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ABSTRACT 

At present time, RRBs are having on rural regions in India. Their role in providing timely 

credit and essential services is indeed crucial for the development and well-being of rural 

communities, which constitute a significant portion of the country's population. Relying on 

information from NABARD's yearly reports provides a solid basis for understanding the 

economic and financial performance of RRBs. 

By effectively utilizing their financial potential and capabilities, RRBs can continue to 

contribute significantly to the growth and prosperity of rural areas. Their ability to provide 

various facilities and services tailored to the needs of rural populations underscores their 

importance as key economic and financial institutions at the grassroots level. 

As RRBs continue to demonstrate remarkable growth and effectiveness, it reinforces the 

importance of ongoing support and investment in these institutions to further empower 

rural communities and drive inclusive economic development across India. 
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INTRODUCTION 

The insights provided by the NABARD report from 2012 shed light on the significant 

challenge of limited access to financial services for the economically disadvantaged, 

hindering their participation in inclusive growth. Indeed, banks play a pivotal role in driving 

economic progress, and the establishment of RRBs under the RRBs Act of 1976 was a 

strategic move aimed at addressing this issue. 

By focusing on providing timely credit and various services tailored to the needs of small and 

marginal farmers, artisans, agricultural laborers, and small entrepreneurs, RRBs were 

envisioned as catalysts for fostering economic activities in rural areas. Their mandate 

extends beyond merely facilitating financial transactions; they serve as crucial enablers for 

accelerating agricultural, commercial, and industrial activities in rural regions. 
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In the context of India, RRBs serve as vital links between traditional savings and investments 

in organized industries, while also extending financial services to non-banking sectors of the 

economy. This multifaceted role underscores the pivotal position RRBs occupy in driving 

inclusive economic growth and fostering development across various sectors in rural India. 

The journey of Regional Rural Banks (RRBs) in India, which began in 1975, has evolved 

significantly over the years, with RRBs becoming an integral part of the rural financial 

landscape. The idea of establishing rural banks was initially proposed by the Banking 

Commission in 1972, highlighting the need for specialized financial institutions to cater to 

the rural masses. 

Over time, various measures have been implemented to enhance the efficiency and 

effectiveness of RRBs. Consultations with organizations like NABARD, state-level mergers of 

RRBs, and recommendations from committees such as the Vyas Committee in 2004 have 

played pivotal roles in shaping the trajectory of RRBs. 

The merger process, initiated in stages, aimed to streamline operations and improve 

services. The first stage involved merging RRBs within the sponsor bank's jurisdiction to 

create unified units at the state level. Subsequently, state-level mergers were completed, 

further consolidating the RRB network. 

Committees like the one chaired by Sardesai in 2005, commissioned by the RBI, supported 

the merger approach, recognizing it as a means to enhance the efficiency and profitability of 

RRBs. By September 2005, there were 196 RRBs operating in 26 states across 525 districts, 

with a robust network of 14,494 branches. However, following the merger process, the total 

number of RRBs decreased to 88 by 2008. 

This consolidation aimed to create stronger and more resilient RRBs capable of effectively 

serving the rural population and contributing to the overall economic development of rural 

areas. The merger strategy reflects a concerted effort to optimize resources, improve 

governance, and enhance the delivery of financial services to rural communities across India. 

The second stage of the merger process, which commenced in October 2012, marked another 

significant milestone in the evolution of Regional Rural Banks (RRBs) in India. To assess the 

fiscal and financial strength of RRBs and formulate modern strategies, the government 

constituted a committee under the chairmanship of Chakraborty. The committee's primary 

objective was to ensure that RRBs achieved a Capital to Risk-Weighted Assets Ratio (CRAR) 

of 9% by the final deadline of March 2012. 

Following the recommendations of the Chakraborty committee, approximately 40 out of 82 

RRBs across 21 states were recapitalized. This infusion of capital aimed to bolster the 

financial stability of RRBs and enable them to meet regulatory requirements. Additionally, 
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the committee proposed a revised share capital ratio for RRBs, with 50% held by the central 

government, 35% by sponsor banks, and 15% by state governments. 

By the completion of the second stage of the merger, the total number of RRBs had reduced 

to 56, covering approximately 646 districts and operating through 20,905 branches by the 

end of March 2016. These developments underscored the ongoing efforts to strengthen and 

streamline the RRB sector, recognizing its pivotal role in driving economic growth and 

improving the financial landscape of rural regions. 

Various studies, including research conducted by Khan (2013), have highlighted the critical 

role of RRBs in fostering the economic development and financial well-being of rural areas. 

Moreover, assessments of RRBs' collective performance over time have indicated significant 

improvements, aligning with their objectives and demonstrating tangible progress in 

fulfilling their mandate to serve rural communities effectively. 

LITERATURE REVIEW 

There are several authors who studied about the various features of RRBs and determine 

various outcomes and identically quoted there are remarkable enhancements in the 

performance and RRBs will be way for effective and successive economy of India. 

In 2014, explained that the current study shows the performance in various capable areas of 

Andhra Pradesh Grameen Vikas Bank, it offers monetary support to the farmers and labors. 

Andhra Pradesh Grameen Vikas Bank attain the highest business standard of Rs. 10680 

crores when compared it to all other RRBs in Andhra Pradesh during FY2011-12. The Andhra 

Pradesh Grameen Vikas Bank has been consistently concentrating on the constant 

agricultural growth of Andhra Pradesh and make reach to every farmer and labors. 

The Performance Evaluation of Regional Rural Banks in India, This analysis determining that 

the performance of RRBs in India has consistently enhanced over time, as several steps for 

their enhancement were launched by the GOI after the merger process 

The current paper has made an endeavor to consider three viewpoints. Particularly the 

development example of the Regional Rural Banks, the manner in which these banks loans 

and disseminate credit in the rural segment, and the difficulties they looked in their method 

of activity. India is nation, where limit of its populace is from rural regions, and these 

horticultural and provincial parts assume a critical job in India's general development and 

improvement procedure as far as salary and business age and neediness easing. It has been 

of extraordinary worry to the nation, and the Government of India with the assistance of the 

State Government and the supported banks built up the Regional Rural Banks, which can 

stretch out credit offices to the less advantaged individuals of the need division. The Regional 

Rural Banks have an uncommon job in receiving the multi-organization way to deal with give 
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rural credit to the ranchers and the Agricultural workers in India. These banks are rural 

division situated, state supported, and regionally-based who effectively partake in the credit 

loaning practice and credit stream to the horticultural area. 

The Regional Rural Banks of India are assuming a significant job in developing provincial 

India and have been taking an interest as a fundamental piece of the rural credit structure of 

the nation. The fundamental goal behind the foundation of the Regional Rural Banks in India 

was to give credit office to the provincial individuals of the need area, who are dismissed and 

not monetarily solid, and have no formal monetary organization who can help them in 

getting advances for agrarian purposes or to begin their business all alone, particularly the 

little ranchers, rural craftsman's farming workers and little business visionaries. This 

involves extraordinary worry as the positive job by these Regional Rural Banks can stop 

agriculturist's suicides, which has become a consuming issue in India. The explanation for 

these suicides are overabundance obligation, wrong seed flexibly, low harvest yield, 

nonattendance of water system offices, and ought to be comprehended that passing of 

agriculturist implies demise farming. 

As per the analysis, the paper learns about the Regional Rural Banks that assumed a urgent 

job in the financial improvement of provincial India, these banks gave credit and account to 

the rural mass, who are not monetarily solid, however needs to win their work by going into 

business, or by agribusiness. 

CONCLUSION 

This analysis offers a comprehensive review of prior investigations into the performance of 

Regional Rural Banks (RRBs) in India, providing insights at both the national and state levels. 

The findings of this analysis serve as a valuable resource for future research endeavors 

aimed at understanding and assessing the performance of RRBs in the country. 

The consistent growth and expansion of RRBs have played a significant role in reducing 

regional imbalances in banking facilities across India. Through initiatives such as deposit 

mobilization, branch network expansion, credit disbursal, and rural development 

evaluation, RRBs have effectively addressed the needs of weaker sections of society. 

RRBs have remained committed to their objectives, which include providing banking 

facilities to lower-income sections, offering affordable credit options, and promoting rural 

savings. By extending credit to small and marginal farmers, artisans, and economically 

disadvantaged individuals engaged in agriculture, trade, and industry, RRBs have 

contributed to inclusive economic growth. 

Transparency in operations has been a hallmark of RRBs, fostering trust and stronger 

relationships between customers and bankers. Moreover, RRBs have prioritized the delivery 
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of speedy, confidential, and high-quality banking services to customers, ensuring maximum 

satisfaction and reflecting positively on their financial position. 

Despite mergers with sponsor banks, the branch network of RRBs has continued to expand, 

indicating a commitment to serving rural communities effectively. Key performance 

indicators demonstrate satisfactory financial aspects, particularly in credit disbursal to rural 

areas, further affirming the positive financial and fiscal performance of RRBs. 

In conclusion, the analysis underscores the essential role played by RRBs in providing 

uninterrupted financial services to rural regions, with their performance consistently 

meeting the needs and expectations of stakeholders. 

REFERENCES 

[1] Ahmed, J.U. (2014). The efficacy and working of regional rural banks: an implication in 

Indian context. International Journal of Banking, Risk and Insurance, 2(1), 18-29.  

[2] Annual report of NABARD: Reports (2018). https://www.nabard.org/financial 

report.aspx?cid=505& id=24 (accessed on 10/6/2018)  

[3] Basha, Rao, K. V. Krishna and Rao, (1990), India Co-operative Review: Factors Affecting 

Deposits, Advances and Profits of DCCBs-A case study of Vijayawada Co-operative Central 

Banks Ltd. Vol. XXVIII (4), p.373.  

[4] Bhattacharya A., Lovel, C.A.K., Sashay, P. (1997), "The Impact of Liberalization on the 

Productive Efficiency of Indian Commercial Banks", "European Journal of Operational 

Research", Issue 98, pp.333- 346.  

[5] Chidambaram (2007). Progress of RRBs in India.  

[6] Dhanraj, N. & Sasikumar, R. (2016). Performance evaluation of regional rural banks with 

reference to Telangana Gramin bank, Hyderabad. International Journal of Research in 

Regional Studies, Law, Social Sciences, Journalism and Management Practices, 1(10), 109-

117.  

[7] Geetha, R.S. (2016). Performance evaluation of regional rural banks with reference to 

Krishna Pragathi Gramin bank, Shimogga district. IOSR Journal of Business and Management, 

18(1), 42-56.  

[8] Ibrahim, M.S. (2010). Performance evaluation of regional rural banks in India. 

International Business Research, 3(4), 203-211.  



 

6296 | Meena Kumari        A Study On The Financial Performance Of Regional Rural 

Banks 

[9] Jayaramaiah, N., Anand. M.B. & Ramesh, H. (2013). Rural banking strategies for inclusive 

growth with special reference to rural Karnataka. Acme Intellects International Journal of 

Research in Management, 1(1), 1-17  

[10] Khan, S. S., & Ansari, A. A. (2018). A Study on the Performance of Regional Rural Banks 

in India. Global Journal for Research Analysis, 7(2).  

[11] Khankhoje, D. & Sathye, M. (2008). Efficiency of rural banks: the case of India. 

International Business Research, 1(2), 140-149.  


