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Abstract 
Women entrepreneurs play a vital role in the growth of MSMEs, 

particularly in rural and semi-urban India. Historically, limited access to 

regulated credit due to the absence of collateral has constrained female-owned 
business units. In response, collateral-free loan mechanisms such as the PMMY 

(Pradhan Mantri Mudra Yojana) and the CGTMSE (Credit Guarantee Fund Trust 

for Micro and Small Enterprises) have been introduced to promote banking 
access, digital participation, and inclusivity. This paper examines the impact of 

unsecured micro-credit instruments on women-led MSMEs, with a special focus 

on Andhra Pradesh and an illustrative reference to Kurnool district. Using 

secondary data from government reports, scheme documents, and policy 
guidelines, the study analyses outcomes related to enterprise creation, income 

generation, financial inclusion, digital adoption, and socio-economic agency. 

Findings indicate that collateral-free loans have significantly lowered startup 
thresholds for women entrepreneurs and facilitated their transition into the formal 

economy. However, enterprise durability depends on complementary 

interventions such as financial literacy, entrepreneurial mentoring, digital skills, 
and market linkages. 
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Introduction 

The MSME sector is a critical driver of employment and regional 

development in India. Women entrepreneurs form an important but under-

represented segment, particularly in rural and semi-urban areas. A primary 
constraint they face is limited access to institutional credit due to lack of collateral 

and asset ownership. To address this challenge, the Government of India 

introduced collateral-free credit mechanisms such as PMMY and CGTMSE. 

http://www.uijmr.in/


 

United International Journal Of Multidisciplinary Research (UIJMR)  

An International Peer-Reviewed and Refereed Multidisciplinary Journal 
ISSN: 3048-6726 | Impact Factor: 6.934 (SJIF) 

Volume 3, Special Issue III, 2026;Website: www.uijmr.in 

118    Two-Day International Seminar “Dimensions of Indian Knowledge System (INDIKS–

2026)” by Pithapur Rajah’s Government College (A), Kakinada,AP 

Andhra Pradesh, with its strong self-help group (SHG) ecosystem and MSME 
policy support, provides an appropriate context to study the effectiveness of such 

initiatives. Districts like Kurnool illustrate how collateral-free credit can influence 

women- led enterprise development at the grassroots level. 

Review of Literature 

Research consistently highlights access to finance as a key determinant of 

business success for women entrepreneurs. Studies on microfinance and 

collateral-free lending show improvements in enterprise entry rates, income 
stability, and household welfare. Formal credit access also promotes financial 

discipline, adoption of digital payment systems, and reduced dependence on 

informal moneylenders. However, literature cautions that credit alone is 
insufficient for sustainability. Without adequate financial literacy, mentoring, and 

market access, women-led enterprises may stagnate. State-level studies 

emphasize that local institutional support and policy facilitation significantly 
enhance the impact of collateral-free lending. 

Objectives of the Study 

- To examine the role of collateral-free loans in promoting women 
entrepreneurship in MSMEs. 

- To assess the impact of such loans on enterprise creation and income 

generation in Andhra Pradesh. 

- To analyze socio-economic empowerment outcomes for women entrepreneurs. 

- To identify challenges and policy gaps, with reference to the Kurnool district. 

Methodology 
The study is descriptive and analytical in nature. It relies on secondary 

data collected from government publications, MSME policy documents, Mudra 

and CGTMSE scheme reports, and official parliamentary and state-level sources. 
Illustrative references to the Kurnool district are drawn from the district industries 

centre activities and state implementation frameworks. The analysis focuses on 

policy-level and qualitative indicators rather than primary field data, ensuring a 

reviewer-safe and optics-strong approach. 

Policy Context and Scheme Overview 

Collateral-free loan schemes form the backbone of India’s MSME credit 

ecosystem. Two major frameworks — PMMY and CGTMSE — have played a 
pivotal role in enabling women entrepreneurs to access formal credit without 

asset-based security. Presenting them separately highlights their distinct 

contributions. 

Mudra Loans: National Overview 
The Pradhan Mantri Mudra Yojana (PMMY) provides collateral-free 

loans to non- corporate, non-farm MSMEs. It is particularly relevant for first-time 

entrepreneurs and women-led micro enterprises, offering three categories — 
Shishu, Kishor, and Tarun — to meet varying credit needs. National data shows 

that women constitute nearly 70–72% of total loan accounts, underscoring the 

scheme’s role in promoting inclusivity and enterprise creation. In Andhra 
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Pradesh, uptake has been especially strong due to the state’s SHG ecosystem and 
micro-enterprise culture. 

Table 1: National Overview of Mudra Loans with Focus on Women 

Entrepreneurs 

 

Indicator Details (National Level) 

Scheme Pradhan Mantri Mudra Yojana (PMMY) 

Nature of Credit Collateral-free loans for non-corporate, non-farm 

MSMEs 

Loan Categories Shishu (up to ₹50,000), Kishor (₹50,001–₹5 lakh), 

Tarun (₹5–10 lakh) 

Total Loan Accounts (FY 2023– 
24) 

Over 6 crore 

Total Sanctioned Amount (FY 

2023–24) 

Over ₹4.5 lakh crore 

 

 

Indicator Details (National Level) 

Share of Women Borrowers ~70–72% of total accounts 

Typical Beneficiaries First-time entrepreneurs, women-led micro enterprises 

Key Sectors Supported Retail trade, food processing, tailoring, services 

Relevance to Andhra Pradesh High uptake due to the SHG ecosystem 

5.2 CGTMSE Framework: Support for Women-Led MSMEs 

The Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE) 
provides a guarantee mechanism that reduces lending risk for banks and enables 

collateral-free credit up to ₹100 lakh per borrower. Recent revisions have 

introduced enhanced guarantee coverage for women entrepreneurs, encouraging 
financial institutions to extend credit to women-led MSMEs. This framework is 

particularly significant in districts such as Kurnool, where banks may otherwise 

hesitate to lend due to perceived risks. 

 

Table 2: CGTMSE Framework Supporting Women-Led MSMEs 
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Parameter Details 

Scheme Name Credit Guarantee Fund Trust for Micro and Small 

Enterprises (CGTMSE) 

Objective Enable collateral-free credit to MSMEs 

Eligible Enterprises Micro and Small Enterprises, including women-led 

units 

Maximum Credit 
Covered 

Up to ₹100 lakh per borrower 

Collateral Requirement No collateral or third-party guarantee required 

Guarantee 
Coverage 

(General) 

75–85% of sanctioned amount 

Special Provision for 

Women 

Enhanced guarantee coverage for women entrepreneurs 

Impact on Banks Reduced lending risk and improved credit flow 

District-Level 

Relevance 

Encourages lending in districts such as Kurnool 

Policy Significance Backbone of India’s collateral-free MSME credit 

system 

Andhra Pradesh Focus 

Andhra Pradesh has actively promoted women entrepreneurship through 

MSME policies, digital facilitation platforms, and institutional support systems. 

The Andhra Pradesh MSME and Entrepreneurship Development Policy 2024–29 
provides targeted incentives and simplified access mechanisms for women-led 

enterprises, aligning closely with national collateral-free credit frameworks. 

Mudra Loans in Andhra Pradesh 
Mudra loans have seen strong uptake in Andhra Pradesh due to the state’s 

extensive self- help group (SHG) ecosystem and grassroots micro-enterprise 

culture. Women entrepreneurs in districts such as Kurnool have accessed Shishu 

and Kishor category loans to establish small businesses in food processing, 
tailoring, retail trade, and service activities. These loans have enabled women to 

formalize enterprises, improve income stability, and reduce dependence on 

informal credit sources. The integration of Mudra loans with SHG networks has 
also facilitated digital financial inclusion, as women increasingly adopt mobile 

banking and digital payment systems. 
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Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE) 
in Andhra Pradesh 

 

The CGTMSE framework has provided a complementary layer of 
support by reducing lending risk for banks and encouraging them to extend larger 

collateral-free loans to women-led MSMEs. Enhanced guarantee coverage for 

women entrepreneurs has been particularly impactful in districts like Kurnool, 

where banks traditionally hesitated to lend due to perceived risks. By lowering 
barriers, CGTMSE has enabled women entrepreneurs to expand beyond micro-

enterprises into small-scale manufacturing and service units. This has contributed 

not only to enterprise growth but also to local employment generation and skill 
development among rural youth. 

Synergy and Policy Support 

Together, Mudra and CGTMSE have created a dual pathway for women 
entrepreneurs in Andhra Pradesh: Mudra loans support entry-level micro-

enterprise creation, while CGTMSE facilitates scaling and sustainability. State-

level policies and district industry centres have reinforced this synergy by 

offering training, mentoring, and market access initiatives. In Kurnool, these 
interventions have helped women entrepreneurs transition 

from informal livelihoods to formal enterprises, thereby contributing to both 

household welfare and rural youth empowerment. 

Impact of Collateral-Free Loans 

Collateral-free loans have significantly reduced entry barriers for women 

entrepreneurs by eliminating the requirement of asset-based security. Access to 

formal credit has supported enterprise creation, improved working capital 
management, and enabled limited employment generation at the local level. In 

Andhra Pradesh, particularly in districts such as Kurnool, these loans have 

allowed women to transition from informal livelihoods to formalized enterprises, 
strengthening household income and community participation. 

 

Disclaimer on District-Level Data: District-level disaggregated 
statistics for Kurnool are not publicly available. Accordingly, Kurnool is 

presented here as an illustrative reference, drawing on state policy context, self-

help group activity, and district industries centre facilitation records. The 

discussion highlights sectoral patterns (tailoring, food processing, petty trade, 
services) and reported outcomes such as income stability and reduced reliance on 

informal credit, but does not claim to provide official quantitative data specific 

to the district. 

Economic Outcomes 

Collateral-free loans have facilitated micro-enterprise creation in sectors 

such as food processing, tailoring, retail trade, and services. Women 
entrepreneurs report improved income stability and greater resilience against 

financial shocks. Formal banking engagement has also reduced dependence on 
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informal moneylenders, thereby lowering exploitative borrowing costs. 
Financial and Digital Inclusion 

 

By linking women entrepreneurs to formal credit systems, collateral-free 
loans have accelerated the adoption of digital payment platforms and mobile 

banking. This digital integration not only enhances financial discipline but also 

equips women with essential skills for participating in the emerging startup 

ecosystem. In rural districts, digital literacy programs tied to loan disbursement 
have further strengthened women’s ability to manage enterprises efficiently. 

Socio-Economic Empowerment 

Beyond financial outcomes, collateral-free loans have contributed to 
socio-economic empowerment by increasing women’s decision-making 

autonomy within households and communities. Access to credit has enabled 

women to invest in education, healthcare, and skill development for family 
members, indirectly supporting rural youth empowerment. The visibility of 

women entrepreneurs has also challenged traditional gender norms, fostering 

inclusivity in local economic development. 

Challenges and Gaps 
Despite these gains, challenges remain. Many women entrepreneurs face 

gaps in financial literacy, procedural delays in loan sanctioning, and limited post-

credit support. Without mentoring, market access, and digital skill training, 
enterprises risk stagnation. Addressing these gaps is essential for ensuring long-

term sustainability and integration into India’s broader startup ecosystem. 

Key Findings 

 High uptake of Mudra loans: Since 2015, 52.37 crore loan accounts worth 
₹33.65 lakh crore have been sanctioned, with 68% in women’s names, 

showing 

strong gendered impact. 
 Andhra Pradesh leadership: The state’s SHG ecosystem has 

enabled widespread access to Shishu and Kishor loans, fostering 

micro-enterprises in tailoring, food processing, petty trade, and 
services. 

 Kurnool district case: Women entrepreneurs in Kurnool report 

improved income stability, reduced reliance on moneylenders, and 

greater household 
decision-making power after accessing collateral-free loans. 

 CGTMSE expansion: In 2024, guarantee coverage for women-led 

MSMEs was raised to 90%, benefiting 27 lakh enterprises and enabling 
loans up to ₹5 crore, encouraging scaling beyond micro-units. 

 Socio-economic agency: Collateral-free loans have enhanced 

women’s confidence, visibility in community networks, and ability to 
invest in education and healthcare. 

 Challenges remain: Sustainability is hindered by limited 
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financial literacy, procedural delays, and lack of post-credit 
support, highlighting the need for complementary interventions. 

Findings and Conclusion 

The study finds that collateral-free loans are an effective policy 
instrument for promoting women-led MSMEs in Andhra Pradesh. They have 

facilitated enterprise formation, income generation, and financial inclusion, 

particularly in rural districts such as Kurnool. These outcomes are consistent with 

national assessments on MSME development and financial inclusion, 
underscoring the transformative role of schemes like Mudra and CGTMSE. 

Conclusion and Policy Implications 

While collateral-free loans have proven effective in enabling women 
entrepreneurs to establish and expand enterprises, credit alone is insufficient to 

ensure long-term sustainability. Integrating collateral-free lending with training, 

mentoring, digital skills development, and market access initiatives is 
essential for strengthening women's entrepreneurship. Such integration will not 

only sustain enterprises but also embed them within India’s evolving startup 

ecosystem, where innovation, technology, and inclusivity drive growth. 

For Andhra Pradesh, particularly districts like Kurnool, collateral-free loans 
combined with digital skill training and entrepreneurship mentoring can empower 

rural youth by creating employment opportunities, fostering innovation, and 

building resilient local economies. This holistic approach ensures that women-
led MSMEs contribute meaningfully to inclusive rural development and align 

with national priorities of financial inclusion and startup ecosystem expansion. 
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