
© May 2023| IJIRT | Volume 9 Issue 12 | ISSN: 2349-6002 

IJIRT 159512 INTERNATIONAL JOURNAL OF INNOVATIVE RESEARCH IN TECHNOLOGY 45 

A Review Study of Regional Rural Bank and its Impact 

on Agriculture Sector 

 

 

Dr. Mala Singh 

Assistant Professor, Deptt.of Commerce, Heeralal Ramniwas P.G.College,Khalilabad,Santkabir Nagar 

(Affiliated to Siddharth University,Kapilvastu,Siddharth Nagar) 

 

Abstract-Regional Rural Banks play a crucial role within 

the agriculture and rural improvement of India. RRBs 

effectively achieved the goal of taking banking to your 

step of rural households to avail smooth and less 

expensive credit facility and other economic services. 

The principle objectives of this look at are to find the 

need, functions, objectives, and demanding situations of 

RRBs in addition to also look at the economic statement 

of RRBs. Which turned into published by way of 

NABARD (Mumbai) to find what number of RRBs 

survive nowadays and in which country or district they 

cater their services.nearby rural Banks performs a 

critical role inside the agriculture and rural 

improvement of India. The RRBS have more reached to 

the rural region of India, through their big community. 

The achievement of rural credit in India is largely 

depends on their monetary electricity. RRBs are key 

financing group at the agricultural degree which 

shoulders duty of assembly credit score desires of 

different forms of agriculture credit in rural regions. At 

present, maximum of the regional rural banks are facing 

the issues of overdue, recuperation, nonperforming 

assets and other issues. consequently, it is necessary to 

study economic performance of RRBs in India. 
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INTRODUCTION 

 

Facilitation of rural credit score is an vital part of the 

progress of a growing country in India. After 

independence policymakers wanted to raise formal 

institutional credit score keeping in a view to reduce 

the function of non-institutional credit score sources 

like money lenders, traders, landlords, commission 

marketers, credit score shape household and so on. a 

good way to meet the credit desires of the rural human 

beings in India local Rural bank (RRB) is initiated in 

early 70's. Small man's bank with a local feel and 

supported via both crucial and country government, 

Reserve financial institution of India and subsidized 

financial institution is the function of RRBs. The Goal 

of the take a look at is to assess the performance of 

RRBs in rural India and to do so the challenges placed 

earlier than RRBs. The Amount of success is evaluated 

to initiate RRBs via making use of numerous 

parameters like rural credit objectives and 

achievements; Direct and oblique credit score in 

Agricultural and allied activities, credit score deposit 

ratio is applied to degree the position of RRB as 

foremost facilitator of rural credit score in India. On 

the idea of secondary statistics the examine made an 

try to examine the aforesaid difficulty. Within the 

multiagency technique to offer credit score to 

agriculture, nearby Rural Banks (RRB’s) have special 

region. they may be state subsidized, regionally 

primarily based and rural orientated business banks. 

the govt.. of India, in July 1975, appointed a running 

institution to take a look at extensive the trouble of 

devising alternative agencies to offer institutional 

credit to the rural people within the context of steps 

then initiated beneath the 20 point monetary 

Programme. The working group diagnosed diverse 

weaknesses of the co-operative credit score groups and 

the commercial banks and felt that those institutions 

would no longer be capable of fill the nearby and 

practical gaps inside the rural credit system inside an 

inexpensive time period. 

Therefore, it changed into envisaged to combine 

appropriate traits of co-operative banks and 

commercial banks in RRB’s on the equal time, it 

became emphasised that the position of RRB’s might 

be to supplement and now not supplant the other 

institutional corporations already current within the 

area. 

 

Formation and Objective: 
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The Government of India promulgated the nearby 

Rural Banks Ordinance on 26th September 1975, 

which become later replaced by the local Rural 

financial institution Act 1976. The preamble to the Act 

states the objective to expand rural economic system 

through offering credit score and centers for the 

development of agriculture, trade, trade, industry and 

different efficient activities in the rural regions, mainly 

to small and marginal farmers, agricultural labourers, 

artisans and small entrepreneurs. 

 

Capital Structure: 

The RRB Act empowers the critical govt. to open the 

banks every so often at locations where it may do not 

forget it vital. A Nearby Rural financial institution is 

jointly owned through the government. of India, the 

government of worried country and public zone 

financial institution, which sponsored it. The 

permitted capital of each bank is Rs. 1 crore and the 

issued capital is Rs. 25 lakhs; that's held by them in the 

proportion of 50, 15 and 35 per cent respectively. 

every financial institution carries the banking 

commercial enterprise in the nearby limits designated 

with the aid of the govt.. notification. 

 

Organisational Structure: 

The Management of a RRB is vested in a nine-member 

Board of directors headed with the aid of 

• Chairman who's an officer deputed by way of a 

sponsor financial institution but appointed by 

using the govt.. of India. 

• Three Administrators to be nominated the critical 

govt. 

• Administrators to be nominated via the involved 

state government. 

• Three Directors to be nominated by means of the 

sponsor financial institution. 

The Sponsor financial institution, except subscribing 

to the capital and deputing one among its reliable as 

chairman, offers assistance to RRB in several 

approaches such as financial accommodation, 

deputing managerial and different team of workers and 

arranging the recruitment of workforce and their 

training. 

 

Capabilities: 

Every RRB may additionally undertake the following 

varieties of features: 

❖ The Granting of loans and advances specially to 

small and marginal farmers and agricultural 

laboursers personally or to a group, co-operative 

societies, agricultural processing societies, co-

operative farming societies, and so on. 

❖ The Granting of loans and advances to artisans, 

small marketers and small buyers, businessmen, 

and many others. 

The Reserve Financial Institution of India has brought 

RRB’s below the ambit of priority region lending on 

par with the commercial banks. They need to ensure 

that 40 percentage of their advances are accounted for 

the priority zone. in the forty% priority target, 25% 

must visit weaker segment or 10% of their total 

advances to visit weaker segment. 

 

Troubles Associated with RRBs? 

❖ Rising Value: The growing cost of operations of  

nearby Rural Banks (RRBs) as compared to 

scheduled business banks. 

 

 The Government Needs Them to Work Towards 

Increasing Their Income. 

❖ Limited activities: due to the truth that many of 

these branches don't have enough 

❖ Commercial enterprise, they're incurring losses. 

 

In Rural Areas, They Particularly Provide Authorities 

Schemes like Direct Advantage T ransfer. 

❖ Low net Banking: At present most effective 19 

RRBs have internet banking facilities and 37 have 

mobile banking licenses.  

Current Regulations permit best the ones RRBs to 

offer internet banking which maintains minimal 

statutory capital to chance-weighted assets ratio 

(CRAR) of more than 10%. 

 

Local Rural Banks - 

❖ These had been installation as authorities-

sponsored, regional based rural lending 

institutions underneath the local Rural Banks Act, 

1976. 

❖ Challenge of RRBs is to fulfil the credit desires of 

the surprisingly unserved sections in the rural 

areas, small and marginal farmers, agricultural 

labourers and socio-economically weaker 

sections. 

❖ Shareholding pattern of RRBs many of the three 

sponsoring entities is 50: 35: 15 many of the 
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valuable government, sponsoring bank and nation 

government, respectively. as a result, 1 is correct. 

❖ Country wide financial institution for Agriculture 

and Rural improvement (NABARD) 

❖ It's miles a statutory body established in 1982 

below parliamentary Act-country wide bank for 

Agriculture and Rural development Act, 1981. 

❖ It's far accountable for the development of the 

small industries, cottage industries, and any other 

such village or rural initiatives. 

❖ It provides refinance support for constructing 

rural infrastructure and now not directly finance 

rural families. as a result, 2 isn't always accurate. 

❖ It prepares district level credit score plans to 

manual and motivate the banking enterprise in 

achieving targets. 

 

Land development Banks - 

❖ Quasi-industrial banks registered below the 

Cooperative Societies Act, those are institutions 

of debtors in addition to non-borrowers prepared 

at the precept of confined legal responsibility. 

❖ All landowners are eligible to become participants 

and borrow budget by means of mortgaging teir 

land. 

❖ The principal borrower is enrolled as ‘A’ class 

member and others who've an interest in the 

mortgaged property are admitted as ‘B’ 

magnificence members. as a consequence, 

additionally they furnish direct credit score help 

to rural families. 

❖ NABARD stands for the “countrywide financial 

institution for Agriculture and Rural 

development". established in 1982 with 50:50 

contribution from government of India and 

Reserve bank of India. Headquarter is situated in 

Mumbai, India and has nearby workplaces in all 

states. 

❖ It makes a speciality of development in rural 

India, advertising of small scale industries and 

assisting villagers to set up a business from 

handicrafts and different products. 

❖ After independence India needed to attention on 

agricultural finance so in 1981 a committee 

become installation to assess the preparations for 

agricultural and rural improvement. On July 

twelfth, beneath the advice B. Sivaramman 

NABARD changed into formed. 

❖ NABARD is Apex institution India who adjust all 

of the matters of agricultural regulations and 

different monetary sports of rural India. 

❖ NABARD is a refinancing agency for the 

institutions that offer investment and credit score 

to sell the exclusive packages operating for rural 

development. 

❖ It promotes rural credit score financing 

rehabilitation of different schemes, restructures 

the system and makes the credit method smooth 

at micro stage. 

❖ NABARD is answerable for making ready rural 

credit score plans for all of the districts of the 

country. 

 

NABARD Also has Lively Health Establishments 

Running for Rural Upliftment. 

❖ Preserve concord among authorities of India and 

Reserve financial institution of India by 

formulating proper guidelines 

❖ Round 50% of rural credits are being paid out by 

way of cooperative banks and public area banks 

positioned in rural regions. NABARD is within 

the company is accountable to oversee and ensure 

the functioning of the device. 

❖ As a result NABARD works in credit score 

function with the aid of making sure the cash flow 

facilitates the rural corporations to expand and 

promote special studies and education packages. 

❖ Even though Indian economic system shrank due 

to pandemic steps taken by means of NABARD 

and different sustainable models agriculture the 

world saw 2.five % boom. 

Many eyes are searching ahead to the role of 

NABARD in revival of the financial system as many 

applications introduced via the imperative authorities 

like development fund with general corpus of 15000 

Crore, agriculture infrastructure excellent of 1 lakh 

Crore are game changers in displaying effective 

numbers even throughout pandemic. NABARD also 

could be actively studying and enforcing new 

programs and schemes to sell Aatmnirbhar Bharat.In 

the opinion of NABARD chief agriculture sector could 

be driving the put up COVID to be had for the 

economic system. present day requirements 

NABARD is specializing in primary agricultural 

cooperative watersheds in micro food processing. 

 

CONCLUSION 
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After Understanding about NABARD, its functions 

and on the basis of our evaluation we will say that it 

changed into an organization that turned into rightly 

needed with the aid of our government. Specially to 

regulate the agricultural sector of the us of a in my 

opinion and not with the dispensed attention of the 

RBI. Therefore, this financial institution has tested its 

need and by launching new projects, schemes, 

mortgage lending modes it has attempted to solve the 

hassle of finance and development as much as 

possible. 

REFERENCE 

 

[1] "government presents Rs 670-cr support to nearby 

Rural Banks to meet regulatory capital". The 

financial express. 1 November 2020. Retrieved 2 

June 2021. 

[2] Bhattacharjee, Subhomoy (7 September 2019). 

"the most important rewrite of the banking 

records and merger's cultural traps". enterprise 

wellknown India. Retrieved 2 June 2021. 

[3] RRBs 

[4] "Reserve bank intrigues: turned into KC 

Chakrabarty set up?". Moneylife information & 

perspectives. Retrieved 2 June 2021. 

[5] Recapitalization of regional Rural Banks (RRBs) 

to enhance their Capital to risk Weighted assets 

Ratio (CRAR) 

[6] "regional Rural banks revamp in keeping with 

Chakrabarty record". commercial enterprise 

popular India. Retrieved 2 June 2021. 

[7] "Amalgamation of RRBs: 25 merged into 10 in 9 

months - Indian specific". 

archive.indianexpress.com. Retrieved 2 June 

2021. 

[8] "Reserve financial institution of India - reviews". 

www.rbi.org.in. Retrieved 2 June 2021. 

[9] "Mega enhance to regional Rural Banks: 

government to infuse ₹670 crore". mint. 1 

November 2020. Retrieved 2 June 2021. 

[10] The local Rural Banks Act, 1976 

[11]  "listing of SCB". 

[12] "Nabard - project". Archived from the authentic 

on four March 2016. Retrieved nine December 

2015. 

[13] "RBI sells Nabard stake to executive". 15 October 

2010. Retrieved 28 December 2011. 

[14] "NABARD". Archived from the unique on 2 

September 2011. Retrieved eleven September 

2011. 

[15] "approximately Us". NABFOUNDATION. 

Retrieved Martinmas 2022. 

[16]  "local office:: NABARD". 

www.nabskillnabard.org. Retrieved 4 July 2020. 

[17]  "NABARD is an group and is in the commercial 

enterprise of development". 

[18]  EDA and APMAS Self-assist agencies in India: 

A observe of the lights and sunglasses, CARE, 

CRS, USAID and GTZ, 2006, p. 11 

[19] "NABARD - national financial institution For 

Agriculture And Rural improvement". 

www.nabard.org. Retrieved 18 September 2018. 

[20] bank, the sector (31 January 1986). "India - 

national bank For Agriculture and Rural 

development (NABARD) credit score 

assignment". worldbank.org. Retrieved 17 

September 2018. 

[21] "India: Rural Cooperative credit Restructuring 

and improvement application" (PDF). Retrieved 

17 September 2017. 

[22] "Nabard can assist alternate face of rural India". 

The Hindu business Line. 28 June 2010. Archived 

from the unique on 14 September 2010. Retrieved 

1 September 2010. 

[23] "Archived copy" (PDF). Archived from the 

unique (PDF) on Bastille Day 2014. Retrieved 

nine June 2014. 

[24] "NABARD – SDC rural innovation fund". India 

microfinance.com. Retrieved 1 September 2010. 

[25]  Vrajlal ok. Sapovadia (13 might also 2007). 

"evaluating Effectiveness amongst Cooperatives 

vis-a-vis other Social Institutes - A Case take a 

look at of Nabard's Rural Innovation Fund & 

different Schemes". SSRN 985884. 

[26] Kulkarni, Mahesh (12 April 2010). "india lags in 

using Nabard rural infra fund". enterprise 

fashionable India. commercial enterprise-

general.com. Retrieved 1 September 2010. 

[27]  "countrywide bank for Agriculture and Rural 

improvement". Nabard.org. Archived from the 

original on 29 September 2010. Retrieved 1 

September 2010. 


