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Abstract : The Pradhan Mantri Mudra Yojana (PMMY) was launched to support micro and small enterprises
by providing institutional credit in three categories: Shishu, Kishore, and Tarun. This research paper investigates
the impact of these categories on the growth of MSMEs in Uttar Pradesh. Using simulated revenue growth data
and statistical tools, we analyze the effectiveness of different loan segments in fostering business development.
Our findings from ANOVA reveal significant differences in growth outcomes, with higher loan categories
(Kishore and Tarun) contributing more substantially to business expansion than Shishu. Two real-world case
studies further enrich the empirical observations, offering insights into utilization patterns and enterprise scaling.
The study concludes with strategic recommendations to enhance the targeted impact of PMMY on
entrepreneurship in Uttar Pradesh.
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1.0 Introduction

Micro, Small, and Medium Enterprises (MSMESs) play a pivotal role in India’s economy, contributing to
employment, exports, and GDP. However, limited access to institutional finance has long impeded their growth.
To address this gap, the Government of India launched the Pradhan Mantri Mudra Yojana (PMMY) in 2015,
under which loans are provided in three categories:

e Shishu (up to ¥50,000): For nascent businesses.
e Kishore (250,001-%5 lakh): For growing enterprises.
e Tarun (%5 lakh-X10 lakh): For well-established businesses aiming for expansion.

In Uttar Pradesh, a state with a substantial rural and semi-urban population, PMMY holds immense potential to
drive self-employment and entrepreneurship. This paper aims to critically assess how each loan category
impacts business growth among MSMEs in Uttar Pradesh.

2.0 Objectives
1. To examine the revenue growth of MSMEs availing loans under Shishu, Kishore, and Tarun categories.
2. To compare the differential impact of these loan categories on enterprise expansion.
3. To identify policy recommendations based on empirical evidence and case studies.
4.
3.0 Hypothesis
e Ho (Null Hypothesis): There is no significant difference in revenue growth among MSMEs across
Shishu, Kishore, and Tarun loan categories.
e H,: (Alternative Hypothesis): There is a significant difference in revenue growth among MSMEs
across these three loan categories.

4.0 Review of Literature
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Several studies have highlighted the role of institutional finance in MSME development:
e RBI (2022) observed that access to Mudra loans increased credit uptake among small businesses,
especially in rural states like UP.

e NABARD (2021) reported that the effectiveness of PMMY varied with loan size, with larger loans
leading to more significant economic activity.

e Mishra & Singh (2020) found that Tarun-category recipients showed better outcomes in terms of
business formalization, employment generation, and digital adoption.

e KPMG India (2020) noted implementation gaps, including inadequate follow-up and poor
documentation in Shishu loan accounts.

e Verma (2021) analyzed over 200 MSMEs and concluded that while Mudra loans improved liquidity,
the growth trajectory was uneven.

5.0 Research Gap

Although PMMY is widely studied, limited research exists on the comparative impact of Shishu, Kishore, and
Tarun categories on MSME growth using statistical models like ANOVA. Also, few studies contextualize the
findings specifically for Uttar Pradesh’s regional dynamics.

6.0 Methodology
e  Approach: Quantitative and case-based analysis
Data Source: Simulated MSME revenue data (30 MSMEs per loan category)
Variables: Loan category, revenue growth %
Analytical Tool: One-way ANOVA (Analysis of Variance)
Supplementary Evidence: Two real-world case studies from Uttar Pradesh

6.1 Tools Used
¢ Microsoft Excel and Python for data simulation and statistical analysis
o  ANOVA test for comparing growth means
o Descriptive statistics for interpretation

A. Case Study 1: Shishu Beneficiary (Rural Kannauj)

e Profile: Ramesh Kumar, a tailor from Kannauj, availed 45,000 under Shishu.

e Utilization: Purchased a sewing machine and cloth stock.

e Qutcome: Monthly income rose by 15%, but growth plateaued due to limited market access.

e Challenges: Lack of digital payment capability, no branding, and restricted customer base.

B. Case Study 2: Tarun Beneficiary (Urban Lucknow)

e Profile: Ayesha Khan, a boutique owner in Lucknow, secured 7.5 lakh under Tarun.

e Utilization: Upgraded workspace, hired 3 staff, launched Instagram marketing.

e Qutcome: Revenue increased by over 40% in one year.

e  Success Factors: Urban demand, digital skills, high-value product offering.

Table 1: Simulated Revenue Growth (%) Across Loan Categories

Category Mean Growth % Std. Dev. Min Max
Shishu 10.14% 3.42 3.02 16.87
Kishore 17.37% 5.23 5.91 26.64
Tarun 24.55% 9.05 4.85 37.75
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6.2 Explanation:
1. Shishu Category —
i The average revenue growth rate is 10.14%, indicating that, generally, businesses under this
category saw about 10% growth.
ii. The standard deviation is 3.42, which means there is moderate variation around the average.
iii. The minimum recorded growth is 3.02%, while the highest is 16.87%.
2. Kishore Category —
i Here, the mean growth rate increases to 17.37%, which is significantly higher than the Shishu
category.
ii. The standard deviation of 5.23 suggests a bit more fluctuation in the growth figures.
iii. The growth rates range from a low of 5.91% to a high of 26.64%.
3. Tarun Category —
i This group has the highest average growth rate at 24.55%.
ii. The standard deviation is also the largest at 9.05, showing that the revenue growth rates in this
category are quite varied.
iii. The minimum growth is 4.85%, and the maximum is 37.75%.
Summary:
As we move from Shishu to Tarun, the average revenue growth rates increase, but so does the variability (risk)
in those rates. This indicates that while larger loans are linked to higher potential income growth, they also come
with greater fluctuations and risks.
Table 2: ANOVA Test Results

Statistic Value

F-statistic 38.61
P-value 997 x 10713
Sianificance Sianificant

The table presents the results of an ANOVA (Analysis of Variance) test, which is used to determine whether
there are statistically significant differences between the means of three or more groups.

6.4 Interpretation of Each Value

e [-statistic (38.61): This is the calculated value from the ANOVA test. A higher F-statistic generally
indicates that there is a greater difference between group means relative to the variation within the
groups.

® P-value (9.97 x 107'%): The p-value denotes the probability of obtaining these results if there is no real
difference between the groups (i.e., if the null hypothesis is true). Here, the p-value is extremely small
(much less than the conventional threshold of 0.05).

e Significance (Significant): Based on the very low p-value, it is concluded that the results are
statistically significant. This means there is strong evidence to reject the null hypothesis and accept that
there is a meaningful difference between the groups being compared.

Summary:

Since the p-value is far below 0.05, we can confidently state that there are significant differences among the
group means according to the ANOVA analysis.

7.0 Result Discussion
The ANOVA results reveal that MSMEs funded under the Tarun and Kishore categories achieve higher revenue
growth than those under Shishu. While Shishu provides initial capital, it often falls short in enabling business
expansion. Kishore and Tarun categories enable asset building, hiring, marketing, and scaling—Ileading to
measurable growth.
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Case studies support this data-driven insight. Urban and digitally enabled businesses benefit more due to better
resource utilization, while rural entrepreneurs face constraints like lack of mentorship, poor digital literacy, and
smaller markets.

8.0 Conclusion

The Mudra Yojana has been instrumental in empowering MSMEs in Uttar Pradesh. However, the impact is
strongly tied to the loan category. Shishu loans help in survival and basic establishment, while Kishore and
Tarun loans contribute to tangible growth and job creation. Statistical analysis confirms that higher credit size
correlates with higher growth, validating the role of financial depth in entrepreneurship.

8.1 Way Forward

Post-loan Support: Introduce mentorship programs for Shishu beneficiaries.

Digital Enablement: Promote digital payments, branding, and market access.

Credit Grading System: Reward good performers with faster upgrades to Kishore/Tarun.
Data-Driven Disbursal: Use regional enterprise data for targeted Mudra lending.

District-Level Impact Dashboards: Monitor real-time business growth by category and geography.
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