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ABSTRACT 

Regional rural Banks plays a vital role in the agriculture and rural 

development of India. The RRBS have more reached to the rural area of 

India, through their huge network. The success of rural credit in India is 

largely depends on their financial strength. RRBs are key financing 

institution at the rural level which shoulders responsibility of meeting credit 

needs of different types of agriculture credit in rural areas. At present, most 

of the regional rural banks are facing the problems of overdue, recovery, 

nonperforming assets and other problems. Therefore, it is necessary to study 

financial performance of RRBs in India. This paper attempts to analyze the 

current status with financial performance of RRBs in India as on 31
st
 March 

2011. The study is based on secondary data collected form annual reports of 

NABARD and RBI. An analytical research design of Key Performance 

Indicators Analysis such as number of banks and branches, deposits, loans, 

loans, investments and growth rate index is followed in the present study. 

The study is diagnostic and exploratory in nature and makes use of 

secondary data. The study finds and concludes that performance of RRBs 

has significantly improved 

Keywords: Regional Rural Banks, Key Performance Indicators, Growth 

Rate, Rural Economy, NABARD.  

INTRODUCTION 

Regional Rural Banks have been in existence for around 36 years in the Indian financial 

scene. The institution of Regional Rural Banks (RRBs) was created to meet the excess 

demand for institutional credit in the rural areas, particularly among the economically and 

socially marginalized sections. The Banking Commission (1972) recommended establish an 

alternative institution for rural credit and ultimately Government of India established 

Regional Rural Banks as a separate institution basically for rural credit on the basis of the 

recommendations of the Working Group under the Chairmanship of Shri M. Narashimham. 

In order to provide access to low-cost banking facilities to the poor, the Narashimham 

Working Group (1975) proposed the establishment of a new set of banks, as institutions 

which “combine the local feel and the familiarity with rural problems which the cooperatives 
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possess and the degree of business organization, ability to mobilize deposits, access to 

central money markets and modernized outlook which the commercial banks have”.  

Subsequently, the Regional Rural Banks were setup through the promulgation of RRB Act of 

1976. The RRBs Act, 1976 succinctly sums up this overall vision to sub-serve both the 

developmental and the redistributive objectives. The RRBs were established “with a view to 

developing 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 labourers, artisans and 

small entrepreneurs, and for matters connected therewith and incidental thereto”. Their 

equity is held by the Central Government, Concerned State Government and the Sponsor 

Bank in the proportion of 50:15:35 respectively. 

REVIEW OF LITERATURE 

A number of studies have been conducted to see the functioning and performance of regional 

rural bank in the country. The literature available in the working and performance of RRBs 

in India is a little limited. The literature obtained by investigators in the form of reports of 

various committees, commissions and working groups established by the Union 

Government, NABARD and Reserve Bank of India, the research studies, articles of 

researchers, bank officials, economists and the comments of economic analysts and news is 

briefly reviewed in this part. Some of the related literatures of reviews are as follows. 

NABARD (1986) published “A study on RRBs viability”, which was conducted by 

Agriculture Finance Corporation in 1986 on behalf of NABARD. The study revealed that 

viability of RRBs was essentially dependent upon the fund management strategy, margin 

between resources mobility and their deployment and on the control exercised on current and 

future costs with advances. The proportion of the establishment costs to total cost and 

expansion of branches were the critical factors, which affected their viability. The study 

further concluded that RRBs incurred losses due to defects in their systems as such, there 

was need to rectify these and make them viable. The main suggestions of the study included 

improvement in the infrastructure facilities and opening of branches by commercial banks in 

such areas where RRBs were already in function. 

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 (Khusro 

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 

weaknesses of RRBs are endemic to the system and non-viability is built into it, and the only 

option was to merge the RRBs with the sponsor banks. The objective of serving the weaker 

sections effectively could be achieved only by self-sustaining credit institutions.”  
 

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 

40.8 percent. (June 1993). The low equity base of these banks (paid up capital of Rs. 25 

lakhs) didn't cover for the loan losses of most RRBs. In the case of a few RRBs, there had 

also been an erosion of public deposits, besides capital. In order to impart viability to the 

operations of RRBs, the Narasimham Committee suggested that the RRBs should be 



ABHINAV 

NATIONAL MONTHLY REFEREED JOURNAL OF REASEARCH IN COMMERCE & MANAGEMENT 

www.abhinavjournal.com 

VOLUME NO.2, ISSUE NO.2                                                                      ISSN 2277-1166  

 3 

permitted to engage in all types of banking business and should not be forced to restrict their 

operations to the target groups, a proposal which was readily accepted. This recommendation 

marked a major turning point in the functioning of RRBs.  

The contemporary literature on banking efficiency spells out two distinct approaches to 

measure efficiency (1) accounting measure (2) economic measure.  

Accounting measure refers to the use of various financial ratios that focus on one or more 

outputs and their relevant inputs to measure the performance of a banking unit. The financial 

ratio approach has been widely used by the researchers and working groups/committees to 

analyze the performance of RRBs. Most of the studies on the performance evaluation of 

RRBs concentrated on the banks in particular state/region. Some of the studies are: Singh 

(1992) analyzed the performance of RRBs banks in Punjab. Prasad (2003) evaluated the 

performance of RRBs in India. Moreover, Pati (2005) developed the performance of RRBs 

in the north-east region. The study of Bagchi and Hadi (2006) concentrated on the 

performance of regional rural banks in West Bengal. Few studies also exist in the literature 

which concentrated on the efficiency of a single regional rural bank. Some of the studies 

conducted so far are: Sudhaker et al., (1984) evaluated the performance of Cauvery Grameen 

Bank in Mysore district; Parmar (1986) assessed the performance of Banaskantha Mehsane 

Grameen Bank in Gujarat; Sangwan (1988) analyzed the performance of Chattanja Grameen 

Bank in Andhra Pradesh; Jagadeesha et al., (1990) evaluated the performance of 

Tungabhadra Garmeen Bank in Karnataka. Further, Hosamani (2002) explored the 

performance of Malaprabha Garmeen Bank in Karnataka and Yadappanvar and Nath (2003) 

assessed the performance of Aurangabad and Jalna Grameen Bank in Maharashtra. Though 

financial accounting ratios are simple to use and relatively easy to understand, but their use 

to measure bank performance is plagued by various problems. As a precautionary measure, 

regulatory frame works (such as CAMEL rating) based on these ratios has been put in place 

in most of the supervisory systems across the globe. Further, Sherman and Gold (1985) 

noted that financial ratios do not capture the long-term performance. This measure also helps 

in the analysis of bank’s performance in terms of individual parameters determining the 

overall efficiency level as it is difficult to precisely measure the efficiency of banks.  

Therefore, in recent years, there is a trend towards measuring bank performance using 

economic measure. This measure provides accurate, composite and precise estimate of 

efficiency of banks comparing each bank against the top performers in the banking industry. 

A scan of the existing literature on the efficiency of Indian banks provides that there exists 

various studies that analyzed the efficiency of Indian commercial banks using most 

popularly used parametric technique of Stochastic Frontier Analysis (SFA) and non-

parametric technique of Data Envelopment Analysis. The notable studies belonging to this 

group are: Noulas and Ketkar (1996), Bhattacharyya et al., (1997), Das (1997), Saha and 

Ravisankar (2000), Mukherjee et al., (2002), Kumar and Verma (2003), De Kumar (2004), 

Chakrabarti and Chawla (2005), etc. To the author’s knowledge, there is virtually no study 

except Reddy (2005), Khankhoje (2008), Sathye (2008) and Mohindra (2011) which 

analyzed the performance of RRBs by using Frontier and Data Envelopment Analysis 

approach respectively. 
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OBJECTIVES OF THE STUDY 

 To measure financial performance of Regional Rural banks in India.  

 To analyze the key performance indicators of RRBs in India  

 To evaluate progress of the RRBs as on 31
st
 March 2011. 

 To make important suggestions to improve the working of RRBs. 

HYPOTHESIS OF THE STUDY 

 The RRBs in India have made a substantial quantitative progress. 

 The macro performance is highly substantial. 

PROBLEMS OF THE STUDY 

 First and important problem of the research work is analysis of financial data. 

 Information from NABARD and RBI was difficult to be obtained. 

SIGNIFICANCE/ IMPORTANCE OF THE STUDY 

The research study is significant to evaluate financial performance of RRBs in India. The 

results/ findings of the present study are useful to the policy planners in their efforts to 

improve the working of the RRBs in India. 

SCOPE AND COVERAGE OF THE STUDY  

 It covers all RRBs working in India. 

 The study covers a specific period of 2010-2011 i.e. after globalization and 

amalgamation. 

 There is macro evaluation of performance of all the RRBs in India. 

AREA OF THE STUDY  

The study is based on the performance of RRBs in India. Therefore, study covers all RRBs 

in India to the fulfillment of objectives of the study. 

RESEARCH METHODOLOGY 

The financial performance of the RRBs in India has been analyzed with the help of key 

performance indicators. The year 2010-2011 was taken as the current year and year 2009-

2010 was base year for the calculation of growth rate. Analytical Techniques Employed- 

Growth rate analysis was undertaken with a view to studying financial performance related 

to the RRBs. Growth rate is measured with the help of following formula- 

Growth Rate = Yt -Yt-1 / Yt-1 

Yt= Current Year, yt-1=Base Year. 

Research Design 

The present study is diagnostic and exploratory in nature and makes use of secondary data. 

The study is confined only to the specific areas like number of branches, district coverage, 
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deposits mobilized, credits and investments made by the Indian Regional Rural Banks 

(RRBs) for the year 2010-11. 

Method of Data Collection 

The present study is empirical in character based on the analytical method. The study is 

mainly based on secondary data which is collected, compiled and calculated mainly from 

annual reports of the NABARD and RBI. Other related information collected from journals, 

conference proceedings and websites.  

Key Performance Indicators and Growth of RRBs  

Table No. 1 presents the key performance indicators of RRBs. 

Table 1. Key Performance Indicators of RRBs in India as on 31
st
 March 2011 

Sr

No 

Name of RRB State Sponsor 

Bank 

Dist 

Cov 

Bran

-ches 

Owned Fund Total 

Owned 

Fund 
Share 

Cap. 

Share C. 

Dep. 

Reserves 

1 2 3 4 5 6 7 8 9 10 

1 Andhra Pradesh 

GVB 

Andhra Pra. SBI 8 553 500 8908.50 41901.43 51309.93 

2 Andhra Pragathi 

GB 

Andhra Pra. Syndicate 

Bank 

5 385 300 3934.26 79740.98 83975.24 

3 Chaitanya 

Godavari GB 

Andhra Pra. Andhra 

Bank 

3 105 200 544.22 7630.19 8274.41 

4 Deccan GB Andhra Pra. SB 

Hyderabad 

5 226 400 1407.23 19854.46 21661.69 

5 Saptagiri GB Andhra Pra. Indian Bank 2 144 200 1577.05 11428.33 13205.38 

6 Arunachal 

Pradesh RB 

Arunachal 

Pra 

SBI 16 22 100 3931.04 0.00 4031.04 

7 Assam GVB Assam UBI 25 362 400 8563.25 7363.67 16326.92 

8 Langpai Dehangi 

GB 

Assam SBI 2 46 100 2506.12 0.00 2606.12 

9 Bihar Kshetriya 

GB 

Bihar UCO Bank 8 164 300 10335.23 81.29 10716.52 

10 Madhya Bihar 

GB 

Bihar PNB 11 421 400 5932.37 14666.05 20998.42 

11 Samastipur KGB Bihar  SBI 1 68 100 4528.36 0.00 4628.36 

12 Uttar Bihar GB Bihar CBI 18 884 800 44654.37 216.39 45670.76 

13 Durg 

Rajnandgaon GB 

Chhattisgarh Dena Bank 3 112 100 2583.03 3229.06 5912.09 

14 Sarguja Kshetriya 

GB 

Chhattisgarh CBI 2 90 100 633.92 5708.90 6442.82 

15 Chhattisgarh GB Chhattisgarh SBI 14 266 300 8472.16 4788.64 13560.80 

16 Baroda Gujarat 

GB 

Gujarat BOB 12 134 300 2004.68 8068.68 10373.36 

17 Dena Gujarat GB Gujarat Dena Bank 7 145 300 3223.39 9295.81 12819.20 

18 Saurashtra GB Gujarat SB 

Saurashtra 

7 167 300 2153.43 5978.88 8432.31 

19 Gurgaon GB Haryana Syndicate 

Bank 

7 186 100 1821.76 49686.30 51608.06 

20 Haryana GB Haryana PNB 16 229 300 2405.80 24108.28 26814.08 



ABHINAV 

NATIONAL MONTHLY REFEREED JOURNAL OF REASEARCH IN COMMERCE & MANAGEMENT 

www.abhinavjournal.com 

VOLUME NO.2, ISSUE NO.2                                                                      ISSN 2277-1166  

 6 

21 Himachal GB Himachal 

Pra. 

PNB 11 125 100 1065.33 5526.90 6692.23 

22 Parvatiya GB, 

Chamba 

Himachal 

Pra. 

SBI 1 33 100 278.29 1364.24 1742.53 

23 Ellaquai Dehati 

Bank 

J & K SBI 13 111 100 12151.98 0.00 12251.98 

24 J & K GB J & K J & K Bank 11 176 200 6116.30 6596.73 12913.03 

25 Jharkhand GB Jharkhand BOI 15 221 400 7102.17 0.00 7502.17 

26 Vananchal GB Jharkhand SBI 9 188 200 8264.93 0.00 8464.93 

27 Cauvery 

Kalpatharu GB 

Karnataka SB Mysore 7 215 200 2769.23 12696.33 15665.56 

28 Chikmangalur 

Kodagu 

Karnataka Corporation 

Ban 

2 53 100 829.78 1119.41 2049.19 

29 Karnataka Vikas 

GB 

Karnataka Syndicate 

Bank 

9 451 400 1997.32 68710.61 71107.93 

30 Krishna GB Karnataka SBI 3 139 100 1875.77 14062.72 16038.49 

31 Pragathi GB Karnataka Canara Bank 8 368 400 3990.79 47826.93 52217.72 

32 Visveshvaraya 

GB 

Karnataka Vijaya Bank 1 30 100 423.25 2294.10 2817.35 

33 North Malabar 

GB 

Kerala Syndicate 

Bank 

7 185 100 0.00 18113.96 18213.96 

34 South Malabar 

GB 

Kerala Canara Bank 8 235 100 641.43 22774.65 25516.08 

35 Jhabua Dhar 

KGB 

M P BOB 3 80 100 3831.51 0.00 3931.51 

36 Madhya Bharat 

GB 

M P SBI 8 223 300 7397.04 1935.41 9632.45 

37 Mahakaushal 

KGB 

M P UCO Bank 3 43 100 3325.29 0.00 3425.29 

38 Narmada Malwa 

GB 

M P BOI 10 214 400 4293.60 12069.93 16763.53 

39 Rewa Sidhi GB M P UBI 3 100 100 812.67 4084.08 4996.75 

40 Satpura Narmada 

KGB 

M P CBI 20 348 700 7195.44 4417.76 12313.20 

41 Sharda GB M P Allahabad 

Bank 

1 63 100 1598.79 3724.24 5423.03 

42 Vidisha Bhopal 

KGB 

M P SB Indore 2 27 100 526.54 3782.40 4408.94 

43 Maharashtra GB Maharashtra BO 

Maharashtra 

16 329 300 14768.62 2322.68 17391.30 

44 Vidharbha KGB Maharashtra CBI 5 96 300 1475.87 2688.19 4464.06 

45 Wainganga KGB Maharashtra BOI 12 182 400 6449.40 54.48 6903.88 

46 Manipur Rural 

Bank 

Manipur UBI 9 27 100 2202.03 10.37 2312.40 

47 Meghalaya Rural 

Bank 

Meghalaya SBI 6 58 100 159.76 5722.25 5982.01 

48 Mizoram Rural 

Bank 

Mizoram SBI 8 62 100 803.82 620.89 1524.71 

49 Nagaland Rural 

Bank 

Nagaland SBI 5 8 100 481.80 0.00 581.80 

50 Baitarani Gramya 

Bank 

Odisha BOI 2 104 100 3420.18 0.00 3520.18 
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51 Kalinga Gramya  Odisha UCO Bank 6 183 200 27765.85 5.55 27971.40 

52 Neelachal 

Gramya  

Odisha Indian 

Overseas  

5 174 200 3314.82 182.50 3697.32 

53 Rushikulya  

Gramya 

Odisha Andhra 

Bank 

2 81 100 1815.27 2190.41 4105.68 

54 Utkal Gramya 

Bank 

Odisha SBI 15 333 300 19304.04 11.31 19615.35 

55 Puduvai 

Bharathiar GB 

Puducherry Indian Bank 2 26 100 475.50 45.47 620.97 

56 Malwa GB Punjab SB Patiala 5 53 100 0.00 8754.05 8854.05 

57 Punjab GB Punjab PNB 11 178 300 1949.88 33395.91 35645.79 

58 Sutlej GB Punjab P & Sind 

Bank 

6 30 100 86.76 2547.49 2734.25 

59 Mewar Aanchalik 

GB 

Rajasthan ICICI Bank 3 58 100 1447.45 40.19 1587.64 

60 Baroda Rajasthan 

GB 

Rajasthan BOB 13 175 500 8632.70 1458.83 10591.53 

61 Hadoti GB Rajasthan CBI 3 84 100 600.32 2057.68 2758.00 

62 Jaipur Thar GB Rajasthan UCO Bank 6 213 200 2578.79 10565.88 13344.67 

63 MGB GB Rajasthan SB B & J 6 218 300 3635.95 8331.02 12266.97 

64 Rajasthan GB Rajasthan PNB 5 220 200 4400.78 15380.22 19981.00 

65 Pallavan Grama 

Bank 

Tamil Nadu Indian Bank 15 110 200 455.78 8479.22 9135.00 

66 Pandyan Grama 

Bank 

Tamil Nadu Indian 

Overseas 

15 203 100 2939.67 14982.73 18022.40 

67 Tripura GB Tripura UBI 4 113 100 13261.00 57.97 13418.97 

68 Allahabad UP 

GB 

U P Allahabad 

Bank 

11 507 600 5592.79 50543.92 56736.71 

69 Aryavart GB U P BOI 7 309 300 1213.82 50162.48 51676.30 

70 Ballia-Etawah 

GB 

U P CBI 4 139 200 3151.30 3574.11 6925.41 

71 Baroda UP GB U P BOB 14 673 900 11551.27 30824.21 43275.48 

72 Kashi Gomti 

Samyut 

U P UBI 8 361 300 4260.60 34812.29 39372.89 

73 Kshetriya Kisan 

GB  

U P UP State 

Corp B 

2 63 100 3510.78 0.00 3610.78 

74 Prathama GB  U P Syndicate 

Bank 

3 212 100 774.76 46663.78 47538.54 

75 Purvanchal GB U P SBI 7 380 200 221.99 42612.16 43034.15 

76 Sarva UP GB U P PNB 14 310 600 4577.81 15985.05 21162.86 

77 Shreyas GB U P Canara Bank 7 203 300 3769.05 25717.52 29786.57 

78 Nainatal Almora 

KGB 

Uttaranchal BOB 4 61 100 1012.93 4915.93 6028.86 

79 Uttaranchal GB Uttaranchal SBI 9 142 300 1001.94 5241.47 6543.41 

80 Bangiya GVB West Bengal UBI 11 552 500 37380.22 0.00 37880.22 

81 Paschim Banga 

GB 

West Bengal UCO Bank 4 216 300 4801.95 752.01 5853.96 

82 Uttar Banga KGB West Bengal CBI 3 119 100 5779.13 0.00 5879.13 

 All India Total    620 1600

1 

19700 407634.0

0 

956557.9

6 

1383891.9

6 
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…………..Table Continue From Sr. No. 10. 

Borrowing Deposit Invest-

ment 

Loan Loan Issued  

During 

Period 

Rec. 

% 

NPAT Loss 

Amt. 

Net 
NPA 

% 

Productivity 

Branch Staff 

11 12 13 14 15 16 17 18 19 20 21 

195464.16 479472.22 214728.34 489443.27 382719.01 80.85 10812.92 0.00 3.08 1752.11 433.71 

174377.68 407905.10 208420.13 429101.49 332446.30 73.26 13012.89 0.00 0.46 2174.04 422.09 

40083.87 75915.46 31294.79 84741.34 68001.54 71.25 866.38 0.00 1.00 1530.06 425.02 

59084.16 260094.44 119362.37 196615.85 102443.41 79.40 4510.54 0.00 2.22 2020.84 532.30 

69082.85 155361.64 39755.14 175474.83 172518.48 88.46 2652.72 0.00 0.00 2297.48 571.39 

1389.32 23139.73 16299.29 4884.38 1788.44 66.18 0.00 211.57 7.42 1273.82 333.62 

7622.04 437640.05 250278.97 207282.63 74349.79 70.31 3537.62 0.00 3.33 1781.55 372.14 

4598.34 27667.63 18290.65 15617.99 7145.27 84.48 545.16 0.00 1.36 940.99 251.66 

33242.60 139492.25 117402.24 49927.93 45157.45 59.39 1582.35 0.00 2.38 1155.00 270.99 

4719.50 425091.86 266233.39 175751.26 139934.00 90.47 5109.47 0.00 4.93 1427.11 327.06 

24390.88 46530.96 46673.28 27564.72 27896.38 63.94 476.36 0.00 4.18 1089.64 263.69 

32857.91 767534.87 447069.00 345974.19 261281.00 59.27 13048.36 0.00 1.52 1259.63 360.94 

9007.07 112459.30 81724.59 32439.65 14385.00 80.93 1060.91 0.00 1.73 1293.74 374.42 

1753.71 104526.26 75.34.18 34036.24 17110.62 80.18 1665.23 0.00 2.44 1539.58 407.54 

15175.11 228975.79 171868.05 76557.75 41964.09 77.95 3711.17 0.00 6.21 1448.62 290.98 

16296.61 137188.29 102619.14 52599.57 28346.03 76.16 855.30 0.00 4.95 1416.33 360.81 

21370.99 188222.38 140071.66 72586.19 55709.79 83.84 1259.62 0.00 2.62 1798.68 450.45 

10378.52 138152.22 45207.88 80154.23 69859.41 83.88 537.68 0.00 0.08 1307.22 320.10 

39315.21 396735.81 271249.23 182082.11 119936.48 83.57 7426.76 0.00 1.96 3111.92 608.00 

72884.28 348100.71 96927.00 328771.00 401721.00 85.21 5271.62 0.00 -.10 2955.77 821.45 

18458.22 133330.03 93687.20 49777.66 33588.81 90.29 470.58 0.00 1.71 1464.86 402.43 

950.00 22582.32 6961.51 16563.00 8127.74 89.01 190.49 0.00 1.57 1486.52 313.24 

2672.59 49719.17 25659.00 21414.37 9759.62 86.85 0.00 647.21 1.62 640.84 206.18 

11503.47 159499.38 39137.92 52138.65 23569.26 76.42 622.06 0.00 3.69 1202.49 279.21 

7953.62 184156.98 126412.14 53162.55 34999.00 76.38 1642.71 0.00 1.55 1073.84 280.19 

18391.57 156355.21 117191.01 55580.08 23943.54 47.65 170.18 0.00 3.86 1127.32 271.02 

24826.37 218707.62 79384.17 170888.77 99469.99 83.64 1918.10 0.00 0.90 1812.08 415.79 

926.38 35434.00 13991.56 23158.97 10560.72 59.24 60.51 0.00 6.30 1105.53 294.44 

115706.10 540570.19 138214.00 364081.41 217784.01 76.51 9517.38 0.00 0.00 2005.88 398.35 

34163.72 128687.52 28127.80 122475.50 56514.40 91.30 2188.33 0.00 0.88 1806.93 460.01 

95789.94 481259.74 219735.00 434951.00 276584.00 80.14 5286.84 0.00 3.23 2489.70 462.73 

773.03 24239.62 5888.00 15895.95 15570.19 82.24 270.72 0.00 3.45 1337.85 334.46 

114301.48 218997.22 57963.68 251441.92 262659.22 85.93 1473.84 0.00 2.05 2542.91 425.35 

191648.13 296416.29 72921.27 311300.35 352403.14 92.47 1232.58 0.00 1.74 2586.03 400.60 
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1681.72 68795.35 42843.05 27899.64 20659.18 79.28 227.87 0.00 5.55 1208.69 291.25 

55209.60 180249.85 120909.71 105902.46 79771.00 79.40 191.32 0.00 4.51 1283.19 297.46 

4169.41 27943.52 21009.06 8818.18 4446.12 71.18 0.00 49.58 9.62 854.92 225.53 

30160.10 203252.25 96698.19 143607.70 110408.97 87.42 3911.84 0.00 0.00 1620.84 418.41 

1826.43 113783.09 85182.75 23146.46 8142.30 61.15 405.63 0.00 6.93 1369.30 355.66 

43054.10 302637.53 168396.71 174234.00 105791.00 75.03 0.00 1352.25 9.87 1370.32 361.54 

1909.11 72005.65 48608.25 21637.00 8807.13 73.15 901.55 0.00 0.66 1486.39 427.59 

4547.55 42485.43 26857.13 23392.15 20559.39 87.03 359.15 0.00 1.03 2439.91 716.06 

19301.55 274335.86 85110.97 144541.73 80862.80 65.50 1220.90 0.00 2.29 1273.18 322.96 

16141.91 72527.00 36336.37 39116.85 23823.34 70.15 99.09 0.00 2.64 1162.96 265.82 

7659.88 126291.99 57281.64 71108.02 37048.76 75.58 80.97 0.00 3.60 1084.62 282.00 

233.90 9547.40 4258.24 3262.12 717.67 40.58 0.00 542.20 24.9 474.43 156.21 

3134.91 67741.88 47131.84 21615.45 12248.75 78.80 789.17 0.00 2.84 1540.64 349.05 

8722.32 65575.04 17354.04 29388.82 16016.39 82.12 334.93 0.00 7.53 1531.68 369.51 

837.66 4218.69 3161.80 1073.57 537.98 68.62 0.00 91.81 5.84 661.53 143.03 

5234.05 113086.03 45783.99 64215.86 24469.59 82.15 29.03 0.00 2.62 1704.83 347.65 

20065.89 169160.05 55398.73 96186.35 40509.51 67.29 671.00 0.00 2.99 1449.98 297.59 

20481.68 239799.20 67721.83 123315.84 60515.00 79.04 2634.04 0.00 1.24 2086.87 422.72 

3816.30 92285.67 55331.64 41103.35 27766.39 59.00 364.67 0.00 1.28 1646.78 410.43 

33174.43 267898.46 61351.20 159566.11 55186.51 71.66 959.90 0.00 4.50 1283.68 287.85 

3301.90 9228.54 2004.82 9823.24 12725.00 97.03 74.75 0.00 -.30 762.07 322.91 

15250.07 56383.55 27896.29 47161.58 56488.86 94.23 935.35 0.00 1.38 1953.68 474.98 

98001.06 225249.80 213731.33 147350.82 206804.91 93.58 4180.60 0.00 0.11 2093.26 572.35 

6376040 22171.57 14284.34 15781.91 22406.78 95.47 167.56 0.00 .012 1265.12 602.44 

1744.55 48189.51 14362.81 17169.42 8991.57 88.35 108.98 0.00 2.79 1126.86 287.92 

50417.46 227582.74 109331.25 167899.07 118016.00 87.62 2813.80 0.00 1.91 1438.12 338.60 

14298.79 87421.23 38974.00 58581.48 44422.53 93.11 303.43 0.00 1.07 1738.13 411.28 

34765.85 189273.82 123750.45 101168.90 64966.49 82.58 1436.06 0.00 2.38 1363.58 326.71 

59752.38 200100.40 92494.52 162645.36 115833.71 92.21 2442.08 0.00 0.66 1663.97 441.8. 

70270.28 238281.62 52250.03 180292.88 160480.25 90.35 2728.07 0.00 -.05 1902.61 463.54 

27627.38 68250.43 15613.09 84003.41 98288.72 85.47 1207.43 0.00 1.66 1384.13 441.32 

114641.30 210288.86 48371.00 253150.83 348370.04 95.79 4507.00 0.00 -.09 2282.95 537.01 

10526.96 225430.10 112018.10 99401.26 34740.22 79.76 1742.86 0.00 0.99 2874.61 485.55 

44251.29 530114.91 261578.13 312022.98 196743.14 64.34 7019.81 0.00 1.33 1661.02 398.17 

51346.20 388975.47 267057.22 193294.72 97784.96 77.66 8482.25 0.00 0.00 1884.37 395.30 

3294.14 132994.19 85619.90 48392.00 17882.00 67.58 129.32 0.00 6.42 1304.94 327.41 

67190.41 833905.09 598534.33 263781.69 140578.77 67.74 7285.60 0.00 0.00 1631.04 352.27 

2833.18 458690.26 335878.73 131131.19 34265.26 60.64 1136.10 0.00 9.03 1633.85 354.89 
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8206.96 47622.79 24540.39 24145.79 14149.02 74.86 452.34 0.00 7.37 1139.18 265.81 

46231.53 281679.97 70092.82 219999.35 116329.00 81.87 4460.19 0.00 0.00 2366.41 415.30 

24302.33 351457.33 239032.00 166382.06 138378.00 65.69 2528.66 0.00 2.60 1362.74 275.74 

44054.52 290294.02 202232.10 160194.46 137813.06 85.21 2389.28 0.00 1.56 1453.19 335.93 

39586.59 292118.76 199756.89 169829.95 151686.31 90.52 2801.56 0.00 0.97 2275.61 465.67 

4079.59 64975.46 18852.54 35678.73 19045.35 80.81 471.35 0.00 1.01 1650.07 382.72 

3018.05 98418.04 30099.22 53666.72 15542.65 82.71 560.59 0.00 5.11 1071.02 303.62 

22691.78 598953.25 292041.00 286438.00 182839.00 76.29 1833.73 0.00 2.94 1603.97 296.91 

19211.17 264633.47 177011.00 84395.84 81892.85 72.55 0.00 4237.42 7.41 1615.88 295.54 

9286.37 116756.72 53125.00 70422.00 35399.00 77.87 219.37 0.00 0.72 1572.93 267.02 

2649080.50 16623234.1

0 

8651044.05 9891743.10 7172418.76 81.18 178586.56 7132.0

4 

2.05 1657.08 377.96 

Source: Reports of NABARD and RBI.                                             (Figures: - Rs. in Crore) 

SUMMERY/ OBSERVATION OF THE STUDY (FINDINGS) 

Sources of Funds 

The sources of funds of RRBs comprise of owned fund, deposits, borrowings from 

NABARD, Sponsor Banks and other sources including SIDBI and National Housing Bank. 

Owned Funds 

The owned funds of RRBs comprising of share capital, share capital deposits received from 

the shareholders and the reserves stood at   13838.92 crore as on 31 March 2011 as against 

  12247.16 crore as on 31 March 2010; registering a growth of 13.0%. The increase in 

owned funds to the tune of  1591.76 crore was mainly on account of accretion to reserves 

by the profit making RRBs. The share capital and share capital deposits together amounted 

to   4273 crore of total owned fund while the balance amount of   9566 crore represented 

reserves. 

Deposits 

Deposits of RRBs increased from   145035 crore to   166232.34 crore during the year 

registering growth rate of 14.60%. Gurgaon GB reported the highest deposit growth rate of 

37%. There are Sixteen (16) RRBs having deposits of more than   3000 crore each. 

Borrowings 

Borrowings of RRBs increased from   18770 crore as on 31 March 2010 to  26490.81 

crore as on 31 March 2011 registering an increase of 41.10% . Borrowings viz-a-viz the 

gross loan outstanding constituted 26.8% as against 22.7% in the previous year. 

Uses of Funds 

The uses of funds of RRBs comprise of investments and loans and advances. 
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Investments 

The investment of RRBs increased from   79379.16 crore as on 31 March 2010 to   

86510.44 crore as on 31 March 2011 registering an increase of 8.98%. SLR investments 

amounted to   45022 crore where as non-SLR investments stood at   41488 crore. The 

Investment Deposit Ratio (IDR) of RRBs progressively declined over the years from 72% as 

on 31.3.2001 to 52.04 % as on 31 March 2011.  

Loans & Advances 

During the year the loans outstanding increased by   16098.33 crore to   98917.43 crore as 

on 31 March 2011 registering a growth rate of 19.4% over the previous year. Meghalaya 

Rural Bank recorded the highest growth rate of 35% during the year 2010-11. 

Loans Issued 

Total loans issued by RRBs during the year increased to   71724.19 crore from   56079.24 

crore during the previous year registering a growth of 27.90%. Samastipur KGB reported 

highest growth rate of 123% during 2010-11 followed by Andhra Pradesh GVB at 112%. 

Working Results 

Profitability 

75 RRBs (out of 82 RRBs) have earned profit (before tax) to the extent of   2420.75 crore 

during the year 2010-2011. The profit was marginally lower than the previous year. After 

payment of Income Tax of   634.22 crore, the net profit aggregated to   1786.53 crore. The 

remaining 7 RRBs incurred loss to the tune of   71.32 crore. 

Accumulated Losses 

As on 31 March 2011, 23 of the 82 RRBs continued to have accumulated losses to the tune 

of   1532.39 crore as against   1775.06 crore (27 RRBs) as on 31 March 2010. The 

accumulated loss decreased by  242.67 crore during the year under review. 

Non-performing Assets (NPA) 

The Gross NPA of RRBs stood at  3712 crore as on 31.03.2011 (i.e.3.75%). The percentage 

of Net NPA of RRBs has shown an increase from 1.8% to 2.05% during the year. The data 

revealed that 15 RRBs had gross NPA percentage of less than 2%, whereas 33 RRBs had it 

above 5%. 

Recovery Performance 

There has been an improvement in the recovery percentage during 2009-10 from 80.09% as 

on 30 June 2009 to 81.18% as on 30 June 2010. The aggregate overdues, however, increased 

by  934 crore to  9805 crore as on 30 June 2010.  

Credit Deposit Ratio 

The aggregate CDR of RRBs increased over the years from 57.10% as on 31 March 2010 to 

59.51% as on 31 March 2011. Eight of the RRBs reported CDR of more than 100%.  
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Productivity of Branch and Staff 

The branch productivity increased to  16.57 crore in 2010-11 from  14.72 crore in 2009-10 

with a growth of 12.57%. Similarly, staff productivity in 2010-11 increased to  3.78 crore 

from  3.70 crore in 2009-10 with a growth of 2.16%.  

Policy Initiatives during the Year 2010-2011 

1. Capital Infusion for improving CRAR 

Consequent upon the decision taken in the Finance Minister’s Review Meeting of RRBs 

dated 18.08.2009, a Committee was constituted by Government of India, Ministry of 

Finance, Department of Financial Services under the Chairmanship of Dr. K.C. Chakrabarty, 

Deputy Governor, Reserve Bank of India, to examine the financials of RRBs with reference 

to CRAR and suggest a roadmap for achieving a CRAR of 9% by March 2012. As per Dr. 

K.C. Chakarbarty Committee Report recapitalization to 40 selected RRBs in 21 states was 

started in 2010-11. The recapitalization amount is to be shared by the stake holders in 

proportion of their shareholding i.e. 50%, 35% and 15% by Central Government, concerned 

sponsor banks and State Government. As per approved scheme, the release of Central 

Government share is subject to proportionate share by the Central Government, concerned 

sponsor banks and State Government. A sum of  66.49 crore was released to 5 RRBs during 

2010-11. 

Accepting the recommendations of the committee, the GOI along with other shareholders 

decided to recapitalize the RRBs by infusing funds to the extent of  2200 Crore. The 

implementation is already underway and is expected to be completed during 2012-13. 

2. Regional Rural Bank Service Regulations 2010 

Based on the recommendations of Amaresh Kumar Committee, the GOI issued the RRB    

Service Regulations 2010.  

3. Regional Rural Bank Appointment and Promotion Rules 2010 

GOI also notified the RRB Appointment and Promotion Rules 2010, in July 2010. 

4. Technology Innovation through Core Banking Solutions (CBS) 

The RRBs were required to ensure that their branches are put on CBS platform so that they 

can provide hassle free and any where banking services to their clients. 80 RRBs have since 

been fully migrated to CBS as on 30m September 2011. NABARD is providing financial 

assistance to identified 28 weak RRBs to the extent of 40% for core banking solution from 

Financial Inclusion Technology Funds (FITF) and rest of the cost will be shared by the 

Sponsor Bank (50%) and the RRB (10%) 

5. Financial Inclusion 

As envisaged by the Government of India, RRBs as a group have become a strong 

intermediary for financial inclusion in rural areas by opening a large number of “No frills” 

accounts and by financing under General Credit Card (GCC), as per RBI guidelines. Total 

number of accounts stood at  1310.17 lakhs in March 2011 which was  1188.67 lakhs in 

March 2010. 
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6. Interest Subvention to RRBs 

The continuance of the interest subvention scheme was announced in the Union budget 

2010-11. Interest subvention of 1.5% per annum was available to RRBs for deploying their 

own funds for crop loan up to  3 lakhs per farmer, provided the ultimate borrower get such 

loans at 7% interest per annum. An additional subvention of 2% was announced during the 

year to those farmers who repaid crop loans promptly within one year of disbursement. Thus, 

the interest paid on crop loans by such farmers was effectively at the rate of 5%. 

Problems (Weaknesses) of RRBs 

Although RRBs had a rapid expansion of branch network and increase in volume of 

business, these institutions went through a very difficult evolutionary process due to the 

following problems. 

1. Very limited area of operations 

2. High risk due to exposure only to the target group 

3. Public perception that RRBs are poor man's banks 

4. Mounting losses due to non-viable level of operations in branches located at 

resource-poor areas. 

5. Switch over to narrow investment banking as a turn-over strategy 

6. Heavy reliance on sponsor banks for investment avenues with low returns barring 

exceptions, step-motherly treatment from sponsor banks. 

7. Chairman of RRBs under the direction of Regional Managers appointed as Board of 

Directors by sponsor banks 

8. Burden of government subsidy schemes and inadequate knowledge of customers 

leading to low quality assets 

9. Unionized staff with low commitment to profit orientation and functional efficiency. 

10. Inadequate skills in treasury management for profit orientation 

11. Inadequate exposure and skills to innovate products limiting the lending portfolios 

12. Inadequate effort to achieve desired levels of excellence in staff competence for 

managing the affairs and business as an independent entity 

13. Serious undermining of the Board by compulsions to look up to sponsor banks, GOI, 

NABARD and RBI for most decisions. 

14. RRB hampered by an across the board ban on recruitment of staff. 

SUGGESTIONS (RECOMMENDATIONS) FOR IMROVEMENT OF RRBs 

1. Government should encourage and support banks to take appropriate steps in rural 

development.  

2. Efforts should be made to ensure that the non-interest cost of credit to small 

borrowers is kept as low as possible.  
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3. Policy should be made by government for opening more branches in weaker and 

remote areas of state. 

4. Productivity can be improved by controlling the costs and increasing the income.  

5. To participation cost, subsidy should be adjusted towards the end of the transaction 

for which loan assistance is sanctioned.  

6. Government should take firm action against the defaulters and shouldn’t make 

popular announcements like waiving of loans.  

7. The RRBs have to make an important change in their decision making with regard to 

their investments.   

8. The RRBs have to be very careful and reduce the operating expenses, because it has 

been found from our study that these expenses have increased the total expenditure 

of the banks. 

9. The RRBs have to give due preference to the micro-credit scheme and encourage in 

the formation of self help group. 

10. Cooperative societies may be allowed to sponsor or co-sponsor with commercial 

banks in the establishment of the RRB.  

11. A uniform pattern of interest rate structure should be devised for the rural financial 

agencies.  

12. The RRB must strengthen effective credit administration by way of credit appraisal, 

monitoring the progress of loans and their efficient recovery.  

13. The credit policy of the RRB should be based on the group approach of financing 

rural activities.  

14. The RRB may relax their procedure for lending and make them easier for village 

borrowers. 

CONCLUSION 

To conclude, the rapid expansion of RRB has helped in reducing substantially the regional 

disparities in respect of banking facilities in India. The efforts made by RRB in branch 

expansion, deposit mobilization, rural development and credit deployment in weaker section 

of rural areas are appreciable. RRB successfully achieve its objectives like to take banking to 

door steps of rural households particularly in banking deprived rural area, to avail easy and 

cheaper credit to weaker rural section who are dependent on private lenders, to encourage 

rural savings for productive activities, to generate employment in rural areas and to bring 

down the cost of purveying credit in rural areas. Thus RRB is providing the strongest 

banking network. Government should take some effective remedial steps to make Rural 

Banks viable. 

Regional Rural Banks plays a key role as an important vehicle of credit delivery in rural 

areas with the objective of credit dispersal to small, marginal farmers & socio economically 

weaker section of population for the development of agriculture, trade and industry .But still 

its commercial viability has been questioned due to its limited business flexibility, smaller 
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size of loan & high risk in loan & advances. Rural banks need to remove lack of 

transparency in their operation which leads to unequal relationship between banker and 

customer. Banking staff should interact more with their customers to overcome this problem. 

Banks should open their branches in areas where customers are not able to avail banking 

facilities. In this competitive era, RRBs have to concentrate on speedy, qualitative and secure 

banking services to retain existing customers and attract potential customers. 
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