could 

help mitigate these challenges. 

 Geographical and Sectoral Disparities: 

PMMY’s reach is stronger in certain states, and 

the scheme has been more effective in some 

sectors than others. Addressing these disparities 

with targeted strategies for underrepresented 

regions and sectors can maximize PMMY’s 

impact. 

 Scalability and Continued Access: Many 

beneficiaries need additional financial support to 

scale their businesses beyond the initial funding. 

Consideration of additional funding programs 

and a smoother transition to higher loan 

categories can help sustain business growth. 

 PMMY has substantially advanced financial inclusion 

by integrating underserved groups into formal financial 

systems and promoting entrepreneurship across                    

socio-economic divides. The scheme’s focus on 

accessibility, gender inclusivity, and support for 

marginalized communities makes it a powerful tool for 

fostering sustainable economic development. 

Strengthening financial literacy initiatives, enhancing 

geographic and sectoral reach, and addressing NPAs 

could further bolster PMMY’s effectiveness, maximizing its 

potential to drive inclusive growth and entrepreneurship 

across India. 

 
Challenges in Implementation and Loan Repayment 

under PMMY 

The Pradhan Mantri MUDRA Yojana (PMMY) has seen 

significant success in promoting financial inclusion and 

entrepreneurship, but challenges in its implementation and 

loan repayment remain.  

1.  Challenges in Implementation 

 Limited Financial Literacy: Many PMMY 

borrowers are first-time borrowers with limited 

knowledge of financial management, resulting in 

difficulty understanding loan terms, repayment 

schedules, and business planning. This gap in 

financial literacy often leads to misuse of funds, 

mismanagement of resources, and, ultimately, 

loan defaults. 

 High Dependence on Informal Sectors: PMMY 

targets small entrepreneurs, many of whom work 

in informal sectors without a formal financial 

history. This makes it challenging for lenders to 

assess creditworthiness, as these borrowers lack 

standardized credit information. Without proper 

credit checks, lenders risk higher rates of default. 

 Bureaucratic and Operational Hurdles: 

Despite PMMY's focus on ease of access, 

operational challenges persist, especially in rural 

and remote areas where banking infrastructure is 

limited. Documentation requirements, slow 

processing times, and cumbersome application 

procedures can discourage applicants and delay 

disbursements. 

 Geographic Disparities: PMMY's reach varies 

across regions, with more developed states 

seeing higher loan uptake. In contrast, states 

with weaker banking infrastructure, often rural 

and underdeveloped areas, have lower loan 

penetration. This uneven distribution limits 

PMMY’s impact on financially excluded regions 

and communities that might benefit most from it. 

 Targeting and Outreach Gaps: PMMY aims to 

serve marginalized groups, including women, 

SC/ST communities, and the rural poor. 

However, outreach and targeting strategies are 

sometimes insufficient, and those with the 

greatest need for financial inclusion do not 

always receive timely information or support to 

access these loans. 

2.  Challenges in Loan Repayment 

 High Default Rates in Certain Loan 

Categories: The Shishu category, which 

provides smaller loans up to `50,000, has 

particularly high non-performing assets (NPAs). 

These loans, typically given to                               

micro-entrepreneurs and very small businesses, 
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are often used for essential needs rather than 

investments, affecting borrowers’ ability to repay. 

 Lack of Business Support for Beneficiaries: 

While PMMY provides funding, there is limited 

post-loan support for borrowers, such as 

business planning, financial management 

training, or market linkage. Without this 

assistance, many small businesses struggle to 

generate sustainable revenue streams, affecting 

their ability to repay. 

 Economic Vulnerabilities of Borrowers: Many 

PMMY beneficiaries work in sectors prone to 

market fluctuations and seasonality, such as 

agriculture, retail, and small services. Economic 

downturns, crop failures, or unexpected events 

(like COVID-19) can drastically impact their 

income, resulting in repayment delays or 

defaults. 

 Misallocation of Loan Funds: Borrowers 

sometimes divert funds for personal or urgent 

needs unrelated to their business, affecting the 

business's growth and cash flow, which in turn 

impacts repayment ability. This misallocation is 

particularly common in the absence of guidance 

or oversight. 

 Inadequate Monitoring Mechanisms: While the 

volume of loans disbursed under PMMY is large, 

there is limited monitoring on how these funds 

are utilized. Without consistent follow-up and 

monitoring, lenders cannot track business 

performance, which could help address issues 

before they lead to defaults. 

3.  Policy Considerations to Address Implementation 

 and Repayment Challenges 

 Enhanced Financial Literacy Programs: 

Introducing mandatory financial literacy sessions 

for PMMY borrowers could greatly improve 

repayment rates. These programs should cover 

budget planning, loan management, and 

business basics to equip borrowers for 

responsible financial practices. 

 Streamlined Application and Processing 

Systems: Simplifying documentation 

requirements, digitizing processes, and using 

local banking agents to spread information in 

remote areas could make the scheme more 

accessible to eligible but underserved 

populations. 

 Improved Post-Loan Support: Offering post-

loan assistance, such as business mentoring, 

access to markets, and basic management 

training, would support borrowers in growing 

their businesses. Partnering with local NGOs 

and business advisory groups can strengthen 

this support at minimal cost. 

 Customized Loan Repayment Structures: 

Developing repayment schedules tailored to 

specific sectors, like agriculture, which has 

seasonal income fluctuations, could reduce 

stress on borrowers and make repayment more 

feasible. 

 Data-Driven Monitoring and Feedback: 

Investing in data-driven tools for tracking 

borrower progress and repayment behavior 

could help institutions identify at-risk borrowers 

early, offering timely interventions and improving 

overall repayment rates. 

 The PMMY’s objectives align well with India’s 

financial inclusion and entrepreneurship goals, addressing 

challenges in implementation and repayment will require 

strategic efforts, including financial education, simplified 

processes, business support, and robust monitoring 

systems. By refining these aspects, PMMY can better 

achieve its potential in fostering resilient small businesses 

and economic growth. 

 
PMMY’s Impact on Marginalized Communities and 

Women Entrepreneurs 

The Pradhan Mantri MUDRA Yojana (PMMY) has seen 

significant success in promoting financial inclusion and 

entrepreneurship, but challenges in its implementation and 

loan repayment remain.  

1.  Challenges in Implementation 

 Limited Financial Literacy: Many PMMY 

borrowers are first-time borrowers with limited 

knowledge of financial management, resulting in 



 

 
 

 

19  Bodhi International Journal of Research in Humanities, Arts and Science 

 

Vol. 9 No. 2 January 2025  E-ISSN: 2456-5571 

 
difficulty understanding loan terms, repayment 

schedules, and business planning. This gap in 

financial literacy often leads to misuse of funds, 

mismanagement of resources, and, ultimately, 

loan defaults. 

 High Dependence on Informal Sectors: PMMY 

targets small entrepreneurs, many of whom work 

in informal sectors without a formal financial 

history. This makes it challenging for lenders to 

assess creditworthiness, as these borrowers lack 

standardized credit information. Without proper 

credit checks, lenders risk higher rates of default. 

 Bureaucratic and Operational Hurdles: 

Despite PMMY's focus on ease of access, 

operational challenges persist, especially in rural 

and remote areas where banking infrastructure is 

limited. Documentation requirements, slow 

processing times, and cumbersome application 

procedures can discourage applicants and delay 

disbursements. 

 Geographic Disparities: PMMY's reach varies 

across regions, with more developed states 

seeing higher loan uptake. In contrast, states 

with weaker banking infrastructure, often rural 

and underdeveloped areas, have lower loan 

penetration. This uneven distribution limits 

PMMY’s impact on financially excluded regions 

and communities that might benefit most from it. 

 Targeting and Outreach Gaps: PMMY aims to 

serve marginalized groups, including women, 

SC/ST communities, and the rural poor. 

However, outreach and targeting strategies are 

sometimes insufficient, and those with the 

greatest need for financial inclusion do not 

always receive timely information or support to 

access these loans. 

2.  Challenges in Loan Repayment 

 High Default Rates in Certain Loan 

Categories: The Shishu category, which 

provides smaller loans up to ₹50,000, has 

particularly high non-performing assets (NPAs). 

These loans, typically given to                              

micro-entrepreneurs and very small businesses, 

are often used for essential needs rather than 

investments, affecting borrowers’ ability to repay. 

 Lack of Business Support for Beneficiaries: 

While PMMY provides funding, there is limited 

post-loan support for borrowers, such as 

business planning, financial management 

training, or market linkage. Without this 

assistance, many small businesses struggle to 

generate sustainable revenue streams, affecting 

their ability to repay. 

 Economic Vulnerabilities of Borrowers: Many 

PMMY beneficiaries work in sectors prone to 

market fluctuations and seasonality, such as 

agriculture, retail, and small services. Economic 

downturns, crop failures, or unexpected events 

(like COVID-19) can drastically impact their 

income, resulting in repayment delays or 

defaults. 

 Misallocation of Loan Funds: Borrowers 

sometimes divert funds for personal or urgent 

needs unrelated to their business, affecting the 

business's growth and cash flow, which in turn 

impacts repayment ability. This misallocation is 

particularly common in the absence of guidance 

or oversight. 

 Inadequate Monitoring Mechanisms: While the 

volume of loans disbursed under PMMY is large, 

there is limited monitoring on how these funds 

are utilized. Without consistent follow-up and 

monitoring, lenders cannot track business 

performance, which could help address issues 

before they lead to defaults. 

3.  Policy Considerations to Address Implementation 

 and Repayment Challenges 

 Enhanced Financial Literacy Programs: 

Introducing mandatory financial literacy sessions 

for PMMY borrowers could greatly improve 

repayment rates. These programs should cover 

budget planning, loan management, and 

business basics to equip borrowers for 

responsible financial practices. 

 Streamlined Application and Processing 

Systems: Simplifying documentation 
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requirements, digitizing processes, and using 

local banking agents to spread information in 

remote areas could make the scheme more 

accessible to eligible but underserved 

populations. 

 Improved Post-Loan Support: Offering                

post-loan assistance, such as business 

mentoring, access to markets, and basic 

management training, would support borrowers 

in growing their businesses. Partnering with local 

NGOs and business advisory groups can 

strengthen this support at minimal cost. 

 Customized Loan Repayment Structures: 

Developing repayment schedules tailored to 

specific sectors, like agriculture, which has 

seasonal income fluctuations, could reduce 

stress on borrowers and make repayment more 

feasible. 

 Data-Driven Monitoring and Feedback: 

Investing in data-driven tools for tracking 

borrower progress and repayment behavior 

could help institutions identify at-risk borrowers 

early, offering timely interventions and improving 

overall repayment rates. 

 The PMMY’s objectives align well with India’s 

financial inclusion and entrepreneurship goals, addressing 

challenges in implementation and repayment will require 

strategic efforts, including financial education, simplified 

processes, business support, and robust monitoring 

systems. By refining these aspects, PMMY can better 

achieve its potential in fostering resilient small businesses 

and economic growth. 

 
Recommendations for Policy Improvements to 

Enhance the Effectiveness of PMMY 

To enhance the effectiveness of the Pradhan Mantri 

MUDRA Yojana (PMMY), several policy improvements can 

be recommended. These suggestions aim to address 

existing challenges, support beneficiaries more 

comprehensively, and improve the scheme's impact on 

financial inclusion and entrepreneurship in India: 

 

1.  Strengthen Financial Literacy and Entrepreneurial 

 Training 

 Mandatory Financial Literacy Programs: 

Integrate mandatory financial literacy and 

entrepreneurship training for PMMY applicants, 

covering topics like loan management, 

budgeting, and business planning. This could be 

delivered through local banks, NGOs, or digital 

platforms. 

 Ongoing Mentorship Programs: Establish 

mentorship programs where experienced 

business professionals or NGOs partner with 

borrowers, providing guidance and supporting 

sustainable business growth. 

2.  Enhance Accessibility for Small and Marginal 

 Entrepreneurs 

 Simplified Documentation Requirements: 

Streamline documentation requirements, 

especially for small and marginal entrepreneurs, 

to facilitate easier access. Reducing paperwork 

for low-value loans (e.g., under ₹50,000) could 

improve accessibility. 

 Digital and Mobile Outreach: Leverage digital 

and mobile platforms to improve outreach in 

remote and rural areas. Digital application 

processes could make it easier for eligible but 

underserved individuals to apply for loans and 

access scheme-related information. 

3.  Localized Support and Customization of Loan 

 Products 

 Customized Loan Terms Based on Sector 

Needs: Adjust loan terms based on the 

borrower's sector. For example,                     

agriculture-focused loans could have flexible 

repayment schedules aligned with seasonal 

income cycles. 

 Increased Role of Local Bodies: Involve local 

institutions like Panchayats, Self-Help Groups 

(SHGs), and local banks in promoting and 

managing PMMY, especially in rural areas where 

their networks can enhance outreach and 

support. 
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4.  Monitor and Improve Loan Utilization to Reduce 

 Defaults 

 Regular Monitoring and Follow-up: Introduce 

periodic check-ins for loan utilization and 

business progress, especially for new 

entrepreneurs. This can help identify challenges 

early and reduce loan misuse or defaults. 

 Post-Loan Support: Provide post-loan 

assistance in areas like market linkage, product 

quality improvement, and financial management. 

Local business advisory programs could be 

coordinated to support this need. 

5.  Support Mechanisms for Timely Loan Repayment 

 Flexible Repayment Options: Offer flexible 

repayment options, especially for small 

borrowers and first-time entrepreneurs. Providing 

options for grace periods or seasonal 

repayments based on business income patterns 

could reduce stress on borrowers. 

 Incentives for Timely Repayment: Introduce 

incentives like reduced interest rates or future 

credit line access for borrowers with a history of 

timely repayments. 

6.  Digital and Data-Driven Solutions for 

 Transparency and Impact Evaluation 

 Digitize Loan Processes and Tracking: 

Develop a centralized digital platform for tracking 

loan disbursements, utilization, and repayment. 

This can provide timely data for impact 

evaluation and help identify at-risk borrowers 

early. 

 Data-Driven Policy Adjustments: Use data 

analytics to assess PMMY’s regional impact and 

identify areas requiring more focused 

intervention. Data-driven insights could help   

fine-tune PMMY policies, making them more 

responsive to local needs. 

7.  Increase Involvement of Private and Non-Banking 

 Financial Institutions (NBFCs) 

 Expand Partnerships with Private Institutions 

and NBFCs: Allow more NBFCs and private 

banks to participate in PMMY disbursements. 

Private institutions often have specialized loan 

products and faster processes that can improve 

service to underserved groups. 

 Microfinance Partnerships for Rural Reach: 

Collaborate with microfinance institutions to 

provide loans under PMMY in rural and                   

semi-urban areas, leveraging their strong 

community ties and understanding of local 

challenges. 

8.  Encourage Innovation in Loan Products for 

 Specific Entrepreneur Segments 

 Introduce Targeted Loan Products: Develop 

specialized PMMY loan categories for key 

segments, such as women entrepreneurs, 

agribusinesses, and rural artisans. These 

products could include lower interest rates, 

additional training, and customized repayment 

options. 

 Promote Social Enterprises: Create incentives 

for social enterprises (e.g., waste management, 

eco-friendly products) by offering PMMY loans 

with supportive terms, fostering businesses that 

benefit communities. 

9.  Strengthen Feedback Mechanisms 

 Create a Borrower Feedback System: 

Establish a platform where borrowers can 

provide feedback on their PMMY experience. 

This feedback can inform policy improvements, 

address borrower grievances, and help 

understand regional challenges better. 

 Periodic Policy Reviews: Conduct regular 

policy reviews with input from stakeholders, 

including borrowers, lending institutions, and 

local governments. Reviewing feedback can help 

adapt the scheme to changing needs and 

conditions. 

 By implementing these policy improvements, PMMY 

could better serve its target beneficiaries, boost financial 

inclusion, and foster sustainable entrepreneurship across 

diverse socio-economic segments in India. 

 
Findings 

The Pradhan Mantri MUDRA Yojana (PMMY) has had a 

substantial impact on advancing financial inclusion, 

fostering entrepreneurship, and contributing to economic 

growth in India.  
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 Increased Financial Inclusion: PMMY has 

significantly expanded financial access among 

underserved segments, particularly small 

entrepreneurs and women. According to Roy 

(2018), the scheme has contributed to financial 

inclusion by reaching 47% of female borrowers 

and a substantial percentage from marginalized 

communities. These groups had limited access 

to formal credit before the program’s inception 

(Kumar & Gupta, 2021). 

 Growth in Small-Scale Enterprises: The 

availability of microloans has bolstered the 

growth of micro and small enterprises (MSEs). 

Microenterprises across various sectors have 

leveraged PMMY loans to start and expand 

operations, enhancing their role in job creation 

and contributing to local economic stability               

(Niti Aayog, 2019). 

 Impact on Employment: PMMY has positively 

impacted employment levels, as many 

beneficiaries have been able to establish or grow 

businesses that generate additional job 

opportunities (Verma & Singh, 2020). This is 

particularly significant in rural areas, where job 

opportunities were previously limited. 

 Challenges in Loan Repayment and Default 

Rates: Despite its successes, PMMY has 

encountered challenges, particularly concerning 

loan repayment. A study by Agarwal and 

Ramesh (2022) found an increase in                     

non-performing assets (NPAs) in PMMY 

accounts, which they attributed to insufficient 

entrepreneurial training and market linkages for 

beneficiaries. 

 Gender Disparities and Regional Imbalances: 

While PMMY has shown strong outreach to 

women entrepreneurs, disparities remain in 

certain regions. Northern and Western regions 

have higher loan disbursement rates compared 

to some Eastern and Northeastern states, 

pointing to regional imbalances (Ministry of 

Finance, 2021). 

 Socioeconomic Upliftment: PMMY has 

enhanced socioeconomic conditions for many 

beneficiaries by increasing their income levels 

and improving living standards. It has also 

instilled a greater entrepreneurial spirit among 

recipients, fostering a culture of innovation and 

self-sufficiency in rural and semi-urban 

communities (Patel, 2019). 

 
Conclusion 

The findings from this analytical study underscore PMMY’s 

role as a catalyst for financial inclusion, entrepreneurship, 

and economic development in India. PMMY has achieved 

notable success in expanding access to credit among 

underserved groups, including women, small business 

owners, and rural entrepreneurs. It has facilitated the 

growth of MSEs, thereby contributing to employment 

generation and economic diversification. However, 

challenges such as high default rates, limited financial 

literacy among borrowers, and regional disparities in loan 

distribution indicate areas for improvement. Addressing 

these issues through targeted policy adjustments, such as 

tailored financial literacy programs, improved market 

linkages, and streamlined repayment processes, can 

further enhance PMMY's effectiveness.In conclusion, while 

PMMY has laid a strong foundation for inclusive financial 

growth, optimizing its implementation can maximize its 

impact, ensuring long-term benefits for India’s economic 

and social landscape (Kumar & Gupta, 2021; Ministry of 

Finance, 2021; Patel, 2019). By continuing to support and 

refine this initiative, policymakers can foster sustainable 

development and economic resilience across diverse 

communities in India. 
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