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Abstract- Regional Rural banks were established in 1975
under the Regional Rural Banks (RRB) act. They are local
level banking organizations operating in different states of
India. They have been created with a view to serve the rural
sector of India. They give financial service to the people. It
performs various functions like providing banking facility to
the rural people, distribution of wages as well as pension and
other functions like locker facilities, debit and credit card. We
need Regional Rural Banks in India because a major part of
our population lives in rural area. As people live in these
areas there are a lot of farmers who needs money for farming.
We know that farming is the backbone of this country and if
farming gets developed India would be on its way to become a
developed economy but due to the exploitation done by the
money lenders Indian farmers are not able to progress. By the
help of regional rural banks who will provide loans to farmers
at very low rate of interest, India would be on its way to
progress. The present paper highlights the factors which need
to be addressed for their effective implementation for the
contribution for a developed economy.

Keywords- Regional Rural banks, NABARD, RBI, Economic
Development

I. INTRODUCTION

The economic development in India followed
socialist-inspired policies for most of its independent history,
including state-ownership of many sectors; India's per capita
income increased at only around 1% annualized rate in the
three decades after Independence. Since the mid-1980s, India
has slowly opened up its markets through economic
liberalization. After more fundamental reforms since 1991 and
their renewal in the 2000s, India has progressed towards a free
market economy.

India lives in its villages, and while the cities have
grown immensely over the last 20 years, rural areas have not
seen that kind of development. For India’s economy to be
strong, the rural economy needs to grow. Rural areas are still
plagued by problems of malnourishment, illiteracy,
unemployment and lack of basic infrastructure like schools,
colleges, hospitals, sanitation, etc. Our villages need to grow
in tandem with cities and standard of life has to improve there
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for inclusive growth to happen. If rural India is poor, India is
poor.

Rural development is not merely development of
rural areas but also the development of the rural people into
self-reliant and self-sustaining modern little communities.
Rural development in the country is designed to enhance the
socio-economic living conditions for the people living in rural
India while conserving their culture and rich tradition. The
Government seeks to achieve higher targets related to rural
production, employment and higher living standards which
will pave the way for all round economic development of the
country. This includes setting up basic infrastructure and
facilities such as medical facilities, schools, and transport
facilities, apart from scheme implementation related to
improving rural employment, agricultural productivity and
rural industrialization.

The rural population in India suffers from a great deal
of indebtedness and is subject to exploitation in the credit
market due to high interest rates and the lack of convenient
access to credit. Rural households need credit for investing in
agriculture and smoothening out seasonal fluctuations in
earnings. Since cash flows and savings in rural areas for the
majority of households are small, rural households typically
tend to rely on credit for other consumption needs like
education, food, housing, household functions, etc. Rural
households need access to financial institutions that can
provide them with credit at lower rates and at reasonable terms
than the traditional money-lender and thereby help them avoid
debt-traps that are common in rural India.

The Regional Rural Banks have been growing in
importance since their inception in 1975 as special institutions
playing a catalyst role in the development of rural areas. They
have been playing a significant role in financing the weaker
sections of the community in the rural areas and also in
inculcating banking habit among rural masses. Regional Rural
Banks were set up with a view to developing the rural
economy by providing credit and other facilities, particularly
to the small and marginal farmers, agricultural laborers’,
artisans and small entrepreneurs. Being local level institutions,
RRBs together with commercial and co-operative banks, were
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assigned a critical role to play in the delivery of agriculture
and rural credit.

The RRBs’ were established, “with a view to develop
the rural economy by providing for the purpose of
development of agriculture, trade, commerce, industry and
other productive activities in the rural areas, credit and other
facilities, particularly to small and marginal farmers,
agricultural laborers, artisans and small entrepreneurs and for
matters connected therewith and incidental thereto.” (The
RRB Act, 1996)

It can be affirmed that the RRBs were established as
a new set of State sponsored, rural-oriented, region-based, low
cost banks, having the ethos of cooperatives and business
acumen of commercial banks for providing credit in rural
areas, particularly to the relevant weaker sections of the
society. It would be fair to say that RRBs have succeeded in
spreading the banking services to far flung rural areas,
mobilizing rural savings, opening up new avenues for rural
poor through institutional credit and generating employment
opportunities. However, the mandate of financing only their
target group borrowers, coupled with an administered interest
rate structure, poor recovery performance, increasing
establishment cost, and low level of operational efficiency
have resulted in RRBs incurring losses and losing their
financial viability from their inception.

Il. LITERATURE REVIEW

Institutional finance is the lifeblood of modern
economic system without which no system can survive. In
agricultural development also its role is crucial. Adequate
institutional credit is considered to be the most important
factor, which if suitably provided, will go a long way to put
the economy of the farmers especially the small and marginal
farmers on a sound footing (Selvaraj 1998). So agriculture and
rural development has been on the priority agenda of our
policy makers since independence and considerable efforts
have been made to develop the rural credit system as means of
rural development (Joshi 1997, Tyagi and Singh 1998).

According to NABARD (1986) published “A study
on RRBs viability”, which was conducted by Agriculture
Finance Corporation in 1986 on behalf of NABARD. The
study indicated the resource mobility and implementation in
rural areas. In the year 1989 for the first time, the
conceptualization of the entire structure of Regional Rural
Banks was challenged by the Agricultural Credit Review
Committee. Which argued that these banks have no justifiable
cause for continuance and recommended their mergers with
sponsor banks. The Committee was of the view that “the
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weaknesses of RRBs are widespread to the system and non-
viability is built into it, and the only option was to merge the
Regional rural Banks with the sponsor banks.

The Committee on Financial Systems, 1991
(Narasimham Committee) stressed the poor financial health of
the RRBs to the exclusion of every other performance
indicator. 172 of the 196 RRBs were recorded unprofitable
with an aggregate loan recovery performance of 41.8 percent.

Dr. B.K. Jha (2008) determined the effective banking
services in rural areas can be able to promote the rural
entrepreneurship and improve the picture of rural India. Syed
Ibrahim (2010) has given that the performance of rural banks
in India has significantly improved after amalgamation
process which has been initiated by the Government of India.

Megha and Aparna Bhatia (2013) opined that the
overall position of Regional Rural Banks in India has
improved during the post amalgamation period, though the
number of Regional Rural Banks has decreased.

Jayaramaiah et.al (2013) confirmed that the overall
growth of the economy and poverty alleviation depend upon
the system which is providing affordable credit by the
financial institutions that stimulates sustainable economic
growth through the supply of credit in general and to the rural
sector in particular.

I11. AIMS AND OBJECTIVES

This paper focuses on highlighting the unbeatable
role of the Regional Rural Banks in the upliftment of the rural
India. It aims to understand the invaluable contribution of
these banks towards fulfilling the objectives of enrichment and
betterment of the overall quality of the rural life through
appropriate Economic development of manpower resources,
infrastructural facilities and provision of minimum needs and
livelihood.

IV.RESEARCH METHODOLOGY

In order to achieve the research objectives the blend
of deductive and inductive research approach is selected,
whereas qualitative research method is utilized. The research
is based on only publically available information which has
been taken into account. In order to fulfill proposed objectives
data on various facts related to the RRBs and Rural India is
been presented with the help of literature review. The data is
collected using secondary method to fulfill different issues
related to research topic from the published articles, journals,
reports, websites, blogs and academic literatures.

www.ijsart.com



IJSART - Volume 4 Issue 4 — APRIL 2018

Data Collection Method

The present study is empirical in character based on
the analytical method. The study is mainly based on secondary
data which is collected, analyzed and calculated mainly from
annual reports of the NABARD and RBI. Required related
information has collected from journals, conference and
websites.

Financial Performance as 31 March 2016 (audited
position) Post amalgamation, the number of RRBs in the
country as on 31 March 2016 stood at 56, with a network of
20,920 branches covering 644 notified districts in 27 states
and the UT of Pondicherry. At the aggregate level, deposits,
advances and investments as on 31 March 2016 registered a
growth of 14.83 per cent, 14.14 per cent and

4.18 per cent, respectively, while borrowings declined by
19.41 per cent.

Indicators of Performance of RRBs (As on 31 March)
Source: The annual Reports of NABARD from 2016-2017

(Amount in Tcrore)
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2015 to R2,018 crore as on 31 March 2016. The proportion of
RRBs that are sustainably viable i.e. those earning profits and
carrying no accumulated losses had decreased from 84 per
cent (47 out of 56) as on 31 March 2015, to 82 per cent (45
out of 56) as on 31 March 2016.

Profit Position of RRBs in India

The amount of profit of RRBs is swelling from
748.11 crores to 2273 crores and the number of RRBs were
reduced from 196 to 57 (2014). It is the clear indication that
more than 85 percent of RRBs are operating on profitable line.
It is also observed that there is a decline in the number of
RRBs over the years due to the process of amalgamation
increase in the amount of profit of RRBs. This shall be
inferred that the process of amalgamation has enabled the
RRBs to improve their profitability position. It is also
significant to wittiness that the number of loss making RRBs
have reduced from 30 to nil and amount of loss declined from
1545 crores to zero. From the above, it is evident that better
operative utilization of the bank funds and increased
efficiency of RRBs.

Profit Position of RRBs in India

Indicators
No.of ARBS % 5% eam No. of RRBs|RRBs IN Profit| Amount of Profit RRBs in Loss| Amount of loss|Net Profit (Rs)
Branch Network (No.) 20,024 2090
- 2007-08] 91 82 1383.69 8 55.58 1328.11
Share Capltel 197.00 6,387.00 2008-09 86 80 1823.55 6 3591 1787.64
2009-10] 82 79 2514.83 3 5.65 2509.18
Stare Capita Depost 647600 2010-11] 82 75 2420.75 7 71.32 2349.43
Tier Il bonds 97.00 2011-12 82 79 1886.15 3 28.87 1857.28
Resees 187120 DEE0 . - B : W
DEDUSiTS 27301800 313499.00 2014-15 56 59 3211 0 21.4 2459.43
LI b Ll 2015-16 56 69 3916 0 223 1937.28
Borrowings 59,422.00 47,888.00 2016-17 56 79 415 0 25.1 2392.93
Investments 16278100 169,592.00
(ross Loans & Advances Outstaﬂdmg 1,80965.00 2,06,038.00 KEY INDICATORS OF RRBS AS ON 31 MARCH 2015
RRBs earning Proft (No) il 50 e
Amount of Profit (A) 292100 220600 ;ﬂ [Yame of RRE e 5‘;";: ;'m‘l — SMBU": — T"‘:'fN"' ‘;::n ”;‘:;‘r’:
RHBS incurring Losses (NOI 5 6 Covered| Urban politan | Branches| Bra;:l;:s
Amourt of Lossgs (B) 17600 16800
Net Proftt of RRBs (A - B 2,745.00 201800 _
1 4 5 6 T 8 9 10 1 12
Accumulated Losses 1072.00 1,050.00 | |AndhaPradeshGVE |Andhes  [SBI EEL I 728 458 1843
RRBs with accumulated losses (No) 8 8 T [AndbraPragsthiGB  [Andhrs  [Syndieste E ST S o 4m EE IR
ReCOVEW [U/a\ [AS on 30 JUHE) 7950 8255 3 |Chaitanya Godavari GB [Andhra Andhra 3 ER 43 13| 0 158 127 384)
NPA to ‘OEIHS OUtSTEHd\ﬂg (%] 615 680 4 |Saptagiri GB Andhra ndian i 1135 41 13 0 170 167 6921
Net Woﬂh 2401 1 OO 2609900 3 |Arunachal PradeshRB |Arunachal [SEI 8 21 4 ] 0 27| 0 99|
£ |Aszam GVB Assam [United 23] 308 82| 16| 0 406 171 214
7 [LangpiDshangi GB Assam [T 2 30 7| 0 0 =7 4 213
Fifty RRBs were in profit and 6 were in loss during B GB Biw  [oco of 23 s 1 9 aw 2w 119
2015-16. The aggregate profit earned which stood at R2,921 P [edBReTE R [NB RS
crore during 2014-15, declined to R2,206 crore during 2015- [« P = B s s s O s s
. 11 |Ch izparh Rajva GB  [Ch iz SBI 7 464 80 40| 0 ] 2001
16. The aggregate losses reported increased from R176 crore i i _
; i 12 [Baroda Gujarat GB Gujarat [BoB 14 14 39 § 16 2140f 23] 670)
during 2014-15 to R188 crore during 2015-16. The overall net e TP e T T R T A

profit of RRBs declined from R2,745 crore as on 31 March
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14 [Beurashta GB Gujarst  [sB1 @ s 3 0 234 1 543 Owne Total
15 fervabaryanaGB  [Haryana  FNB 2] s61 90 44 0 887 [T ISEIT raeeT: d Ownae Outstanding
16 [Himackal Pradssb GB [Himschal | FNB 1 T ] T 9 21 B Y S Fund d |Borrowines From
17 [EllsquaiDshstiBank &K SBI 13 108 14| 13 0 133 o 409) MNao. Char| Shar | Rese Fund NAB [Spons| Oth
18 [lammu & Rashmie G5 [J&R &K EEE T [E S < < Eren ARD| or |ers®
[ 53 [Bol T I 1] 1] o] 239 153 859 Capi|Capit
20 [Vananchal GB [oarkhand  [SBI o 1sq 23] q 0 209 R tal | al Bank
21 [KaveriGB [Kemstaka  [SBAL wl s 52 3 13 433 103 1714 Depo
77 [Famatka Vikas G5 [Kematlba  [Syndicats E T I L O T I zit
13 PrasathiKeishus OB [Ramstaka  [Canars FY T T R BT 336 3344
73 [Rerala GB wrala Canars T g a5 564 EEE 1k 1 4 5 6 7 g g
15 [Nammads lhabusGB P [Bel T 234 s3] 1§ 35 1T 57 [Andhra
26 [Madhyanchal GB i 54 I B I I I B T q sy [Pradash 5300|8908, 10B0(11743305173494 §12130
27 [Cenwal MFGB ] cal B I I R S s 1629 1 |GVE 001 30[26.18 4.65 424 4 74
s GB BOLT T 267 s8¢ 0] a9l T 17|
|Andhra 3003934 [ 1429014 716/1363 288373 63340,
1 [Prasathi GE| 00| 26)/27.2§ 1.64 3.78 08 53
KEY INDICATORS OF RRBs AS ON 31 MARCH 2015 Chaitanva
(Amountin °. Lakh) Godavari | 2005442 17920186 71(73055127607) 862.5
o, of - 3 |IGB ad Il 704 26l 7T 15 1
Sr. [Name of RRB State Sponsor | No. of Branches TotalNo.| Tltra | No.of
No. Bank | District [Rural Semi | Urbadiitrs] of | Small | Staff
Covered Urhan politan| Branches Br&ﬂ';u Saptagiri 2001577, 2104[32820(13114 2372,
- 4 |GE 00 03[ 3.031 .08 2.09 0.00 B0
e - B o oy n_lon |Arunachal | 100.(3169. £260,467.2
29 [Vidharbhs Konkan GB [Maharashira [Bol T e 1wy 1 3 s 270 1269 s |PeadeshRE| 00 04| 0.00 04 ol o0l 000
30 [Manipur BB Tamipur  [Onited T 29 B 5%
31 pMeghalayaRE Meghalaya EBI EL I I S s 9 e |Aszam 400 |B363 3199400542507 6R210.5 6795,
37 Mizoram KB Tizoramm  [SEI 5 47 13 1 0 77 0 330 i IGVE aa 75 1.39 J64 1 pl 46
33 Magaland B agsland 5L 1 d 4 q 9 10 o 39
T3 [Ddisha GramyaBank  [Disha o8 I G L i 47| 357 2289 Langpi ] -
33 UGB Déika  [BEL P I O I I T Dehansi 10025941 17011 4795, 13‘:4'1136'?
GE 0d 12 68 B0 0d il 4.79
36 [Puduvai Bhasathiar GB [Puducherry [lndian T 5 9 9 9 3] 0 91
37 alwa GB Punjab =3 E I 73] o 34 T 1431361:314245I
3% [Pumjab GB Pumisb  [PNB T 203 3y 0] 9 264 o 108 i [Bihar GB 00| 458 3.64] 23 7.90l664.54 0.00
35 [butle) GB Pumab  [p&s g 24 7 1 0 34 o 1
40 [BarodaFajasthan KGE [Rajesthan  [BOB o s w4 o 7 1s4s] 318 Mhiadhva 4003932 41234 786220435|12762) 443 1.
Rajasthan Marndhars % [Bihar GBE 00 37 0200 .87 9.8 0.46 25
41 |[GB Rajasthan  [SEE] [ T T IS O T 643 2211
42 [Pallavan GramaBank TN ndien. EEEEEE T 60 609 [Uttar Bihar | 2800 4463 344 3|708853 25 7E(10B9E[ TO3E,
13 Pandysn GramaBank  [TN OB Te| 145 117 7 ] 270 178 1048 10 |GB 0al 4.36] 0.92 OBl 649 1.45 58
94 [Tzlanzana GB T 3233 36| 28 13| a3 g 134 _ _
45 [TripueaGB [Tripuea  [Umited 8 o1 a1 10 0] 149 9 784 Chhattisgar | 500.| 2108 4795|8084621378/12013) 1370,
S E _ _ 11 hEajva GB 00f .11 7RO 91| .66 440 87
36 [Allhabad UPGB [oP Allahabad T 551 70| 29 0| esa| 1043 zo4
77 [GB of Amyavart i [BoT T[4 118 33 28 e4n] 134|334 Baroda 3002004 | 1150(14100[26995/@531 4
45 [Berods UPGB [ue [BOB W s 73| 26 18] 694 o 3799 12 |Gujarst GB o 68| s.08 79l 49 sl 0.00
49 [Rashi Gomati 5GB [UP [Onion 8 342 5| 8 0] a1 a 1908
50 [Prathams GB 3 Svndicats I 254 28 22 0 302 125 ls83 [Dana 3005223 16542206536348
51 Purvenchal Bamk  [UP 5B 1 so4 48 13 0  sm| 1963 2664 13 |Gujarat GB 0o 390 2120 .81 93 0.00)63.48
7 [arvaUP GB lue e B W 1
e TR T T R e /T e Saurashtra (3002133 15347179280 6267(11249f 1239
_ 1~ - ) N 14 |GE o0 43 464 .07 51 01 79
54 Banziy=GVE B [Caited T 493 e8| 23 0]  #84 It T
33 PasckimBangaGE  [WB [oco [ S W 11 Carva
56 [Utarbanza KGB WB [cBT L T 161 653 [Harvans 4004227 1236)13820[1883TH 7791 6038,
15 |GB 0d 6(65.20 2,76 9.51 02 a8
KEY INDICATORS OF RRBs AS ON 31 MARCH 2015 Himachal |200.(1342) 1035(12096[2980537646
PIRN =] 2 2.7 . 53 3 0.
(AmOUﬂtIﬂ . Lakh) 16 [Pradesh GE| 00 & Elsngg 03 0.00
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[Ellagusi g
Dizhati 100.| 181 7317,
17 Bk 00| .08 0.00 19 000 0.0
[Tammu &
Eashmir | 200.|0516.(6802| 16519 31087|1066.7]
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Wanamchal |200.| 1329(121.1f13621] 11236f2823.1] 778.1
0 |GB 00| 203 g .11 .3 §
400.[4207 ] 3205| 37447 5076120010 4664,
21 Eaveri GE | 00| 26 031 &M 53 87 2o
Eamarska | 400.[1007 [ 1304 13282] 15812f75108 (31511
12 [Viks: GE 00| 323114 546 3.0 off 25
[Drazathi 500.[ 5266 2278 0814513420 1204
13 [Erishna GE | 00| 56 1o4f &0 6359 0.0 g
200|841 4] 543758218 30705[11868 [ 3325
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V.STEP FOR IMPROVEMENT

The Regional rural Banks in order to provide
regularized services and to ensure the development of the rural
India must take the following steps:

1. These banks must try to reach out to the needy
through micro-credit and Self-Help Groups.

2. It shall provide easy and affordable services through
the best use of technology.

3. Expand its reach in the rural areas through alternate
channels.

4. Attention should be given to the financial inclusion
of unbanked rural area.

5. Improvement in service levels in rural areas.

V1. CONCLUSION

Development of the rural economy is essential in
order to ensure a balanced economic growth. The various
problems faced by the rural sector such as: illiteracy, lack of
access to basic services of electricity, sanitation, drinking
water etc. can be overcome if adequate credit facilities are
provided. The initiative taken by the RBI to set-up the
Regional Rural Banks and other such banks to promote
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banking in the rural India has come as a boom for these areas.
In the present study, the role of RRBs in the rural credits
structure has been deeply analyzed. The rural credit structure
consists of priority sector and the non-priority sector. There
has been tremendous achievement in disbursing loans to both
the sectors. Though the banks are not left untouched by the
challenges, yet an ample amount of opportunity is waiting to
be grasped by these banks.
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