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Abstract 
  The existing study has highlighted the role of RRBs for socio-economic development of the beneficiaries. RRBs have had the 
impact because the regulators/policymakers have paid the due economic attention to institutional dimensions to address the problems 
faced by banks to achieve the socio-economic devolvement in rural India. Specifically, a few efforts have been made to redesign the 
perverse institutional arrangements which gave the rise to incompatible incentive structures for stakeholders such as politicians, 
policymakers, stockholders, bank personnel, clients, etc. It has been recommended that the next reforms process would focus to align 
the incentives these stakeholders by giving the greater importance to internal organizational context as well as the larger policy 
environment within which the RRBs operate. Theprimaryobjectiveofthisstudyistoanalyzetheperformance of RRBs in terms of loans 
provided to the priority and non-priority sectors in India andespecially various types of loans such as crop loans, term loans, loans to 
rural artisans, retailtrade,smallscaleindustries and self-help groupsetc. towards the socio-economic development of the rural people in 
India.  The present is based on exploratory research and secondary data in nature. The relevant secondary data have been collected 
mainly through the data bases of Reserve Bank of India (RBI), National Bank for Agriculture and Rural Development (NABARD). 
 
Keywords:RRBs, Loansand Advance,Priority andNon-Priority Sectors,Rural Credit. 
 
Introduction 
  As Father of the Nation, Mahatma Gandhi has rightly said “Real India lies in villages” and village economy is the backbone 
and very vital for Indian economy. Around 70 % Indian population lives in villages still agricultural sector contributes just nearly 17% 
in GDP of Indian economy. The Government of India and concerned State Governments are doing a lot for the growth and 
development of Indian agricultural sector through RRBs to reduce the credit flows provided by local moneylenders and other informal 
financial institutions. However, agricultural sector is the largest foreign exchange earner to India. This can be achievable by structural 
changes in socio-economic condition of rural people to improve the standard of living of low-income working population. To fulfil 
this objective, various plans and programs are being formulated and implemented by Government of India since the beginning of first 
five-year plan in 1951. By which, RRBs were established in India in1975 essentially with the sole purpose of providing the banking 
services to the doorsteps of rural people particularly in areas where banking facilities are not available and untouchable. RRBs are the 
commercial banksin nature no doubt but they adopt some of the basic principles of cooperative natures. Thus, RRBs are the formal 
hybrid financial institutions in rural India. RRBs operate their business under the purview two institutions namely NABARDandRBI. 
 
RegionalRural Banks (RRBs) in India-AnOverview 

RRBs are basically the rural banks in India. Rural people such as small and marginal farmers, landless agricultural laborers, 
artisansand socially and economically backward castes and classes are being normally exploited in the name ofcredit facility by 
informal sectors. The rural credit market basically consists of both formal and informalfinancial institutions and agencies to meet the 
credit needs with cheaper rate of the rural people. Theinformal sector provides the loans at very high rate of interest; the hard terms 
and conditions attached tosuch loans have given rise to an elaborate structure of intimidation of economic and non-
economicconditionsintheruralpeople.Thesupplyoftotalformalcreditisinadequate and rural credit markets are imperfect and fragmented 
in rural India. Moreover, providing the various types of loans and advances to formal sector are unequal particularly with regards to 
region and class, caste andgenderinIndia. 

 
The history of RRBs in India is the dates back to the year 1975. The NarasimhamCommittee conceptualized the concept and 

necessity of RRBs in India. The Committeevisualizedtherequirement of regionallyorientedruralbankswhichwouldaddressthe credit 
problemsandrequirements of the rural people. RRBs were established under theprovisions of an Ordinance promulgated on the 26th 
September, 1975 and the RRB Act, 1975with an objective to ensure the adequate institutional credits to agriculture and other rural 
sectors in India.RRBsmobilize the financialresourcesfromrural/semi-urbanareas in the form of deposits and investment andprovide 
also the same in the form of loansandadvances mostly to small and marginal farmers, agricultural laborers and rural artisans as per 
their requirements. For thepurpose of classification of bank branches, the RBI defines the rural area as a placewith a population of less 
than 10,000. RRBs are jointly owned by Government of India, theconcerned State Governments and some sponsor banks.  The issued 
capital of a RRB is shared through theownership holding in the proportion of 50 %, 15 % and 35 % respectively. The followings are 
main objectives of RRBs. 



 

 

 
 

 

ISSN:2277-7881; IMPACT FACTOR :6.514(2021); IC VALUE:5.16; ISI VALUE:2.286 
Peer Reviewed and Refereed Journal: VOLUME:10, ISSUE:3(1), March :2021 

Online Copy Available: www.ijmer.in 

 

 
76 

 

1. Toprovidecheapandliberalcreditfacilitiestosmallandmarginal farmers,agriculture, 
laborers,artisans,smallentrepreneursandotherweakersections. 

2. Tosavetheruralpoor fromthemoneylenders/informal financial institutions. 
3. Toactasacatalystelementandthereby,acceleratetheeconomicgrowthintheneglected areas in India. 
4. To increase the banking habits among the rural people and mobilize savings in the form of investment for their   economic 

development of rural areas. 
5. Toenhance theemployment opportunities byencouraging the tradeand commerceinruralareas. 
6. Tomotivate the entrepreneurship by providing the credits inrural areas. 
7. Tofulfill theneedsofthebackwardareaswhicharenotcoveredbytheothereffortsof theGovernments. 

 
Thus, RRBs occupy an important position in rural credit in rural areas. RRBs provide the various types of loans to 

needypeople to meet their financial requirements for the purpose of socio-economic development. RRBs provide the credits to both 
priority and non-priority sectors for the growth from the various angles. One is priority sector and the other one is non-prioritysector. 
RRBs also take care of these sectors through the suitable credit policies. RRBs lending to priority sector is an active instrument of 
Indian financial policy with an aimtorestoresectoralbalancewithincreditdisbursementandtochannelize the credittotheweakersections in 
rural areas. Priority sector is a sector which is given priority in offering 
financialservicesbythebanks.Theconceptofprioritysectorwasfirstbroughtintothefinancialsystemin1968whentheGovernment of 
Indiaimposed t h e  socialcontroloverthebanks.Banksweredirectedtolend some percentage of loans to the sectors listed in priority 
sector. There were 3sectors; agriculture, small industry and exports in 1968, since then, the list of segments under prioritysector were 
increased.Right now, it consistsofagriculture,smallscaleindustry,smalltransportoperators, exports, small business housing, self-
employed persons, professionals, education etc.RRBs usually provide the various loans in the form of short-term loans and term loans 
to ruralartisans,small scale industries, retail trade,SHGs, etc. in order to bring the structural changes in rural areas.  

 
Reviewof Literature 
  The existing study on role of RRBs towards socio-economic development occasionally, a few research articles are found in 
research journals and reports in this area. In spite of its significance, it could not attract much attention to researchers in India as it 
deserves. Here, an attempt has been made to review some studies made by researchers in this area in past. The findings of such 
research studies were presented in the following paragraphs. 
  
 Kher (2003) examined the rural credit structure of RRBs in Gujarat state. The study was confined only to the specific areas 
like loans and advances provided by RRBs especially to priority sector and non-priority sectors by taking the study period of 6 years 
starting from 2002-03 to 2008-09. Secondary data was collected for the purpose of study.With the use of percentage and growth rate, 
the study concluded that the disbursement of short terms loans for crops constituted a higher growth rate than that of term loans. 
Further, it was emphasized that agricultural sector needed to be encouraged by providing more amount of term loans for the 
development of rural sector. 
  
 Rathore (2004) evaluated the performance of Avadh Gramin Bank (AGB) in the state of Utter Pradesh. The study period was 
during the period 1991-92 to 2002-03 in order to identify the weaknesses of organization structure, resources mobilization, credit 
extension, costs, profitability and customer-service of AGB. The collected data was analysed by using of ratio analysis, trend analysis 
and funds flow analysis to get the inference. The study concluded that AGB was characterized by shrinking the deposits growth; lower 
C-D ratio, low recovery of advances and high NPAs. The study suggested that AGB could improve its performance by making special 
plans and by fixing the targets at the higher level in order to overcome the highlighted problems and issues. 
  
  Chavan & Pallavi (2004) examined the growth and regional distribution of rural banking over the period 1975-2002. The 
study observed that the economic benefits are made by historical underprivileged region of eastern, northern and central part of India 
during the period of social and development banking system. These economic benefits have been reversed in 1990s in terms of 
cutbacks in rural branches decreasing the credit deposits ratio in the eastern and north-eastern states of India. Their study concluded 
that the policies of financial liberalization have unmistakably worsened the regional inequalities in rural banking. 
  
  Subbaiab et al. (2005)carried out a study on RRBs and agricultural credit. The objective of the study was that RRBs play a 
significant role in financing the target group in rural sector. The study itself was exploratory and descriptive in nature. Secondary data 
was collected for the purpose of the study. The collected data was analyzed through the suitable techniques to get the conclusion.  The 
study found that RRBs have provided the agricultural credit under the three different categories of direct agricultural advances, 
advances for allied activities and indirect advances. The study concluded that the commercial banks are closing down their rural 
branches and concentrating on profit rather than cooperative principles. Hence, RRBs have to play in leading role to provide the 
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credits to rural people for the development of rural sector. Lending by Government institutions is necessary to recover the villages 
from debt and poverty and also to improve the employment opportunity and productivity in rural areas. 
 

Sanap(2012)measured the role and responsibilities of RRBs for rural development. The study was based on secondary data 
and exploratory research in nature. The study concluded that RRBs should encourage the agricultural and non-agricultural sectors by 
providing larger amount of term loans to meet the financial requirements of beneficiaries. As main objective of RRBs are to provide 
the credit to rural people who are not economically sound enough and not getting the credits especially the small and marginal 
farmers, artisans, agricultural labourers and even small entrepreneurs in rural India. RRBs may make more provision to increase the 
percentage of loan to these sectors. The findings of the study may be taken into consideration to set up more rural banking institutions. 
Without the development of the rural economy, the objectives of economic planning will be failure and will remain as dream not to be 
reality. Therefore, banks and other financial institutions have the vital role and come forward for the development of rural economy in 
India.  

 
Murthy et.al (2012) made an empirical study on agricultural credit provided by RRBs. The objectives of the study were to 

evaluate the performance in providing the agricultural credit and also to evolve a package of measures for effective and efficient 
performance of RRBs. Their study was based on both primary and secondary data. The collected data was analysed through the 
suitable tools to get the conclusions. Their study concluded that RRBs play a meagre role as compared to commercial banks and co-
operatives towards institutional credit to agriculture sector. RRBs provided the credit to agriculture sector between 29 % to 47 % and 
low credit amount to non-agriculture sector during the study period. The loan recovery performance of RRBs was also not satisfactory 
during the study period. Due to crop failure, majority of customers were defaulter in repayment of loan amount. Their study suggested 
that the Government of India should provide some schemes to improve the share of RRBs for agriculture credit. NABARD has to 
improve the agricultural credit deployment scheme. For faster the loan recovery, the bank authorities should encourage the managers 
to work hard with sincerity and honesty. Loans should be sanctioned only to genuine customers after analyzing the viability of the 
projects and creditworthiness of customers in order to avoid NPAs. The bankers/government should establish the marketing stalls and 
retail outlets for marketing of agricultural products.  The concerned State Governments should also provide the good irrigation 
facilities throughout the year to farmers to enhance their agricultural outputs. 

 
Rafique &Manwani(2013)highlighted the role of RRBs for the economic development to understand the unbeatable 

contribution to fulfil the objectives of enrichment and betterment of the overall quality through appropriate development of manpower 
resources, infrastructural facilities and provision of minimum needs and livelihood among rural people in India. The deductive and 
inductive research approach was selected as well as qualitative research method was followed for the study to get the inference. The 
study was based on secondary data. After analysed the collected data, the study concluded that the rural economy must be developed 
to ensure for the balanced economic growth. The various problems faced by rural sector such as illiteracy, lack of access to basic 
services of electricity, sanitation, drinking water, etc. must be indentified and should be solved and addressed in priority basis by 
providing the adequate credit facilities to poor people towards their economic upliftment.  RBI should take the initiatives to set-up 
more RRBs and branches and other such other banks to promote the banking services in rural areas.  The role of RRBs in the rural 
credits structure i.e., priority sector and non-priority sector has to be deeply analyzed for the greater economic interest of people. 
There are the huge scopes and opportunities to provide the loan to both these sectors for the purpose of employment opportunities to 
decrease the credit gap in rural areas.  

 
 Kher (2013)analysed the role of rural banks for the development of rural socio-economy. The study was confined to the 
specific area i.e. loan and advance of RRBs to priority and non-priority sectors. The financial data collected from RRBs for the period 
of six years from the year 2002-03 to the year 2008-09. The collected data was analyzed through percentage and growth rate to draw 
the meaningful conclusion. The study concluded that RRBs have the tremendous achievements over the years in providing loans to 
both these sectors for the purpose of socio-economic development of beneficiaries. RRBs have provided to agricultural sector in the 
form of short-term and term-loans towards the development this sector. Simultaneously, RRBs have also provided more short-term 
loans towards cropping than that of term-loans during the study period. The priority sector disbursement loans of RRBs showed an 
increasing trend. The gap between the short-term loans for crop and the term-loans for agricultural and allied activities should be 
minimized. The RRBs should motivate the agricultural sector to sanction more term loans. Rural banking institutions and 
Governments may consider the findings of the study to formulate the appropriate credit structure/ policy for the greater interest of 
beneficiaries. 
 

Shettar (2014) analysed the advances of Union Bank of India towards the socio-economic impact of beneficiaries.  The 
primary data and secondary data were collected for the purpose of the sudy. The collected data and setting hypothesis were analysed 
and interpreted by using the t-test, chi-square test and ANOVA through SPSS statistical package to get the conclusion. The study 
concluded that the urban beneficiaries have the higher socio-economic impacts through the advances as compared to rural 
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beneficiaries. The beneficiaries belong to different age groups have the various socio-economic impacts. The educational 
qualifications, type of family and size of the family, earning members in family and purpose of taking loan of beneficiaries and total 
impact scores are not dependent on each other. The study suggested that Union Bank should reduce the operational cost to enhance the 
income and strengthen the customer relationship to have the better business. The bank should provide more credits to rural 
beneficiaries to meet their financial requirements and the illiterate beneficiaries should avail the credits to take up the economic 
activities to have the more earnings towards their socio-economic development. 

 
Thitte (2014)studied the provision of rural finance to rural people.  Rural finance is very important from economic point of 

view for rural people in India. The rural people are suffering in economically from indebtedness. Government of India has initiated the 
several policies and reforms after independence to promote the rural and agriculture sectors towards sustainable development. His 
study concluded that RRBs have been providing the timely banking services to rural people through their wide branch networks. The 
deposits of RRBs were Rs. 81,476 cr. in the year 2000- 01 which was increased to Rs. 2, 96,559 cr. in the year 2009-10. The 
borrowings amount were Rs. 9,839 cr. from the rural people in the year 2000-01 and were also increased up to Rs. 33,520 cr. in the 
year 2009-10. The investment of RRBs also increased from Rs. 45,363 cr. in 2000-01 to Rs. 1, 45,491 cr.  in the year 2009-10. RRBs 
sanctioned the advances and loans to rural people and were increased up to Rs. 1, 69,926 cr. in the year 2009-10 from Rs. 32,007 cr. in 
the year 2000-01. 

 
Mishra (2014)highlighted the credit system for rural development, agricultural development and requirement of credit after 

independence in rural India. The primary objective of the study was to measure the credit performances of co-operatives, commercial 
banks and RRBs. The study was based on both primary and secondary data. The period of the study was from the year 2001-02 to the 
year 2006-07.  The collected data was analyzed through suitable statistical tools to get the inferences.  The study concluded that share 
of informal agencies in the rural credit has significantly decreased but not completely eliminated. The small and marginal farmers had 
the limited access of institutional credit during the study period. The economically well-to-do customers utilised the credits in 
productive ways where they are getting more income from their economic activities. The increasing overdue and deterioration in 
recovery of loans have vitiated the whole atmosphere of lending in rural areas. Due to lack of adequate staff and the field officers of 
banks, they do not find time to make proper assessment the credit needs of rural people. Commercial banks should delink them from 
the sponsored RRBs by transferring their rural branches to RRBs completely. The pre-lending appraisal like evaluation of agricultural 
production, assessment of external forces and availability of inputs should be taken into active consideration before lending the credit. 
The post-lending supervision and approaching the customers in right time for proper utilization of credits may help to prevent the 
credit diversion. The bank personnel should create the awareness among customers for proper utilization of credit for the purpose of 
enhancement of production or output.  

 
Jindal et.al (2014) carried out a study that RRBs are the inseparable part of the rural credit structure of India. The objective 

of the study was to assess the pattern credit and geographic distribution of RRBs. A number of reform committees have been 
constituted towards the restructuring and financial viability of RRBs. Their study was based on deductive approach and secondary 
data. 10 years financial data of RRBs was taken into consideration to find the inferences.  Their study concluded that policymakers 
and regulators should take the corrective measures as the RRBs are the bank of the poor people in India to provide the credit for the 
economic upliftment of the beneficiaries. 

 
Roy (2014)analyzed and evaluated the policies and schemes undertaken by NABARD and RRBs towards rural development.  

India is mainly a country of villages which having around 6 lakhs villages and 70 % people lives in rural areas. The rural India needs 
to be developed in economically and financially to have the sustainable development.  Both NABARD and RRBs play in vital role to 
develop the rural economy by providing the credits to the rural people to carry out the economic activities who are not economically 
sound to meet their financial requirements. His study concluded that both banks have been playing a catalyst role to develop and 
promote the rural sector through their innovative economic schemes and polices like SHGs, kisan credit card, crop loans, rural 
infrastructure development fund, district rural industries, watershed development projects and many more. Both banks are also equally 
responsible and at par to alleviate the rural poverty in India.  

 
Suresh (2015) carried out an empirical study on financial performance of RRBs.  The objectives of the study were to know 

the origin and growth, physical performance and also measure the business performance of RRBs.  The study was based on secondary 
data in nature. The financial data of RRBs was taken for 13 years i.e. 2001 to 2014 by classifying the pre-amalgamation period up to 
2005-06 and post amalgamation period after 2005-06. The collected data and set hypotheses were analyzed through appropriate 
statistical tools to get the conclsuion. The study concluded that the performance of RRBs has been good even though crises and 
competition with other commercial banks. The decline in the number of RRBs over years was due to the measures as downsizing and 
merger of the banks. The remedial steps should be taken to increase the capital base and also to introduce the new deposit mobilization 
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and lending methods.  All the Government departments and other corporate sector enterprises should deal the banking transactions 
with RRBs.  

 
Singh (2015) discussed in his research study the role of RRBs towards promotion of SHGs in India. The main objectives of 

the study were to know the role of RRBs in micro financing and also to compare the growth trends of RRBs with regard to SHGs from 
2006-07 to 2013-14. The study was the descriptive and analytical in nature and based on secondary data. The collected data was 
analyzed through percentage growth and averages to get the conclusion. The study concluded that `most of the poor people of the 
world are lack of access to the basic banking and financial services which would help them manage their assets and generate income. 
Over the years, savings of SHGs with RRBs and loan borrowed by them and beneficiaries have been increased drastically due to 
various welfare schemes launched by Government of India and concerned State Governments. The outstanding loan amount has been 
decreased over the years which strengthens the financial position of RRBs. MFIs should look for other sources for funding to raise the 
equity through outside investors. The uniform policies and practices should be adopted by all MFIs with regard to criteria of 
loans/credits as well as rate of interest so that the MFI sector can become more competitive, vibrating and systematic so far as the 
wellbeing of the beneficiaries. 

 
Khan et.al (2020) carried out a study onmicro-start-ups financial capital dimensions. The objectives of the study were to 

measure the dimensions of financial capital with respect to a measurement model and also to assess the direct and indirect relationship 
between financial capital dimensions and performance. Primary and secondary data were collected for the study. The collected data 
was analysed though suitable statistically techniques to get the conclusions. Their study concluded that there is the significant 
statistical evidence to support a positive relationship between capital structure and performance. The explanation of accepting the 
hypothesis was that micro-start-ups need the amount of capital to start the business.  This initial amount of capital possessed the lower 
risk tolerance of capital and this plays a vital role in socio-economic performance of micro-firms. The entrepreneurs in poor resource 
background prefer the micro-business. The study also concluded that capital structure plays the partial indirect effect to explain the 
relationship between sources of finance and socio-economic performance. Policymakers and other agencies should design the specific 
strategies to alleviate the micro-start-ups financial resource difficulties. There should be the development by giving the special 
package of capital structure for micro-start-ups.  

 
Research Methodology 

The existing paper is diagnostic and exploratory in nature and to examine the rural credit structure and role played by 
theRRBs. Therelevant secondary data was collected mainly from RBI, NABARD, published articles, website, etc. for the purposes of 
the study.  The existing study is confined only to the specific area like loan and advance provided by the RRBsespecially to priority 
and non-priority sector for period of 14 years starting from theyear 2005-06 to theyear 2018-19. The limited toolsandtechniques have 
beenusedtoanalyze the collected datatodraw the conclusions. 

 
Analysis and Interpretation of Data  
The following section dealt with the analysis and interpretation of collected data in order to get the conclusions. 
 

Sector-wiseLoansIssued by RRBs 
RRBs have been provided the loans/credits to both prioritysector and non-prioritysectorsince their inception. The total amount 

of loan sanctioned by RRBs from the year 2005-06 to 2018-19 has been presented in the given table. 
 

Table No.1:Sector-wiseLoansIssued by RRBs(Rs. in Cr) 
Years PrioritySector % to TotalLoans Non- PrioritySector % to 

TotalLoans 
Total Loans 

2005-06 20,658 81.61 4,655 18.39 25,313 (100%) 
2006-07 26,502 80.20 6,542 19.80 33,043 (100%) 
2007-08 31,708 82.18 6,874 17.82 38,582 (100%) 
2008-09 36,141 83.33 7,226 16.67 43,367 (100%) 
2009-10 38142 85.62 7,566 16.89 45,152(100%) 
2010-11 39111 86.12 7,651 16.97 46,553 (100%) 
2011-12 39556 86.17 7,759 17.56 46,759(100%) 
2012-13 40187 86.89 7,851 17.89 46,952(100%) 
2013-14 40789 87.14 8,111 17.95 47,359(100%) 
2014-15 41152 87.19 8,557 18.17 47,754(100%) 
2015-16 42189 88.15 8,959 18.46 47,814(100%) 
2016-17 42533 88.47 9,117 18.77 47,959(100%) 
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2017-18 43441 89.54 9,556 19.25 48,752(100%) 
2018-19 43557 89.62 9,771 19.27 48,812(100%) 
Source:CentralStatisticalInformationDepartment,NABARD 

 
Table No. 1 presented the year-wise loans provided by RRBs to both priority and non-priority sectors from the year 20028-06 

to the year 2018-19. It was observed from the above table that RRBs have provided more amounts of loans to priority sector and 
constituted morepercentagethan the loans provided to the non-priority sector during the study period. It was also observed from the 
table that sanction of loan amount by RRBs was in the increasing trend both these priority and non-priority sectors. But, the 
percentage of sanction of loan amount by RRBs was found in fluctuating manner. It was concluded that RRBs have done the 
tremendous economic efforts for the growth and development of both priority and non-priority sectors through the sound credit 
policies in order to bring the socio-economic development of the beneficiaries. This implies the better economic initiatives by 
Government of India though RRBs.  Both priority and non-priority sectors contribute a lot towards the Indian economy and also are 
the integral part of Indian economy. 

 
RRBs Short-Term Loan and Term Loans for Agriculture and Allied Activities  

Agricultureisthe mainstayofIndianeconomy and contributes a lot i.e., opportunities in India. Morethan70% of population 
h e av i l y depends onagricultureanditsalliedactivities.TheRRBsalso  takecareofthissectorbyproviding the short-term loans 
(STLs)andterm-loans (TLs).Table No.2has presentedtheyear-wiseloansprovided by RRBsforagriculture and allied activities. 

Table No.2                                           (Rs. in Cr) 
RRBs Short-term Loan and Term Loans towards Agriculture and Allied Activities 

Years Amount ofShort-
TermLoans 

% of Increaseover 
PreviousYear 

Amount of TermLoans % of Increaseover 
PreviousYear 

2005-06 12,575 - 2,144 - 
2006-07 17,031 35.43 3,198 49.16 
2007-08 20,377 19.64 3,461 08.22 
2008-09 22,851 12.14 3,648 05.40 
2009-10 23,117 14.23 3,741 02.55 
2010-11 23,145 14.25 3,798 01.52 
2011-12 23,456 15.89 4,152 09.32 
2012-13 24,559 13.69 4,556 01.02 
2013-14 24,752 12.23 4.559 01.06 
2015-16 25,158 16.35 4,987 09.38 
2016-17 25,789 17.28 5,145 03.16 
2017-18 26,152 17.59 5,784 12.41 
2018-19 27,114 17.87 5,789 01.08 

It was found from the table that the disbursement of STLs and TLs provided by RRBs to agricultureanditsalliedactivities have 
been in an increasing trend during the study period.  T    h      e                    disbursements of STLs amount provided by RRBs to 
agricultureanditsalliedactivities were more than as compared to disbursement of TLs amount during the study period. Further, it is 
seen from the table that disbursements of STLs has been increased from Rs. 12,575 cr. in the year 2005-06 toRs.27,114 cr. in the 
2018-19 and the sanction TLs amount has been increased to Rs.5,789 cr. in the year 2018-19 from Rs.2,144 cr. in the year 2005-06. 
The financial year2006-07 registered ahigher rate ofpercentage i.e. 35.43 and 49.16 in terms of disbursement of STLs and TLs 
provided by RRBs to agricultureanditsalliedactivities. It was concluded that RRBs have sanctioned the good amount of STLs and TLs 
for the growth and development of agricultureanditsalliedactivities. No doubt, RRBs are doing the commendable efforts since their 
inception. It may be suggested the Government of India should devise its policies through RRBs to supply more credit towards 
agricultureanditsalliedactivities with beating pace for the socio-economic development of beneficiaries. 

 
Disbursement of RRBs Loans to PrioritySector  
RRBs provide the basic credit for the development of priority sector i.e. rural artisans, SSIs, retail trade, SSGs, etc. The details of loan 
amount disbursement to various priority sector have been presented in the Table No.3.  

               Table No. 3: Disbursement of RRBs Loans to PrioritySector     (Rs. in Cr)  
Years RuralArtisans SSIs RetailTrade SHGs OtherPrioritySector 
2005-06 304 342 1841 1171 2282 
2006-07 320 342 1984 1406 2222 
2007-08 320 638 2024 2107 2275 
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2008-09 552 670 2370 2388 3662 
2009-10 557 689 2458 2442 3765 
2010-11 598 698 2789 2578 3987 
2011-12 610 715 2988 2782 4528 
2012-13 625 741 3356 3114 4639 
2013-14 675 758 3452 3257 4956 
2015-16 691 786 3587 3411 5022 
2016-17 708 796 3987 3532 5196 
2017-18 719 811 4012 3745 5365 
2018-19 785 845 4389 4012 5634 
Source:CentralStatisticalInformationDepartment,NABARD 

 
It has been observed from the above table that the loans provided by RRBs to various groups of priority sectorhave been in an 

increasing trend during the study period. The loan disbursement to rural artisans has been increased Rs.304 c      r       from the year 2005-06 to 
Rs.785 cr in the year 2018-19. The enhancement of loan disbursement over the period was 2.3 times.Likewise,all thegroupshavebeen 
provided the loanbyRRBs withan increasingamount to meet their financial requirements. It has been concluded that Government of 
India have been constantly taking the initiatives for the development these groups of priority sector through RRBs in order to achieve 
the socio-economic development of the beneficiaries. 

 
Percentage of RRBs Loan Outstanding toAgricultureandNon-Agriculture Sectors 

RRBs provide loans to agriculture and non-agriculture sectors for their development. As we know both these sectors contribute 
a lot towards employment creation and reduce the poverty alleviation.  In thiscontext,thetotalloansprovidedbyRRBshave been 
ca teg o r i z e d intotwogroupsi.e.,agricultureand non-agriculture sectors. The year wise percentage of RRBs loan outstanding to 
agriculture and non-agriculture sectorshas been presented inTable No. 4. 

Table No.4 
Percentage of RRBs Loan Outstanding toAgricultureandNon-Agriculture Sectors 

 
Year Agriculture Sector  Non-Agriculture Sector  
2005-06 54 46 
2006-07 57 43 
2007-08 54 44 
2008-09 56 36 
2009-10 61 32 
2010-11 64 41 
2011-12 62 45 
2012-13 66 48 
2013-14 69 38 
2014-15 71 49 
2015-16 73 47 
2016-17 74 40 
2017-18 77 44 
2018-19 77 56 
Source:CentralStatisticalInformationDepartment,NABARD 

 
It was the matter of great concern and observed from the table that the percentage of overdue loan amount from customers 

against the disbursement of loan amount to them was alarming during the study period. The steps should be taken an urgent basis to 
recover the due amount to avoid the NPAs. The economically well-to-do customers are utilizing the RRBs loan properly where they 
yield more revenues from agriculture and non-agriculture activities. It may be suggested that the personnel of RRBs should assess the 
credit need of rural people before sanctioning the laon to avoid the NPAs. The pre-lending appraisal such as evaluation of agricultural 
production and non-agricultural output, assessment of external forces and availability of inputs should be addressed properly before 
sanctioning the credit to customers to avoid the NPAs. The personnel of RRBs should create the awareness among customers for 
proper utilization of credit for the specific purposes to get more and more return from their agricultural and nonagricultural activities. 

 
Concluding Remarks  

RRBs have already become the important part of multi-agency credit delivery system towards development of agricultural 
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and rural sector in India since inception. Government of India has taken a number of important policies to improve the financial 
performance of RRBsin several times. Re-capitalizationandinterestsubvention, corebankingsolutions, opening more RRB branches, 
proper manpower and diversification of banking operation are some of the important initiatives.  Both agricultural and non-
agricultural sectors directly and indirectly help therural economy in many ways towards socio-economic development of beneficiaries. 
The existing study concluded that RRBs have done the tremendous economic efforts for the growth and development of both priority 
and non-priority sectors through the sound credit policies in order to bring the socio-economic development of the beneficiaries. The 
disbursements of STLs and TLs provided by RRBs to agriculture and allied activities have been in an increasing trend.The loans 
provided by RRBs to various groups of priority sectorhave also been in an increasing trend during the study period. It is the matter of 
great concern that the percentage of overdue laon amount from customers against the disbursement of loan amount to them is alarming 
situation during the study period. The steps should be taken an urgent basis to recover the due amount to avoid the NPAs. The pre-
lending appraisal such as evaluation of agricultural production and non-agricultural output, assessment of external forces and 
availability of inputs should also be addressed properly before sanctioning the credit to customers to avoid the NPAs. The finding of 
study may be used to rural banking institutions and policy makers/reformers to redesign the appropriate credit structure for the 
development priority and non-priority sectors through RRBs for sustainable development.  
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