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Abstract

Pradhan Mantri MUDRA Yojana is a flagship scheme launched by
Government of India in 2015 in order to provide financial assistance to
the micro and small scale entrepreneurs. The main objective of this
paper is to provide a comprehensive evaluation of the MUDRA
scheme since its inception. This study is based on secondary data
which has been gathered from the website of MUDRA and its annual
reports. Through the analysis of data, it is observed that there is a
substantial rise in the disbursement amount since its establishment.
The result also indicated that there is a just a nominal difference in the
amount of loan sanctioned and disbursement. This paper also
emphasize on the overview of Pradhan Mantri MUDRA Yojana in
different states and overall performance by all the institutions. On the
basis of sanctioned amount in the past three financial years, a
comparative performance of top 10 states revealed that state Tamil
Nadu topped the list closely followed by Karnataka. Further, in terms
of percentage change in the disbursement amount from financial year
2017-18t02018-19, the results revealed that among these states, Bihar
has displayed highest percentage growth followed by Odisha.
Furthermore, public sector banks stood topper, in terms of the
sanctioned amount for the financial year 2018-19, followed by private
sector banks. However, in terms of target achievements, Non-Banking
Finance Companies over-achieved their targets with 147% followed
by Small Finance Banks with 119%.

Keywords: Entrepreneur, Financial assistance, MUDRA Yojana,
Micro credit, PMMY.

Introduction

The entrepreneurial culture is considered symbol of prosperity and
progress of a nation. To become an entrepreneur, people take a risk to
invest starts and manage their business on their own and work towards
making it successful. In other words, an entrepreneur is a person,
engaged in an economic activity & handles it. The entrepreneurs are
key acts as key agents in transforming a cacuminal economy into a
progressive one. In India, most of the entrepreneur runs micro units
engaged in manufacturing, processing, trading and services sector. The
micro enterprises represent a major portion of Indian economy and
stipulate sizable employment after agriculture. It includes small scale
manufactures, shopkeepers, street vendors, small travel operators,
repair shops, machine operators, small industries, artisans, food
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processors etc. These are mostly “own account enterprises”
(OAE) and also called as “Non-Corporate Small Business
Sector” (NCSBS). It is the biggest unorganized
entrepreneurial ecosystems of any country that exists
globally which provides livelihood to about 50 crore lives.
The impediments in the growth of these NCSBS
entrepreneurs is lack of financial assistance as only a less
than 15% of bank credit available to them. As majority of
these entrepreneur works as unregistered enterprises
without maintaining proper books of accounts and do not
get covered under tax umbrella therefore, for banks also it
is challenging to lend to them. The organized financial
institutions are unable to cater the loan requirements of this
sector due to various constraints which force these small
businesses to borrow funds for their business requirements
from personal networks, unauthorized moneylenders. This
led them paying huge cost and ultimately to fall in debt and
result in to loss of productive labour and spread of
unemployment. Hence, in order to create an environment
of sustainable financial inclusion and culture of value
based entrepreneurship, the government of India, in 2015,
launched Pradhan Mantri Mudra Yojna. Providing access
to institutional finance to such micro/small business units
would turn them into strong instruments of GDP growth
and also employment. Mainstreaming these enterprises
will not only help in improving the quality of life of these
entrepreneurs but will also contribute substantially to job
creation in the economy thereby achieving higher GDP
growth.

Objectives of the Study

To understand conceptual building block of Pradhan
Mantri Mudra Yojana (PMMY).

To understand the trend and progress of Pradhan Mantri
Mudra Yojana (PMMY).

To observe variance in among states with regard to
beneficiaries, sanction, disbursement and percentage
increase in disbursement with effect from implementation
ofthe scheme.

To evaluate the performance of Pradhan Mantri Mudra
Yojana institution wise on the basis of loan sanctioned.

Review of Litrature

Adwani V.K. (2019) in the study titled “An evaluation of
role of commercial banks in implementation of economic
welfare programs in India: a case study of Pradhan Mantri
Jan Dhan Yojna (PMJDY) and Micro Units Development
and Refinance Agency (MUDRA)”evaluated the
performance of the commercial banks in financial
inclusion. The results of the study revealed that CAGR of
beneficiaries is 8.38%, sanctioned amount is 16.56% &
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disbursed amount is 16.7%. The study highlighted that
financial assistance provided by Commercial banks leads
to the rise in savings & investments of India and it also
enabled the funds availability to small businesses and
entrepreneurs.

Agarwal M. & Diwedi R. (2017) in the research paper
named, “Pradhan Mantri Mudra Yojna: A Critical Review,”
highlighted the concept of financial inclusion. Its main
objective was to distribute the funds to the micro and small
enterprises for fulfill the requirement of funds. This paper
was based on secondary data in which different types of
analysis were done on the basis of state, category and caste
performance over different years. Through the analysis, it
is concluded that the initiative taken by the government is
valuable for all the states and also helps to encourage the
women entrepreneurs to start up their business by
providing sufficient funds.

Ibrahim P.A. (2018) in the research paper titled, “An
Empirical Study on the role of MUDRA YOJANA in
financing micro enterprises,” analyzed the performance of
MUDRA scheme. The analysis was done by considering
the data from the website of MUDRA, periodic journals
and magazines etc. For analysis of data, different statistical
techniques were applied like frequency, percentage
analysis, ANOVA etc. and the result indicated that this
scheme shown positive trend in respect of opening no. of
accounts and disbursement amount. It also indicated that
not only the new entrepreneurs had taken the benefit but,
also it seems to be useful for women entrepreneurs. Lastly,
it is recommended that government should focus on the
quality of credit rather than quantity of credit.

Khadar A & Rahim A. (2018) in the research paper named,
“A Study on Roles and Responsibility of the MUDRA
Yojana and its Impact Assessment,” examined the
beneficiary sectors under MUDRA Yojana. The purpose of
this paper was to determine the impact of PMMY. This
scheme aims to allocate funds to the non-corporate small
business sector. After analyzing the three-year impact, it
was found that government funded in a right direction
which turns to the well-being of the individuals.

I.Vekatesh & R. Lavanya (2017) highlighted the growth
and overall development of the MSME sector. This further
focused on the various initiatives by MUDRA which puts
positively impact on the progress of the small scale
enterprises.

R. Rupa (2017) showed that MUDRA scheme was useful
for the state, Tamilnadu. It was also found that as there was
a substantial increase in the contribution amount by MFIs
leads to increase in the financing of no. of accounts which
turns to be useful for the unorganized sector.

www.pbr.co.in



Rudrawar M.A. & Uttarwar V.R. (2016) described the
transformation of PMMY. This scheme focused on the
weaker sections of the society which helps to improve the
economic development of the country. In future, MUDRA
helps to enhance the level of entrepreneurship and increase
in the amount of GDP of the country as well.

Sandanshive V.R. (2019) in the research paper “An
Analysis of Financial Performances of MUDRA Yojana”
analyzed over last three year's financial performance of
MUDRA scheme. The study based on secondary data,
presented the performance of the scheme region-wise,
state-wise, distt.-wise, agency wise and by using various
other parameters with regard to targeted and sanctioned
amount. The study concluded that MUDRA scheme have
been able to include the “micro-entrepreneurs” in the
formal banking system, who were earlier unable to get the
credit for their business setup requirements.

Shahid M. & Itrshad M. (2016) conducted a study on the
topic, “A Descriptive Study on Pradhan Mantri Mudra
Yojna,” described the significance of this scheme for the
self-employed persons and SMEs units. This paper focused
on the performance of Karnataka state with regard to
MUDRA Bank. After analysis, it was observed that this
state was performed very well in terms of sanctioning no. of
loans and the credit worthiness of the state.

Research Methodology
This study is based on secondary data which has been
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gathered from website of MUDRA and its annual reports.
For this descriptive study, quantitative and analytical
techniques are applied on the secondary or published data.
The data has been analyzed by applying descriptive,
percentage by using MS Excel 2010, and one way ANOVA
by using SPSS 20 (trail version).

Overview of Mudra

The Indian Government set up Micro Units Development
& Refinance Agency Ltd (MUDRA) in the year 2015.
Presently, MUDRA has worth 1000 crores's authorized
capital & 750 crore's paid up capital, which is fully
subscribed by SIDBI. The key responsibility of this agency
is to develop and refinance micro-enterprises sector by
providing support to the its member lending institutionsi.e.
finance Institutions which are lending collateral free credit
to “micro / small business entities engaged in
manufacturing, trading and service activities”. The
financial support provided by MUDRA to the
entrepreneurs by means of partnering with Banks, MFIs
and other lending institutions at state/ regional level.
Primary objective behind formation of MUDRA is the
development of “micro enterprise sector” by providing
financial assistance in terms of refinance. It also “monitor
the PMMY data by managing the web portal, facilitate
offering guarantees for loans granted under PMMY and
take up other activities assigned to it from time to time”.

Table 1.1: MUDERA Bank Profile

MUDRA Bank Overview

Parameters Desoriplion

Name of the Schene

Micro Unifs Development and Refinance Agency’ Pradhan Mantri Mudra Yojanma

Diate of Inceplion &th April 2015

Scope of the Scheme Across [ndia

Target Population Non-Corporate Smmll Business Sector (NCSBS), Micro Enterprise Sector
Theme Fumding the unfimded

Credit Range 50,000 to 10 Lakh

Financial Years 215-16 2016-17 201718 2018-19

No of Accounts 34880924 39701047 48130593 59870318
Amount Sanctionsd 137449 27 180528 54 253477.10 2172279
Amound disbursed 132954.73 175312.13 246437.40 311811.38
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Credil Cateoories
Loan Type Loan Range | Interest Rate Eligibitity
Covesica i This scherme aimed to cater the fAnancial
Shishu s q“}”m P 10%1012% |meeds of proprietor {or meeting the imiial
o expenses of business wnits
Covering loan The scheme gimed to improve ruming
Kishor above 50000 &up| 14% o 17% |business and to divert the business into
ta § lakh profitable ventures
o The entreprencirs who have already
Covering loan a5 0
2 ) started their business and want additionsl
Tarm above § lukh & up 16%
; fimds: for expansion and renovation are
1o 10 lakh - .
eligible for this scheme

Source: Researcher’s compilation from hitps://www mudra_ org. i/

Chart 1.2: Analysis of Refinancing by MUDRA for FY 20017 -19
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Sowrce: MUDRA Annual Report 201 8-14

www.pbr.co.in



The above pie chart shows the agency-wise refinancing
done by MUDRA. For past three years, PSB's provided
highest support in terms of refinancing consistently. In year
2017, PSB'S (69%) followed by NBFC & Non NBFC-
MEFT's (18%). In the year 2018 & 19, Private Sector Banks
& SFB's (15% & 19%) are 2nd highest refinanced
agencies. The “pass through certificate” remained the least
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refinanced for all the three years.
Analysis of Credit Disbursement and Beneficiaries

The study has observed that from its inception, MUDRA
has come a long way in providing financial assistance to the
small enterprises.

Table 1.2: Loan Sanctioned and Disbhwrsed (FY 2015-16t0 15-19)

| ]
. !
Frbe ]}:;;;:E;tﬂ | 'cfﬁ;ﬂ ‘ia::ﬂ:t{::nnia mir:{. st
INANCIAL YEAR 20352018] 13205473 | R
NANCIAL YEAR 20462017 17331213 | 3186 |  18USIHA4 41,54
ENANCIAL Y FAK 2017 2008 245437 4 ! 0,57 1 18477 An.52
[FENANCIAL YEAR 2018:2019) 31181138 | 2653 | 32171279 26.02

Source: Rescarcher’s Analysis

The Table No. 1.2 highlights that there is substantial rise in
the disbursement amount. In the FINANCIAL YEAR
2015-2016, there was amount of Rs. 132954.73 was
disbursed and inthe FINANCIALYEAR 2018-2019 it has
grown 134%, and reached to Rs. 311811.38. Further, the
stud has observed there is 32% increase in disbursement

from FY 2015-16 to FY 2016-17, 41 % increase from FY
2016-17 to 2017-18 and 27% increase in FY 2018-19.
Furthermore, similar trend is observed in the sanctioned
amount. The study has also observed there is just a nominal
difference in the loan sanctioned and disbursed.

Chart 1.3: Loan Sanctioned and Disbursed FY 2015-16 to 18-19
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Table 1.3: PMMY Pertormance Analysis FY 20018 -1Y
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Source: MUDRA Annual Report 20018-

For the FY 2018-19, the target of ““ 3 lakh crore” was set for
PMMY for the lender institutions or agencies. The target
has been over achieved at the rate of 107% by the lender
institutions put together. The NBFC's are the top performer
institution by showing 74% growth from last FY and over

19

achieved the target by 147% followed by small finance
bank, which showed a growth of 57% from past FY.
Further, in FY 2018-19 public sector banks & RRB's
remained the under-performers with 91% and 88% target
achievement respectively.

Chart 1.4: Agency-wise sanction amount share: FY 2018-19
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Source: MUDRA Annual Report 2018-19
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State-wise Credit Analysis

On the basis of MLI's (Member Lending Institutions)
network and prospective to lend, the targets being
distributed “state-wise” MLI's. Further, inputs with regard
to beneficiaries and credit disbursement state-wise have
been collated from various annual reports of MUDRA and
analyzed by applying One way ANOVA with the help of
SPSS 20 (trail version) to find out statistical significant
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difference or uniformity among states with regard to
number of beneficiaries and credit disbursement. For
getting number of beneficiaries, the number of account
opened from the FY 2015 -16 till FY 2018-19 have been
considered. Similarly, amount disbursed from FY 15-17 to
18-19 have used for finding out statistical difference
among states wise disbursement.

Table 1.4: Number of Beneliciaries among States {one way ANOVA Summery resuls)

ANOVA
BENEFICIERIES
Sum of
Squares cf Mean Square F Sig
Batween Groups 3915E+14 35 1.119E+13 40.500 oon
Within Groups 2 9683E+13 108 2T62E+11Y
Total 4 M 3E+14 143

Source: Rescarcher™s Analysis

The Table No. 1.4 show the summery results of one way
ANOVA for number of Beneficiaries among all the States
with effect from financial year 15-17 to 18-19. The study
formulated null hypothesis that number of beneficiaries
across all the states during above said period are same.
However, the above ANOVA table reveals highest F value

i.e. 40.500 and its corresponding p -value is .000 which
confirms null hypothesis is not accepted even at 1% level of
significance. Hence, it is statistically establish that number
of beneficiaries varies across all the states. In other words,
the study has observed difference among states with regard
to number of beneficiaries.

Table 1.5: Loan Disbursemient among States (one way ANOVA Summery results)

ANOWA
DISBURSEMENT
sum of
Squares df Mean Square 2 Slg
Between Groups 6718384405 15 18218538402 17.559 poon
Within Groups 1180659282 108 | 10932030.39
Tatal fB89043687 143

Source: Rescarcher’s Analysis
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The Table No. 1.5 show the summery results of one way
ANOVA for credit disbursement among all the States with
effect from financial year 15-17 to 18-19. To study this, the
null hypothesis have been formulated that amount of the
loans is uniformly disbursed to all the states during above
said period. The results of the study revealed that F value is
highi.e. 17.559 and its corresponding p -value is .000. This
fails to accept the null hypothesis even at 1% level of
significance. This statistically proves that amount of the
loan disbursed to all the state varies. In other words, the

credit disbursed to all the states is different.

Further, the above analysis, the performance of the Top Ten
States has been analyzed on the basis of Amount
Sanctioned from FY 2015-2019. The Table No. 1.4
presents the ranking of top 10 states with regard to Credit
Amount Sanctioned and ranked accordingly for the said
financial years. The table also highlights the percentage
change in the credit sanctioned from financial year 2016-17
t02018-19 for these states.

Table 1.6: Top Ten States on the Basis of Amount Sanctioned from Y 2016 -17 to 18-14

201H— 19 718 2e—-17
n Crome 2 i Cmiw 2 Cream
, Riatm | Grown i nf i) Growih |- ( )
State | Hank _ Hank Rank _
Targoted| Sanctinned| F reentage Targetod | Sanctinged | FEiCe0nge Targetod | Sanctinned
T . ol -] R . - o e
. | FTTS1E | AA2A0:05 ARG 1 | ZAIR3.75( 2533168 M 200170 | TROF2GR
Wadin
Foaenntnkn 2 160559 | 2900553 s T IMAeTa | 2300973 2R 2 [RB35RA8 | 1800255
Wl 3| 2395195 26462.14 2o 1 |d2z4393| 227514 32% i SO159.08 [ 1728666
Hengal - ) -
telalirashitra i 0863 | 2614804 165 oo AEAey | 2207T.8R 1% 3 663678 | 1328261
bR (1) oo . o i ; o i .
. 2555302 26195k 9% i FaRTE.B2 | 2u0Es) 10 1M 4 FOTETA42 | 1569501
Pradesh
[ihar (3] 1910099 2440899 £ing & [T1H55 15919.4 3% [ 10658750 | 121906
Rajnstharn T 153031 1730658 g f [4R7T2.07 | 148ER.15 4% 7 HM42.5A | 1030645
Mircbiva
iy B 1689978 1740792 1 T [ TIBIA1L | 1386255 L4% £ TORAS 80241
Pradesh
Cdisha 9 | 1071.05] 1577028 B 10 | 1150554 1135E6.52 6% {H] HiWaG, 52 TTa1.4
(inaras 100 | 1405197 1321676 16%% 9 129008 [ 1155891 d6% 9 895,72 TEG1.34

Source: Researcher’s Analysis

70

www.pbr.co.in



The Table No. 1.6 shows Ranking of the top ten states on
the basis of credit sanctioned year on year basis i.e. from
FY 2016-17 to 18-19. The table shows that Tamil Nadu
retained the top position for three consecutive FY with
regard to amount sanctioned with Rs. 34260.05 crore
amount sanctioned in the FY 2018-19 with 35% growth
from previous year, Rs. 25331.68 crore in FY 2017-18
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with 40 % growth from previous year. However, if we
consider only the % change of these top 10 states from FY
2017-18 to 2018-19 than Bihar is the best performer with
53% growth from previous year followed by Odisha which
isat36%.

Table 1,7: Catcgorics of MUDRA [oans and bencticiaries 'Y 20035-16 0 2001 8-19

201516 617 201718 810
Seheme \wo of  |Amowi  |Amows [Nooof [Amownt |Amewd  [Noof  [Awount |Amowd  [Noof  |Ameosd  [Amownt
Acermats {saectioned |(sbarsed | Acconnts |sanctivnsd sanctioned | Accounts [sanctionsd |disbursed [Accomts  |sanctioned |dsbursed
(khi | erove) L coone){akh) Gl ceored [Gincrone) Jnkb) i crore) [ core) [oukl [ evored i erom)
SHIBHE | 324,00 | 6289496 | 6202765 J64.98 | 8007 | 380188 | 426469 | 10600L6 | 10:4228.05 | 51507438 LA2.345.25) LG5 155
Yy almre 43 4f 47 i 47 48 i i2 4 iy A4 43
RISHORE( 20,89 | 4303258 (4107328 2064 | 53545014 | SIOG312 | 4653 | 8673216 | 8340708 | 6606009 |LO4SRGEE| 99R&
% Shere ] k)| il 7 3l 29 1@ 3 1 1 E k¥
FARLN 4] 140106 | 2eRsaTe| 54 F188060 ) 4035018 [ S06 | ousdsad | S0L225 | 1756871 [ T4.490.56 | 7229184
B Rlare | b Fif ! 23 2 2 24 24 3 2 a3
TOTAL | 488 | 13744927 132954.7) 30702 [180528.34) 178531215 [ 48128 | 2336771 | 4643735 | 5.98,70.315) 12,102.79 | L1, 81009
New emtreprenems ' Accomnts : Cammlative for 4 veans
[.33.93. 8030 10603306 1.00,925.53
No of Aceoumts (lakh) Amount samctioned {in crore) | Amemnt disbarsed (in crore)
484 17267 115092 13464
ple) 32 2
% Shere Y 18 1

Source: Researcher’s Analysis

The Table No. 1.7 shows the scheme wise loan distribution
with regard to number of accounts, amount sanctioned and
disbursed from Financial Year 2015-16t0 2018-19. Forall
the financial years the number of accounts, amount
sanctioned and disbursed is decreasing on yearly basis for
the “Shishu” scheme, however, it still retained highest
share followed by “Kishore” and then “Tarun”. The reason
could be that the interest rate in this scheme is lowest. It can
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also be concluded that it has given boost to the
entrepreneurial culture as it caters the need of the new start-
ups. Furthermore, this table also highlights that 38% of the
loan has been sanctioned for the new entrepreneurs.

Conclusion & Suggestions

The study concludes that Pradhan Mantri Mudra Yojana
(PMMY) is the key initiative of Government of India to

71



Pacific Business Review International

develop and improve entrepreneurial culture in the country
by providing collateral free and cheap credit to “millions of
unfunded micro units” which were otherwise struggling to
establish due to lack of availability of funds. The MUDRA
Yojna filled the gap of unfunding or shortage of the funds.
It also boosts the morale of “first generation entrepreneurs”
by providing financial assistance for setting up their
businesses and expanding it further.

The present study analyzed the MLI credit distribution,
growth trends of the beneficiaries, best performing states
and schemes. The performance of private MLI is found
batter than those of public lending Institutions. However,
public sector constitutes the key components for financial
inclusion due to their wide network hence and government
should take measures to enhance the performance of these
public sector banks. Further, in the top ten best credit
sanctioned states, Tamil Nadu retained the top position for
three consecutive FY, however, Bihar is the best performer
in terms of 5 age increase with 53% growth followed by
Odisha which is at 36%. The government work towards
improving performance of bottom states by offering more
innovative and attractive schemes. Furthermore, scheme
wise loan distribution with regard to number of accounts,
amount sanctioned and disbursed is decreasing on yearly
basis for the “Shishu” scheme, however, it still retained
highest share followed by “Kishore” and then “Tarun”.
The reason could be that the interest rate in this scheme is
lowest. It can also be concluded that it has given boost to
the entrepreneurial culture as it caters the need of the new
start-ups. T

In the light of this study, it is suggested that government can
further improve this scheme by appointing “independent
agency” to contentiously evaluate the impact bring forth by
“PMMY Scheme” in order to make this scheme “more
effective” by innovating it on regular basis as per the
market demand by restructuring the “product designs” &
“delivery mechanisms” by considering local needs of the
entrepreneurs.
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