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Abstract 

The Prime Minister Mudra Yojana (PMMY), initiated in April 2015, stands as a pivotal milestone in India's quest for financial 

inclusion. This flagship program was conceived with the noble objective of extending the reach of credit to the often 

marginalized but inherently entrepreneurial micro and small-scale entrepreneurs. In this comprehensive review, we undertake 

a critical evaluation of PMMY, dissecting its core objectives, dissecting its core objectives, scrutinizing the nuances of its 

implementation, and dissecting the multifaceted impact it has etched on India's economic landscape. We do so through a 

rigorous examination of empirical data and compelling case studies, aspiring to provide a profound and holistic assessment of 

the program's effectiveness, while also candidly addressing the inherent challenges it faces on its journey towards fostering 

economic development, job creation, and financial inclusion in the diverse and dynamic Indian context. 
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Introduction 

Financial inclusion has long been a paramount policy 

objective within the Indian governance framework, driven 

by a commitment to ameliorate the socio-economic 

conditions of marginalized and underprivileged segments of 

the population [1]. In pursuit of this overarching goal, the 

Indian government has implemented an array of schemes 

and initiatives, each designed to bring hitherto excluded 

individuals and communities into the formal financial 

system [2]. Amongst these initiatives, the Prime Minister 

Mudra Yojana, more commonly referred to as PMMY or 

simply the Mudra Loan, has emerged as a centerpiece, 

commanding considerable attention and sparking 

substantive debate within the realms of economic policy and 

financial inclusion [3]. 

PMMY, at its core, represents a concerted effort to provide 

financial support to micro and small enterprises, recognizing 

their pivotal role as engines of growth, employment 

generation, and poverty alleviation. This ambitious program 

achieves its objectives by extending collateral-free loans to 

budding entrepreneurs and small businesses through the 

Micro Units Development and Refinance Agency 

(MUDRA), an institution operating under the aegis of the 

Reserve Bank of India (RBI). The rationale underlying this 

initiative is to address the historical challenges faced by 

these enterprises in accessing formal credit, thereby 

catalyzing their growth and nurturing a conducive 

ecosystem for entrepreneurship [4]. 

In the subsequent sections of this comprehensive review, we 

undertake a meticulous examination of the PMMY, with a 

particular focus on its fundamental objectives, the 

intricacies of its implementation strategies, and, perhaps 

most crucially, its tangible and intangible impacts on the 

multifaceted tapestry of the Indian economy [5]. Through 

empirical analysis, case studies, and a critical lens, this 

review aims to illuminate the nuanced facets of PMMY, 

offering valuable insights into its successes, challenges, and 

its transformative potential within the ever-evolving 

landscape of Indian financial inclusion and economic 

development [6]. 

 

Objectives and Features of PMMY 

PMMY is fundamentally driven by the imperative of 

financial inclusion. Its overarching objective is to bridge the 

gap between the unbanked and underbanked segments of the 

population and the formal financial system. This mission is 

executed through the provision of essential financial 

assistance to micro-enterprises, a demographic frequently 

marginalized and excluded from traditional banking 

channels [7]. PMMY acts as a powerful conduit, channeling 

resources to these small-scale businesses, empowering them 

with the financial resources they need to flourish, and, in 

doing so, facilitating their integration into the formal 

financial framework, thereby fostering economic growth 

and enhancing overall financial inclusion. 

 

Job Creation: Indeed, a pivotal and equally significant goal 

of the PMMY is to serve as a catalyst for entrepreneurship 

and job creation within the country. PMMY actively 

promotes self-employment and bolsters the growth of 

micro-enterprises, recognizing them as vital engines of 

economic dynamism and employment generation. By 

providing accessible and collateral-free financial support, 

PMMY empowers individuals to embark on entrepreneurial 

journeys, fostering a spirit of self-reliance and enterprise. 

This, in turn, not only nurtures the development of small 

businesses but also contributes substantially to reducing 

unemployment rates, a critical concern for any thriving 

economy [8]. In essence, PMMY's role extends beyond mere 

financial assistance; it serves as a harbinger of economic 

independence, entrepreneurship, and the creation of 

sustainable livelihoods, aligning seamlessly with the broader 

vision of socio-economic empowerment in India. 
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Economic Development: Undoubtedly, one of the 

fundamental pillars of the PMMY is its commitment to 

catalyze the overall economic development of India. This is 

achieved through the deliberate nurturing of small 

businesses, which collectively serve as a driving force 

behind the nation's economic growth. By providing critical 

financial support and resources to these micro-enterprises, 

PMMY ignites a ripple effect that permeates various sectors 

of the economy [9].  

Small businesses, often referred to as the backbone of a 

nation's economy, thrive under PMMY's enabling 

framework, and their growth is synonymous with enhanced 

economic dynamism. As these businesses expand and 

flourish, they not only generate employment opportunities 

but also contribute to increased production, consumption, 

and trade activities, all of which are vital components of a 

burgeoning Gross Domestic Product (GDP).  

PMMY, thus, operates as a strategic instrument in fostering 

a robust and inclusive economic landscape, aligning closely 

with the broader developmental goals of the nation. By 

promoting the growth of small businesses and micro-

enterprises, it not only augments individual livelihoods but 

also strengthens the economic fabric of India, steering it 

toward higher levels of prosperity and sustainable 

development [10]. 

 

Implementation and Key Components 

PMMY is divided into three categories, each catering to 

different types of entrepreneurs: 

 

Shishu (Up to ₹50,000): The "Shishu" category under the 

PMMY serves as a cornerstone of the program's approach to 

nurturing entrepreneurship and facilitating the growth of 

micro-enterprises [11]. This category is specifically designed 

to cater to the needs of first-time entrepreneurs who are at 

the inception stage of their business ventures and require 

relatively modest amounts of capital to transform their ideas 

into reality [12]. 

By offering loans to budding entrepreneurs, often in the 

early stages of their entrepreneurial journeys, PMMY's 

Shishu category provides them with a vital lifeline. These 

loans serve as the initial financial fuel required to kickstart 

small businesses, turning entrepreneurial aspirations into 

tangible enterprises. The importance of this support cannot 

be overstated, as first-time entrepreneurs often face 

challenges accessing formal credit due to their limited 

business history and lack of collateral. 

With the help of the Shishu category, PMMY encourages 

and empowers individuals to take the bold step of venturing 

into the world of self-employment and small-scale business 

ownership. It fosters a culture of entrepreneurship, self-

reliance, and economic self-sufficiency, not only benefiting 

the individual entrepreneurs but also contributing to job 

creation, economic growth, and overall financial inclusion. 

In essence, the Shishu category embodies the spirit of 

PMMY's mission, which is to provide a solid foundation for 

aspiring entrepreneurs, enabling them to realize their dreams 

and make meaningful contributions to India's economic 

landscape. 

 

Kishore (₹50,000 to ₹5 lakhs): The Kishore category 

within the PMMY plays a pivotal role in supporting the 

growth and expansion of existing businesses. This category 

is specifically designed for businesses that have already 

embarked on their entrepreneurial journey and have reached 

a stage where they require additional capital to further 

expand and thrive [13]. 

Kishore loans serve as a vital resource for these businesses, 

enabling them to scale up their operations, invest in new 

equipment or technology, increase their production capacity, 

or explore new markets. Such expansion not only 

contributes to the individual business's growth but also has a 

cascading effect on the broader economy by generating 

more employment opportunities, increasing production, and 

stimulating economic activity. 

By catering to the needs of businesses in this growth phase, 

PMMY's Kishore category acknowledges the importance of 

fostering sustainability and competitiveness among small 

and medium-sized enterprises (SMEs). It recognizes that 

these enterprises are critical drivers of economic 

development, and their ability to expand and innovate is 

essential for a thriving entrepreneurial ecosystem [14]. 

 

Tarun (₹5 lakhs to ₹10 lakhs): The "Tarun" category 

within the PMMY is tailored to meet the financial needs of 

well-established enterprises that are poised for further 

expansion and growth. This category recognizes that some 

businesses have reached a level of maturity where they have 

already established a solid foundation and are now seeking 

to scale their operations, diversify, or explore new markets. 

Tarun loans serve as a strategic resource for these 

enterprises, offering them access to substantial capital that 

can be deployed to fuel their ambitious growth plans. 

Whether it's investing in advanced technologies, expanding 

their product lines, penetrating new geographical regions, or 

enhancing their production capabilities, the Tarun category 

provides the financial support required to catalyze these 

endeavors. 

By catering to well-established enterprises in this manner, 

PMMY's Tarun category not only aids in the expansion of 

individual businesses but also plays a significant role in 

fostering broader economic development. Such enterprises 

often become key contributors to job creation, increased 

productivity, and enhanced competitiveness within their 

respective sectors. 

In essence, the Tarun category exemplifies PMMY's 

commitment to nurturing and empowering businesses at all 

stages of development. It acknowledges that growth and 

expansion are vital components of a dynamic and resilient 

entrepreneurial ecosystem, and by providing the means for 

well-established enterprises to further thrive, it contributes 

to the overall economic prosperity of India [15]. 

The implementation of PMMY involves collaboration 

between various financial institutions, including banks, non-

banking financial companies (NBFCs), and microfinance 

institutions. These institutions play a crucial role in 

disbursing loans, conducting due diligence, and ensuring 

loan recovery [16]. 

 

Impact and Outcomes 

Financial Inclusion: The PMMY has undeniably made 

remarkable strides in advancing the cause of financial 

inclusion in India. As of September 2021, the scheme had 

achieved a monumental milestone by sanctioning over 300 

million loans, equating to an astounding 30 crore loans. This 

unprecedented scale of disbursement has had a 

transformative impact on the socio-economic fabric of the 

nation. 
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Perhaps the most remarkable achievement of PMMY is its 

ability to extend access to formal credit to millions of 

entrepreneurs who had hitherto been excluded from the 

traditional banking channels. By providing collateral-free 

loans, PMMY removed one of the most significant barriers 

to financial inclusion, allowing individuals, particularly 

those from marginalized and underprivileged backgrounds, 

to enter the formal financial system [17]. 

The sheer volume of loans disbursed under PMMY reflects 

not only the pent-up demand for credit among small and 

micro-entrepreneurs but also the program's effectiveness in 

addressing this demand. It has not only empowered 

individuals to pursue their entrepreneurial dreams but has 

also played a pivotal role in reducing their reliance on 

informal sources of credit, which often come with exorbitant 

interest rates and limited regulatory oversight. 

In essence, PMMY's achievement of sanctioning 30 crore 

loans by September 2021 underscores its status as a 

trailblazing initiative in the realm of financial inclusion, 

catalyzing the economic aspirations of millions and 

reshaping the contours of India's financial landscape. This 

monumental feat stands as a testament to the transformative 

potential of well-conceived and meticulously executed 

policies aimed at fostering economic growth and social 

empowerment. 

 

Job Creation: The PMMY has not only been a catalyst for 

economic growth but has also emerged as a powerful engine 

for job creation, with a particular focus on the micro-

enterprise sector. This transformative program has 

succeeded in igniting the spirit of entrepreneurship among 

individuals, motivating them to embark on self-employment 

ventures and, in the process, become job creators 

themselves. 

One of PMMY's remarkable achievements is its role in 

reducing unemployment rates across the nation. By 

providing aspiring entrepreneurs with the financial 

resources and support needed to establish and expand their 

micro-enterprises, the scheme has generated a multitude of 

employment opportunities. As these enterprises grow and 

thrive, they require additional hands to meet rising demands, 

leading to the hiring of employees [18]. 

The micro-enterprise sector, often overlooked but vital to 

the socio-economic fabric of India, has been a primary 

beneficiary of PMMY's emphasis on job creation. These 

enterprises, ranging from small retail shops to cottage 

industries, have not only provided livelihoods for their 

owners but have also become sources of employment for 

countless others. 

Furthermore, the program's emphasis on self-employment 

and micro-enterprise growth has a ripple effect on the 

broader economy. Job creation leads to increased income 

levels, improved standards of living, and greater economic 

stability, ultimately contributing to enhanced social well-

being and reduced income inequality [19]. 

 

Economic Development: The PMMY has emerged as a 

crucial instrument in fostering economic development, 

particularly in rural areas, where small businesses often 

constitute the lifeblood of the local economy. This program 

has addressed a longstanding need by providing these small 

enterprises with the essential financial support required to 

grow and flourish. 

Rural economies heavily rely on small businesses, which 

range from agricultural endeavors and local handicrafts to 

small retail shops and services. PMMY has recognized the 

significance of these enterprises and has empowered rural 

entrepreneurs by offering collateral-free loans and access to 

formal credit. This financial support has, in turn, ignited a 

wave of economic activity in rural regions. 

Small businesses in rural areas have been able to invest in 

better infrastructure, modern equipment, and improved 

marketing strategies, thanks to PMMY's interventions. This 

has led to increased productivity, higher-quality products, 

and expanded market reach, ultimately contributing to the 

overall economic development of these regions [20]. 

Moreover, as these rural businesses grow, they generate 

additional employment opportunities, thereby mitigating 

rural-to-urban migration trends and preserving the social 

fabric of rural communities. The scheme's positive impact 

extends to women entrepreneurs in rural areas, as it has 

encouraged and empowered them to start and run their 

businesses, contributing to gender equality and women's 

economic empowerment [21]. 

In essence, PMMY has played a pivotal role in bolstering 

economic development in rural areas by nurturing the 

growth of small businesses. By providing the much-needed 

financial support, this program has revitalized rural 

economies, created jobs, improved living standards, and 

paved the way for inclusive and sustainable development in 

these regions. It stands as a testament to the power of 

targeted policy interventions in driving economic progress 

at the grassroots level. 

 

Challenges and Criticisms 

Risk of Defaults: A central concern surrounding the 

PMMY is the risk of loan defaults, attributed in part to the 

program's practice of disbursing loans without requiring 

collateral. To mitigate this risk, there is an imperative need 

for stringent credit appraisal and monitoring mechanisms. 

Lending institutions must exercise rigorous due diligence in 

evaluating the creditworthiness of applicants, considering 

factors such as business plans, financial viability, and 

repayment capacity [22]. Moreover, fostering financial 

literacy among borrowers is vital to ensure responsible loan 

management. Timely monitoring and follow-up procedures 

are essential to track loan utilization and identify repayment 

issues promptly. Risk mitigation measures such as credit 

guarantees and insurance can provide added protection to 

lenders. Additionally, the utilization of data analytics and 

technology can enhance the efficiency of credit assessment 

and monitoring. Capacity-building programs for lending 

institutions and their staff are also crucial for effective loan 

management. By addressing these challenges, PMMY can 

strike a balance between promoting financial inclusion and 

minimizing loan defaults, thus safeguarding its role in 

empowering entrepreneurs and contributing to economic 

growth [23]. 

 

Lack of Financial Literacy: A critical challenge within the 

PMMY is the limited financial literacy among its 

beneficiaries, which can result in improper fund utilization 

and difficulties in loan repayment. Recognizing the 

importance of financial knowledge in responsible loan 

management, PMMY must prioritize comprehensive 

financial education programs. These initiatives should 

empower borrowers with essential financial skills and 
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knowledge, teaching them how to effectively manage funds, 

make informed investment decisions, and navigate the 

complexities of loan repayment [24]. By enhancing financial 

literacy, PMMY can equip its beneficiaries with the tools 

and confidence needed to ensure the productive use of 

funds, thereby reducing defaults and promoting the 

program's long-term sustainability. Furthermore, coupling 

financial literacy with ongoing support and guidance can 

foster a culture of responsible entrepreneurship and ensure 

that the benefits of PMMY extend far beyond initial loan 

disbursements, contributing to the overall success of the 

program and the economic empowerment of its beneficiaries 
[25]. 

 

Access to Formal Credit: Despite the commendable 

progress made by the PMMY, it is crucial to acknowledge 

that there remain underserved pockets of the population 

with limited access to formal credit, especially in remote 

and marginalized regions. While PMMY has undoubtedly 

expanded the reach of financial services, geographical 

disparities persist, leaving certain communities at a 

disadvantage in terms of accessing the program's benefits 
[26]. 

Addressing this challenge necessitates a concerted effort to 

extend the program's footprint into these underserved 

regions. This may involve establishing more accessible and 

outreach-oriented financial service centers, strengthening 

the presence of lending institutions in remote areas, and 

leveraging technology to facilitate remote loan disbursement 

and monitoring. Additionally, tailored awareness campaigns 

and financial literacy programs can play a pivotal role in 

educating and empowering individuals in these regions to 

take advantage of PMMY's offerings [27]. 

Furthermore, considering the unique economic challenges 

faced by remote and underserved communities, PMMY 

could explore the possibility of creating specialized loan 

products or incentives to make the program more appealing 

and accessible to these populations. Collaboration with local 

community organizations and self-help groups can also 

enhance outreach efforts and bridge the gap in financial 

inclusion [28]. 

 

Conclusion 

Prime Minister Mudra Yojana (PMMY) is undoubtedly a 

pioneering initiative aimed at promoting financial inclusion, 

job creation, and economic development in India. It has 

made significant progress in achieving these objectives by 

providing credit to millions of micro-entrepreneurs. 

However, there are challenges such as loan defaults and the 

need for financial literacy that must be addressed to 

maximize its impact. Overall, PMMY is a step in the right 

direction towards achieving financial inclusion and fostering 

entrepreneurship. Continued monitoring, evaluation, and 

refinements will be crucial in ensuring that this program 

continues to empower small businesses and contribute to 

India's socio-economic growth. 

 

References 

1. Vijai C. A study on the performance of Mudra Yojana 

in Tamil Nadu. Journal of Banking, Finance and 

Insurance Management,2018:1(2):1-9. 

2. Rani M, Ahad H, Sreenivasulu R, Mahendra Kumar P, 

Ashwan Kumar A, Siddaiah G. J. Pharm. 

Res.2011:4:739-740. 

3. Gautam V, Kumar P, Gopal K. Analysis the 

Performance of MUDRA. International Journal in 

Management & Social Science,2017:5(6):72-77. 

4. Shashank B, Mayya S. An Analysis of Pan-India 

Financial Intermediation Accomplished through the 

Implementation of Pradhan Mantri Mudra Yojana 

(PMMY)-Literature Review. International Journal of 

Case Studies in Business, IT and Education 

(IJCSBE),2022:6(2):141-173. 

5. Bassi P. Role of Mudra Bank on Make in India. 

International Journal in Management & Social 

Science,2016:4(7):657-654. 

6. Manjeet DNA. Analysing The Success Of Pradhan 

Mantri Mudra Yojana In Haryana. Webology (ISSN: 

1735-188X), 2021, 18(6). 

7. Kaur HV. Can MUDRA bank be a game changer for 

India? Asian Journal of Management. 2016;7(4):247-

250. 

8. Gangadhar S, Balreddy V. An Evaluation on the 

Pradhan Mantri Mudra Yojana Scheme–A Concept 

Based Review (PMMYS). International Research 

Journal of Modernization in Engineering Technology 

and Science,2022:4(11):153-159. 

9. Ahad HA. Antioxidant activity and Hepatoprotective 

potential of Ethanolic leaf extract of Artabotrys 

hexapetalus against various Hepatotoxins induced 

Hepatotoxicity in Albino wister Rats, 2021. 

10. Petare P, Mohite P. MUDRA (Micro Units 

Development and Refinance Agency Ltd Bank): 

Funding to Unfunded. Available at SSRN 2745763. 

2016. 

11. Ahad HA, Haranath C, Pradeepkumar B, et al. Organ 

Transplantation, Pros, Cons, and illustrations: A Basic 

Awareness to the Public. Abasyn Journal of Life 

Sciences,2021:4(1):168-174. 

12. Jindal MK, Bhardwaj A. Entrepreneurship development 

in India: A new paradigm. Paper presented at: 

Proceedings of the world congress on engineering, 

2016. 

13. Anusha G, Ahad H, Haranath C, Suryaprakash R, 

Kalpana K. A technical view on transporters-the drug 

pharmacokinetics dictators. MOJ Bioequiv. 

Availab,2019:9:47-52. 

14. Gupta SK. Research Report on Financial Performance 

of MUDRA Yojna for the time period of 2015-2019. 

Asian Journal of Management,2022:13(3):251-261. 

15. Kumar YB, Ahad HA, Haranath C, Sumanth G, 

Pasupuleti DS, Reddy SS. Platelet Rich Plasma 

Therapy: A quick note for every health care 

professional. Int. J. Life Sci. Pharma 

Res,2020:10(5):P84-89. 

16. Ibrahim K. Mudra: Need and performance analysis. 

TRANS Asian Journal of Marketing & Management 

Research (TAJMMR),2017:6(8):5-18. 

17. Ahad HA, Haranath C, Rahul Raghav D, Gowthami M, 

Naga Jyothi V, Sravanthi P. Overview on recent 

optimization techniques in gastro retentive 

microcapsules by factorial design. Int J Pharm Sci 

Res,2019:10(9):247-254. 

18. Kousar S, Ahad HA, Chinthaginjala H, Babafakruddin 

P, Lakunde J, Tarun K. Gas Generating Floating 

Tablets: A Quick Literature Review for the Scholars. 

Asian Journal of Research in 

Chemistry,2022:15(2):171-175. 



International Journal of Commerce and Management Research www.managejournal.com 

69 

19. Godha A, Talreja M. A Study of Assistance provided 

by Financial Institutions in Promoting Women 

Entrepreneurship. International Journal of Research in 

Management, Economics and Commerce,2018:8(1):74-

78. 

20. Roy D, Ahad HA, Chinthaginjala H, Kumar GA, Reddy 

GG, Teja AST. A possible alternative to Opiorphin and 

its stable analogues for treating fibromyalgia pain: A 

clinical hypothesis. Northern Clinics of 

Istanbul,2023:10(1):122-126. 

21. Swami VI, Naidu D. Social Media Marketing: Gateway 

to Successfor Homepreneurs. Journal of Commerce and 

Management Thought,2020;11(2):174-183. 

22. Ahad H, Kumar G, Chinthaginjala H, Tarun K, Reddy 

G. A competent review of computer imitations of 

pharmacokinetic and pharmacodynamic arrangements. 

South African Pharmaceutical Journal,2023:90(1):29-

34. 

23. Kumari P, Meher BK, Birau R, Verma TL, Sagar S, 

Ninulescu PV. Analyzing the Role of MUDRA Yojana 

in Fostering Micro, Small & Medium Enterprises 

(MSME) Development in the North-Eastern States of 

India. Revista de Stiinte Politice,2023(79):81-100. 

24. Sai BN, Ahad HA, Chinthaginjala H, Meharajunnisa B, 

Dheeraj S, Barath MV. Human Organic Cation 

Transporter Use and Drug Target Responses. Asian 

Journal of Research in Chemistry,2023:16(3):205-210. 

25. Bhura PK, Jha A. A critical analysis of over all 

performance of Pradhan Mantri Mudra Yojna (PMMY). 

International Journal of Applied Research, 2018. 

26. Ahad HA, Chinthaginjala H, Meharajunnisa B, 

Vandana N, Gudisipalli R, Nikhila P. Past Work Done 

on the Matrix Tablets: A Quick Reference for the 

Research Beginner in Sustained-release Dosage Forms. 

International Journal of Pharmaceutical Investigation, 

2023, 13(3). 

27. Sahani P, Srilatha K, Ahad HA, Sah SK, Dkhar B, 

Prajapati RK. From Concept to Assessment: Creating 

an Oral In-Situ Gelling System with Sucralfate. 

KEPES,2023:21(3):555-567. 

28. Aggarwal S. Financial Inclusion Initiatives of Indian 

Banking Sector. Paper presented at: Shallu Aggarwal & 

Meera Bamba, Financial Inclusion Initiatives of Indian 

Banking Sector. Proceeding of International Conference 

on'Multi-Disciplinmy Innovations for Sustainability 

and Growth, 2017. 

 


