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Abstract  

A developing country like India is a way to promote a cent percent digitalized country. To achieve our digitalized dream, we 
need an excellent banking habit from citizens around the country. For this, all villages are covered with a minimum of one bank. It is 
possible through the help of the Regional Rural Bank in our country. In Kerala, RRBs are known as Kerala Gramin Bank. They 
provide all banking facilities to poor dwellers. This paper tries to study the performance of the KGB and, from this study, conclude 
that KGB’s performing well. From this analysis, we understood that banking facilities are covered in our rural areas. 

 
Keywords: RRB, KGB, Financial Performance. 
 
I. INTRODUCTION 

In a growing nation like India, our banking industry plays a crucial role. Actual development of a country means 
development of very rural areas. In India, the term "rural people" refers to marginal farmers, peasant agricultural workers, artisants, as 
well as socially and economically underprivileged castes and strata. India's Regional Rural Banks have a long history that began in 
1975. The Narasimham committee was responsible for the idea of India's Regional Rural Banks. For developing rural areas in India 
and come front to the formal banking sector, Government of India started a Regional Rural Bank. It has been in existence for around 
47 years in India for helping the rural dwellers. Rural farmers have low income and low education as compared to urban people and so 
they need a financial service at a low cost and also, they are ready to speak in their mother tongue only. Mainly they are approaching 
money lenders for their financial needs at high rate of interest. Money lenders are approachable to them. To protect from money 
lenders’ hands government of India started RRBs in each district. In that time, itself government said that all employees of RRBs in 
various states should have study their own mother tongue in school level. 

 
According to the guidelines of an Ordinance promulgated on September 26, 1975, and the RRB Act, 1975, Regional Rural 

Banks were established in order to provide enough financial assistance for farming and other rural sectors. The RRBs primarily lend 
money to small farmers, agricultural workers, and rural artisans. They collect resources from rural and semi-urban areas. The Reserve 
Bank of India defines a rural area as any place with less than 10,000 inhabitants for the purposes of classifying bank branches. 
Sponsor Banks, the applicable State Government, and the Government of India jointly own RRBs. Each owner receives a piece of the 
issued capital of an RRB in the following ratios: 50%, 15%, and 35%, respectively. RRB have different names in different states. But 
their objectives are one and the same to all. In Kerala RRB ‘s is known as Kerala Gramin Bank (KGB). 

 
11. An Overview of Kerala Gramin Bank 

In accordance with Sub-Section (1) of Section 3 of the RRB Act 1976, Kerala Gramin Bank (KGB) was established as a 
Regional Rural Bank (RRB) on July 8, 2013. The bank was established as a result of a government of India notice that combined the 
two RRBs of Kerala, South Malabar Gramin Bank and North Malabar Gramin Bank. Having significant rural penetration, Kerala 
Gramin Bank is a regional rural bank in Kerala. KGB has all the key features of a PSB even though the bank is a regional rural bank. 
The primary objective of the bank is to begin providing the necessary assistance for Keralians' overall economic upliftment and 
progress by giving financial support to a variety of sectors, including agriculture, micro, small, and medium-sized enterprises, 
education, housing, microcredit, weaker sections, SC/ST communities, etc. KGB has made a name for itself via its 40-year history of 
giving loyal and customised service to the clientele through its predecessor RRBs. As of 30.09.2019, it had 634 branches, making it 
Kerala's second-largest bank in terms of branch network. Its extensive branch network reaches Kerala's deepest and most remote 
regions. Furthermore, among Kerala's major banks, its CD ratio is the highest. In terms of the number of people helped by the Kisan 
Credit Card (KCC) and SME (Priority) schemes, KGB outperforms other banks in the state.  

 
The bank's predecessor RRBs have been successful at cultivating friendly relationships with its clients over the past 40 years. 

The current goal of KGB is to deepen this connection and become a powerful, thriving, and eco conscious "Kerala's Own Bank." 
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III. Review of Literature 
The literature review is divided into two parts. The first section covers the reports that the RBI received from several 

committees and/or working groups. The review of many investigations carried out by various researchers makes up the second section, 
too.  
Report Of Working Group on Rural Banks (1975): A working group on rural banks was established by the Indian government on 
July 1st, 1975, with Mr. M. Narashimham serving as its chairman. He eventually became the governor of the RBI. In order to meet the 
financial needs of rural residents, it was necessary to assess if the new Rural Banks, a subsidiary of public sector banks, were 
appropriate. The group advises creating such organisations as Regional Rural Banks. These institutions ought to be planned as state-
sponsored, locally based, and rurally focused commercial banks. Cooperatives claim to have developed a sense of place and 
acquaintance with rural issues. For RRBs organization structure, access to central money markets, modernized outlook and ability to 
mobilize deposits, of commercial banks should be ensured. Major chunk of their lending should be disbursed to weaker sections of the 
society. 
Report Of Committee on Control Over Branches of Regional Rural Banks (SUNDRVARDAN COMMITTEE) (1980) - In the 
conference of Chairmen of RRBs, the question of control over branches was raised and it was demanded that RBI should constitute a 
committee for it. The committee should give appropriate suggestions and appropriate guidelines be formed for uniform system and 
procedure in order to efficient control over the branches of RRBs. RBI set up a committee in February 1980 under the convenership of 
Mr. R.Sundravardan. 
Agricultural Credit Review Committee (1989) - The Committee noted the RRBs' severe organizational issues as a result of the 
ongoing drop in profitability, weak recovery rates, and issues with management and employees. Only self-sustaining credit institutions 
could successfully serve the weaker parts of society. The Committee also looked into ways to increase the share capital, provide a bad 
debt cushion, and give large access to more robust clients.  
Committee on Financial System (Narasimham Committee, 1991) - The RRBs' challenge is to increase their viability without 
sacrificing the primary goal for which they were established. RRBs should be allowed to conduct any sort of banking business and 
should not be required to limit their activities to the target groups in order to ensure the profitability of their operations. 
 
 IV Objectives of the study 

1. To assess the Kerala Regional Rural Bank's financial performance. 
2. To anticipate the movements of selected variables from Kerala Gramin Bank. 
3. To study the impact of selected variables from Kerala Gramin Bank. 

 
V. Research methodology  

The current study uses secondary data and has the characteristics of a diagnostic and exploratory investigation. The data have 
been collected from various RBI database, Regional Rural Bank data base and various journals and reports of RBI. The area of study 
is limited to Regional Rural Bank in Kerala and period of study is from 2014 to 2021 after amalgamation. The statistical techniques 
employed in this study include regression analysis, trend analysis, the Jarque-Bera test, the Augmented Dickey Fuller test, the average, 
standard deviation, skewness, and kurtosis. The results are presented in a quantitative form and the interpretations of the analysed data 
are made using those quantitative results. The data consolidation process was executed through Microsoft Excel and statistical analysis 
has been performed by using E-views and SPSS. 

 
VI. RESULTS AND DISCUSSION 

The outcomes of the analysis are prearranged on the basis of research objectives which are considered for valuation. 
1.  To assess the financial performance of Kerala Gramin Bank during the study period. 

Current Ratio of Kerala Gramin Bank for the period of 2014-2015 to 2020-2021 
 

 
 
 
 
 
 
 
 
 
 

Year Current Assets 
(Rs. Crores) 

Current Liabilities 
(Rs. Crores) 

Current Ratio 

2014-2015 14.742 14.241 1.0351:1 
2015-2016 15.863 15.352 1.033:1 
2016-2017 75.433 17.857 0.422:1 
2017-2018 19.990 19.654 1.012:1 
2018-2019 19.917 19.659 1.013:1 
2019-2020 21.843 21.937 0.995:1 
2020-2021 26.684 59.023 4.522:1 
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Computed by researcher 
 

This table reveals that the current ratio of Kerala Gramin Bank shows diminishing trend. The ratio ranged between1.035:1 in 
2014-2015 to .0955:1 in the year 2019-2020, which is just below the standard norm of 2:1. But in 2020-2021 the current ratio is at 
4.522:1. The bank maintains adequate current assets to meet the short term obligation in time. 
Quick ratio of Kerala Gramin bank 

Year Liquid Assets (Rs. 
Crores) 

Current Liabilities 
(Rs. Crores) 

Quick Ratio 

2014-2015 71.221 14.241 5.001:1 
2015-2016 80.445 15.352 5.240:1 
2016-2017 29.515 17.857 1.652:1 
2017-2018 30.465 19.654 1.550:1 
2018-2019 19.155 19.659 0.974:1 
2019-2020 29.170 21.937 1.329:1 
2020-2021 35.211 59.023 0.596:1 

Computed by researcher 
 

During the period from 2014-2015 to 2020 -2021 it was found from the table that the quick ratio was below the standard 
norm of 1:1. It was due to little bit increase in the current liabilities. The quick ratio is more in 2014-16 while comparing to the rule of 
thumb, so the bank is maintain satisfactory quick asset than current liabilities. 
Absolute Liquid ratio of Kerala Gramin bank 

Year Liquid Assets 
(Rs. Crores) 

Current Liabilities 
(Rs. Crores) 

Liquid Ratio 

2014-2015 18.332 14.241 1.287:1 
2015-2016 19.499 15.352 1.270:1 
2016-2017 22.325 17.857 1.250:1 
2017-2018 95.597 19.654 4.863:1 
2018-2019 17.575 19.659 0.893:1 
2019-2020 22.653 21.937 1.032:1 
2020-2021 26.684 59.023 0.452:17 

Source: Computed by the researcher 
 

During the period from 2014-2015 to 2020 -2021 it was found from the table that the quick ratio was below the standard 
norm of 1:1. It was due to quite escalation in the current liabilities. The absolute liquid ratio is more in 2014-16 while comparing to 
the rule of thumb, so the bank is maintain satisfactory quick asset than current liabilities. 

 
Performance of Kerala Gramin Bank by using the Deposits and Investment 

Particulars DEPOSIT INVESTMENT 
 Mean  15.77671  34.19100 
 Std. Dev.  3.289423  9.365407 
 Skewness -0.039761 -0.656430 
 Kurtosis  1.825302  2.721197 
 Jarque-Bera  0.404320  0.525388 
 Probability  0.016964  0.068977 

Source: Computed Data 
 

This table exhibits the performance of Kerala Gramin Bank by using the variables like deposits and investments for the study 
period 2014-2015 to 2020-2021. This table identified that the highest mean value is for investment i.e. ₹ 34.191 and the lowest is for 
deposit ₹ 15.776. so, it is observed that the investments in Kerala Gramin Bank shows the highest performance during the study 
period. A negative skewed returns values indicates that it has lesser possibilities to generate the negative returns while the positive 
returns indicates the positive returns. Deposit and Investment for the selected study period shows the platykurtic and it is lesser than 
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three so it is having moderate probability. The Jarque-Bera test for both the variables is highly significant at the level of 0.05 percent 
and the selected variables are normally distributed. 

 
2. To anticipate the movements of selected variables from Kerala Gramin Bank 

Price Movements of select variables from Kerala Gramin Bank helps to determine the current trend. The statistical approach 
used in this case to predict a variable's future movement based on past trends is known as trend analysis. This method is employed to 
forecast the future movements based on its historical performance. It is used to locate the potential investment opportunities. 

a) Results of Forecast in assets from Kerala Gramin Bank. 
b) Results of Forecast in liabilities from Kerala Gramin Bank. 
c) Results of Forecast in investments from Kerala Gramin Bank. 
d) Results of Forecast in Deposits from Kerala Gramin Bank 

 
a) Results of Forecast in Assets from Kerala Gramin Bank 
 Trend Line for Assets from Kerala Gramin Bank exhibited in the following figure. 
 
Figure: Trend Line for Assets from Kerala Gramin Bank  

 
Source: Computed Data 
 

Figure- shows the Trend line for Assets from Kerala Gramin Bank from the year 2014-2015 to 2020-2021 and this chart 
displays the future of Assets of Kerala Gramin Bank. The mean values are then been plotted against each year using the scatter graph 
and trend line is drawn to find out whether the assets has positive or negative. As per the above graph, the assets has moderate trend. 
This clarifies that there is more variation among the variables. Hence it does not validate to the customers in this bank as there is a 
lack of reliability in the performance of the assets. 

 
b) Results of Forecast in Deposits in Kerala Gramin Bank 

Trend Line for Liabilities from Kerala Gramin Bank exhibited in the following figure. 
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Figure-Trend Line for Liabilities from Kerala Gramin Bank  

 
Source: Computed Data 
 

This figure shows the trend line for liabilities from Kerala Gramin Bank from the year 2014-2015 to 2020-2021 and this chart 
also displays the future of liabilities of Kerala Gramin Bank. The mean values are then been plotted against each year using the scatter 
graph and the trend line shows the positive trend. This clarifies that there is no variations in current liabilities. Hence it has validation 
to lending performance and reliability in the performance of Kerala Gramin Bank. 

 
c) Results of forecast in investments from Kerala Gramin Bank 

Trend Line for Investments from Kerala Gramin Bank exhibited in the following figure. 
 
Figure-Trend Line for Investments from Kerala Gramin Bank 

 
Source: Computed Data 
 

The above figure displays the trend line for investments for the year 2014-2015 to 2020-2021 and this chart also exhibits the 
future investments made by investors in Kerala Gramin Bank. The mean values are then been plotted against each year using scatter 
graph and trend line is drawn to find out whether the investments in KGB has positive or negative trend. The above graph indicates the 
positive trend in investments for the selected study period. This designates that there are fewer variations among the variables so it 
commends in investing in Kerala Gramin Bank sounds good in the performance. 

 
d) Results of forecast in investments from Kerala Gramin Bank 

Trend Line for Deposits from Kerala Gramin Bank exhibited in the following figure. 
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Figure-Trend Line for Deposits from Kerala Gramin Bank 

 
Source: Computed Data 
 

The above figure displays the trend line for deposits for the year 2014-2015 to 2020-2021 and this chart also exhibits the 
future investments made by investors in Kerala Gramin Bank. The mean values are then been plotted against each year using scatter 
graph and trend line is drawn to find out whether the investments in KGB has positive or negative trend. The above graph indicates the 
positive trend in deposits for the selected study period. This designates that there are fewer variations among the variables so it 
commends in investing in Kerala Gramin Bank sounds good in the performance. 

 
3. IMPACT OF KERALA GRAMIN BANK ON THE SELECTED VARIABLES 

Impact of Kerala Gramin Bank on the selected variables demonstrates the R-Square value, which is based on the sample and 
represents the proportion of variance between the sectoral Indices and the price of choose companies. 

 
Assets on the Prices of Deposit and Investment in Kerala Gramin Bank 
 The following table shows the regression findings that show the effect of deposit and investment prices at Kerala Gramin 
Bank. 
 
Table: Effect of Deposit and Investment from Kerala Gramin Bank 

Selected 
Variables 

Coefficient Std. Error R-Square T-Stat Probability 

Deposit -7.489 3.754 0.617 -1.994 0.016 
Investment 1.111 0.891 0.237 1.246 0.027 

Source: Computed Data 
 

The regression output consist of R-Square value, which is based on the sample represents the proportion of variance in Kerala 
Gramin Bank on the selected variables like deposit and investment are considered in the study. It indicates the fitness of the regression 
model. The R-square value of Deposit is 0.617 and it has 61% of the variability an Investment has 23% of the variability. Here the R-
Square variability identifies the variations between the Assets and selected variables like Deposits and Investments of Kerala Gramin 
Bank. P-value satisfies the overall significance of this regression model at the 5% level of significance. 

 
The following has the regression model framed from the above regression results. 

Assets = 0.978+ Deposit (0.617) +Investments (0.237) 
 

VII. CONCLUSIONS 
The findings of the study conclude that Kerala Gramin Bank has very significant role in Kerala. KGB existing every corner 

of the villages because of that financial inclusion is success in Kerala through the help of KGB up to a point. In Kerala RRB’s have 
two banks but they were amalgamated in to one i.e KGB. The performance of KGB is very important after the amalgamation. From 
this study conclude that KGB is functioning very well and its selected variables movements are also going in right track. If they are 
following the correct satisfaction measures in customer’s point, KGB has very good future in a competitive era. 
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