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ABSTRACT

Financial inclusion is stepping stone for inclusgrewth. Banking sector has witness’s tremendowsgés in
recent period in terms of advancement in technoldgy internet banking, transfer money online, defaird and credit
card facility etc. Still financial inclusion lookike a long unachievable dream. Regional rural Bapiky a vital role in rural
development of India and to spread financial indosRegional Rural Banks are setup to take bankaedities to the
door steps of rural households who are in needasy @and cheap credit. These are institutions wétiche to turn dream
into reality. The objective of economic planning caver be achieved unless we uplift the rural eognand rural people
of India. This study is based on secondary dateced form annual reports of NABARD, RBI and otHgrancial
institutions. The study finds and concludes thagi®eal Rural Banks have significantly made finahgialusion a reality.
The study will help researchers, academicians atidypmakers to try and the reach more in-deptb ihie bottom of

pyramid.
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INTRODUCTION

Regional Rural Banks (RRB's) have been in existdacaround three decades in the Indian finangyatem.

RRB's in India started with an Ordinance circulaced26h September 1975 with an objective to provide sigfit and

easy credit to rural households for agriculture atigbr rural services. To provide low - cost bagkiacilities, Narsimhan
Committee in 1975 put in lot of efforts to come wiph the idea of a new set of regionally orientedat banks. The idea
behind the formation was to inculcate the local #e®d familiarity of rural problems with feature$ apoperatives and
large resource base of commercial banks. This resxgldpment in the financial system of India cansben as a unique

experiment as well as an experience in improviegeffiectiveness of the rural credit delivery medsran

The prime objective behind establishment of RRB'saigreat saying by Gandhiji "Real India lies i th
villages".In October 1975, Prathama Bank was thet RRB that came into existence. RRB's are alswvknas Gramin
Bank' (Gramin in hindi means rural). The share capital of RRB was contributed by (essh Government of India, the
concerned State Government and the sponsored Ipatthei proportion of 50%, 15% and 35%, respectiveliRBs
mobilize deposits primarily from rural/semi-urbareas and provide loans and advances mostly to farmeral and
artisans as well as to the lower sector of theespcRBI in 2001 constituted a Committee underGhairmanship of Dr V
S Vyas on "Flow of Credit to Agriculture and Relhtéctivities from the Banking System" which examirelevance of

RRBs in the rural credit system and the alternatifiee making it viable. The consolidation procesisiated in the year
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Table 1: Performance of RRB’s in 2014

2005 and 2012 as per Dr Vyas Committee Recommentdateduced existing RRBs from 196 to 64.

March 2013 March 2014
No. RRB’s 64 57
Share Capital (Rs. In Cr.) 197 197
Share Capital Deposit (Rs. 6001 6170
In Lakhs)
Reserves (Rs. In lakhs) 13,247 15,262
Profit-Earnings RRB'’s 63 57
Net Profit of RRB'’s 2273 2744
Accumulated Losses (Rs. | 1091 949
Lakhs)
Deposits (Rs. In Lakhs) 211,488 239,511
Loans and Advances (Rs.

137,078 218,110

Lakhs)
Non-Performing Loans (%) 6.08 4.35

Sourd¢ABARD

Provision of services by RRBs to the rural poaursler the preview of financial inclusion, a terntktveloped in
2005. It is the process of ensuring timely and adézjaccess to credit where needed by vulnerablggrsuch as weaker
sections and low income groupsl. The Governmeimdif and the Reserve Bank of India have been ngag@mcerted
efforts to promote financial inclusion as one af tmportant national objectives of the country thgb various measures.

The prerequisite for financial inclusion is impart#o the people who
« Do not have any access to the structured finaggsiém;
* Have inadequate access to banks and other fin@ecidates

In 2005 the concept of Financial Inclusion wastfifsatured in India launched by K C Chakrabortthe t
chairman of Indian Bank. Mangalam a census tow@dimbatore, Tamil Nadu became the first villagénidia where all
households were provided banking facilities. RBFnpited commercial banks to make use of the sesvigk non-
governmental organizations (NGOs/SHGs), micro-fagaimstitutions, and other civil society organiaas as intermediaries
for providing financial and banking services in dary 2006. These intermediaries act as businesgdars or business

correspondents by commercial bank.
Financial Inclusion Index

On June 25, 2013, CRISIL, India's credit rating &ebearch Company launched an index to measursates
of financial inclusion in India, report released ByChidambaram, Finance Minister of India at aelyiccovered program
at New Delhi. For preparing the index, CRISIL tooko consideration three parameters of basic bankervices i.e.
Number of Branches, Amount of Deposit and Creditgteation. The index termed as CRISIL Inclusix aades that there
is an overall improvement in the financial inclusio India. The figure 2 below shows the contribatof RRB's in financial

inclusion.
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Table 2: Contribution of RRB’s to Financial Inclusion

RRB’s | Rural | Semi-Urban | Urban | Metropolitan | Total
12772 3228 891 166 17087
Sourcemww.financialservices.gov.in

REVIEW OF LITERATURE

Beg (2014)The Role of Regional Rural Banks (RRB's) in Firianoclusion: An Empirical Study in India) a study
on the role of RRBs in India in financial inclusiofin effort has been made in the instant projecittmly and find out
whether RRBs in this region has made any progmsartds ensuring broader banking services for the poor people in

strengthening the India's position in relationit@fcial inclusion.

Srinivas & Shanabhogara (2014)(Banking Sector Reforms and Development of Bankindustry, 2014)
explained the development of RRB's using modelsSWfOT analysis and Portar Five Forces Model. It discusses

measures initiated by the Reserve Bank in Indid][RBorder to implement the Reforms and Measures.

Soni&Kapre (2012) (A Study on Current Status of Regional Rural Bainkindia, 2012) analyzed the financial
performance of RRBs in India during the period 2006to 2010-11. They had analyzed the performamsieguwarious
key performance indicators such as number of bamksiches, loans, advances etc. and concludeditaspampact on

the performance of RRBs.

Raghuram "(A Hundred Small Steps - Report of the CommitteeRinancial Sector Reforms, 2009)" Financial
Inclusion, broadly defined, refers to universalesscto a wide range of financial services at soredse cost. These include

not only banking products, but also other finansi&lvices such as insurance and equity products.

Khankhoje& Sathye (2008)(A Study on Current Status of Regional Rural Bainkisidia, 2012) To measure the
variation in the performance in terms of productéféciency of RRBs in India and to assess if tfiiciency of these

institutions has increased post- restructuringd@3t94 on not.

NABARD (2002YNABARD Report - Empowering RRB, 2002) found théhility of was essentially dependent
upon the fund management strategy, margin betwessurce mobility and their deployment and on th&trod exercised
on current and future cost with advances. The studiier concluded that RRBs incurred losses dubdalefects in their
systems and as such, there was no need to rewntifg tand make them viable. The main suggestiotteaftudy included
improvement in infrastructure facilities and openiof branches by commercial bank in such area whegmnal rural

banks were already open.

Jai (1996) (Performance Evaluation of Regional Rural Bank#niia) analyzed the role of RRBs in Economic
Development and revealed that RRBs played a vital in the field of rural development. Moreover, BRRwere more
efficient in disbursal of loans to the rural borere as compared to the commercial banks. Suppom fhe State
Governments, local participation, and proper sup@m of loans and opening urban branches were seteps

recommended to make RRBs further efficient
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OBJECTIVES
» To study the spread of financial inclusion in Inthieough RRB's.
e To study if RRB's is an important player in IndRinancial System.
HYPOTHESIS
Ho: There is no spread of financial inclusion in Intieough RRB's
Ho: RRB is not an important player for spread of fitiahinclusion in India.
RESEARCH METHODOLOGY

The present study is diagnostic and exploratorynature and makes use of secondary data. The falanci
performance of the RRBs in India has been analya#tdthe help of key performance indicators. Thary2010-2011 is
taken as the base year and the calculations oftigrave made on that basis. Growth rate is measwitedthe help of

following formula

Growth Rate = [(CY Value - BY Value / BY Value) *1®] / No. of years between CY and BY Where: CY =
Current Year and BY = Base Year

DATA COLLECTION AND ANALYSIS

The study is mainly based on secondary data wihsicoliected and accumulated mainly from annual ntepaf
the NABARD and RBI. The data collected is analyaed spread of RRBs is studied using growth trerttiérNumber of
branches increased every year. Also the loan takdraccounts handled growth trend show that thesR&B improving

financial inclusion. Therefore
» To prove first Hypothesis: Analyze spread of RRB#idia from 2010 - 2014
e To prove second Hypothesis: Analyze the numbercobants and loan taken from RRBs from 2010 - 2014

RESEARCH FINDINGS

Table 3

Year Deposit Account Total Loan A/C’s Loan Account Under Priority Graf‘d Uaial O,f

Business A/C'’s

Total (In Nos.) | No Frills GCC | SHG | KCC | Tenant | SSI

2009 935 153 170 3.22 804 114 0.9 B3 1105
2010 1002 200 186 412 8.7 83 0.88 P4 1188
2011 1112 255 197 459 9.34 90 1.0 P0 1309
2012 1180 251 203 5.16 8.27 96 1.8B P3 1383
2013 1348 319 217 6.01 959 104 1.97 P1 1565

Source: Financialservices. Gov. In/.../Consolidat€d20Review%20RRB%20201

The above table shows that the number of loaosuats under RRB'’s in India have increased from tb7217.
There is more growth in GCC and no frills accolindlso shows that financial inclusion is improvirtgence on this basis,

null hypothesis 2 is rejected and accepts thaetlsea positive inclusion spread due to RRB'’s.
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Table 4: Trends in Banking Parameters in India

Items 2007 | 2008 | 2009 | 2010| 2011 | 2012| 2013 | 2014
No. of Commercial Banks 188 178 170 168 167 173 4 17178
Scheduled Commercial Banks 179 169 166 164 [163 (1489 | 170
RRB 96 90 86 83 82 82 78 57
Non Scheduled 4 4 4 4 4 4 4 4

Source: Www.Rbi.Org

Also the total business has increased by 60%. Timaber of banks under RRBs has decreased due to
amalgamation as compared to other banks. The graf#RRBs is calculated in the table above. The aboentioned RRB
share earned a profit of 2283 crore. Till August£20The aggregate reserves are 21299 till Aug ZBbport by RBI).
This data helps us to reject the null Hypothesisd accept that there is a positive growth of RRBsdia.

FUTURE CHALLEHEGES FOR RRB

Even after positive findings that RRB’s are sucfidsa achieving the objectives of financial inclos to a great

extent. Still RRB’s have to overcome the followictiallenges to the path of financial inclusion:
» All backward sections and informal sectors showdnzluded up to a large extent.

» Rural people are not much aware of financial indnsecause of illiteracy and the access to fir@rsgrvices

should be increased.

People consider that financial services are caatiy access is difficult because of the severabrsaand this

thought needs to be addressed.
CONCLUSIONS

RRBs serve the backward section of the societyrube poor and people belonging to the lower ineognoup.
These banks play a significant role in ensuringasnable development through financial inclusioheTobjective of this
research paper has been proved and it can be dedcthat spread of financial inclusions in Indieotlgh RRB’s is more
than significant. RRB’s is an important player inaicial system because of penetration and thedasang amount of
loans and customers.

Thus at the of the research paper concludes the<Rifirive been able to achieve their objective toeatgextent

by providing banking and financial services to theal people of India.
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