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Abstract 

MSMEs is the backbone of the Indian economy and its boost the country's GDP and create employment 

possibilities. In this paper, we check the genesis and performance of the MUDRA Bank as part of the 

MUDRA Yojana. Although government has launched many credit schemes, but today the big issue is 

that these schemes facing the problem of default, so finally we have conducted the study to check the 

impact of the NPA on the banking sector under the MUDRA Yojana and the reason of the rise in NPA in 

Mudra Banks as well as what measures the bank has taken in several areas to lower the NPA. This paper 

is based on secondary sources of data from where we have taken various annual reports of MSMEs and 

MUDRA Yojana in addition to various govt websites, journals, magazines, and quarterly publications. 

This study determined the MUDRA scheme performance of different financial years and will help us to 

learn about its impact of NPA on the Banking Sector. Findings highlighted that the Banks NPAs of the 

Mudra Yojana of the Total Banks NPA is approximately 3-4% and under the MUDRA category the 

Shishu loan showing higher NPA Because of low business knowledge and skills at initial stage of 

business. 

 

Keywords: GNPA, MSMEs Performance, Mudra Bank, NNPA, NPA, PMMY. 

 

1. Introduction: 

MSMEs are becoming India's main source of economic growth. The MSMEs sector is highly known not 

just in India but also around the world. The contribution of MSMEs to the Indian economy, which 

accounts for 6% of GDP, 33% of all manufacturing, and 45% of all exports, which determine their 

significance(Verma & Nema, 2019). So, by looking at the importance of small-scale industries, on 9th 

May 2007, the Government of India merged to the Ministry of Small-Scale Industries and the Ministry 

of Agro and Rural Industries to form the Ministry of Micro, Small, and Medium Enterprises (M/o 

MSMEs). In accordance with the provision of Micro, Small & Medium Enterprises Development 

(MSMED) Act, 2006 the Micro, Small and Medium Enterprises (MSMEs) are based on investment in 

plant and machinery/equipment (Ministry of Micro, Small and Medium Enterprises, n.d.). It was 

different for manufacturing and service units. Since then, the economy has undergone significant 

changes. A revision in MSMEs criteria of classification was announced under Aatmanirbhar Bharat 

package on 13th May 2020. The new classification has come into effect from 1st July 2020. The 
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government of India hereby notifies the following criteria for classification of micro, small and medium 

enterprises namely- 

 A micro enterprise, where the investment in plant and machinery or equipment does not exceed one 

crore rupees and turnover does not exceed five crore rupees. 

 A small enterprise, where the investment in plant and machinery or equipment does not exceed ten 

crore rupees and turnover does not exceed fifty crore rupees; and  

 A medium enterprise, where the investment in plant and machinery or equipment does not exceed 

fifty crore rupees and turnover does not exceed two hundred and fifty crore rupees (Ministry of 

Micro, Small and Medium Enterprises, n.d.). 

MSMEs sector has emerged as a highly vibrant and dynamic sector of Indian economy over the last five 

decades. It contributes significantly to the economic and social development of the country by fostering 

entrepreneurship and generating large employment opportunities at comparatively lower capital cost 

next only to agriculture (MSME annual report 2022-23 Page No 3). The ministry is dedicated to an 

agenda of inclusive development and has implemented numerous programmes and steps to guarantee 

that the demographically and geographically weaker parts benefit from its efforts (MSME annual 

report 2022-23 page no 4). So, to increasing the financial access for traditionally underserved 

population including women, poor households, vulnerable groups, and micro and small enterprises is 

critical to achieving inclusive and balanced economic growth (mudra annual report 2016-17 page no 

31).  

 

In India the Financial Inclusion started as a programme in 2005-06, when RBI in its Annual Monetary 

Policy Statement, announced in April 2005. The Pradhan Mantri Jan Dhan Yojana [PMJDY] was 

launched by the government in 2014, which provided the main source of financial inclusion for MSMEs.  

 

In order to provide a fertile ground for sowing the seed of India’s development it is very important to 

harness the innovative zeal of young India, which can provide new age solution to existing gap in the 

economic eco system of the country. Understanding the needs to harness the latent potential of 

entrepreneurship in India the union government launched the Pradhan Mantri Mudra Yojana on 8
th

 April 

2015 for providing collateral free loans up to Rs 10 lakhs are provided by members lending institutions 

(MLIs) viz. SCBs, RRBs, SFBs, NBFCs, MFIs etc. to the small businessmen, innovative entrepreneur 

and small-scale houses. PMMY's mission is to promote financial inclusion and aid to impoverished and 

formerly socioeconomically marginalized groups. (PIB, April 8, 2022). 

 

A financial institution called MUDRA, short for Micro Units' Development and Refinance Agency 

Limited, was established by the Indian government under PMMY for the development and refinancing 

of micro unit enterprises. MUDRA, a wholly owned subsidiary of the Small Industries Development 

Bank of India (SIDBI) was created as a public limited company in March 2015. The Reserve Bank of 

India approved it as a non-banking financial institution (NBFI) on April 7, 2015. It was launched with a 

20,000-crore capacity and a 3,000-crore credit guarantee corpus.  MUDRA Bank has been designated as 

a microfinance regulator. MUDRA Bank's major goal is to "fund the unfunded." Because of MUDRA 

activities, first generation company owners and small firms have easy access to funding. Previously, 

microbusiness owners had trouble acquiring finance due to a poor or nonexistent credit history or a lack 

of collateral security. With the promise of minimal paperwork and formality without any security, 
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MUDRA Bank was established. Since the past seven years, MUDRA Bank has been assisting micro and 

small businesses by fostering and supporting their expansion and success. 

 

PMMY has given wings to the dreams and aspirations of millions along with a feeling of self-worth and 

independence. MUDRA loans are used for several objectives, including job creation and revenue 

generation in production, transportation, trade, and non-agriculture-related operations. Loans are made 

available for income-generating operations in the industrial, trading, and service sectors, as well as 

activities related to agriculture. (Gupta & Matho.2017). 

 

MUDRA loans are primarily divided into three categories: Shishu, Kishore, and Tarun, which represent 

the borrowers' stage of growth and development as well as their finance requirements. Shishu covers 

loans up to Rs 50,000, Kishore covers loans beyond Rs 50,000 but less than Rs 5,00,000, and Tarun 

covers loans above Rs 5,00,000 but less than Rs 10,00,000.Apart from this MUDRA Bank offers various 

facilities like overdraft facility, micro credit scheme, mudra card and mudra app (Mudra Mitra) etc. So, 

by the given below figure we can easily understand the offerings of MUDRA. 

 

Figure 1: MUDRA Offerings 

 
Source: Author’s Compilation 

 

For Mudra banks or any other banks, the asset stands for anything which is owned. The interest which 

the borrowers pay against the mudra loan taken from the bank for non-farm/non-agricultural activity 

may be one of the income sources for that particular bank. When income-generating activity gets 

stopped from the borrower’s end for any reason then that asset becomes a Non-Performing Asset for the 

bank because the bank is not able to earn any income. So, the asset which is not generating any income 

for the banks is considered a “Non-Performing Asset.”  
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As per the Reserve Bank of India’s predefined norms, any loans or advances which are remained unpaid 

for more than 90 days are considered Non-Performing Assets. Further NPA has been subdivided into 

three categories as per the overdue period these are- 

 

1) Sub-Standard Assets: When an asset remains as an NPA for a period more than or equal to 12 

months is considered a Sub-Standard Asset.  

 

2) Doubtful Assets: When assets remain as an NPA for a period of more than 12 months are considered 

doubtful assets.  

 

3) Loss Assets: As per the RBI norms, assets that are unrecoverable for a long time and also not possible 

to collect in the future or only a little part showing unpaid for long period can be considered as Loss 

Assets.  

Banks keep aside some share of their profit as a provision for the NPAs which will turn into bad debts in 

the future. This provision is shown under the head key performance indicator in the balance sheet of any 

bank. Banks may keep these NPAs in books of account or may write them off as bad debt. This practice 

of the bank shows the sound financial position of the banks. In the balance sheet of any bank, we can see 

two types of NPAs. Which are as follows-  

1) Gross NPA: GNPA stands for Gross Non-Performing Assets. GNPA is the value of total Non-

Performing Assets of that particular bank in that particular financial year. GNPA is based on total loans 

and advances given by the bank that are due within the 90 days period in a particular quarter or financial 

year. 

2) Net NPA: NNPA stands for Net Non-Performing Assets. NNPA gives the exact value of the NPA 

from Gross NPA provisions. Net NPA shows the amount remaining after deducting the doubtful and 

unpaid debts from the Gross NPA (Shinde & Jadhav, 2023). 

 

2. Literature Review: 

2.1 Literature is based on the origin and development of MUDRA Yojana. 

(Shahid & Irshad, 2016)in his paper evaluate MUDRA Yojana and its key objectives. For analyzing 

such facts secondary sources of data have been collected. It was not very much correct time to evaluate 

the PMMY scheme which was only in its infant stage. However, an attempt has been made in this study 

to verify the scheme's product offerings and performance. 

 

(Godha & Nama, 2017) studied the impact of MUDRA on financial inclusion in India. They said that 

MUDRA has made a big impact in the field of microfinance and has helped weaker sections and low-

income groups in their funding needs. They suggested that efforts must be made to increase the number 

of loan sanctions and proper implementation of the scheme. 

 

(Ruhela, Kumar, & Prakash, 2017) discussed the existing MFI mechanism and their loopholes in 

microfinancing. They explored the possibilities that how MUDRA would make a difference in 

microfinancing and how MUDRA would be helpful in regulating the MFIs, so that small business could 

meet their financial requirement in a hassle-free manner.  
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(Gupta, Matho, & Dubey, 2017) opinion that MUDRA will positively affect the lives of entrepreneurs 

engaged in small businesses and also help in shaping the progress of the economy as a whole. 

Researchers studied in detail the performance, opportunities and benefit of MUDRA and asserted that 

MUDRA has contributed significantly to the progress of small business in Jharkhand. 

(Lall, 2018) in his paper analyze the performance of the Mudra Yojana in Uttarakhand. Trend 

forecasting was used to check various sorts of projects. According to the findings People are encouraged 

to boost entrepreneurship by taking the initiative to start their own firms. 

 

(Shrigiriwar and Sakhare 2019) in his study learn about the MUDRA Yojana and its primary 

objectives, as well as analyze the product offerings and performance. He discovered that NPA climbed 

by 14,96,751 and the amount involved increased by Rs 6,488.72 crore, or more than 66%. 

 

(Verma & Nema, 2019) attempts to examine MUDRA Bank's beginnings and evaluate its effectiveness 

in India and the state of Madhya Pradesh. A high number of loans in the Shishu category suggests that 

the next generation of entrepreneurs is keen to capitalize on this opportunity. Overall, MUDRA Bank 

has met its objectives and proven to be a game changer in MSME finance. In the coming years, it is 

expected to play a role in job creation, entrepreneurship development, financial inclusion, and inclusive 

growth. 

 

(Anjesh & Rathod, 2021)point out the current knowledge, awareness, and source of awareness of about 

PMMY scheme among its beneficiaries. The primary data were collected from 50 beneficiaries of 

Mudra scheme through questionnaire in Shivamogga district and secondary data from Mudra Website. 

The data was analyzed through SPSS by using statistical tools like frequency, percentage and t-test is 

used to test the hypothesis. The finding of the study was low level of awareness about PMMY scheme 

among its beneficiaries and majority of 36% of respondent’s source of awareness is from relatives & 

friends. 

 

(Mahadule & Chib, 2022) they emphasize central government scheme, Mudra Yojana, which greatly 

supports women's entrepreneurship in terms of the number of women's accounts opened and loans 

sanctioned to them year after year. 

 

(Manjeet & Aggarwal, 2022) Examine the effect of PMMY on the growth of Micro, Small, and 

Medium Enterprises (MSMEs). By this research they determined the principal impact of Mudra Loan on 

MSMEs. The researcher gathered data from 660 MSMEs. The study found that the Increased net sales, 

increased business assets, increased production and services are the key fostering elements that aid small 

business growth. 

 

2.2 Literature is based on NPA of PMMY Scheme.  

(B. S. & Mayya, 2022), the researcher intends to investigate the efficiency of MUDRA from the 

perspective of the Government of India in promoting micro-enterprises. This study determined the 

performance of the MUDRA programme in different fiscal years and would assist us in learning about 

the MUDRA scheme's impact on the growth of industry startups and increasing the output of MSMEs 

based on NPA. 
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(Nagra, 2022)The study was carried out by the researcher in order to better understand the cause-and-

effect relationship between Mudra loans and NPA. The researcher also looked into analytical methods 

for determining the true level of NPA on Mudra loans. The report indicated that if adequate actions are 

not taken to reduce NPA Mudra loans, the next banking crisis will occur.  

(Shinde & Jadhav, 2023)The study focused on the reasons for increased NPA in specific Mudra Banks, 

as well as corrective methods or efforts to be implemented by Mudra Banks to minimize the number of 

NPA. According to the study, Mudra loan borrowers had a stronger repayment capacity than other loan 

borrowers, and the covid-19 pandemic had no effect on Mudra loan payback because they were in the 

same area before and after the covid-19 pandemic crisis. 

 

2.3 Literature based on NPA.   

(Jadhav & Gawali, 2016)research focuses on the recovery measures & policies implemented by Bank 

of Maharashtra to lessen the degree of loss suffered due to NPA. For the recovery of NPA bank uses 

tools like Lok Adalat, DRT, & SARFEASI ACT 2002. Bank prefers one time settlement scheme for non-

performing borrowers. 

 

(Arasu et al, 2019) The study was conducted from April 2014 to March 2018 in order to better 

understand the relationship between Gross NPA and Net NPA in both public and private sector banks. 

The study discovered a positive correlation between bank GNPA and NNPA, as well as a negative 

correlation between NNPA and Returns on Assets. The study found that gross NPA has a large negative 

influence on return on assets, whereas net NPA has a significant positive impact.   

 

(Agarwala&Agarwala, 2019) The researcher employed geometric means to examine the role of various 

banks in the rise of NPA from 2010 to 2017, discovering that the growth rate of NPA of private sector 

banks was larger than that of other nationalised banks, as well as SBI and its partners. 

 

(Padhy & Administration, 2020) The study focuses on how non-performing assets (NPAs) pose 

problems for the banking sector, how they affect bank profitability, and how NPA management is 

possible with the use of contemporary technologies. According to the report, banks will perform better 

during NPA recovery or loan disbursement to their borrowers if they use technology. The number of 

manual errors will be reduced.  

 

(Selvam & Premnath, 2020)The study was conducted to investigate the trend of NPA in the Indian 

banking sector prior to the Covid 19 Pandemic, as well as the effects of the Covid 19 Pandemic scenario 

in the Indian banking sector. Of course, there is a rising tendency, but the study stated that while zero 

NPAs are not conceivable, management should hasten the recovery process and rules should be 

established to limit the harm to the Indian economy and, ultimately, the nation's GDP. 

 

(Varma et al., 2022)The researchers looked at government and private bank NPAs and discovered 

significant differences; nevertheless, after 2017, both sectors' banks' GNPAs increased. Government 

banks, according to the study, have larger NPAs than private sector banks due to weak risk management 

and banking credit restrictions.  
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3. Research Gap: After analysing and reviewing the literature it is clear that the PMMY play a greater 

role in the Indian economy and many researchers had study on the PMMY and its impact on the NPA 

but none of them specifically focus on the PMMY category loan (Shishu, Kishore and Tarun) with its 

sanction and disbursement amount. So my study analyse and interpreted the data and facts of this 

scheme till 2022 and check the performance of PMMY Category and what its impact on the NPA of the 

Banking sector in India. 

. 

4. Objectives 

1. To study the origin and development of the MUDRA Yojana in India. 

2. To study the impact of the Non-Performing Assets (NPAs) in the banking sector under the MUDRA 

Yojana. 

3. To investigate the root reason for the rise in NPAs in Mudra Banks.  

4. To study various majors taken by Mudra Banks to control the NPA. 

 

5. Research Methodology:  

This work is descriptive in nature and is based on secondary data. Time period has been taken for the 

study is covered from 2016 to 2022. We have derived their facts and statistics from a variety of data 

sources, including journals, publications, websites, annual reports, and so on. The majority of the data 

was obtained from MUDRA Bank's official website and MUDRA Bank's annual reports. On the basis of 

the data acquired, the researcher examined MUDRA's overall performance. 

 

6.Statistical tools and techniques:  

The collected data has been analyzed and interpreted by means of graphical and tabular representation 

by the use of average, percentage and trend forecasting methods. 

 

7.Objective wise analysis and interpretation 

7.1: Objective 1: To study the origin and development of the MUDRA Yojana in India. 

 

Trends in Refinance Sanctions: 

Table 1: Trends in Refinance Sanction (Rs in crore) 

Bank 

Category 

2015-16 2016-17 2017-18 2018-19 2019-2020 2020-21 2021-22 

PSB+RRB 2671.25 2068.52 4072.48 4529 2158 10479.65 11807.87 

PVT+SFB 0 0 1600 1270 264 1077 633.28 

MFI 812 829 446.5 236 1080 356 1025 

NBFC 0 399 1137 1200 1309 400 2090 

PTC 49.95 271.42 721.92 323.1 0 0 66.66 

TOTAL 3533.20 3567.94 7977.90 7558.10 4811 12312.65 15622.81 

Source: Mudra annual report 2021-22-page No. 18 

From the above table, it is clear that the sanction amount in trends for (PSB+RRB) for the year 2015-16 

is 2671.25 crore after that from the 2016-17 to 2018-19 it has increases, but due to covid 19 pandemic a 

greater fall can be seen in the sanction amount for the year of 2019-20, but after that due to 
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Aatmanirbhar Bharat package a grater jump can be seen in the refinance sanction amount from the year 

2020-2022. Table also highlights that the PSB+RRB has maximum sanction amount among the given 

bank categories.  

 
Figure 1: Trends in Refinance Sanction 

 

Trends in Refinance Disbursements 

Table 2: Trends in Refinance Disbursements (Rs in crore)  

Bank 

Category 

2015-16 2016-17 2017-18 2018-19 2019-2020 2020-21 2021-22 

PSB+RRB 2671.25 2068.52 4072.48 4329 2244 10479.65 11807.87 

PVT+SFB 00 00 1350 1470 265 947 708.28 

MFI 616 787 369.5 314 932 508.5 705 

NBFC 00 399 1005 708 559 367.5 1965 

PTC 49.95 271.42 704.97 309.46 00 00 66.66 

TOTAL 3337.20 3525.94 7501.95 7130.46 4000.00 12302.65 15252.81 

Source: Mudra annual report 2021 22 page no 19 

 

MFI: Micro Finance Institution, PTC: Pass Through Certificate 

From the above table, it is clear that the disbursement amount in trends for (PSB+RRB) for the year 

2015-16 is 2671.25 crore. After that from the 2016-17 to 2018 -19 it has increases but due to covid 19 

pandemic a slight fall can be seen in the sanction amount for the year of 2019-20 but after that due to 

Aatmanirbharbharat package a grater jump can be seen in the refinance disbursement amount from the 

year 2020-2022. Table also highlights that the PSB+RRB has maximum disbursement among the given 

bank categories. In the PVT+SFB category it can be seen that the trends in refinance disbursement 

amount is much lower than the PSB+RRB and also NBFC disbursement amount in trends is 

comparatively lower than the PVT+SFB.  
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Figure 2:Trends in Refinance Disbursements 

 

Institution wise performance with target and sanction amount 

Table 3: Institution wise performance with target and sanction amount(Rs in crore) 

Year        2016-17      2017-18     2018-19       2019-20     2020-21 2021-22 

Bank 

Catego

ry 

Tar

get 

Sanct

ion 

Tar

get 

 

Sanct

ion  

 

Tar

get 

Sanct

ion 

Tar

get 

Sanct

ion 

Tar

get 

Sanct

ion 

Tar

get 

Sanct

ion 

PSB+R

RBs 

9270

0 

83963 1127

50 

10794

7 

1292

50 

11728

2 

1280

00 

11772

9 

1285

00 

12991

5 

1292

00 

12442

5 

PVSB+

FSB  

 

2100

0 

39043 4715

0 

49545 5785

0 

64037 7002

5 

91780 9170

0 

93613 9144

5 

11767

9 

 SFBs 6630

0 

55657 1725

0 

19023 2500

0 

29794 2935

0 

29501 2980

0 

19647 2000

0 

29207 

NBFC 00 1866 9050 27018 5585

0 

63471 4020

0 

40518 4080

0 

31983 2435

0 

18697 

Total 1800

00 

18052

9 

1862

00 

20353

3 

2679

50 

27458

4 

2675

75 

27952

8 

2808

00 

27515

8 

2649

95 

29000

8 

Source: Mudra annual report 2016-17 page no 43, 2017-18 page no 17, 2018-19 page no 5, 2019-20 

page no 5. 2020-21 page no 5, 2021-22 page no 7 

From table no 3 in the institution wise performance, we can see that the sanction amount from the year 

2016-17 is always less than the targeted amount till the year 2021-22 for the (PSB+RRB). While the 

sanction amount for the year 2016-17 to 2021-22 for the PVSB+FSB is always greater than the targeted 

amount but for the SFBs and NBFC the sanction amount is more than the targeted amount before 2019-
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20 but after 2019-20 pandemic the sanction amount is more than the targeted amount for the SFBs, while 

the sanction amount is less than the targeted amount for the NBFC.  

Note: SFBs=Small Finance Bank, PSB=Public Sector Bank, NBFC= Non-Banking Finance Company, 

PVSB=Private Sector Bank, FSB=Foreign Sector Bank  

 

 
Figure 3: Institution wise performance with target and sanction amount 

 

Performance of top 10 states based on sanction amount 

Table 4: Performance of top 10 states based on sanction amount (Rs in Crore) 

State 2016 to 

17 

2017 to 

18 

2018 to 

19 

2019 to 

20 

2020 to 

21 

2021 to 

22 

Total  

Tamil Nadu 18052.68 25331.68 34260.05 35017 28967.97 32477.55 174106.9 

Karnataka 18002.55 23009.73 29995.35 30188 30199.18 28695.29 160090.1 

Maharashtra 17286.66 22751.40 26438.94 27903 25208.63 25797.74 145386.4 

West Bengal 15695.01 20552.19 26462.13 26790 29335.98 34893.20 153728.5 

Uttar Pradesh 15282.61 22077.89 26190.58 30949 29231.35 33663.73 157395.2 

Bihar 12190.6 15919.40 24405.99 27442 25589.31 32096.95 137644.3 

M.P. 10506.45 14886.15 17407.92 19060 18474.24 18814.95 99149.71 

Rajasthan 9024.71 13862.55 17506.39 19662 18571.38 18999.20 97626.23 

Odisha  7891.34 11558.91 15770.28 15419 15328.63 16900 82868.16 

Gujarat 7781.94 11386.52 13216.78 13746 11579.26 12152.39 69862.89 

Total 131714.6 181336.4 231654.4 246176 232485.9 254491 1277858 

Source: Mudra annual report 2016-17 page no 47, 2017-18 page no 21, 2018-19 page no 06, 2019-20 

page no 06. 2020-21 page no 06, 2021-22 page no 8. 

From thable no 4: If we see the performance of top 10 states of India based on the amount sanctioned 

under MUDRA Yojana the maximum amount allotted to the states of Tamil 

Nadu>Karnataka>Maharashtra>West Bengal>Uttar Pradesh>Bihar>Madhya Pradesh>Rajasthan 
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>Odisha>Gujrat for the year 2016-17. It is also seen that the amount allotted to every states from the 

year 2016-17 is increases till 2021-22 particularly and in totality also.  

 

 
 

Figure 4: Performance of top 10 states based on sanction amount 

 

Category wise analysis of PMMY Scheme (Shishu, Kishore, Tarun) 

Table 5: Category wise analysis of PMMY Scheme (Shishu, Kishore, Tarun) (Rs in Crore) 

Categ

ory 

       2021-22         2020-21       2019-20     2018-19     2017-18      2016-17 

No of 
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accou

nt 
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Amo
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No of 
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accou

nt 
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Amo
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No of 

loan 
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nt 
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loan 
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nt 
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No of 

loan 
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nt 
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Shar

e  
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Perce

ntage 

1.80

% 

22.62

% 

2.10

% 

25% 2% 24% 3% 23% 1.68

% 

24.02

% 

1% 23% 

Total 5379

5526 

3391

10 

5073

5046 

3217

49 

6224

7606 

3374

95 

5987

0318 

3217

23 

4813

0593 

2536

77 

3970

1047 

1805

28 

Source: Mudra annual report 2016-17 page no 49, 2017-18 page no 25, 2018-19 page no 08, 2019-20 

page no 09. 2020-21-page no. 08   2021-22 page no 20.   

 

From the above table 5: we can see that the maximum number of loan account has been opened in the 

shishu category, which is approximately more rthan 78% of the total account open every year from 

2016-17 to 2021-22. Under the category (shishu) the share of sanction amount out of total Mudra 

amount is maximum for every years which is approximately 45 percent of the total loan allotted under 

PMMY. If we see the kishore category the numbers of loan account open approximately 20 percent of 

the total open account every year. Under the category (Kishore) the share of sanction amount out of total 

Mudra amount is approximately 40%  of the total loan allotted under PMMY. In the case of Tarun 

category the numbers of loan account open comparatively much less than the shishu and kishore, but the 

share of sanction amount for comparatively high which is approximately 30 percent of the total loan 

amount sanctioned under the PMMY. 

 

7.2: Objective 2: To study the impact of the Non-Performing Assets (NPAs) in the banking sector 

under the MUDRA Yojana  

 

Mudra Bank Aggregate NPA ratio 

Table no 6: Mudra Bank Aggregate NPA ratio 

Bank Name Percentage of Aggregate NPA Ratio out of Aggregate total loan 

2017 to 18 2018 to 19 2019 to 20 2020 to 21 2021 to 22 

SBI 12 8 6 5 4 

UBI 12 16 16 15 12 

BOI 18 18 17 16 11 

BOM 22 18 14 8 4 

Total 64 60 53 44 31 

Source: (Shinde & Jadhav, 2023) 

 

BOI: Bank of India, UBI: Union Bank of India, SBI: State bank of India, BOM: Bank of 

Maharashtra 

Observations: The table above depicts the ratio of Aggregate NPA to Aggregate Total Advances in 

selected Mudra banks. The Aggregate NPA ratio increased as well as decreased during the fiscal years 

2017-18, 2018-19, and 2019-20, then it increased again during the fiscal years 2020-21 and 2021-22. 

The Aggregate NPA is estimated to have decreased after 2019-20. 

Note: Here aggregate NPA means for Gross NPA 
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Figure no 6: Mudra Bank gross NPA ratio. 

Mudra Bank net/final Non-Performing Assts ratio 

Table 7: Mudra Bank Net/Final Non-Performing Assts ratio 

Bank Name Percentage of Net/Final Non-Performing Assets ratio out of 

Aggregate total loan 

2017 to 18 2018 to 19 2019 to 20 2020 to 21 2021 to 22 

SBI 5 3 2 2 1 

UBI 8 7 6 5 4 

BOI 8 6 4 3 2 

BOM 11 6 5 3 1 

Total 32 22 17 13 8 

Source: (Shinde & Jadhav, 2023) 

 

Observations: The table above depicts the Net NPA to advances ratio in selected Mudra Banks. It shows 

decreasing patterns in the fiscal years 2017-18, 2018-19, and 2019-20, as well as in the fiscal years 

2020-21 and 2021-22. It is stated that the NNPA is falling year on year due to an increase in bank 

provisions from profit for reducing Gross NPA and also to significant government support. 



 

International Journal for Multidisciplinary Research (IJFMR) 
 

E-ISSN: 2582-2160   ●   Website: www.ijfmr.com●   Email: editor@ijfmr.com 

 

IJFMR23024201 Volume 5, Issue 2, March-April 2023 14 

 

 
Graph 7: Mudra Bank Net NPA ratio 

Mudra loan disbursement in percentage out of Gross Total Loans 

 

Table 8: Mudra loan disbursement in percentage out of Gross Total Loans 

Bank Name        Percentage of MUDRA loan disbursed out of Gross total loan 

2017 to 18 2018 to 19 2019 to 20 2020 to 21 2021 to 22 

SBI 1.5 1.5 1.5 0.1 0.2 

UBI 1.2 1.3 1.2 1.4 1.0 

BOI 1.6 1.9 1.7 2.4 1.6 

BOM 2.5 3.0 2.8 2.5 2.0 

Total 6.8 7.7 7.2 6.4 4.8 

Source: (Shinde & Jadhav, 2023) 

 

Observations: According to table no. 8, it has been noted that if we compute the NNPA ratio of a mudra 

loan using the same percentage of NNPA as the total loan, it was previously on the decline but has since 

begun to rise again in banks. It may be because to the substantial help provided by government 

programmes and bank provisions for problematic loans prior to the 2019–20 Pandemic. After 2019–20, 

Mudra banks expanded their loan disbursement processes, which led to an increase in GNPA and 

ultimately NNPA because there were fewer provisions made for bad loans. The government launched a 

number ofprogrammes after 2019–20 to help MSMEs, however on the other side, it results in a higher 

percentage of NPA. The largest bank in terms of performance and NPA reduction is SBI, which is 

followed in order by Bank of Maharashtra, Bank of India, and Union Bank of India. 
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Figure: 8 Mudra loan disbursement in % out of Gross Total Loans 

 

7.3: Objective 3:To investigate the root reason for the rise in NPAs in Mudra Banks. 

There are several reasons which are contributed to increase NPA of MUDRA loan, which are as follow: 

1) Economic Slowdown: According to our seven-year analysis of the data, the COVID 19 pandemic 

2019–20 has had a higher influence on economic activity, which has caused a greater reduction in 

production, employment, and borrower repayment performance. In the end, this resulted in an 

increase in GNPA.  

2) Lack of Proper Funding: Under the Mudra the amount of funds required for business is not 

sufficient which does not cover the working Capital management for further business activity. So, 

this leads to the fall of business activity and revenue generation capacity, thus the borrowers are 

unable to make payment of their monthly installment. 

3) Lack of Business Knowledge: In our seven-year study of the data it is found that the Mudra Yojana 

provides funds for the people who do not have proper knowledge and skills of the business. This 

leads to the problem of the borrowers who do not manage the business properly and become indebt. 

This becomes the reason to rise the Mudra NPA in Banking Sector 

4) Demonetization: On 8
th

 November 2016, the government of India announced the demonetization of 

Rs 500 and Rs 1000 Bank Notes which should not be a legal tender. This announcement makes a 

greater impact on the business activity and impacted to the borrowing capacity of the business. 

Which reduces the amount of capital which is required at that time and indirectly it leads to the 

indebtedness of the borrowers and becomes the reason for increasing the NPA. 

5) Violation of RBI guidelines: The Reserve Bank of India promptly provided all banks with criteria 

for determining a borrower's repayment capacity, but the banks were unable to abide by them 

because of political pressure. It causes the NPA ratio to increase. In accordance with RBI 

regulations, an asset is classified as NPA if the borrower does to pay back the loan balance within 90 

days of the final installment payment date. 

6) Diversion of MUDRA loan to other purpose: Sometimes under the Mudra loan the borrowers 

borrow the loans from the bank for the purpose of the business, but the amount of the loan gets 

utilized to other purpose this leads to the fall in the income generation capacity of the borrower and 

become indebt. 
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7) Crisis: External causes like economic, financial, and industrial crises have a negative impact on 

borrowers' ability to repay their debts and lead to NPA. (Shinde & Jadhav, 2023) 

 

7.4: Objective 4: To study various majors taken by Mudra Banks to control the NPA: After study 

the various reports and research papers it is suggested that what the bank should takes the steps to reduce 

the ratio of NPA under Mudra Yojana- 

1. Mudra Banks should introduce collateral security against the Mudra loan concept. 

2. The government should take action to recoup Mudra loans and help banks reduce NPAs under the 

PMMY Scheme. 

3. Banks should be permitted to determine whether borrowers are able to repay loans secured under the 

PMMY Scheme. 

4. Banks should not be required to make loans to MSMEs unless the MSMEs have submitted a 

complete assessment of the borrowers. 

5. Banks must adhere to the RBI Guidelines.   

6. Government should take proper Legal steps against defaulters.  

7. Mudra Bank should use the utilization submission procedure rather than disbursing the entire 

sanctioned cash all at once. The banks will be assisted in reducing the degree of NPA from Mudra 

loans under the PMMY scheme by these sound disbursement procedures(Shinde & Jadhav, 2023). 

 

8. Findings of the study:  

While studying the balance sheet of the selected MUDRA Bank and the performance of the NPA during 

the last 7 years of the data collected from 2016-2022. It is found that the disbursement of MUDRA loan 

under each category (Shishu, Kishore and Tarun) has been increased since 2016-17 and among these 

three categories the disbursement of loan for Shishu showing maximum. With the help of proper and 

systematic available data and review of the various literature and report it is observed and found that-  

1) The trends in loan refinancing approvals and disbursements up to the 2019–20 period are extremely 

low, at Rs. 4811 crores and Rs. 4000 crores respectively. But after the 2019–20, there was a larger 

increase, with the refinance sanction rising to Rs 12312.65 crore in 2020–21 and Rs 15622.18 crore 

in 2021-22 

2)  It is seen that in the institution wise category PSB+RRB indicating the largest amount sanction from 

2017-18 to the 2021-22. 

3) If we see the performance of top 10 selected states of India based upon the amount sanction under 

PMMY Yojana, the maximum amount allocation made to the Tamil Nadu till 2022.  

4) If we see the category wise performance of the PMMY Scheme it is observed and found that in the 

case of Shishu category accounted highest number of loan account open but in the case of sanction 

amount it is highest for the Kishore and Tarun in comparison to Shishu which is accounted approx. 

40 percent of the total sanction amount.  Due to their inexperience as borrowers and lack of 

knowledge and expertise, Shishu category loan borrowers have a substantially larger share of 

problematic loans than the other two borrower categories which lead to raise the NPA level. 

5) Gross NPA ratio out of Gross total loan is increasing and as well as decreasing before 2019-20 but 

after 2019-20 it is found that the GNPA has decreasing after the 2019-20. 

6) According to the available data and findings it is found that the position of Net NPA before and after 

2019-20 showing the decreasing trend. So, it is found and concluded that the Net NPA is in 



 

International Journal for Multidisciplinary Research (IJFMR) 
 

E-ISSN: 2582-2160   ●   Website: www.ijfmr.com●   Email: editor@ijfmr.com 

 

IJFMR23024201 Volume 5, Issue 2, March-April 2023 17 

 

decreasing trends year by year because of provision of banks for minimizing the Gross NPA and 

higher government support under the Aatmanirbhar Bharat package. 

7) ) It is found that, if the NNPA ratio of Mudra loans were calculated using the same percentage of 

NNPA to total loan, it would have been in an increasing trend until 2019–20 but back to a declining 

trend after that year. The government program's enormous assistance as well as a regular bank trend 

towards poor loans before 2019–20 may be the cause. However, the MUDRA Bank's loan 

disbursement process accelerated following the 2019–20 period, which led to an increase in GNPA 

and ultimately NNPA because there was less money set aside for bad loans. However, after 2019–20, 

the government launches a number ofprogrammes under the Aatmanirbhar Bharat package to 

support MSME, but on the other hand, this raises the NPA rate. The largest bank in India, SBI, is 

followed by Bank of Maharashtra, Bank of India, and Union Bank of India in terms of performance 

and NPA reduction. 

8) it is also clear that the NPA position and trends in banking sector fall year on year these are 

explained below- 

 The average % of NNPA ratio out of the Gross Total loan for the Bank of India till 2019-20 is 

approximately 5.91% but after 2019-20 it seen that it is at the position of approximately 2.84% of the 

gross total loan. 

 It is also seen that the average % of NNPA ratio out of gross total loan for the Union Bank of India 

till 2019-20 is approximately 6.92% but after the 2019-20 it seen that the percentage of average 

NNPA ratio out of Gross Total loan for Union Bank of India is 4.15%.  

 It is also seen that the average % of NNPA ratio out of gross total loan for the SBI and Bank of 

Maharashtra till 2019-20 is approximately 3.65% for the SBI and 7.17% for the Bank of 

Maharashtra, but after 2019-20 it seen that the average % of Net NPA ratio out of Gross Total loan 

for SBI and Bank of Maharashtra is approximately 1.26% and 1.72% respectively.  

 Thus, it is also clear that the average % of Net NPA in the banking sector falling after the 2019-20 

pandemic as a result of various government initiatives and Aatmanirbhar Bharat package which 

provide a grater platform to enhance the capacity of MUDRA Bank after 2019-20. The Banking 

sector has also actively managed the MUDRA activity with the help of various government agents 

and agencies like KVIC, DIC etc.  

 

9. Suggestions:  

From the above data and figures it is clear that the bank is able to manage MUDRA funds actively and it 

is only just between 3 to 4% of their total banks NPA. But the figure can be much better than this 

by taking into consideration of such things: that is- 

 Bank Should actively follow the rules and guidelines given by the RBI. 

 Bank should not be pressurized for disbursing loan under MUDRA Yojana without proper 

assessment. 

 Bank should actively follow the Government sites and portal for the loan and business assessment 

like Jan Samarth portal.  

 The government should provide a better platform where the product of MSME under Mudra sold out 

quickly which able to make payment actively. 

 Some assets of the business should be kept as a collateral security after the Mudra loan sanction to 

keep control on the borrower’s activity. 
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 For disbursing the sanction amount the bank should follow the installment system for giving the loan 

to the borrower.   

 

10 Conclusion:  

Finance is the backbone of any enterprise to start and establish their business to contribute into economy 

GDP and growth. Thus, the PMMY becomes the life changing part of the MSMEs sector in India by 

providing fund to the unfunded when it is required. From the above study it can be seen that the PMMY 

play a very crucial role in the economic development and contribute nearly 6% of the GDP and it also 

play a very important role in the employment generation and the banks are actively taking steps to 

promote and execute the PMMY scheme as a result there is a year by year increase in the Number of 

loan accounts created as well as loan amount sanctioned and loan amount disbursed. Due to active 

initiative and government role the banks openly provided the fund for the MSMEs under the PMMY 

scheme as a result a slight percentage of mudra loan turning into NPAs.  

In our study it is found that the maximum NPAs of Mudra loans belong to the Shisha category because 

of low level of business knowledge and skills, which become the cause of defaulter, which increases the 

level of NPAs. According to the study it is found that the position of net NPA before and after 2019-20 

showing the decreasing trends because of the huge government support and bank provision for 

minimizing the gross NPA. It is also found that the covid 19 has also a great impact on the activity of 

MSME as well as demonetization has also impacted the business operation, but the government of India 

has taken a tremendous step to cope up these problems by an initiative called Aatmanirbhar Bharat 

package. Overall, the MUDRA yojana has playing a very crucial role in the economic development and 

to generate employment opportunity in the country and proved to be a game changer in MSME sector of 

India. 
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