
AN ASSESSMENT OF THE PERfORMANCE OF 
REGIONAL ·RURAL BANKS (RRBS) IN WEST 

BENGAL WITH SPECIAL REFERENCE TO 
MURSHIDABAD GRAMIN BANK 

THESIS SUBMITTED FOR THE DEGREE OF 

DOCTOR OF PHILOSOPHY (ARTS) 

OF THE 

UNIVERSITY OF NORTH BENGAL 

(Qcicl~\ I 

By 

ABDULHADI 
Research Scholar 

Under the supervision of 
Dr: K.K.Bagchi, Reader 

Department of Economics 
North Bengal University 

Raja Rammohunpur 
Darjeeling -734430 

W. 8~ (INDIA) 



~\· 
3 ~)~(.. •/0 t) C.J 7 ~ [,;:.-

4 U (.r 'L 

f-l 

I 'i231 :1 

·~ 3 JUN. 200~ . 

. . ; 



ACKNOWLEDGEMENTS 

This research study would not have been completed without the cooperation of 

a number of academicians , scholars and institutions. I am extremely grateful to all of 

them. 

First of all, I express my sincere and respectful gratitude to my supervisor, 

Dr.Kanak Kanti Bagchi , Reader, Department of Economics, North Bengal University 

(NBU), whose continuous stimulating guidance and constructive criticism at every 

stage of my work have greatly benefited me. 

I am deeply grateful to all my esteemed teachers of the Department of 

Economics, North Bengal University who have been a source of inspiration for all my 

works and achievements. 

This research involved an extensive and intensive reference work, which has 

been carried over by visiting different libraries. In this context, I like to express my 

sincere thanks to the Librarians and the staff of the Central Library, NBU; Siliguri Sub

Divisional Library and Library of All India Regional Rural Banks Employees 

Association , Berhampore (now at Kolkata) . 

I owe a deep sense of gratitude to Shri P.K. Sen (former Head of the 

Department of Economics, Krishnanath College, Berhampore) , and Dr. K. K. Roy 

Chowdhury, Reader, Department of Economics, Aurangabad College, Aurangabad, 

Murshidabad who spared their precious time to plan this work and also helped me in 

different ways . 

I am also thankful to Shri S. K. Ghosh, Chairman, Murshidabad Gramin Bank 

(MGB) and his all staff at the Head Office, particularly, Shri D. Pal and Md. 

Ohiduzzaman, for their kind cooperation and assistance in collecting secondary data. 

I would like to express my gratitude to all the teachers of Sripat Singh College, 

Jiaganj, Murshidabad, especially to Shri A.K. Ahmed , Shri A.K. Sen and Shri J. 

Acharyya for their valuable comments and suggestions. 

I shall be failing in my moral duties if I do not acknowledge my debt to those 

from whom I received generous help and cooperation during my field survey. In this 

context, I would like to express my gratitude to all the Managers/Officers of the 

selected branches of MGB and all the Panchayets Members of my study area, for 

providing me necessary data and information. 



11 

I am indebted to all those researchers, authors and scholars from whose work I 

have been benefited largely in conducting this study. I would like to thank my fellow 

scholars, especially Shri Satyen Sarkar, Shri Tapan Kumar Ghosh and Shri Satadru 

Jha for their cooperation and suggestions. I am also grateful to my friends particularly 

Shri Arup Kumar Das, Shri Jyotish Debnath, Smt. Shabana Haque, Shri Palash Kumar 

Mandai, Shri Subrata Pandit, Shri Hemanta Kumar Sinha, Shri Gajen Kumar Baroi, 

Shri Mainul Haque, Shri Jamil Hossain Khan, Shri Sujoy Kumar Mojumdar and Shri 

Rajdeep Mukherjee for their selfless help and encouragement. 

I wish to express my gratitude to Dr. C.L. Dadhich, Sr. General Manager (RE 

&PR), National Dairy Development Board and former Director (ORE), Department of 

Economic Analysis and Policy, Reserve Bank of India for personally providing me with 

his valuable publications in the area of present study. 

I gratefully acknowledge the services rendered by Dr. C.R. Nayak, Head and 

System Engineer, Computer Centre, NBU for his affectionate assistance in 

computational work. 

I should be thankful to my father Md. Daud Ali, Head Master, Ranitala High 

School, Ranitala, Murshidabad for his suggestions and constant inspiration and 

interest in my research work. I am also grateful to my mother, brothers, sisters and 

relatives for their moral support and encouragement. 

Last, but not the least, I am highly thankful to Shri Asis Nag and Mrs. Mallika 

Nag for their sincere computer typing work, which has helped me to complete !he work 

within the stipulated time frame. 

Department of Economics 
North Bengal University 
Dated : 2 t.s-1:-- 1 

Q.) U...V\ e._/ 2_ 0 0 Lt 

(Abdul Hadi) 



AAP 

ACRC 

AFC 

AIRRBEA 

A/0 

ARDRS 

BGB 

BIRD 

BPM 

CBs 

CBI 

C-D Ratio 

Cl 

CRAFICARD 

DAP 

DCC 

DCP 

DICGC 

DRI 

DRDA 

E-D Ratio 

EPW 

GBB 

GGB 

HGB 

HO 

HRD 

HS 

IDBR 

IRDP 

JIIB 

LBS 

Mai.GB 

LIST OF ABBREVIATIONS USED IN THE THESIS 
. . 

Annual Action Plan 

Agricultural Credit Review Committee 

Agricultural Finance Corporation 

: All Indian Regional Rural Bank Employees' Association 

: Area Office 

: Agriculture and Rural Debt Relief Scheme 

Bardhaman Gramin Bank 

Banker Institution for Rural Development Corporation 

Bank Pertanian Malaysia 

Commercial Banks 

Central Bank of India 

Capital-Deposit Ratio 

Cottage Industry 

lll 

Committee to Review Arrangements for Institutional Credit 
for Agriculture and Rural Development. 

Development Action Plan 

District Central Co.-Operative Bank 

District Credit Plan 

Deposit Insurance and Credit Guarantee Corporation 

Differential Rate of Interest 

District Rural Development Agency 

Expenditure-Deposit Ratio 

Economic and Political Weekly 

Grameen Bank of Bangladesh 

Gaur Gramin Bank 

Howrah Gramin Bank 

Head Office 

Human Resource Developm'ent 

Higher Secondary 

Industrial Development Bank of India 

Integrated Rural Development Programme 

Journal of Indian Institute of Bankers 

Lead Bank Scheme 

MallabhLim Gramin Bank 



Mayu.GB 

MGB 

NABARD 

NBU 

NGB 

NGOs 

NJBM 

NIT 

NPA 

OBC 

OD 

PBS 

PSU 

RA 

RBI 

sc 
SCBs 

SGB 

SHGs 

SLR 

SSI 

ST 

TC 

UBKGB 

UBI 

UCO Bank 

UTI 

WB 

WF 

Mayurakshi Gramin Bank 

Murshidabad Gramin Bank 

N~tional Bank for Agriculture and Rural Development 

North Bengal University 

Nadia Gramin Bank 

Non-Governmental Organisation 

National Institute of Bank Management 

National Industrial Tribunal 

Non-Performing Assets 

Other Backward Class 

Organisational Development 

Performance Budgeting System 

Public Sector Undertaking 

Rural Artisans 

Reserve Bank of India 

Schedule Cast 

Scheduled Commercial Banks. 

Sagar Gramin Bank 

Self- Help Groups 

Statutory Liquidity Ratio 

Small Scale Industry 

Schedule Tribe 
' 

Transaction Cost 

Uttar Banga Kshetriya Gramin Bank 

United Bank of India 

United Commercial Bank 

Unit Trust of India 

West Bengal 

Working Fund 

lV 



ACKNOWLEDGEMENT 

LIST OF ABBREVIATIONS 

LIST OF TABLES 

LIST OF FIGURES 

CHAPTER- I : INTRODUCTION 

CONTENTS 

1.1. Statement of the Problem 

1.2. A Brief Review of Literature, Work 
Already Done in the Area of the Study. 

1.3. Justification of the Study 

1.4. Objectives of the Study 

1.5. The Conceptual Framework 

1.6. Research Methodology 

1 . 7. Presentation of the Study 

Notes 

CHAPTER - II GENESIS AND DEVELOPMENT OF 
REGIONAL RURAL BANKS IN 
WEST BENGAL 

2.1. Introduction 

2.2. A Profile of the State of West Bengal 

2.3. Background and Expansion of RRBs in 
West Bengal. 

·· ···· 

2.4. A Brief Overview of All RRBs in West Bengal. .. 

2.4.1. Gour Gramin Bank 

2.4.2. Mallabhum Gramin Bank 

2.4.3. Mayurakshi Gramin Bank • 

2.4.4. Uttar Bang a Kshetriya Gramin Bank ... 

2.4.5. Nadia Gramin Bank 

2.4.6. Sagar Gramin Bank 

2.4.7. Bardhaman Gramin Bank 

2.4.8. Howrah Gramin Bank 

2.4.9. Murshidabad Gramin Bank 

2.5. Turnover of RRBs in the State 

2.6. Summary 

Notes 

Pages 

iii 

ix 

xiii 

1-15 

3 

10 

10 

11 

12 

14 

14 

16-34 

16 

16 

19 

25 

25 

25 

26 

27 

27 

28 

29 

29 

30 

31 

31 

34 



CHAPTER -Ill : RESOURCE MOBILISATION OF 
RRBs IN WEST BENGAL. 

3.1. Introduction 

3.2. Share Capital 

3.3. Share Capital Deposit 

3.4. Reserve Fund 

3.5. Deposits 

3.5.1. Growth of Deposits 

3.5.2. Per RRB and Per Branch - Deposit ..... 

3.5.3. Types of Deposits 

3.6 Borrowings and Refinance 

3. 7 RRB-wise Financial Resources in 
West Bengal. 

3.8. Comparative Assessment of Growth 
of Resources of RRBs - Fund. 

3.9. Summary 

Notes 

. CHAPTER -IV: NATURE AND PATTERN OF CREDIT 
DISBURSEMENT OF RRBS IN WEST 
BENGAL. 

4.1. Introduction 

4.2. Purposes of Loans and Advances 

4.3. Different Types of Loans and Advances 

4.4. Growth of Loans and Advances 

4.5. Per RRB and Per Branch Outstanding Advances. 

4.6. Credit- Deposit Ratio 

4.7. RRB-wise Loans and Advances and 
C-D Ratio in West Bengal. 

4.8. Comparative Assessment of Total and 
Per Branch Outstanding Advances and 
C-D Ratios of RRBs in West Bengal. 

4.9. Relationship Between Growth of Credit 
and Deposits: (A Mathematical Treatment) ..... 

4.1 0. Summary 

Notes 

CHAPTER- V : RECOVERY PERFORMANCE AND THE 
PROBLEMS OF LOAN REPAYMENT 

5.1. Introduction 

5.2. Methodology 
5.3. Recovery Performance and NPA-Ievel 

of RRBs. 

Pages 

35-71 

35 

35 

36 

36 

38 

38 

4'1 

43 

44 

47 

63 

68 

70 

72-104 

72 

72 

73 

75 

76 

77 

79 

94 

97 

101 

103 

105-140 

105 

106 

106 

Vl 



5.4. RRB-wise Recovery Position in West Bengal. .. 

5.5. RRB-wise NPAs in West Bengal 

5.6. Causes of Poor Recovery of Loans 

5.7. Recovery Percentage and its Relationship 
........ and Educational Status of Borrowers ..... 

5.8. Defaulters and Non-Defaulters ....... : ... . 
. . . .. and Educational Status. 

5.9. Some Reasons for Defaults : 
Field Survey Observation. 

5.1 0. A Comparison Between RRBs with the 
Gramin Bank of Bangladesh and the Bank 
Partanian Malaysia. 

5.11. Summary 

Notes 

CHAPTER- VI : FINANCIAL VIABILITY AND 
PROFITABILITY PROBLEMS OF 
RRBs IN WEST BENGAL 

6.1. Introduction 

6.2. Methodology 

6.3. The Concept of Viability and Profitability 
of RRBs. 

6.4. Profitability and Viability of RRBs in 
India and West Bengal. 

6.4.1 Profit & Loss Making RRBs 

6.4.2. Income, Expenditure and Productivity ... 

6.4.3. Growth Analysis 

6.4.4. Ratio Analysis 

6.5. RRB-wise Profitability and Viability 
Performance in the State. 

6.6. Working of RRBs : Reviews by Various 
Committee. · 

'-. 

6. 7. Factors Behind Achieving Economic 
Viability of RRBs. 

6.8. Reasons for Low-Level of Profitability 
of RRBs in the State. 

6.9. Summary 

Notes 

CHAPTER- VII : PERFORMANCE OF SAMPLE BRANCHES 
OF MURSHIDABAD GRAMIN BANK 

7.1. Introduction· 

7.2. Methodology 

7.3. Branch-wise Growth of Deposit 

Pages 

113 

116 

118 

121 

127 

131 

135 

137 

139 

141-217 

141 

142 

146 

147 

148 

151 

154 

156 

161 

203 

206 

211 

212 

216 

218-247 

218 

219 

220 

Vll 



7.4. Growth of Deposits : A Comparative 
Assessment. 

7.5. Growth of Outstanding Advances 

7.6. C-D Ratio of the Selected Branches 

7.7. Recovery Performance of Selected Branches .... 

7.8. Productivity of Selected Branches 

7.9. Per Staff Productivity of Selected Branches .... 

7.1 0. ProfiULoss of the Selected Branches 

7.11 . Productibility Ratios of the Selected Branches ... 

7 .12. Summary 

Notes 

CHAPTER-VIII : MAIN FINDINGS, SUGGESTIONS 
AND CONCLUSION 

8.2. Main Findings 

8.3. Suggestions 

8.4. Conclusion 

BIBLIOGRAPHY 

APPENDICES 

Pages 

231 

233 

235 

236 

238 

240 

242 

243 

245 

247 

248-257 

248 

253 

256 

258 

269 

Vlll 



LIST OF TABLES 

Table 2.1 : West Bengal at a Glance, 2001 

Table 2.2 : Districts (Area, Population, Head Quarters) 
in the State of West Bengal. 

Pages 

18 

19 

Table 2.3 RRBs in the State of West Bengal of RRBs (as on 31st Mar,2001).... 20 

Table 2.4: Branches and Covered Districts (a!; on 31st Mar, 2001) ..... 21 

Table 2.5 : Some Parameters of RRBs in the State of West Bengal 
(as on 31st Mar, 2001) ...... 22 

Table 2.6 : District-wise Position of Financial Institutions in West Bengal 
(as on 31st Mar, 2001). · ...... 24 

Table 3.1: Share Capital, Share Capital Deposit and Reserve Fund 
of RRBs in West Bengal and lndia(1998-99 to 1999-2000)..... 37 

Table 3.2: Growth of Deposits of RRBs in West Bengal and India .. .. .. 39 

Table 3.3: Per RRB Deposits and Per Branch Deposits or RRBs 
in West Bengal and India. 42 

Table 3.4 : Current, Savings and Term Deposits of RRBs in West 
Bengal and India. 43 

Table 3.5 : Borrowings by RRBs from Different Sources in West 
Bengal and India (1998-99 to 1999-2000) 46 

Table 3.6 : The Amt. of Total Borrowings by RRBs and its Growth 
over the Previous Year in West Bengal and India. 

Table 3.7: Growth ofDeposits, Per Branch Deposits and 
Borrowings of GGB. · 

Table 3.8 : Growth of Deposits, Per Branch Deposits and 
Borrowings of Mai.GB. 

Table 3.9 : ·Growth of Deposits, Per Branch Deposits and 
Borrowings of Mayu.GB 

Table 3.10: Growth of Deposits, Per Branch Deposits and 
Borrowings of UBKGB 

Table 3.11 : Growth of Deposits, Per Branch Deposits and 
Borrowings of SGB . 

Table 3.12: Growth of Deposits, Per Branch Deposits and 
Borrowings of BGB 

Table 3.13 : Growth of Deposits, Per Bra.nch Deposits and 
Borrowings of HGB 

Table 3.14: Growth of Deposits, Per Branch Deposits and 
Borrowings of NGB 

Table 3.15: Growth of Deposits, Per Branch Deposits and 
Borrowings of MGB 

Table 3.16: Growth of Owned Funds of RRB in West Bengal 

47 

48 

50 

51 

53 

54 

56 

58 

59 

61 

63 

IX 



Table 3.17: Comparative Assessment of Growth of Total and Per 
Branch Deposits and Borrowings of RRBs in West Bengal. ..... 

Table 4.1: Growth of Outstanding Advances of RRBs in West Bengal 
and India. 

I 
Table 4.2 : Outstanding Advances Per RRB and Per Branch in 

West Bengal and India. ( 

Table 4.3 : Credit Deposit Ratio of RRBs in West Bengal and India ...... 

Table 4.4 : Growth of Outstanding Advances, Per Branch Advances 
and the Trend of Credit Deposit Ratio of GGB. 

Table 4.5 : Growth of Outstanding Advances, Per Branch Advances 
and the Trend of Credit Deposit Ratio of Mai.GB · 

Table 4.6 : Growth of Outstanding Advances, Per Branch Advances 
and the Trend of Credit Deposit Ratio of Mayu.GB 

Table 4.7: Growth of Outstanding Advances, Per Branch Advances 
and the Trend of Credit Deposit Ratio of UBKGB. 

Table 4.8: Growth of Outstanding Advances, Per Branch Advances 
and the Trend of Credit Deposit Ratio of SGB. 

Table 4.9 : Growth of Outstanding Advances, Per Branch Advances 
and the Trend of Credit Deposit Ratio of BGB. 

Table 4.10 : Growth of Outstanding Advances, Per Branch Advances 
and the Trend of Credit Deposit Ratio of HGB. 

Table 4.11 : Growth of Outstanding Advances, Per Branch Advances 
and the Trend of Credit Deposit Ratio of NGB. 

Table 4.12 : Growth of Outstanding Advances, Per Branch Advances 
and the Trend of Credit Deposit Ratio of MGB. 

Table 4.13 : Comparative Assessment of Growth of Total and Per 
Branch Outstanding Advances and C-D Ratios of RRBs 
in West Bengal. 

Table 5.1 : Recovery Performance and Overdue Position of 
RRBs in West Bengal and India (1999'-2000) 

Table 5.2: NPA of RRBs in West Bengal and in India (1996-2001) ..... . 

Table 5.3 : Assets Classification, NPAs and Recoveries of RRBs 
in India. 

Table 5.4 : NPA Position in- Select States of India 

Table 5.5 : Recovery Performances of all RRBs of West Bengal 

Table 5.6: RRB-wise NPAs in West Bengal (1993-2001) 

Table 5. 7 : Recovery Percentage and Its Relationship with Land 
Holding, Level of Income, Family Size and Sex. 

Table 5.8: 

Tabl~ 5.9: 

Recovery Percentage and Its Relationship with Age of 
Borrowers, Caste and Educational Status. 

The Number of Defaulters and Non-Defaulters with 
RespeCt to Land Holdings, Level of Income, Family 
Size and Sex. 

Pages 

65 

74 

76 

78 

80 

81 

83 

84 

86 

88 

89 

91 

93 

94 

107 

110 

112 

112 

114 

117 

122 

125 

128 

X 



Table 5.10: The Number of Defaulters and Non-Defaulters with 
Respect to Age of Borrowers, Caste and Educational 
Status. 

Table 5.11: Reasons for Defaults : Borrowers' View 

Table .5.12: Reasons for Defaults : Bankers' Views 

Table 6.1 : Number of RRBs in Profit and Loss in India and 
West Bengal (1991-92 to 2000-01). 

Table 6.2 : Income, Expenditure, Profit and Productivity of RRBs 

Table 6.3: Growth Percentages over Five Years 
(1995-96 to 1999-2000). 

Table 6.4 : Financial Ratios of RRBs in India and West Bengal 

Table 6.5 : Income, Expenditure and Productivity of GGB 

Table 6.6 : Income, Expenditure and Productivity of Mai.GB 

Table 6.7: Income, Expenditure and Productivity of Mayu.GB 

Table 6.8 : Income, Expenditure and Productivity of UBKGB 

Table 6.9 : Income, Expenditure and Productivity of NGB 

Table 6.10 : Income, Expenditure and Productivity of BGB 

Table 6.11 : Income, Expenditure and Productivity of SGB 

Table 6.12 : Income, Expenditure and Productivity of HGB 

Table 6.13: Income, Expenditure and Productivity of MGB 

Table 6.14: Per Branch Av. Income, Expenditure and Profit/Loss 
of RRBs in West Bengal. 

Table 6.15: Per Employee Average Income, Expenditure 
and Profit/Loss of RRBs in West Bengal. 

Table 6.16 : Total Amt. of Profit/Loss of RRBs in West Bengal 
(1993-94 to 2000-01). 

Table 6.17: Analysis of Financial Ratios of GGB 

Table 6.18: Analysis of Financial Ratios of Mai.GB 

Table 6:19: Analysis of Financial Ratios of Mayu.GB 

Table 6.20: ·Analysis of Financial Ratios of UBKGB 

Table 6.21: Analysis of Financial Ratios of NGB 

Table 6.22: Analysis of Financial Ratios of BGB 

Table 6.23: Analysis of Financial Ratios of SGB 

Table 6.24: Analysis of Financial Ratios of HGB 

Table 6.25: Analysis of Financial Ratios of MGB 

Table 6.26: The Amount of Investment and Investment 
Ratios of RRBs in West Bengal. 

Table 7.1 : The Detailed Position of Deposit Growth of Polsanda 
Branch of MGB. 

Pages 

130 

132 

134 

148 

152· 

155 

157 

162 

164 

166 

169 

171 

173 

175 

177 

179 

181 

183 

185 

187 

189 

191 

192 

194 

196 

198 

200 

202 

207 

221 

XI 



Xll 

Pages 

Table 7.2: The Detailed Position of Deposit-Growth of Ransagar 
Branch of MGB. · 222 

Table 7.3 : The Detailed Position of Deposit Growth of Kalukhali 
Branch of MGB. 224 

Table 7.4: The Detailed Position of Deposit Growth of Shaikpara 
Branch of MGB. 226 

Table 7.5: The Detailed Position of Deposit Growth of Ranitala 
Branch of MGB. 228 

Table 7.6: The Detailed Position of Deposit Growth of Salinda 
Branch of MGB. 230 

Table 7.7: Growth of Deposits of the Selected Branches of MGB 232 

Table 7.8 : Growth of Outstanding Advances of the Selected 
Branches of MGB. 234 

Table 7.9: A Trend of C-D Ratios of the Selected Branches of MGB ... ... 236 

Table 7.10: Recovery Position of Selected Branches of MGB 237 

Table 7.11: Total Productivity of the Selected Branches of MGB 239 

Table 7.12: Per Staff Productivity of the Selected Branches 
of MGB. . 241 

Table 7.13: Profit/Loss of the Selected Branches of MGB 242 

Table 7.14: Profitability Ratios of the Selected Branches of MGB 243 



xiii 

LIST OF FIGURES 
Pages 

Fig. 2.1: Bank-wise Proportion of Branches of RRBs in West Bengal. 21 

Fig. 2.2: Map of the State of West Bengal 30a 

Fig. 3.1: Component of Own Fund of RRBs 38 

Fig. 3.2: Growth of Deposits of RRBs in West Bengal and India 40 

Fig. 3.3: Current, Savings and Term-Deposits of RRBs in West Bengal 44 

Fig. 3.4: Current, Savings and Term-Deposits of RRBs in India 44 

Fig. 3.5: Bank-wise Deposits of RRBs in West Bengal (1994) 66 

Fig. 3.6: Bank-wise Deposits of RRBs in West Bengal (2001) 66 

Fig. 3.7: Bank-wise Proportion of Deposits of RRBs in W.B.(1994) 67 

Fig. 3.8: Bank-wise Proportion of Deposits of RRBs in W.B.(2001) 67 

Fig. 4.1: Growth of Outstanding Advances of RRBs in W.B. and India 74 

Fig. 4.2: RRB-wise Outstanding Advances in West Bengal(1994) 95 

Fig. 4.3: RRB-wise Outstanding Advances in West Bengal(2001) 95. 

Fig. 4.4: RRB-wise Proportion of Outstanding Adv. in West Bengal(1994) 96 

Fig. 4.5: RRB-wise-Proportion of Outstanding Adv. in West Bengal(2001) 96 

Fig. 5.1: Recovery Performance of RRBs in West Bengal and India 108 

Fig. 5.2: Bank-wise Recovery Performance of RRBs in West Bengal(1992) 115 

Fig. 5.3: Bank-wise Recovery Performance of RRBs in West Bengal(2000) 115 

Fig. 6.1: Profit/Loss Making RRBs in West Bengal and India (1997) 149 

Fig. 6.2: Profit/Loss Making RRBs in West Beilgaland India (2001) 149 

Fig. 6.3: Components of Income and Expenditure of RRBs 
in West Bengal (1995-96 & 1999-2000) 153 

Fig. 6.4: Components of Income and Expenditure of RRBs 
in India (1995-96 & 1999-2000) 153 

Fig. 7.1: Map of the District of Murshidabad Showing the Study Area 218a 



CHAPTER-I 

INTRODUCTION 

1.1 Statement of the Problem 

One of the most important objectives of activities of the Indian State is the 

alleviation of poverty. The large scale persistence of rural poverty in India brought 

into focus the significance of adoption of measures which aimed at improving the 

access of the rural poor to resources of production, particularly the comme·rcial bank 

credit which was virtually non-available to the small borrowers and the weaker 

sections. In spite of various measures and reforms introduced in the banking sector 

such as mandating the funding to priority sector and linking with the development 

programmes for weaker sections, it is constantly alleged . that the benefits of the 

institutional credit expansion· have largely accrued to the well-off farmers and a 

majority of the rural poor have remained outside the institutional network. There is a 

large variety of arguments that explain for the limited access of the rural poor to the 

institutional credit. It is argued that in view of the asymmetric information of the 

borrowers, the institutional agencies based their lending decisions on size and 

composition of borrowers' wealth. Institutional lenders prefer to lend against 

immovable and tangible collaterals and consequently the labourers, artisans and 

small landholders, who are deficient in such collateral assets, generally remain 

screened out. Thus, reforms in the institutional credit system for rural areas continue 

to be of utmost concern. One such step, which was expected to bring about reduction 

in rural poverty and inequality, was improving the access of the rural poor to the 

institutional credit. It was against this background that the Government of India 

appointed a Working Group on the Rural Banks(1975) under the chairmanship of 

Shri M. Narashimham "to examine in depth the setting up of new rural banks to 

enter the credit requirements of the rural people" .1 It was on the recommendation of 

this committee that regional rural banks (RRBs), as a new arrangement were 

established in 1975 to overcome ethos, attitudes and high cost profile of the 

commercial banks which were not conducive to meet the credit needs of the rural 

population, especially of the weaker sections, to the required extent. 

RRBs have been appeared to provide banking services to the rural people 

and extending wide variety of financial assistance to the weaker and poorer sections 

of the rural society. The main objective of these banks is to develop agriculture and 
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activities allied to it, village industries and other productive activities in rural areas by 

providing credit and other facilities, particularly to small and marginal farmers, 

agricultural labourers, artisans and small entrepreneurs which elevate the socio

economic condition of the rural people. 2 

Since their inception, the RRBs have increased impressively in terms of their 

number and spread. By 2001, there were 196 RRBs with 14,311 branches covering 

over 484 districts in the country. Their aggregate deposits as of March 2001 stood at 

Rs. 38277.78 crores and outstanding advances at Rs.15814.89 crores (Key 

Statistics on RRBs, NABARD, 2001 ). However, the progress in the number of 

branches, deposits and advances of the RRBs do not convey their qualitative 

performance, especially in terms of the original objectives. As a consequence, there 

have been vehement arguments to revamp the RRBs either by merging them with 

their sponsor banks or by enlarging their role to include even the non-target groups. 

Considering that weak clientele does not make an institution strong the RRBs have 

been allowed to lend up to 60 percent of their lending to non-target groups (Review 

of Working . RRBs, NABARD, 1997). 

The most serious problem faced by RRBs is their economic~e~bility, i.e., 

insufficiency of interest revenue from agricultural loans to meet the financial and 

transaction costs incurred by RRBs. Several measures have been initiated by the 

RBI and the Govt. of India since 1991 such as providing greater flexibility in lending 

operations, rationalization of interest rate structure, relocation of loss incurring 

branches and others. Again, the restructuring of the RRBs has been debated at 

length without a resolution. Several proposals have been put forth like merger with 

sponsor bank, merger into rural subsidiaries of commercial banks and the merger of 

.all RRBs into a Nation-wide Rural Banks (NRBs). The latest is the plan for 

restructuring RRBs in a phased manner within the existing framework by cleaning 

up of their balance sheets and by infusing fresh capital and introduction of 

Development Action Plan (DAP) with effect from 1994-95 for achieving break-even 

level within a reasonable period. The DAP envisages several measures to be taken 

by RRBs for improving their performances. 

There are also other areas where the rural credit delivery system is quite 

unsatisfactory and it is imperative that early measures are taken to bring about an 

enduring improvement in the credit qelivery system. It is also imperative that the 

performance of the RRBs be analysed and assessed in .the light of original objectives 
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and the shortcomings that have surfaced over time so that institutional reforms in this 

respect, i.e., to meet adequately and efficiently the equity and efficiency consi

derations, be properly tuned up. 

K~eping the above aspects in mind, this study have made an attempt to 

analyse as to how the RRBs could succeed in augmenting institutional reform in the 

field of rural credit and what are the important factors that influence the profitability 

of RRBs so that RRBs can improve upon such parameters which would further 

enhance their viability and profitability. 

Studies on the performance of RRBs in West Bengal are very few. Therefore, 

in the changing face of rural credit, it warrants our attention to make a detailed and 

indepth st!JdY of the performance of all RRBs in West Bengal. The study has been 

done with special reference to the functioning and performance of a particular RRB 

in West Bengal, namely, Murshidabad Gramin Bank, sponsored by United Bank of 

India. The Bank was established on 171
h November, 1984 and purports to serve the 

entire district of Murshidabad in West Bengal with a network of 40 branches. It might . 
be expected that these branches represent the financial state of a majority of the 

RRBs in the state as well as in the country. 

Though, most of the RRBs have succeeded in expanding the outreach of 

institutional credit to remote areas of the country, since beginning their viability 

have been a matter of concern for the policy makers, viz., Reserve Bank of India 

(RBI), NABARD, the Government of India and sponsor banks. Before the year 

1998, many RRBs were also suffering from frequent losses. It was, therefore, felt 

pertinent to enquire into causes of those . During the course of enquiry, the 

researcher was able to reach at certain conclusions and make some relevant 

suggestions which may help RRBs to . make profit and provide proper 

. service to the rural poor people. Hence, the study is expected to fill an important 

gap in research in this field. 

1. 2 A Brief Review of Literature, Work Already Done in the Area of the 
StUdy 

Studies on the performance of RRBs in West Bengal are few. But a good 

number of studies have been done in other states of India. A brief review of relevant 

literature is done below. 
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Hazari (1976), in his article has tried to identify the area in which the Regional 

Rural Banks can participate . in rural development by introducing the concept of 

'Command Area Development'. He argued that instead of solely depending on 

individual farmer to increase output, it is necessary to channelise the amenities to 

the groups of farmers for the integrated development of the region. 

Datta (1977}, in his paper has evaluated the growth in the number of Regional 

Rural Banks, branches, deposits and advances over the period between October 

1975 and December 1976. He has made an attempt to compare the different 

activities of Regional Rural Banks, Primary Co-operatives and Commercial Bimks 

relating to interest, loan disbursement, operating cost etc. He found that the cost of 

funds is necessarily high for the RRBs, as they pay a higher rate of interest than· the 

commercial banks. On the other hand, they lend at rates of interest equivalent to 

those charged by primary co-operatives. 

Dantwala (1978) explained that the urgent need is to make credit available to 

those who are in dire need of it, at the right time and with the simplest possible 

formalities. With the help of RRBs the weaker sections •. viz., small and marginal 

farmers, landless labourers or village artisans should be assisted decisively and 

directly, irrespectively of the cost involved rather than through piece-meal subsidies. 

Kurulkar and Deogirikar (1980) have shown that major proportion of the 

beneficiaries belonged to landless category, followed by small and marginal farmers 

in the Marathawada Regional Rural Bank. The percentage flow of credit to these 

weaker sections has shown a declining trend and the study recommended for 

reconsideration of loaning policies of the bank. 

Rao (1980) analysed the performance of Sri Visakh Grmin Bank (SVGB) in 

terms of distribution of gains, cropping pattern and asset acquisition. He selected 

two branches of SVGB, namely, Kalingapatnam and Rajam to represent irrigated 

and non-irrigated area respectively. His findings are encouraging. He found that the 

net return from credit is considerably high except business activity in the irrigated 

area than the non-irrigated area. Though cropping pattern has not changed 

significantly between pre and post Banking operations but farmers had shifted from 

traditional farming to HYV farming. The acquisition of asset had been found more in 

the categories where loans are provided in the form of asset itself. He concluded that 



efficient work culture of the bank worker is the main reason for such tremendous 

success. 

Srivastava and Subramaniam (1982) attempted to analyse a steady growth in 

the number of RRBs over the five-year period from 1975 to1979. In 1975, there were 

6 Regional Rural Banks with 17 branches and by 1979 there were 57 RRBs with 

1990 branches, indicating 9.5 times and 117 times increase in banks and branches 

respectively. He concluded that the coverage of RRBs was uneven and. the bulk of 

assistance both . direct and indirect has gone to small and marginal farmers and 

agricultural labourers in conformity with the objective of RRBs. 

Lakshminarayana (1984) stressed the need for educational programmes, 

establishing effective link between credit, marketing and other services and dis

semination of knowledge about improved technology in agriculture and allied fields to 

improve the recovery of laons advanced by Mayurakshi Grameen Bank. 

Khandelwal (1986), in his paper attempted to put focus on personnel policies 

for the RRBs. He has divided his paper into two sections: Section-! and Section-11. 

Section-I focuses on the ··problem area·· in personnel management in RRBs and 

Section-II puts forward some suggestions for improvement of their personnel policies. 

Naidu and Naidu (1988) evaluated the impact of the Rayalaseema Grameena 

Bank on income, profits and employment in different categories of beneficiaries. The 

income had increased to. the extent of Rs. 153, Rs. 96 and Rs. 140 for paddy, jowar 

and groundnut crops respectively between pre-loan and post loan periods. The 

increase in mandays of employment was 40.00%, 36.84% and 28.57 % for small 

farmers, marginal farmers and landless labourers respectively. 

Sangwan (1989), in his article attempted to identity the factors affecting 

viability with special reference to RRBs in Uttar Pradesh. It was found that the profit 

making RRBs preferred to invest more of their funds (deposits) at calls market and 

short notice market rather than loans and advances to weaker sections which implies 

lack of profit incentive in rural lending. 

Kalkundrikar _(1990) in his book has explained.the important ·role of RRBs in 

the institutional credit· delivery system .. He has attempted to review the working of 

RRBs and evaluate the contribution of these institutions for economic development of 

Karnataka State. The study used survey technique and case study method. While 

tracing the genesis and rationale of RRBs scheme, the features of the. scheme 
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including the objectives, functional aspects and its role in the rural credit market are 

documented in the book. The details of economic profile discussed in the book 

provide adequate background about the area of study. The identified parameters for 

reviewing the performance of RRBs in the State like branch expansion, deposit 

accretion, credit deployment and profitability are quantified and their comparison 

with RRBs in the nation brings out interesting findings. 

Velayudham and Sankarnarayanan (1990) discussed the background and 

. objective of RRBs which is to bring about progress with social justice to the rural 

poor. RRBs are to be set up mainly in under banked and unbanked regions of the 

country. This means that RRBs are to function in remote rural areas which lack basic 

amenities like education, medical help, transport and communications. They have 

also discussed the growth, performance and various problems of RRBs. At the end 

they drew inferences to aid policy formulation after analyzing the recommendations 

of various committees [viz., Kelker Working Group (1986), Khusro Committee 

(1987), Narasimham Committee (1991), etc.]. 

Dharma Rao (1991) analysed the impact ofVisakha Grameena Bank finance 

on the non-farm sector covering small business activity, transport and artisan activity 

in selected districts of Andhra Pradesh. He found that the level of investment, 

incqme and consumption expenditure have shown a marked change but the level of 

increase in employment and assets position was relatively lower. 

Dadhich (1993), in his article discussed about the revitalization of rural bank 

branches. He observed a somewhat inverse relationship between size of loan 

amount and percentage of transaction cost to borrowers. Also, he found that the 

transaction cost for rural credit vary between 6 percent in the case of commercial 

banks and 7 percent in the case of RRBs. Finally, he noticed that the Self-Help 

Groups (SHGs)/Non-Governmental Orgnisations (NGOs) help borrowers to save a 

sizeable portion of transaction costs, resorting to simplifications in the procedures 

and maintaining close contacts with the borrowers. 

Roy ( 1994), · in his ·study after tracing the evolution of RRBs in India, 

attempted to test how far the objectives of RRBs had been achieved. The progress of 

RRBs in respect of capital, deposits, advances, income, expenditure, recovery 

performance and profit or loss were reviewed as well as the nature of mobilization of 
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rural savings through RRBs and the causes of their profit or losses were probed. He, 

in short, tried to evaluate the structure and functioning of the RRBs in West Bengal. 

Srivastava et al. (1994) examined the role of RRBs in supplying rural credit, to 

judge the economic viability of RRBs, to identify the constraints responsible for 

losses and to study the changing role of RRBs as influenced by the farm sector 

reforms. He found that out of 196 RRBs, 150 have been continuously running at a 

loss. Till the end of March 1993, the cumulative figure of deficit was Rs. 930 crores. 

Sinha et al. (1994) aimed to find out the comparative analysis about pattern 

of income, expenditure, profit or loss and break-even levels for deposits as well as for 

loan business of RRBs and Central Co-operative Banks (CCBs) for the period 1987-

92. The expenses incurred by the CCB was more than those incurred by the RRB 

but the establishment expenses were comparatively higher in the RRB than in the 

CCB. Break-even analysis indicated that the CCB was operating above the break

even level for deposits and also for advances during the period under the study but 

the profitability was declining, whereas the RRB was operating below the break-even 

level both for advances and deposits during the period. 

Tarapore (1994), in his speech prescribed 'Cross subsidisation' as an 

important instrument for the efficient policy implementation, so that benefit of the 

rural credit scheme of RRBs goes to the hand of 'indigent poor'. In this process he 

also stressed on the role of NGOs and SHGs. Moreover, recalling the experience of 

many other countries he suggested deregulation of lending and deposits rates for the 

efficient operation of RRBs. Side by side he gave emphasis on restru~turing the tier 

system of RRBs, so that District Co-operative Banks and Primary Agricultural Credit 

Societies (PACS) could generate sufficient indigenous resources to meet the 

immediate demand. 

Kaushik (1996), in his paper has tried to examine the role of RRBs in the 

poverty· alleviation in Haryana by examining the Haryana Kshetriya Grmin Bank, 

Bhiwani and Gurgaon Gramin Bank. He found that income generation effect is 

significant in agricultural subsidiary activities such as animal husbandry, rural 

industry, small business. His observation revels that low level of pre-credit income 

of the people, credit inadequacy, lack of co-operant factors of production, lack of skill 

and infrastructural facilities and marketing constraints are the main reasons· which 

hinder the RRBs' objective to alleviate poverty, particularly in the study region. 
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Anand (1998), in his paper has shown that the viability of the RRBs in their 

present form is at stake. He assessed the performance of some select gramin banks, 

and found that the number of branches, deposits, advances per branch a11d 

advances per capita were found to be in an increasing trend , but credit deposits (CD. 

ratio has registered slight decrease during the period. 

Das (1998) had tried to focus on the performance and prospects of Indian 

RRBs on the light of profitabil ity and viability. She had shown that the recent financial 

sector reform and the diversification of the operation such as investment provision in 

the money market, and provision for an indigenous decision taking units would help 

to improve the performance of RRBs in India. 

Hossain and Uddin (1998) , in their paper tried to evaluate the operational 

performance of the Bangladesh Gramin Bank, between the periods 1983 to 1994. 

Their findings revealed that though Bangladesh Gramin Bank (BGB) had been 

earning marginal profit during the period, the operational profitability relative to 

working fund , earning assets, common equity and volume of business was very low 

and sometimes negative. The main reason for such poor performance of the BGB in 

terms of operational profitability has been identified as the failure of bank to control 

its non-interest expenses effectively and efficiently. The scholars also suggested that 

controlling of the expenditure on employee by increasing their productivity would be a 

viable guideline to improve the operational performance of Bangladesh Gramin Bank. 

Sonara (1998) analysed the evaluation and growth of RRBs in Gujarat in 

comparison with the RRBs at all India level. His study dealt with management and 

organizational set-up of the banks and discussed also the mobilization of fi nancial 

resources , lending operation , credit-deposit ratio and recovery performance of five 

selected RRBs of Gujarat. Viability of RRBs was described in the stiudy to assess the 

profitability of the banks after explaining various components of income and 

expenditure . 

Kalra and Singh (2000) , in their paper attempted to study the extent of 

success of Regional Rural Banks in the field of institutional reforms such as rural 

credit and tried to identify the factors which could improve the profitability of the 

RRBs. They took operational area of Malwa Gramin Bank of Punjab as the study 

region . Using the econometric tools such as regression and principal component 

analysis, they concluded that Malwa Gramin Bank inspite of having the objective to 



9 

serve for the poor segment of the society, its transactions are largely confined within 

the better - offs segment of the society, Though overtime it has become successful 

in mobilizing its funds in such a fashion so that it could earn a profit by improving 

the recovery rates. They suggested that appropriate legal support, self governance, 

freedom relating to loaning aspects, creation of recovery climate would strengthen 

the performances of RRBs. 

Expert Committee on rural Credit , ECRC (2001) recommended formation of 

a new set of regionally oriented rural banks which would combine the eooperatives' 

local feel and familiarity with problems and the commercial banks' business acumen, 

ability to mobilize deposits, access to central money market and modern outlook. He 

included some important reform measures, such as deregulation of interest rate of 

advances as well as deposits, permission to lend to others outside target groups, 

provision for rationalization of branch network relocation and merger of loss-incurring 

branches, introduction of 'Kisan Credit Cards' to simplify provision of a production 

credit to their clients. 

Amalorpavanathan (2001) attempted to focus the restructuring of Regional 

Rural Banks. He observed the structural weakness of RRBs, such as narrow clientele 

base, stunted structural growth, lack of capacity to serve, inefficient allocation of 

resources, lack of market integration, lack of morale, etc. Also, he focused some 

approach to remodeling of RRBs like freedom for operation, better governance and 

accountability, responsibility of government on the board of RRBs, capital adequacy, 

etc. 

Hosamani (2002), in his book focused the performance of RRBs by 

examining the · Malaprabha Gramena Bank in Karnataka . He observed that the 

gross ratio and operating ratios were unfavourable for earning profit. His observation 

revealed that emphasis on adequate, timely and equitable distribution of credit , 

would enhance income and employment opportunities of the borrower. 

Uddin (2003) had tried to study in depth the working and performance of 

RRBs in the state of Uttaranchal and cited a economic profile of the state. The 

important aspects of the working of these banks such as branch expansion, deposit 

mobilization, profitability, etc. had been critically analysed. In his study, the impact of 

RRBs on the rural economy of Uttaranchal had been · assessed through some 
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selected parameters and the internal and external constraints which were 

responsible for a chequered growth of the banks, had been enumerated . 

1.3 Justification of the Study 

The basic justification for undertaking the present study is two-fold. First, the 

researcher is born and brought up in the district in which the field survey was 

proposed to undertake. Familiarity of the researcher with the land and people and 

institutions of the region helped him in carrying out an indepth and ·meaningful 

research on the issue at hand. Secondly, since very few studies have been done on 

RRBs in West Bengal in general and no study had been done on Murshidabad 

Gramin Bank in particular, it was felt that a study on this aspect of rural finance 

might be appropriate at that point of time. 

Murshidabad Gramin Bank (MGB) has a vital role to play for the development 

of rural people of a backward district like Murshidabad.3 From the investigation of 

the documents at the Head Office of Murshidabad Gramin Bank (MGB) situated at 

Berhampore and particularly from the office of the managers of various branches, it 

appeared that no work had been done till date to evaluate the overall performance of 

MGB for the development of marginal and small farmers , artisans and other rural 

people. Under the circumstances, we thought that an evaluation of the performance 

of the Murshidabad Gramin Bank would be able to fulfill the existing gap in research 

in this area. 

1.4 Objectives of the Study 

The main objective of this study is to analyse the growth and performance of 

the Regional Rural Banks (RRBs) in West Bengal with special reference to the 

Murshidabad Gramin Bank in terms of physical and financia l indicators . 

The other specific objectives of the study are as follows : 

(i) To identify the problems of resource mobilization in the rural areas of 

West Bengal in general and Murshidabad district in particular. 

(ii ) To study the recovery position of the RRBs in West Bengal. 

(ii i) To check whether there have been any misutilisation and/or diversion of 

credit. 
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(iv) To evaluate the performance of the selected branches of the Murshidabad 

Gramin Bank. 

(v) To find out the causes of overdues. 

(vi) To examine the nature of recovery of loans and advances. 

(vii) To elucidate the opinions of the Directors, Officials, other bankers and 

borrowers about the functioning of the bank. 

(viii) To find out the basic need of rural people to improve their financial 

condition, and 

(ix) To suggest appropriate policy measures for better performance, i.e., 

overall improvement of the functioni.ng of RRBs. 

1.5 The Conceptual Framework 

The empowerment of an individual to earn his living has been one of the most 

important objectives of state policies in modern times. The process of globalization 

has resulted in much upheaval in the Indian financial structure and the past decade 

has witnessed much painful introspection over the philosophy and strategy of rural 

finance. For· instance, while the social control measures of 1967 and the 

·subsequent nationalization in 1969 emphasized the thrust on rural lending, the 

Khushro Committee of 1991 questioned the very existence of Rural Banks. Many 

untenable practices have been finally done away with and much needed 

reconciliation has been made in the process of streamlining of the financial 

infrastructure. 

It is important to note that the rural sector in particular and the agricultural 

sector in general will always be in need of productive credit. These sectors are 

incapable of accumulating sustained resource basis unlike the industrial sector. On 

the other hand, the rural sector has been throwing up numerous opportunities apart 

from agriculture necessitating a measured approach to financing. 

One of the offshoots of globalisation has been the testing of business 

acumen of financial institutions and by extension, of the viability of their financial 

institutions themselves just as they test the viability of their financial !endings. But 

financial institution can not entirely operate on loss or profit considerations, human 

welfare is equally, if not more important. 
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The RRBs, ever since their inception, have been subjected to criticisms with 

regard to their concept, coverage and viability, even though these banks have made 

considerable impact by making banking services accessible to the rural poor and 

instilling banking habits in them and providing capital assistance to the target 

groups. However, from the point of view of financial soundness, the performance of 

RRBs has not been an unqualified success for various· reasons, most important 

among them are the defects in their operational methods. 

The recent reports by Narasimham and Khusro committees on Financial 

Sector Reforms stated that the non-viability of RRBs was built-in phenomenon, 

which was evident from the meagre number of RRBs earning profit (27 out of 196) .. 

Narasimham had proposed options, the implementation of which was subject to the 

decision of RRBs but Khusro was very harsh and even stated that RRBs did not find 

banks or be eliminated by creating rural subsidiaries of commercial banks. But the 

government considered the recommendation made by these committees and took a 

decision to revamp these RRBs and strengthen their capital base. 

The government has decided to restructure 49 RRBs during 1994-95 under 

first phase and during 1997-98 so far 138 out of 196 RRBs had been taken up for 

restructuring with a financial support of Rs. 1147 crore. The Committee for such 

restructuring consisted of representatives of RBI, NABARD and the Chairman of 

public sector banks such as Bank of Baroda, Punjab and Sindh Bank and chairman 

of concerned RRBs. A meeting of this Committee was held und~r the Chairmanship 

of special secretary (Banking) and modalities of restructuring were plan to attain 

viability which is commonly known as Development Action Plan (DAP). It is hoped 

that through the plan the RRBs would attain viability and continue to function as a 

· vital financial institution in the country. In view of the above, divergent views on the 

performance of RRBs, an objective and rigorous evaluation of the performance of 

RRBs is felt. The Murshidabad Gramin Bank is one of the RRBs considered for 

restructuring in West Bengal. Hence, the present study was undertaken with an 

overall objective of assessing the achievement of the Murshidabad Gramin Bank vis

a-vis its stated objectives. 

1.6 Research Methodology 

The study is based on existing literature, statistics and field survey. So, the 

analysis of literature, secondary data and primary data have been incorporated in 
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the study. For secondary data and literature we have used the library of the 

University of North Bengal (NBU) , various offices and branches of Regional Rural 

Banks (RRBs) ; the National Library, Kolkata; Library of the Centre for Studies in 

Social Sciences, Kolkata; Library of District Collectorate of Murshidabad, Block 

Development Offices of this district, Office Library of All India Regional Rural Bank 

Employees· Association (AIRRBEA), Berhampore ( now in Kolkata) as well as their 

relevant and useful sources. On the other hand, for the primary data we have 

surveyed the sample branches of Murshidabad Gramin Bank (MGB). 

The area of the study was the State of West Bengal in India in general and 

the district of Murshidabad in particular. First, we selected 6 different branches of 

Murshidabad Gramin Bank on the basis of recovery performance. Out of those two 

branches each were grouped under good, satisfactory and poor category. Then we 

took 40 households of two villages from the service area of each branch (i.e., the 

total number of covered villages was 12) comprising of 20 farmers, 10 artisans and 

1 0 rural households other than farmers and artisans. Hence, the total size of 

sample was two hundred and forty . 

Data has been collected by the researcher through personal interview with 

the respondents by the help of a questionnaire made for the purpose. Various books, 

journals, bulletins, articles, unpublished Ph.D. theses etc. have also been consulted 

to select re levant secondary data and information. Data on the performance of the 

physical and financial variables of the bank, flow of credit, the nature of utilization of 

credit, the impact of credit on production , productivity per staff, productivity per 

branch, overdues, asset position, consumption pattern, income levels, employment, 

capital adequacy, problem of repayment of loans, the experience of rural people in 

obtaining loan from RRBs, the terms and conditions of credit and so on, have been 

collected on the basis of questionnaire. After the collection of relevant data these 

have been processed for relevant statistical calculation manually, by using 

calcula_tor and also by using computer. The tools used for analyzing data are simple 

frequency counts, simple average, percentage, ratio analysis, correlation, regression, 

etc. 
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1. 7 Presentation of the Study 

The study has been presented in eight chapters. 

Chapter - I introduces the statement of the problem and the significance and 

relevance of the study. The objectives of the study, a brief review of literature, 

conceptual framework, justification of the study, research methodology of the study 

are also being discussed in this chapter. Chapter-11 deals with the genesis and 

development of all 9 RRBs in the State of West Bengal. Chapter- Ill discusses the 
.. . 

problems of resource mobilization of the bank with special attention to deposit and 

the major source of fund of RRBs along with a comparative discussion among the 

RRBs of the State. Chapter-IV describes the nature and pattern of credit 

disbursement of RRBs in the state along with inter-bank as well as state and national 

level comparison. Factors which affect the growth of credit disbursement is 

explained in this chapter. Also a relationship between deposit and outstanding 

advances of the RRBs is dealt with. Chapter-V is devoted to evaluate recovery 

performances of RRBs in the State. Chapter-VI deals with the financial viability and 

profitability problems of the RRBs in the state in general and the Murshidabad 

Gramin Bank (MGB) in particular. In the next chapter (Chapter - VII) the 

performance of the selected branches of Murshidabad Gramin Bank is highlighted. 

The concluding chapter (Chapter-VIII ) summaries the overall findings and brings out 

the suggestions to improve the performance of the Regional Rural Banks along with 
. ' ' . ' . 

providing proper service to t1;1e rural poor people. 

Notes. 

1The Working Group on Rural Banks (1975) identified the various 

weaknesses of the cooperative credit agencies and commercial banks and felt 

the existing institutions with their present structure would not be able to fill the 

regional and financial gap in the rural credit system within a reasonable period 

of time even with such adoption, reorganization and restructuring as might 

be considered (Hosamani, 2002). 

2 Rural people are always unable to exhibit their latent potential and face 

many difficulties in obtaining loans. It is generally believed that rural credit 

must be so cheap that even the poorest farmer, rural. artisan and other 
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people of the weaker sections of the community can afford it and may be able 

to get it easily (Sonara, 1998). 

3Since establishment of the MGB on 17th November, 1984 it is striving hard 

for eXtending 'Banking Service' in the district of Murshidabad. The primary 

objectives of the bank are to render banking service to the people of rural 

areas for overall economic development with special emphasise to assist the 

weaker section of the comm~nity of the district to rise above the poverty line 

(Annual Report of MGB, 1994-95) . 

. . 



CHAPTER-II 

GENESIS AND GROWTH OF REGIONAL RURAL BANKS IN 
WEST BENGAL 

2.1. Introduction 

Like all other third world countries India has been facing the.problem of cronic 

poverty since its inception. Even at the beginning of the twenty-first century a 

considerable percentage of people remains poor. According to the NSSO Report, 

during . 1999-2000, the percentage of people below the poverty line was 26.10% in 

India. The above scenario is also present in the state of West Bengal. Above 70% of 

total population of the state lives in rural areas and a major part of the rural people 

have been facing the financial problem in conducting their vocation due to low level 

of income. 

A poor man without access to income generating assets remains poor 

despite very hard labour. Unfortunately, the poor segment do not have any income 

generating resosurces in their own possession or they do not have any access to 

bank credit from the traditional financial institutions as they could not provide 

collateral securities. Consequently, they have been borrowing for ages from the 

moneylenders at an exorbitant rate of interest (which ranges from 200 to 500 percent 

per annum). But institutional credit is a basic human right like others and the landless 

poor should have access to the same. So, in 1975, Regional Rural Banks were 

established as a new set of commercial bank sponsored, regionally based, rural 

oriented and low cost banks having the feel and familiarity of the local problems and 

the commercial business acumen for providing credit in the rural areas and mobilize 

rural savings. 

2.2 A Profile of the State of West Bengal 

When India became independent in 1947, 'Bengal' was partitioned between 

India and Pakistan. While Pakistan's share came to be. called East Pakistan (now 

Bangladesh), India's share was called West Bengal. The State of West Bengal 

covers the bottleneck of India in the East stretching from the Himalayas .in the North 

to the Bay of Bengal in the South. It is bounded on the North by Sikkim and Bhutan, 

on the East by Assam and Bangladesh, on the South by the Bay of Bengal and on 

., 
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the West by Orissa, Jharkhand, Bihar and Nepal. The total area of the State is 

88,751 sq.km. In terms of area West Bengal's position is 121
h in India. 

As per the 2001 census, the total population of the State is 8,02,21,171, out 

of which the number of male and female are 4,14,87,694 and 3,87,33,477 

respectively. The decadal growth rate of population is 17.84 (1991-2001) percent and 

the density of population (persons per sq.km) is 904. Regarding total population, 

West Bengal is the fourth State in lndia,1 (excluding Union Territories). Sex ratio 

(females P.er 1000 males) is 934. Out of total population about 70 percent live in rural 

area and the total number and percentage of the schedule caste population are 

about 1.90 crore and 23.62 percent respectively. Literacy rate of the State is 69.22 

percent, for male it is 77.58 percent and for female it is 60.22 percent. 

Agriculture is the prime source of income of the rural people of the State. 

Seventy percent of total population of West Bengal are engaged in ·agriculture and it 

contributes over 30 percent of the State's income. Out of the total area of the State, 

62.91 percent is used for crop production, out of which 13.72 percent is forest. The 

State produces 15.3 percent of the country's total output of rice. The area under rice 

cultivation in 1993-1994 was 58.75 lakh hectares (Economic Review, Govt. of West 

Bengal, 1995-96). The State accounted 66.5 percent and 22.2 percent of the 

country's jute (including mesta) and tea respectively during that time. The other 

major crops of the State are potatoes, oilseed, tobacco, wheat, sugarcane, etc. 

One of the major industrial states in India, West Bengal had 10,236 registered 

and functioning factories in 1995. While the number of registered. small-scale 

industrial units upto March, 1995 was 4,53,831 (Economic Review, Govt. of West 

Bengal, 1995-96). Major industries include engineering, automobiles , chemicals, 

pharmaceuticals, aluminium, ceramics, jute, cotton textiles, tea, paper, leather, 

footwear, bonemal, bicycle, dairy, poultry and timber-processing. Central Public 

Sector undertakings include locomotive, cable, fertilizer, ship-building and ordnance. 

The State undertakings include tea, sugar, chemicals,. phytochemicals, agro-textile, 

sugarbeet, fruit and vegetable processing, electromedical and other allied industries 

(including mineral development). Coal and China clay are two important minerals 

being exploited. 

The legislature is unicameral- the Legislative Assembly. The State is divided 

in. 19. districts. 2 The three-tiered Panchayat Syst~m is with 3360 Gram Panchayat at 

1 72313 
13 JUN ,oo~ 
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base, 341 Panchayat Samitties at the Community block (intermediate) level and 18 

Zilla (District) Parishad at the apex. The number of seats, in these three systems are 

51201, 8576 and 724 respectively. West Bengal is the first State where 30 percent 

reservation of seats for woman in the elected bodies was implemented. The 

Panchayat acts as the agency for implementing development programmes. The 

State has 357 Colleges and 10 Universities for higher education. At the end of 

March of 2001, as regards the financial institution, the Schedule commercial Banks 

had 4424 number of branches and the total number of cooperatives wa~ 7138 and 

the number of population per branch office of Scheduled Commercial Banks was 18 

thousands. 

Table 2.1 : West Bengal at a Glance , 2001. 

1. Total Geographical area 

2. Total number of Districts 

3. Total Population 

4. Percentage of Rural Population 

5. Percentage of Urban Population 

6. Growth of Population (1991-2001) 

7. Density of Population (sq.km.) 

8. Sex Ratio (females per 1000 males) 

9~ Literacy Rate 

10. No. of Universities 

11. No. of RRBs 

12. Total no. of Sch-eduled Commercial Bank Branches -

13. Population per Bank Branch 

14. No. of Registered Factories 

15. No. of Hospital 

16. Percentage of Cultivable Area to total area 

88751 sq.km. 

19 

80221171 

71.97% 

28.03% 

17.84% 

904 

934 

69.22% 

10 

9 

4424 

18000 

12308 

416 

66.48% 

17. Percentage of Forest Area to total area 17.70% 

18. Total Road length - 76040 km. 
Source: Compiled from Economic Review (2001-2002), Statistical Appendix, Govt. of West 

Bengal. 
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Table 2.2 : Districts (Area, Population, Head Quarters) in the State of West 

Bengal. 

Sl.No. District's Name 

1. 

2. 

3. 

4 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

Burdwan 

Birbhum 

Bankura 

Midnapore (E) * 

Midnapore (W) 

Howrah 

Hooghly 

24-Parganas(N) 

24 Parganas(S) 

Kolkata 

Nadia 

Murshidabad 

Uttar Dinajpur 

Dakshin Dinajpur 

Maida 

Jalpaiguri 

Coach Behar 

Darjeeling 

Purulia 

West Bengal 

Area (sq.kms) 

7024.0 

4545.0 

6882.0 

14081.0 

3467.0 

3149.0 

4094.0 

9960.0 

104.9 

3927.0 

5324.0 

3180.0 

2183.0 

3733.0 

6227.0 

3387.0 

3075.0 

6259.0 

88751.0 

Population 
(2001) 

6919698 

3012546 

3191822 

9638473 

5040047 

5040047 

8930295 

6909015 

4580544 

4603756 

5863717 

2441824 

1502647 

3290160 

3403204 

2478280 

1605900 

2535233 

80221171 

Head Quarter 

Burdwan 

Suri 

Bankura 

Tomluk 

Midnapore 

Howrah 

Chinsurah 

.Aiipore 

Barasat 

Kolkata 

Krishna nagar 

Berhampore 

Raiganj 

Balurghat 

Maida 

Jalpaiguri 

Coach Behar 

Darjeeling 

Purulia 

Kolkata 

Source : Economic Review : Statistical Appendix , (2001-02), Govt. of West Bengal. 

Note : * As on 151 January 2002, Midnapore District was divided into two districts, 
Midnapore (East) and Midnapore (West), but data are not available separately. 

2.3 Background and Expansion of RRBs in West Bengal 

In developing country, like India rural development is the most important 

concern of the national economy. From the time of independence of our country, a 

number of plans and programmes have been adopted and implemented by the 
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Central and State Governments for improving the standard of living of rural 

community. Among these, the schemes of bank nationalization, creation of lead 

bank and new licensing policy are the corner stone for availability of bank finance to 

the small and marginal farmers, agricultural labourers, artisans and small 

entrepreneurs in rural areas. Implementation of these plans and programmes are 

also important to fulfill the basic. need of the rural people through their involvement 

in various economic activities of rural development scheme . But inspite of all these 

efforts, the expected benefit from the Scheduled Commercial Banks, have not · 

trickled down to the majority in rural areas and ultimately this state of affairs lead the 

Central Bank Schemes by promulgating· an ordinance of the Government of India on 

26th September 1975. As a result, initially, five Regional Rural Banks (RRBs) were 

set up on October 2, 19753 which followed the recommendations made by the 

working group constituted by the Government of India on 1st July 1975. To study, in 

depth, the problem of devising alternative agencies to provide institutional credit to 

rural people in the context of steps initiated under the 20 points Economic 

Programme. As on 2"d October 1975, out of first five RRBs in the country one was 

at Maida in West Bengal under the • name of Gaur Gram in Bank which was the 1st 
. . 

RRB in Eastern Region of India and covered three districts of the State of West 

Bengal. Then, in 1976, Mallabhum Gramin Bank and Mayurakshi Gramin Bank were 

established and in next year another RRB, Uttar Banga Kshetriya Gram in Bank was 

Table 2.3 : RRBs in the State of West Bengal Cas on 31 March. 2001). 

SI.No. Name of RRBs Date of Name of Sponsor Head Office 
Establishment Banks 

1. ~our Gramin Bank (GGB) 2"a Oct, 1975 United Bank of India Maida 

2. Mallabhum Gramin Bank(Mal GB) gth April, 1976 United Bank of India Bankura 

3. Mayurakshi Gramin Bank 16th Aug. 1976 The United Commercial Suri 
· (Mayu.GB) Bank 

4. Uttar Banga Kshet(iya y!h March,1977 Central Bank of India Coach 
Gramin Bank (UBKGB) Behar 

5. Nadia Gramin Bank (NGB) 2th Aug, 1980 United Bank of India Krishnanagar 

6. Sagar Gramin Bank (SGB) 24th Sept, 1980 United Bank of India Ulto Danga 

7. Bardhaman Gramin Bank(BGB) 24th Nov, 1980 The United Comm.Bank Bardhaman 

8. Howrah Gramin Bank (HGB) 1 ih June, 1980 The United Comm. Ban~ Howrah 

9. Murshidabad Gramin Bank(MGB) 17th Nov, 1984 United Bank of India Berhampore 

Source : Key Statistics on RRB (various issues ) NABARD and Annual Reports of RRBs. 
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established, they covered seven districts of the state, four districts of South Bengal 

and three districts of North Bengal (the State of West Bengal Geographically is 

Table 2.4: Branches and Covered Districts of RRBs {as on 31 March, 2001) 

SI.No. Name of Number of Name of covered districts 
Total no. of RRBs covered 

districts Branches 

1. GGB 4 (i) Maida (59) 
148 (ii) Murshidabad (26) 

(iii) North Dinajpur (35) 
(iv) South Dinajpur (28) 

2. Mai.GB 4 
(i) Midnapore (wJ 176 

(78) 
(ii) Midnapore (E 
(iii) Bankura (64) 
(iv) Purulia (29) 

3. Mayu.GB 1 Birbhum (65) 65 

4. UBKGB 3 
(i) Da~eeling (28) 

113 (ii) Jalpaiguri (39) 
(iii) Cooch Behar (46) 

5. NGB 1 Nadia (65) 65 

6. SGB 2 
(i)North 24 Parganas (65) 

115 (ii)South 24 Parganas (50) 

7. BGB 2 
(i) Bardhaman (71) 

90 (ii) Hooghly (partly) (19) 

8. HGB 2 
(i) Howrah (43) 

59 (ii) Hooghly (16) 

9. MGB 1 Murshidabad (40) 40 

Source : Key Statistics on RRBs, NABARD and various Annual Reports 

13. 

Flg.2.1 : Bank-wise Proportion of Branches of 
RRBs in West Bengal (2000-01) oGGB 

4.59% 

20.21% 

• Mai.GB 

oMayu.GB 

oUBKGB 

.NGB 

oSGB 

. BGB 

oHGB 

.MGB 
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Table 2.5: Some Pa.rameters ofRRBs in the State of West Bengal (as on 31 March, 2001) 

(Rs. in lakhs) 
Sl.No. Name of No. of Owned Deposits Borrow- Invest- Loans Loans Ace. Profit CD NPA% Recovery Produc- Produc-

RRBs Branches funds ings ment outstan- issued Loss or ratio %(June tivity tor tivity 
ding loss* 2002) Employee per Br. 

1 GGB 143 100 42007 2683 18033 16514 8088 .9223 110 39 30 45 65 395 

2 Mal.GB 176 5820 60532 1448 16104 20219 8822 5715 250 33 26 49 69 459 

3 Mayu.GB 65 1682 22861 876 15404 8736 4894 4123 155 38 15 50 68 486 

4 UBKGB 113 1092 33550 839 14303 13712 6283 5385 70 41 28 51 63 418 

5 NGB 65 1962 17746 1622 14857 4944 1135 1585 184 28 42 47 72 349 

6 SGB 115 2412 45530 1325 3625 9878 4051 2654 503 22 35 36 84 482 

7 13GI3 90 921 28873 1121 25056 9021 4287 310 115 31 25 55 78 421 

8 HGB 59 816 23297 1170 23934 4618 1755 0 122 20 24 55 91 473 

9 MGB 40 100 11547 674 8344 3721 1085 666 56 32 25 61 88 382 I 

W.Bengal 871 14905 285942 11758 172289 91364 40400 29661 1565 32 28 47 72 433 
' 

India _!!3!l_ - L_348027 _ 3827778 ~0602t)_ 2693025 ___1281489_ _879737 280303 60905 41 1_L- 69 77 378 
L__ - ·--- -- - -

Source: Key Statistics on RRBs, NABARD, 2001 

Note : * - ve sign indicates loss. 
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divided into two parts, one is North Bengal and other is South ·Bengal). In the years 

1978 and 1979 no Regional Rural Bank was established, but in 1980 three RRBs 

(viz., Nadia Gramin Bank, Sagar Gram in Bank and Bardhaman Gram in Bank) were 

set up (Table 2.3) and they covered another five districts of the State. Then 

Howrah Gramin Bank and Murshidabad Gramin Bank were established in 1982 and 

1984 respectively a!ld after that all districts (excluding Kolkata) of the State were 

being covered by the RRBs (Table 2.6). 

At the end of September 1993 the total number of RRBs in West Bengal was 

9 and the total number of their branches was 864. During that period the aggregate 

deposits of all RRBs in West Bengal was Rs. 58115.88 lakhs and total amount of 

outstanding advances was Rs. 30,786.56 lakhs. At same period the overdue 

advances and credit deposit ratio (C-D ratio) was Rs. 10,934.10 lakhs and 53 

percent respectively in West Bengal. While at the same . time, the number of 

RRBs, branches, total deposits, total advances (outstanding ), overdue advances 

and C-D ratio of all RRBs in India are 196; 14546; Rs. 733799.72 lakhs; Rs. 

4,68,232.03 lakhs; Rs. 1,63,483.41 lakhs and 64 percent respectively. At the end of 

March 2001, the total number of RRBs in West Bengal remained unchanged at 9 and 

the total number of branch networks increased to 871. Aggregate deposit and 

outstanding advances of the all RRBs of .the State of West Bengal increased to Rs. 

285942 lakhs and Rs. 91364 lakhs respectively, but credit ratio decreased to 32 

percent during the same period (Table 2.5) 

In the State of West Bengal RRBs have been playing an important role in the 

rapid development of banking business during last two and half decades. But 

recovery performances of RRBs of this State are not satisfactory. ln. view of the 

unsatisfactory recovery p<;>sition of RRB~. National Bank for Agriculture and Rural 

Development (NABARD) has been monitoring on a quarterly basis their working in 

relation to important parameters such as productivity, cash management, advances 

portfolio and recovery performance and advising RRBs about remedial steps. Now, 

RRBs have been allowed to provide loans for non-priority sector purposes like 

laons for con~umer durables and loans for various purposes against the security of 

gold ornaments, National Savings Certificates, Indira Vikas Patra, Kisan Vikas Patra, 

etc. to.both target and non-target groups (Review of Working of RRBs, 1997).4 
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Table 2.6 : District-wise Positions of Financial Institutions in West Bengal 

(as at the end·of June 2001) 

Sl. Name of No. of No. of Popn. Per Per 
No. of 

No Dist. RRBs SCBs Per Br. Capita capita 
Branches Branches* (in 000) Bank Bank PACs 

Deposit- Advance 
** s 

1. Burdwan 71 373 19 6992 1516 613 

2 Birbhum 65 174 17 3375 861 351 

3 Bankura 69 166 19 3001 630 422 

4. Midnapore(E) 
178 

480 20 3438 714 1796 

5 Midnapore(W) 

6 Howrah 43 220 19 7528 1176 214 

7 Hooghly 35 252 20 5848 909 510 

8 
24 Par-

65 375 24 8142 977 485 ganas (N) 
9 24 Par-

50 235 29 3142 443 494 ganas (S) 

10 Kolkata - 988 5 79745 48700 -

11 Nadia 65 180 26 3512 737 360 

12 
Murshida-

64 221 27 2142 527 491 bad 

13 
Uttar 

35 83 29 1556 508 199 Dinajpur 

14 
Dakshin 

28 64 23 1795 556 207 Dinajpur 

15 Maida 59 146 23 2205 617 229 

16 Jalpaiguri 39 136 35 3337 1023 183 

17 Darjeeling 28 109 15 9855 2706 100 

18 
Cooch 

46 110 23 2010 603 238 Behar 

19 Purulia 29 112 23 2986 534 246 

* 
West Bengal 

871 4424 18 8786 3586 7138 

Source: Economic Review (2001-02), Statistical Appendix, Govt. of West Bengal, p. 204, 205. 
Note:* No. of Schedule Commercial Banks' branches including RRBs' branches. 

** P.-\CS - Primary Agricultural Co-operative Credit Society. 

Member 

of PACs 

(in '000) 

533 

205 

339 

1313 

128 

424 

218 

192 

-

240 

275 

118 

84 

149 

87 

51 

158 

98 

461262 

Working 
Capital of 

PACs 
(Rs.'OOO) 

11065 

2214 

2578 

17467 

3164 

4990 

3663 

2339 

-

3552 

2725 

1456 

2438 

1877 

703 

439 

1552 

513 

62735 
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2.4 A Brief Overview of All RRBs in West Bengal 

Now, the State of West Bengal is being served by 9 RRBs with a network of 

871 branches spread over 18 districts of the State. A brief overview of every RRB 

in the State can be seen in Table 2.3, Table 2.4 and Table 2.5 which reveal the 

following: 

2.4.1 Gour Gramin Bank (GGB) 

The first RRB in the state of West Bengal was established in the _2nd Oc~ober 

1915, under the name of Gaur Gramin Bank (GGB) which was one of the first five 

RRBs in India and the only one in the Eastern Region. The head Office is located at 

Maida and the United Bank of India (UBI) is its sponsoring bank. The area of 

operation of GGB covers four districts namely, Maida, Murshadabad (partly), Uttar 

Dinajpur and Dakshin Dinajpur. Up to March 2001, the bank had 59 branches in 

Maida district and 26 branches in the Murshidabad district while in Uttar Dinajpur 

and Dakshin Dinajpur district the number of branches are 35 and 28 respectively. 

The total number of branches of GGB is 148. 

The performance of GGB about expanding its branch network in reaching to 

the weaker sections in the unbanked and neglected areas has been remarkable. 

Only one branch out of 59 branches of GGB operating in Maida district situated in 

urban areas. Performance of GGB regarding credit expansion was satisfactory. As 

on December 1985 the total deposit of GGB was Rs.133020 lakhs and its total 

advances was Rs. 1299.12 lakhs whereas on 31st March 2001 the deposits and 

advances rose to Rs. 42007 lakhs and Rs. 16514 lakhs respectively. Credit deposit 

ratio is also satisfactory than any other commercial banks. In Maida district there are 

86 branches of the nationalized commercial banks, but in comparison with GGB. 

these banks have not shown liberal policy in opening branches in most neglected 

and unbanked rural areas of this district. 

2.4.2 Mallabhum Gram in Bank (Mal. GB) 

The second RRB in West Bengal State was opened on 91
h April, 1976, under 

the name of 'Mallabhum Gramin Bank'. The Head Office of Mai.GB is located at 

Bankura and United Bank of India is the sponsoring bank of this gramin bank also. 

The Mal. GB covers four districts, viz., East Midnapore, West Midnapore, Bankura 

and Purulia. At present the total number of branches of this bank is 176, among 
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them 78 branches are in Ea?t Midnapore and West Midnapore districts, 69 in 

Bankura district and rest 29 branches are in Purulia district. 

The deposit mobilized by Mai.GB in December 1984 was Rs. 16061akhs and 

increased to Rs. 21489 lakhs in March 1996, i.e., Mai.GB had grown by 13.4 times 

during the period of 12 years, whereas in West Bengal during this period the deposits 

of RRB increased 16.7 times (in December 1984 deposits were Rs. 58131akhs and 
. . . . 

incrased to Rs. 97076 in· March 1996). At the end of March 2001 the deposits of 

MaLGB rose to Rs. 60532 lakhs. The bank has completed 25 years of- its service 

and gives a satisfactory picture in the field of rural credit. As on December 1985 the 

amount of total credit of this bank was Rs. 1149.96 lakhs and increased to Rs. 

20219.00 lakhs in March 2001. The credit deposit ratio was also satisfactory than any 

other commercial banks at that period. At present the total number of branches of 

the RRB are higher than those of other scheduled commercial banks in the above 

four districts (East Midnapore, West Midnapore, Bankura and Purulia). 

2.4.3 Mayurakshi Gramin Bank (Mayu.GB) 

Mayurakshi Gramin Bank was established on 161
h August 1976 as the third 

RRB in the state after six months of the establishment of Mallabhum Gramin Bank. 

The Head office of the bank is located at Suri and its sponsoring bank is the United 

Commercial Bank. At the end of June 1987 the total number of branches rose to 65 

and after June 1987 no new branch of Mayu GB has been established. This bank 

covers the district of Birbhum only. 

At the end of June 1987, the amount of deposits mobilized by Mayu GB was 

Rs. 994.00 lakhs and at that time the amount of credit was Rs. 797.91 lakhs with a 

cedit deposit ratio of 80 percent. But, at the end of March 2001 the deposits 

increased to Rs. 22861.00 lakhs and credit increased to Rs. 8736.00 lakhs whereas 

the credit deposit ratio decreased to 38 percent due to highe~ growth of deposits 

than that of credit. The performance of Mayu. GB in expanding its branch network to 

reach to the weaker sections in the unbanked and hitherto neglected areas was 

reasonable. It was noticed that the largest amount of loans were granted for 

agricultural purposes. The other nationalized commercial banks have not shown 

liberal policy in opening branches in most neglected and unbanked rural areas of 
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this district. It means that Mayurakshi Gramin Bank occupies a satisfactory position 

in the above mentioned district during the 25 years of its existence. 

2.4.4 Uttar Bailga Kshetriya Gramin Bank (UBKGB) 

As the fourth RRB in the State Uttar Banga Kshetriya Gramin Bank was 

established on ih March, 1977 as per the provisions of the Regional Rural Bank Act 

which came into force with effect from 9th Feb. 1976. It has been sponsored by the 

Central Bank of India and its Head Office is located at Coach Behar. The area of 

operation of UBKGB comprises of three districts of North Bengal, viz., Coach Behar, 

Jalpaiguri and Darjeeling. The bank was started with paid - up capital of Rs. 25 

lakhs contributed by the Govt. of India, sponsOr Bank and the State Govt. in the ratio 

of 50:35:15 when the authorized capital was fixed at Rs. 1 crore. 

At the very beginning of its life, the performance was good. UBKGB was 

started with two branches in 1977 with 633 deposit and 497 credit accounts and 

total business of Rs. 4.53 lakh. The network of the branches increased to 113 with 

total deposits of Rs. 3595.6 lakhs and outstanding credit of Rs. 3310 lakhs in March 

1990. The recovery performance of the bank during the first six years (1977 -1982) 

was more than 63% of the total demand and decreased to 35.9% during the next 

seven years (1983-1990). It reached to 25.3% during the next five years (1992-

1996). The recovery to disbursement ratio declined from 77.5% (during 1984-90) to 

50.3% (during 1991-96). The credit deposit ratio of UBKGB was 130% in Dec. 19~6 

and it decreased vehemently to 41% in March 2001 because the growth of deposits 

was higher than the growth of advances during that period from 1986 to 2001. The 

present position of the bank as on 31st March 2001. is : 113 branches with a deposit 

mobilization of Rs. 33550.00 lakhs and outstanding credit disbursement of Rs. 

13712.00 lakhs. The major portion of the advances goes to agriculture and allied 

activities. 

2.4.5 Nadia Gramin Bank (NGB) 

It was the 2ih August of 1980, when 'Nadia Gramin Bank' was established 

as the fifth RRB in the state of West Bengal. The Head Office of the bank is located 

at. Krishnanagar and its sponsoring bank is United Bank of India. The operation area 

of NGB is the district of Nadia only. At the end of June 1985 the total number of 

branches was 35, which could mobilise a deposit of Rs. 306.68 Jakhs and the 
-

number of account of deposits was 27675 whereas the outstanding advances of 
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the bank was Rs. 245.08 lakhs and the number of account of outstanding advances 

was 16937. The credit deosit ratio was 80 percent and percentage of recovery 

was 83 percent during that year. The bank has 1 0 years of its service and gives a 

satisfactory picture in the field of rural credit. 

It was expected that the bank would be able to provide adequate credit 

facilities to rural people of the district of Nadia for agriculture and allied activities. For 

this reason in every year the outstanding credit and deposit also increased. In the 

year ended on 31 st March 2001, the total number of branches rose to 65 which 

mobilized a deposit of Rs. 17746 lakhs and outstanding credit of Rs. 4944 lakhs, but 

the credit deposit ratio decreased to 28 percent. 

2.4.6 Sagar Gram in Bank (SGB) 

The sixth RRB in West Bengal is Sagar Gram in Bank which was established 

on 24th September 1980 and its Head Office is located at Ulto Danga. The sponsor 

bank of SGB is also the United Bank of India (UBI). "It covers two districts of North 

24 Parganas and South 24 Parganas. In the year that ended on 31st June 1985, the 

total number of branches was 90 which mobilized a deposit of Rs. 1189.61 lakhs (the 

number of deposit account was 133871) and outstanding credit of Rs. 1160.96 lakhs 

(the number of credit account was 61362) with a credit deposit ratio of 98 percent. 

In fact, the performance of SGB about expanding its branch network in 

reaching to the weaker sections in the unbanked and neglected areas has been 

satisfactory .. · Upto March 2001, the bank had 65 branches in North 24 Parganas 

district while in South 24 Parganas district the number of branches is 50, i.e., the 

total number of branches of SGB during that time was 115. Performance ·of SGB 

regarding deposit arrd credit· expansion was also satisfactory in comparison to other 

commercial banks. The present position of the bank as on 31st March 2001 is: 115 

branches with a deposit mobilization of Rs. 45530 lakhs and outstanding credit 

disbursement of Rs. 9878 lakhs. But the credit deposit ratio decreased to 22 during 

that year. Taking the time and capital factor as well as its rural based character a 

conclusion can be drawn that the position of SGB is somewhat better than the 

commercial banks in these two districts. 
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2.4.7 Bardhaman Gramin Bank (8GB) 

It was the 25th November of 1980, when 'Bardhaman Gramin Bank' was 

established as the seventh RRB in the state. The Head Office of the bank is located 

at Bardhaman and its sponsoring bank is the United Commercial Bank. At the end 

December 1985, the total number of branches rose to 60, which could mobilize a 

deposit of Rs. 414.33 lakhs (the number of deposit a·ccounts was 44930) and 

extended outstanding credit of Rs. 334.38 lakhs (the number of credit account was 

23221). The credit deposit ratio was 81 percent and percentage of recovery was 70 

percent during that year. The bank has completed 20 years of its service and gives 

a satisfactory picture in the field of rural credit. At . present the bank covers two 

. districts, Bardhaman district completely and Hooghly district partly .. In Bardhaman 

district the total number of branches of BGB is 71, on the other hand, in Hooghly the 

total number of branches of BGB is 19 only, i.e., the total number of branches of BGB 

in these two districts is 90. · 

It was expected that the bank would be able to provide adequate credit 

. facilitites to rural people of the above two districts for agriculture and allied 

activities. To fulfil the target in every year the credit disbursements had increased . 

As on 31st March 2001, the Bardhaman Gramin Bank had 90 branches with a 

deposit of Rs. 28873 lakhs and outstanding credit disbursement of Rs. 9021 lakhs. 

While the credit deposit ratio fell to 31 percent.· 

2.4.8 Howrah Gramin Bank (HGB) 

The eighth RRB in the State is 'Howrah Gramin Bank' which was established 

on 1 ih June 1982. the Head Office is located at Howrah and the United Commercial 

Bank is its sponsoring bank. The area of operation of HGB covers two districts, 

namely the district ofHowrah completely and the district of Hooghly partly. Upto 31st 

March, 2001 the bank had 43 branches in Howrah ·district while the number of 

branches in Hooghly district is 16 only. 

The HGB played a vital role to improve the living conditions of the rural 

people of the above two districts. The performance of HGB about expending its 

branch network in reaching to the weaker sections in the unbanked and neglected 

areas has been remarkable and the performance of HGB regarding credit expansion 

was also satisfactory. As on December 1985 the total deposit of HGB was Rs. 

258.80 lakhs (the number of deposit accounts was 27895) and its total outstanding 
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credit was Rs. 94.20 lakhs (the number of credit account was 5426) whereas at the 

end of 31st March 2001, the deposits and outstanding credit increased to Rs. 23297 

lakhs and Rs. 4618 lakhs respectively. The major portion of the advances goes to 

agriculture and allied activities. 

2.4.9 Murshidabad Gramin Bank (MGB) 

The name of ninth and youngest RRB in the state of West Bengal is 

'Murshidabad Gram in Bank'. It was established on 1 th November 1984 and during 

that period only one branch was opened. MGB has been established with a view to 

create an atmosphere for revitalization of the rural economy of the district. The 

entire district is the area of operation of the bank. 

As on 31st March 1991, the total number of branches of MGB rose to 40, out 

of these there were 36 in rural and unbanked areas and · 4 in semi-urban areas. 

During that period the man power position was officers -41, Field Supervisors- 20, 

Junior Clerk-cum-Cashier - 52 and Messenger 42, i.e., the total number of man

power was 161. The total deposit of the bank as on same period increased to Rs. 

956.06 lakhs. 

The performance of MGB regarding credit expansion was satisfactory. The 

bank continued its efforts for extension of credit to its target group of people like 

small farmers, marginal farmers, landless labourers and rural artisans under different 

programme of the govt. viz, IRDP, SSI, FFD, SFPP, etc. for economic upliftment of 

the masses living below the poverty line. The outstanding advance as on 31 51 March 

1991, stood at Rs. 755.21 lakhs and the credit-deposit ratio stood at 79.29 percent 

as against 60.65 percent of previous year. 

At the end of March 2001, the total number of branches remained unchanged 

at 40. Out of 40 branches 39 are in rural area and 1 branch is in semi urban area. 

Aggregate deposit of the bank increased from Rs. 9601.41 lakhs at the end of March, · 

2000 toRs. 11546.73 lakhs at the end of March, 2001 with the deposit growth of 20 

percent as against 29 percent in the previous year inspite of the fact that the district 

was badly affected by flood during the year 2000-2001. The total advances of the 

bank as on 31-03-2001 was Rs. 3720.91 lakhs as against Rs. 3259.99 lakhs on 31-

03-2000 with growth rate of 14.13 percent. The bank has been making si~cere efforts 

to meet the cre:dit needs of the people belonging to the priority sector, as well as 

non·-priority sector. 
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2.5 Turnover of RRBs in the State 

In the State of West Bengal, RRBs are important components of the 

financial system. These institutions were an innovation in providing banking services 

to rural people in general and rural poor in particular. Though, these institutions have 

succeeded in extending the outreach of institutional credit to remote areas of the 

state, since beginning to end of the twentieth century their viability had been a matter 

of concern for the policy makers. 5 All of them-, i.e., 100 percent of RRBs in the State 

were incurring losses in 1994-95. 

Government of India, RBI and NABARD introduced a _ series of policy 

initiatives for the RRBs in the year 1991-92 as a part of financial sector reforms 

process. The focus of these reforms were recapitalisation of selected RRBs 

providing operaional freedom and introduction of transparency in balance sheets of 

the_ RRBs (Deshpandey and Shrivastava, 1999). These policy initiatives helped 

_many RRBs in achieving their viability, though the RRBs system as a whole did not 

_ show signs of revival and even after eight years of initiating reforms some RRBs 

were continued in losses. But, the performance of all RRBs in the state for 2000 -01 

is drastically different from past and the performance indicators of_RRBs which have 

been recently compiled and published by NABARD show a tremendous improvement 

over their performance in the past years. It is also notable that the performance of 

RRBs in different districts are not similar due to different level of socio-economic 

condition of the borrowers such as land size, fertility of land, irrigation system, 

market, business facility, industry, educational status etc. Besides these, awareness 

of borrower, efficiency of bank officials, natural calamities, etc. are also important 

causes of dissimilar performance of RRBs in different districts. These results has 

been analysed in the next chapters of this study. 

2.6 . Summary 

The above analysis reveals the salient features of every Regional Rural 

Bank of the State of West Bengal. It has brought to focus the following highlights : 

(i)- Regional rural Banks have been playing a vital role in the rapid 

development of banking business in the State of West Bengal 

during last two and half decades. · 
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(ii) At the end of March 2001, total number of RRBs in West Bengal 

remained unchanged at 9 and total number of branch networks 

increased to 871. Aggregate deposits and outstanding advances 

of the all RRBs. of West Bengal increased to Rs. 285942 lakhs 

and Rs. 91364 lakhs respectively, but credit deposit ratio 

decreased to 32 percent due to lower increasing rate of advances 

than deposits during the same period. 

(iii) In the State of West Bengal, Gour Gramin Bank is .the· first RRB 

which was one of the first five RRBs in India and the only one in 

.·the eastern region. It is sponsored by the United Bank of India and 

its Head Office is located Maida .. As on 31 51 March, 2001, the 

number of branch networks of GGB was 148 and its total 

deposits, outstanding advances and C-D ratio were Rs. 42007 

lakhs, Rs. 16514 lakhs and 39 percent respectively. 

(iv) The second RRB in the state is Mallabhum Gramin Bank. Its head 

Office is situated at Bankura and sponsored bank is United Bank 

of India. As on 31st March 2001, the number of branch network of 

· the bank was 176 (highest in West Bengal) and its total deposits, 

outstanding advances and C-D ratio Rs. 60532 lakhs, Rs. 20219 

lakhs and 33 percent respectively. 

(v) Mayurakshi Gramin Bank, is the third RRB in the state, is 

sponsored by the United Commercial Bank. The Head Office of 

the Bank is located at Suri. As on· 31 51 March 2001, its branch 

networks was 65 and total deposits, outstanding advances and 

C-D ratio were Rs. 22861 lakhs, Rs. 8736 lakhs and 38 percent 

· respectively. 

(vi) The fourth RRB in the state is Uttar Banga Kshetriya Gramin Bank 

which is sponsored by the Central Bank of India and its Head 

Office is located at Gooch Behar. The number of its branch 

networks was 113 at the end of March 2001 and its total 

deposits, outstanding advances and C-D ratio were Rs. 33550 

lakhs, Rs. 13712 lakhs and 41 percent respectively at the same 

time. 
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(vii) In West Bengal, the fifth RRB is Nadia Gramin Bank which is 

sponsored by United Bank of India. The Head Office of the bank 

is situated at Krishnanagar. At he end of March 2001 the number 

of branch networks of the bank was 65 and its total deposits, 

outstanding advances and C-D ratio were Rs. 177 46 lakhs, Rs. 

· 4944 lakhs and 28 percent respectively at that time. 

(viii) The name of the sixth RRB in the state is Sagar Gramin Bank 

which is sponsored by United Bank of India also. Its Head Office is 

located at Ulta Danga. As on 31st March 2001, the number of 

total branch networks of the bank was· 115 which mobilized Rs .. 

45530 lakhs and its outstanding advances and C-D ratio were 

Rs. 9878 lakhs and 22 percent respectively at the same time. 

(ix) Bardhaman Gramin Bank is the seventh RRB in the state. The 

name of the sponsored bank of the bank is the United Commercial 

Bank and its Head Office is located at Bardhaman. The number of 

total branch networks of the bank was 90 at the end March · 2001 

and at that time its total deposits, outstanding advances and C-D 

ratio were Rs. 28873 lakhs, Rs. 9021 lakhs and 31 percent 

respectively. 

(x) The name of eighth RRB (second ftom last) in the state is Howrah 

Gramin Bank which is sponsored by the United Commercial Bank. 

The head Office of the bank is situated at Howrah. As on 31st 

March 2001, the number of total branch networks was 59 and its 

total deposits, outstanding advances and C-D ratio were Rs. 

23297 lakhs; Rs. 4618 lakhs and 20 percent respectively during 

the same period. 

(xi) The youngest and ninth RRB in West Bengal is Murshidabad 

Gramin Bank. · The Head Office of the bank is located at 

Berhampore and its sponsored bank is United Bank of India. At the 

end of March 2001, the number of total branch networks of the 

bank was 40 and its total deposits, outstanding advances and C- · 

· D ratio were Rs. 11547 lakhs, Rs. 3721 lakhs and 32 percent 

respectively. 
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(xii) At the beginning of 21st century all RRBs in the state of West 

Bengal have been able to show profit which indicates the 

improvement of the performance of them. 

Though, RRBs have succeeded in extending the outreach of institutional 

credit to remote areas of the state, since beginning· to end of the twentieth. century 

their viability had been a matter of concern for. the policy makers. As a part of 

financial sector reforms process, Government of India, RBI and NABARD introduced 

a series of policy initiatives for the RRBs which did help all RRBs in the State to 

achieve their viability. 

Notes 

1According to the Provisional Census Report, 2001 the State of Uttar Pradesh 

continued to be the largest state, population-wise with 16.17% people of the country 

living there, followed by Maharashtra with 9.42% and Bihar with 8.07% . While the 

State of West Bengal occupied fourth place accounting for· 7.81% of the country's 

population (Provisional Census Report, 2001, Government of India). 

2As on 151 January, 2002 Midnapore District was divided into two districts, viz., East 
~ . 

Midnapore and West Midnapore, resulting, now, the total number of districts of West 

Bengal is 19 (Economic Review, 2001-02, Government of West Bengal). 

31nitially, five Regional Rural Banks were set up on October, 1995 at Moradabad and 

Gorakhpur in Uttar Pradesh, Bhiwani in Haryana, Jaipur in Rajasthan and maida in 

West Bengal. These banks were sponsored by the Syndicate Bank, State Bank of 

India, the Punjab National Bank, United Commercial Bank and United Bank of India 

respectively (RBI Report, 1976). 

4 All RRBs were allowed to finance non-target group borrowers upto a ceiling of 40% 

offresh advances since September 1992. then, with the effect from January 1994 the 

· RRBs were allowed to finance nqn-target group borrowers to extent of 60% of fresh 
.. 

loans and · to purchase/discount and issue Demand Drafts/Cheques, 

guarantee/provide remittance and locker facility, etc. (Review of working of RRBs, 

NABARD, 1997). 

5 The policy makers of RRBs are Government of India, Reserve Bank of India, 

NABARD and Sponsor Banks. They play as guide and master of RRbs (Deshpande 

· and Shrivastava, 1997) .. 



CHAPTER - Ill 

RESOURCE MOBILISATION OF RRBS IN WEST BENGAL 

3.1. Introduction 

The most important segment of the financial sector is the development of the 

banking which is an important indicator of the development of a region. The 

development of financial sector as well as the development of banking indicates the 

· improvement in real output and employment in a region. Specially, it is true in India 

where the development of financial institutions including commercial banks, has 

been used by the state, both at national and regional level, as an instrument· of· 

'balanced economic development of regions, functional diversification of banking 

business as per plan priorities and as instrument of social change reserving a part 

of financial resources which is. socially neglected. This chapter intends to portray a 

clear picture of resource mobilization of all RRBs of West Bengal. 

The financial resources of the Regional Rural Banks may be divided into two 

categories, viz. I Owned Fund and Procured Fund. Owned fund consists share 

capital, share capital deposit and reserve fund; on the other hand, procured fund 

consists deposits and borrowings and refinance. These are the most .important . . 

indicators among the major performance indicators of RRBs in our country. 

3.2 Share Capital 

The share capital provides to RRBs cost free fund which acts as a caution 

in their operations and helps tHem in achieving viability. The Central Govt. may 

increase or reduce such authorized capital in consultation with RBI and the 
. . . 

sponsoring bank. According to RRB Act, 1976, each RRB is envisaged to have Rs. 

1 00 lakhs by way of authorized capital but the paid up capital is fixed at Rs. 25 lakhs. 

It is raised to Rs. 50 lakhs during 1986 in terms of section 6(3) of the RRB Act, 1976 

and further inceased to Rs. 75 lakhs in 1993. Out of total paid up capital 50% is 

subscribed by the Govt. of India, 15% by the concerned State Govt. and rest 35% 

by the Sponsor Bank. 

As on 31 March 1999 (Table 3.1 ), in all over India the amount of share 

capital of RRbs was Rs; 19557:50 lakhs which increased to Rs. 19566.25 lakhs at 
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the end of March, 2000. On the other hand, in West Bengal for all RRBs the amount 

of share capital was Rs. 892.50 lakhs as on 31 March 1999 and it was remained 

same in the next year (RBI Bulletin, 1999-2000). 

3.3 Share Capital Deposit 

Undet the recapitalisation programme RRBs are being provided with additional 

equity by the stockholders. to make them financially strong. The _amount of 

· recapitalisation assistance provided for selected RRBs was required to be kept 

under a separate account called "Share Capital Deposit". The amounts received for 

recapitalisation by 86 out of· 138 RRBs selected for revamping as at the end of 

March 1997, aggregated Rs. 64793 lakhs. As on 31 March 1998, as against the 

total sanctioned additional capital of Rs. 154714 lakhs for 151 RRBs, out of which 
. . . -. . . 

Rs. 110092 lakhs had been received by 136 RRBs. Share capital deposit increased 

from Rs. 145407.55 lakhs in 1999 to Rs. 198461.92 lakhs in 2000, indicating 1.36 

folds growth over the previous year (Table 3.1) in the country. While in West Bengal, 

the share capital deposit ofselected RRBs increased from Rs. 6944.12 lakhs to Rs. 

13002.46 lakhs, exhibiting 1.87 folds growth during that period. Upto March 2000, 

all RRBs of West Bengal except ·two RRBs (Murshidabad Gram in Bank and Gour 

Gramin Bank) has been selected for additional capital, i.e., share capital deposit. 

Together with share capital .and share capital deposit of RRBs at the national level 

increased from Rs. 164965.051akhs as on 31 March 1999 toRs. 218028.171akhs as 

on 3tMarch 2000, showing 1.32 folds growth over the previous year. On the other 

hand, at the state level these resources increased from Rs. 7836.62 lakhsto Rs. 

13894.96 lakhs, indicaing .1.77 folds growth during the same time: The RRB's 
. . . 

resources mainly consist of deposits and borrowings and hence, the share capital 

and share capital deposit form insignificant part of the total resources, as shown in 

the Table 3.1. 

3.4 Reserve Fund 

Reserve fund is the another source of RRB's owned fund which depends on 

the adequacy of the net profit earned by the RRBs. The RRB Act does not make any 

provision for such a fund. The reserve of RRBs in India was Rs. 54230.98 lakhs at 

the end of March 2000, recorded a growth of 59.9%. But, on the other side, in West 
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Bengal the reserve of RRBs increased from Rs. 39.82 lakhs to Rs . 69.41 lakhs 

during the same period , recorded a growth of 74.3% which was greater than the 

growth rate at the all India level. (Table 3.1) Like share capital and share capital 

deposit the reserve fund also registered quite an insignificant part of the total 

resources to compare with deposits and borrowings. 

Table 3.1 : Share Capital, Share Capital Deposit and Reserve Fund of RRBs in 

West Bengal and India (1998-1999 to 1999-2000). 

(Rs. in lakhs) 

Owned Fund West Bengal India 

1998-99 .1999-2000 1998-99 1999-2000 

Share Capital 892.50 892.50 19557.50 19566.25 
(0.00) (0.04) 

Share Capital 6944.12 13002.46 145407.55 198461.92 
Deposit (87.2) (36.5) 

Reserves 39.82 69.41 54230.98 86717.31 
(74.3) (59.9) 

Total 7876.44 13964.37 219196.03 304745.48 
(77.29) (39.03) 

Source : Statistical Table Relating to Banks in India, RBI Bulletin, p.1, 86. 

Note: Figures in brackets are percentages of growth over the previous year. 

As on 31 March, 2001, the total amount of owned fund of all RRBs in all over 

India was Rs. 348027 lakhs as against Rs. 304745 lakhs in the previous year, 

recorded a growth of 14.2% which was lower than previous year's growth rate 

(39.03) . On the other hand, the total owned fund of RRBs of the State of West 

Bengal was Rs. 14905 lakhs as on 31 March 2001, as aginst Rs. 13964 lakhs in the 

previous year, recorded a growth of 6.7% which was lower than previous year's 

growth rate (77.29) . As on 31 March 2001 the owned fund of RRBs in West Bengal 

was only 4% of total owned fund of all RRBs at the national level , whereas, for the 

state of Uttar Pradesh, Andhra Pradesh and Karnataka were 28%, 9% and 9% 

respectively . 
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A vital activity for banking institution is the mobilization of deposits which 

determines its working and viability to a great extent and also it is the most important 

source of the banks for enlarging their resources. Deposits mobilized by the RRBs 

play a key role not only as an important source of fund for the banks but also acts as 

an instruments for promoting savings and banking habits among the rural people. 

The resources of any bank largely depend on the quantum of deposits, it is able to 

mobilize from different sources. Hence, the RRBs have to strive very hard for the 

mobilization of the deposits. They have even to make special efforts for this purpose. 

The loans and advances and profit of bank are significantly related to its deposits. 

Thus, deposits have a great significance not only for the RRBs, but alsos for the 

development of rural economy. However, in order to help the RRBs effectively and 

enable them to compete with other banks, they have been permitted to quote half a 

per cent more interest on deposits. 
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Mobilisation of deposits is one of the major task of the RRBs. It depends 

upon the saving capacity, saving habit of the people and the area in which the bank 

is operating. It also depends on the potential of the area concerned and the business 

policy of the Reserve Bank of India (RBI). They have performed well in respect of 

deposit mobilization. There has been a continuous increase in the deposit accounts 

as well as the amount of total deposits of RRBs in India and simultaneously in West 

Bengal. 

As on 31 March 1997, total deposits mobilized by RRBs in the country stood 

at Rs. 1803201 lakhs as against the, previous year's level of Rs. 1418790 lakhs 

achieving a growth of 27:1%. While in West Bengal the total deposits mobilized by 

· RRBs in 1997 stood at Rs. 126752 lakhs as against the previous year's level of Rs. 

97076 lakhs achieving a agrowth of 30.6% which was greater than the growth level 

in the country (Table 3.2) 

Table 3.2 : Growth of Deposits of RRBs in West Bengal and India 
(Rs in lakhs) 

Year West Bengal India 

Total Growth* Total Growth* 
Deposits Deposits 

Dec.1985 8503 .46.3 128582 34.0 

Mar.1990 30890 32.0 415052 33.1 

Mar. 1991 36440 18.0 498924 20.2 

Mar.1992 43776 20.1 586783 17.6 

Mar.1993 51053 16.6 693813 18.2 

Mar.1994 64397 26.1 882651 27.2 

Mar. 1995 76984 19.6 1115001 26.3 

Mar.1996 97076 26.1 1418790 27.2 

Mar.1997 126752 30.6 1803201 27.0 

Mar.1998 157887 24.6 2218223 23.0 

Mar.1999 195899 24.1 2676305 20.7 

Mar.2000 238732 21.9 .. 3219693 20.3 

Mar. 2001 285942 19.8 3827778 18.9 

Source : Computed from data based on Statistics on RRBs and key statistics in RRBs 
(various years), NABARD. 

Note : * Growth of deposits computed over the previous year. 
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It is true for all types of banks that the growth of deposits is directly a function 

of the amount of credit extended by banks in the form of loans and advances and 

investment. Actually, the level of deposits increases with the spread of banking 

habits, personal savings, branch expansion, growth of economic activities, 

competition, mar1<eting strategy, customer service and the rate of interest on 

deposits. But in our study the effect of all these factors are not considered 

separately in detail due to non-availability of required data and information. In this 

study information is collected by personal interview with the bank-staff and with the 

beneficiary and on the basis of the statistics on bank data. The performance of the 
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RRBs in West Bengal in the mobilization of deposits is judged with other banks of 

some different states and particularly with the national level average. 

The Table 3.2 shows that there has been a continuous growth in the 

mobilization of deposits of RRBs in West Bengal and India all over the years. As on 

December 1985, the total deposits of RRBs in the country was Rs. 128582 lakhs, 

recorded a growth of 346.0% and for RRBs of West Bengal was Rs. 8503 lakhs, 

registered a growth of 46.3%. But it increased from Rs. 415052 lakhs in 1990 to Rs. 

1115001 lakhs in 1995, Rs. 32196931akhs in 2000 and Rs. 38277781akhs in 2001, 

recorded growth of 33.1%, 26.3%, 20.3% and 18.9% for respective years in India. 

While in West Bengal, the total deposits of RRBs were Rs. 30890 lakhs, Rs. 76984 

lakhs, Rs . 238732 lakhs and Rs. 285942 lakhs for the years 1990, 1995, 2000 and 

2001, registered growth of 32.0%, 19.6%, 21 .9% and 19.8 for respective years. 

Together, in West Bengal and in India the deposits increased almost at a constant 

growth rate , but the average growth rate in West Bengal was always greater than the 

national level average growth rate. Financial assets like bank deposits have now 

come to be an important form of saving in rural areas. These banks are, however, yet 

to mobilize a significant share of the rural savings. 

3.5.2 Per RRB and Per Branch - Deposit 

Per RRB deposit and per branch deposit are two of the major 'financial 

variables 1 (Hosamani , 2002) to assess the performance of RRBs. Deposits of RRBs 

in India as well as in West Bengal increased not only in terms of the aggregate but 

also in terms of per RRB and per branch. At the level of all India the deposits made 

per RRB increased from Rs . 683.95 lakhs in 1985 toRs. 2117.61 lakhs in 1990, Rs. 

5688.78 lakhs in 1995 and Rs. 16427.01 lakhs in 2000 which is indicating an 

increase of more than 24 times during that period (1985-2000). On the other side, in 

the state of West Bengal the aggregate deposits made per RRB increased from Rs. 

944.78 lakhs in 1985 toRs. 3432.22 lakhs in 1990, Rs. 8553.78 lakhs in 1995 and 

Rs. 26525.78 lakhs in 2000, showing an increase of more than 28 folds during that 

period (1985-2000) which was also more than the national level (Table 2.3) . Beside 

this, the average deposits per branch in the country also continuously increased from 

Rs. 10.2 lakhs in 1985 toRs. 28.7 lakhs in 1990, Rs. 76.8 lakhs in 1995 and Rs. 

221 .8 lakhs in 2000, i.e ., the average deposits per branch increased more than 21 

folds between 1985 and 2000 and in state of West Bengal these figures were Rs. 

36.3"1akhs in 1990, Rs. 89.11akhs in 1995, and Rs. 274.41akhs in 2000, registered a 



42 

growth of more than 7 times between 1990 and 2000. It could be seen that at 

every year upto the year of 2000 the average deposits per branch in West Bengal 

was greater than the national level. 

As on 31 March 2001, the average per RRB deposits and per branch deposits 

were Rs.19529.48 lakhs and Rs. 267.5 lakhs respectively, registered growth over 

previous year of 18.89% for former and 20.60% for latter indicator. At the same time, 

in West Bengal per RRB deposits and per branch deposits were Rs. 31771.331akhs 

Table 3.3 : Per RRB Deposits and Per Branch Deposits or RRBs in West 
Bengal and India. 

(Rs. in lakhs) 

r.'ear · West Benaal India 

Per RRB Per Branch PerRRB Per Branch 
Deposits Deposits Deposits Deposits 

Dec. 1985 944.78 NA 683.95 10.2 

Mar. 1990 3432.22 36.3 2117.61 28.7 

Mar.1991 4048.89 42.2 2545.53 34.3 

Mar. 1992 4864.00 50.7 2993.79 40.4 

Mar. 1993 5672.56 59.1 3539.86 47.7 

Mar.1994 7155.22 74.5 4503.32 60.7 

Mar. 1995 8553.78 89.1 . 5688.78 76.8 

Mar.1996 10786.22 112.4 7238.72 97.9 

Mar 1997 14083.56 146.7 9200.01 124.7 

Mar 1998 17543.00 182.7 11317.46 153.4 

Mar.1999 21766.56 226.7 13654.62 184.9 

Mar.2000 26525.78 274.4 . 16427.01 221.8 

Mar.2001 .31771.33 328.3 19529.48 .. 267.5 

Source : Computed from data based on Annual Reports and Statistics on RRBs (for various 
years), NABARD. 

Note: 'NA' indicates Not Available. 

and Rs. 328.3 lakhs respectively, and recorded growth of 19.78% over previous 

year for per RRB deposits and 19.64% for per branch deposits. However, upto 31 

March 2001 the amount of RRB depqsits and also per branch deposit in West 

Bengal were greater than the national level. 
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3.5.3 Types of Deposits · 

Deposits are mainly classified into three different types of accounts, viz., 

Current Deposit Account, Savings Deosit Account, and Term or Fixed Deposit 

Account. Beside these, Recurring Deposit account is another type of Bank deposits. 

Out of them, Current Deposits are the cheapest source of fund to the bank, but they 

require a high amount of liquidity. These types of deposits are generally operated by 

the business class. The Savings Deposits are meant to encourage the saving habits 

of the people and so a nominal interest is paid on such deposits. These ·deposit can 

be encouraged by opening branches in different parts of the country. But Fixed or 

Term Deposits are more costly for the banks because the highest rate of interest is 

paid on them. The only advantage to the bank on such deposits is that they can lend 

such funds for long terms. The Term or Fixed Deposits are highly influenced by the 

rate of interest. However, Savings and Fixed Deposits are more popular with the 

rural clientele as compared with the Current and Recurring Deposits. 

Table 3.4 : Current , Savings and Term Deposits of RRBs in West Bengal and India. 
· (Rs. in lakhs) 

Types of Deposits West Bengal India 

1998-99 I 1999-2000 1998:-99 11999-2000 

Current Deposits 2058.29 2413.26 137583.95 149431.49 
(17.2) (8.6) 

Savings Deposits · 72439.56 106586.20 1108840.75 1299260.95 
(47.1) (17.2) 

Term Deposits 121261.12 129915.97 1460149.30 1771741.83 
(7.1) (21.3) 

Total 195758.97 238915.4 2706574.00 3220434.27 
(22.05) (18.99) 

Source: Statistical Tables Relating to Banks in India, RBI Bulletin (1999-2000), p.1; 86. 
Note: Figures in brackets are percentage of growth over the previous year. 

At the end of March, 2000 (Table 3.4) amount of the total deposits of RRBs in 

the country was Rs. 3220434.27 lakhs, of which the amount ·of Current Deposits was 

Rs. 149431.49 lakhs, Savings Deposits was Rs.1299260.95 lakhs and Term. 

Deposits was Rs. 1771741.83 lakhs as against Rs. 137583.951akhs, Rs. ·1108840.75 

lakhs and Rs. 1460149.30 lakhs of the previous year for respective type of deposits. 
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Over the previous year the growth rates of these three types of deposits were 8.6%, 

17.2% and 21 .3% respectively in the country. On the other hand, in the State of 

West Bengal as on 31 March 2000 the total deposits was Rs.238915.43 lakhs, of 

which the Current, Savings and Term Deosits were Rs.2413.261akhs . Rs.106586.20 

lakhs and Rs. 129915.97 lakhs respectively as against Rs. 2058.29 lakhs, Rs. 

72439.56 lakhs and Rs. 121261 .61 lakhs of the previous year. Regarding these 

three types of deposits the growth rates over the previous year were 17.2%, 47.1% 

and 7.1% respectively. The growth of Savings Deposits was very high than the 

other two types of deposits as shown in the above Table 3.4. 

3.6 Borrowings and Refinance 

For the RRBs borrowings and refinance are another important source of 

finance in view of their small capital base and reserve funds and also inadequate 
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deposit mobilization. The borrowings and refinance are obtained by RRBs from the 

financial iunstitution like RBI, NABARD, lOBI and sponsor Bank. 

The lions' share of borrowings of RRBs in the . country had come from 

NABARD. For example at the end of March 2000, the aggregate borrowings of 

RRBs stood at Rs. 375675.05 lakhs (Table 3.5), out of which above 8.3% (i.e., Rs .. 

312841.75 lakhs) came from NABARD. This in turn accounted for 25% of the total 

loans and advances outstanding with them. NABARD provides extensive refinance 

facilities to RRBs for various purposes as follows (ECRC Report, 2001) : · 

(i) Investment credit, at interest rates charged to co-operative banks2
• 

(ii) Limits for short-term credit for seasonal agricultural operations including 

special limits for Scheduled Tribes - development and oilseeds production 

programme. 

(iii) Short-term refinance limits for purposes other than seasonal agricultural 

operations and medium term refinance limits for approved agricultural 

purposes. Terms and conditions of these limits are broadly the same as 

those for the short-term structure of co-operative banks. 

Total borrowings by all the 196 RRBs in the country stood at Rs. 2958.09 

crores as on 31 March 1997 as against Rs. 2599.61 crores for the previous year 

(Table 3.6). The share of borrowings to the total loans and advances outstanding 

worked out to 33.9% as on 31 March 1997. The outstanding refinance from 

NABARD increased from Rs. 2066.81 crores in 1995-96 to Rs. 2456.97 crores in 

1996-97, registering a growth of 18.9%. However, refinance availed from. the 

sponsor banks had only marginally increased from Rs. 439.07 crores to Rs. 473-.14 

crores during that period. While in West Bengal the total borrowings by all the 9 

RRBs stood at Rs. 119.46 crores as ori 31 March 1997 as against Rs. 107.30 crores 

for the previous year (Table 3.6). The outstanding refinance from NABARD increased. 

from Rs. 92.85 crores in 1995-96 to Rs. 117.70 crores in 1996-97, registering a · 

growth of 26.8% and refinance availed from the sponsor bank had decreased from 

Rs. 3.25 crores to Rs. 1.61 cores during that period. 

For the purpose of borrowing facilities, the Government oflndia has fixed the 

following formula (Source, 1998) : 

(i) Deposit mobilization by the RRBs - 15% 
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(ii) Borrowings from the sponsoring Banks - 35% 

(iii) Refinance from the RBI (now NABARD ) - 50%. 

In order to supplement the limited resources of the RRBs, NABARD extended 

assistance in the form of refinance to them. Of the total term loan refinance 

assistance provided by NABARD during 1996-97, the RRBs accounted for a share of 

Rs. 654 crores (19%) registering a growth of 33% over previous year in availing of 

refinance. RRBs continued to concentrate on IRDP lending which accounted for 

43% of their refinance availability followed by Non Farm Sector (NFS) and Farm 

Mechanisation (FM) for 24% and 19% respectively (Review of Working of RRBs, 

NABARD, 1997). 

Table 3.5 : Borrowings by RRBs from Different Sources in West Bengal and 

India (1998-99 to 1999-2000) 

(Rs. in lakhs) 
Borrowings from West Bengal India 

1998-99 1999-2000 1998-99 1999-2000 

NABARD 12258.53 12184.59 308186.72 312841.75 
(- 0.6) (1.5) 

Sponsor Banks 481.98 549.51 53387.73 60991.10 
(14.0) (14.2) 

Others 20.90 14.98 2379.82 1842.20 
(-28.3) (-22.6)' 

Total 12761.41 12749.08 363954.27 375675.05 
(-0.10) (3.22) 

Source : Statistical Tables Relating to banks in India (1999-2000) RBI Bulletin, P-1, 86. 

Note : Figures in brackets are percentage of growth over previous year. 

:fable 3.5 shows that the aggregate borrowings of all RRBs in our country 

increased from Rs. 363954.27 lakhs at the end of March of 1999 to Rs. 375675.05 

lakhs as on 31 March 2000, of which the amount from NABARD was 

Rs.312841.75 lakhs, from sponsor banks was Rs. 60991.10 lakhs and from other 

sources was Rs. 1842.20 lakhs. During the same time the growth of total borrowings 

in the country was 3.22% only. While in the State of West Bengal the aggregate 

borrowings of RRBs declined from Rs. 12761.41 in 1999 to Rs. 127 49.08 lakhs in 

2000, registered a negative growth of almost 0.1 0%. At the end of March of 2000, 

out of total borrowings of all RRBs in West Bengal got Rs. 12184.59 lakhs from 
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NABARD, Rs. 549.51 lakhs from sponsoring bank and only Rs. 14.98 lakhs from 

other sources. At that period the total amount of borrowings from NABARD and other 

sources declined, but from sponsoring bank increased over the previou·s year. 

Table 3.6 : The Amount of Total Borrowings by RRBs and its Growth over 
the Previous year in West Bengal and India. 

(Rs. in lakh) 

Year West Bengal India 

Total amount Growth*(%) Total amount Growth*(0 X,) 
·of Borrowings of Borrowings 

Mar. 1994 8038.59 -4.28 NA NA 

Mar. 1995 9531.84 18.58 NA NA 

Mar. 1996 10729.55 12.57 259961.00 NA 

Mar. 1997 11945.56 11.33 295809.00 13.79 

Mar. 1998 12587.98 5.38 323762.18 9.45 

Mar. 1999 12761.41 1.38 359832.58 11.14 

Mar. 2000 12749.08 -0.10 375322.32 4.30. 

Mar 2001 11758.00 -7.77 406026.00 8.18 

Source : Computed from data based on Statistical Tables Relating to the Banks in India 

(1999-2000), RBI Bulletin, Statistics on RRBs (Differe_nt Issues), NABARD. 

Notes : *Groowth of Borrowings over Previous year 
' ' implies negative growth. 
NA - Not Available. 

3. 7 RRB-wise Financial Resources in West Bengal 

In the State of West Bengal all the RRBs under the purview of this study viz.,· 

Gour Gramin E3ank (GGB), Mallabhum Gram in Bank (Mal. GB), Mayurakshi, Gram in 

Bank · (Mayu. GB), Uttar Bang a kshetriya Gram in_ Bank (UBKGB), Nadia Gram in 

Bank (NGB), Sagar Gramin Bank (SGB), Bardhaman Gramin Bank (BGB), Howrah 

Gramin Bank (HGB) and Murshidbad Gramin Bank (MGB) have an authorized capital 

of Rs. 1 crore and the issued, subscribed and paid-up capital of Rs. 25 lakhs which 

is subscribed as follows : 

Rs. 12.50 lakh (50%) by the Central Government, Rs. 3.75 lakhs (15%) by 

the State Go'(ernment and Rs. 8.75 lakhs (35%) by the Sponsor Bank in each RRB. 
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However, the Central Government may increase or decrease such authorized 

capital in consultation with· RBI and sponsor Bank subject to the minimum of Rs. 25 

lakhs (Geneva, 1998). 

Among he different types_ of financial resources the share capital and reserve 

fund add up to a small fraction of the total deposits and borrowings. So, the share 

capital and reserVe fund form an insignificant part of the total resources and 

hence, the RRBs' resources mainly consist of deposits and borrowings. In this 

connection the amount of total deposits, per branch deposits and borrowings are the 

most important financial indicators to assess the performance of the RRBs . 

Table 3.7 : Growth of Deposits, per Branch Deposits and Borrowings of GGB. 

(Rs. in lakhs) 

Year .Amt. of Total Amt. of Per Amt. of total 
Deposits Branch Deposits Borrowings 

Mar. 1994 9280.00 64.90 1933.78 
(24.07) (24.07) -(15.10) 

Mar. 1995 11412.00 . 79~80 2313.82 
(22:96) (22.96) (19.65) 

Mar. 1996 15108.00 105.65 2549.00 
(32.39) .(32.39) (10.16) 

Mar. 1997 19457.00 136.06 2579.00 
(28.74) (28.74) (1.18) 

Mar. 1998 26264.91 169.68 2372.83 
(24.71) (2~.71) -(7.99) 

Mar. 1999 28274.25 197.72 2482.26 
(16.53) '(16.53) (4.61) 

Mar. 2000 '34070.41 230.21 2662.39 
(20.50) . (16.43) (7.26) 

Mar. 2001 42007.00 283.83 2683.00 
(23.29} (23.29) (0.77) 

Source : Computed from data based on Annual Reports and Statistics on RRBs (for various 
years), NABARD. 

Notes : · Figures in brackets are percentage of growth over the previous year. 
'-' implies negative growth. · 
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3. 7.1 Gour Gram in Bank (GGB) 

A study of financial resources of GGB over a period of eight years (from 1994 

to 2001) is givenin Table 3.7 which reveals the following: 

The total deposits of GGB stood at Rs. 9280.00 lakhs in 1994, increased to 

Rs. 42007.00 lakhs in 2001, showing a continuous risin~ trend, indicated almost 

4.53 folds growth during the period from -1994 to 2001. The highest growth rate of 

deposits over .the previous year was recorded in 1996 (32.39%) and it was the lowest 

in 1999 (16.5%) during the same _eight-year period. Tough, in respect of number of 

total branches of a RRB second3 position had been occupied by GGB in the State of 

West Bengal as on 31 March 2001, but according to total deposits the position of the 

bank was third, indicating the poor condition of mobilization of deposits with respect 

to the average condition in the State. 

·Table 3.7 shows that the amount of per branch deposits of GGB rose from 

Rs. 64.90 lakhs in 1994 to Rs. 283.83 lakhs in 2001, showing a continuous rising 

trend. But per branch deposits of GGB was always lower than the average per 

branch deposits of RRBs in West Bengal during the period from 1994 to 2001. the 

average per branch deposits of all RRBs in the state increased from Rs. 7 4.50 lakhs 

in 1994 to Rs. 328.3 lakhs in 2001 (Table 3.3) . On the other hand, the growth of per 

branch deposits of GGB (about 4.37 folds) was also lower thana the state level 

(about 4.41 folds) during that periodfrom 1994 to 2001. 

· The total borrowings of GGB which stood at Rs. 1933.78 lakhs in 1994, · 

moved up to Rs. 2683.00 lakhs in 2001 which was more than two folds of the 

average per RRB borrowings in We~t Bengal. As on 31_ March 2001, the share of 

GGB to the total borrowing of all RRBs in the state was 22.82%. It could be found -

that the share:_ of GGB to the total borrowings in the state was greater than the share 

to the total deposits at the state level which indicated the unsatisfactory performance . 

of the bank~ · · 

3.7.2 ,0 Mallabhum Gramin Bank (Mai.GB) 

During the period from 1994 to 2001 the information regarding the financial 

resources raised by Mai.GB which is presented in Table 3.8. The table shows the· 

following: 
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The amount of the total deposits of Mai.GB increased from Rs. 15224.31 

lakhs in 1994 to Rs. 60532.00 lakhs in 2001, indicating a continuous rising trend, 

had shown about 3.98 folds growth during the period from 1994 to 2001. 

Table 3.8 : Total Deposit, Per Branch Deposits and Total Borrowings of Mai.GB. 

(Rs. in lakhs) 

Year Amount of Total Amt. of Per Branch Amount of Total 
Deposits Deposits Borrowings 

Mar. 1994 15224.31 86.50 1467.46 
(25.64) (25.64) -(6.92) 

Mar. 1005 17588.21 99.93 1774.88 
(15.53) (15.53) (20.75) 

Mar. 1996 21498.00 122.15 .1836.00 
. (22.24) (22.24)' (3.44) 

Mar. 1997 27694.00 157.35 2195.00 
(28.82) (28.82) (19.55) 

Mar. 1998 33982.96 193.09 2107.53 
(22.71) (22.71) -(3.99) 

Mar. 1999 42455.86 241.23 2158.37 
(24.93) (24.93) (2.41) 

Mar. 2000 51185.76 290.83 2209.52 
(20.56) (20.56) (2.37) 

Mar. 2001 60532.00 343.93 1448.00 
(18.26) (18.26) -(66.85) 

Source: Computed from data based on Annual Reports and Statistics on RRBs (for various 
years) NABARD. 

Note: Figures in brackets are percentage of growth over the previous year. 
'' Indicates negative·growth. · 

For Mai.GB the growth of deposits over previous years was the highest in 

1997 (28.82%) and the lowest in 1995 during that period between 1994 and 2001. 

The share oftotal deposits to the state level for Mai.GB was the highest (21.17%), 

followed by SGB (15.92%) and GGB (14.69%). It was also noted that among the 

nine RRBs inWest Bengal Mal. GB included the highest number of branches. . 

Table 3.8 shows that the amount of per branch deposits of Mal.' GB was Rs. 

86.50 lakhs .in 1994, increased to Rs: 343.93 lakhs in 2001. During the period 

between 1994 and 2001, in every year the per branch deposits of Mai.GB was 
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greater than the average per branch deposits of RRBs in the state (Table 3.3), it 

was also greater than the average per branch deposits at the national level, but the 

growth of per branch deposits of Mai.GB (3.98 folds) was lower than the state level 

(4.41 folds) and the national level (4.41 folds)4 also during that period from 1994 to . . 

2001 (Table 3.3) 

Table 3.9 : Aggregate Deposits, Per Branch Deposits and Aggregate 
Borrowings of Mayu.GB. 

(Rs. in lakhs) 

Year Amt. Qf Aggregate Per Branch ~A~t; of Aggregate 
-Deposits Deposits Borrowings 

Mar. 1994 5060.39 77.85 510.97 
. (36,55) (36.55) .·· -(9.25) 

Mar.1995 6337.22 97.50 798.33 
(25.24) (25.24) (56.24) 

Mar. 1996 7771.57 119.56 1000.00 
(22.63) (22.63) (25.26) 

Mar; 1997 10502.79 1.61.58 1110.45 
(35.15) (35.15) (11.05) 

Mar. 1998 13328.48 205.05 . 1159.75 
(26.90) (26:90) (4.44) 

Mar.1999 16052.06 246.96 1068.60 
(20.42) (20.42) -(7.86) 

Mar. 2000 19393.68 298.36 915.48 
(20.81) (20.81) -(14.33) 

Mar. 2001 .. 22861.00 351.71 876.00 
(17.88) (17.88) -(4.31) 

. . . . 

Source : Computed from data based on Annual Reports and Statistics on RRBs (for various 
years),NABARD. . .·· _ . · .. 

Note : Figures in brackets are percentage of growth over the previous year. 
·-· indicates negative growth. 

The amount of total borrowings -of Mai.GB rose from Rs: 1467.46 lakhs in 

1994 to Rs. 2209.5 lakhs in 2000, but we had seen the great fall in the next year 

(2001) which stood at Rs. 1448.00 lakhs, receded a negative growth of 66.85% over 

the previous year, it indicated the satisfactory performance of the bank. During the 

period from 1994 to 2001 the share of Mai.GB to the total borrowings of all RRBs in 
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the state was about 12.32% only which was lower than the share of deposits 

(21.17%) at the state level indicated a better side of the bank. 

3.7.3:• Mayurakshi Gramin Bank (Mayu. GB) 

. The information regarding the financil resources raised during the period from 

1994 to 2001 by Mayu. GB is presented in Table 3.9 which reveals the following : 

The aggregate deposits of Mayu.GB which stood at Rs. 5060.39 lakhs in 

1994, increased to Rs. 22861.00 lakhs in 2001, indicating a continuou~ increasing 

trend and had shown nearly 4.52 folds growth during the period from 1994 to 2001. 

The growth of deposits of Mayu.GB over pevious year which was the highest 

in 1994 ( 36.55%) followed by the year of 1997 (35.15%), while it was the lowest in 

2001 (17.88%) during the period from 1994 to 2001. the share of Mayu. GB to the 

total deposits of all RRBs in the state was almost 8% as on March 31, 2001. 

The amount of per branch deposits of Mayu. GB was Rs. 77.85 lakhs in 

1994, rose to Rs. 351.71 lakhs in 2001 (Table 3.9), showing a continuous rising trend 

during the period from 1994 to 2001, recorded a growth of about 4.52 times. Per 

branch deposits of Mayu.GB was greater than the average per branch deposits of 

RRBs in the state in every year during that period. 

The aggregate borrowings of Mayu.GB. which. stood at Rs. 510.97 lakhs in 

1994, increased to Rs. 876.00 lakhs in 2001 which Was lower than the average per 

RRB borrowings in the state. The highest amount of borrowings of Mayu.GB was in 

the year 1998 and the lowest was in 1994 during the period from 1994 to 2001. The 

· share of Mayu.GB to the total borrowings in the state was 7.45% only as on 31 

March 2001, but the share to the total deposits in the state was about 8.0% at the 

same time which was better for the bank. Table 3.9 also shows that the decreasing 

trend of borrowings of Mayu.GB in the last thre.e years. 

3~7;4. Uttar Banga Kshetriya Gramin Bank (UBKGB) 

Table 3.10 shows that the information regarding the total deposits, per branch 

deposits and borrowing increased by UBKGB during the period between 1994 and 

2001 which discloses the following : 
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Table 3.10 : Growth of Deposits, Per Branch Deposits and Borrowings of UBKGB. 

(Rs. in lakhs) 

Year Amt. of Aggregate Amt. of Per Branch Amt. of Total 
Deposits Deposits Borrowings 

Mar. 1994 7506.90 67.63 840.94 
(29.26) (29.26) (12.03) 

Mar. 1995 8827.05 79.52 740.82 
(17.58) (17.58) -(11.91) 

Mar. 1996 10863.00 97.87 937.87 
(23.08) (23.08) (26.60). 

Mar. 1997 14376.65 129.52 1001.36 
(32.34) (32.34) (6.77) 

Mar. 1998 ·· 16937.18 152.59 1233.09 
(17.81) (17.81) (23.14) 

Mar. 1999 21572.91 194.35 1245.56 
(27.37) (27.37) (1.01) 

Mar. 2000 27600.00 246.43 1245.56 
(27.94) (26.80) (0.00) 

Mar. 2001 33550.00 296.90 839.00 
(21.56) (20.48) -(32.64) 

Source : Computed from data based on Annual Reports and Statistics on RRBs (for various 
years), NABARD. 

Note : Figures in brackets are percentage of growth over the previous year. 
'-' indicates negative growth. 

The growth of deposits over previous year of UBKGB was the highest in 

1997 (32.34%) and the lowest in 1995 (17.58%) duririg the period between 1994 and 

2001 . During 1994 to 1999 the· growth of deposits of the bank and its per branch · 

depositswere equal, but in 2000 and 2001 were not equal because the number of 

branch increased by one in every respective year. The share of UBKGB to the total 

deposits of RRBs in the state was above 11.73% as on 31 March, 2001. 

Table 3.10 also shows that the per branch deposits of UBKGB was Rs. 67:63 

lakhs in 1994, recorded a growth of 29.26% over the previous year. In 2001, the 

absolute amount of per branch deposits increased to Rs. 296.90 lakhs, but reduced 

its growth rate over previous year reduced to 20.48% during that period. From 1994 

to 2001, in every year the per branch deposits of UBKGB was lower than the average 

per branch deposits of RRBs in the state (Table 3.3) and also the growth of per 
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branch deposits of UBKGB (4.39%) over that period (1994-2001) was lower than 

the average growth of per branch deposits of all RRBs in the state (4.41 %). 

Table 3.11 : Growth of Total Deposits, Per Branch Deposits and Borrowings of SGB. 
' (Rs: in lakhs) . 

Year Amt. of Aggregate Amt. of Per Branch Amt. of Total 
Deposits Deposits Borrowings 

Mar.1994 10168.39 88.42 1035.61 
(22.21) (22.21) (11.03). 

Mar.1995 11977.07 104.25 1068.64 
(17.79) (17.79) (3.20) 

Mar.1996 14437.64 125.54 1112.43. 
(20.55) (20.55) (4.1 0) 

Mar. 1997 18639.97 162.09 1100.06 
(29.11) (29.11) -(1.11) 

Mar. 1998 24346.33 211.71 1120.20 
(30.61) (30.61) (1.83) 

Mar. -1999 29801.65 259.14 927.37 
(22.40) (22.40) -(17.21) 

Mar.2000 37258.66 323.99 994.44 
(25.03) (25.03) (7.23) 

Mar. 2001 45530.00 395,91 1325.00 
(22.20) (220.20) (33.24) 

Source : Computed from data based on Annual Reports and Statistics on RRBs (for various 
years), NABARD .. 

Note : Figures in brackets are percentage of growth over the previous year. 
· · '-' indicates negative growth. 

The amount of total borrowing of UBKGB rose from Rs. 840.94 lakhs in 1994 

to Rs. 1245.56 lakhs iri 2000 and it reduced to Rs. 839:00 lakh in 2001. the growth of 

borrowings over the previous year in 1995 and in 2001 were negative during the 

period from 1994 to 2001 and of 32.64%, indicated a satisfactory performance of 

the bank. As on 31 March 2001 the share of borrowings of UBKG~ to the total 

borrowings of RRBs in the state was about 7.14% which was lower than the share of 

deposits (11.73%) to the state level. 



55 

3.7.5:, Sagar Gramin Bank (SGB) 

The information regarding the financial resources raised during the period 

from 1994 to 2001 by SGB is presented in Table 3.11, which shows the following: 

The amount of total deposits of SGB which stood at Rs. 10168.39 lakhs as 

on 31 March 1994, increased to Rs. 45530.00 lakhs as on 31 Mar. 2001, showing 

. a continuous rising trend, recorded about 4.48 folds growth during the period 

between 1994 and 2001. The growth of total amount of deposits was the highest in 

the year of 1998 (30.61 %) followed by 1997 (29.11 %) and on the other hand, it was 

the lowest in 1995 (17.79%) during that period from 1994 to 2001. As on31 March, 

2001 the growth of deposits of SGB was 22.20%) as against 25.03% in the previous 

year. The ::;hare of SGB to the total deposits of all RRBs in the state was above 

15.92% in 2001 which was the second highest in the state. 

Similarly, Table 3.11 shows that the amount of per branch deposits of SGB 

rose from Rs. 88.42 lakhs in 1994 to Rs. 395.91 lakhs in 2001 which was 

significantly higher in every year during the period from 1994 to 2001 than the 

average per branch deposits of RRBs in the state. In 1994, the amount of per branch 

deposits of SGB was about 1.19 times of the average per branch deposits of all 

RRBs (Rs. 74.00 lakhs) in the state (Table 3.3) of the state level average per branch 

deposits. The growth of per branch deposits of SGB was higher than the state level 

too during that period between 1994 and 2001. For SGB it was about 4.48 folds 

while at the state level it was almost 4.41 folds. 

The aggregate amount of borrowings of SGB which stood at Rs. 1035.61 

lakhs in 1994, moved up to Rs. 1325.00 lakhs in 2001 (Table 3.11 ). The proportion of 

the borrowings of SGB to the total borrowings of RRBs in the state was above 

12.88% in 1994, decreased to below 11.27% in 2001. In 1997 and 1999, the growth 

of borrowings of SGB was negative over the previous year. As on 31 March 2001, 

the growth of borrowings of SGB was above 33.24% as against 7.23% in the 

previous year (Table 3.11 ). 

3.7.6 ·,' Bardhaman Gramin Bank (BGB) 

The details regarding total deposits, per branch deposits and total borrowings 

raised during the period from 1994 to 2001 by BGB are presented in Table 3.12, 

which reveal the following ~ 
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Table 3.12 : The Growth of Deposits, Per Branch Deposits and Borrowings of BGB. 

(Rs. in lakhs) 

Year The amt. of total The amt. of total The amt. of total 
Deposits Per Branch Deposits Borrowing 

Mar. 1994 6717.44 74.64 687.94 
(21 .21) (21.21) -(28.11) 

Mar. 1995 8211 .19 91 .24 915.49 
(22 .24) (22.24) (33.08) 

Mar. 1996 10783.26 119.81 943.46 
(31 .33) (31 .33) (3.06) 

Mar. 1997 14679.99 163.31 1004.44 
(36.13) (36.13) (6.46) 

Mar. 1998 17175.55 190.84 1028.47 
(17.00) (17.00) (2.39) 

Mar. 1999 22281 .95 247.58 989.30 
(29.74) (29.74) -(3.81) 

Mar. 2000 25309.36 281.22 1052.10 
(13.58) (13.58) (6.35) 

Mar. 2001 28873.00 320.81 1121 .00 
(14.08) (14.08) (6.55) 

Source : Computed from data based on Annual Reports and Statistics on RRBs (for various 
years) , NABARD. 

Note : Figures in brackets are percentage of growth over the previous year. 

'-' indicates negative growth. 

The total deposits of the bank which stood at Rs. 6717.44 lakhs in 1994, 

moved up to Rs. 28873.00 lakhs in 2001, exhibiting almost 4.30 folds growth during 

the period from 1994 to 2001 . The amount of deposits of BGB increased 

continuously in every year during that period and the growth of deposits over 

previous year which was the highest in 1997 (36.13%), followed by the year 1999 

(29.74%). The growth of deposits of BGB as on 31 March 2001 was 14.08% only 

and at the same time the share of 8GB to the total deposits of RRBs in the state 

was 10.10%. The proportion of deposits as a source to the total financial resources 

of the bank was so higher than the other sources. 

Table 3.12 shows that the per branch deposits of BGB was Rs. 74.64 lakhs in 

1994, rose to Rs. 320.81 lakhs in 2001, showing a continuous rising trend and 
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excepting the year 2001 but in every year during the period from 1994 to 2001 the 

per branch deposits of 8GB was higher thans the average per branch deposits of all 

RRBs in the state (Table 3.3). But the growth of per branch deposits of 8GB (4.30 

folds) was also lower than the average growth of per branch deposits. bf RRBs at the 

state level (4A1 folds). As on 31 March 2001 the per branch deposits of BGB was 

Rs. 320.81 lakhs which was lower than the average per branch deposits of RRBs in 

the state indicating lower productivity trend. of the bank in comparison with some · 

other RRBs in the state, such as HGB, Mayu. GB. 

The amount of total borrowings of 8GB increased from Rs. 687.94 lakhs in 

1994 toRs. 1121.00 lakhs in 2001, indicating 1.63 folds growth during the period 

between 1994 and 2001. Table 3.12 shows that the growth of borrowings of BGB 

was the highest in 1995 (33.08%) over the previous year during that period. At the 

same period in 1994 and 1999 the growth of borrowings was negative~ The share of 

BGB to the total borrowings of all RRBs in the state was about 9.54% which was 

lower than the share to the total deposits of RRBs in the state (1 0.1 0%). 

3.7.7i( Howrah Gramin Bank (HGB) 

The information regarding the financial resources raised during the period 

from 1994 to 2001. by HGB are presented in Table 3.13, which discloses the 

following: 

The aggregate amount of deposits of HGB increased from Rs. 4633.95 lakhs 

in 1994 to Rs. 23297.00 lakhs in 2001, indicating a continuous rising trend and had 

shown 5.03 folds growth during the period from 1994 to 2001. As on 31 March 

1997 the growth of deposits of HGB over the previous year was the highest followed 

by the year 1998 and it was the lowest in 2001 during the period from 1994 to 2001. 

The share of HGB to the total deposits ofall RRBs in the state was 8.15% as on 31 

March 2001 as against 8.24% in previous year indicating decreasing trend in 

comparison with some other RRBs in the state during the same time. 

The total amount of per branch deposits of HGB (Table 3.13) rose from Rs . 

. 78.54 lakhs in 1994 to Rs. 394.86 lakhs in 2001, showing the growth of per branch 

deposits 5.03folds also during the period from 1994 to 2001 which was greater than 

the average growth of per branch deposits of all RRBs in the state (4.41 folds) 

during that period. As on 31 March, 2001 the growth of per branch deposits of HGB 

was 18.47% over the previous year as against 22.78% as on 31 March, 2000, 
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indicating decreasing trend in comparison with all before years during the eriod from 

1994 to 2001. 

Table 3.13: Growth of Deposits, per Branch Deposits and Borrowings of HGB. 

· (Rs. in Jakh) 
Year.· Amt. of the Amt. of the Per Amt. of the total 

··Total Deposits· · Branch Deposits . . Borrowings 

Mar. 1994 4633.95 78.54 431.58 
(25.86) (25.86) (1R65) 

Mar. 1995 5610.52 95.09 514.72 
(21.07 . (21.07) (19.26) 

Mar. 1996 7154.00 121.25 . 506.00 
. (27.51) (27.51) -(1.69) 

Mar. 1997 9727.00 164.86 573.00 
(35.97) (35.97) (13.24) 

Mar. 1998 12675.90 214.85 754.36 
(30.32) (30.32) (31.65) 

Mar. 1999 16017.00 271.47 920.73 
(26.35) (26.35) (22.05) 

Mar. 2000 19665.09 333.31 1029.63 
(22.78) (22.78) (11.83) 

Mar. 2001 23297.00 394.86 1170.00 
(18.47) (18.47) (13.63) 

Source : Computed from data based on Annual Reports and Statistics on RRBs (for various 
years), NABARD. . 

Note : Figures in brackets are percentage of growth over the previous year. 

'-' indicates negative growth. 

Table 3.13 shows that the total amount of borrowings of HGB which stood at 

Rs. 431.581akhs in 1994, moved up toRs. 1170.00 lakhs in 2001, exhibiting above 

2.71 folds growth during the peri~d between 1994 and 2001. Excepting the year of 

1996, in every year the growth of borrowing over previous year was positive during 

that period, ofwhich in 1998 the growth was the highest (31.65%). In 1996 the 

growth of borrowings of HGB over previous year was negative (1.69%). As on 31 

March 2001, the growth of borrowing was 13.63% over the previous year and the 

share of HGB to the total borrowings of all RRBs in West Bengal was 9.95%. 
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3.7.8- Nadia Gramin Bank (NGB) 

The details regarding the total deposits, per branch deposits and borrowings 

as the financial resources raised during the period from 1994 to 2001 by NGB are 

presented in Table 3.14, which reveal the_following: 

The amount of total deposits ofNGB which stood at Rs. 3868.23.1akhs in 

1994, increased to Rs. 17746.00 lakhs in 2001, showing a continuous rising trend 

and recorded about 4.59 folds growth during the period from 1994 to 2001. The . . 
growth of deposits over the previous year-of NGB was the highest in 1994 (3.5.31 %) , 

Table 3.14: Growth of Deposits, Per Branch Deposits and Borrowings of NGB. 

(Rs. in lakhs) 

Year Amt. of the Total Amt. of the Per Amt. of the Total 
Deposits Branch Deposits Borrowings 

Mar.1994 3868.23 59.51 783.46 
(35.31) (35.31) (39.17) 

Mar. 1995 4550.95 70.01 1027.65 
(17.64) (17.64) (31.17) 

Mar. 1996 6104.35 93.91 1443.79 
(34.14 (34.14) (40.49) 

Mar. 1997 7458.70 114.75 1813.25 
(22.19) (22.19) (25.59) 

Mar.1998 7491.39 146.02 2240.90 
(27.25) (27.25) (23.58) 

Mar. 1999 12000.00 184.62 2380.23 
(26.43) (26.43) (6.22) 

· Mar.2000 14647.42 225.34 2001.53 
(22.06) (22.06) -(15.91) 

Mar. 2001 17746.00 273.02 1622.00 
(21.16) (21.16) -(18.96) 

Source : Computed from data based on Annual Reports and Statistics on RRBs (for various 
years), NABARD. 

Note : Figures in brackets are per percentages of growth over the previous year. 
'-' indicates the negative growth. 

followed by the year 1996 (34.14%) and it was the lowest in the year of 1995 

(17 .64%) during that period. Over the previous year the growth of tot~ I deposits of 

NGB as on 31 March 2001 was 21.16 as against the 22.06% in the previous year 

and exhibited the decreasing trend of growth rate from 1998 to 2001. The share of 
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NGB to the total deposits of all RRBs in West Bengal increased from 6.01% in 1994 

to 6.21% in 2001. 

Table 3.14 shows that the amount of per branch deposits of NGB rose from 

Rs. 59.51 lakhs in 1994 to Rs. 273.02 lakhs in 2001, showing a continuous rising 

trend during the period from 1994 to 2001. But, in every year during that period the 

amount of the per branch deposits of the bank was lower than the average per brach 

of all RRBs in the state .. In comparison with the national level excepting last two 

·year~ (i.e., 2000 and 2001) of the same period it '«as also lower. On the other hand, 

the growth of per branch deposits of NGB ( 4.59 folds) was higher than that at the 

state level (4.41 folds) as well as national level (4.41 folds) over that period from 

1994 to 2001. 

The total amount of borrowings of NGB (Table 3.14) which stood at Rs. 783 

lakhs in 1994, moved up to Rs .. 1622.00 lakhs in 2001, exhibiting about 2.07 folds 

growth during the period from 1994 to 2001. Excepting last two years during that 

period the growth of borrowing over previous year in every year was positive, of 

which in 1996 it was the highest (40.49), followed by the year of 1994. According to 

per ·branch deposits and borrowings we can say that the performance of NGB 

'improved in last two years during that period of eight years, from 1994 to 2001. As 

on 31 March 2001 the share of NGB to the total borrowings of RRBs in the State was 

.13.79% as against 15.70% in the previous year. 

3.7.9:· Murshidabad Gramin Bank 

The information regarding the total deposits, per branch deposits and total 

·borrowings raised by MGB during·the period from 1994 to 2001 is pres.ented in Table 

3.15 which shows the following : 

The aggregate amount of deposits of MGB increased from Rs. 1937.48 lakhs 

in 1994 toRs. 11547.00 lakhs in 2001, indicating a continuous raising trend, had 

shown nearly 5.96 times growth during the period from 1994 to 2001. The growth of 

total deposits of MGB over the previous year was the highest in 1998 (34.82%), 

followed by 1996 (31.80%) and 1999 (30.95%) and on the other side, it was the 

lowest in 2001 during that period. The share of MGB to the total deposits of all 

RRBs in the state was 4.04% only as on 31 March, 2001 as against 4.02% in the 

previous year. During the. period from 1994 to 2001, in every year tiJe share of the 

bank (MGB) was the lowest in comparison with the other RRBs in the state. It is 
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also noticed that this bank consisted the lowest number of branch. But during that 

period (1994-2001). the growth of total deposits of MGB (5.96 folds) was higher than 

the average growth of deposits of all RRBs in the state (4.41 folds) and also the 

national level (4.41 folds) and this was the highest in the state. 

Table 3.15: Growth of Total Deposits, Per Branch Deposits and Borrowings of MGB. 
{Rs. in lakh} 

Year Amt. of the Total Amt. of the Per Amt. of the Total 
. Deposits Branch Deposits Borrowings . 

Mar.1994 1937.48 48.44 346.85 
((25.92) (25:92) -(16.13) 

Mar. 1995 2470.37 61.76 377.49 
(27.50) (27.50) (8.83) 

Mar. 1996 3256.00 81.40 401.00 
(31.80) (31.80) (6.23) 

Mar.1997 4216.00 105.40 569.00 
(29.48) (29.48) (41.90) 

Mar. 1998 5683.90 142.10 570.85 
(34.82) (34.82) (0.33) 

Mar. 1999 7443.14 186.08 588.99 
(30.95) (30.95) (3.18) 

Mar. 2000 9601.41 240.04 740.69 
(29.00) (29.00) (25.76) 

Mar. 2001 11547.00 288.68 674.00 
(20.26) (20.26) . -(9.00) 

Source : Computed from data based on Annual Reports and Statistics on RRBs (for various 

years), NABARD. 

Note : Figures in brackets are per percentages of growth over the previous year. 
'-' indicates the negative growth. 

Table 3.15 shows that the amount of per branch deposits of MGB was Rs. 

48.44 lakhs in 1994, rose to Rs. 288.68 lakhs in 2001, indicating a continuous rising 

trend. But, it was lower in every year during the period from 1994 to 2001 in 

comparison with per branch deposits of all other RRBs in the state as well as the 

average per branch deposits of all RRBs in the state. But the growth of per branch 

depositis of MGB (5.96 folds) during that period was higher than that of all other 
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RRBs in the state as well as the average figure at the state level (4.41 folds) and 

it was also greater than the average figure at the national level (4.44 folds). As on 

. 31 March, 2001 the growth of per branch deposits of the bank was 18.26% as 

against 20.56% of the previous year. 

The amount of the total-borrowings of MGB (Table 3.15) which stood at Rs. 

346.85 lakhs in 1994, -moved up to Rs. 674.00 lakhs in 2001, indicating 1.94 times 

growth during the period from 1994 to 2001. Excepting two years (i.e., 1994 and 

2001) in every year during that period the growth of borrowing over- previous year 

was positive. The growth of borrowings of the bank was the highest in 1997 

(41.90%), followed by the year 2000 (25.76%). As on 31 March, 2001 recorded a 

negative growth of borrowings of about 9.00% as against the positive growth of 

25.76% in the previous year. The share of MGB to the total borrowings of all RRBs 

in t~e state was 5.73% at the end of March 2001 as against 5.76% as on 31 March 

2000 which was comparatively smaller than the other RRBs in the state. 

Regarding the total deposits, per branch deposits and borrowings the 

performance of the RRBs in the state during the period from 1994 to 2001 is 

discussed in the former pages which reveals that the total deposits as well as the 

per branch deposits grew substantially over the years in the all RRBs. Consequently, 

the resource base of the RRBs increased abundantly. The total deposits of all RRBs 

in the state increased from Rs. 64397.09 lakhs in 1994 to Rs. 285942.00 lakhs in 

:2001. This was achieved by increasing the number of deposits accounts and also the 

amount of the per account deposits. 

The noteable feature of the RRBs in the state that the Saving Bank Deposits 

account had contributed the highest share in the total deposits accounts, followed by 

the Term or Fixed Deposits accounts while the share of Current Deposit and 

Recurring Deposits accounts was very low during the period from 1994 to 2001. But, 

the Term Deposits had contributed the highest share in the total amount of deposits 

of RRBs in the state and Saving Bank Deposits had also contributed considerable 

share in the total amount of deposits but less than Term Deposits during that period. 

On the other hand, the Current Deposits and Recurring Deposits had contributed 

very little share in the total amount of deposits of RRBs in the state during that period 

(Statistics on RRBs, NABARD, 1997-98). 
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Hence, the analysis of the deposits of nine RRBs in the state under the study 

indicated that the amount of per account Term (or Fixed) Deposits was higher than 

the amount of per account Saving Bnk Deposits, Current Deposits and Recurring 

Deposits during the period from 1994 to 2001. The Current Deposits had not 

played a significant role in the deposits based resources of RRBs during that period. 

The lack of popularity of the current deposits clearly indicates the absence of 

business activity and the popularity of Saving Bank Deposits and Term (Fixed) 

Deposits showed that the non-business activities were more dominating i_n the area. 

3.8 Comparive Assessment of Growth of Resouces of RRBs- Fund 

3.8.1 Growth of Owned Funds 

It is a noteworthy point that all RRBs in West Bengal did not make use more 

of owned funds for raising their total liabilities. Table 3.16 shows that as on 31 

March, 2001 out of nine RRBs only two RRBs (Mai.GB and SGB) raised their owned 

funds above 2000 lakhs and only five RRBs (Mai.GB, Mayu.GB, NGB, SGB and 

UBKGB} raised their owned funds above 1000 lakhs. The total amount of owned 

funds of all RRBs in the state increased from Rs. 857.57 lakhs in 1998 to Rs. 

5820.00 lakhs in 2001, that is , it recorded 6.79 folds growth during that period. 

Table 3.16 : Growth of Owned Funds of RRBs in West Bengal· 

(Rs. in lakhs) 

Name of RRBs Mar.1998 Mar.1999 Mar.2000 Mar.2001 

BGB 920.76 920.76 920.76 921.00 

GGB 100.00 100.00 100.00 100.00 

HGB 664.76 665.31 694.90 816.00 

Mai.GB 857.57 1738.91 5249.70 5820.00 

Mayu.GB 100.00 100.00 100.00 100.00 

MGB 100.00 100.00 100.00 100.00 

NGB 1238.00 1853.13 1961.68 1962.00 

SGB 1661.49 2299.60 2412.20 2412.00 

UBKGB 100.00 . 100.00 100.00 100.00 

West Bengal 5742.58 7877.71 13120.90 14905.00 

Source : Computed from data based on key Statistics on RRBs, NABARD. 
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The share of Mai.GB to the total amount of owned funds of all RRBs in the 

state was 39.05% as on 31 March, 2001 .which was the largest in the state with 

comparison to the other. RRBs. The second largest amount (Rs. 2412 lakhs)5 of 

owned fund was occupied by the SGB. The NGB, Mayu.GB and UBKGB, increased 

also their owned funds by a fair amount, but GGB and MGB did not increase their 

owned funds, as on 31 March 2001 their owned fund remained at Rs. 100.00 lakhs 

only. The total amount of owned fund of all RRBs in the state was very little in 

comparison with their total deposits and borrowings. 

3.8.2 Growth of Deposits and Borrowings 

One of the most important functions of a financial institution is deposit 

mobilization. RRBs in West Bengal. showed remarkable progress in deposit 

mobilization. Though, some factors affected the growth of deposits,6 there was a 

continuous increase in amount of deposit. The information regarding the amount of 

total deposit and per branch deposit and •ts growth along with the amount of 

borrowings of all RRBs in the state as well as state level figures during the seven 

year period from 1994 to 2001 is presented in the Table 3.17, which exhibits the 

following pattern. 

The amount of total deposits mobilized by Mai.GB in the state · during the 

period 1994 to 2001 was due to maximum number of branches. It increased from 

Rs. 15224.31 lakhs in 1994 to Rs. 60532.00 lakhs in 2001 exhibiting 3.98 fold 

growth during that period . But this growth (297.60%) was the lowestin comparison 

with the other RRBs in the state. On the other hand, the amount of total deposit of 

MGB was the lowest in the state in every year during the same period due to having 

smaller number of branches. It rose from Rs. 1937.48 lakhs in 1994 toRs. 11547.00 

lakhs in 2001 showing 5.96 folds growth during that period of 1994 to 2001. This 

growth (496.00%) was the highest in comparison to the other RRBs in the state. 

The growth of deposits of HGB during that period was also remarkable at 402.75%. 

But in BGB, it was poor at 329.8% though the amount was considerable. The 

corresponding figure was 344.03% at the state level during the same period. 
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Table 3.17 : Comparative Assessment of Growth of Total and Per Branch Deposits and Borrowings of RRBs in West Bengal. 
March IYY4 March 2001 

Name of Total amt. of Amt. ofPer Total amt. of Total amt. of Amt. ofper Total amt. of 
RRBs Deposits Br. Deposit Borrowings Deposits Br.Deposit Borrowings 

GGB 9280.00 64.90 1933.78 42007.00 283.83 2683.00 
(14.41) (24.06) (14.69) (22.82) 

Mal.GB 15224.31 86.50 1467.46 60532.00 343.93 . 1448.00 
(23.64) (18.25) (21.17) (12.32) 

-
Mayu.GB 5060.39 77.85 510.97 22861.00 351.71 876.00 

(7.86) (6.36) (7.99) (7.45) 
UBKGB 7506.90 67.63 840.94 33550.00 296.90 839.00 

(11.66) (10.46) (11.73) (7.14) 
SGB 10168.39 88.42 1035.61. 45530.00 395.91 1325.00 

(15.79) (12.88) (15.92) (11.27) 
BGB 6717.44 74.64 687.94 28873.00 320.8 1121.00 

(1 0.43) (8.56) (10.10) (9.53) 
HGB 4633.95 78.54 431.58 23297.00 394.86 1170.00 

(7.19) (5.37) (8.15) (9.95) 
NGB 3868.23 59.51 783.46 17746.00 273.03 1622.00 

(6.01) (9.75) (6.21) (13.79) 
MGB 1937.48 48.44 346.85 11547.00 288.68 674.00 

(3.01) ( 4.31) ( 4.04) (5.73) 
West Bengal 64397.09 74.50 8038.59 285942.00 328.30 11758.00 

(100.00) (100.00) (100.00) (100.00) 
Source : Computed and compiled from data based on Annual Reports of RRBs and Statistics on RRBs (various issues), NABARD. 
Note : Figures in brackets are shares ofRRBs to the total amount at the state level. 

'-' indicntes the negntive growth. 

%increase of % increase of 
Deposits Borrowings 
(1994-2001) ( 1994-2001) 
352.66 

38.74 

297.60 -1.33 
--------

351.76 71.44 

346.92 -0.23 

347.76 27.94 

329.82 62.95 

402.75 171.10 

358.76 107.03 

496.00 94.32 

344.03 46.27 

I 
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Fig. 3. 7 : Bank-wise Proportion of Deposits 
of RRBs in West Bengal (1994) 
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Fig. 3.8 : Bank-wise Proportion of Deposits 
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Table 3.17 also shows that the share of Mai.GB to the total deposits at the 

state level was the highest in every year during the period from 1994 to 2001 . It 

decreased from 23.64% in 1994 to 21.17% in 2001. On the contrary, share of MGB 

was lowest in every year during that period due to having small number of branches. 

The shares of SGB and GGB were above 14% in both the years 1994 and 2001 . 

But, for NGB it was poor at 6 .01% in 1994 and 6.21% in 2001. 

The amount of per branch deposit of SGB was the highest in comparison with 

the other RRBs in the state at Rs. 395.91 lakhs in 2001 , followed by HGB at Rs. 

394.86 lakhs at the same time. But it was the highest in Mai.GB in 1994 at Rs.86.50 

lakhs. At the end of March 2001 , The corresponding figure of Mayu.GB was also 

high at Rs. 351 .71 lakhs and it was poor in NGB at Rs. 273.02 lakhs only at that 
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time. The average figure at the state increased from Rs. 7 4.50 lakhs in 1994 to Rs. 

328.30 lakhs in 2001. 

It could also be seen in Table 3.17 that the amount as well as the share of 

borrowing of GGB was the highest always in comparison with the other RRBs in 

the state. It increased in amount from Rs. 1933.78 lakhs in 1994 to Rs. 2683.00 

lakhs in 2001, showing 38.74% growth during the seven·year period from 1994 to 

2001, but it declined in share from 24.06% to 22.82% during that period. Though . 

share of MGB to the total borrowing at the state level increased from 4.31% to 

5. 73%, the amount was the lowest in every year during the same period. It can be 

seen that the share of Mai.GB declined by 5.93% , (i.e., from 18.25% in 1994 to 

12.32% in 2001 ), showing a negative growth of 1.33% during that time. 

3.9 Summary 

It is observed that there is a continuous increase in amount of total deposit 

as well as per branch deposit in the state of West Bengal. The mobilization of deposit 

is the most important activity for the RRBs which is the main source of fund of the 

bank. The other financial resources of the RRBs are share capital, share capital 

deposit, reserve fund, borrowing and refinance. The above analysis of this chapter 

has brought to focus the following facts : 

(i) Under the recapitalisation programme RRBs are being provided. 

with additional equity by the stake-holders to make them 

financially strong. The amount of share capital of RRBs in the 

country increased from Rs. 19557.50 lakhs in 1999 to Rs .. 

19566.25 lakhs in 2001. 

(ii) Share capital, share capital deposit and reserve fund registered 

quite an insignificant part of the total resources to compare with 

deposit and borrowings. 

(iii) The amount of per RRB and per branch deposits increased from 

Rs. 3432.22 lakhs and 36.3 lakhs in 1990 toRs. 31771.33 lakhs 

and Rs. 328.30 lakhs in 2001 respectively in the state of West 

Bengal. Whereas, the corresponding figures at the national level 

increased from Rs. 217.61 lakhs and Rs. 28.70 lakhs to Rs. 

19529.48 lakhs and 267.50 lakhs respectively during the same 

period of 1990 to 2001. 
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(iv) Savings Deposits and Term/Fixed Deposits are more popular with 

the rural clientele as compared with the Current Deposits and 

Recurring Deposits. 

(v) The lion's share of bnorrowing of RRBs in the state as well as the 

country had come from NABARb>. At the end of March 2000, out 

of Rs. 375675.05 lakhs borrowings of RRBs Rs. 312841.751akhs 

(i.e., 83%) was available from NABARD. 

(vi). Deposit· mobilization by the RRBs in West . Bengal shows a 

remarkable progress. Average growth of deposit mobilization in 

the state during the seven year period from 1994 to 2001 was 

about 344.03%, whereas the corresponding figure at the national 

level was about 333.67% during that period. 

(vii) If we compare deposit mobilized by different RRBs in West 

Bengal with each other, we find that during the last seven years, 

from 1994 to 2001 the highest growth has been registered by 

MGB (496.00%) , followed by HGB (with 402.75% growth) during 

the· same period. Except Mai.GB (297.60%) and BGB (329.82%) 

all RRBs of West Bengal show growth of deposits higher than that 

at the state level (344.03%) during the period of 1994 to 2001. 

(viii) Though the share of Mai.GB to the total deposits of all RRBs in the 

state was the highest in every year from 1994 to 2001 on account 

of having the highest number of branches·, but its magnitude 

decreased from 23.64% to 21.17% during that period. The shares 

of SGB and GGB were also remarkable. On the countrary, the 

shares of MGB and NGB · were very poor due to having lower 

number of branches. 

(ix) At the state level the amount of per branch deposits increased 

from Rs.74.50 lakhs in 1994 toRs. 328.30 lakhs in 2001, showing 

a continuous increase and had shown 4.41 folds growth during the 

period from 1994 to 2001. 

(x) The amount of per branch deposit of SGB was the highest in 

comparison with the other RRBs in the state at Rs. 395.91 lakhs 

in 2001, followed by HGB at Rs. 394.86 lakhs at that time. But, in 
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1994 it was the highest in Mal GB at Rs. 86.50 lakhs. As on 31 

March 2001, the corresponding figure of Mayu. GB was also high 

at Rs. 351.71 lakhs, but for NGB it was poor at Rs. 273.02 lakhs 

only. 

(xi) For GGB the amount of borrowings as well as its share to the total 

figure at the state level was the highest in every year during the 

period from 1994 to 2001, followed by NGB at 107.03% during the 

same time. But it was negative for Mai.GB and UBKGB at 1.33% 

and 0.23% respectively . Their share of borrowing to the total 

borrowings at the state level decreased from 18.25% and 10.46% 

in 1994 to 12.32% and 7.14% in 2001 respectively. 

1There are two types of performance variable of RRBs viz. (a) physical 

variables and (b) financial variables. Physical variables are staff, deposit accounts, 

outstanding advances accounts, total business accounts, productivity account etc .. 

On the other hand, the financial variables are deposit amount, outstanding advances 

amount, total business amount, productivity amount, profit /loss amount, recovery 

amount etc. (Hosamani, 2002). 

2The amount of investment credit as refinance facilities from NABARD to 

RRBs, at interest rates charged to co-operative banks was 775 crores in 1999-2000 

(i.e., 15% of NABARD- refinance to the banking sector) (ECRC Report, 2001). 

3 At the end of March 2001, according to the total number of branches 

Mai.GB (20.21%) occupied the first position in the state in comparison to the other 

RRBs. Whereas, the share of GGB was 16.99%. Its position was second in the 

State. The corresponding figure of MGB was almost 4.60% at the same time which 

was the lowest in the state. 

4 During the period between 1994 and 2001 the growth of per branch 

deposits at the state level and national level were almost equal (about 4.41 folds, 
.< 

340.67%) (computed from data based on Statistics on RRBs, NABARD, 1994 and 

2001). 
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5 As on 31 march 2001, the share of SGB to the total amount of owned funds 

of all RRBs in the state was 16.18%. For Mai.GB it was 39.05%. But for both GGB 

and MGB it was 0.67% only (Key Statistics on RRBs, NABARD, 2001). 

6 Low level of economic activity due to short supply of credit, aversion of well-off 

section for lack of banking facilities, absence of institutional deposits, higher rate of 

return of post office and lack of sufficient initiatives and interest of the bank staff 

affected the growth of deposits of the RRBs (Das, 1998). 



CHAPTER - IV 

NATURE AND PATTERN OF CREDIT DISBURSEMENT OF 
RRBs IN WEST BENGAL 

4.1 Introduction 

A most important and crucial component of the business plan of the bank is 

credit disbursement. The main objective of setting up the Regional . Rural Banks 

(RRBs) was to provide institutional credit to the weaker sections, specially to the 

small and marginal farmers, agricultural labourers, artisans and small entrepreneurs 

in the rural areas, and bring about a progress with social justice to the rural poor. 

RRBs had tried to touch the doors of each and . every neglected household to 

accomplish their objectives. They devote special attention to the weaker sections and 

target groups in order to enable them to participate in the activities and share the 

benefits of rural development. Their · advances are predominantly confined to the 

needs of the weaker sections. 

RRBs provide short-term and medium term loan to the rural poor. In course 

of tirne, they are intended to eliminate money lenders altogether. ·However, they 

were not set up to replace Co-operative Credit Societies but to supplement them. 

According to the Working Group on Rural Banks in 1975, "What is needed is an 

institution which combines the local feel and familiarity with rural problems which 

the co-operatives possess and the degree of business organization, business ability 

to mobilize deposits, access to central money markets and 'modernised' outlook 

which the commercial banks have" (Working Group on Regional Rural Banks, 

1975). 

4.2 Purposes of Loans and Advances 

In the last 26 years (1975-2001 ), RRBs have been active participants in 

programmes designed to provide credit assistance to identified beneficiaries under 

the 20-point Economic Programme1
, Integrated Rural Development and other 

special programmes for Scheduled Castes and Scheduled Tribes. They are also 

implementing differential rates of interest (DRI) schemes for the weaker sections and . 

physically handicapped persons. 
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The RRBs in the state of West Bengal have acquired a good name among 

the rural masses for timely and need based lending to the weaker sections -

covering agricultural and allied activities and also the non-agricultural sector. In 

order to extend banking benefits to the maximum number of eligible perons and .raise 

their standard of living, every RRBs has undertaken various types of loaning 

business, granting of loans and advances, particularly to : 

i) Small and marginal farmers; 

ii) · Agricultural labourers whether individually or in group; 

iii) Agricultural Marketing Societies; 

iv) Agricultural Farming Societies; 

v) Primary Agricultural Credit Society of Farmers ; 

vi) Rural Artisans; 

vii) Small Traders ; 

viii) Small Entreprenuers ; 

ix) Self- employed persons; 

x) Others. 

4.3 Different Types of Loans and Advances 

On the basis of various purposes loans and advances are mainly classified 

into two types, viz., (a) direct loan & advances and (b) indirect loan & advances.2 

Direct loans and advances are given directly to the beneficiaries, neither any farmer 

service societies has been formed nor any Agricultural Credit Co-operative Societies 

has been yielded to the banks. Direct loans and advances are classified into : (i) 

Crops loans; (ii) Agricultural Term Loans; (iii) Loans for Allied Activities including 

Dairy" Farming, Poultry Farming; Sheep ·Farming, Pisciculture, Sericulture and 

biogas; (iv) Loans for Rural Artisans, village and cottage Industries; (v) Loans for 

Retail Traders, Small Business and Self-employed Persons, etc. While the bank 

also finances such agricultural and non-agricultural service activities as marketing, 

agro-service unit, etc. which are known as indirect loan and advances. 
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Table 4.1 : Growth of Outstanding Advances of RRBs in West Bengal and India 
(Rs in lakhs) 

Year West Bengal India 

Aggregate Amt. Growth(%) Aggregate Amt. Growth(%) 
Outstanding Adv. Outstanding Adv. 

Dec.1985 7696 33.8 140767 31.03 

Mar.1990 20750 21.5 355517 21.8 

Mar.1991 20645 -0.5 360927 3.8 

Mar.1992 25227 22.2 409086 10.9 

Mar.1993 29498 16.9 462673 13.1 

Mar.1994 33758 14.4 525302 13.5 

Mar.1995 38820 15.0 629096 19.8 

Mar.1996 46139 18.9 750502 19.3 

Mar.1997 51211 11.0 871808 16.1 

Mar.1998 55839 9.0 975858 11.9 

Mar.1999 65338 17.0 1128150 15.6 

Mar.2000 75844 16.1 1318595 16.9 

Mar.2001 91364 20.5 1581489 19.9 

Source: Computed from data based on Annual Reports of RRBs and Statistics on RRB, 

"' .J:. 
~ 

.! 

.5 
ui 
0:: 

NABARD. 
Notes: 1. Growth of Advances over previous year 

2. Figure have been rounded off to nearest lakh of rupees. 
3. '-' indicates the negative growth. 

Fig. 4.1 : Growth of Outstanding Advances ofRRBs in West Bengal and India 
(1994-2001) 
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4.4 Growth of Loans and Advances of RRBs in India and West Bengal 

There was a continuous increase in the aggregate advances of RRBs in 

India over the years. It increased from Rs. 140767 lakhs in 1985 toRs. 355517 lakhs 

in 1990, Rs. 6290961akhs in 1995 and Rs. 1318595'1akhs in 2000 which recorded a 

growth rate of 16.9% over the previous year (Table 4.1 ). On the other hand, in the 

state of West Bengal, the aggregate advances of RRBs also increased from Rs. 

7696 lakhs in 1985 to Rs. 20750 lakhs in 1990, Rs. 38820 lakhs in 1-995 and Rs. 

75844 lakhs in 2000 (Table 4.1) which recorded a growth rate of 16.1% over the 

previous year. 

As on 31 March 2001, the total outstanding advances of RRBs in the country 

stood at Rs. 15815 crores, recording a growth of 19.9% over the previous year. 

South Malabar Gramin Bank of Kerala State had the highest outstanding advances 

in the country at Rs. 532 crores followed by Malaprabha of Karnataka State at Rs. 

513 crores and North Malabar (Kerala) at Rs. 438 crores (Key Statistics on RRBs 

2000-01 ). At that time, in West Bengal the total outstanding advances was Rs. 

913.64 crores, recording a growth rate 20.5% as against 16.1% of previous year. 

Mallabhum Gramin Bank had the highest outstanding advances in West Bengal at 

Rs. 202.19 crores followed by Gaur Gramin Bank at Rs. 165.14 crores and the 

lowest outstanding advances had been made by the Murshidabad Gramin Bank in 

West Bengal at Rs.39.21 crores. Outstanding advances of RRBs recorded an 

average growth rate of 20% as on 31 March 2001. The highest growth was recorded 

by the RRBs in the State of Mizoram by 30% followed by Tamil Nadu (29%), Kerala 

and Punjab (26% each) and Himachal Pradesh by 25%, whereas in West Bengal it 

was 20.8%. 

Loans issued by RRBs increased from Rs. 6885.52 crores in 2000 to Rs. 

8797.37 crores in 2001, registering a growth of 27.8%. In the country 10 RRBs 

increased their lending more than two folds during 2000-01. South Malabar Gramin 

Bank in Kerala State recorded the highest disbursement at Rs. 545 crores followed 

by North Malabar Gramin Bank in the same state at Rs. 353 crores and 

Tungabhadra Gramin Bank of Karnataka at Rs. 333 crores. On the other hand, in 

West Bengal loans issued by RRBs increased from Rs. 251.49 crores in 2000 to 
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Rs. 404.00 crores, registering a growth of 60.6% which was considerably greater 

than all India level growth ( 27.8%). 

But the growth rate in outstanding loans and advances for the last five years 

showed a declining trend due to improved recovery percentage and more cautious 

approach adopted towards lending and keeping in view the viability concerns. 3 

4.5 Per RRB and Per Branch- Outstanding Advances 

The outstanding advances of RRBs had increased not only in terms of 

aggregate of all the banks put together but also in terms of per bank and more 

importantly per branch. At the level of all India the outstanding advances made per 

RRB increased from Rs. 748.76 lakhs in 1985 toRs. 1813.29 lakhs in 1990, Rs. 

3209.67 lakhs in 1995 and Rs. 6363.51 lakhs in 2000 which is showing an increase 

of more than 8 times during that period (1985-2000). On the other hand, in West 

Table 4.2 : Outstanding Advances Per R.RB and Per Branch in West Bengal 
and India (Rs. In lakhs) 

Years West Bengal India 

Advances _Advances Advances Advances 
Per RRB Per Branch Per RRB Per Branch 

Dec.1985 855.11 10.24 748.76 11.17 

Mar. 1990 2132.10 22.26 1813.29 24.50 

Mar.1991 2293.84 23.90 1841.46 24.90 

Mar.1992 2803.00 29.20 2087.17 28.10 

Mar.1993 3277.56 34.10 2360.58 31.80 

Mar.1994 3750.89 39.10 2680.11 36.10 

Mar.1995 4313.33 44.90 3209.67 43.36 

Mar.1996 5126.56 -53.40 3829.09 51.80 

Mar.1997 5690.11 59.27 4448.00 60.29 

Mar.1998 6204.33 64.63 4978.87 67.48 

Mar.1999 7259.78 75.62 5755.87 77.94 

Mar.2000 8427.16 87.18 6727.52 90.83 

Mar.2001 10151.56 104.90 8068.82 110.51 

Source : Computed from data based on annual reports on bank and statistics on RRBs. 

Bengal the amount of outstanding advances made· per RRB increased from Rs. 

855.11 lakhs in 1985 to Rs. 23132.10 lakhs in 1990, Rs. 4313.33 lakhs in 1995 and 

Rs. 8404.12 lakhs in 2000, showing an increase of almo_st ten times during that 
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period (1985-2000) , which was more than all India level. The average outstanding 

advances per branch in the country also increased from Rs. 11.17 lakhs in 1985 to 

Rs. 43.36 lakhs in 1995 and Rs. 90.83 lakhs in 2000, i.e., the average outstanding 

advances per branch increased more than 8 folds between 1985 and 2000 and in 

West Bengal these figures were Rs. 10.24 lakhs, Rs. 22.26 lakhs, Rs. 44.9 lakhs 

and 87.181akhs for the years 1985, 1990, 1995 and 2000 respectively (Table 4.2), 

recorded a growth of more than 8.5 folds between the same period which was 

greater thands the all India level. 

In India, as on 31 March 2001, the per RRB outstanding advances and per 

branch outstanding advances were Rs. 8068.82 lakhs and 110.50 lakhs respectively. 

It recorded a growth rate of 21.67% and 19.94% over previous year in respective 

indicators. But in West Bengal at the same time the per RRB outstanding advances 

and per branch outstanding advances were Rs. 101551.56 lakhs and Rs. 104.90 

lakhs, and registered growth rate of 20.46% and 20.33% respectively over previous 

year. However, it had been seen that until 31 March of 2001 the amount of per 

RRB outstanding advances in West Bengal was greater than the figure at all India 

level, but the amount of per branch advances was its opposite. 

4.6 Credit-Deposit R!!tio (C-D ratio) 

A ratio of aggregate outstanding advances and aggregate outstanding 

deposits multiplied by hundred is called Credit-Deposit (C-D) ratio.This ratio indicates 

the extent of deployment and utilization of resources by the .bank, and is used for 

evaluating · the performance of a bank. 'This measure acts as an indirect means of 

assessing the monetary management by the bank (Hasmoni, 2002). The RRBs are 

required to deploy credit for the financial support to the weaker sections residing in 

their jurisdiction and to reduce the rural urban disparities. Unlike deposits, loans and 

advances showed very little growth over the previous year. As a result, the Credit

Deposit ratio come down over the years at the level of all India. The t~end of this 

ratio of RRBs in West Bengal is significantly negative. Credit-Deposit ratio for RRBs 

at the · national level in 1985 was 1 09 percent and reduced almost at constant rate 

over the years and reached to 56 percent in 1995 and in 2000 it was 41 percent. As 

on 31 March 2001, the average C-D ratio of RRBs in the country has stagnated at 

41 percent. At the same time, four RRBs, viz., North Malabar Gramin Bank and 

South Malabar Gramin Bank in Kerala, Varada Gramin Bank in Karnataka and 

Arunachal Gram in Bank in Arunachal Pradesh recorded C-D ratio above 100 per 
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cent. But. C-D ratio for RRBs in West Bengal was always lower over the years than 

national level. The C-D ratio for RRBs in West Bengal decreased from 91 percent in 

1985 to 50 percent in 1995 and in 2000 it was 32 percent and as on 31 March 2001 

the ratio has stagnated at 32 percent (Table 4.3). 

Table 4.3: Credit Deposit Ratio of RRBs in West Bengal and India 

Year West Bengal (%) India(%) 

Dec. 1985 91 109 

Mar.1990 67 86 

Mar.1991 57 72 

Mar.1992 58 70 

Mar.1993 58 67 

Marc.1994 52 60 

Mar.1995 50 56 

Mar.1996 47 53 

Mar.1997 40 48 

Mar.1998 35 44 

Mar.1999 33 42 

Mar.2000 32 41 
\ 

Mar.2001 32 41 

Source : Computed from data based on Key Statistics on RRBs (various years), NABARD. 

The performance of RRBs in West Bengal in the deployment of resources 

mobilized by way of deposits was very satisfactory during the establishment period 

(Statistics on RRBs, NABARD). The more important criteria for judging the 

performan,ce is how far the bank has been able to meet the credit needs in its area 

of operations according to the planned allocation of credit under the District Credit 

Plan and Annual Action Plan. The Credit Deposit ratio could be considered only as 

a rough yardstick to ensure that deposit mobilized in rural and semi-urban areas are 

not deployed elsewhere, but are used to finance local economic activity. In this 

regard, the performance of RRBs in West Bengal in comparison with national level 

average and the performance of the RRBs of other states was not much better, 

there has been a steady fall in the ratio (Table 4.3). 
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4. 7 RRB-wise Loan:o and Advances and Credit-Deposits Ratio in West Bengal 

The RRBs, keeping in view of their aims and objects for the economic 

development of rural area, have made dedicated.efforts in providing easy and timely 

financial assistance to agricultural and non-agricultural sectors. 

In order to extend banking benefits to a maximum number of eligible persons 

and raise their standard of living, loan distribution camps and functions were 

arranged by various branches of the bank with the co-operation of the district 

authorities. This can help the applicants in completing various formalities without 

wasting time and money on the one hand, and improving the performance of the 

bank on the other hand (Sonara, 1998). 

In the State of West Bengal all the RRBs .under the purview of this study, viz., 

Gaur Gramin Bank (GGB), Mallabhum Gramin Bank (Mai.GB), Mayurakshi Gramin 

Bnk (Mayu.GB), Uttar Banga Kshetriya Gramin Bank (UBKGB), Nadia Gramin Bank 

(NGB), Sagar Gramin Bank (SGB), Bardhaman Gramin Bank (BGB), Howra Gramin · 

Bank (HGB) and Murshidabad Gramin Bank (MGB) have undertaken a programme 

for the development of rural centers so that most of the day-to-day requirements of 

the people of these· centers and nearby villages may be met locally. This provided. 

useful service by vigorously reducing visists of the rural people to the cities. 

Disbursement of loans to the weaker sectors, particularly in the rural area, was done 

with utmost attention in co-ordination with the district authorities. 

4.7.1 Gour Gramin Bank (GGB) 

A study of credit disbursement, per branch loans and advances and credit 

deposit ratio of GGB over a period of eight years, from 1994 to 2001, given in Table 

4.4 which reveals the following : 

The amount of total outstanding advances of GGB increased from Rs. 

6652.00 lakhs in 1994 toRs. 16514.00 lakhs in 2001, registering an addition of Rs. 

9862.00 lakhs, and showing 2.48 folds growth during the period from 1994 to 2001. 

The growth of outstanding advances over the previous year of GGB was the highest 

in 2001 (26.80%), followed by the year of 1997 (23.14%) during that period. The 

share of GGB, as on 31 March 2001, to the total outstanding advances of all RRBs 

in West Bengal was 18.07% which was second largest in comparison with all other 

RRBs in the state. 



Table 4.4: 

Year 

Mar.1994 
Mar.1995 

Mar.1996 

Mar.1997 

Mar.1998 

Mar.1999 

Mar.2000 

Mar.2001 
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Growth of Outstanding Advances, Per Branch Advances and the Trend of 
Credit Deposit Ratio of GGB. 

(Rs. in lakhs) 
The Total Amt. The Amt. of Per Credit Deposit Ratio 
of Outstanding Branch Advances (per cent) 

6652.00 46.52 72.00 
7789.00 54.47 68.00 
(17.09) (17.09) -(5.56) 

8373.00 58.55 55.00 
(7.49) (7.49) -(10.12) 

10311.00 72.10 53.00 
((23.14) (23.14) -(3.64) 

10856.47 75.92 44.74 
(5.30) (5.30) -(15.58) 

12459.06 87.13 44.07 
(14.76) (14.76) -(1.50) 

13024.39 88.00 38.23 
(4.54) (5.86) . -(13.25) 

16514.00 111.58 39.00 
(26.80) (26.80) (2.01) 

Source : Computed from data based on Annual Reports and Statistics on RRRBs (for 
various years), NABARD. 

Note : Figures in brackets are percentages of growth over the previous year. 
'-' indicates the negative growth. 

Table 4.4 shows that the amount of per branch outstanding advances of 

GGB was Rs. 46.52 lakhs in 1994, increased to Rs. 111.58 lakhs in 2001, showing a 

continuous rising trend during the period between 1994 and 2001. This was greater 

in every year during that period than the average per branch outstanding advances 

of RRBs in the state (Table 4.2) and this was also greater than the average figure in 

the country excepting the year 2000. But, during the period from 1994 to 2001 the 

growth of per branch outstanding advances of GGB (2.62 folds) was lower than the 

growth of average per branch outstanding advances of RRBs in the State ( 2.68 

folds) as well as in the country (3.06 folds). As on 31 March 2001, the growth of 

per branch· outstanding advances of GGB over the previous year was 26.80% as 

against 20.33% at the State level. 
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The Credit Deposits (C-D) ratio of GGB reduced from 72.00 percent in 1994 

to 39.00 percent in 2001, showing a continuous decreasing trend (excepting the 

year of 2001), indicated a negative growth of 45.83 percent during the period from 

1994 to 2001. In comparison with the average C-D ratio of RRBs in the state the 

C-D ratio of GGB was greater in every year during that period. As on 31 March 

2001; the growth of C-D ratio over the previous year of GGB was positive at 2.01 %, 

while at the state level it was stagnant at 32.00 percent (Table 4.3). 

4.7.2 Mallabhum Gramin Bank {Mal. GB) 

The information regarding the outstanding advances, per branch outstanding 

advances and C-D ratio of Mai.GB is presented in Table 4.5, which reveals the 

following: 

Table 4.5 :·Growth of Total and Per Branch Outstanding Advances and the 
Trend of C-D Ratios of Mai.GB. 

(Rs. in lakhs} 
Year The Amt. of Total The Amount of Per C-D Ratio (%) 

Outstanding Advances Branch Outstanding Br 

Mar.1994 7937.04 45.10 52.00 
(13.86) (13.86) -(10.34) 

Mar.1.995 8773.26 49.85 ·50.00 
(1 0.53) (10,53) -(3.85) 

Mar.1996 10029.00 56.98 47.00 
(14.30) (14.30) -(6.00) 

Mar.1997 }0671.00 60.63 39.00 
(6.41) (6.41) -(17.02) 

Mar.1998 11634.17 66.10 34.24 
(9.02) (9.02) -(12.21) 

Mar.1999 14391.93 81.77 33.90 
(23. 71) (23.71) -(0.99) 

Mar.2000 17753.14 100.87 34.68 
(23.36) (23.36) 3.03) 

Mar.2001 20219.00 114.88 33.00 
(13.89) (13.89) -(4.84) 

Source : Computed from data based on Annual Reports and Statistics qn RRBs (for 
· various years}, NABARD. 

Note : Figures in brackets are percentages of growth over the previous year. 
'-' indicates the negative growth. 
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The amount of total outstanding advances of Mai.GB which stood at Rs. 

7937.04 lakhs in 1994, increased to Rs. 20219.00 lakhs in 2001, indicating a 

continuous rising trend and had shown about 2.55 folds growth during the period 

from 1994 to 2001. 

The growth of outstanding advances· over the previous year of Mai.GB was 

the highest in 1999(23.71%) followed by the year of 2000(23.36%) while it was the 

lowest in 1997 (6.41%) during that period. The share of Mal. GB t9 the total 

outstanding advances of all RRBs in the state, as on 31 March 2001 was 22.13% . 

which was the highest in comparison with the all other RRBs in the state at that time. 

Table 4.5 shows that the amount of per branch outstanding advances of 
·• 

Mai.GB increased from Rs. 45.10 lakhs in 1994 to Rs.114.881akhs in 2001, showing 

a continuous rising trend during the period between 1994 and 2001. In every year 

· during that period, the per branch outstanding advances of Mai.GB was greater than 

the average per" branch outstanding advances of RRBs in the state and also it was 

greater than the national level excepting the year of 1998. The growth of per branch · 

outstanding advances of Mai.GB was 13.89% in 2001 as against 23.36% in the 

previous year. 

The C-D ratio of Mai.GB which stood at 52 percent in 1994 and moved down 

33 percent in 2001, exhibiting a continuous falling trend during the period between 

1994 and 2001. Excepting the year 2000, in every year ·during that period the 

growth of C-D ratio over the previous year was negative and in 1997 there was the 

highest fall in C-D ratio of the bank (Table 4.5). Also, in every year the C-D ratio of 

Mai.GB was lower than the average C-D ratio of RRBs in the state (Table 4.3) 

during that period. 

4.7.3 Mayurakshi Gramin Bank (MGB) 

Table 4.6 shows the information regarding total and per branch outstanding 

advances and C-D ratio of Mayu.GB during the period from 1994 to 2001 which 

discloses the following statement : 

The aggregate amount of outstanding advances of Mayu.GB rose from Rs. 

2264.94 lakhs in 1994 to Rs. 8736.00 lakhs in 2001, indicating 3.86 folds growth. 

during the period from 1994 to 2001. The growth of outstanding advances over the 

previous year of Mayu.GB was the highest in 2001 (26.8%), followed by the year of 
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1997 (23.14%) during that period. The share of Mayu.GB to the total outstanding 

advances of all RRBs in the State was 9.56% as on 31 March. 2001. 

Table 4.6 : Growth of Total and Per Branch Outstanding Advances and the 
Trend of C-D Ratio of Mayu.GB. ( Rs. in lakhs) 

Year The Amt. of Total The Amount of Per CD Ratio(%) 
Outstanding Advances Branch Outstanding Br 

Mar.1994 2264.94 34.85 45.00 

Mar.1995 2728.95 41.83 43.00 
(20.03) ((20.03) -(4.44) 

Mar.1996 3546.55 54.66 46.00 
(30.43) (30.43) (6.98) 

Mar.1997 4262.50 65.58 41.00 
(20.20) {20.20) -(1 0.87) 

Mar.1998 5001.66 76.95 37.53 
(17.34) . (17.34) -(8.46) 

Mar.1999 5752.00 91.57 37.08 
(19.00) (19.00) -(1.20) 

Mar.2000 6398.03 98.43 32.99 
(7.49) (7.49) -(11.03) 

Mar. 2001 8736.00 134.40 38.00 
(36.54) (36.54) (15.19) 

Source : Computed from data based on Annual Reports and Statistics on RRRBs (for 
various years), NABARD. 

Note : Figures in brackets are percentages of growth over the previous year. 
'-' indicates the negative growth. 

As may be seen from Table 4.6 that the amount of per branch outstanding 

advances of Mayu.GB was 34.85 lakhs in 1994, increased to Rs. 98.43 lakhs in 

2000 and Rs. 134.40 lakhs in 2001, showing a continuous rising trend during the 

period from 1994 to 2001. During that period the per branch outstanding advances 

of the bank was lower in the first two years (i.e. 1994 & 1995) than the average 

figure at the state level (Table 4.2) and then from 1996 to 2001 it was greater and 

also the growth of this over the previous year was greater than the average growth 

figure of RRBs in the state. As on 31 March 2001, the growth of per branch 

outstanding average over the previous year of Mayu.GB was 36.54% while in the 

state it was 20.33% only at the same time. 

Table 4.6 shows that the C-D ratio of Mayu.GB was 45% in 1994, 

decreased to 32.99% in 2000 and moved up to 38.00% in 2001. During the period 
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from 1994 to 2001 the growth of C-D ratio over the previous year of the bank was 

positive in two years only, 1996 and 2001 and in all other years it was negative. In 

comparison with the average C-D ratio of all RRBs in the state in every year during 

that period the C-D ratio of Mayu.GB was not greater or lower, it varied in different 

years, for example, in 1994 and 1995 it was lower but in 1999 and 2001 it was 

higher. As on 31 March, 2001 the growth of C-D over the previous year of the bank 

was 15.19%, but at the state level it stagnated at 32%. 

4.7.4 Uttar Banga Kshetriya Gramin Bank (UBKGB) 

The details abo~t the total amount ·of outstanding advances, per branch 

outstanding advances and C-D ratio of UBKGB during the period from 1994 to 2001 

are given in Table 4.7, which reveal the following trend : 

Table 4. 7 : Growth of Total and Per Branch Outstanding Advance and the 
Trend of C-D Ratios of UBKGB 

{Rs. in lakhs} · 
Year The Amt. of Total The Amt. of Per C-D Ratio (%) 

Outstanding Advances Branch Outstan-
ding Advances 

Mar.1994 · 4335.61 39.06 58.00 
(18.69) (18.69) -(7.94) 

Mar.1995 5040.86 46.41 57.00 
(16.26) (16.26) -(1.72) 

Mar.1996 6286.79 56.64 58.00 
(24.73) (24.73) (1.75) 

Mar.1997 7189.79 64.77 50.00 
(14.3(5) (14.35) -(13.79) 

Mar.1998 7546.47 67.99 44.00 
(4.97) (4.97) -(12.00) 

Mar.1999 8511.68 76.68 39.46 
(12.78) (12.78) -(1 0.32) 

Mar.2000 10800.00 96.43 39.13 
(26.88) (25.76) -(0.84) 

Mar.2001 13712.00 121.35 41.02 
(26.96) (25.84) (4.78) 

Source : Computed from data based on Annual Reports and Statistics on· RRRBs (for 
various years), NABARD. 

Notes: Figures in brackets are percentages of growth over the previous year. 
'-' indicates the negative growth. 

" 
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The total amount of the outstanding advances of UBKGB which stood at Rs. 

4335.61 lakhs in 1994, increased to Rs. 13712.00 lakhs in 2001, exhibiting above 

3.16 folds growth during the period from 1994 to 2001 and showing a continuous 

rising trend during that period. The growth of outstanding advances of UBKGB over 

the previous year was the highest in 2001 (26.96%) followed by the year of 2000 

(26.88%) during that period, while it was the lowest in 1998 at the same period. As 

on 31 March 2001 the share of UBKGB to the total outstanding advances of RRB in 

the state was about 15.01% as against 14.24% in the previous year. 

Table 4.7 shows that the amount of per branch outstanding advances of 

UBKGB was Rs. 39.06 lakhs in 1994, rose toRs. ~21.00 lakhs in 2001, showing a 

continuous rising trend during the period from 1994 to 2001. Excepting the year of 

1994 in every year the per branch outstanding advances of the bank was greater 

than the average per branch outstanding advances of all RRBs in the state during 

that period (Table 4.2). On the other hand, the growth. of outstanding advances 

during that period was 3.16 folds of UBKGB which was greater than the average at 

the state level ( 2.68 folds) and also the average figure of the country. 

As on 31. March 2001, the growth of per branch outstanding over· the 

previous year of UBKGB was 25.84% as against 20.33% at the state level. It had 

been se_en that from 1994 to 1999 the growth of total amount and the growth of per 

branch amount of outstanding advances of UBKGB over the previous year was 

same but in 2000 and 2001 it was different because in these two years the number 

of total branches of the bank increased by one. 

During the period from 1994 to 2001, excepting 1996 and 2001 in every 

year the Credit-Deposit ratio of UBKGB decreased over the previous year. The C-D 

ratio of the bank decreased from 58% in 1994 to 41% in 2001 (Table 4.7), but the 

decreasing growth rate was lower than that at the state level (Table 4.3). The 

highest negative growth of C-D ratio of UBKGB was in the year of 1997. The 

decreasing trend of the growth of C-D ratio implied that the growth of outstanding 

advances was lower in comparison with the growth of deposits. 

4.7.-r Sagar Gramin Banka (SGB) 

Information about total amount and per branch amount of .outstanding 

advances of SGB and its C-D ratio during the period from 1994 to 2001 is presented 

in Table. 4.8 . It revee~ls the following trend. 

• 
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In 1994, the aggregate amount of outstanding advances of SGB was Rs. 

4180.21 lakhs and it increased toRs. 9878.00 in 2001, exhibiting a continuous rising 

trend and had shown above 2.36 folds growth during the period from 1994 to 2001. 

The growth of outstanding advances over the previous year of SGB was the 

highest in 2001 (23.15%) and it was the lowest in 1997 (2.39%) during that period. 

This growth of outstanding advances of the bank was greater than the average 

growth rate · of outstanding advances over the previous year at the state level 

(20.46%) as on 31 March 2001 (Table 4.1 calculated). The share of SGB to the total 

amount of outstanding advances of all RRBs in the state was above 10.81% at the 

end of March 2001, but the share of this bank to the total deposits of RRBs in the 

state was 15.92% at the same time. 

Table 4.8 : Growth of Total and Per Branch Outstanding Advances and the 

Year 

Mar.1994 

Mar.1995 

Mar.1996 

Mar.1997 

Mar.1998 

Mar.1999 

Mar.2000 

Mar.2001 

Trend of CD Ratio of SGB. 

.. 

The Amt. of Total 
Outstanding Advances 

4180.21 

4787.46 
(14.53) 

5540.39 
(15.75) 

5672.95 
(2.39) 

6256.84 
(1 0.30) 

6886.52 
(1 0.05) 

8021.49 
(16.48) 

9878.00 
(23.15) 

The Amt. of Per 
Branch Outstan
ding Advances 

36.35 

41.63 
(14.53) 

48.18 
(15.75) 

49.33 
(2.39) 

54.41 
(10.30) 

59.88 
(10.05) 

69.75 
(16.48) 

85.90 
(23.15) 

(Rs. in lakhs) 

C-D Ratio (%) 

41.00 

40.00 
-(2.44) 

38.00 
-(5.00) 

30.00 
-(21.05) 

25.70 
-(14.33) 

23.11 
-(1 0.08) 

21.53 
-(6.84) 

22.00 
(2.18) 

Source : Computed from data based on Annual Reports and Statistics on RRRBs (for· 
various years), NABARD. 

Note : Figures in brackets are percentages of growth over the previous year. 
'-' indicates the negative growth. 
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Table 4.8 shows that the amount of per branch outstanding advances of 

SGB increased from Rs. 36.35 lakhs· in 1994 to Rs. 85.90 lakhs in 2001, indicating a 

continuous rising trend during the period between 1994 and 2001. In every year 

during that period the per branch outstanding advances of SGB was lower than the 

average per branch outstanding advances of all RRBs in the state and its growth 

(2.36 folds) was also lower. than the state average (2.68 folds) during that period 

from 1994 to 2001 .. 

The C-D ratio of SGB (Table 4.8) which stood at 41% in 1994, moved down 

to only 22% in 2001. Excepting the year of 2001, in every year the growth of C-D 

ratio of the bank was negative during the period from 1994 to 2001. The highest 

decline over the previous year of. C-D ratio of the bank was 21.05% in 1997 and 

followed by the year 1998 (14.33%) during that period . As on 31 March 2001 the 

growth of C-D ratio over the previous year was positive at 2.18% only. During that 

period the lowest C-D ratio was recorded in 1999 as 21.53% only· and in 

comparison with all other RRBs in the state. It was the second lowest in the 

state. The C-D ratio of HGB was the lowest in the state at 20% only as on 31 March, 

2001. 

4.7.6 Bardhaman Gramin Bank (BGB) 

An analysis of the total amount and per branch amount of outstanding 

advances and the C-D ratio of BGB during the period from 1994 to 2001 is 

presented in Table ·4.9 which reveals the ·following trend: 

The amount of total outstanding advances of BGB increased from Rs. 

3445.71 lakhs in 1994 to Rs. 9021.00 lakhs in 2001, showing a continuous rising 

trend and exhibited about 2.62 folds growth during the period from 1994 to 2001. 

The growth of outstanding advances over the previous year of the bank was the 

highest in 2001 (23.85%), followed by the year of 1996 (19.7%) and it was the 

lowest in 1995 (5.67%). At the end of 31 March 2001 the growth of outstanding 

advances over the previous year of the bank (23.85%) was greater than the average 

·figure at the state level (20.46%) at the same time. The share of 8GB to the total 

amount of outstanding advances of all RRBs in the state was 9.87% as on 31 

March 2001 as against 9.60% in the previous year. 
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Table 4.9 : Growth of Total and Per Branch Outstanding Advances and the 

Trend of CD Ratio of BGB. 

(Rs. in lakhs} 
Year Total Amt. of Amt. of Per C-D Ratio (%) 

Outstanding Adv. Branch Out-
standing Branch 

Mar.1994 3445.71 38.2'9 51.00 

Mar.1995 3641.76 40.46 44:00 
(5.67) (5.67) -(13.73) 

Mar. 1996 4358.39 48.43 40.00 
(19.70) (19.70) -(9.09) 

Mar.1997 4821.45 53.57 33.00 
(10.61) (1 0.61) -(17.50) 

Mar. 1998 5422.38 60.25 31.57 
(12.47) (12.47) -(4.33) 

Mar. 1999 6205.56 68.95 27.85 
(14.44) (14.44) -(11.78) 

Mar. 2000 7283.77 80.93 28.78 
(17.37) (17.37) (3.34) 

Mar.2001 9021.00 100.23 31.00 
(23.85) (23:85) (7.71) 

Source : Computed from data based on Annual Reports and Statistics on RRRBs (for 
various years), NABARD. 

Note: Figures in brackets are percentages of growth over the previous year. 
indicates· the negative growth. 

Table 4.9 shows that the amount of per branch outstanding advances of BGB 

rose from Rs. 38.29 
1
1akhs in 1994 to Rs.1 00.23 lakhs in 2001, exhibiting a 

continuous increasing trend during the period between 1994 and 2001. In every year 

during that period the per branch outstanding advances of the bank was lower than 

the average per branch outstanding advances of all RRBs i~ the state and also the 

growth of this during that period of the bank (2.62 folds) was lower than the average 

.figure of the state (2.68 folds). The growth of total amount and per branch amount of 

outstanding advance over the previous year of 8GB in every year during that period 

was same because the total number of branches of this bank remained the_same. 
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In every year during the period from 1994 to 2001 (Table 4.9), excepting 

last two years, (i.e., 2000 and 2001) the C-D ratio of BGB declined over the 

previous year. The C-D ratio of the bank decreased from 51% in 1994 to 27.85% in 

1999 and then it increased to 28.78% in 2000 and 31.00% in 2001. In last two 

years during that period the increasing trend of C-D ratio implied that the growth of 

· outstanding advances of the bank was greater than the growth of its deposits. 

4.7.7 Howrah Gramin Bank (HGB) 

A study of total and per branch amount of outstanding advances and C-D 

ratio of HGB over a period of eight years from 1994 to 2001 is given in Table 4.10 

which reveals the following facts : 

Table 4.10 : Growth of Total and Per Branch Outstanding Advances and the 
Trend of C-D Ratio of HGB. 

(Rs. in lakhs) 

Year The Total Amt. of The Amt. of Per Branch C-D Ratio(%) 
Outstanding Advances Branch Outstanding Adv. 

Mar.1994 1668.78 28.28 36.00 

· Mar.1995 2142.00 36.31 38.00 
(28.39) (28.39) -(5.56) 

Mar.1996 26e.5.o2 45.51 38.00 
(25.34} (25.34) -(0.00) 

Mar.1997 3144.25 53.29 . 32.00 
(17.10). (17.10) -(19.79) 

Mar.1998 3487.66 59.11 27.51 
(1 0.92) (10.92) -(14.03) 

Mar.1999 4237.54 71.82 26.46 
_(21.50) (21 ,50) -(3.82) 

Mar.2000 5016.05 85.02 25.52 
(18.40) (18.40) -(3.55) 

Mar.2001 46.18.00 78.27 20.00 
-(7.94) -(7.94) -(21.63) 

Source : Computed -from data based on Annual Reports and Statistics on RRBs (for 
various years), NABARD. 

Note : Figures in brackets are percentages . of growth ove·r the previous year. · 

'-' indicates the negative growth 
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The amount of total outstanding advances of HGB which stood at Rs. 

1668.78 lakhs in 1994, rose to Rs. 4618.00 lakhs in 2001, showing continuous rising 

trend excepting the year 2001 and had exhibited about 2.77 folds growth during 

the period from 1994 to 2001. The growth of this over the previous year of the bank 

was the highest in 1995 (28.39%) but the total amount was the highest in 2000 (Rs. 

5016.05 lakhs), and in 2001 growth was negative at 7.94% during that period. The 

share of HGB to the total amount of all RRBs in the state was 5.05% at the end of 

March 2001 as against 6.61% in the previous year. 

The amount of the per branch outsanding advances of HGB (Table 4.1 0) 

increased from Rs. 28.28 lakhs in 1994 to Rs. 85.02 lakhs in 2000, exhibiting 

continuous rising trend from 1994 to 2000, but it decreased to Rs. 78.27 lakhs in the 

year 2001. It was lower than the average per branch outstanding advances of RRBs 

at the state level in every year during that period. But growth of it during that period 

of the bank (2.77. folds) was little more than the state level (2.68 folds). 

Table 4.10 shows that the C-D ratio of HGB which stood at 36% in 1994 and 

moved down .to 20%> only, showing that excepting the year 1996, a continuous 

decreasing trend during the period between 1994 and 2001. The highest fall of C-D 

rati_o of HGB was in 2001 (21.63%) over the previous year. In comparison with the 

all other RRBs in the state the C-D ratio of the HGB (20%) was the lowest as on 31 

·March 2001 and it was lower in every year during that period than the state level as 

well as all other RRBs in the state. This means that the growth of outstanding 

advances of the bank was always lower than the growth of deposits over the 

·previous year. 

4.7.8 Nadia Gramin Bank (NGB) 

Table 4.11 shows the information regarding the total amount and per branch 

amount of outstanding advances and C-D ratio of NGB during the period of eight 

years from 1994 to 2001 which depicts the following trend : 

The aggregate amount of outstanding advances of NGB increased from Rs. 1919.57 

lakhs in 1994 to Rs. 49A4.00 lakhs in 2001, showing a continuous rising trend during 

the period from 1994 to 2001 and exhibited 2.58% folds growth over that period. 

· The growth of outstanding advances over the previous year of NGB wasthe highest 

in 1996 (23.10%), followecl by the year of 1998 (20.41%) and it was the lowest in 

2000 (0.17% only). As on 31 March 2001, the share of NGB to the total amount of 
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outstanding advances of all RRBs in the state was 5.41% as ·against 5.65% in the 

previous year. . 

As may be seen from Table 4.11 the amount of per branch outstanding 

advances of NGB was 29.53 lakhs in 1994, rose to Rs. 76.06 lakhs in 2001, showing 

a continuous rising trend during the period from .1994 to 2001. But, it was lower in 

every year during that period than the average per branch outstanding advances of 

RRBs in the state. During that period the growth of outstanding advances of_ the 

bank (2.58 folds) was also lower than the average figure at the state ·level (2.68 

folds): At the end of March ·2001, the growth of per branch outstanding advances 

over the previous year of NGB was 15.13% as against 0.17% in the previous year. 

Table 4.11 : Growth of Total and Per Branch Outstanding Advances and the 

Trend of C-D Ratio of NGB. (Amt. in Rs. lakhs) 

Year The Total Amt. of The Amt. of Per C-D Ratio (%) 
Outstanding Adv. Branch Outstanding 

Ad~an~es. 
Mar. 1994 19198.57 29.53 50.00 

Mar.1995 · 2304.36 35.45 51.00 
(20.05) (20.05) (20.00) 

Mar.1996 2836.83 43.64 46.00 
(23.1 0) (23.10) -(9.80} 

Mar.1997 3013.72 46.36 40.00 
(6.23) (6.23) -(13.04) 

Mar.1998 3628.61 55.82 38.23 
(20.41) (20.41) -(4.43) 

Mar.1999 4280.00 65.85 35.67 
(17 :97) (17.97) -(6.70) 

Mar.2000 4287.60 65.96 30.73 
(0.17) (0.17) -(13.85) 

Mar.2001 4977.00 76.06 28.00 
(15.13) (15.13) -(8.88) 

Source : Computed from data based on Annual Reports and Statistics on RRBs (for 
· various years), NABARD. 

Note.: Figures in brackets are percentages of growth over the previous year. 

'-' indicates the negative growth. 
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Table 4.11 shows that the C-D ratio of NGB was 50% in 1994, reduced to 

28% in 2001 , showing a decreasing trend during the period between 1994 and 2001 

excepting the year 1995. From 1996 to 2001 the growth of C-D ratio over the pre

vious year was negative and it (negative growth of C-D ratio) was the highest in 

2000 at 13.85%. The C-D ratios of the bank in last two years (i.e. ,30.73% and 

28.00%) during that period was lower than that at the state level (i.e ., 32% and 32%). 

The average C-D ratios of RRBs at the state level in 2000 and 2001 were same at 

32%. This means that the growth of outstanding advances of the bank was more 

lower than its growth of deposits of those tw~ years in comparison with the state level 

as well as national level. 

4.7.9 Murshidabad Gramin Bank (MGB) 

The figures for outstanding advances as total amount and per branch 

amount and Credit-Deposit ratio of MGB during the period from 1994 to 2001 is 

presented in Table 4.12 which discloses the following trends: 

The amount of total outstanding advances of MGB which stood at Rs. 

1354.41 lakhs in 1994, increased to Rs.3721.00 lakhs in 2001 exhibiting a conti

nuous rising trend excepting 1997 and 1998 and had shown about 2. 75 times 

growth during the period from 1994 to 2001 . 

The growth of outstanding advances of MGB over the previous year was 

the highest in 1996 (53.06%), followed by the year 2000 (35 .05%) and it was 

negative in 1997 (14.47%) and 1998 (5.61%) during the period from 1994 to 2001 . 

At the end of March 2001 , the share of MGB to the total amount of outstanding 

advances of all RRBs in the state was 4.07% only as against 4.30% in the previous 

year which indicated the decreasing trend over the year. In every year during that 

period , it was the lowest in comparison with the other RRBs in the state. 

The amount of per branch outstanding advances of MGB (Table 4.12) 

increased from Rs . 33.86 lakhs in 1994 to Rs. 93.03 lakhs in 2001 . In 1997 and 

1998 the growth of outstanding advances of the bank were negative within the period 

from 1994 to 2001 . Excepting 1996, in every year during that period, per branch 

outstanding advances of the bank was lower than the average figure at the state 

level (Table 4.2) . But, the growth of outstanding advances of MGB (2 .75 times) 

during that period was greater than the average growth at the state level (2.68 times) . 
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Table 4.12 : Growth of Total and Per Branch Outstanding Advances and the 
Trend of C-D Ratio of MGB. (Rs. In lakhs) 

Year The Total Amt. of The Amt. of Per C-D Ratio(%) 
Outstanding Adv. Branch Outstanding 
Ad~ances Ad~ances 

Mar.1994 1354.41 33.86 70.00 
(14.10) (14.10) -(9.09) 

Mar.1995 1622.40 40.56 q6.00 
(19.79) (19. 79) -(5.71) 

Mar.1996 2483.00 62.08 .76.00 
(53.06) (53.06) (15.15) 

Mar.1997 2124.00 53.10 50.00 
-(14.47) -(14.47) -(34.21) 

Mar.1998 2004.75 50.12 35.27 
-(5.61) -(5.61) -(29.46) 

Mar. 1999 2413.91 60.35 32.43 
(20.41) (20.41) -(8.05) 

Mar.2000 3259.99 81.50 33.95 
(35.05) (35.05) (4.69) 

Mar.2001 3721.00 93.03 32.00 
(14.15) (14.15) -(5.74) 

Source : Computed from data based on Annual Reports and Statistics on RRBs (for 
various years), NABARD. 

Note : Figures in brackets are percentages of growth over the previous year. 

'-' indicates the negative growth. 

Table 4.12 shows that the C-D ratio of MGB was 70% in 1994, decreased to 

32% in 2001 and it was the highest in 1996 (76%) and the lowest in 2001 (32%) 

during the period from 1994 to 2001, showing variation of C-D ratio during that 

period. As on 31 March 2001, the growth of C-D ratio over the previous year was 

negative (5.94%) as against the positive growth (4.69%) in the previous year. The 

highest decline in the growth of outstanding advances had been seen in 1997 

(34.12%), followed by the year 1998 (29A6%) during that period. Excepting 1999 

and 2001, in every year during that period the C-D ratio of MGB was greater than 

the average· C-D ratio of all RRBs in the state. As on 31 March 2001, the C-D ratio of 

MGB was same to the average C-D ratio at the state level at 32%. 
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4.8 Comparative Assessment of Total and Per Branch Outstanding Advances 

and Credit-Deposit Ratios of RRBs in West Bengal. 

The growth of outstanding advances which contribute to the alleviation of 

scarcity of rural credit is a good indicator for assessing the performance of RRBs. 

And the credit-deposit ratio , is an another indicator to measure the efficiency of RRBs 

as it reflects the intensity of utilization of funds. 

Information regarding the total and per branch outstanding advances and 

credit-deposit ratio of two years , 1994 and 2001 of all RRBs in West Bengal as well 

as the state level figures is shown in Table 4.13 which reveals the different growth 

levels of RRBs. 

Table 4.13 : Comparative Assessment of Growth of Total and per Branch 

Outstanding Advances a11d C-D Ratios of RRBs in West Bengal 

(Rs.in akhs) 

Year Marc h 1994 March 2001 

Name of The amt. of The amt. of C-D ratio The amt. The amt. of C-D ratio % in-
RRBs total out per Branch (percent) of total per Branch (percent) crease 

standing outstanding outstan- outstanding of o.s. 
Advances Advances ding Adv. Advances Adv s. 

1994-01 
GGB 6652.00 46.52 72.00 16514.00 

111 .58 39.00 148.26 (19.71) (18.08) 
Mai.GB 7937 .04 

45.10 52 .00 
20219.00 

114.88 33.00 154.74 (23.51) (22 .13) 
Mayu.GB " 2264.94 

34.85 45.00 
8736.00 

134.40 38 .00 285.71 (6. 71) (9 .56) 
UBKGB 4335.61 

3906 58 .00 
13712.00 

121.35 41 .00 216.26 (1 2.84) (15.01 ) 
SGB 4180.21 ' 9878.00 

(12.38) 36.35 41 .00 
(10.81) 

85.90 . 22.00 ' 136.30 

BGB 3445.71 
38.29 51 .00 

9021 .00 
100.23 31.00 161.80 (10.21) (9.87) 

HGB 1668.78 
28.28 36.00 

4618 .00 
78 .27 20 .00 176.73 (4.94) (5.06) 

NGB 1919.57 
29 .53 50.00 

4944.00 
7606 28 .00 157.56 (5.69) (5.41} 

MGB 1354.41 
33.86 70.00 

3721 .00 
93.03 32.00 174.73 (4.01) (4.07) 

W.Bengal 33758.27 
39.10 52.00 

913.64.00 
104.90 32 .00 170.64 (1 00.00) (100.00) 

Source : Computed and complied from data based on Annual Reports of RRBs and Stat1st1cs 
on RRBs (various issues). NABARD. 

Note : Figures in brackets are shares of RRBs to the total amount of all RRBs in West 
Bengal. 

Table 4.13 shows that the amount of total outstanding advances of Mai.GB 

was the highest in the state at Rs. 7937.041akhs in 1994 and Rs. 20219.00 lakhs in 
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2001 , exhibiting 2.55 times (154.74%) growth, followed GGB at Rs. 6652.00 lakhs 

and Rs. 16514.00 lakhs in the corresponding year and showing 2.48 times 

(148.26%) growth during the period from 1994 to 2001 . It was the lowest in MGB at 

Rs. 1354.41 lakhs in 1994 and Rs. 3721.00 in 2001 , exhibiting 2.75 folds (174.73%) 

growth during that period which was more than the average growth (2.71 folds , 

170.67%) at the state level. On the other hand, the growth of outstanding advances 

was the hightest in Mayu.GB at 285.71%, followed by UBKGB at 216.26% and it was 

the lowest GGB at 148.26% only during that period of 1994 to 2001. 
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Flg.4.2: Growth of Outstanding Advances of 
RRBs In West Bengal (1994) 

Fig.4.3: Growth of Outstanding Advances of 
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Fig. 4.4 : Bank-wise Proportion of Outstanding 
Advances of RRBs in West Bengal (1994) 
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Fig. 4.5 : Bank-wise Proportion of Outstanding 
Advances of RRBs in West Bengal (2001) 
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The shares of Mai.GB and GGB to the total amount of all RRBs in the state 

decreased from 23.51% and 19.71% in 1994 to 22.13% and 18.08% in 2001 . The 

corresponding figures of SGB, BGB and NGB also declined from 12.38%, 10.21% 

and 5.69% to 10.81%, 9.87% and 5.41% during that period, whereas the shares of 

Mayu.GB, UBKGB, HGB and MGB to the outstanding advances of all RRBs in 

state rose from 6.71%, 12.84%, 4.94% and 4.01% in 1994 to 9.56%, 15.01%, 

5.06% and 4.07% in 2001 , i.e., increased by 2.85%, 2.17%, 0.12% and 0.06% 

respectively. It implies that the growth of outstanding advances of the earlier group of 

RRBs was lower than the latter group of RRBs. This growth was the highest in 

Mayu.GB having 3.86 folds, followed by UBKGB having 3.16 folds during the 

period between 1994 to 2001 , whereas the average growth of outstanding advances 

at the state level was 2.71 folds during that period. 



97 

The Table 4.13 also shows that the amount of per branch outstanding 

advances was the maximum in GGB in 1994 at Rs. 46.52 lakhs, followed by Mal. 

GB at Rs. 45.00 lakhs at the same time, But it was the maximum in Mayu.GB in 

2001 at Rs.134.40 lakhs, followed by UBKGB atHs. 121.351akhs during that period. 

On the other hand, the amount of per branch outstanding advances of HGB was the 

minimum in 1994 at Rs. 28.28 lakhs only and in 2001 it was the minimum in NGB at 

Rs. 76.06 lakhs. This was because HGB and NGB gave more emphasis to increase 

investment than other RRBs in the state. The average per branch . outstanding 

advances at the state level increased from Rs. 39.10 lakhs in 1994 to Rs. 104.90 

lakhs in 2001. 

It could also be seen from the Table 4.13 that the C-D ratio of GGB was the 

highest in 1994 at 72%, followed by MGB at 70%, whereas it was the lowest in HGB 

at 36% during the same year, followed by SGB at 42%. But the corresponding 

figure was the highest in UBKGB in 2001 at 41% followed by GGB at 39%. On the 

other hand, in 2001 the position of HGB and SGB remained the same at 20% and 

22% respectively during that time. 

However, C-D ratios of all RRBs in the state declined from the year 1994-

2001. Consequently, the average figure at th~ state level declined from 52% in 1994 

to 32% in 2001. This was because for all RRBs the rate of growth of deposit was 

higher than the rate of growth of outstanding advances during the period from 1994 

to 2001. The enormous increase in deposits of the RRBs may be largely due to the 

expansion of branch development plans at the state and district levels, growth of 

banking habits and the general rising trend in. the income of the rural people in recent 

years. Whereas the rate of growth of advances was lower because the recovery rate 

was not satisfactory and to earn profit RRBs increased their in\/estment instead of 

advances. 

4.9 Relationship between Growth of Credit (Outstanding Advances) and 

Deposits : (A Mathematical Treatment) 

To solve the problem of predicting the value of deposits (Y) from the given 

value of Credit (X) it would be necessary to express the relationship between them 

in a mathematical forrri. Suppose in a particular cas·e the approximate relation may 

be represented by linear regression equation : Y = a + bx ; 



Where, 
Cov (X, Y) 

b=> byx = 

cry 
=> byx = r.

crx 
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, is called the regression co-efficient of Y on X. 

r is the Corelation Coefficient between the variables X and Y 

Cov (X,Y) 
r= 

where, Cov(X, Y) => covariance of X and Y 
• crx => Standard deviation of X 
cry=> Standard deviation of Y ]4 

The original form of regression equation of Y on X is 

Y-Y=byx(X- X); 

where, Y and X are mean of deposit and credit respectively and the regression 

coerficient (byx) is the slope of the line of regression of Y on X. 

Linear regression equation, the relationship between the growth of deposit 

and credit in amount of all RRBs as well as state level based on the data from 

March 1994 to March 2001 were accomplished and the values Correlation Coefficient 

(r) and Squared Multiple Correlation Coefficient or Coefficient of Determination (R2
) 

of respective RRBs are presented as below : 

(1) For GGB the regression equation of Y on X is 

Y =- 148.786 + 3.5195 X 
S. E. (23.157) (0.20726) 

r = 0.9898 

R2 = 0.9796 

(2) For Mai.GB the regression equation of Y on X is 

Y = -129.932 + 3.6898X 
S.E. (28.818) (0.21622) 

r= 0.9899 

R2 = 0.9798 



(3) For Mayu.GB the regression equation of Y on X is 

Y = -17.8509 + 2.9739X 
S.E. (1 0.083) (0.19185) 

r = 0.9877 

R2 = 0.9756 

(4) For UBKGB the regression equation of Y on X is 

Y = -69.9701 + 3.1481X 
S.E. (13.543) (0.16074) 

r = 0.9923 

R2 = 0.9846 

(5) For SGB the regression equation of Yon X is 

Y = -194.9506 + 6.7829X 
S.E. (31.673) (0.477) 

r = 0.9855 

R2 = 0.9712 

(6) For 8GB the regression equation of Y on X is 

Y = -61.3624 + 4.1517X 
S.E. (20.814) (0.35907) 

r = 0.9783 

R2 = 0.9571 

(7) For NGB the regression equation of Y on X is 

Y = -54.3681 + 4.4057X 
S.E. (14.737) (0.41744) 

r = 0.9755 

R2 = 0.9516 
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(8) For HGB the regression equation of Y on X is 

Y = -62.5077 + 5.5318X 
S.E. (23.850) (0.67374) 

r = 0.9583 

R2 = 0.9183 

(9) For MGB the regression equation of Y on X is 

Y = -37.6587 + 4.0119 X 
S.E. (17.905) (0.71968) 

r= 0.9155 

R2 = 0.8381 
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For total figure of all RRBs of the State of West Bengal the regression eqution 

ofY on X is 

Y = -667.6859 + 3.9227X 
S.E. (116.48) (0.19512) 

r = 0.9927 

R2 = 0.9854 

The above results show that the regression coefficients (byx) were found to be 

positive and significant in equations of all RRBs as well as the state level implying 

thereby that th~ growth of deposits (Y, dependent variable) of the banks have a direct 

and positive bearing on the growth of credit (X, independent variable). However, the 

magnitude of relationship varied among the RRBs. 

For SGB the magnitude of regression coefficient (byx) was the highest in 

comparison to the other RRBs in West Bengal during the period 1993-94 to 2000-01 . 

It was 6.7829, i.e., for one unit change of credit, the amount of deposits was 

changed by 6.7829 units. The corresponding figure for HGB was 5.5318 during that 

period. On the other hand, for Mayu.GB the magnitude of regression coefficient was 

the lowest at 2.9739, followed by UBKGB, GGB and Mai.GB at 3.1481, 3.5195 and 

3.6898 respectively. Whereas, the corresponding figure at the state level was 

309227 during the same time. This indicates that the growth of deposits of the RRBs 
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affected adversely the growth of credit. Thus, the RRBs might have to take 

necessary steps for maintaining a steady growth of credit. 

The Correlation Coefficient (r) as well as the Squared Multiple Correlation 

Coefficient or Coefficient of Determination (R2
) between X and .Y for all RRBs were 

quite high. Consequently, the corresponding figure was also high at the state level 

which indicates the significant relation between credit and deposit. 

4.10 Summary 

In the state of West Bengal RRBs play a marked role in making advances. It 

is one of the most important objectives of RRBs to provide loans and advances to 

rural poor, which RRBs in West Bengal have more or less fulfilled. The above 

analysis has brought forth the following assertions : 

(i) Except 1991, there was an increasing trend in wowth of outstanding 

· advances of RRBs in the state during the period from 1985 to 2001. 

It increased from Rs. 7696 lakhs in 1985 to the Rs. 38820 lakhs in 

1995 and Rs. 91364 lakhs in 2001. The growth rate of outstanding 

advances of RRBs at the state level was 20.5% as on 31' March 2001 

over the previous year. 

(ii) But the. rate of growth over the previous year of outstanding advances 

of RRBs during the last nine year period (1993-2001) was not 

satisfactory in comparison with the rate of growth of deposits during 

the same period. 

(iii) At the end of March, 2001 the amount of per RRB outstanding 

a.dvan:c,es of RRBs in. VVest- Sehgal was higher than that at the 
. ' . . '' . . 

national l~vel, but the amount of per branch outstandi.rig advances 

was lower than that at the national level. 

(iv) The C-:0 ratio of all RRBs in the state declined for the last seven 

years. (1994-2001) due to increasing rate of outstanding advances 

than. that of deposits. Consequently, the average c.:o ·ratio at the 

. state level decreased from 52% in 1994 to 32% in 2001. It is also to· 
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be noted that the C-D ratio at the state level was always lower than 

the C-D ratio at the national level. 

(v) In every year during the last eight-year period (1994-2001) the 

highest amount of the total outstanding advances was occupied by 

Mai.GB among the all RRBs in the state. It was Rs. 7937.04 lakhs in 

1994 and Rs. 20219.00 lakhs in 2001. Whereas, the corresponding 

figure was the lowest iri MGB at Rs. 1354.41 lakhs in 1994 and Rs. 

3721 lakhs in 2001. 

(vi) As on 31 March, 2001 the amount of per branch outstanding 

advances of Mayu.GB was the highest in comparison with the other 

RRBs in the state at Rs. 134.40 lakhs. But at the end of March 

1994, the figure was the highest in GGB at Rs. 46.52 lakhs, followed 

by Mai.GB at Rs. 45.10 lakhs. For UBKGB the amount of per 

branch outstanding advances increased from Rs. 39.06 lakhs in 

1994 toRs. 121.351akhs in 2001 which was second largest amount 

in the state. 

(vii) On the contrary, the amount of per branch outstanding· advances 

was the lowest in NGB as on 31 March 2001 at Rs. 76.06 lakhs 

only. The corresponding figure of HGB was also lower· at Rs. 78.27 

lakhs only. 

(viii) The C-D ratio of GGB was the highest in 1994 at 72%, followed by 

MGB at 70% . On the other hand, it was the lowest in HGB at 36% 

during the same year, followed bySGB at 41%. But at the end of 

March, 2001 the corresponding figure was the highest In UBKGB at 

41%. But, at the same time period the corresponding figure was 

the highest in UBKGB at 41%, followed by GGB at 39% and the 

position of HGB and SGB remained same at 20% and 22% 

respectively. 

(ix) The shares of Mai.GB, GGB, SGB, BGB and NGB to the total 

amount of outstanding advances at the state level decreased from 

2351%;, .1971%, 12.84%, 10:21% and 5.69% in 1994to 22.13%, 

18.08%, 10.81%, 9.87% and 5.41/5 in 2001 respectively. On the 

other hand, the shares of MGB, HGB, Mayu.GB and UBKGB rose 
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from 4.01 %, 4.94%, 6.71% and 12.84% to 4.07%, 5.06%, 9.56% 

and 15~01% respectively during the same period. 

(x) The rate of growth of outstanding advances during the seven-year 

period from 1994 to 2001 was the highest in Mayu.GB at 285.71%, 

followed by UBKGB at 216.26%. On the contrary, it was the lowest 

in BGB at" 136.30% , followed by GGB and Mai.GB at 148.26% 

and 154.7 4% respectively and the corresponding figure at state 

level was 170.64% during that period. 

(xi) The magnitude of regression coefficient between deposit (Y) and 

credit (X) at the state was 3.9227, i.e., for one unit change of credit, 

growth of depoisit will change by 3.9227 units of deposits amount in 

future. For all RRBs in the state the corresponding figure was not 

satisfactory. It was the highest in SGB at 6.7829 and the lowest in 

Mayu.GB at 2.9739. The RRBs, therefore, in the state might have to 

take necessary steps for maintaining a steady growth of credit to 

uplift the socio-economic condition of the rural people. 
' 

1 The 20-Point Economic Programme of the late Prime Minister , Mrs. Indira 

Gandhi, laid great emphasis on providing the benefit of economic development to 

the weaker sections of people, viz., small and marginal farmers, agricultural 

labourers, small traders and rural artisans (Sonara, 1998). 

2 The coverage of Regional Rural Banks was uneven and the bulk of assistance 

both direct and indirect has gone to small and marginal farmers and agricualtural 

labourers in conformity with the objective of RRBs (Srivastava and Subramanian, 

1982). 

3 The sharp fall in the growth of credit of RRBs was mainly due to poor recovery and 

resultant decrease of refinance facilities from NABARD, preference of the bank for 

earning interest income at a higher rate on deposits from sponsor bank without any 

risk, poor credit management and lack of professional skill in lending to non-target 

and non-priority sector also affected the growth of credit (Das, 1998). 
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4 To solve the problem of predficting the value of one variable (say y) from the 

given value of another variable (say x) it would be necessary to express the 

relationship between y and x in a mathematical form. Suppose in a particular case 

the approximate relation may be represented by a line : 

Y =a+ bx 

Where, Y denotes the predicted value of y. To get an appropriate line, it is necessary 

to determine 'a' and 'b' from the observed value (Goon, Gupta, Dasgupta, 1993). 



CHAPTER V 

RECOVERY PERFORMANCE AND THE PROBLEMS 

OF LOAN REPAYMENT 

5.1 Introduction 

Good recovery performance makes any financial institution more viable and 

self-sustainable . Speedy recovery of loans in Regional Rural Banks accelerates the 

pace and progress of rural development since credit is a dynamic input. It plays a 

pivotal role in the upliftment of the weakest of the weak (Sankariah and Reddy,_ 

1998). Without a sustainable recovery process the RRBs with their limited funds can -

not expand their lending operations. Thus, the timely recovery of loans is a 

prerequisite for continuous operation and very existence of such RRBs. On the other 

hand, growing overdues reveal that the RRBs have not maintained any balance 

between recovery and disbursement of loans. If overdues increase out of proportion, 

the loanable funds at the disposal of the RRBs would dry up and seriously affect its 

lending function. 

The loan repayment is dependent on proper utilisation of loans, selection of 

suitable scheme, supply of quality assets under different govt. sponsored schemes, 

availability of infrastructural and marketing facilities, generation of sufficient income, 

the willingness to repay, continuous supervision and follow-up visit, interest and 

initiative of the bank staff and other govt. agencies and above all the recovery 

management of the bank concerned (Das, 1998). So, it is observed that number of 

factors have contributed to mounting overdues and poor recovery of loans. All these 

factors have brought misery rather than solution. The poor recovery of loans has 

made the recycling of limited funds of the bank almost impossible and consequently, 

the profitability of the bank has been eroded. 

Recovery of advances is a matter of great concern for the health of any 

financial institution and the RRBs are no exception. Poor recovery rate has always 

been a major reason for the weak position of the RRBs. Agriculture and Rural Debt 

Relief Scheme (ARDRS) announced by the Government of India in 1990, 

notwithstanding its good intentions vitiated the recovery climate(Das, 1·998). Other 

populist announcements such as interest waiver scheme etc. by several State 

Governments have also resulted in ·expectations of similar concessions by the 
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borrowers. This has caused seriol!s setback to the banks' recovery efforts and the 

overdues went on mounting. NBARD's repeated emphasis on recovery ethics 

coupled with the banks' own efforts in educating the borrowers for timely repayment 

of loans have started yielding positive results (Review of Working of RRBs, 

NABARD, 1998). 

With this end in view, this chapter gives attention to some major aspects, 

such as recovery performance, NPA level, causes of poor recovery, recovery to 

credit disbursement ratio, purpose wise recovery position, relationship between 

loan amount and overdues etc. 

5.2 Methodology 

Our study on the recovery performance and the problems of loan repayment 

is based on secondary and primary data . For collecting primary data a schedule was 

specially designed for beneficiacies (Appendix II). We selected 240 beneficiaries/ 

borrowers at random from 12 villages of 6 branches' operational area in the district 

of Murshidabad under Murshidabad Gramin Bank to study the problems of recovery. 

The borrowers/beneficiaries were selected at random out of the lists of the borrowers 

provided by the Gram Pan·chayat office of the respective area as well as by the 

respective branch. 

The secondary data have been collected from the annual reports of the 

banks and it has been supplemented by various publications and reports published 

by either the RBI, or the NABARD or the Government ·of India and other financial 

institutions specially prepared in relation to the working of RRBs. 

For this purpose, we have interviewed some bank personnels, which includes 

Chairmen, General Managers, Senior Managers and Officers of different sections of 

the head office and some branch managers. 

5.3 Recovery Performance and NPA-Ievel of RRBs 

5.3.1 Recovery Performances of RRBs in West Bengal and in India 

At the national level the percentage of recovery to demand which stood at 

40.90% at the end of June 1992, increased to 69.0% as on 30 June 2000. But at 

the state level the percentage of recovery -to demand stood at 28.20% only as on 30 

June 1992 rose to 47% as on 30 June 2000 (Taqle 5.-1). During the period from 
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1992 to 2000, excepting 1993 in every year the average percentage of recovery of 

RRBs in West Bengal as well as in India increased as against the previous year. 

Table 5.1 : Recovery Performance and Overdues Position of RRBs in West 

Bengal and India (1999-2000) 

Year % of Recovery* to Demand % of Overdues** to Demand 

West Bengal India _ West Bengal India 

June 1992 28.20 40.90 71.80 59.10 

June 1993 27.3(;) 41.20 72.70 58.80 

June 1994 30.30 46.20. 69.70 53.80 

June 1995 33.50 . 51.00 66.50 49.00 

June 1996 33.90 55.20 66.10 44.80 

June 1997 34:10 56.62 63.90 43.38 

June 1998 37.99 60.56 62.11 39.44 

June 1999 43.98 63.97 56.02 36.03 

June 2000 47.00 69.00 53.00 31.00 

Source : Compiled and computed from statistics on RRBs and Annual Reports of RRBs 

(various issues) 

Notes: 

Total Amt. of Recovery 
* Percemtage of Recovery = ______ _ X 100 

Total Demand 

Total Amt. of Overdues 
** Percentage of Overdues = X 100 

Total Demand 
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Table 5.1 shows increasing trend of recovery percentage at the both levels • 

but in every year it was lower at the state level than the national level. As on 30 

June 2000 only 9 states recorded average recovery higher than the all India average. 

The highest recovery was recorded by the RRBs in Kerala (90%) followed by Punjab 

(85%) and Tamil nadu (84%) whereas in West Bengal it was only 47 percent (key 

Statistics on RRBs, 2001). 

Table 5.1 shows that the percentage of recovery to demand in India which 

remained as low as 41.20% as on 30 June 1993 has increased to 56.62% as on 30 

June 1997 and further rose to 60.56% as on 30 June 1998 and 63.97% as on 30 

June 1999 in India, but in West Bengal it was 27.30%, 34.10%,37.99% and 43.98% 

for those respective years. Thus, the comparative figures show that performance of 

West Bengal was worse compared to India as a whole. 

On the other hand, percentage of overdues to demand decreased in every 

year as against the previous year in India as well as in the state of West Bengal 

excepting the year 1993 for West Bengal, because, the relation between percentage 

of recovery and the percentage of overdues to demand is negative. But in most of the 

years the absolute amount of overdues to advances increased compared to the 

previous year. In West Bengal, amount of total overdues of all RRBs increased from 
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Rs. 5735.81 lakhs in 1990 to Rs. 1275861 lakhs in 1995 and further increased to 

Rs. 16036.881akhs in 1997 (Key Statistics on RRBs, NABARD, 1997) 

Table 5.1 shows that the percentage of overdues to demand stood at 71.80 

as on 30 June 1992 and it decreased to 53.00 as on 30 June 2000 in West Bengal. 

On the other hand, during this period, in India the percentage of overdues to 

demand declined from 59.10 to 31.00 and in every year it was lower than the state 

average. Therefore, in the case of percentage of overdues to demand also 

performance of West Bengal was unsatisfactory compared to India as a whole. 

The main factor affecting the health of RRBs is the poor recovery rate. The 

recovery performance of all RRBs is gradually increasing since 1991-92 after the 

setback caused by Agricultures and Rural Debt Relief Scheme (ARDRS) in 1990. 

The percentage of recovery to demand has increased from 40.9% by June 1992 to 

55.20% by June 1996. As on 31 March, at the all India level 11 RRBs achieved 

recovery level of more than 80%, 64 RRBs' recovery were between 60% and 80%, 

69 RRBs' recovery between· 40% and 60% and 52 RRBs still had recovery of less 

than 40% (Review of Working of RRBs, NABARD, 1997). · 

As on 30 June 1997, 14 banks had a recovery level of more than 80%, 67 

banks had a recovery level between 60% and 80%, 71 banks had between 40% 

and 60% and 44 banks had a recovery level of less than 40% (Review of Working of 

RRBs, NABARD, 1998). 

5.3.2 Asset Classification and Recovery of Non-performing Assets (NPAs 1) 

As per RBI guidelines on prudential norms; RRBs are required to classify 

their assets based on their performance and make prescribed provisions there 

against. Introduction of prudential norms brought out an awareness among the 

bankers regarding the need for ensuring quality lending. 

The asset classification and provisioning norms require RRBs to classify their 

outstanding advances into four broad groups, viz., (i) Standard asset, (ii) Sub

standard assets (iii) Doubtful assets and (v) loss assets. The gross loans outstanding 

of all RRBs in India as on 31 March 1998 of Rs. 9860.81 crore comprised of 

Standard assets of Rs. 6622.82 crore (67.2%), Sub-standard assets of Rs. 835.94 

crore (8.5%),- doubtful assets of Rs. 2015.43 crore (20.4%) and loss assets of Rs. 

386.62 crore (3.9%). Therefore, the . Gross Non-performing Assets (NPAs) 
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aggregated Rs. 3237.99 crore and formed 32.8% of the gross loans and advances 

outstanding as on 31 March 1998 (Review of Working of RRBs, NABARD, 1998). 

There was a gradual decline of all RRBs' NPAs from 43.1% as on 31 March 

1996 to 36.8% as on 31 March 1997 and further down to 32.8% as on 31 March 

1998 in India. This position clearly indicates the increasing attention paid by RRBs 

towards reduction of NPAs. The net NPAs of the RRBs worked out to 20.3% of Net 

Loans s on 31 March 1998 as against 21.3% as at the end of previous year. 

Table 5.2: NPA of RRBs in West Bengal and in India (1996-2001) 

Year 

Mar. 1996 

Mar.1997 

Mar.1998 

Mar,1999 

Mar.2000 

Mar.2001 

Average% ofNPA* to the 

Total Outstanding Advances 

West Bengal 

56.74 

49.34 

46.11 

42.76 

35.95 

28.00 

India 

43.07 

36.83 

32.08 

27.97 

22.58 

18.00 

Total amount of NPA 

West Bengal 

26179.25 

25267.43 

25746.99 

27938.61 

27266.08 

25581.92 

(Rs. in lakhs) 

India 

323241.21 

321086.88 

313055.35 

315543.55 

297738.66 

284668.02 

Source : Compiled and computed from Financial Analysis of Regional Rural Banks and 

Statistics on RRB? (various issues). 

Note : 

'Percentage of NPA = 
Quantum of NPA as at the end of the year 

X 100 
Total Outstanding Advances 

The information regarding the percentage of NPA decreased during the 

period from 1996 to 2001 of RRBs in West Bengal and in India in Table 5.2 which 

revealed the following. 

The average percentage of NPA of all RRBs in West Bengal which stood at 

56.74% as on 31 March 1996, reduced to 35.95% as on 31 March 2000 and further 

reduced to 28.00% as on 31 March 2001, indicating diminishing trend during the 
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period from 1996 to 2001. In every year during this period the percentage of NPA 

decreased as against the previous year. 

On the other hand, at the all India level the average percentage of NPA to 

the outstanding loan and advances of RRBs which stood at 43.07% as on 31 

March 1996, decreased to 22.08% as on 31 March 2000, and further decreased 

to18.00% as on 31 March 2001, indicating d~c;;reasing trend during the period from 

1996 to 2001 ahd also showing the growth of the percentage of NPA to the 

outstanding loans and advances over the previous year was negative anhat period 

(Table 5.2) and that's why the percentage reduced much. Therefore, data in Table 

5.2 discloses the fact that though there was a declining trend of average percentage 

of NPA to the total outstanding advances both in West Bengal and in India, yet at 

every year this percentage was lower for India compared to West Bengal. This 

implies that on an average; performance of India as a whole was better that of West 

Bengal a~ a whole. 

Table 5.2 shows that the absolute amount of NPA of RRBs in West Bengal 

as well as in India did not decline much, it lied between Rs. 25000 lakhs and Rs. 

28000 lakhs for RRBs in West Bengal and between Rs. 280000 lakhs and Rs. 

325000 lakhs for all RRBs in India. It can be seen that the amount of NPA of RRBs 

. in West Bengal wa!; Rs. 26179.25 lakhs at the end of March in 1996 and it declined 

to Rs. 25581.92 lakhs as on 31 March 2001 and at the national level it was Rs. 

323241.21 lakhs. and Rs. 284668.02 lakhs at the respective years. 

RRBs have · gradually improved their recovery performance and brought 

down their levels of NPAs over the last few years, although they are still high (Table 

5.3). The proportion of doubtful assets in NPA was high but growth of this over the 

year was negative. This ·proportion was also even more troublesome. Table 5.3 

shows that the percentage of standard assets to the total assets of RRBs in the 

country increased from 56% in 1995-96 to 72% in 1998-99, indicating rising trend 

during the period from 1995-96 to 1998-99. On the other hand, the substandard, 

doubtful and loss assets came down from 9%, 28% and 6% in 1995-96 to 8%, 17% 

and 3% in 1998-99 respectively and the NPA came down from 43% in 1995-96 to 

28% in 1998-99 showing a decreasing trend during the same period. At that period 

in last three years the percentage of sub-standard assets remained same at 8%. On 

the other hand, the recovery level of RRBs in the country rose frorn 56% in 1995-96 

to 64% in 1998-99 and showing an increasing trend during that period. 
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Table 5.3 :Assets Classification, NPAs and Recoveries of RRBs in India 

(Percentage) 

Asset Classification 

Standard 

Sub-standard 

Doubtful 

Loss 

NPA 

Recovery 

1995-96 

56 

9 

28 

6 

43 

56 

1996-97 1997-98 

63 67 

8 8 

24 20 

5 4 

37 33 

57 61 

Source : Report of the Expert Committee on Rural Credit, NABARD. 

Note : Figures have been rounded to the nearest integer. 

1998-99 

72 

8 

17 

3 

28 

64 

5.3.3. NPA-Position : A Comparative Estimate with Some Other States in the 
Country. 

According to the Expert Committee on Rural Credit as on 31 march 2000 a 

dozen RRBs spread over Anadhra Pradesh, Gujarat, Haryana, Karanataka and 

Kerala had excellent records on indicators such as C-D ratios, recoveries and 

NPAs (under 14%). Not surprisingly, they also earned profits ranging between Rs. 

50 lakhs and Rs. 16 crore. But RRBs in some north-eastern, eastern and central 

states had alarmingly high levels of NPAs which are given in the following Table 5.4. 

Table 5.4 : NPA Position in Select States of India 

31 March 2000 31 March 2001 

States No. of RRBs NPA(%) NPA (%) 

Tripura 1 76 64 

Manipur 1 52 46 

Nagaland 1 44 42 

Mizoram 1 45 35 

Bihar 22 40 23 

Meghalaya 1 40 45 

Assam 5 37 33 

West Bengal 9 36 28 

Uttar Pradesh 40 36 27 

Source : Report of Expert Committee on Rural Credit and Statistics on RRBs, 
NABARD. 
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As on 31 March 2000 sixteen RRBs had NPA levels of over 50% in the 

country. At that time, NPA level of the State of Tripura was 76% and followed by the 

state of Manipur by 52% and as on 31 March 2001 it decreased to 64% and 46% 

respectively. But in Kerala, Himachal Pradesh and Tamil Nadu States NPA levels 

were only 5%, 6% and 6% respectively as on 31 March 2001 (Key Statistics on 

RRBs, NABARD, 2001 ). The main obstruction to good recovery had made an 

inimical or unfriendly environment. Political leadership of the state concerned must 

bore the responsibility for rectifying that situation~ The proposed re-capitalisation 

assistance and other such support should be contingent on State Governments 

action to help improve recoveries and reduce NPAs. Their failure to help in this 

regard should be taken as their indifference to the continued existence of RRBs in 

their state and RRBs involved may be selected for winding up (Key Statistics on 

RRBs, NABARD, 2000, 2001). 

5.4 RRB-wise Recovery Position in West Bengal 

The State of West Bengal is being served by 9 RRBs with a network of 871 

branches spread over all the 18 districts of the state as on 31 March 2001. It can be 

seen from Table 5.5 that although the recovery performance of the RRBs was not 

satisfactory·, still it has ·somewhat improved in most cases. Five RRBs, viz. 
. . 

Bci'rdharrian, Howrah, Mayurakshi, Murshidabad and Uttar Banga Kshetriy~ gramin 

banks n:~c:;ord~d recovery. over . 50% at the end of · March of 2001. It· is ·not 
' <, -.. • 

coincidental that these five banks· have turned around, while some of the RRBs 

have almost doubled their recovery in a time span of four years, others are 

continuing with the marginal improvement of recovery . 

.. The information regarding the percentage of recovery during the period from 

1992to 2001 by RRBs in th.e state of West Bengal is presented in Table 5.5, which 

reveais the following : 

As on. 30 June 4000 the recovery percentages of all RRBs of the state 

increased to a significant leVel in comparison to the year of 1992 along with the 

average figure at the state level, but during the pedod from 1992 to 2000 the Table 

5.5 is showing a mixed trend for all RRBs as well as at the state level figure. The 

average percentage of recovery to the demand of RRBs of the state rose from 

28.22% as at the end of June 1992 to 47.00% as on 30 June 2000 and excepting 



Table 5.5: Recovery Perform;mces of all RRBs of West Bengal 

Year GGB Mal.GB Mayu.GB UBKGB SGB 

June 1992 25.27 33.89 26.26 18.20 . 23.26 

June 1993 27.83 29.99 25.48 23.60 31.28 

June 199~ 30.20 30.07 30.43 29.95 27.64 

June 1995 3090 32.99 40.17 30.03 27.60 

June 1996 30.10 36.00 41.82 31.74 27.68 

June 1997 32.26 38.21 40.74 49.92 35.59 

June 1998 29.80 40.05 36.97 NA 39.77 
, 

June 1~99 34.90 45.14 49.14 51.77 41.00 

June 2000 45.00 49.00 50.00 51.00 36.00 
; 

Source : Compiled from data based on Statistics on RRBs (various issues) 
Recovery 

Notes : * Percentage of Recovery = X I 00 
Demand 

NA : Not Available 
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(Percent*) 

BGB HGB NGB MGB W.B. 

21.21 42.45 32.92 30.40 28.22 

20.50 36.00 35.23 23.51 27.27 

40.02 27.11 39.32 24.90 30.26 

42.24 24.85. 40.79 34.92 32.20 . 

53.89 26.75 44.10 52.05 34.35 

50.47 40.63 40.80 36.44 38.92 

48.85 NA 41.59 58.85 37.99 

49.10 42.00 44.02 59.71 43.98 I 

55.00 55.00 47.00 61.00 47.00 



115 

1993, in every year during that period the growth of it over the previous year was 

positive. 

Fig. 5.2: Bank-wise Recovery performance of RRBs in West 
Bengal (1992) 
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Fig.5.3: Bank-wise Recovery Pertonnance of RRBs in West 
Bengal (2000) 
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The percentages of recovery of GGB, Mayu.GB and MGB increased around 

two times during the period , as on 30 June 1992 were 25.27%, 26.26% and 

30.40%, rose to 45.00%, 50.00% and 61.00% as on 30 June 2000 respectively. 

But the figure for GGB in every year during that period was lower than the state level 

and also the national level (Table 5.1). MGB recorded the highest recovery in the 
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state at 61.00% as on 30 June 2000 and this time the figure of Mayu.GB was also 

greater than the state level. 

As on 30 June 2000, the percentage of recovery to the demand of UBKGB 

and BGB increased from 1.8.20% and 21.21% as on 30 June 1992 to 51.00% and 

55.00% and respectively, had shown ~bove and almost two fold growth during the 

period from 1992 to 2000. For both the RRBs the percentages of recovery to the 

demand were greater than the state level as on 30 June 2000. 

Table 5.5 also shows that the rest four RRBs viz. Mal. GB, SGB, HGB and 

NGB increased their recovery percentages at that period also, but these were not 

satisfactory. The percentages of recovery for these banks· rose from 33.89%, 

23.26%, 42.45% and 32.92% as on 30 June 1992 to 49.00%, 36.00%, 55.00% and 

47.00% as on 30 June 2000 respectively. Out of these banks the recovery 

percentage of SGB was lower than the state level only and for NGB it was equal to 

the state level and for the rest two RRBs viz. Mai.GB and HGB were higher than the 

state level at the end of June 2000. But no RRBs in West Bengal touched the 

percentage of recovery of RRBs at the national level (i.e., 69%). This again 

discloses the fact that state performance is below that of national. 

It may be pertinent to mention here that some of the RRBs have introduced 

novel and innovative scheme~ to improve their: . .r.ecovery performance. One such 

example. is MA02 "(Many.against One)" concept introduced by Bardhaman Grmin 

Bank, which has yielded good ~esults in the recovery of NPA accounts. 

5;5 RRB .. wise NPAs in WestBengal 

Non-performing assets have been considered quite high in the case of RRBs 

in West Bengl, although there has been a significant improvement in the same in 

recent years. For the RRBs of the state NPA-positions were always higher than the 

national level during the period from 1998 to 2001 which indicate their non

satisfactory recovery position in comparison to the all India leveL 

The data on the NPAs of RRBs in West Bengal during the period from 1998 .. . 

to 2001 is presented in the Table 5.6 which revealed the following : 

The NPA-percentages to the outstanding loan and advances of all RRBs in 

West Bengal decreased during the period from 1998 to 2001. Mayu.GB had kept 
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its NPA percentage at the minimum level. For this bank the NPA percentage declined 

from 32.45% at the end of March 1998 to 15.00% as on 31 March 2001, i.e., it 

Table 5.6: RRB-wise NPAs in West Bengal (1993-2001) 
(Percent) 

NameofRRBs Mar.1998 Mar.1999 Mar.2000 Mar.2001 

GGB 48.76 52.31 45.53 30.00 

Mal.GB 41.30 39.83 32.24 26.00 

Mayu.GB 32.45 31.38 ·.:' 20.71 15.00 

UBKGB 53.96 46.98 39.00 28.00 

NGB 42.62 41.14 46.20 42.00 

SGB 53.70 54.03 44.88 35.00 

BGB 45.66 28.49 27.56 25.00 

HGB 45.13 40.06 36.38 24.00 

MGB 49.67 36:27 23.58 25.00 

WB 46.11 42.76 35.95 28.00 

Source: Compiled from data based on Statistic on RRBs (various issues), 
NABARD 

declined by 17.45% points which indicates the satisfactory performance of the bank 

regarding recovery of loans. The NPA percentage of Mayurakshi Gramin Bank 

(15.00%) vilas the lowest in the state. For the Mayu. GB and BGB this was lower than 

the state level in eve"ry year during 1998-2001. In case of 8GB it decreased from 

45.66% in 1998 to 25.00% in 2001, i.e., it declined by 20.66% which also indicates 

satisfactory perfor-mance of the bank. 

At the state level it ranged between 46.11% and 28.00% during the period 

from 1998 to 2001 which was higher than national level which ranged between 

32.08% and 18.00% during that period. (Table 5.2). For GGB and SGB it ranged 
., 

between 48.76% and 30.00% and 53.70% and 35.00% respectively during that 

period. At that period in every year NPA percentages of GGB and SGB were higher 

than the state level as well as national level. 
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At the same period the percentages of NPA of MGB, Mai.GB and HGB fell 

significantly from 49.67%, 41.30% and 45.13% to 25.00%, 26.00% and 24.00% 

respeCtively. As on 31 March 2001 the NPA percentages of these three banks were 

lower than the state level but higher than the national level. 

More or less all RRBs in the state improved their recovery and consequently 

improved the NPA level, but for NGB this was not true, because the NPA level 

decreased by 0.62% only which was minimum among state's RRBs. Table 5.6 

shows that the percentage of NPA for NGB decreased from 42.62% ·in 1998 to 

42.00% in 2001 i.e., decreased by 0.62% only which indictes the unsatisfactory 

performance of the bank. 

The NPA level in RRBs of the state has been high in past due to low 

repayment (recovery) performance. This was mainly due to poor quality of loan 

portfolio which consisted of substantial share of lending under Government 

sponsored programmes. In the year 1996-97 the bnurden of provisioning for NPA 

vilas very high and profitability took a sharp beating. Subsequently, in every year 

the need for additional provisioning for NPA was low which has contributed 

substantially in improved profitability. 

5.6 Causes of Poor Recovery of Loans 

Recovery of loans is a good indicator of the success of any lending 

institution. But in case of RRBs it presented. a gloomy picture, although the 

situation has improved recently. A frequency distribution of RRBs according to 

percentage of recovery to total demand as at the end of June 1986 had shown that 

45% of the RRBs in India had a recovery of 50% and below (Velayudham and 

Sankarnarayanan, 1990). But as on 30 June 2000 it improved to 69% at the 

national [evel and as many as 70 RRBs had recovery level above this national level. 

In Kerala, Tamil Nadu, Punjab the recovery performance in respect of RRBs was 

satisfactory, but in Nagaland, Tripura, West Bengal, Orissa and Bihar it was very 

unsatisfactory. 

To assess the magnitude of the problem in the case of Murshidabad Gramin 

Bank (MGB), we interviewed 240 beneficiaries and some bank personnels both at 

the branch and head office levels through tvito separate structured questionnaires 

designed for this purpose. The heavy incidence of overdues in the case of MGB is 
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attributable to a host of internal and external factors. We have identified, through 

over field investigation, the following internal factors contributing to low recovery 

(i) Improper identification and selection of borrowers; 

(ii) Defective loaning policies ; 

(iii) Deficiencies in the processing of loan applications ; 

(iv) Weak monitoring and supervision of bank personnels ; 

(v) Inadequate infrastructural facilities in villages ; 

(vi) Ineffective follow-up over end-use of credit; 

(vii) Conversion of short term loans into medium term loans ; 

(viii) Lack of sufficient field level staff ; 

(ix) · Apathy towards recovery ; 

(x) Misuse, abuse and diversion of credit ; 

(xi) Misconception of some of the borrowers that they are not 

going to get the finance again once the present loan is 

repaid; 

(xii) Bank-personnels' agitation for wage parity with the staff of 

commercial banks ; 

(xiii) Granting of loans without ensuring adequate supply of inputs 

and marketing arrangements ; 

(xiv) Failure to link lending with development and to ensure proper 

end-use of the loan. 

On the other hand, among the external factors contributing to low recovery 

rate were found to be as follows : 

(i) Political intervention in the 

a) Sanction of loans ; 

b) Postponement of due dates; 

c) Waiving of interest ; 

d) Imposition of moratorium 
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ii) Natural calamities, such as droughts and floods ; 

iii) Wilful defaults ; 

iv) Lack of legal and administrative support from the State 

Government in the matter of loan recovery; 

v) Frequent failure of crops, low yield and delay in the disposal of 

produce are responsible for the poor recovery of agricultural 

loans. 

vi) In the case of sericulture, diseases of silkworms arid volatile 

fluctuations in the prices of cocoons are the chief reasons for non 

repayment of advances ; 

vii) In respect of small businessmen, the main causes are insufficient 

amounts of loans ; 

viii) The rural artisans are unable to repay the loan instalments in time 

due to working capital shortage, slack season business, scarcity of 

certain inputs, insufficient knowledge of funds management , lack 

of entrepreneurship, ab~ence of proper training and economically 

unviable and technically non-feasible schemes. 

ix) Lack of feed, inadequate medical facility and diseases of birds are 

the primary causes for the poor collection in poultry loans. 

x) With regard to dairy, shortage of fodder, improper maintenance, · 

lack of cooperation of insurance agencies at the required time, 

distant location and poor condition of veterinary hospitals, etc. 

are also reported to be the factors responsible for poor recovery. 

An analysis of state~wise overdues shows that in some of the agriculturally 

·.developed states like Punjab and Haryana the size of overdues is considerably 

smaller than in other states. Similarly, in the states where the loans were made for 

investment purposes like irrigation, tube wells, purchase of tractors and agricultural 

implements show better recovery. Generally, recovery was poor in respect of loans 

sanctioned under IRDP and other poverty alleviation programmes (Velayudham and 

Sankarnarayanan, 1990). 

Recovery of the loans advanced to the needy has a direct bearing . on the 

economic survival, efficiency and prosperity of the bank. The rising proportion of 
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overdues has serious implications. The inadequacy or non-repayment of loans or 

burden of overdues inhibits the ability of the RRBs to recycle the funds which in turn 

necessitates increasing dependence of these banks qn external sources particularly 

refinancing institutions. Non-payment of bank-dues by a section of the borrowers 

would only mean_denying the benefit to other borrowers. Poor performance in matter 

of recovery also cripples the capacity of the RRBs to draw refinance from apex 

institutions ·because banks' eligibility criteria are linked with their recovery 

performances. Every RRB, therefore, has to be very careful while sanctioning credit 
\ . 

and take every precaution to ensure timely recovery of advances. 

5. 7 Recovery Percentage and Its Relationship with Land Holding, Level of 

Income, Family Size, Sex, Age, Caste and Educational Status of the 

Borrowers 

Recovery percentage depends on different types of factors. Out of these 

some major factors are land holding, level of income, family size, sex, caste and 

educational ptatus. To study the importance of these factors at the micro level, we 

surveyed 240 beneficiaries of 12 villages belonging to the 6 selected branches of 

. Murshidabad Gramin Bank (MGB). Regarding recovery percentage, among the 6 

selected branches,. two branches were grouped under the 'good' category, two 

branches under the 'satisfactory' category and rest two under the 'poor' category . 

. The branches are defined as good performance branches whose average recovery 

rate over the 10-year period from 1992-93 to 2001-02 lies at 50% and above. For 

satisfactory performance branches it lies at 40% and below 50% and the 

corresponding figure for poor performance branches lies at below 40% during that 

period. 

The details of field survey regarding recovery percentage and its relationship 

> with land holding, level of income, family size and sex are presented in Table 5.7 

which expose the following : 

'5.7.1 Size of Land 

Out of the total 240 borrowers, 22 (9.17%) borrowers are landless and 97 

(40.42%) borrowers arein the lowest category of land size (upto 1 acre), 80 (33.33%) 

·. borrowers are of 1.1 to. 2 acres land size and rest 41 (17.08%) belong ~o above 2.0 

acres category (Appendix IV). 54.55% of landless borrowers and 35.05% borrowers 

of land size group upto 1 acre have re~orded their recovery up to 25% only, i.e., 



Table 5.7: Recovery Percentage and Its Relationship with Land Holding, Level of Income, Family Size and Sex. 

Percentage Land Holding 
of Recovery 

Landless Upto 1.1 to Above 
1.0 acre 2.0 acre 2.0 acre 

Upto 25% 12 34 29 II 
(54.55) (35 .05) (36 .25) (26.83) 

26%to 50% 4 20 12 7 
(18.18) (20 .62) (15 .00) (17.07) 

51% to 75% 2 9 II 4 
(9.09) (9.28) (13.75) (9 .76) 

76%to 1000% 4 34 28 19 
( 18.18) (35 .05) (35.00) (46.34) 

Total 22 97 80 41 
(100) (100) (100) (100) 

--- ·--

Source : Computed from data based on Field Survey. 
Note : Figures in brackets are percentages share to total 

* Annual income of the borrowers. 

Less than 
Rs.SOOO 

3 
(37.50) 

2 
(25.00) 

I 
( 12. 50) 

2 
(25.00) 

08 
(100) 

Level of Income* Family Size 

Rs.5000 Rs. IOOOI Above 1-4 S-6 7 and 
to 10000/- to 15000/- Rs.ISOOO above 

37 28 18 16 42 28 
( 42.53) (3 1.82) (31.58) (28.57) (36.84) (40 .00) 

18 15 8 8 21 14 
(20.69) (17.05) (14 .04) (14.29) (18.42) (20.00) 

7 10 8 9 8 9 
(8 .05) ( 11.36) ( 14.04) (16.07) (7 .02) ( 12.86) 

25 35 23 23 43 19 
(28 .74) (39 .77 ( 40.35) ( 41.07) (37.72) (27.14) 

87 88 57 56 114 70 
(100) (100) (100) (100) (100) (100) 
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Sex 

The no. of The no. of 
male Female 

Borrowers Borrowers 

82 4 
(37 .81) ( 18.18) 

41 2 
(18.81) (9 .09) 

23 3 
(I 0.55) ( 13.64) 

72 13 
(33 .03) (59.09) 

218 22 
(100) (100) 

-
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they have overdues upto the level of 75.% and above. Besides, 36.25% and 

26.83% borrowers of land size groups 1.1 to 2.0 acres and above 2.0 acres have 

recorded the recovery upto 25% (Table 5.7). 

On the other hand, in the case of 46.34% -borrowers of land size group above 

2.0 acres the recovery of loan was in the range of 76% and 100%, whereas it was 

18.18% only in the case of landless borrowers. But in the case of recovery 

percentages of the ranges between 26% to 50% and 51% to 75% the percentage 

of borrowers of the four categories of land holders ranges between 15 to 20.62. 

However, no definite relationship is found between the recovery percentage 

and the size of land of the borrowers, though it may be said that the recovery 
·.] 

position of borrowers with higher land size category was better than that of the 

lowest land size category and landless borrowers. 

5.7.2 Level of Income 

It can be seen from the Table 5.7 that in the case of 37.50% and 42.53% 

beneficiaries ofthe low level income groups (less than Rs. 5000 and Rs. 5000 to Rs. 

1 0000) recovery rate was 25% or less. While, in the next two higher income groups 

(Rs. 10001 to Rs. 15000 and above Rs. 15000) rate of recovery is upto 25% for 

· 31.82% and 31.57%. beneficiaries respectively. However, the recovery percentages 

in the ranges of 26o/o to 50% show an inverse relationship between level .of income 

of beneficiaries and the percentages of recovery; i.e., lower the level of income better 

the recovery percentage and vice-versa. However, in the range of 51% to 75% 

recovery, the picture is mixed. While between the levels of income and the 

recovery rate, i.e., higher the income level better the recovery and vice-versa. 

5.7.3 Family Size 

Table 5.7 shows that in the case of 40% borrowers with family size 7 and 

above recovery rate is 25% or below. On the other hand, 36.84% and 28.57% of 

borrowers with famiiy size 5-6 and 1-4 respectively fall in the range of upto 25% 

recovery rate. Then in the case of 26% to 50% recovery rate also. the same pattern 

is repeated , i.e., lower the family size , lower the number of beneficiaries falling in 

this category. However, 51% to 75% recovery rate is represented by mixed 

categories of families. But, it can be seen that in the 76% to 100% recovery rate the 
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smaller the family size , the larger the percentages of beneficiary families. This 

implies that smaller-sized families are in a better position to repay loans and vice

versa. 

5.7.4 Sex.(Male and Female) 

It can be observed from the same table that gender has a bearing upon 

recovery performance of the borrowers. It can be seen that 37.81% of male 

borrowers belong to the category of upto 25% recovery, while only 18.18% of 

female borrowers belong to the same (low) recovery percentage. In the range of 26% 

to 50% recovery rate (which is also a relatively lower range) the percentage of male 

borrowers is higher than that of female borrowers. But in the case of higher recovery 

percentages, viz., in the 51% to 75% and 76% to 100% recovery ranges, the 

percentage of female borrowers are relatively higher than the male borrowers. The 

figures, therefore, indicate that the female borrowers are more conscious , sincere 

and able to repay loans compared to the male borrowers. 

The information regarding recovery percentage and its relationship with the 

age, caste and educational status of borrowers are furnished, computed from data 

based on field survey is given in the Table 5.8, which exhibits the following pattern: 

5.7.5 Age of the Borrowers (years) 

Distribution of borrowers according to their age showed an impact on the 

recovery of overdues. An interesting observation as revealed from the Table 5.8 is 

that borrowers within the age group of 31-40 have made lowest repayment of loans, 

38.02% of this group have overdues in the range of 76% to 100%, i.e., they repaid 

their loans upto 25% only. Whereas, the highest repayment was made by borrowers 

in the age group of 20-30. It is seen from the same table that 76% to 100% of 

recovery of loans could be made from 50% of borrowers of this age group. While 

only 33;06% of the borrowers of age group of 31-40 repayed of their overdues in the 

same range, followed by the age groups of 41.-50 and above 50 years (36.36% and 

33.33% respectively). This signifies that borrowers in the age group of 20-30 are 

better off, sincere and conscious relative tothe beneficiaries of otherage groups. 

Hence, it is desirable that bank give due consideration to this age group while 

·granting loan. 
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Table 5.8 : Recovery Percentage and Its Relationship with Age of Borrowers, Caste and Educational Status. 

Percentage of Age of Borrowers (Yrs.) Caste Educational Status 

Recovery 20-30 31-40 41-50 Above 50 General Muslim SC/ST OBC Illiterate Primary Secondary H.S. & above 

0% to 25% 4 46 27 9 13 39 28 6 5 44 23 14 
(22.22) (38.02) (35.06) (37.50) (35.14) (39.00) (35.44) (25.00) (45.45) (36.07) (36.5 I) (31.82) 

26% to 50% 3 22 14 4 7 19 14 3 3 . 25 10 5 
(16.67) (18.18) (18.18) (16.67) (18.92) (19.00) (17.72) (12.50) (27.27). (20.49) (15.87) (11.36} I . ~ 

51% to 75% 2 13 8 3 4 8 8 6 I lO 8 7 
(11.11) (10.74) (I 0.39) (12.50) ( 10.81) (8.00) (10.13) (25.00) (9.09) (8.20) (12.70). (15.90) 

76% to 100% 9 40 28 8 13 34 29 9 2 43 22 18 
(50.00) (33.06) (36.36) (33.33) (35.14). (34.00) (36.71) (37.50) (18.18) (35.25) (34.92) (40.90) 

Total 18 121 77 24 37 100 79 24 11 ' 122 '63 44 

(100) (100) (100) (100) (100) (100) (100) - (!0'!) - (100) (100) (100) . (100) 

Source : Computed from data based on Field Survey 
Note : Figures in brackets are percentage share to total. 
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5.7.6 Caste and Recovery of Loan 

It is clear from Table 5.8 that the distribution of sample beneficiaries on the 

basis of caste indicates a negligible correlation between the caste and the recovery 

of the overdues. Beneficiaries of upper caste groups (general and muslim) repaid 

little less their dues than those of the lower caste groups (SC/ST and OBC). The 

percentages of beneficiaries who have overdues of 75% and above are 39%, and 

35.14% respectively for Muslim and general beneficiaries . Beneficiaries with such 

overdues is 35.44% in the case of SC/ST and 25.00% in the case of OBC 

beneficiaries . On the other hand, in the range of higher percentage of recovery (76% 

to 1 00%) general , musl im, SC/ST and OBC categories constitute 35.14%, 34.00%, 

36.71% and 37 .50% respectively . However, figures from all other related figures , it 

appears that recovery rate is better from OBC categories , compared to all other 

categories . 

5.7.7 Educational Status 

It can be observed from the sal"!le Table 5.8 that a moderately significant 

relationship can be found between educational status and the recovery of loans. The 

percentages of beneficiaries who repaid loans only upto 25% are 45.45% and 

31.82% respectively for illiterate and H.S. al)d above borrowers . The corresponding 

figures of recovery for these two groups of borrowers in the range of 51 % to 75% 

and 76% to 100% are 9.09%, 15.90% and 18.18%, 40.90% respectively. Whereas, 

these figures for beneficiaries both having educational qualification of primary and 

secondary level are more or less equal. 35 .25% and 34.92% of these beneficiaries 

repaid the overdues in the range of 76% to 100%. But these are marked differences 

in the repayment figures between illiterate and higher educated borrowers. Thus, it 

can be said that beneficiaries of higher educated status are more conscious, sincere 

and able to repay their overdues. 



127 

5.8 Defaulters and Non-defaulters : Relationship with their respective Size of 

land, Level of Income, Family Size, Sex (Male and Female), Age Group, 

Caste and Educational Status. 

To reveal the relationship between the borrower's behaviour about payments 

of dues with their respective size of land,· level of income, family size, sex, age 

group, caste and educational status, the total borrowers (240) are divided into two 

categories, vix. Defaulters and non-defaulters. Those borrowers who have repaid 

less than 100% of their dues are treated as defaulters and who have repaid 1 00% 

of their dues or got released · by compromise settlement are treated as non

defaulters. 

The detailed figures of defaulters and non-defaulters with respect to land 

holding, level of income, family size and sex (male and female) from the data based 

on field survey are presented in the Table 5.9 which disclose the following : 

5.8.1 Land Holding 

Distribution of borrowers on the basis of their land holding ·indicates different 

impact on the recovery of the overdues; 81.82% of landless borrwers and 73.20% 

borrowers having land size upto 1 acre (3 bighas) have not at all repaid their dues, 

i.e., only 18.18% and 26.80% of those groups have paid 100% of their dues. In the 

next land size group (1.1 to 2.0 acres) 71.25% borrowers have defaulted. 

The corresponding figure is 60.98% for the highest land size group (above 

2.0 acres), i.e., only 39.02% borrowers of this group have paid their dues fully. Thus, 

it may be said that the average percentage of defaulters in the higher land size 

groups was low; while in the lower land size groups the average percentage of 

defaulters were higher. 

5.8.2 Level of Income 

It can be observed from the Table 5.9 that the level of income affects the 

recovery performance of the borrowers. It appears from the table that in the lowerst 

income group (less than Rs. 5000) the percentge of defaulters was 75.00% as 
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Table 5.9 : The Number of Defaulters and Non-Defaulters with Respect to Land Holdings, Level of Income, Family Size and Sex. 

Type of Land Holding 
Borrow- Landless upto 1 acre 1.1 to Above Less than 

ers 2 acre 2.0 acre Rs.SOOO 

Defaulters 18 71 57 25 6 
(81.82) (73.20) (71.25) (60.98 (75.00) 

Non- 4 - 26 23 16 2 
Defaulters (18.18) (26.80) (28.75) (39.02) (25.00) 

Total 22 97 80 41 08 
(100) (100) (100) (100) (100) 

--- -

Source : Computed from data based on Field Survey. 
Note : I. Figures in brackets are percentages share to total 

2(a) Defaulters are those who have paid below 100% of their dues 
2(b) Non-Defaulters are those who have paid 100% oftheir dues. 

* Annual income ofthe borrowers. 

Level of Income* Family Size Sex 
Rs.SOOO to Rs. 10001 Above 1-4 5-6 7 & The no. · The no. 

Rs.IOOOO to Rs.15000 15000/-: above of male of ·female 
borrower borrowers 

67 60 38 35 82 54 161 10 
(77.01) (68.18) (66.67) (62.50) (71. 93) (77.14) . (73.85) (45.45) 

-~ 

20 28 19 21 33 16 57 1i 
(22.99) (31.82) (33.33 (3 7 .50) (28;07) (22.86 (26.15) (54.55) 

I 

87 88 57 56 114 70 218 22 
(100) (100) (100) (100) (100) (100 (100) (100) I 

I 
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against 66.67% in the highest income group (above Rs. 1500 p.a.). The 

corresponding figure was the highest (77.01 %) in the case of borrowers having 

annual income level in the range of Rs. 5000 and Rs. 10000. It was 68.18% of the 

income group of Rs. 1001 to Rs. 15000 p.a .. This clearly indicates that there is an 

impact of income level on the repayment behaviour of the borrower defaulted. As a 

result, the higher income groups have repaid more than those of the low income 

groups. 

5.8.3 Family Size 

It can also be seen from the Table 5.9 that the size of family has some 

impact on the payment of dues of the borrowers. The percentage of defaulters in he 

highest fmily size (7 and above) was the highest (77.14%) followed by the family size 

group of 5-6 at 71.05%. The corresponding figure. was the lowest (62.50%) for the 

lowest family size group of 1 - 4. That means the lowest family size group has repaid 

the highest and highest family size group had repaid the lowest percentage of their 

dues. 

5.8.4 Sex (Male and Female) 

A close look into the table 5.9 reveals that · 73.85% of male borrowers was 

defaulters, while it was 45.45% for female borrowers. Consequently, only 26.15% of 

niale borrowers was non-defaulters as against the 54.55% of female borrowers. 
. . . 

Thus, it my be said that the repayment performance of male borrowers was bad- iri 

comparison to the female borrowers. 

On the basis of field survey data,' the details about the figures of defa~lters 

and non-defaulters with respect to the age, caste and educational status are given in 

the Table 5.10 which revealed the following·: 

5.8.5 Age of the Borrowers (years) 

It can be observed thafthere is no definite relationship between the number 

of defaulters and their age. The proportion of defaulters in the age group of 31-40 
. . . 

was the highest (73.55%), while it was lowest (55.56%) in the age group of 20-30. 

The corresponding figures are 71.43% and 70.83% in the age groups of 41-50 and 

above 50 respectively. As a result, the proportion of non-defaulters was highest in 

the age group of 20-30 and it was lowest in the age group of 31-40. Thus, it may be 
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Table 5.10 : The Number of Defaulters and Non-Defaulters with Respect to Age of Borrowers, Caste and Educational Status. 

Type of Borrower~ Age of Borrowers (years) Caste Educational Status 

20-30 31-40 41-50 Above 50 General Muslim SC/ST OBC Illiterate Primary Secondary H.S. and 
above 

Defaulters · 10 89 55 17 26 76 53 16 9 ' 90 45 27 
(55.56) (73.55) (71.43) (70.27) (70.27) (76.00) (67.09) (66.67) (81.82) (73.77) (71.43) (61.36) 

Non-Defaulters 8 32 22 7 11 24 26 8 2 32 "18 17 
(44.44) (26.45) (28.57) (29.73) (29.73) (24.00) (32.91)(33.33) (18.18) (26.23) (28.57) (3 8.64) 

Tbtal '''· 18 121 77 24 37 100 79 24 .11 122 63 44 
(100) (100) (100) (100) (100) (100) (100) . (100) (100) (100) (100) (100) 

". -~~ 

Source : Computed from data based on Field Survey 
Note : I) Figures in brackets are percentage share to total 

II) Defaulters are those who have paid below I 00% of their dues. 
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an important considertion to the bank while granting loans, though there was no 

definite relationship between the number of defaulters and their age. 

5.8.6 Caste 

The Table 5.10 also shows that there exists relationship in the repayment 

behaviour with the caste group of borr_owers. The percentage of defaulters was the 

highest among the Muslim borrowers (76.00%) followed by the general (Hindu) 

borrowers (70.27%), whereas this percentage of .the lower caste SC/ST _and OBC 

were 67.09% and 66.67% respectively. The percentage of non-defaulters was the 

highest among OBCs. Hence, the lower caste groups appreared to be comparatively 

better than higher caste groups in repayment of their dues. 

5.8. 7 Educational Status 

It can be observed from the same Table 5.10 that the percentage of 

defaulters in the illiterate group was the highest (81.82%), followed by the next 

educational status group (having qualification upto Primary) of 73.77%. the 
-

corresponding figures are 71.43% and 61.360jo respectively for the other two higher 

educational status groups (i.e., Secondary, and H.S. and above). It, therefore, 

appears from the ·table that the proportion of non-defaulters was the highest (38.64) 

in the highest .educational status group having educational qualification H.S. and 

above. This indicates, therefore, that beneficiaries with· comparatively of higher 
. . .· . 

educational status have repaid more of their dues than those ,af illiterate and other 

two lower educational status groups, though there was no definite relationship among 

them because some higher educated beneficiaries also have not repaid their dues 

completely. 

5.9 · Some Reasons for Defaults : Field Survey Observtion : 

5.9.1 Borrowers' Views 

There were many reasons for the poor recovery of RRBs' loans. To identify 

the reasons, 240 beneficiaries were interviewed during field survey with a view to . 

ascertain their perception about the reasons for defaults. The findings of the survey 

are. presented in Table 5.11. It is seen from ~he table that 171 borrowers (71.25%) 

have defaulted with different size of overdues. Therefore, only 69 other borrowers. 

(28.75%) have fully paid their all instalments due or got release under "compromise 

settlement". 3 



Table 5.11 : Reasons for Defaults :Borrowers' Views 

, SI.No. Reasons for Defaults No. of Respondent 
(Defaulters) 

1. Low productivity and failure of the assets/ scheme. 23 
2. Crop failure due to natural calamities 12 
3. Improper repayment schedule 5 
4. Low investment of funds resulting in low income 32 

generation 
5. Political influence 8 
6. Liberal attitude of the Govt. Agencies 7 
7. Unforeseen domestic Problems , 13 
8. Faulty selection of scheme having n{) experience 9 

and no interest. 
9. lin proper utilization of loan 10 
10. Use for other purpose/purposes 18 
11. Lack of initiative of bank staff 3 
12. Willful default/defaults due to the negligence 11 
13. Expectation of debt relief 20 

Total: 171 

Source : Field Survey. 

1'32 

Percentage to tohil 

13.45 
7.02 
2.92 

18.71 

4.68 
4.09 
7.60 
5.26 

5.85 
10.53 

1.75 
6.43 

11.70 

100.00 

. . :r .• 
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Table 5.11 shows that (a) low investment of funds resulting in low income 

generation, (b) low productivity and failure of the assets/scheme, (c) expectation of 

debt relief and (d) use for other purposes are the major reasons to which 18.71%, 

13.45%, 11.70% and 10.53% respectively of the respondents have attributed their 

defaults. These four factors together accounted for more than 54% of the total 

defaults. Another three important. factors are· (e) unforeseen domestic problems, (f) 

crop failure due to natural calamities and (g) willful defaults due to negligency to 

which 7.60%, 7.02% and 6.43% respondents respectively attributed th~ir defaults. 

Thus these seven factors together are responsible for more than 75% of total 

defaults. The remaining around 25% defaults are caused by (h) improper utilistion 

of loan (5.85%), (i) faulty selection of scheme having no experience and no interest 

(5.26%), U) political influence (4.68%>), (k) liberal attitude of the Govt. agencies 

(4.09%), (I) improper repayment schedule (2.92%) and (m) lack of initiative of bank 

staff (1.75%). · 

It is also revealed from the beneficiary level survey that supervision and 

follow-up visits by the bank staff for the end use of credit was very negligible to which 

more than 56% (Appendix VII) of the borrowers have expressed their views. 

Consequently, 16.36% of borrowers together have diverted their funds for other 

purposes and not properly. Inadequate supervision often resulted in improper 

appraisal of loan proposal and failure of credit agency. It is proved from the practical 

knowledge, after completion of beneficiary level survey that . non-existence or 

ineffective supervision gives rise to many malpractice culminating in overdues such·· 

· as misutilisation of loan, disposal of assets, diversion of funds, etc. though cent 

percent borrowers got help and guidance of the bank staff in getting of loan 

(Appendix VII). 

5.9.2. Bankers' Views 

Some bank personnels both at the branch and Head Office levels were 

interviewed to assess the problems of recovery of loans as well. The information, 

collected for this purpose, is given in Table 5.12. The major reasons of poor 

recovery to which the bankers attributed their views (expressed in percentage to total 

scores of various priorities) are exposed below: 

It can be observed from the Table 5.12 that (a) low investment of fund~ 

resulting in low income generation, (b) willful default/defaults due to negligency, (c) 
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Table 5.12 : Reasons for Defaults : Banakers' Views 

Sl.No. Reasons for Defaults Fre~uency of Priorities Total Score % to total Score 
151 2' 31d 4th 

1. Low producti~ity and failure of the assets/scheme 1 3 2 5 22 5.85 

2. Crop failure due to the naturl calamities I - 2 2 10 2.66 

3. Improper repayment schedule 0 2 - 3 9 2.39 

4. Low investment of funds resulting in low income 
generation. 10 7 3 I 68 18.09 

5. Political influence 5 2 2 8 38 10.11 

6. Liberal attitude of the govt. agencies 3 4 2 5 33 8.78 

7. Unforeseen domestic problems 2 3 5 4 31 8.24 

8. Faulty selection of scheme having no I 5 2 1 24 6.38 
Experience and no interest. 

9. Improper utilisation of loan 2 3 3 2 25 6.65 

10. Use for other purpose/purposes 3 4 I 4 30 7.98 

11. lack of initiative of bank staff 0 4 I 2 16 4.26 

12. Wilful default/defaults due to negligency 4 3 5 8 43 I 1.44 

13. Expectation of debt relief 2 1 6 4 21 7.18 
Total: 376 100.00 

--- -

Source : Results, computed from data based on interview with the bank personnel. 
N S . . . . . 4 . 1 sr 3 2"11 2 3"1 d I 4'11 otes : core given to vanous pnonhes : to · , to , to an · to . 

'-' indicates zero frequency. 
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political influence, (d) liberal attitude of the G_ovt. agencies, (e) unforeseen domestic 

problems and (f)· use for other purpose/purpbses are the major reasons to which 

18.09%, 11.44%, 10.11%, 8.78%, 8.24% and 7.98% respectively of the bankers 

have attributed their defaults. These six factors together accounted for more than 

64.5% of the total defaults. .• 
·~ 
" 

The other important defaults are cau~d by (i) low productivity and failure of 

the assets/scheme (5.85%), (ii) lack of intitive of bank staff (4.26%), (iii) crops failure 
·:'\ 

due to the natural calamities (2.66%) and (iv) fmproper repayment schedule (2.39%). 

It can also be seen from Table 5.11 and Table 5.1 '2 that some common ' 

factors such as low investment of funds, resulting in low income generation, improper 

utilization of loans, willful default due to negligency, expectation of debt relief were 

pointed out both at the beneficiaries and ~the bank staff levels which adversely 

affected the recovery of dues. 

Thus, to improve recovery of dues of ~RBs fastly, proper steps are needed to 

be taken. In the period of last five years RRBs both at the national and state levels 

already have been taken some steps for this purpose like loan repayment -'shibir' 
I 

(camp), 'compromise settlement', Many agai;r1st One (MAO), etc .. 

·'' ·.':J 
5.10 A Comparison Between RRBs with the Grameen Bank of Bangladesh 

(GBB) and the Bank Partanian Malaysia (BPM) 

The Grameen Bank of Bangladesh (GBB), at the starting point, defines a 

target group for issuing loan and avoids middleman between itself and the 

borrowers. Every member of the group is given intensive training regarding the 
;~ 

objectives of the GBB, the rules and regulatipn of the credit programme, functions of 
. -, 

the group chairperson and the centrech1ef group savings and the educational, 
. .i 

health and other social development programmes. Loan disbursement starts only 

when all the members of the group fulfil the prescribed conditions and the bank 

recognizes the group formally. The group as a whole, stands guarantee for the 

individual members. The members take loans for productive activities and default by 

them is checked by pressure (Das, 1998). 

The members themselves select income generating activities based on their 

knowledge and skill and prepare the loan utilization plan. The selection of activities 
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is discussed at the centre meeting and has to be approved by the group. Loan 

utilization is intensively monitored and supervised. It is notable that most of the 

members of GBB are women.4 

The GBB has created a strong cadre of middle level officers through intensive 

practical and locally-oriented training. The bank also organizes training programmes 

for the borrowers in the forms of periodical workshops. 

It is important that the GBB has applied a standardized rigid structure of loan 

repayments to achieve financial discipline. The pattern of regular weekly repayment 

has been critical in preventing borrowers from accumulating cash that they might 

have been tempted to spend, rather they use it to _repay the loans. Maintaining and 

increasing the group's eligibility has been a crucial incentive for timely repayments. 

The GBB has consistently been enable to maintain a 98% recovery rate (Bole and 

Bhawani, 1995). Whereas the main factor contributing to the unhealthy situation of 

our rural credit system is that it has not produced desired results in terms of 
0 • 

direction, quantum and quality of the flow of credit. The group lending approach may 

be one way in which the marginalized section may benefit from credit. The working 

of Grameen Bank of Bangladesh and other evidence show that the group lending 

programme have had relatively low delinquency and defaults rate. So, collective 

responsibility5 is an important factor to the member as well as GBB. This Grameen 

Bank model is a milestone in the field of rural development in Bangladesh (Hossain 

and Uddin, 1998). 

Besides, the Bank Partanian Malaysia (BPM) is a leading bank involved in 

rural banking in Malaysia. The BPM was once a sick bank with huge accumulated 

losses. But today, it enjoys a high profile status in the banking fraternity of the 

country. The bank introduced a number of scheme to mobilize deposits. The bank 

strive to give attractive returns to the depositors such as rewards on renewal of 

deposits, bonus to savers out of the annual profits and penalty free pre-mature 

withdrawal. According to J.S. Tomer (1996) the policy of BPM .is first to make a 

person convert to the saving habit and then extend financial assistance. The return 

on assets is around 12% which was marginally less than the top commercial bank in 

the country. 

In spite of a high rate of interest (about 34%) on advances, the recovery of 

BPM is very high, a little less than 100%. While the GBB has been chargi'ng an 
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interest rate of 16% on its non-housing loans, almost since its inception and its 

recovery rate is also very high (about 98%). But the scenario in this regard in our 

RRBs is not satisfactory. The recovery rate of our RRBs at the national and state 

levels are only 69% and 47% respectively as on 30 June 2000 (Statistics on 

RRBs, 2001 ). All RRBs in our country were allowed to fix their own interest rates on 

advances made by them w.e.f. 261
h August, 1996. The interest rates of these banks 

lie between 14% and 19%. 

From the above comparison, it may be inferred· that the RRBs in the present 

scenerio will have to evolve a separate and simple set of system and procedure that 

will ensure timely recovery and cost effectiveness of loans, i.e., lowering the 

transaction cost in extending small loans quickly. In this regard, the credit delivery 

mechanism devised by the Grameen Bank of Bangladesh has lessons to offer. 

5.11 Summary 

Without a sustainable recovery process the RRBs with their limited funds 

can not expand their lending operation . So, timely recovery of loans is a prerequisite 

for continuous operation and very existence of such banks. Regarding this, the 

above analysis has brought to focus the following points : : 

I. Recovery of a financial institution depends on many factors such as 

proper utilization of loans, selection of suitable scheme, generation of 

~ufficient income, the willingness to repay, continuous supervision and 

follow-up visit, interest and initiative of the bank staff, etc .. 

II. The recovery to demand of RRBs at the national level increased from 

40.90% as on 30 June 1992 to 69.00% as at the end of June, 2000. 

While at the state level, it rose from 28.20% to 47.00% only during that 

period. 

Ill. In each year during the period from 1992 to 2001 the percentage of 

recovery at the state level was lower than that at the national level. 

IV. The highest recovery was recorded by the RRBs in Kerala (90%) . 

followed by Punjab (85%) and Tamilnadu (84%) as on 30 June 2000. 

V. The recovery performance of all RRBs has been gradually improving 

since 1991-92 mainly due to the adoption of Agriculture and Rural 

Debt Relief Scheme (ARDRS) in 1990. 
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VI. The percentage of NPA declined both at national and state levels 

from 43.07% and 56.74% as on 31 March 1996 to 18.00% and 

28.00% respectively as on 31 Marc_h 2001. 

VII. As on 31st March 2000, a dozen RRBs spread over Andhra Pradesh, 

Gujarat, Haryana, Karnataka and Kerala had excellent records on 

indicators such as C-D ratio, recoveries and NPAs (under 14%). But 

NPAs in some North Eastern, Eastern and Central States were 

alarmingly high. The NPA levels of RRBs in Tripura and Manipur were 

64% and 46% respectively as on 31st March, 2001. 

VIII. In the State of West Bengal the recovery of Murshidabad Gramin bank 

(61.00%) was the highest among all the RRBs as on 30 June 2000. 

While it was the lowest for Sagar Gramin Bank (36.00%) at the same 

time. 

IX. Many RRBs both at the national and state levels introduced novel and 

innovative schemes to improve their recovery performance, e.g., MAO 

(Money against One). 

X. As on 31 March 2001, the NPA level of Nadia Gramin Bank (42.00%) 

was the highest ·in the State of West Bengal. While it was the lowest for 

Mayurakshi Gramin Bank (only 15.00%). 

XI. Poor recovery of loans of RRBs are caused by many factors such as 

improper identification of borrowers, defective loaning policies, weak 

monitoring, ineffective follow-up over end-sue of credit, apathy towards 

recovery, misuse, abuse and diversion of credit, etc .. 

XII. On the basis of field survey, no definite relationship is found between 

the recovery percentage and land size of the borrowers though it may 

be said that the recovery of loans at higher category of land size was 

better than that at the lowest category of land size and landless 

borrowers. 

XIII. Higher income group borrowers repaid more overdues than lower 

income group borrowers. 
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XIV. The recovery performances of lower family size borrowers are better 

than that of higher family size borrowers though there is no definite 

relation between the family size and recovery of laons. 

XV. The female borrowers are more conscious than male borrowers about 

the recovery of loans of RRBs. 

XVI. Borrowers of higher educated status repaid overdues more than the 

borrowers with lower educational background. 

XVII. The proportion of defaulter was the highest in the age group of 31-40 

(years) and it was the lowest in the age group of 20-30 (years). 

XVIII. The percentage of defaulter was the highest among the muslim 

borrower and it was the lowest among the other backward classes 

(OBC). 

XIX. Low investment of funds resulting in low income generation and low 

productivity and failure of assets/scheme are the two major reasons to 

which 18.71% and 13.45% respectively of the respondents have 

attributed their defaults (field survey results). 

XX. Despite of a high rate of interest (about 34%) on advances, the 

recovery performance of Bank Partanian Malayasia (BPM) is very high, 

a little less than 100%. 

XXI. The recovery rate of Grameen Bank of Bangladesh (GBB) is also high 

(about 98%). 

XXII. The PRBs in the present scenerio will have to evolve a separate and 

simple set of system and procedure that will ensure timely recovery. The 

credit delivery mechanism devised by the GBB has lessons to offer in 

this regard. 

Notes 

1The outstanding advances of RRBs are classified into four categories, viz. 

standard assets, sub-standard assets, doubtful assets and loss assets. The 

Non-Performing Assets (NPAs) is the summation of last three categories, i.e., 
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NPAs = Sub-standard assets + doubtful assets + loss assets, (Review of 

Working of RRBs, 1998). 

2 'MAO' stands for 'Many against One' - where the 'Many' are the employees of 

the bank including the chairman and 'One' is the borrower who has defaulted in 

repayment of the loans to the bank (Banking Finance, 1998). 

3 'Compromise Settlement' is a system by which the defaulted borrowers are 

relieved from the burden of loan repayment after repaying a fraction of their total 

overdues. For this settlement the bank officials consider the economic condition 

of defaulted borrowers and make a compromise with them . Generally, the Branch 

Manager concern settle the amount which is to be repaid by such defaulted 

borrowers and be relieved. 

4 About 94% of the borrowers of Grameen Bank of Bangladesh are women and 

these women work at places where they live (Yunus, 1987). 

5 Group and Centre members must agree beforehand to accept 'collective 

responsibility' for their fellow members and their loans. This helps to ensure 

careful scuritiny of loan proposals and provides security for members and the 

bank (David and Sukor, 1990). 



CHAPTER VI 

FINANCIAL VIABILITY AND PROFITABILITY PROBLEMS OF 
RRBs IN WEST BENGAL 

6.1 Introduction 

Any credit institution can not afford to incur losses continuously if it is to 

survive for long. It has to become viable sooner or later, i.e. , it cannot be denied 

that a credit institution has necessarily to be viable, particularly a credit institution 

designed to serve the weaker sections in the rural areas. This is an essential aspect 

of any long term arrangement to institutionalize credit. 

No commercial activity and organization afford to be weak itself, it has to 

break even and become viable in the long run. But the question is whether the 

concept of viability of RRBs could be the same as the concept of viability of a 

commercial or a business unit. A business unit has all the freedom to take 

decisions on many matters - opening branches, deploying its resources, staff 

recruitment, its purchases, methods of rendering services, etc .. But RRBs are not 

given freedom in many of their affairs; even its clientele is specific, scattered, 

remote and not assisted by anyone. 

The setting up of RRBs is like setting up primary schools, primary health 

centres and civil hospitals and the expenditure incurred on RRBs should be 

regarded as an investment in weaker sections - an important component of human 

resource . Thus , viability of RRBs needs to be assessed in terms of increasing 

socio-economic ga:ns for their clientele . 

The Dantwala Committee observed in 1977 that a RRB has the potential 

and capability to become a profit making institution at a level of business of about 

Rs. 3 crores (with 50 branches) which could be reached in about 3-4 years. This 

observation, of course, was based on a study of RRBs which had hardly completed 

one year of functioning. A subsequent study of the Rural Planning and Credit Cell 

of the Reserve Bank about RRBs which completed 3 years or more, indicated that 

RRB should attain an outstanding loan business of Rs. 8 crores within five-six years 

of its inception to become viable (RBI Bulletin, 1981 ). But, other things remaining 

the same, after passing of 7 years that might not be possible in the case of RRBs 

which had a large number of infant branches. For instance, between 1980 and 1987 
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while the number of RRBs increased a little more than two folds (from 85 to 196), 

the number of branches of RRBs increased more than four folds ( from 3279 to 

13353} (Appendix-Ill) .. From the age structure ofRRBs and their branches it does 

not seem realistic to assess their progress towards viability on the basis of 

experience of Commercial Bank-branches. In past, most of the RRBs were in 

losses in the state as well as country. A nuniber of factors contributed to the 

mounting losses and thus led to a decline in profits. Defective loaning policies, lack 

of systematic loan appraisal, insufficient supervision and follow up for end use of 

credit, low level of margin, high operational costs, restricted area of operation, poor 

recovery, mounting overdues (i.e., high level of NPA), the uncertainty of the 

existence and the managerial inefficiency are the major reasons behind the poor 

financial performance of these banks. But at the end of last century many RRBs 

had been able to uplift their viability on the basis of prudential norms with 

application of income recognition norms and provisioning norms which were 

introduced by RBI. · 

6.2 Methodology 

In this chapter we would like to evaluate the profitability performance of the 

RRBs by examining the pattern and trend of income and expenditure of RRBs. To 

do this, we have developed a framework which is based on the framework. 

developed by Hosamani, (Hosamani, 2002) and Sonara (Sonara, 1998) in their 

studies on profitability performance of the RRBs. In our framework of study 12 

indicators have been used to assess and identify the various related factors of 

financial performance. 

These indicators or ratios of our framework could be used to assess the 

financial status and overall efficiency of a bank. These ratios were derived by 

relating various co.mponents of profit and loss account statement to a common 

denominator - volume of business and also were used to compare the returns over 

the investments. 

In our framework we have defined volume of· business as the total of 

deposits and outstanding advances. These indicators are scientifically sound and 

practically useful and are explained as follows : 
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(1) Interest -Income Ratio 

Total Interest Income 
(r) -. ______ _ X 100 

Volume of Business 

The ratio indicates the percentage of interes~ income on total volume 

of business. An increasing trend of this ratio over the years shows the overall 

efficiency of the bank. 

(2) Interest Paid Ratio 

Total Interest paid 
(k) = X 100 

Volume of Business· 

This ratio shows the percentage of interest expenditure on volume of 

business. An increase in the ratio indicates a decline in the efficiency of the bank. 

(3) Man power Expenses Ratio 

Total Manpower Expenses 
(m) = -'--------- X 100 

Volume of Business 

This ratio is used to check the percentage of manpower expenses on total 

volume of business. An increasing trend of this ratio over the years indicates, also, a 

decline in the efficiency of the bank. 

(4) Non-interest Income Ratio 

Total non-interest Income 
(c) = X 100 

Volume of Business 

This ratio is used to assess the percentage of non-interest income and total 

volume of business. The higher percentage of non-interest income on total volume 

of business represents the better off condition of the bank. 

( 5) Other Expenses Ratio 

Other Establishment Expenses 
(o) = ---------- X 100 

Volume of Business 

This ratio is used to find out the percentage of other establishment expenses to 

total volume of business. The rising trend of this ratio shows the non-satisfactory 

condition of the bank. 
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(6) Non-interest Expenditure Ratio 

Total non-interest expenditure 
(n) = ---------- X 100 

Volume of Business 

To assess the percentage of non-interest expenditure to total volume of 

business we can use this ratio. The higher percentage of non-interest expenditure to 

total volume of business indicates a decline in the efficiency of the bank. 

(7) Spread Ratio 

(s) =Interest Income Ratio minus Interest Paid Ratio 
i.e., ( s) = (r- k) 

This ratio is used to assess the percentage of net interest income ratio of 

the bank. A higher and positive spread ratio indicates greater efficiency of the 

bank. On the other hand, a negative or higher negative spread ratio indicate a 

decline in the efficiency of the bank. This ratio provides a measure of interest margin 

which is basically a function of (a) structure of deposits, borrowings and refinance 

and the interest rate applicable thereon, (b) fund deployment mix including credit 

and non-credit port folios (c) the level of outstanding advances and (d) incidence 

of bad and doubtful debts (Das, 1998). 

(8) Burden Ratio 

(b) = -r:otal Non-interest Expenditure Ratio minus Non-interest Income Ratio 

i.e., (b)= (x- c) 

This ratio shows the burden of net non-interest expenditure. An increase in 

the ratio indicates a decline in the efficiency of the bank. For viable performance 

the spread ratio has to exceed the burden ratio by a margin so as to generate a 

reserve surplus to take care of future growth and contingencies of business. 

(9) Profitability Ratio 

(p) = Spread Ratio minus Burden Ratio 

i.e., (p) = (s- b) 

This ratio measures the excess income over the expense. A positive 

profitability ratio indicates a higher spread ratio than the burden ratio. To generate a 

reserve surplus of a bank spread ratio has to exceed the burden ratio by a margin 

which take care of future growth and contingencies of business also, it indicates 

viable performance of the bank. 



(10) Net Profit to Total Assets Ratio 

Net Profit 
(NP-TAR) = ____ _ X 100 

Total Assets 
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This ratio indicates the ratio of profit on the total assets of the bank and their 

employment. An increasing trend of this ratio over the years indicates the overall 

efficiency of the bank. 

(11) Gross Ratio 

Total Expenses 
(GR) = X 100 

Gross Income 

The total expenses included both interest expenses and non interest 

expenses. In the same manner the gross income of the bank comprised both 

interest income and non-interest income. This ratio helps to ascertain how efficiently 

the gross income of the bank was utilized. 

(12) Operating Ratio 

Operating Expenses 
(OR) = X 100 

Gross Income 

This ratio indicates the proportion of the gross income being used for 

meeting the operating expenses. An increase in the ratio signifies a decline in the 

efficiency of the bank and vice-versa. Here operating cost includes the salary and 

other establishment expenses. 

The above 12 indicators or financial ratios are used as index in the financial 

analysis for evaluating the financial performance of the bank. These ratios are 

helpful in finding significant deviations from an average or predetermined standard. 

These ratios are popular in the accounting system of enterprises in general and 

help in spotting trends towards better or poor performance. 
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· 6.3 The Concept of Viability and Profitability of RRBs : 

A bank is said to be viable if it attains a level of loan business giving it an 

income level which would enable it to meet not only all the expenses but also help it 

build a minimum reserve over a period oftime (RBI Bulletin, 1981 ). In other words, 

· the economic viability of a bank denotes its long run ability to meet its total cost out 

of its own resources and at the same time generate reserve commensurate with 

future growth and diversification of business. 

In broader sense, the viability level of its loan business could be a range 

and not a fixed figure. Besides, viability may be achieved at a lower level of 

business if the coverage of area is small and overheads by way of branch 

expenses are low. As a necessary condition, it requires a reasonable margin 

between return and transaction cost of the bank and leave to make some surplus 

for a capital build up. 

In the year of establishment of RRBs ( i.e.,1975) the Working Group on 

Rural Banks had talked of four dimensions for judging viability of a bank, viz., (i) 

Area Dimension, (ii) Financial dimension, (iii) Time Dimension and (iv) Task 

Dimension. Generally, in the case of a RRB covering a district or two, it is expected 

to open 75-100 branches in its area of operation and as such its viability has to be 

judged on the basis of spread it has to achieve. But, also, a RRB which is found to 

be viable with 1 0 branches may become non-viable when it opens more branches 

till it succeeds in building up adequate business commensurate with the number of 

branches. This aspect has to be kept in mind in assessing the performance of RRBs 

from the angle of viability. 

The Agricultural Credit Review Committee (ACRC) (RBI Bulletin, 1989) 

described the profitability as a function of spread available to the bank which 

depends upon (i) the income earned on the loans and investment, (ii) the cost 

raising resources comprising deposits and borrowings, (iii) the productivity or the 

volume of business handled, (iv) the scope of non-fund based business, and (v) 

internal efficiency of the bank in handling the funds including recovery and control 

of other establishment cost. 
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It should be noted that viability of RRBs will have to be assessed i.n terms 

of increase in business per branch, recovery rate, productivity of staff, cost 

effectiveness of operation, closer monitoring and socio-economic upliftment and 

improvement in the standards of living of the clientele (Velayudham and 

Sankaranarayanan, 1990). 

Profitability has become a new challenge before the banking sector in 

general and RRBs in particular. Though the welfare aspect is of chief importance in 

the RRB system, yet viability performance is indispensable for continuous and 

expanding operations of the banks to meet the basic objectives for which they are 

established. The profitability and viability of RRBs have gained added significance 

on account of several monetary policy measures initiated by the government since 

1991. As a consequence, there have been vehement arguments to revamp the 

RRBs either by enlarging their role to include even the non-target groups (RBI, 

1991 ). Considering that weak clientele does not make an institution strong, the RRB 

have been allowed to lend up to 60 percent of their lending to non-target groups 

(NABARD, 1997a). 

The most serious problem faced by RRBs is their economic viability, i.e., 

sufficiency of interest revenue from agricultural loans to meet the financial and 

transaction costs incurred by RRBs. While the relaxation in the lending criterion 

may help the RRBs to attain financial vitality and allow them to graduate and 

become regular credit institutions. 

Keeping the above aspects in mind, this study attempts to explain as to how 

far the RRBs could succeed as an institutional reformer in the field of rural credit 

and what are the' important factors that influence the profitability of RRBs so that 

RRBs can improve upon those parameters to further enhance their viability and 

profitability. 

6.4 Profitability and Viability of RRBs in India & the State of West Bengal. 

In India, the Regional Rural Banks have come a long way since their 

inception in 1975 and have now become an integral part of the rural financial 

system. As a part of the Financial Sector Reforms, Government of India (GOI), 

Reserve Bank of India (RBI) and NABARD have initiated various measures during 

1991-92 for improving the functioning of RRBs. These measures were aimed at 

improving viability, competitiveness, profitability and efficiency of financial 
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institutions, there is a perceptible change in the role and operations, build up of non

performing assets, accumulated losses, etc. still haunt the viability of RRBs. In the 

following , we have attempted to explain the profitability condition of RRBs during 

the period from 1991-92 to 2000-01 ~ 

6.4.1 Profit I Loss Making RRBs 

During the period from 1991-92 to 1996-97 most of the RRBs (around 80% 

to 90%) were incurring losses continuously and the losses were increasing. Table 

6.1 reveals that though the different measures (stated above) did help many RRBs 

but the RRB system as a whole did not show signs of revival and even after 6 years 

of initiating reforms, the number of RRBs in profit continued at low level - it was 

around 12% (23 RRBs) in 1991-92 (pre-reform period), increased to only 22% (44 

RRBs) in 1996-97 (post-reform period). In case of the state of West Bengal the 

corresponding figure was also disagreeable, no RRBs (0%) posted net profit in 

1991-92 and in 1996-97 only 3 RRBs (33%) have earned profit. On the other hand, 

the result of performance of RRBs for 1997-98 were drastically different and the 

initial indicators which have been compiled and published by NABARD revealed a 

tremendous improvement over their performance in 1997-98. 

Table 6.1 Number of RRBs in Profit I Loss (1991-92 to 2000-01} 

INDIA I WEST lJENGAL 
Year j No. of RRBs in No.of RRBs in No.of RRBs in No.of RRBs in 

SI.No. · profit loss profit loss 

1. 1991-92 23 173 0 9 

2 1992-93 24 172 0 9 

3 1993-94 23 173 0 9 

4 1994-95 22 164 0 9 

5 1995-96 44 152 1 8 

6 1996-97 44 152 3 6 

7 1997-98 126 70 4 5 

8 1998-99 147 49 5 '4 

9 1999-2000. 162 34 6 3 

10 2000-01 172 24 9 0 

Source : Compiled from data based on Bank Quest (The Journal of Indian Institute of 
Bankers) and Statistics on RRBs, NABARD (various issues) 
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Table 6.1 shows that there was about three folds increase in profit making 

RRBs from 44 in 1996-97 to 126 in 1997-98 which indicated that almost two third 

(64%) of the RRBs earned net profit in that year. For the first time since 1975. 126 

of the 196 RRBs have earned profit . In West Bengal . only one additional RRB 

entered into the profit arena from loss during that time. 

During 2000-01 , 172 RRBs (almost 88%) have earned profit as against 162 

RRBs in the previous year. Besides , in the state of West Bengal all RRBs (1 00%) 

have earned profit in 2000-01 as against 6 RRBs (67%) in the previous year (Table 

6.1 ). Gorakhpur (in Uttar Pradesh) and Pratama (in Uttar Pradesh) Kshetriya 

Gramin Banks continued to record the highest profit at Rs. 28.60 crores and Rs . 

36 .17 crores respectively . The share of these two RRBs together was 8 percent of 

the total net profit earning RRBs in the country , whereas the share of all RRBs 

(total 9) in West Bengal was only 2.57 percent. During the period 2000-01 all RRBs 

in the state as a whole have earned profit of Rs. 15.65 crores only and it was 

satisfactory as against Rs . 10.95 crores loss amount in the previous year. 

At the national level RRBs incurring losses reduced from 34 in 1999-2000 to 

24 in 2000-01 . Balasore (Orissa). Tripura (Tripura) and Bolangir (Orissa) RRBs 

continued to incur maximum losses. the three together constituting 34 percent of the 

losses incurred by the 24 banks. But, in West Bengal RRBs incurring losses 

reduced from 3 to zero during the period from 1999-2000 to 2000-01 . 

Fourteen RRBs entered profit arena from loss and four RRBs , viz. , Bilaspur

Raipur (Madhya Pradesh) . Puri (Orissa) , Nimar (Madhya Pradesh) and Mewar 

(Rajasthan) slipped from profit to losses in Ind ia , whereas in West Bengal 3 RRBs 

entered into profit arena from loss and no RRB slipped from profit to losses during 

the period from 1999-2000 to 2000-01 . 

In our country the aggregate accumulated losses of RRBs decl ined from Rs . 

2978.90 crores as on 31 March 2000 to Rs . 2803.03 crores as on 31 March, 2001 . 

Tripura Gramin Bank (Tripura) had the highest accumulated losses at Rs . 139.40 

crores followed by Bolangir Gram in Bank (Orissa) at Rs . 109.78 crores and Gour 

Gramin Bank (West Bengal) at Rs. 92 .23 crores . These three RRBs account for 12 

percent of the total accumulated losses (key statistics on RRBs. 2001 ). On the other 
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hand, in West Benga( the aggregate accumulated losses of RRBs declined from Rs. 

312.04 crores as on 31 March 2000 to Rs. 296.61 crores as on 31 March 2001. 

During 2000-01, as many as 24 RRBs wiped off their accumulated losses. 

The cumulative number of RRBs, that have wiped off their accumulated losses 

increased from 55 as on 31 March 2000 to 79 as on 31 March 2001 at the national 

level, whereas at the state level itremained the same at one (Howrah Gramin Bank) 

during that period. 

6.4.2 Income, Expenditure and Productivity 

The working results regarding income, expenditure and productivity of the 

RRBs for the. years of 1995-96 and 1999-2000 in India and West Bengal are given 

in Table 6.2 which revealed the following: 

The gross income of the RRBs in the country was Rs. 150547.10 lakhs 

during 1995-96 against the gross expenditure of Rs.192840.66 lakhs at same time, 

which showed the losses of RRBs of Rs. 42293.56 lakhs. Out of total income of 

RRBs in 1995-96 interests income was Rs. 141482.14 lakhs (93.98%) and other 

income was Rs.9064.96 lakhs (6.02%) respectively while out of total expenditure 

interest expenses was Rs.15668.05 lakhs (8.13%) respectively. 

During 1999-2000 the amount of interest income and non-interest income 

increased to Rs.394547.45 lakhs (94.88%) and Rs.21271.32 lakhs (5.12%) 

respectively as against the year of 1995-96 (Table 6.2), as a result the total income 

increased from Rs.150547.10 lakhs to Rs.415818.771akhs during that period. While 

all components of tota"l expenditure, except provisions/ contingencies, increased in 

1999-2000. As a result, the total expenditure also increased from Rs.1 05567.81 

lakhs in 1995-96 to Rs.372821.77 lakhs in 1999-2000. The combined net profit for 

the year of 1999-2000 was Rs.42997.00 lakhs as against a loss of Rs.42293.56 

lakhs in 1995-96. 

On the other hand, at the state level, the gross income of the RRBs was 

Rs.8997.37 lakhs in 1995-96 against the gross expenditure of Rs. 13829.92 lakhs 

at the same time which showed the losses of Rs.4832.55 lakhs. Out of total income 

of RRBs in 1995-96 interest income was Rs.8418.39 (93.57%) lakhs and another 

income was Rs.578.98 ( 6.43%) lakhs respectively, while out of total expenditure 
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interest expenses was Rs.6941.99 lakhs (50.20%), operating expenses was Rs. 

4890.96 lakhs {35.36%) and provisions I contingencies was Rs.1996.97 lakhs 

Table 6.2 : Income, Expenditure, Profit and Productivity of RRBs 

( Rs. in lakhs) 

SI.No Performance India West Bengal 
Indicators 

1995-96 1999-2000 1995-96 1999-2000 

1. Interest Income 141482.14 394547.45 8418.39 25756.85 
(93.98) (94.88) (93.57) (93.80) 

2. Other Income 9064.96 21271.32 578.98 1703.73 
(6.02) (5.12) (6.43) (6.20) 

3. Totallncome(1+2) 150547.10 415818.77 8997.37 27460.58 
((100.00) (100.00) (100.00) 100.00) 

4. Interest Expenses 105567.81 256459.29 6941.99 20284.50 
(54.74) (68.79) (50.20) (70.96) 

5. Operating Expenses 71604.80 105664.04 4890.96 7545.10 
(937.13) (28.34) (35.36) (26.39) 

6. Provisions/Contingencies 15668.05 10698.44 1996.97 756.90 
(8.13) (2.87) (14.44) (2.65) 

7. Total Exp(4+5+6) 192840.66 372821.77 13829.92 28586.50 
(100.00) (100.00) (100.00) (100.00) 

8. Net Profit(3-7) -42293.56 42997.00 -4832.55 -1125.92 

9. Per RRB Productivity 11067.82 23154.54 1590.64 34952.94 
(24.97)* (19.29)* (23.58)* (20.42)* 

10. Per Branch Productivity 149.64 317.38 165.64 361.67 
((24.48)* (18.33)* (23.58)* (20.56)* 

11. Per Employee Pr. 30.44 64.57 27.61 60.23 
(24.03)* (18.33)* (23.58)* (16.59)* 

Source : Compiled and computed from data based on Financial Analysis of RRBs, NABARD; 
Statistical Tables Relating to Banks in India, RBI Bulletin; and Statistics on RRBs, 
NABARD (various issues). 

Notes: Figures in brackets are the percentages to the total amount. 
* Percentage of Growth over the previous year. 

'-'indicates negative profit (i.e., foss). 
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(14.44%) respectively. After four years in 1999-2000 the amount of interest income 

and non-interest income increased to Rs. 25756.85 lakhs (93.80%) and 1703.73 

lakhs (6.20%) respectively (Table 6.2) as against the year of 1995-96 as well as 

the total income of the RRBs increased toRs. 27460.58 lakhs during that period . 
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Side by side, excepting provisions/contingencies all components of expenditure also 

increased in 1999-2000 as against the year of 1995-96 and consequently the total 

expenditure increased from Rs. 13829.92 lakhs in 1995-96 toRs. 28586.50 lakhs 

in 1999-2000. But the combined net loss decreased from Rs. 4832.55 lakhs in 1995-

96 to Rs. 1125.92 lakhs in 1999-2000 (i.e., the growth of income were greater than 

the growth of expenditure) which indicated the improvement of RRBs in the state. 

As a result in 2000-2001 all RRBs in the state earned a profit, the total amount of 

profit of their together was Rs. 1565 lakhs. 

Table 6.2 shows that the average per RRB and per branch productivity of 

RRBs at the state level was always higher than that at the national level, but in case 

of per employee productivity the picture was just reverse. In the West Bengal, the 

amount of per RRB, per branch and per employee productivity increased from Rs. 

15901.64 lakhs, Rs. 165.64 lakhs and Rs. 27.61 lakhs in 1995-96 to Rs.34952.92 

lakhs, Rs. 361.67 lakhs and Rs. 60.23 lakhs respectively in 1999-2000. Whereas, in 

India the corresponding figures increased from Rs. 11067.82 lakhs, Rs.149.64 lakhs 

and Rs. 30.44 lakhs to Rs.23154.54 lakhs, Rs.317.38 lakhs and Rs:64.57 lakhs 

respectively during that period. As on 31 51 March 2000, the growth over the 

previous year of these three performance indicators of RRBs in West Bengal was 

little higher than that at the national level. 

6.4.3 Growth Analysis (1995-96 to 1999-2000) 

The growth rates in income and expenditure of the bank were found to be 

significant in all the periods. The growth in these two indicators was observed to be 

higher in the establishment period followed by the overall period and the 

development period (Hossamani, 2002). When the growth percentage of income of 

a bank exceeds the growth percentage of expenditure then that bank is able to earn 

profit and it should be noted that this depends on previous year's income and 

expenditure amount also. Before 1998, most of the RRBs in the country as well as 

in the state of West Bengal had incurred losses because their growth percentages 

of income were generally lower than the growth percentages of expenditure. On and 

after the year 1998 most of the RRBs at the both level turned from loss to profit, i.e., 

their growth percentages of income were higher than the growth percentages of 

expenditure during that time. 
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Table 6.3: Growth percentages over Five Years (1995-96 to 1999-2000) 

India(%) West Bengal(%) 

1. Interest Income 178.87 205.96 

2. Other Income 134.65 194.26 

3. Total Income 176.21 205.21 

4. Interest Expenses 142.93 192.20 

5. Operating Expenses 47.57 54.27 

6. Provisions/Contingencies -31.72 -62.10 

7. Total Expenses 93.33 106.70 

8. Volume of Business 109.21 119.81 

9. Per RRB Productivity 109.21 119.81 

10. Per Branch Productivity 108.91 118.29 

Source : Computed from data based on Financial Analysis of RRBs (1995-96), NABARD, 
Statistical Tables Relating to Banks in India (1999-2000), RBI Bulletin and 
Statistics on RRBs (various issues), NABARD. · 

Note : '-' sign indicates negative growth. 

The growth percentages of inco_me, expenditure, volume of business 1 , per 

RRB productivity2 and per branch productivity3 of RRBs in the country as well as in 

the state of West Bengal over five-year period between 1995-96 and 1999-2000 are 

given in Table 6.3 which revealed the following : 

At the national level, the growth rate of interest income and other income 

were 178.87% and 134.65% respectively, while at the state level these were 

205.96% and 194.26% respectively which showed that both were higher at the state 

level than national level . Consequently, the growth rate of total income at the state 

level (205.21 %) was higher than the national level (176.21 %) by 29% over the five

year period between 1995-96 and 1999-2000. On the other hand , the growth rafe 

of interest expenses and operating expense$ at the national level were 142.93% 

and 47.57% respectively while at the state level these were 192.20% and 54.27% 

respectively which show that both were higher at the state level than the national 

level. Consequently, also the growth rate of total expenditure at the state level 

(1 06.70%) was higher than that at the national level (93.33%) by 13.37% over the 

same period. But the positive difference between the growth rate of income and the 

growth rate of expenditure of RRBs in West Bengal was higher than that in India. 
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This implies that the efficiency of RRBs at the state level improved at the high 

level than that at the national level. 

Table 6.3 also shows that excepting provisions/contingencies, for nine 

indicators growth rates were positive . Provisions/contingencies decreased over the 

five-year period at both levels, but the decreasing rate was higher at state level than 

the national level. 

Growth rate of volume of business , per RRB productivity and per branch 

productivity over the five-year period between 1995-96 and 1999-2000 were 

109.21 %, 109.21% and 108.91% respectively at the national level , while at the state 

level those were 119.81%, 119.81% and 118.29% respectively during the same time 

period which showed that in these three cases the growth rates were higher at the 

state level than the national level. It also indicated that RRBs' efficiency for state 

level grew at higher level than that for national level. 

6.4.4 Ratio Analysis 

The financial ratio analysis is very helpful to show the performance of the 

bank. This ratio represents the relationship between the two accounting figures 

expressed mathematically. In the financial analysis, a ratio is used as an idea or 

yardstick for evaluating the financial performance or status of a bank or an 

institution against certain standards (Hosamani , 2002) . There are various kinds of 

financial ratios which help in spotting trends towards better or poor performance and 

in finding significant deviations from an average or predetermined standard . 

In th is study 15 indicators or financial ratios have been used to assess and 

identify the various related factors of financial performance. These ratios are shown 

in the following Table 6.4, which revealed the following : 

During the period from 1995-96 to 1999-2000 many RRBs in the country as 

well as in the State of West Bengal entered profit arena and their aggregate 

accumulated losses declined. So, significant changes have taken place in the 

figures of financial ratio during the same period. The interest income ratio (r) of the 

RRBs at the national level showed marked improvement from 6.52 percent in 1995-

96 to 8.69 percent in 1999-2000 and the interest paid ratio (k) increased from 4.87 

percent to 5.65 percent at the same time . Consequently, the spread ratio (r-k) rose 
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from 1.65 percent to 3.04 percent at the same period i.e . the financial performance 

of RRBs improved during that time. 

Table 6.4 : Financial Ratios of RRBs in India and West Bengal. 

TN 0 T A W F ST RFNGAT. 

SI.No. Financial Ratios 1995-96 1999-2000 1995-96 1999-2000 

or Key Indicators 

1. Interest Income Ratio( r) 6.52 8.69 5.88 8.19 

2. Interest Paid Ratio (k) 4 .87 5.65 4.85 6.45 

3. Manpower Expenses 2.79 2.02 2.93 2.08 
Ratio(m) 

4. Non-interest Expenses 0.42 0.47 0.40 0.54 
Ratio (c) 

5. Other Expenses Ratio (0) 0.51 0.55 0.49 0.56 

6. Non-1 nterest Expenses 3.30 2.57 3.42 1.64 
Ratio (n) 

7. Spread Ratio (s)=(r-k) 1.65 3.04 1.03 1.74 

8. Burden Ratio(b)=(n-c) 2.88 1.69 3 02 2.10 

9. Profitability Ratio(p )=( s-b) -1.23 1.35 -1 .99 -0.36 

10. Net Profit to total Assets * 1 01 * -0.37 
Ratio (NPTAl 

11 Gross Ratio (GR) 128.09 89 .66 153.71 104.10 

12. Operating Ratio (OR) 47.56 25.41 54.36 27.48 

13. Credit Deposit Ratio 52 .90 40.94 47.58 31.77 
(CDR) 

! 14. Recovery percentage 55.10** 64 09** 34.35** 43.98** 

15. Gross NPA% to 43 .07 23 .07 56.74 
Advances 

Source · Computed from data based on Fmanctal Analysts of RRBs( 1995-96), NABARD, 
Statistical Tables Relating to Bank in India (1999-2000) . 

Notes • * The value was snot calculated since some data were not available 
** Recovery percentages as at the end of June of previous year. 

On the other hand , at the state level the interest income ratio ( r) of the 

RRBs showed also marked improvement from 5.88 percent in 1995-96 to 8.19 

percent in 1999-2000, while the interest paid ratio(k) rose from 4.85 percent to 6.45 

percent. it was a major change. As a result the spread ratio (s=r-k) at the state 

level increased by 0. 71 percent only, from 1 03 percent in 1995-96 to 1. 7 4 percent 

in 1999-2000 , whereas at the national level it increased by 1.39 percent during that 

35.95 
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period (Table 6.4). As a result, the profitability ratio became positive at the national 

level and it was remained at negative at the state level. 

In the country the manpower expenses ratio (m) decreased significantly from 

2.79 percent to 2.02 percent during that period and the other expenses ratio (o) 

increased a little from 0.51 percent to 0.55 percent. Consequently, the non-interest 

expenses (n) decreased from 3.30 percent to 2.57 percent, while non-interest 

income ratio ( c) increased from 0.42 percent in 1995-96 to 0.47 percent in 1999-

2000, resulting in decrease in burden ration (b=m+o-c, or, b=n-c) from 2.88 percent 

to 1.69 percent at that period. This indicates the improvement in inefficiency of 

RRBs. 

Table 6.4 also shows that at state level the manpower expenses ratio (m) 

declined from 2.93 percent to 2.08 percent and the other expenses ratio (o) rose a 

little from 0.49 percent to 0.56 percent, as a result the non-interest expenditure ratio 

(n) decreased from 3.42 percent to 2.64 percent during the period from 1995-96 to 

1999-2000. On the other hand, the non-interest income ratio ( c) increased from 

0.40 percent to 0.54 percent. Consequently, the burden ratio (r) declined from 

3.02 percent to 2.10 percent, but it was higher than the spread ratio (1.74%). 

Hence, during 1995-96, due to the higher burden compared to the spread 

most of the RRBs at both levels( national and state level) incurred losses. At that 

time at the national level, the burden ratio was higher than spread ratio by 1.23 
1 

percent , as a result the profitability ratio (p = s- b) was negative at 1.23 percent. 

Also, at the state level the profitability ratio was negative at 1.99 percent which 

was higher than the national level. 

But, in 1999-2000 at the national level the spread ratio exceeded the burden 

ratio, the spread ratio was at 3.04 percent while the burden ratio was at 1.69 

percent, as a result the RRBs showed positive profitability ratio (1.35%) instead of 

negative profitability ratio (1.23%) in 1995-96. On the other hand, at the state level 

the figure was not the same, in 1999-2000 the profitability ratio was negative too, 

but it declined to 0.36 percent from 1. 99 percent in 1995-96, and it was positive in 

2000-01. All RRBs in the state earned profit during 2000-01, the total amount was 

Rs. 1565 lakhs after covering the accumulated losses of the previous year(Table 

6.16). 
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The burden was high in 1995-96 due to increased manpower expenses 

coupled with increased non-interest expenses, the reason was the award of higher 

pay scales to the bank employees. And the spread ratio was low at that time due 

to low level of interest earned on advances and increase in the interest paid on 

deposits and borrowings. 

During the period from 1995-96 to 1999-2000 the RRBs at the national level 

earned the highest level of profit in the year 1999-2000 due to a higher spread 

compared to burden. In spite of increase in the interest expenditure, a higher level 

of spread was obtained due to increase in the interest income, earned on advances. 

In this year many RRBs in the. country had been able to earn a profit of Rs. 

42930.77 lakhs together after covering even the accumulated losses in the 

previous years. It was a remarkable performance and excellent recovery due to the 

turn around strategy adopted by the banks. Thus, the net profit to total assets ratio 

turned to be positive at 1.01 percent (Table 6.4) at the national level, but it was 

negative at 0.37 percent at the state level. 

Gross ratio4 compared the total expenses of a bank to its gross income 

earned during a given period. It was evident from Table 6.4 , that the value of the 

gross ratio during the year 1995-96 was higher (128.09%) than that in 1999-2000 

(89.66%). At the. earlier period it was more than 100 percent due mainly to higher 

level of expenses over the gross income of the bank and at the latter period it was 

less than 1 00 percent due to faster growth rate of income than expenditure. The 

higher level of this ratio revealed that the major proportion of income was being 

utilized to meet the expenses of the bank. From the view point of service, the 

higher proportion of expenses in the gross income was acceptable, but from the 

point of view of sustainability, perhaps necessitated a higher margin of profit by 

reducing the total expenses of the bank on one hand and increasing the gross 

income of the bank on the other hand. At th-e state level, this ratio also declined 

from 153.71 percent in 1995-96 to 104.10 percent in 1999-2000. It was higher than 

the national level in every year during that period. 

Table 6.4 also shows that the operating ratio, the ratio which shows the 

proportion of the gross income being used for meeting the operating expenses and 

indicates the operating efficiency and important to management in judging its 

operations, decreased from 47.56 percent in 1995-96 to 25.41 percent in 1999-
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2000 in the country. It also declined in the state of West Bengal from 54.36 percent 

to 27.48 percent during that period, but it was higher than that at the national level. 

These figures indicates the improvement of operating efficiency and management 

system of the RRBs at the state level as well as national level. 

The Credit Deposit (C-D) ratio is an important indicator for evaluating the 

performance of a financial institution and this ratio indicated the deployment of 

advances out of the mobilized resources. Table 6.4 shows that the C-D ratio 

decreased from 52.90 percent and 47.58 percent in 1995-96 to 40.94 percent and 

31.77 percent in 1999-2000 at the national and state level respectively. At the initial 

period of all RRBs, the rate of growth in C-D ratio was higher due to higher rate of 

growth in advances over deposits which was non-significant. It was observed that 

the C-D ratio showed a declining trend due to higher rate of growth in deposits 

over the advances which was significant to improve financial performance of 

RRBs. A lower C-D ratio was advisable for the bank from the view point of 

profitability and in this re.gard the declining trend in C-D ratio in the development 

period was a right phenomenon. In an earlier study, it was observed that lowest C

D ratio was associated with the largest profit making RRBs of Uttar Pradesh and 

even lndia(Sangwan, 1989). At the end of the millennium, itwas also, evidently true 

for the RRBs in West Bengal. It corroborated the observation that more advances 

were not positively associated with profits of Regional Rural Banks. 

Table 6.4 shows that the percentage of recovery increased from 55.10 

percent as on 31 June 1995 to 64.09% as on 31 June 1999 in the country, while in 

the state it increased from 34.35 percent to 43.98 percent during that period which 

showed improvement on recovery as well as efficiency of the bank at both levels. 

It was also revealed that the NPA percentage declined from 43.07 percent 

in 1995-96 to 23.07 percent in 1999-2000 at the national level, while at the state 

level it decreased from 56.74 percent to 35.95 percent during that period which 

also indicated the improvement in efficiency of the bank at -both levels, but it was 

faster at the national level than the state level. The NPA level has been high in past 

due to low repayment (i.e., recovery) performance of the RRBs. This was mainly 

due to poor quality of loan portfolio which consisted of substantial share of lending 

under Government sponsored programmes (Deshpande and Shrivastava, 1999). 

To uplift the viability and profitability conditions of RRBs prudential norms were 
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introduced in the year 1995-96 with application of income recognition norms in 

1995-96 and provisioning norms in 1996-97 for the first time. Those contributed 

substantially in improving profitability of RRBs in 1997-:-98 and later years. 

6.5 RRB-wise Profitability and Viability Performance in the State 

An attempt has been made in the following discussion to review the 

profitability and viability of the RRBs of the State for a period of four years from the 

year 1996-97 to 1999-2000. In the state, no RRB had been able to earn profit before 

the year 1996. As on 31 March 1996, only Howrah Gramin Bank earned profit of 

Rs. 35.4 lakhs. Two more RRBs, viz., Bardhaman and Murshidabad Gramin Bank 

were included to the profit arena in the next year. At the end of March of 2001, all 

RRBs in the state had been able to earn profit of Rs.1565 lakhs together. So, during 

this time period, there had been so many changes in the working results of RRBs 

in the state which are analyzed below : 

6.5.1 Income, Expenditure and Productivity 

6.5.1.1 Gour Gramin Bank (GGB) 

Information regarding the income expenditure and productivity which are 

raised by Gour Gramin Bank (GGB) during the period from 1996-97 to 1999-2000 is 

represented in Table 6.5, which discloses the following : 

The gross income of GGB which stood at Rs. 1092.20 lakhs in 1995-96, 

moved up to Rs. 3364.68 lakhs in 1999-2000, exhibiting 3.08 folds increase during 

the period while the gross expenditure of the bank rose from Rs. 2392.11 lakhs in 

1995-96 to Rs. 4196.67 lakhs in 1999-2000, showing 1. 75 folds increase during 

that period , i.e .. the growth rate of income (208.06%) over the five-"year period 

between 1995-96 to 1999-2000 was higher than the growth rate of expenditure 

(75.44%). As a result, the amount of loss decreased from Rs. 1299.91 lakhs in 

1995-96 to Rs. 831.99 lakhs in 1999-2000. The highest loss of the bank was in the 

year 1996-97 of Rs.1866.731akhs. 

The growth rate of income of GGB over the five-year period from 1995-96 to 

1999-2000 was more than the average growth rate of income of RRBs in the stat~ 

(205.96%) (Table 6.3) while the growth rate of expenditure was less than the 

average growth rate of that at the state level (106.70%) during that period which 

indicated the improvement of efficiency of the bank. 
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Table 6.5 : Income , Expenditure and Productivity of Gour Gramin Bank 
( Rs. in lakhs) 

SI.No. INCOME 1995-96 1996-97 1997-98 1998-99 1999-00 

1 Interest on Advances 508.86 734.98 823.00 837.75 1193.41 
(46.59) ( 45.12 ) ( 38.57) ( 33.34) . (35.47) 

2. Interest on Investment and 533.88 823.85 1214.00 1573.94 1887.61 
Bank Balances ( 48.88) ( 50.58) ( 56.89) ( 62.63) (56.10) 

3. Commission 7.27 10.34 15.00 15.36 21.99 
(0.07) (0.63) (0.70) (0.61) (0.65) 

4. Other Income 42.19 59.78 82.00 86.01 . 261.67 
(3.86) (3.671 _{3.84) (3.42} _{7.78) 

5 Total Income 1092.20 1628.95 2134.00 2513.06 3364.68 
(100.00) _(100.00J (_100.001 . (100.00) (100.00)_ 

EXPENDITURE 
6 Interest on Deposits 878.88 1484.81 1822.00 2160.77 2607.18 

(36,74) (42.47) (58.93) (_53.00) (62.12) 
7 Interest on RBI/ Inter Bank 12.17 158.32 0.00 178.11 196.62 

Funds . (_0.51}_ (4.53) _{0.00_1 (4.87) (4.69) 
8 Interest on others 152.04 0.00 191.00 0.00 0.00 

(6.36) (0.00) (6.18) (0.00) (0.00) 
9 Wage Bill 721.68 788.59 929.00 1090.42 1138.67 

(30.17) (22.56) (30.05) (26.75) (27.13) 
10 Other Operating Expenses 104.55 121.48 150.00 647.64 254.20 

(4.37) (3.48) (4.85) (15.89) (6.06) 
11 Provisions and Cantin- 522.79 942.55 0.00 0.00 0.00 

gencies (21.85) (26.96) 0.00 0.00 0.00 
12 Total Expenditure 2392.11 3495.93 3092.00 4076.74 4196.67 

(100.00) (100.00) (100.00) (100.00) (100.00) 
13 ProfiULoss(5-12) -1299.91 -1866.73 -958.00 -1563.88 -831.99 

PRODUCTIVITY 
14 Per Branch Productivity 164.20 208.17 245.60 274.42 318.21 

_{2.2.29)* (26.78)* (17.90)* (11. 73)* (15.96)* 
15 Per Employee Productivity 25.83 33.00 38.94 44.82 52.39 

(22.82)* _(27.96)* _{_18.00)* (15.1Q)* _{16.89)_* 

Source : Compiled and computed from data based on Statistical Tables Relating to Banks in India, 
RBI Bulletin and Statistics on RRBs, NABARD. 

Notes : 1. Figures in brackets are the percentage shares to the total amount. 
· 2. Growth rate over the previous year. 

3. ·-· indicates negative profit (i.e., loss) 

Table 6.5 also shows that the percentage share of interest on advances to 

the total income of the bank decreased from 46.59% to 35.47% but the percentage 

share of interest on investments and bank balances rose from 48.88% to 56.10% 

during that period from 1995-96 to 1999-2000. On the other hand, the percentage 

shares of commission and other income to the total amount of income were 

negligible , these range between 0.50% and 8.00% only though the share of other 

income increased from 3.86% to 7.78% during the same time, it was lower than the 

average share of that in the state in the year 1995-96 (6.02%), but higher in 1999-
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2000 (6.20%) (Table 6.2). These results revealed the diversification of function of 

the bank and improvements of its efficienc~. 

During the period from 1995-96 to 1999-2000, the share of interest on 

deposits to the total amount of expenditure increased tremendously from 36.74% in 

1995-96 to 62.12% in 1999-2000. The amount of interest on deposits increased 

from Rs. 878.88 lakhs to Rs. 2607.18 lakhs showing about 3 folds growth during 

that period. On the other hand, the share of provisions and contingencies to the 

total expenditure decreased from 21.85% to zero per cent at the same period. It 

was highest (Rs. 942.55 lakhs) in the year 1996-97 and in that year the amount of 

loss of the bank was also the highest at Rs. 1866.731akhs. Hence, it could be said 

that the cost of provisions and contingencies was an important reason behind the 

huge loss of the bank. The percentage shares of all other components of the 

expenditure were remained more or less same during that period from 1995-96 to 

1999-2000. 

It could be seen from the Table 6.5 that the growth rates of per branch 

productivity and per employee productivity over the previous year were found to be 

the highest in the year 1996-97 at 26.78% and 27.76% respectively which were 

non-significant growth, because at that time the bank incurred more losses. At the 

end of March, 2000 the per branch and per employee productivity of the bank 

were of Rs. 318.21 lakhs and Rs. 52.39 lakhs respectively, both were less than the 

state level (Rs. 361.67 lakhs and Rs. 60.23 lakhs, Table 6.2) and their growth rate 

over the previous year were 15.96% and 16.89% respectively. These growth rate 

over the previous year were 15.96% and 16.89% respectively. These growth rates 

were also less than the state level which indicated improvement in efficiency of the 

bank but it was lower than the average figure at the state level. 

6.5.1.2 Mallabhum Gramin Bank (Mai.GB) 

The working results regarding income , expenditure and productivity of 

Mallabhum Gramin Bank (Mai.GB) for the period of 1995-96 to 1999-2000 are given 

in Table 6.6 which reveal the following : 

In 1995-96, the total income of Mai.GB was Rs. 1897.80 lakhs against the 

total expenditure of Rs. 3002.84 lakhs, so the amount of the loss was Rs. 1105.04 

lakhs. The bank continued in loss up to the year 1998-99. The highest amount of 

loss was Rs. 1594 lakhs in 1996-97 and it was decreasing from the next year to 
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1998-99 and the loss turned as profit in 1999-2000 at Rs.44.33 lakhs (Table 6.6). 

The total income of the bank rose to Rs.5797.74 lakhs in 1994-2000, showing 

increasing trend, the growth over the period from 1995-96 to 1999-2000 was above 

3 folds, while the total expenditure of the bank increased to Rs.5753.44 lakhs, 

showing mixed trend during that period and the growth of this was below 2 folds , 

i. e., the growth rate of income (205.50%) over the five-year period was higher than 

that of expenditure (91 .60%). In comparison to the average figure at the state level 

(Table 6.3) the growth rate of income of the bank was almost same but the growth 

rate of expenditure was lower during that period . Consequently, the bank turned to 

profit from loss in the year 1999-2000. 

Table 6.6 : Income , Expenditure and Productivity of Mallabhum Gramin Bank. 
(Rs. in lakhs) 

SI.No . INCOME 1995-96 1996-97 1997-98 1998-99 1999-00 
1 · Interest on Advances 472 .13 687.00 860.00 1001.14 1480.97 

(24.88) (24.79) (24.56) (21 .57) (25.71 ) 
2. Interest on Investment and 1256.83 1823.00 2336 .00 3222.65 3959.26 

Bank Balances (66.23) (65.79) (66.72) (69.42) (68 .74) 
3. Commission 160.1 3 217.00 246.00 227 .13 357 .50 

(8.44) (7.83) (7 .03) (4.89) (6.21 ) 
4. Other Income 8.71 45.00 59.00 190.84 0.03 

(0.46) (1.62) (1.69) (4 11 ) (0.00) 
5 . Total Income 1897.80 2771.00 3501 .00 4641 .76 5797.74 

; EXPENDITURE 
6 Interest on Deposits 1417.41 2026.00 2896.00 3325 .00 3976.54 

(47.20) (46.4 11 _{67.21 ) (67.42) (69.12) 
7 Interest on RBI/ Inter Bank 175.18 138.00 140.00 125.19 0.00 

i Funds (0.00) _{_3.16)_ _(3.25) (2.54) (0.00) 
. 8 Interest on others 0.00 0.00 0.00 0.00 0.00 
I (0.00) (0.00) _(0.00) (0.00) (0.00) 
' 9 Wage Bill 967.66 1069.00 11 51 .00 1359 .35 1447.09 
i i (33.22) _(24.49}_ J26.71 l (27.56) (25 .15) 
I 10 I Other Operating Expenses 131 .56 100.00 106.00 122.40 132.87 
I (4.38) (2.29) (2.46) (2.48) (2.31) 
I 11 Provi sions and Cantin- 361 .06 1032.00 16.00 122.40 132.87 

gencies (12.02) (23 .64) (0 .37) (2.48) (2.31 ) 
! 12 Total Expenditure 3002.84 4365.00 4309.00 4931 .97 5753.41 

I (100.00) (100.00) _{100.001 (100.00) (100 .00) 
13 ProfiULoss(5-12} -105.04 -1594.00 -808.00 -290.21 44.33 

PRODUCTIVITY 
14 Per Branch Productivity 179.13 217.98 259.19 323.00 391 .70 

(19.60)* (21.69)* (18 .91) (24.62) (2127) 
i 15 Per Employee Productivity 26.63 32 .54 38.69 48.42 58 .77 

_{_19.69}* (22.19)* (18.90)* (25 .15)* (21 .38}* 
Source • Compiled and computed from data based on StatJstJcal Tables Relatmg to Banks 

in India, RBI Bulletin and Statistics on RRBs, NABARD. 
Notes • 1 Figures in brackets are the percentage shares to the total amount 

2. Growth rate over the previous year 
3. '-' indicates negative profit (i.e., loss) 
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· The share of interest advances to the total income of the bank remained 

almost same or changed marginally during the period from 1995-96 to 1999-2000. 

It stood between 21.00% and. 26.00%, was tlw lowest in the year 1998-1999 at 

21.57% and rose to 25.71% in -the next year. This statement was also applicable 

regarding the share of interest on investment and bank balances which ranged 

between 65.50% and 60.50%. The shares of other components of income , viz., 

commission and oth~r income, were not important. These figures of the bank were · 

ll)Ore or less equal to the average figures of the state level. 

On the other hand, the Table 6.6 shows that the share of interest on deposits 
i 

t6 the total amount of expenditure of Mai.GB increased from 47.20% in 1995-96 to 

69.12% in 1999-2000, showing increasing trend, the growth of its amount was 2.8 

folds during that time. While the share of provision and contingencies decreased 

from 12.02% to 0.80% which was one of the important causes to turn from loss to 

profit. The amount of wage bill rose from Rs. 967.66 lakhs in 1995-96 to Rs. 

1447.09 lakhs in 1999-2000 which was the highest in every year during five-year 

period & from 1995-96 to 1999-2000 in comparison to the other RRBs in the state, 

because the number of employees of the bank was the highest over the period. The 

percentage share of wage bill to the total expenditure reduced from 32.22% in 1995-

96 to 25.15% in 1999-2000 which indicated the improvement of viability per

formance of the bank. 

Table 6.6 also shows that the per branch and per employee productivity rose 

from Rs. 179.13 lakhs and Rs. 26.63 lakhs in 1995-96 to Rs.391. 70 lakhs and 

58.77 lakhs in 1999-2000 respectively. In every year during the period from 1995-

96 to 1999-2000 the per branch productivity of the bank was higher than the 

average figure of that at the state level. but in case of per employee productivity 

the figure was the reverse during that period which revealed a weak aspect of the 

bank in comparison with some other RRBs in the state. 

6.5.1.3 : Mayurakshi Gramin Bank (Mayu.GB) 

During the period from 1995-96 to 1999-2000 , the amount of income, 

expenditure and productivity of Mayurakshi Gramin Bank (Mayu.GB) has been 

furnished in Table 6.7 which reveals the following: 

The total amount of income of Mayu.GB increased from Rs. 744.84 lakhs in 

1995-96 to Rs. 2334.06 lakhs in 1999-2000, showing increasing trend and indicated 
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3.13 folds growth during the period between 1995-96 to 1999-2000. While the total 

amount of expenditure of the bank increased from Rs. 1204.59 lakhs to Rs.2827.73 

lakhs during the same period, exhibiting a continuous rising trend and indicated 

2.35 folds growth over that period. The amount of loss was Rs. 459.75 lakhs in 

1995-96 and Rs. 493.67 lakhs in 1999-2000. The bank incurred loss in every year 

during that period and the amount of loss was the highest in the year 1996-97 at 

Rs. 724.00 lakhs and it was the lowest in 1997-98 at Rs. 312.0 lakhs. The growth 

/ 

Table 6.7: Income, Expenditure and Productivity of Mayurakshi Gramin Bank. 
( Rs. in lakhs) 

SI.No. INCOME 1995-96 1996-97 1997-98 1998-99 1999-00 
1 Interest on Advances 245.37 343.00 427.00 507;82 599.91 

(32.94) (30.27) (25.10) {29.33) {25.70) 
2. Interest on Investment and 437.77 695.00 902.00 1130.94 1550.93 

Bank Balances (58.77) (61.34) (53.03) (65.32) . {66.45) 
3. Commission 53.46 87.00 70.00 86.78 124.46 

(7.18) (7.68) (4.12) {5.01) {5.33) 
4. Other Income 8.24 8.00 302.00 5.56 58.76 

(1.11) (0.71) {17.75) l0.32) {2.52) 
5 Total Income 744.84 1138.00 1701.00 1731.30 2334.06 

(100.00) (100.00) (100.00) (100.00) (100.00) 
EXPENDITURE 

6 Interest on Deposits 570.05 1005.00 1358.00 1256.28 1909.44 
(47.32) (54.12) . (67.46) (60.34) (67.53) 

7 Interest on RBI/ Inter Bank 60.99 71.00 71.00 71.79 82.52 
Funds (5.06) (3.82) (3.53) (3.45) (2.92) 

8 Interest on others 0.00 0.00 0.00 0.00 0.00 
(0.00) (0.00) (0.00) (0.00) (0.00) 

9 Wage Bill 435.86 464.00 543.00 636.45 673.33 
(36.18) (24.99) (26.97) 

10 Other Operating Expenses 32.69 37.00 41.00 54.22 67.43 
(2.71) (1.99) (2.04) (2.60) (2.38) 

11 Provisions and Contin- 105.00 280.00 0.00 63.13 95.31 
_gencies (8.72) (15.09) (0.00) (3.03) (3.37) 

12 Total Expenditure 1204.59 1857.00 2013.00 2081.87 2827.93 
(100.00) (100.00) (100.00) (100.00) (100.00) 

13 Profit/Loss(S-12) -459.75 -724.00 -312.00 -350.77 -493.67 
PRODUCTIVITY 

14 Per Branch Productivity 174.12 227.16 282.00 338.53 396.83 
(24.97)* (30.46)* (24.14)* (20.05)* (17.22)* 

15 Per Employee Productivity 24.29 31.75 39.42 47.32 55.47 
(25.29)* (30.71)* (24.16)* (20.04)* (17.22)* 

Source : Compiled and computed from data based on Statistical Tables Relating to Banks in 
India, RBI Bulletin and Statistics on RRBs, NABARD. 

Notes : 1. Figures in brackets are the percentages shares to the total amount. 
2 . * Growth rate over the previous year 
4. '-' indicates negative profit (i.e., loss). 

rate of income of the bank over the five-year period was 21.3.36% which was 

higher than the average growth rate of that in the state and it indicated 
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improvement in efficiency of the bank, but the growth of expenditure (134.75%) 

was also higher than the state level figure which indicated inefficiency on the part of 

the bank. 

The amount of interest on advances of Mayu.GB rose from Rs. 245.371akhs 

in 1995-96 to Rs. 599.91 lakhs in 1999-2000, exhibiting increasing trend, but its 

share to the total income decreased from 32.94% to 25.70% during that period and 

showing a decreasing trend. While the amount of interest on investment, bank 

balances and others and its percentage share to the total income increased from 

Rs.437.77 lakhs and 58.77% in 1995-96 toRs. 1550.93 lakhs and 66.45% in 1999-

2000, showing increasing trend in amount but mixed trend in share during that 

period from 1995-96 to 1999-2000. On the other hand, in case of commission and 

other income marginal change was found during that period. 

Table 6.7 shows that the amount and percentage share of interest on 

deposits to the . total expenditure increased together from Rs. 570.05 lakhs and 

47.32% in 1995-96 to Rs.1909.44 lakhs and· 67.53% in 1999-2000, indicating 

continuous increasing trend during that period, these results had shown the 

improvement of the bank regarding mobilization of deposits. While the amount of 

interest on RBI/inter bank funds increased marginally and its percentage share 

decreased from 5.06% to 2.02%. Also, the amount of wage bill increased but its 

share to the total expenditure decreased from 36.18% to 23.81% showing mixed 

trend during that period.· Other components of expenditure in amount and also in 

percentage shares were negligible. 

The amount per branch and per employee productivity of Mayu.GB rose 

from Rs. 17 4.12 lakhs and Rs. 24.29 lakhs in 1995-96 to Rs. 396.83 lakhs and 

55.47 lakhs in 1999-2000, showing continuous increasing trend during that time and 

their growth rate over the previous year first increased then decreased from 1997-

98 to 1999-2000. As on 31 March, 2000 the per branch productivity of the bank 

(Rs. 396.83 lakhs) was higher than the average of that at the state level (Rs. 

361.67 lakhs) which indicated the development of the performance of the bank 

regarding volume of business as well as its viability. But, at that time per employee 

productivity of the bank (Rs. 55.47 lakhs) was lower than the state level (Rs. 60.23 

lakhs) which was non significant. 
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6.5.1.4 Uttar Banga Kshetriya Gramin Bank (UBKGB) 

The information about income, expenditure and productivity of Uttar Banga 

Kshetriya Gramin Bank (UBKGB) during the period from 1995-96 to 1999-2000 is 

presented in Table 6.8 which reveals the following: 

The gross income of UBKGB was Rs. 894.78 lakhs in the year 1995-96 

against the gross expenditure of Rs. 1453.97 lakhs atthat time .which revealed the 

losses of Rs. 559.19 lakhs. Out of total income, interest on investment and bank 

balances had highest percentage share of 61.55% (Rs. 550.78 lakhs) followed by 

interest on advances by 24.79% (Rs. 221.83 lakhs). While the share of commi

ssions and other income were 10.54% (Rs.94.28 lakhs) and 3.12% (Rs. 27.89 

lakhs) respectively only during that time. The total amount of income of the bank 

increased to Rs.1352.00 lakhs in the year 1997-98, while the total amount of 

expenditure increased to Rs.1338.00 lakhs at the same year which was lower than 

the total income and as a result the bank earned profit of Rs. 14.00 lakhs. But, in 

next year again incurred with loss of Rs.538.97 lakhs, because the growth rate of 

expenditure over previous year was higher than that of income of the bank, which 

indicated the diminution of efficiency of the bank. 

As on 31 March, 2000 the amount of total income increased to Rs.2687.86 

lakhs and total expenditure rose to Rs. 3019.14 lakhs, the growth rate of income 

(32.24% ) over previous year was higher than that of expenditure (17.41%), 

consequently the amount of loss decreased to Rs.331.38 lakhs. The bank could 

able to maintain that trend and turned to profit from loss in the year 2000-01 (Table 

6.16) .. 

Table 6.8 shows that the percentage share of interest on deposits and its 

amount increased from 44.90% and Rs. 652.761akhs in 1995-96 to 56.88% and Rs. 

1717.23 lakhs in 1999-2000, showing mixed trend during that period. The shares 

of interest on RBI!inter Bank Funds were very little during that time, which lay 

between 0.20% and 4.78%. 

Provisions and contingencies was a major component of the expenditure of 

the bank in the year 1996-97. Its share to the total income was 44.15% at that year, 

which was the most important cause behind the highest loss of the bank; the 

amount of loss was Rs.1138.00 lakhs. But it was astounding thing that the bank 

could able to decrease the amount of provisions and contingencies from Rs. 898.00 
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lakhs in 1995-97 to zero in 1997-98, turned to profit at Rs. 14.00 lakhs. The trend of 

other components of expenditure of the bank was mixed, among which wage bill 

was an important component and it contained from 19.32% to 34.45% share to the 

total expenditure of the bank during the period from 1995-96 to 1999-2000. The 

amount of wage bill rose from Rs.500.82 lakhs to Rs.879.10 lakhs during that 

period. 

Table 6.8: Income, Expenditure and Productivity of Uttar Banga Kshetriya 
Gramin Bank. 

( Rs. in lakhs) 
SI.No. INCOME 1995-96 1996-97 1997-98 1998-99 1999-00 
1 Interest on Advances 211.83 354.00 530.00 518.96 788.89 

(24.79) (39.51) (39.20) (25.53) (29.35) 
2. Interest on Investment and 55078 517.00 787.00 1332.97 1628.17 

Bank Balances (61.55) (57.70) (58.21) (65.58) (60.57) 
3. Commission 94.28 25.00 34.00 21.34 26.96 

(10.54) (2.79) (2.51) (1.05) (1.00) 
4. Other Income 27.89 0.00 1.00 159.25 243.84 

(3.14) (0.00) (0.07) (7.84) (9.07) 
5 Total Income 894.78 896.00 1352.00 2032.52 2687.876 

(100.00) (100.00) (100.00) (100.00) (100.00) 
EXPENDITURE 

6 Interest on Deposits 652.76 633.00 799.00 1372.43 1717.23 
(44.90) (31.12) (59.72) (53.37) (56.88) 

7 Interest on RBI/ Inter Bank 69.49 4.00 4.00 76.62 71.80 
Funds (4.78) (0.20) (0.30) (2.98) (2.38) 

8 Interest on others 0.00 56.00 74.00 0.00 0.00 
(0.00) (2.75) (5.53) (0.00) (0.00) 

9 Wage Bill 500.82 393.00 433.00 758.91 879.10 
(34.45) (19.32) (32.36) (29.51) (29.12) 

10 Other Operating Expenses 144.50 50.00 49.00 191.34 211.24 
(9.94) (2.46) (3.66) (7.44) (6.70) 

I 11 Provisions and Cantin- 86.40 898.00 0.00 172.19 139.87 
i 

I 

Qencies (5.94) (44.15) (0.00) (6.70) (4.63) 
12 Total Expenditure 1453.97 2034.00 13338.00 2571.49 3019.24 

(100.00) (100.00) (100.00) (100.00) (100.00) 
13 ProfiULoss(5-12) -55.19 -1138.00 14.00 -538.97 -331.38 

PRODUCTIVITY 
14 Per Branch Productivity 154.50 194.29 220.57 268.61 342.86 

(23.66)* (25.75)* (13.53)* (21.78)* (27.14)* 
15 Per Employee Productivity 26.42 33.13 37.61 46.28 59.00 

(23.28)* (25.39)* (13.52)* (23.05)* (27.66)* 

Source : Compiled and computed from data based on Statistical Tables Relating to Banks in 
India, RBI Bulletin and Statistics on RRBs, NABARD. 

Notes : 1. Figures in brackets are the percentages shares to the total amount. 
2. * Growth rate over the previous year 
3. '-' indicates negative profit (i.e., loss). 

Table 6.8 also shows that per branch productivity of UBKGB both in amount 

and growth rate over the previous year increased from Rs.154.50 lakhs and 

23.66% in 1995-96 to Rs.342.86 lakhs and 27.14% in 1999-2000, showing 
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continuous increasing trend in the case of amount but in the case of growth rate 

over previous year a mixed trend was found . These results were also true for the 

per employee productivity of the bank because the number of branch and number 

of employee more or less remained the same or changed marginally during that 

period. The amount of per branch and per employee productivity increased from 

Rs .154.50 lakhs and Rs.26.42 lakhs in 1995-96 to Rs.342.86 lakhs and Rs. 59.08 

lakhs respectively in 1999-2000 and in every year during that period these were 

lower than the average figures at the state level. But the growth rates of per 

branch and per employee productivity of UBKGB (121.92% and 123.62%) over the 

five-year period from 1995-96 to 1999-2000 were higher than the average figure 

at the state level (119.81% and 118.29%) (Table 6.3) which indicated the faster 

improvement in efficiency of the bank than the state level as a whole. 

6.5.1.-5 Nadia Gramin Bank (NGB) 

The details about the total income , expenditure and productivity of Nadia 

Gramin Bank (NGB) during the period from 1995-96 to to 1999-2000 are presented 

in Table 6.9 which reveal the following : 

The gross income of NGB stood at Rs.539.27 lakhs in 1995-96 moved up 

to Rs.1967. 02 lakhs in 1999-2000, exhibiting 3.65 folds growth and showing 

continuous increasing trend during the period of 1995-96 to 1999-2000. While the 

gross expenditure of the bank rose from Rs .1 03.18 lakhs in 1995-96 to Rs.1787 .52 

lakhs in 1999-2000, indicating 1.62 folds increase during that period, i.e., the 

growth rate of income (264.76%) over the five-year period between 1995-96 and 

1999-2000 was higher than the growth rate of expenditure (62 .03%). As a result , the 

bank turned to profit from loss and the bank earned profit of Rs.179 .50 lakhs as on 

31 March, 2000. 

The growth rate of income of NGB was more than the average figure of 

that at the state level (205.96%, Table 6.3) , while the growth rate of expenditure 

was less than the average figure of that at the state level (106.70%) during the 

five-year period from 1995-96 to 1999-2000, which indicated the improvement of 

viability and efficiency of the bank. 

Table 6.9 shows that the percentage share of interest on advance to the 

total income of the bank decreased from 24.87% in 1995-96 to 20.14% in 1999-

2000 showing continuous increasing trend, but its amount increased from Rs. 
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134.10 lakhs to Rs.396.14 lakhs and exhibiting rising trend during that period. 

On the other hand, the share of interest on investment and bank balances to the 

total income was the highest in every year during that period which lay between 

71.55% to 75.61%. It was the highest in the year 1999-2000 and at that time the 

bank earned maximum profit during that period, i.e., interest on investment and 

bank balances was an important reason to earn profit by the bank. The amount of 

other components of income were not considerable during that time. 

Table 6.9 : Income, Expenditure and Productivity of Nadia Gramin Bank. 

(Rs. in lakhs) 

SI.No. INCOME 1995-96 1996-97 1997-98 1998-99 1999-00 
1 Interest on Advances 134.10 232.00 306.00 373.64 396.14 

(24.87) (24.34) (23.85) (23.28) (20.14) 
2. Interest on Investment and 400.35 709.00 918.00 1175.30 1487.31 

Bank Balances (74.24) (74.40) (71.55) (73.24) (75.61) 
3. Commission 4.82 12.00 58.00 11.17 19.61 

(0.89) (1.26) (4.52) (0.70) (5.00) 
4. Other Income 0.00 0.00 0.00 44.45 63.06 

(0.00) (0.00) (0.00) (2.78) (3.21) 
5 Total Income 539.27 953.00 1283.00 1604.65 1967.02 

(100.00) (100.00) (100.00) (100.00) (100.00) 
EXPENDITURE 

6 Interest on Deposits 372.77 551.00 708.00 902.34 1157.41 
(33.79) (40.40) (49.82) (58.45) (64. 75) 

7 Interest on RBI/ Inter Bank 76.97 100.00 .116.00 134.92 142.19 
Funds (6.98) (7.33) (8.16) (8.74) (7.95) 

8 Interest on others 0.00 0.00 0.00 0.00 0.00 
(0.00) (0.00) (0.00) (0.00) (0.00) 

9 Wage Bill 240.23 287.00 310.00 367.68 385.64 
(21.78) (21.04) (21.82) (23.82) (21.57) 

10 Other Operating Expenses 54.10 28.00 30.00 28.28 44.88 
(4.90) (2.05) (2.11) (1.83) (2.51) 

11 Provisions and Con tin- 359.11 398.00 257.00 110.60 57.40 
gencies (32.55) (29.18) (18.09) (7.16) (3.21) 

12 Total Expenditure 1103.18 1364.00 1421.00 1543.82 1787.52 
(100.00) (100.00) (100.00) (100.00) (100.00) 

13 Profit/Loss(5-12) -563.91 -411.00 -138.00 60.83 179.50 
PRODUCTIVITY 

14 Per Branch Productivity 137.56 161.11 201.85 248.11 295.02 
(30.43)* (17.12)* (25.29)* (22.92)* (18.91 )* 

15 Per Employee Productivity 27.94 32.83 41.13 51.20 61.07 
(28.82)* (17.50)* (25.28)* (24.48)* (19.28)* 

Source : Compiled and computed from data based on Statistical Tables Relating to Banks 
in India, RBI Bulletin and Statistics on RRBs, NABARD. 

Notes : 1. Figures in brackets are the percentages shares to the total amount. 
2.* Growth rate over the previous year 
3. '-' indicates negative profit (i.e., loss). 
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Table 6.9 also shows that the per branch and per employee productivity of 

NGB both rose from Rs. 137.56 lakhs and Rs. 27.94 lakhs in 1995-96 toRs. 295.02 

lakhs and Rs. 61.07 lakhs in 1999-2000, showing continuous increasing trend, but 

their growth rate over previous year exhibited mixed trend which was the maximum 

in the year 1995-96 and the minimum in 1996-97. As on 31 March, 2000 the amount 

of per branch productivity of the bank (Rs. 205.02 lakhs) was lower than the state 

level (Rs. 361.67 lakhs, Table 6.2). But the amount of per employee productivity 

(Rs~ 61.07 lakhs) was higher than the state level (Rs. 60.23 lakhs) in every year 

during the period. Consequently, the growth rate of per branch productivity 

(114.47%) over five-year period between 1995-96 and 1999-2000 was lower than 

the average figure of that at the state level (119.81%) and per employee 

productivity (118.58%) was little higher than the state level (118.29%). 

6.5.1.6 Bardhaman Gramin Bank (BGB) 

The details regarding income, expenditure and productivity during the 

period from 1995-96 to 1999-2000 of Bardhaman Gramin Bank (BGB) are given in 

Table 6.1 0, which reveal the following : 

The total income of 8GB which stood at Rs.1216.97 lakhs in 1995-96 rose 

toRs. 3595.90 lakhs in 1999-2000, showing a rising trend and exhibiting 2.95 folds 

growth during the period from 1995-96 to 1999-2000. While the total amount of 

expenditure of the bank increased from Rs. 1411.50 lakhs to Rs. 3495.70 lakhs 

indicating continuous rising trend also and showing 2.48 folds growth during that 

period. The growth of income was greater than the growth of expenditure as a 

result, the bank turned from loss of Rs. 194.53 lakhs in 1995-96 to profit of Rs. 

100.20 lakhs in 1999-2000 and the highest profit was earned in the year 1997-98 at 

Rs. 107.00 lakhs. 

The amount of interest on investment and bank balances increased from 

Rs. 930.63 lakhs in 1995-96 to Rs. 2723.88 lakhs in 1999-2000, it had the highest 

. percentage share to the total income in every year during the period from 1995-96 

to 1999-2000 which ranged between 71.97% and 77.64%. While the second 

largest component of total income of the bank was interest on advances which rose 

from Rs. 205.35 lakhs toRs. 667.57 lakhs during the period from 1995-96 to 1999-

2000. Its share ranged between 16.45% and 19.04% during that period. The 

maximum share or the proportion (19.04%) was found in the year 1996-97. Like 
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other RRBs in the state, the amount of the other components of the income, viz., 

commission and other income shares were negligible, the percentage share of 

commission ranged between 3.81% and 6.97% only during that period. 

Table 6.10 : Income, Expenditure and Productivity of Bardhaman Gram in 
Bank. 

(Rs in lakhs) 
SI.No. INCOME 1995-96 1996-97 . 1997-98 1998-99 1999-00 
1 Interest on Advances 205.35 358.00 380.00 533.92 667.57 

(16.87) (19.04) (16.45) (18.05) (18.56) 
2. Interest on Investment and 930.63 1353.00 1785.00 2296.12 2723.88 

Bank Balances (76.47) (71.97) (77.27) (77.64) . (75.75) 
3. Commission 11.83 38.00 35.00 14.70 36.67 

(0.97) (2.02) (1.52) (0.50) (1.02) 
4. Other Income 69.16 131.00 109.00 112.83 167.78 

(5.68) (6.97) (4.72) (3.81) (4.67) 
5 Total Income 1216.97 1880.00 2310.00 2957.57 3595.90 

(100.00) (100.00) (100.00) (100.00) 100.00) 
EXPENDITURE 

6 Interest on Deposits 686.14 1110.00 1522.00 2061.52 2590.41 
(48.61) (62.5) _(_69.09) (70.20) (74.10) 

7 Interest on RBI/ Inter Bank 62.68 60.00 68.00 67.26 81.87 
Funds (4.44) (3.381 _{_3.09) _(2.29) (2.34) 

8 Interest on others 0.00 0.00 0.00 0.00 0.00 
(0.00) (0.00) (0.00) (0.00) (0.00)** 

9 Wage Bill 387.91 523.00 518.00 568.70 600.25 
(27.43) (29.45) (23.51) (19.37) (17.17) 

10 Other Operating Expenses 79.13 55.00 58.00 85.95 65.77 
_(_5.61) (3.1 0) (2.63) (2.93) (1.88) 

11 Provisions and Cantin- 195.64 18.00 38.00 153.19 157.38 
gencies (13.86) (1.58) (1.72) (5.22) (4.50) 

12 Total Expenditure 
13 Profit/Loss(5-12) -194.53 104.00 107.00 20.87 100.20 

PRODUCTIVITY 
14 Per Branch Productivity 168.24 216.68 251.09 316.53 362.15 

(27.74)* (28.99)* (15.88)* . (26.06)_* (14.41)* 
15 Per Employee Productivity 31.16 40.21 46.59 58.50 67.06 

(29.08)* (29.04}* _(_15.87)* . (25.56)* (14.63)* 
Source : Compiled and computed from data based on Statistical Tables Relatmg to Banks 

in India, RBI Bulletin and Statistics on RRBs, NABARD. 
Notes : 1. Figures in brackets are the percentages shares to the total amount. 

2. * Growth rate over the previous year 
3. '-' indicates negative profit (i.e., loss). 

On the other hand, it could be seen from Table 6.10 that the interest on 

deposits increased from Rs. 686.14 lakhs to Rs. 2590.41 lakhs during that period 

from 1995-96 to 1999-2000, indicating a continuous rising trend, its percentage 

share to the total income also increased from 48.61% to 7 4.10% during the same 

time and its the highest proportion (7 4.10%) was in the year 1999-2000. It was the 

largest component of total expenditure of the bank in every year during that period, 

which revealed a continuous growth of deposits mobilization. Another component, 
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namely, wage bill was also important to the bank. Its share to the total expenditure 

ranged between 17.17% and 27.43% during that time and rest components of 

expenditure were negligible. 

Table 6.10 also shows that the per branch and per employee productivity of 

BGB increased from Rs. 168.241akhs and Rs. 31.161akhs in 1995-96 toRs. 362.1 

lakhs and Rs. 67.06 lakh in 1999-2000 respectively, those were higher in every 

year during the period from 1995-96 to 1999-2000 than their average figures at 

state level (Rs. 361.67 lakhs and Rs. 60.23 lakhs, Table 3.2) which indicated an 

improved performance of the bank. 

6.5.1.7 Sagar Gramin Bank (SGB) 

In Table 6.11 the information regarding income, expenditure and productivity 

of Sagar Gramin Bank (SGB) during the period of 1995-96 to 1999-2000 is 

presented which reveals the following : 

The amount of gross income of SGB raised from Rs. 1356.53 lakhs in 1995-

96 toRs. 3974.23 lakhs in 1999-2000, showing a continuous increasing trend and 

indicating about 2.93 folds increase during the period between 1995-96 and 1999-

2000 . While the amount of gross expenditure rose from Rs. 1922.84 lakhs in 1995-

96 to Rs. 3824.51 lakhs in 1999-2000, exhibiting a mixed trend and had shown 

about 1.99 folds during that period. 

Consequently, the bank turned from loss of Rs. 566.31 lakhs in 1995-96 to 

profit of Rs. 149.72 lakhs in 1999-2000. The highest loss (Rs. 1676.00 lakhs) of the 

bank was in the year 1996-97 whereas the highest profit (Rs. 149.72 lakhs) was 

during 1999-2000 over the five -year period from 1995-96 to 1999-2000. 

The growth of income ( 192.97%) of the bank over that period was less than 

that at the state level (205.21 %) which was not more significant. On the other hand, 

the growth rate of expenditure (98.90%) was also less than that at the state level 

(1 06.70%) but it was significant for the bank. 

Table 6.11 shows that the amount of interest on investment and bank 

balances increased from Rs. 1152.92 lakhs in 1995-96 to Rs. 3342.50 lakhs in 

1999-2000, exhibiting a continuous increasing trend and indicating 2.90 folds 

growth during that period. Its percentage share to the total income of the SGB was 

highest in all the years during that period in comparison to the all others RRBs in 
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the state. As on 31 March 1999, the percentage share of interest on investment and 

bank balances to the total income of the bank was 86.84% as against 82.17% in 

the previous year. As a result the percentage shares of all other components of 

income were insignificant though the percentage share of interest on advances 

ranged between 11 .39% and 19.49%. 

Table 6.11 : Income, Expenditure and Productivity of Sagar Gramin Bank. 

( Rs.in lakhs) 
SI.No. INCOME 1995-96 1996-97 1997-98 1998-99 1999-00 
1 Interest on Advances 171 .13 398.00 412 .00 370.50 493.80 

(12.62) (19.49) (15.93) (11.39) (12.43) 
2. Interest on Investment and 1152.92 1540.00 2125.00 2824.07 3342.50 

Bank Balances (84.99) (75.42) (82.17) (86.84) (84.1 0) 
3. Commission 28.93 85.00 35.00 56.12 49.01 

(2.13) (4.16) (1 .35) (1 .73) (1 .23) 
4. Other Income 3.55 19.00 14.00 1.21 88.84 

(0.26) (0.93) (0.54) (0.04) (2.24) 
5 Total Income 1356.53 2042.00 2586.00 3251 .90 3974.23 

(1 00.00) 1100.00_1_ _(100 .00J (100.00) (100.00) 
EXPENDITURE 

6 Interest on Deposits 941.77 1292.00 1705.00 2247.09 2804.52 
(48.98) (34.75) (66.34) (69.38) (73.33) 

7 Interest on RBI/ Inter Bank 109.22 28 .00 27.00 0.00 0.00 
Funds (5.68) (0.75) (1.05) (0.00) (0.00) 

8 Interest on others 0.00 71 .00 70.00 68 .67 63 .54 
(0.00) _(1 .91) (2.72) (2.12) (_1 .66) 

9 Wage Bill 548 .31 664.00 685 .00 838.92 847.36 
(28.52) _{17 .86) (26 .65) (25.9Ql (_22 .16) 

10 Other Operating Expenses 65.54 163.00 80.00 83.31 109.09 
_{_3.41) (4.38) (3 .11) (2.57) (2 .85) 

11 Provisions and Cantin- 258 .00 1500.00 3.00 0.76 0.00 
Qencies (13.42) _(40.34) (0.12) (0.02) (0.00) 

12 Total Expenditure 1922.84 3718 .00 2570.00 3238 .75 3824.51 
(1 00.001 _{1 00 .00) . (100 .00) (1 00.00) (1 00.00} 

13 Profitlloss(5-12) -566.31 -1676.00 16.00 13.15 149.72 
PRODUCTIVITY 

14 Per Branch Productivity 173.72 211.42 266.11 319.09 393.74 
(19.17)* (21 .70)* (25.87)* (19.91)* (23.39)* 

15 Per Employee Productivity 30.04 36 .67 46.16 55.59 68 .71 
(19.68)* (22 .07)* (25 .88)* (20.43)* (23.60)* 

Source : Comp1led and computed from data based on Stat1st1cal Tables Relat1ng to Banks 
in India , RBI Bulletin and Statistics on RRBs, NABARD. 

Notes : 1. Figures in brackets are the percentages shares to the total amount 
2 * Growth rate over the previous year 

3 . '- ' indicates negative profit (i.e. , loss) . 

On the other hand, the percentage share of interest on deposits increased 

from 48.98% in 1995-96 to 73.33% in 1999-2000 . Except the year 1996-97 in 

every year during the period from 1995-96 to 1999-2000 that share increased over 

the previous year which indicated the improvement of efficiency of the bank 

regarding the mobilization of deposits. 
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The cost of provisions and contingencies was an important reason behind 

the loss of the bank. In 1996-97, the bank incurred a loss of Rs. 1676.00 lakhs (the 

highest loss during that period) because in that year the share of provisions and 

contingencies to the total expenditure was 40.34% which was the highest 

proportion in comparison to the shares of all other components and expenditure. 

The bank earned profit from 1997-98 by decreasing the share of provisions of 

contingencies tremendously. The share of wage bill lay between 17.86% and 

28.52% during that period from 1995-96 to 1999-2000 and the shares 'Of other 

components of expenditure were negligible. 

Table 6.11 also shows that the per branch and per employee productivity of 

the bank rose from Rs. 173.72 lakhs and Rs. 30.04 lakhs in 1995-96 toRs. 393.74 

lakhs and Rs. 68.71 lakhs in 1999-2000, exhibiting a continuous increasing trend 

and had shown 2.27 folds and 2.29 folds growth respectively over that period. In 

every year during that period from 1995-96 to 1999-2000 the per branch and per 

employee productivity of the bank was greater than that at the state level which 

indicated better performance of the bank regarding productivity in comparison to 

some other RRBs in the state. 

6.5.1.8 Howrah Gramin Bank (HGB) 

The details regarding income, expenditure and productivity of Howrah 

Gramin Bank (HGB) during the period from 1995-96 to 1999-2000 are presented in 

Table 6.12 which reveal the following: 

The amount of total income of HGB which stood at Rs.960.281akhs in 1995-

96, rose to Rs. 2582.10 lakhs in 1999-2000, showing a continuous rising trend, 

indicating 2.69 folds growth during the period from 1995-96 to 1999-2000. While the 

total amount of expenditure of the bank increased from Rs.924.83 lakhs to Rs. 

2552.51 lakhs during that period, showing also a continuous increasing trend and 

indicating 2. 76 folds growth during the same time. 

The growth rate of income (168.89%) over the five-year period from 1995-

96 to 1999-2000 was lower than that of expenditure (176.00%), consequently the 

profit of the bank decreased from Rs. 35.45 lakhs to Rs. 29.59 lakhs during that 

period. It was the only RRB in the state whose growth rate of income was lower 

than that of expenditure. 
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During the period from 1995-96 to 1999-2000 in every year HGB earned 

profit in the state. The highest profit of the bank was in the year 1996-97 and the 

lowest" in 1999-2000. 

Table 6.12: Income, Expenditure and Productivity of Howrah Gramin Bank. 

( Rs. in lakhsl 
SI.No. INCOME 1995-96 1996-97 1997-98 1998-99 1999-00 
1 Interest on Advances 214.27 295.00 284.00 330.21 411.41 

(22.31) (21.21) (16.89) (15.73) (15.93) 
2. Interest on Investment and 696.56 1038.00 1319.00 1688.62 2055.82 

Bank Balances _(72.54) (74.62) (78.47) (_80.44) . (79.62} 
3. Commission 33.34 41.00 52.00 61'.35 95.16 

_(3.47) (_2.951 (3.09) (_2.92) (3.69) 
4. Other Income 16.11 17.00 26.00 19.15 19.71 

_(1.68)_ 11.22} _(1.55) _(0.91) {0.7!ll_ 
5 Total Income 960.28 1391.00 1681.00 2099.33 2582.10 

(_100.00)_ (100.00) (100.00) (100.00)_. (100.00) 
EXPENDITURE 

6 Interest on Deposits 515.05 806.00 1107.00 1422.06 185.12 
(55.69) (64.02) (70.20) (71.45) . (72.52) 

7 Interest on RBI/ Inter Bank 
. 

33.30 36.00 45.00 50.38 74.22 
Funds (30.60) (2.86) (2.85)_ _{2.53)_ _(_2.91) 

8 Interest on others 0.00 0.00 0.00 0.05 0.22 
(0.00) _(0.00) _(0.00) (0.00)* (0.01) 

9 Wage Bill 268.30 295.0 321.00 364.31 377.51 
_(29.01)_ (_23.43) (20.36) (18.30) (14.79) 

10 Other Operating Expenses 32.18 56.00 52.00 54.46 65.13 
(3.48) {_4.45) (3.30) (2.74) (2.55) 

11 Provisions and Cantin- 76.00 66.00 52.00 99.06 184.31 
gencies (8.22) (5.24) (3.30) (4.98) (7.22) 

12 Total Expenditure 924.83 1259.00 1577.00 1990.31 1552.51 
(100.00) (100.00) (100.00) (100.00) (100.00) 

13 Profit!Loss(5-12) 35.45 132.00 104.00 109.02 29.59 
PRODUCTIVITY 

14 Per Branch Productivity 166.76 218.16 273.96 343.30 418.32 
(26.912_* 130.82)* (25.31)* (25.31)* (21.85)* 

15 Per Employee Productivity 32.05 42.06 52.82 65.98 79.36 
(26.93)* (31.23)* (25.58)* (24.91)* (20.28)* .. 

Source: Complied and computed from data based on Stat1st1cal Tables Relatmg to Banks 
in India, RBI Bulletin and Statistics on RRBs, NABARD. 

Notes : 1. Figures in brackets are the percentages shares to the total amount. 
2. * Growth rate over the previous year 
3. '-' indicates negative profit (i.e., loss). 

As other RRBs in the state the percentage share of interest on investment 

and bank balances to the total income stood at 72.54% in 1995-96, rose to 79.62% 

in 1999-2000, it was the highest in every year in comparison to the other 

components of income. 
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It is also revealed from the Table 6.12 that the percentage share of interest 

on advances to the total income decreased from 22.31% to 15.93% during that 

period and the shares of other component of the income were negligible. 

In the year 1995-96, the amount of interest on deposits was Rs. 515.05 

lakhs and its share to the total expenditure was 55.69%, both (amount and share) 

increased toRs. 1851.121akhs and 72.52% respectively in 1999-2000, showing a 

continuous rising trend during the period from 1995-96 to 1999-2000. The share 

of interest on deposits to the total expenditure of the bank was the highest in every 

year during that period. 

While the proportion of wage bill to the total expenditure decreased from 

29.01% in 1995-96 to 14.79% in 1999-2000 which indicated improvement in the 

effiCiency of the bank. The share of provisions and contingencies lay between 

3.30% and 8.22% and the shares of all other components of expenditure were 

insignificant. 

As may be ·seen from Table 6.12 that the per branch productivity as well as 

per employee productivity of HGB increased from Rs. 166.76 lakhs and Rs. 32.05 

lakhs in 1995-96 to Rs. 418.32 lakhs and 79.36 lakhs in 1999-2000 respectively, 

exhibiting a continuous increasing trend in the both cases. The growth rates of 

them over the previous year was the highest in the· year 1996-97 (30.82% and 

31.23%) and their growth rates over the five-year period from 1995-96 to 1999-

2000 (150.85% and 147.61%) were much higher than the state level (119.81% and 

118.29%) and in every year during that period these were higher in comparison with 

all other RRBs in the state which indicated improvement in efficiency of the bank at 

high level than that at the state level as a whole. 

6.5.1.9 Murshidabad Gramin Bank (MGB) 

An analysis regarding income, expenditure and productivity of Murshidabad 

Gramin Bank (MGB) during the period from 1995-96 to 1999-2000 is furnished in 

Table 6.13, which discloses the following. 

The amount of total income of MGB rose from Rs. 294.70 lakhs in 1995-96 

to Rs. 1156.99 lakhs in 1999-2000, showing a continuous increasing trend and 

exhibiting 3.92 folds growth during the period from 1995-96 to 1999-2000. The 

growth rate of income (392.60%) over the five-year period was the highest 
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compared to all other RRBs in the state as well as the average figure of that at the 

state level (205.21 %). While the amount of total expenditure increased from Rs. 

414.06 lakhs in 1995-96 toRs. 1129.21 lakhs in 1999-2000, showing a mixed trend 

and indicating 2.72 folds growth during that period which was lower than the growth 

of income. As a result, the bank turned from loss of Rs.119.36 lakhs in 1995-96 to 

profit of Rs. 27.781akhs in 1999-2000. 

Table 6.13 : Income, Expenditure and Productivity of Murshidabad Grarnin 
Bank. 

( Rs. in lakhs) 
SI.No. INCOME 1995-96 1996-97 1997-98 1998-99 1999-00 
1 Interest on Advances 131.63 165.44 176.00 221.45 286.39 

(44.67) (32.82) (26.79) (26.42) (24.75) 
2. Interest on Investment and 154.00 322.45 454.00 562.92 802.80 

Bank Balances (52.26) (63.97) (69.1 0) (67.16) (69.39) 
3. Commission 4.18 7.97 10.00 5.92 14.36 

(1.42) (1.58) (1.52) _{0.71) (1.24) 
4. Other Income 4.89 8.20 17.00 47.85 53.44 

(1.66) (1.63) (2.59)_ (5.71) (4.62) 
5 Total Income 294.70 504.06 657.00 838.14 1156.99 

(100.00) (100.00) (100.00) (100.00) (100.00) 
EXPENDITURE 

6 Interest on Deposits 174.97 270.78 391.00 559.31 760.31 
(42.26) (54.38) (60.53) (57.42) (67.33) 

7 Interest on RBI/ Inter Bank 30.15 28.99 38.00 38.51 46.38 
Funds (7.28) (5.82) (5.88) (3.95) (4.11) 

8 Interest on others 0.00 0.00 0.00 0.29 0.20 
(0.00) (0.00) (0.00) (0.03) (0.02) 

9 Wage Bill 122.91 136.09 144.00 188.75 201.12 
(29.68) (27.33) (22.29) (19.38) (17.81) 

10 Other Operating Expenses 53.03 37.05 38.00 39.08 44.42 
(12.81) _{7.44) . (5.88) _{4.01) (3.931 

11 Provisions and Contin- 33.00 25.00 34.00 148.16 76.78 
gencies (7.97) (5.02) . (5.26) _(15.21) (6.80) 

12 Total Expenditure 414.06 497.91 646.00 974.10 1129.21 
(100.00) (100.0())_ _{100.00) (100.00) . (100.00) 

13 Profit!Loss(5-12) -119.36 6.15 11.00 -135.96 27.78 
PRODUCTIVITY 

14 Per Branch Productivity 143.48 158.50 192.22 246.76 321.54 
(40.33)* (10.47)* (21.37)* (28.37)* (30.30)* 

15 Per Employee Productivity 32.79 36.23 43.94 56.40 73.49 
(40.25)* (1 0.49)* (21.28)* (28.36)* (30.30)* 

Source : Compiled and computed from data based on Statistical Tables Relatmg to Banks 
in India, RBI Bulletin and Statistics on RRBs, NABARD. 

Notes : 1. Figures in brackets are the percentages shares to the total amount. 
2. * Growth rate over the previous year 
3. ·-· indicates negative profit (i.e., loss). 

It is revealed from the Table 6.13 that the amount of interest on advances 

increased from Rs. 131.63 lakhs to 286.39 lakhs during that period but its share to 

the total income decreased from 44.67% to 24.75% at the same time. While the 

amount and share of interest on investment and bank balances both increased from 
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Rs. 154.00 lakhs and 52.26% in 1995-96 toRs. 802.80 lakhs and 69.39% in 1999-

2000. The interest earned was mainly the source of income and other components 

of income were not so important during that period . 

Oq the other hand, the amount and percentage share of interest on 

deposits, to the total expenditure moved up from Rs. 174.97 lakhs and 42.26% in 

1995-96 to Rs. 760.31 lakhs and 67.33% in 1999-2000, showing a continuous 

rising trend, and a mixed trend respectively during that period. The percentage 

share of wage bill to the total expenditure decreased from 29.68% in 1995-96 to 

17.81% in 1999-2000 though its amount increased during the period between 1995-
.. ' 

96 and 1999-2000. 

As may be seen from the Table 6.13 that the amount of provisions and 

contingencies in the year 1998-99 was Rs.148.16 lakhs (15.2% share to the total 

expenditure) which was an important cause behind the loss of Rs.135.96 lakhs of 

the bank during that year. The percentage share, . on the other hand, of other 

operating expenditure decreased from 12.81% in 1995-96 to 3.93% in 1999-2000, 

showing a continuous decreasing trend during that period which indicated the 

improvement of efficiency of the bank. 

Table 6.13 also shows that the per branch and per employee productivity of 

the bank increased from Rs.143.48 lakhs and Rs.32.79 lakhs in 1995-96 to Rs. 

321.54 lakhs and Rs.703.491akhs in 1999-2000, exhibiting a rising trend during that 

period of 1995-96 to 1999-2000. The growth rates of per branch and per employee 

productivity over the previous year was the highest in the year 1995-96 (40.23% 

and 40.25%), followed by the year 1999-2000 (both 30.30%), while it was the 

lowest in 1996-97 (10.47% and 10.49%). 

Over the five-year period from 1995-96 to 1999-2000 the growth rates of 

both per branch and per employee productivity (124.1 0% and 124.12%) were 

higher than that at the state level (119.81% and 118.29%) which implied the growth 

inefficiency of the bank in comparison to some other RRBs in the state. 

·During the year 1999-2000, the per branch productivity (Rs. 321.54 lakhs) of 

MGB was lower than the average figure of that at the state level (Rs. 361.67 lakhs) 

while the per employee productivity of the bank (Rs. 73.49 lakhs) was higher than 

the state level (Rs. 60.23 lakhs) which showed that the improvement of per branch 

productivity was unsatisfactory, but in case of per employee productivity it was 
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satisfactory in comparison with the average figures of all RRBs in the state as a 

whole. 

6.5.2 Per Branch and per Employee Income and Expenditure 

This study also attempted to find out the comparative analysis about pattern 

of per branch and per employee average income, expenditure and profit or loss of 

all RRBs in the state of West Bengal for the year 1995-96 and 1999-2000 which are 

presented in Table 6.14 and Table 6.15. 

Table 6.14 : Per Branch Average Income , Expenditure and Profit/Loss of 
RRBs of West Bengal. 

( Rs. in lakhs) 

Year 7 1995-96 1999-2000 
SI.No. Name of Income per Expenditure Profit/loss Income Expenditure Profit/loss· 

the RRBs branch per branch per branch per per branch per 
branch branch 

1. GGB 7.64 16.73 -9.09 22.73 28.36 -5.63 

2. Mai.GB 10.78 17.06 -6.28 32.94 32.69 0.25 

3. Mayu.GB 11.46 18.53 -7.07 35.91 43.50 -7.59 

4. UBKGB 8.06 13.10 -5.04 24.00 26.95 -2.95 

5. NGB 8.30 16.97 -8.67 30.26 27.50 2.76 

6. BGB 13.52 15.68 -2.16 39.95 38.84 1.11 

7. SGB 11.80 16.72 -4.92 34.56 33.26 1.30 

8. HGB ; 16.28 15.68 0.60 43.76 43.26 0.50 

' 
9. MGB '7.37 10.35 

! 
-2.98 28.92 28.23 0.69 

West Bengal ' 10.41 16.01 -5.60 31.53 32.82 -1.29 

Source : Computed from data based on Statistical Tables Relatmg to Banks m lnd1a, RBI 
Bulletin and Statistics on RRBs, NABARD (various issues). 

Note : '-' sign indicates loss 

During the year 1995-96, the per branch average income of HGB which 

stood at Rs.16.28 lakhs, rose toRs. 43.76 lakhs in 1999-2000, showing 2.69 folds 

groWth, was the highest in comparison with all other RRBs of the state. Followed by 

the BGB, its per branch income reached at Rs. 39.45 lakhs in 1999-2000 as against 

Rs. 13.52 lakhs in 1995-96, indicating 2.95 folds during the period from 1995-96 to 

1999-2000. 
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·. On the other hand, the per branch income of MGB (Rs.7.37 lakhs) was the 

lowest in the state in 1995-96, followed by GGB (Rs. 7.641akhs), UBKGB (Rs. 8.06 

lakhs) and NGB (Rs. 8.30 lakhs). It is remarkable that for GGB and NGB the 

losses were more than their income, the amount of losses stood at Rs. 9.09 lakhs 

and Rs. 8.67 lakhs respectively during that year (Table 6.14). 

At the state level, the per branch average income of RRBs rose from Rs. 

10.41 lakhs in 1995-96 to Rs. 31.53 lakhs in 1999-2000, exhibiting 3:03 folds 

growth over the period of 1995-96 and 1999-2000. While the per branch average 

expenditure at the state level increased from Rs. 16.01 lakhs to Rs.32.82 lakhs, 

showing 2.05 folds growth during that period. The growth rate of income was faster 

than the growth rate of expenditure, as a result the amount of per branch loss of Rs. 

5.60 lakhs was reduced to Rs. 1.29 lakhs during the same time period. 

It is also revealed from Table 6.14 that in the year 1995-96 the per branch 

expenditure of Mayu. GB was the highest at Rs. 18.53 lakhs, followed by Mai.GB 

at Rs. 17.061akhs while for MGB that was the lowest at Rs. 10.351akhs, followed by 

UBKGB at Rs. 13.10 lakhs. 

In the year 1999-2000, the amount of per branch expenditure of Mayu.GB 

was also the highest at Rs. 43.50 lakhs, followed by HGB at Rs. 43.26 lakhs and 

that was the lowest for UBKGB at Rs. 26.95 followed by NGB at Rs. 27.50 lakhs. 

But the amount of per branch income of GGB (Rs. 22.73 lakhs) was the lowest in 

comparison to all other RRBs in the state during the same time. 

Table 6.14 also shows that in 1999-2000 three RRBs, viz., GGB, Mayu.GB 

and UBKGB were in losses and out of those Mayu. GB incurred the highest per 

branch loss of Rs. 7.59 lakhs in the state. While NGB earned the highest profit (Rs. 

2.76 lakhs) as per branch in the state at that year, followed by SGB (Rs.1.30 lakhs) 

which indicated the improvement of their ,efficiency. 

It could be seen from Table 6.15 that in 1995-96 the per employee average 

income of HGB (Rs. 3.13 lakhs) was the highest in the state, followed by BGB (Rs. 

2.50 lakhs) whereas the amount of per employee average expenditure of NGB (l:~s. 

3.45 lakhs) was the highest in the state at the same year. On the other hand, the 

amount of per employee income of GGB (Rs.1.20 lakhs) was the lowest in the 

state, followed by UBKGB (Rs.1.38 lakhs). 
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Table 6.15 : Per Employee Average Income , Expenditure and Profit/Loss of 
RRBs of West Bengal. 

( Rs. in lakhs) 

Year ;;,. I 1995-96 1999-2000 
SI.No. Name of I Income Expenditure Profit/loss Income Expenditure Profit/loss 

the RRBs per per per per per per 
Employee Em_plqy_ee Employee Employee Employee Employee 

1. GGB 1.20 2.63 -1.43 3.74 4.67 -0.93 

2. Mai.GB 1.60 2.54 -0.94 4.94 4.90 0.04 

3. Mayu.GB 1.60 2.59 -0.99 5.02 6.08 -1.06 

4 . UBKGB 1.38 2 .24 -0.86 4.15 4.66 -0.51 

5. NGB 1.69 3.45 -1.76 6.26 5.69 0.57 

6. BGB 2.50 2.90 -0.40 7.40 7.19 0.21 

7. SGB 2.04 2.89 -0.85 6.03 5.80 0.23 

8. HGB 3.13 3.01 0.12 8.30 8.21 0.09 

9. MGB 1.68 2.37 -0.69 6.61 6.45 0.16 

West Bengal 1.74 2.68 -0.94 5.25 5.47 -0.22 

Source : Computed from data based on Stat1st1cal Tables Relatmg to Banks 1n India, RBI 
Bulletin and Statistics on RRBs, NABARD. 

Note : '-' sign indicates loss 

I 

It is also revealed from Table 6.15 that due to the highest per employee 

expenditure NGB incurred the highest loss of Rs. 1. 76 lakhs in the state during 

the year 1995-96, followed by GGB at Rs. 1.43 lakhs. While only HGB earned per 

employee profit of Rs. 0.12 lakhs in West Bengal and the amount of per employee 

loss of BGB was the lowest (Rs . 0.40 lakhs) at the same time and for the rest 

seven RRBs in the state the losses were between Rs . 0.69 lakhs and 0.99 lakhs. 

At the state level , in the year 1995-96, the amount of per employee average 

income was Rs. 1.74 lakhs against the per employee expenditure of Rs. 2.68 

lakhs. Consequently, the per employee loss was at Rs . 0.94 lakhs during that time. 

In 1999-2000, the per employee income and expenditure increased to Rs. 5.25 

lakhs and Rs . 5.47 lakhs respectively and the amount of loss reduced to Rs. 0.22 

lakhs. It indicates that the growth of income (3.02 folds) was higher than the growth 

of expenditure (2 .04 folds) over the period from 1995-96 to 1999-2000. 
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During the year 1999-2000 for the four RRBs, viz., GGB, Mai.GB, Mayu.GB 

and UBKGB the per employee income were lower than that at the state level and 

except Mayu.GB their per employee expenditure were also lower than that at the 

state level. For the rest five RRBs, viz., NGB, BGB, SGB, HGB and MGB both per 

employee income and expenditure were higher than the figures at the state level. 

Out of those, HGB had the highest per employee income (Rs. 8.30 lakh) and 

·expenditure (Rs. 8.21 lakhs), followed by BGB at Rs. 7.40 lakhs and Rs. 7.191akhs 

respectively. 

At the same year, except GGB, Mayu.GB and UBKGB for all RRBs in the 

state the per employee profit was positive. Mayu. GB incurred the highest negative 

per employee profit at Rs. 1.06 lakhs while NGB could able to earn per employee 

profit of Rs. 0.57 lakhs. 

Our above analysis indicates that regarding growth of profit the improvement 

in efficiency of NGB was the highest in comparison with all other RRBs in the state 

over the period from 1995-96 to 1999-2000. On the other hand, for Mayu.GB, it was 

the lowest in the state·during that period. 

6.5.3 Profit I Loss (1993-94- 2000-01) 

The details about the profit or loss of all RRBs during the period from 1993-

94 to 2000-2001 are presented in Table 6.16 which reveal the following : 

All RRBs in West Bengal were in losses during the year 1993-94 and 1994-

95 and only HGB turned from Joss to profit in 1995-96. Except the year 1994-95, in 

every year from 1993-94 to 1999-2000 GGB incurred the highest losses in 

comparison with the all other RRBs in the state. In 1994-95, the amount of loss of 

Mai.GB was Rs. 1048.31 Jakhs which was the highest in the state. The amount of 

losses of GGB and Mai.GB increased from Rs. 551.83 lakhs and 355.90 lakhs in 

1993-94 to Rs. 1866.73 Jakhs and Rs. 1594.00 lakhs in 1996-97 respectively. In the 

year 1996-97, GGB, Mai.GB, Mayu.GB, UBKGB and SGB showed their maximum 

losses during the period from 1993-94 to 1999-2000. As a result, the amount of total 

losses of all RRBs in West Bengal was the highest at Rs. 7167.58Jakes in 1996-97 

during that period, followed by the year 1995-96 at Rs. 4832.55 lakhs. 
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Table 6.16 : Total amount of Profit I Loss of RRBs in West Bengal (from 
1993-94 to 2000-2001 ). 

( Rs. in lakhs} 

SI.No Name of 1993-94 1994-95 1995-96 1996-97 1997- 1998-99 1999-00 2000-01 

RRBs 98 

1. GGB -551.83 -806.08 -1299.91 -1866.73 -958.00 -1563.88 -831.99 110.00 

2. Mai.GB -355.90 -1048.31 -1105.04 -1594.00 -808.00 -290.21 44.33 250.00 

3. Mayu.GB -338.36 -434.47 -459.75 -774.00 -312.00 -350.77 -493.67 155.00 

4. UBKGB -276.58 -348.06 -559.19 -1138.00 14.00 -538.97 -331.38 70.00 

5. NGB -167.89 -132.19 -563.91 -411.00 -138.00 60.83 179.50 184.00 

6. 8GB -163.17 -284.17 -194.53 104.00 107.00 20.87 100.20 115.00 

7. SGB -282.71 -164.62 -566.31 -1676.00 16.00 13.00 149.72 503.00 

8. HGB -47.89 -225.20 35.45 132.00 104.00 109.02 29.59 122.00 

9. MGB -76.77 -299.60 -119.36 6.15 11.00. -135.96 27.78 56.00 

West Bengal -2261.10 -3748.70 -4832.55 -7167.58 -1964.00 -2675.92 -1125.92 1565.00 

Source : Statrstrcs on RRBs, NABARD (varrous Issues} and Statrsttcal Tables Relatmg to 
Bank in India, RBI Bulletin (1997-2000). 

Note : '-' sign indicates the negative profit (i.e. loss) 

For all RRBs in the state the amount of losses was decreasing from 1997-

98 and finally in 2000-2001 turned from loss to profit. SGB earned the highest 

profit (Rs. 503.00 lakhs) in the state, followed by Mai.GB (Rs. 250.00 lakhs) and 

NGB (Rs. 184.00 lakhs) during the year 2000-2001. Consequently, the total profit 

of all RRBs in the state turned to positive figure of Rs. 1565.00 lakhs in 2000-2001 

from negative profit of Rs. 1125.92 lakhs in the previous year. So it may be 

concluded that the financial performance of the banks in the year 2000-01 was 

satisfactory. In other words, the RRBs in the state were financially viable 

institutions and improved their profitability performance during 2000-2001. 

6.5.4 Ratio Analysis of Performance Indicators of all RRBs in the State 

Financial ratio is an effective tool in measuring the performance of banks in 

general and rural financing in particular. This ratio represents the relationship 

between the two accounting figures expressed mathematically. In the financial 

analysis, a ratio is used as an index or yardstick for evaluating the financial 

performance or status of a bank or an institution against certain standards 
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(Hossamani, 2002). Ratio analysis helps in finding trends towards better or poor 

performance and as.sessing the financial health of the institution. 

It is evident from the definition of profitability ratio (explained earlier in this 

chapter) that for improving profitability performance, a bank has to aim at 

increasing the magnitude of spread ratio and lowering the magnitude of burden 

ratio. 

On one hand, increasing the magnitude of spread ratio (r-k) .can be 

achieved by increasing interest earned ratio (r) more rapidly than the interest paid 

ratio ( k). On the other hand, lowering the burden ratio (m+o-c) can be achieved by 

lowering manpower expenses ratio (m) and other expenses ratio (o) and increasing 

other income ratio ( c). 

Again, lowering of manpower expenses ratio (m) can be achieved by 

increasing the volume of business faster than wage bill. This phenomenon is also 

appropriate in case of lowering of other expenses ratio (o). 

6.5.4.1 GGB 

During the period between 1995-96 and 1999-2000, the financial ratios of 

performance indicators of GGB are given in Table 6.17 which disclose the 

following: 

The GGB is the oldest among all the RRBs in the state but does not show 

good profitability performance during the period from 1995-96 to 1999-2000. Though 

general trend is towards improvement, yet the interest earned ratio ( r) rose from 

4.44% in 1995-96 to 6.54% in 1999-2000. This was because of borrowing at a 

higher rate and a higher proportion of borrowed fund. 

During the same period, the growth of interest income ratio(r ) was faster 

than that of interest paid ratio (k), resulting in increase in spread ratio (r-k) from 

0.00% to 0.59%. There was decrease in manpower expenses ratio (m) and other 

expenses ratio (o) because their growth was lower than the growth rate of volume 

of business of the bank, whereas non-interest income ratio ( c ) increased due to its 

faster growth rate than the growth rate of volume of business. As a result, the 

burden ratio (m+o-c) decreased from 5.53% in 1995-96 to 2.36% in 1999-2000, this 

was the highest (5.98%) in the year 1996-97 due to high level of cost of · 

provisions and contingencies. 
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It can be seen that there was a decline of the negative magnitude of the 

profitability ratio from 5.53% in 1995-96 to 1. 77% 1999-2000, but it was negative 

(i.e., loss) in every year during the period from 1995-96 to 1999-2000 because 

burden ratio was higher than the spread ratio. Negative profitability ratio was higher 

in 1996-97 at 6.26% due to high level of burden ratio and negative spread ratio. 

Table 6.17 : Analysis of Financial Ratios of Gour Gramin Bank 

magnitude in%) 

SI.No Financial Ratios or key Indicators 1995-96 1996- 1997- 1998- 1999-

97 98 99 00 

1 Interest Income Ratio (r) 4.44 5.24 5.80 5.92 6.54 

2 Interest Paid Ratio (k) 4.44 5.52 5.73 5.74 5.95 

3 Manpower Expenses Ratio (m) 3.07 2.65 2.64 2.68 2.42 

4 Non Interest Income Ratio (c) 0.51 0.24 0.28 0.25 0.60 

5 Other Expenses Ratio (o) 2.67 3.57 0.43 1.59 0.54 

6 Non Interest Expenses Ratio(n) 5.74 6.22 3.07 4.27 2.96 

7 Spread Ratio (s) = (r-k) 0.00 -0.28 0.07 0.18 0.59 

8 
Burden Ratio (b) =(m+o-c) 

5.53 5.98 2.79 4.02 2.36 = (n- c) 

9 Profitability Ratio (p)=(s- b) -5.53 -6.26 -2.72 -3.94 -1.77 

10 
Net Profit to Total Assets Ratio 

* * * 4.55 -2.08 (NPTA) 

11 Gross Ratio (GR) 219.02 214.60 144.89 162.23 124.78 

12 Operating Ratio (OR) 123 .. 53 113.73 50.56 69.16 41.40 

13 Credit Deposit Ratio (CDR) 55.42 53.00 44.74 42.53 38.23 

14 Recovery Percentage ** 30.90 30.10 48.76 50.52 34.90 

15 Gross NPA% to Advances * * 48.76 50.52 43.52 

Source: Computed from data based on Fmanc1al Analysis of RRBs (1996-97), NABARD; 
Statistical Tables Relating to Bank in India (various issues), RBI Bulletin (1999-
2000); and Key Statistics on RRBs (various issues), NABARD. 

Notes : * The value was not calculated since some data were not available. 
** Recovery percentage as at the end of June of previous year. 
·-· indicates the negative profit (i.e., loss) 

It could be seen that the gross ratio and operating ratio of GGB (Table 6.17) 

decreased together from 219.02% and 123.53% to 124.73% and 41.40% during 
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that period because the bank was able to increase its total income more rapidly 

than total expenditure as well as operating expenses. 

Table 6.17 also shows that the credit deposit ratio of the bank decreased 

from 55.42% in 1995-96 to 38.23% in 1999 - 2000 which indicated a decrease in 

growth of creation of credit out of the deposit mobilized. But recovery percentage 

rose from 30.90% to 34.90% though these figures were lower than the average 

figures at the state level (34.35% and 43.98%) (Table 6.4) during those years. 

As on 31 March 2000, the gross NPA percentage to total advances was. 

43.52% as against 50.52% in the previous year. It was higher than the average 

NPA percentage at the state level which indicated a less improvement in efficiency 

of the bank in comparison to some other RRBs in the state. 
/ 

6.5.4.2 Mal. GB . 

Information regarding various financial ratios of performance indicators of 

Mai.GB during the period of 1995-96 to 1999-2000 is presented in Table 6.18 

which reveals the following statement : 

The interest income ratio (r) of Mai.GB improved from 5.48% in 1995-96 to 

7.89% in 1999-2000, showing an increasing trend and 1.44 folds growth during the 

period from 1995-96 to 1999-2000, whereas interest paid ratio (k) of the bank also 

increased from 4.89% to 5.99%, exhibiting a mixed trend and 1.22 folds growth 

during that period, i.e., the growth rate of interest income was more rapid than the 

interest paid ratio. As a result, the spread ratio (r-k) rose from 0.59% to 1.90% 

which indicated the improvement of efficiency of the bank regarding income from 

interest on advances, investment and bank balances. 

On the other hand, manpower expenses ratio (m) and other expenses ratio 

(o) decreased from 3.07% and 1.56% to 2.10% and 0.26% during that period 

respectively. Consequently, the burden ratio (m+o-n) reduced from 4.09% to 

1.84%, which revealed the amount of non-interest expenses (i.e. total operating 

expenses) increased but its growth rate was lower than the volume of business. 

Due to increase in spread ratio (s) and decrease in burden ratio (b) of the 

bank profitability ratio (s-b) turned from negative figure of 3.47% to positive figure of 

0.06%, i.e., the bank was able to turn from loss to profit. 
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Table 6.18 :Analysis of Financial Ratios of Mallabhum Gramin Bank 
{magnitude in%) 

SI.No Financial Ratios or key Indicators 1995-96 1996-97 1997-98 1998-99 1999-00 

1. Interest Income Ratio ( r) 5.48 6.54 7.01 7.43 7.89 

2. Interest Paid Ratio (k) 4.89 5.64 6.66 6.07 5.99 

3. Manpower, Expenses Ratio (m) 3.07 2.79 2.52 2.39 2.10 

4. Non-interest Income Ratio (c) 0.54 0.68 0.67 0.74 0.52 

5. Other Expenses Ratio (o) 1.56 2.95 0.27 0.22 0.26 

6. Non-interest Expenses Ratio( n) 4.63 5.74 2.79 2.61 2.36 

7. Spread Ratio (s) = (r- k) 0.59 0.90 0.35 1.36 1.90 

8. Burden Ratio b=(m+o-c)=(n-c) 4.09 5.06 2.12 1.87 1.84 

9. Profitability Ratio (p)= (s - b) -3.40 -4.16 -1.77 -0.51 0.06 

10 Net Profit to Total Assets • . . -0.58 0.07 Ratio (N PTA) 

11 Gross Ratio (G R) 158.23 157.52 123.08 106.25 99.24 

12 Operating Ratio (OR) 76.94 79.43 36.36 331.92 28.04 

13. Credit- Deposit Ratio (CDR) 55.00 39.00 34.24 33.90 34.68 

14. Recovery Percentatge •• 32.99 36.00 38.21 40.05 45.14 

15. Gross NPA% to Advances * • .41.30 39.83 32.24 

Source : Computed from data based on Statistical Tables Relating to Banks in India, RBI 
Bulletin and Statistics on RRBs, NABARD. 

Notes : * The value was not calculated since some data were not available 
•• Recovery percentage as at the end of June of previous year. 
·-· sign indicates loss 

It is also revealed from Table 6.18 that the gross ratio and operating ratio 

both came down from 158.23% and 76.94% in 1995-96 to 99.24% and 28.04 in 

1999-2000, indicating lower growth rate of total expenditure as well· as operating 

expenditure than the total income, i.e., the viability and profitability condition 

increased during that period. 

Credit deposits ratio decreased from 55.00% to 34.68%, whereas, recovery 

percentage increased from 32.99% to 45.14% and side by side the gross NPA 

percentage to total advances reduced from 41.30% in 1997-98 to 32.24% in 1999-
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2000. All those results were better than the average results at the state level which 

exhibited the better performance of the bank in comparison to some other· RRBs in 

the state. 

6.5.4.2 Mayu. GB 

The details regarding the financial ratios of Mayu.GB over period from 1995-

96 to 1999-2000 are shown in Table 6.19 which disclose the following : 

The Mayu.GB made losses during the 1995-96 to 1999-2000. The- interest 

income ratio (r) of the bank showed improvement from 6.04% to 8.34% and at the 

same time the interest expenses ratio (k ) also increased from 5.58% to 7. 72% and 

there was improvement of spread ratio (r - k) which rose slightly from 0.46% to 

0.62. It is remarkable matter that the spread ratios in the years 1996-97 and 1997-

98 were negative at 0.26% and 0.55% respectively. In 1998-99 it increased to 

1.41% but again decreased in the next year to 0.62%. 

On the other hand, the manpower expenses ratio (m) and other expenses 
' 

ratio (o) decreased from 3.85% and 1.22% to 2.61% and 0.63%, showing an 

increasing and mixed trend respectively during the period from 1995-96 to 1997-

2000. While the non-interest income ratio ( c) of the bank slightly increased from 

0.55% to 0.71% at the same time. As a result, the burden ratio (m+o-c) decreased 

from 4.52% to 2.53% during that period. Thus, the overall profitability ratio (s-b) 

increased from (-)4.06% to (-)1.91%, the negative figure of this ratio was highest in 

1996-97 due to high level cost of provisioning and contingencies. The net profit to 

total assets ratio as on 31 March 2000 was also negative at 1.91 %, but it was 

lower than the previous year(-1.72%). Thus, in the final analysis it may be 

concluded that the financial performance of Mayu.GB was not satisfactory. In other 

words, the bank was not a financially viable institution. 

Table 6.19 also shows that the gross ratio of the bank declined from 

161.72% in 1995-96 to 121.15% in 1999-2000, showing a mixed trend during that 

period. As well as, the operating ratio decreased from 77.00% to 35.82% during 

the same time, indicating a marked improvement in efficiency of the bank. But, 

compared to the average results at the state level those results were poor. 
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Table 6.19 : Analysis of Financial Ratios of Mayurakshi Gramin Bank 
(magnitude in%) 

SI.No Financial Ratios or key Indicators 1995-96 1996-97 1997-98 1998-99 1999-00 

1. Interest Income Ratio (r ) 6.04 7.03 7.25 7.45 8.34 

2. Interest Paid Ratio (k) 5.58 7.29 7.80 6.04 7.72 

3. Manpower Expenses Ratio (m) 3.85 3.14 2.96 2.89 2.61 

4 Non-interest Income Ratio (c) 0.55 0.64 2.03 0.42 0.71 

5. Other Expenses Ratio (o) 1.22 2.15 0.22 0.53 0.63 

6. Non Interest Expenses Ratio (n) 5.46 5.29 3.18 3.42 3.24 

7. Spread Ratio (s) = (r- k) 0.46 -0.26 -0.55 1.41 0.62 

8 Burden Ratio (b)= (m+o-c) = (n-c) 4.52 4.65 1.15 3.00 2.53 

9 Profitability Ratio {p) = (s- b) -4.06 -4.91 -1.70 -1.59 -1.91 

10 Net Profit to Total Assets Ratio * . * -1.72 -1.91 

11 Gross Ratio (GR) 161.72 163.90 118.34 120.25 121.15 

12 Operating Ratio (OR) 77.00 68.93 34.33 43.54 35.82 

13 Credit Deposit Ratio (CDR) 46.00 41.00 37.53 37.08 32.99 

14 Recovery Percentage** 40.17 41.82 40.74 36.97 49.14 

15 Gross NPA% to Advances * * 32.45 31.38 20.71 

Source : Computed from data based on Financial Analysis of RRBs (1996-97), NABARD ; 
Statistical Tables Relating to Banks in lndia(various issues}, RBI Bulletin and Key 
Statistics (various issues). NABARD. 

Notes : * the value was not calculated since some data were not available. 
** Recovery percentage as at the end of June of the previous year. 

'-' indicates the negative profitability ratio. 

Credit-Deposits ratio reduced from 46.00% to 32.99% during the period from 

1995-96 to 1999-2000. While recovery percentage increased from 40.17% to 

49.14% and side by side gross NPA percentage to total advances decreased from 

32.45% in 1997-98 to 20.71% in 1999-2000, these results were satisfactory in 

comparison to the average results at the state level. 
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6.5.4.3 UBKGB 

Financial ratios of various performance indicators of UBKGB during the 

period of 1995-96 to 1999-2000 are given in Table 6.20 which indicate the 

following: 

Interest income ratio (r) of UBKGB increased from 4.5% in 1995-96 to 

6.29% in 1999-2000 due to increase in interest income on advances, investment 

and bank balances. Whereas, interest paid ratio (k) increased slightly from -'!-.21% to 

Table 6.20 : Analysis of Financial Ratios of Uttar Banga Kshetriya Gramin 
Bank 

(magnitude in%) 

SI.No Financial Ratios or key Indicators 1995-96 1996-97 1997-98 1998-99 1999-00 

1. Interest Income Ratio (r) 4.51 4.04 5.38 6.16 6.29 

2. Interest Paid Ratio (k) 4.21 3.21 3.50 4.82 4.66 

3 Manpower Expenses Ratio(m) 2.92 1.82 1.77 2.52 2.29 

4 Non-interest Income Ratio (c) 0.71 0.12 0.14 0.60 0.71 

5 Other Expenses Ratio (o) 1.35 4.40 0.20 1.21 0.91 

6 Non-Interest Expenses Ratio (n) 4.27 6.22 1.97 3.73 3.20 

7 Spread Ratio (s) = (r- k) 0.30 0.83 1.88 1.34 1.63 

8 Burden Ratio (b) = (m+o-c)=(n-c) 3.56 6.10 1.83 3.13 2.49 

9 Profitability Ratio ( p) = (s- b) -3,26 -.27 o.bs -1.79 -0.86 

10 Net Profit to Total Assets Ratio * * * -2.10 -1.02 

11 Gross Ratio (GR) 162.49 227.01 98.96 126.52 112.33 

12 Operating Ratio (OR) 81.78 149.67 35.65 55.22 45.77 

13 Credit Deposit Ratio (CDR) 58.00 50.00 44.00 39.46 39.13 

14 Recovery Percentage** 30.03 31.74 49.92 NA 51.77 

15 Gross NPA% to Advances * * 53.96 46.98 38.00 

Source: Computed from data based on Fmanc1al AnalysiS of RRBs (1996-97), NABARD; 
Statistical Tables Relating to Banks in lndia(various issues), RBI Bulletin and Key 
Statistics (various issues). NABARD. 

Notes : * the value was not calculated since some data were not available. 
** Recovery percentage as at the end of June of the previous year. 

'-'indicates the negative profit (i.e., loss) 
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4.66% during that period. As a result, the spread ratio (r-k) raised from 0.30% to 

1.63% at the same time. 

On the other hand, due to minor decrease in man-power ratio (from 2.92% to 

2.29%) and other expenses ratio (from 1.35% to 0.91 %) the burden ratio (b) 

decreased from 3.56% to 2.49% during the period from 199~-96 to 1999-2000. But 

except the year 1997-98, the bank was not able to earn profit during that period, so 

that the profitability ratio was negative though it declined from 3.26% to 0.86%. 

The negative profitability ratio was the highest in 1996-97 at 5.27% during 

the period of 1995-96 to 1999-2000. This was because the high magnitude of cost 

of provisions and contingencies and low level of income (interest income and non

interest income). But the bank was able to turn from loss to profit in the next year. 

Unfortunately the bank again incurred losses from 1998-99 which indicated 

decrease in improvement of efficiency of the bank. 

During the period between 1995-96 and 1999-2000, UBKGB could able to 

decrease the gross ratio and operating ratio from 162.49% and 81.78% to 112.33% 

and 45.77% respectively. A remarkable matter is that in the year 1996-97, the 

gross ratio was above 200% (227.01 %), i.e., the total expenditure of the bank was 

two times higher than . the of total income. 

Table 6.20 also shows that the credit deposit ratio declined from 58.00% to 

39.13%, showing a continuous decreasing trend during the period from 1995-96 to 

1999-2000. While recovery percentage rose from 30.03% to 51.77% during that 

period. These results of UBKGB were better than the average results at the state 

level (Table 6.4). But the gross NPA percentage to total advances was higher in 

every year during the period from 1997-98 to 1999-2000 than that of the state 

level. As on 31 March 2000 the gross NPA percentage of UBKGB was 38% as 

against the 35.95% at the state level during the same time which indicates 

improvement of financial performance of the bank but lower compared to. some 

other RRBs in the state such as SGB, BGB, Mal. GB etc. 

6.5.4.5 NGB 

Information regarding the financial ratios of various performance indicators 

of NGB information during the period from 1995-96 to 1999-2000 is presented in 

Table 6.21 which reveals as below: 
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Due to higher growth of interest income than the growth rate of volume of 

business, the interest income ratio (r) NGB showed a marked improvement from 

5.98% in 1995-96 to 9.95% in 1999-2000, exhibiting a continuous increasing trend, 

showing 1.66 folds growth over the period. While the interest paid ratio (k) also rose 

from 5.63% to 6.86%, indicating continuous rising trend and showing 1.36 folds 

growth at the same time. This was because interest expenses on deposits 

increased more rapidly than the increase in volume of the business. 

Table 6.21 : Analysis of Financial Ratios of Nadia Gram in Bank 

(magnitude in%) 

\ SI.No Financial Ratios or key Indicators 1995-96 1996-97 1997-98 1998-99 1999-00 

! 1. Interest Income Ratio (r) 5.98 8.99 9.34 9.51 9.95 

2. Interest Paid Ratio (k) 5.03 6.22 6.28 6.37 6.86 

3 Manpower Expenses Ratio (m) 2.69 2.74 2.36 2.26 2.04 

I 

!4 Non-interest Income Ratio (c) 0.05 0.11 0.44 0.34 0.44 

I 

!5 
I Other Expenses Ratio (o) 4.62 4.07 2.19 0.85 0.54 
I 

6 Non-Interest Expenses Ratio (n) 7.31 6.81 4.55 3.11 2.58 
, 

7 Spread Ratio (s) = (r- k) 0.95 2.77 3.06 3.17 3.09 

8 Burden Ratio (b)= (m+o-c)=(n-c) 7.26 6.71 4.11 2.77 2.14 

9 Profitability Ratio (p) = (s- b) -6.31 -3.94 -1.05 0.37 0.95 

10 Net Profit to Total Assets Ratio * 
.. 

* 0.35 0.89 

11 Gross Ratio (GR) 204.57 143.13 110.76 96.21 90.87 

12 Operating Ratio (OR) 121.17 74.82 46.53 31.57 24.81 

13 Credit Deposit Ratio (CDR) 46.00. 40.00 38.23 35.67 30.73 

14 Recovery Percentage** 40.79 44.10 40.00 41.59 44.02 

15 Gross NPA% to Advances * I * 42.62 41.14 46.20 

Source: Computed from data based on Fmanc1al Analysis of RRBs (1996-97}, NABARD; 
Statistical Tables Relating to Banks in lndia(various issues}, RBI Bulletin and Key 
Statistics (various issues). NABARD. 

Notes: * the value was not calculated since some data were not available. 
** Recovery percentage as at the end of June of the previous year. 

'-'indicates the negative profit (i.e., loss) 
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From Table 6.21 above, it is revealed that the growth of interest income 

ratio (r ) was higher than that of interest paid ratio (k). As a result, the spread ratio. 

(r-k) increased from 0.95% to 3.09% during that period. On the contrary, the burden 

ratio (m+o-c) declined greatly from 7.26% to 2.14% over the same period due to 

minor decrease in manpower ratio (from 2.69% to 2.04%) and marked decrease in 

other expenses r8:tio (from 4.62% to 0.54%), i.e. the bank was able to lower and 

control the other operating costs at the later part of the period from 1995-96 to 

1999-2000. 

Consequently, the profitability ratio (s-b) turned from (-)6.31% to 0.95% 

during that period indicating a continuous improvement of efficiency of tbe bank. As 

on 31 March 2000, the net profit to total assets of the bank was 0.98% as against 

0.35% in the previous year. 

It could be seen from Table 6.21 that there was drastic decrease in gross 

ratio as well as operating ratio. These two ratios declined from 204.57%· and 

121.17% in 1995-96 to 90.87% and 24.81% in 1999-2000, exhibiting a continuous 

decreasing trend in both and indicating 2.25 folds and 4.88 folds negative growth 

respectively. These results indicated a great improvement of financial performance 

of the bank. This improvement was higher in comparison to the all other RRBs in the 

state during that period. 

In line with other RRBs in the state, the credit deposits ratio of NGB 

decreased from 46.00% to 30.73% due to faster growt~ rate of deposits than the 

advances. While the recovery percentage of the bank increased from 40.79% to 

44.02%. Due to increase in recovery the gross NPA percentage to advances 

decreased from 42.62% in 1997-98 to 41.14% in 1998-99, though it increased to 

46.20% in the next year. 

6.5.4.6 BGB 

The details regarding the financial ratios of performance indicators of BGB 

during the period from 1995-96 to 1999-2000 are presented in Table 6.22, which 

disclose the following : 
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Table 6.22 : Analysis of Financial Ratios of Bardhaman Gram in Bank 

(magnitude in %) 

SI.No Financial Ratios or key Indicators 1995-96 1996-97 1997-98 1998-99 1999-00 

1. Interest Income Ratio (r) 7.50 8.77 9.58 9.93 10.41 

2. Interest Paid RatiQ (k) 4.95 6.00 7.04 7.47 8.20 

3 Manpower Expenses Ratio (m) 2.56 2.68 2.29 2.00 1.84 

4 Non-interest Income Ratio (c) 0.53 0.87 0.64 0.45 0.63 

5 Other Expenses Ratio (o) 1.81 0.43 0.42 0.84 0.68 

6 Non-Interest Expenses Ratio (n) 4.37 3.11 2.71 2.84 2.52 

7 Spread Ratio (s) = (r- k) 2.55 2.77 2.54 2.46 2.21 

8 Burden Ratio (b) = (m+o-c)=(n-c) 3.84 2.24 2.07 2.39 1.89 

9 Profitability Ratio (p) = (s- b) -1.29 0.53 0.47 0.07 0.32 

10 Net Profit to Total Assets Ratio * * * 0.07 0.30 

11 Gross Ratio (GR) 115.98 94.47 95.37 99.29 97.21 

12 Operating Ratio (OR) 54.45 32.23 26.58 27.31 22.90 

13 Credit Deposit Ratio (CDR) 40.00 33.00 31.57 27.85 28.78 

14 Recovery Percentage** 42.29 53.89 50.47 48.85 49.10 

15 Gross NPA% to Advances * * 45.66 28.49 27.56 

Source : Computed from data based on Financial Analysis of RRBs (1996-97), NABARD ; 
Statistical Tables Relating to Banks in lndia(various issues), RBI Bulletin and Key 
Statistics (various issues). NABARD. 

Notes: * the value was not calculated since some data were not available. 
** Recovery percentage as at the end of June of the previous year. 
·-' indicates the negative profit (i.e., loss) 

' 
There was a significant increase in interest earned ratio (r) of BGB from 

7.50% in 1995-96 to 10.41% in 1999-2000, exhibiting a continuous rising trend 

during the period between 1995-96 and 1999-2000. As on 31 March 2000, the 

interest earned ratio (r) of the bank was the highest among all the RRBs in the 

state, while the interest paid ratio (k ) was also the highest due to the cost of high 
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level interest expenditure. The interest paid ratio (k) rose from 4.95% to 8.20% 

during that period. 

The growth of interest income ratio (r ) (1.39 folds) was lower than that of 

interest paid ratio (1.66 folds ) over the period of 1995-96 to 1999-2000, as a result 

of which the spread ratio (r-k) slightly decreased from 2.550fo to 2.21 %. 

On the other side, there was marked decrease in burden ratio from 3.84% 

to 1.89% due to decline in manpower ratio (from 2.56% to 1.84%) a_nd other 

expenses ratio (from 1.81% to 0.68%) and simultaneously slight increase in non

interest income ratio (from 0.53% to 0.63%). 

As a result, the profitability ratio of the bank increased from (-)1.29% in 

1995-96 to 0.32% in 1999-2000, and it was the highest (0.53%) in the year 1996-

97. 

Table 6.22 also shows that the gross ratio and operating ratio both declined 

from 115.98% and 54.45% to 97.21% and 22.99% during that period. There was a 

great fall in operating ratio by 2.38 folds. 

Recovery percentage of BGB increased from 42.29% to 49.10%, showing a 

mixed trend during that period. Side by side, the gross NPA percentage to advances 

decreased from 45.66% in 1997-98 to 27.56% in 1999-2000. These results were 

· more significant than the average results at the state level which indicated a good 

financial performance of the bank. 

6.5.4.7 SGB 

During the period from 1995-96 to 1999-2000, the information about various 

financial ratios of different performance indicators of SGB is shown in Table 6.23 

which exhibits the following : 

The magnitude of interest income ratio (r ) of SGB which stood at 6.63% in 

1995-96, rose to 8.47% in 1999-2000, while the interest paid ratio (k) also increased 

from 5.26% to 6.33% at the same time. Consequently, the spread ratio increased 

from 1.37% to 2.14% during that period. This was bt?cause the growth of income of 

the bank over the period was higher than that of expenditure, which indicated the 

improvement of financial performance of the bank. 
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Table 6.23 : Analysis of Financial Ratios of Sagar Gramin Bank 

(magnitude in %) 

SI.No Financial Ratios or key Indicators 1995-96 1996-97 1997-98 1998-99 1999-00 

1. Interest Income Ratio (r) 6.63 7.97 8.29 8.71 8.47 

2. Interest Paid Ratio (k) 5.26 5.72 5.89 6.31 6.33 

3 Manpower Expenses Ratio (m) 2.74 2.73 2.24 2.29 1.87 

4 Non-interest Income Ratio (c) 0.16 0.43 0.16 0.16 0.30 

5 Other Expenses Ratio (o) 1.62 6.84 0.27 0.23 0.24 

6 Non-Interest Expenses Ratio (n) 4.36 9.57 2.51 2.52 2.1 1 

7 Spread Ratio (s) = (r- k) 1.37 2.25 2.40 2.40 2.14 

8 Burden Ratio (b) = (m+o-c)=(n-c) 4.20 9.14 2.35 2.36 1.81 

9 Profitability Ratio (p) = (s- b) -2.83 -6.89 0.05 0.04 0.33 

10 Net Profit to Total Assets Ratio • . . 0.04 0.33 

11 Gross Ratio (GR) 141.75 182.08 99.57 99.60 96.23 

12 Operating Ratio (OR) 64.27 113.96 29.70 28 .38 24.07 

13 Credit Deposit Ratio (CDR) 38 .00 30.00 25.70 23.11 21 .53 

14 Recovery Percentage** 27.60 27.68 35.59 39.77 41 .00 

15 Gross NPA% to Advances * * 53.70 54.03 44.88 

Source : Computed from data based on Financial Analysis of RRBs ( 1996-97), NABARD ; 
Statistical Tables Relating to Banks in lndia(various issues), RBI Bulletin and Key 
Statistics (various issues). NABARD. 

Notes: * the value was not calculated since some data were not available. 
** Recovery percentage as at the end of June of the previous year. 
' -· indicates the negative profit (i.e., loss) 

Due to decrease in manpower expenses ratio (from 2.74% to 1.87%) and 

other expenses ratio (from 1.62% to 0.24%) and increase in non-interest income 

ratio (from 0.16% to 0 .30%) the bank was able to achieve decline in the burden 

ratio (m+o-c) from 4 .20% in 1995-96 to 1.81% in 1999-2000. During the period from 

1995-96 to 1999-2000, the burden ratio (b) was the highest in the year 1996-97 at 

9.14% which was due to the high level of cost of provisions and contingencies. At 

that time the amount of provisions and contingencies was Rs. 1500.00 lakhs. But it 
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decreased tremendously in the next year at Rs. 3.00 lakhs only, as a result the 

bank was able to turn from loss to profit. 

Profitability ratio (s-b) of the bank increased from (-)2.83% to 0.33% during 

the period from 1995-96 to 1999-2000, which indicated the improvement of 

profitability condition of the bank. 

Gross ratio of SGB (Table 6.23) reduced from 141.75% in 1995-96 to 

96.23% in 1999-2000 as well as the operating ratio from 64.27% to 24.0~% during 

the same time. In comparison to some other RRBs in the state, these results of 

SGB was better during that period. 

In the year 1995-96, the Credit - Deposit ratio of the bank stood at 38.00% 

and it declined to 21.53% in 1999-2000, showing a decreasing trend during that 

time. Recovery percentage increased from 27.60% in 1995-96 to 41.00% in 1999-

2000 and NPA percentage decreased from 53.70% in 1997-98 to 44.88% in 1999-

2000 which indicates that regarding recovery percentage and gross NPA 

percentage to advances performance of the bank was unpleasant in comparison to 

the state level average figure. 

6.5.4.8 HGB 

In the Table 6.24, the details regarding financial ratios of HGB during the 

period between 1995-96 and 1999-2000 are given which bring out the following 

trends: 

Due to a fair increase in interest income from investment and bank balances, 

the interest income ratio was high in every year during the period from 1995-96 to 

1999-2000. It increased from 9.26% to 9.99% during that period. But, on the other 

hand, there was marked increase in interest paid ratio, from 5.57% to 7.80% at the 

same time. As a result, the spread ratio decreased from 3.69% to 2.19% during that 

time which was not much significant . 

On the other side, the burden ratio also declined from 3.33% to 2.07% 

mainly due to increase in interest expenses on deposits. During that period of 1995-

96 to 1999-2000, the profitability ratio decreased from 0.36% to 0.12% which 

indicated decrease in profitability condition of the bank. But only HGB could be 

able to earn profit in every year during that period and that was why the profitability 

ratio (s-b) was always positive. As on 31 March 2000, the net profit to total asset 
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ratio of the bank was 0.11% as against 0.52% in the previous year which exhibited 

that the profit decreased with respect to total assets. 

Table 6.24 : Analysis of Financial Ratios of Howrah Gramin Bank 

(magnitude in %) 

SI.No Financial Ratios or key Indicators 1995-96 1996-97 1997-98 1998-99 1999-00 

1. Interest Income Ratio (r) 9.26 10.36 9.92 9.97 9.99 

2. Interest Paid Ratio (k) 5.57 6.54 7.13 7.27 7.80 

3 Manpower Expenses Ratio (m) 2.73 2.29 1.99 1.80 1.53 

4 Non-interest Income Ratio (c) 0.50 0.45 0.48 0.40 0.47 

5 Other Expenses Ratio (o) 1.10 0.95 0.64 0.76 1.01 

6 Non-Interest Expenses Ratio (n) 3.83 3.24 2.63 2.56 2.54 

7 Spread Ratio (s) = (r- k) 3.69 3.82 2.79 2.70 2.19 

8 Burden Ratio (b) = (m+o-c)=(n-c) · 3.33 2.79 2.15 2.16 2.07 . •. 

9 Profitability Ratio (p) = (s- b) 0.36 1.03 0.64 0.54 0.12 

10 Net Profit to Total Assets Ratio * * * 0.52 0.11 

11 Gross Ratio (GR) 96.31 90.51 93.81 94.81 98.85 

12 Operating Ratio (OR) 39.12 29.98 25.28 24.67 24.28 

13 Credit Deposit Ratio (CDR) 38.00 32.00 27.51 26.46 25.52 

14 Recovery Percentage** 24.85 26.75 40.63 NA 42.00 

15 Gross NPA% to Advances * . 45.13 40.06 36.38 

Source: Computed from data based on F~nanc1al Analysis of RRBs (1996-97), NABARD; 
Statistical Tables Relating to Banks in lndia(various issues), RBI Bulletin and Key 
Statistics (various issues). NABARD. 

Notes: • the value was not calculated since some data were not available. 
** Recovery percentage as at the end of June of the previous year. 
'-' indicates the negative profit (i.e., loss) 

It could be seen from Table 6.24 that the gross ratio rose from 96.31% to 

98.85%, showing a mixed trend during that period. But, there was a decreasing 

trend in the case of operating ratio which decreased from 39.21% in 1995-96 to 

24.28% in 1999-2000. It showed that an improvement in operating -efficiency of the 

bank. 
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Table 6.24 also shows that the credit deposit ratio of the bank decreased 

from 38.00% to 25.52%, exhibiting a declining trend at the same time which 

expressed that the growth rate of outstanding loan was lower than that of deposits. 

Recovery percentage improved from 24.85% to 42.00% during that period, 

whereas the gross NPA percentage to advances reduced from 45.13% in 1997-98 

to 36.38% in 1999-2000 which was less significant. 

6.5.4.9 MGB 

In the state of West Bengal MGB is the youngest among all the RRBs. It 

did not show very good profitability. Data regarding its various financial ratios of 

performance indicators, during the period from 1995-96 to 1999-2000 is presented 

in Table 6.25, which reveal the following: 

There was marked increase in interest income ratio of MGB from 4.98% in 

1995-96 to 8.47% in 1999-2000, indicating a mixed trend during the period from 

1995-96 to 1999-2000. This was because of vast rise in interest income from 

investment and bank balances as well as advances. Simultaneously, the magnitude 

of interest paid ratio rose from 3.57% to 6.27% , exhibiting a rising trend during that 

period. Over that period, the growth of interest income ratio increased by 3.49% 

(i.e., 8.47% to 4.98%), which was higher than the growth of interest paid ratio by 

2.70% (i.e., 6.27% to 3.57%). As a result, the spread ratio rose from 1.41% to 

2.20% which indicated an improvement in viability and profitability condition of the 

bank. 

During the period from 1995-96 to 1999-2000, on the other side, due to 

decline in manpower ratio (from 2.14% to 1.56%) and other expenses ratio (from 

1.50% to 0.94%) and increase in non-interest income (from 0.17% to 0.53%) the 

burden ratio decreased from 3.47% to 1.97%, showing a mixed trend during that 

period (Table 6.25). 
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Table 6.25 : Analysis of Financial Ratios of Murshidabad Gramin Bank 

(magnitude in%) 

SI.No Financial Ratios or key Indicators 1995-96 1996-97 1997-98 1998-99 1999-00 

1. Interest Income Ratio (r) 4.98 7.70 8.13 7.96 8.47 

2. Interest Paid Ratio (k) 3.57 4.73 5.58 6.07 6.27 

3 Manpower Expenses Ratio (m) 2.14 2.15 1.87 1.91 1.56 

4 Non-interest Income Ratio (c) 0.17 0.26 0.35 0.55 0.53 

5 Other Expenses Ratio (o) 1.50 0.98 0.94 1.90 0.94 

6 Non-Interest Expenses Ratio (n) 3.64 3.13 2.81 3.81 2.50 

7 Spread Ratio (s) = (r- k) 1.41 2.97 2.55 1.89 2.20 

8 Burden Ratio (b)= (m+o-c)=(n-c) 3.47 2.87 2.46 3.26 1.97 

9 Profitability Ratio (p) = (s- b) -2.06 0.10 0.09 -1.37 0.23 

10 Net Profit to Total Assets Ratio -2.69 0.10 0.15 -1.61 0.25 

11 Gross Ratio (GR) 140.50 98.78 98.33 116.22 97.60 

12 Operating Ratio (OR) 70.90 39.31 32.88 44.86 27.86 

13 Credit Deposit Ratio (CDR) 76.00 50.00 35.27 32.43 33.35 

14 Recovery Percentage** 34.92 52.05 36.44 58.85 59.71 

15 Gross NPA% to Advances * 46.9 26.46 24.69 23.77 

Source : Computed from data based on Fmanc1al Analys1s of RRBs (1996-97), NABARD ; 
Statistical Tables Relating to Banks in lndia(various issues), RBI Bulletin and Key 
Statistics (various issues). NABARD. 

Notes : * the value was not calculated since some data were not available. 
** Recovery percentage as at the end of June of the previous year. 
'-'indicates the negative profit (i.e., loss) 

Consequently. the overall profitability ratio became positive from negative 

i.e., from (-)2.06% to 0.23%, showing a mixed trend during that period. 

Simultaneously, the net profit to total assets ratio turned from negative figure of 

2.69% to positive figure of 0.25% which revealed the improvement of efficiency as 

well as profitability condition of the bank. 

Table 6.25 also shows that the gross ratio and operating ratio decreased 

from 140.56% and 70.90% in 1995-96 to 97.60% and 27.86% in 1999-2000, 
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exhibiting mixed trend for both cases, which indicated the improvement of financial 
' 

performance of the bank. 

The credit deposit ratio of MGB decreased from 76.00% in 1995-96 to 

33.35% in 1999-2000 due to lower growth rate of advances creation in comparison 

to the growth rate of deposits mobilization. 

Recovery percentage of the bank rose from 34.92% to 59.7% at same time 

which was higher than the state level (Table 6.4) in every year during the period 

from 1995-96 to 1999-2000. 

Gross NPA percentage to the total advances of the bank decreased from 

46.9% in 1996-97 to 23.77% in 1999-2000, whereas the average gross NPA 

percentage at the state level declined from 56.74% in 1995-96 to 35.95% in 1999-

2000, i.e., from these results it may be said that the improvement of efficiency of 
- .• 

MGB was higher: than some other RRBs in the state. 

Thus, in the final analysis, it may be concluded that the financial 

performance of the bank became satisfactory. In other words, the bank was able to 

show itself as a viable financial institution. 

6.6 Working of RRBs : Reviews by Various Committees 

Some researchers in the past had argued that performance of the Regional 

Rural Banks need not be assessed in terms of profitability since they were 

established with the principle of providing service to the rural people. But 

practically, for any financial institution to sustain in the long run, an element of 

profit becomes inevitable and in view of the recent changes in policy by the 

Government in this regard. Profitability aspect has been recognized as an important 

yardstick for continuation of the established institution on a sound footing to render 

efficient services for a longer period. Many RRBs in the country were not able to 

earn a reasonable amount of profit in the past and as a· result their viability had 

been questioned _by various committees. A highlight of these committees' reports is 

presented below -: · 



204 

The Dantwalla Committee in 1977 reviewed the performance of 48 RRBs 

formed by then. It found that they had established an image of being a poor man's 

bank and recommended an increase in their number to cover a larger canvass. 

The Committee to Review Arrangements for Institutional Credit for Agriculture 

and Rural Development (CRAFICARD) recommended in 1979 to give preference to 

RRBs in the licensing policy for opening more branches in rural areas. It also 

recommended that the control of RRBs to be vested with the then proposed apex 

institution for rural development, NABARD. 

The Working Group on RRBs (1986) headed by Mr. S.M.Kelkar,· recognized 

their phenomenal progress in expanding the branch network, mobilizing rural 

. savings and improving the access of the rural poor to institutional. credit. It also 

observed that the viability of RRBs was strained, as most of them were not 

profitable. It recommended an increase in their capital base, permission to land to 

public bodies such as state scheduled caste and scheduled tribes corporations and 

continued support from sponsor banks for fund management, technical and 

managerial personnel and training. 

The Agricultural Credit Review Committee (1989) observed that RRBs no 

longer enjoyed a low cost advantage since their pay scales were almost the same 

as those of Commercial Banks. 5 On the other hand, Commercial Banks had done 

well to expand their rural network at a much faster pace and induct technically 

qualified staff in the same period. The Committee concluded that RRBs have no 

place in the rural credit system and they should be merged with their sponsor banks. 

The Narasimham Committee (1991) on financial systems remarked that 

RRBs' low earning capacity and rising expenditure had seriously affected their 

viability. The Committee, therefore, recommended that RRBs should be permitted 

to engage in all types of banking business. It also suggested separating rural branch 

operations of sponsor banks and forming them into subsidiaries, leaving the option 

to RRBs and sponsor banks to merge the former voluntarily with the latter's rural 

banking subsidiaries. 

The Report of the Committee on Restructuring of RRBs (1994) headed by 

M.C.Bhandari advocated that professional and not politician be nominated on the 

boards, the directors on these boards be at least of the status of chairman of a 

sponsoring bank or any RRBs and surplus funds be invested in UTI schemes, fixed 
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deposits in profit making term lending institutions, bonds of nationalized banks 

approved by credit rating agencies, etc. Further, the Committee was of the view 

that the RRBs be allowed to access to the credit portfolio of sponsor banks and 

paid up capital of each RRBs raised to Rs one crore by March 1995. 

The Expert Group on RRBs (1999) headed by Dr. N.K.Thingalaya had 

suggested merger of RRBs, which can not become viable in a reasonable period, 

with neighbouring units. 6 It also suggested the liquidation of very weak banks. 

During the period between 1995 and 1998, there was constituted a number of 

another three committees, viz., Basu Committee (1995), S.C.Mahalek Committee 

(1996) and R.V.Gupta Committee (1998), for the revamping for RRBs, in order to 

examine the structure of remuneration package of RRBs and to review the 

agricultural credit provided by RRBs respectively. 

The Narasimham Committee (1998) on banking sector reform recommended 

the continuance of viable and potentially viable RRBs in their present form. It also 

suggested selective merger of various RRBs sponsored by one bank in the same 

state to permit economies of scale and optimum use of human resources. It 

recommended further that RRBs should reach a capital adequacy ratio of 8 

percent over five years. 

Agarwal Committee (1999-2000) was the working group to examine the 

manpower planning in the case of RRBs. The Committee recommended for the 

reduction of manpower at each branch level of RRBs. 

The Expert Committee on Rural Credit (2001) supported the Thingalaya 

Committee recommendation of a separate rehabilitation programme for banks 

operating in · backward, tribal and other difficult areas. The Expert 

Committee included the question of making Capital Adequacy Requirement 

applicable to RRBs might be reviewed after 3 years based on a fresh assessment 

of their position in 2004-05. 
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6.7 Factors Behind Achieving Economic Viability of RRBs: 

6.7.1 Investment 

One of the most important sources of RRBs to earn profit is investment. On 

account of low yield on loans and advances due to low recovery, all RRBs in the 

state went for the investment in a big way particularly out of Non-SLR surplus fund. 

This trend resulted in very good growth in investments. 

The introduction of prudential norms, coupled with the need of reducing their 

NPAs led the RRBs for adopting a cautions approach towards lending. This c;:oupled 

with the fact that recapitalisation funds could not be immediately deployed for· 

lending resulted in an increase in their investment portfolio. In order to improve 

profitability and avoid accumulation of NPAs, the RRBs apparently adopted the 

investment route in preference to the riskier credit route. The management of 

investment portfolio of RRBs, however, needs improvement to avoid mismatches 

and defaults to higher financing agencies . The sponsor banks will have to 

effectively guide the RRBs in this regard. 

During the year 1995-96, RRBs were permitted to invest non-SLR surplus 

resources in UTI - listed schemes, fixed deposits of profit making term-lending 

institutions, bonds of public sector institutions etc. with a view to improve their 

profitability. 

It could be seen from Table 6.26 that during the year 1996-97, UBKGB, 

Mayu.GB recorded growth of investment over the previous years by 738.93% and 

455.41% respectively and it was 223.31% at the state level. The amount of 

investments of MGB, UBKGB and Mayu.GB increased .from Rs. 900.00 lakhs , Rs. 

700.10 lakhs and Rs. 1026.00 lakhs in 1995-96 to Rs. 8344.00 lakhs, Rs. 

14303.00 lakhs and Rs. 15404.00 lakhs in 2000-01 respectively, exhibiting a rising 

trend and showing 9.27 folds 20.43 folds and 15.01 folds over the six years period 

from 1995-96 to 2000-01. Side by side, their investment deposits ratios rose from 

27.64% and 13.20% to . 72.26%, 62.63% and 67.38% during that period 

respectively. 
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T:tble (>.26 : The Amount of Investments ;md Jnvcstma.:nt Deposits Ratios of all RRBs in West Bengal 

( Rs. in lakhs) 

I Amount of Investment Investment Deposit Ratio* (Percentl_ 
Name of 1995-96 1996-97 1997-98 1998-99 1999-2000 2000.-01 1995-96 1996-97 I 997-98 1998-99 1999- 2000-01 
RRBs 2000 
GGB 2200.20 6915.94 9413.90 11831.06 15028.04 18033.00 14.56 35.54 38.80 41.84 44.11 42.93 

(100.00) (214.33) (36.12) (25.68) (27.02) (20.00) 
Mai.GB 477 I .43 14805.16 I 8996.12 24809.01 33830.65 16104.00 22.19 53.46 55.90 58.43 66.09 26.60 

(138.57) (210.29) (28.3 I) (30.60) (36.36) (-52.40) 
Mayu.GB 1026.00 5698.51 6901.60 17167.32 12591.5 I 15404.00 13.20 54.26 51.78 106.95 64.93 67.38 

(46.5 I) (455.41) (21.11) (148.74) (-26.65) (22.34) 
UBKGB 700.10 5873.37 7887.88 9417.78 9417.78 14303.00 6.44 40.85 46.57 43.66 34.12 62.63 

(I 6.66) (738.93) (34.30) (19.40) (0.00) (51.87) 
NGB 2246.95 5906.65 7704.87 8512.35 12398.77 14857.00 36.81 79.19 8l.l8 70.93 84.65 83.72 

(275.74) (162.87) (30.44) ( 10.48) (45.66) (19.83) 
BGB 3471.00 10434.4 12231.61 17211.10 20919.36 250.65 32.19 71.08 71.22 77.24 82.65 86.78 

(72.86) (200.62) (17.22) (40.71) (21.15) _(19.77) 
SGB 4384.20 13140.12 17268.84 2556.95 28984.63 36252.00 30.37 70.49 70.93 75.69 77.79 79.62 

(165.71) (199.72) (3 I .42) (30.62) (28.50) (25.07) 

HGB 2974.16 7884.93 10453.81 13787.68 17863.44 239.34 41.57 81.06 82.47 86.08 90.84 102.73 
(87.05) (165.1 I) (32.59) (3 I .89) (29.56) (33.98) 

MGB 900.00 2648.71 3456.10 4890.51 6337.50 8344.00 27.64 62.83 60.81 65.70 66.01 72.26 
(NA) (194.30) (30.48) (41.50) (29.59) (3 1.66) 

W.Bengal 2674.04 73307.79 94314:73 130183.76 157371.68 172289.00 23.38 57.84 59.74 66.45 65.92 60.25 
(142.60) (223.31) (28.66) (38.03) (20.88) (9.48) 

All India 761925.00 1040000.00 1349060.20 · I 980336.10 2251965.97 2693025.00 53.70 57.68 . 60.82 74.00 69.94 70.35 
(NA) (Jo.:'iO) (29.72) (_4_fl_2~1_. __ .i!}. 72)_ _____ _(!..?.59} __ 

Source: Compiled and computed from data based on Statistics on RRBs (various issues); NABARD; and Review of working of Regional Rural Banks (1997-98) NABARD. 
Notes: *Investment ·Deposit Ratio= Total Investment/Total Deposits X 100; '-'sign indicates negative growth; NA: Not Available; Figures in brackets are the percentages of 
growth over the previous year. 
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While at the state level and national level the amount of investment 

increased from Rs. 22674.04 lakhs and 761925.00 lakhs in 1995-96 to Rs. 

172289.00 lakhs and 2693025.00. lakhs in 2000-01 respectively, showing 

increasing trend and indicating 7.60 folds and 3.53 folds growth during that period 

as well as the investment deposits ratios rose at the both level from 23.38% and 

53.70% to 60.25% and 70.35% respectively at the same time. 

Table 6.26 shows that except GGB and Mai.GB for all the RRBs in the 

state the investment deposits ratios in 2000-01 were higher than the average figure 

(60.25%) at the state level. It was highest (102.73%) for the HGB, followed by BGB 

and NGB at 86.78% and 83.72% respectively. 

For all RRBs in the state the investments comprising balances in the 

deposits accounts with books, money at call and short notice and other investments 

during the period from 1995-96 to 2000-01 had been growing at a marked annual 

growth rate. 

Finally, it may be concluded that all RRBs except a few took full advantage 

of the reforms in the sphere of investments in RRBs in order to increase the yield 

assets. Consequently, the RRBs could improve their financial performances, 

achieved economic viability and turned themselves from as loss making to profit 

making institution. 

6.7.2 Non-Fund Business 

The RRBs could not make any breakthrough in the field of issuing Bank 

Guarantee and being a RRBs there were also some hurdles in the commercial 

activities. But now from almost all the branches of RRBs in the state RRBs are 

giving demand drafts by purchasing the same from the Sponsor Bank and the 

commission earned is shared equally with the sponsor Bank, i.e., perhaps all the 

branches of · RRBs in the state have been authorized to deal with Non-Fund 

Business, namely arrangement for collection of cheques/bills, arrangement for 

procurement of demand drafts for customers from Sponsor Bank branches on a 

share of income at the rate of 50%. 

Some branches of RRBs in the state are allowed to have locker facilities and 

to extend facilities of Bank Guarantee. Though the RRBs are trying hard to increase 

their non-fund business but due to want of locational advantages and infrastructure 
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support they could not achieve the good up to expected level (Review of Working 

of RRBs, NABARD, 1997-98). 

6. 7.3 Development Action Plan (DAP) 

All RRBs were advised by Govt. of India through NABARD to prepare 

Development Action Plan to attain current and sustainable viability coupled with 

Memorandum of Understanding (MoU) between RRBs and Sponsor Bank to guide, 

control and facilitate DAP implementation. This was initiated during the y~ar 1994:.. 

95 with the basic aim for achieving break-even level in a reasonable period of time. 

The DAP envisages several measures to be taken by RRBs for improving 

their performance such as (a) setting up an effective key performarce area, (c) 

analysis of costs, yield and margins and computation of break-even level, (d) 

identification of the problems which lead to poor productivity, higher cost, lower 

yields, minor margins and losses in the bank, (e) planning for remedial measures 

which are specific to the diagnosed problems, etc. 

6. 7.4 Recapitalisation 

The process of recapitalisation which was initiated in the year 1994-:-95 

continued through 2000-01 and most of the RRBs were brought under the 

programme. As on 31 March 1998, 151 RRBs out of the 196 RRBs in the country 

stood covered under the recapitalisation programme; 129 RRBs were fully 

recapitalised while .22 RRBs stood partially recapilised. As a result, perhaps all 

RRBs under that programme turned from loss to net profit. 

6. 7.5 · Branch Rationalisation 

RRBs have now been given more freedom in the matter of rationalization of 

their branch network. In December 1993, RRBs were allowed to relocate their loss 

making branches at new places within their service area. RRBs, freed from the 

Service Area Obligations, were given freedom to relocate their · loss making 

branches preferably within the same block or convert them into satellite /mobile 

offices (Review of Working of RRBs, NABARD, 1997). Most of RRBs have taken 

advantage of this measure and relocated some of their loss making branches to 

better business location. They have also converted some other branches with low 

business level and potential into satellite offices. This led to better utilization of 

manpower and improvement in their business level. 
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Branch rationalization and the policy measures had a definite positive impact 

on the profitability of RRBs. All RRBs, in the state, became a viable institution, 

improved their net financial spread ratio over the last ten-year period. As on 31 

March 2001, all of them were able to earn profit. 

6.7.6 "Business Diversification 

All RRBs were allowed to finance non-target group (NTG) borrowers upto 

a ceiling of 60% of fresh loans in January 1994 as against 40% in September 

1992. A special training programme for RRBs' staff on NTG lending was initiated. 

The diversification of lending portfolio in RRBs through housing loans, 

consumer loans, NTG !endings etc. and the various non-fund based-activities, have 

resulted in better business distribution and avoidance -of concentration of risk in 

particular activity/group of activities, in addition to improving the income generating 

capacity of the RRBs (Financial Analysis of RRBs, NABARD, 1997 -98). 

6.7.7 Linking of Self-Help-Groups 

A system of Group based lending- in the form of financing of Self-Help

Groups (SHGs) by banks was introduced by NABARD in 1992 in order to make the 

present outreach more effective with minimal costs and to improve the utilization 

and recovery of loans (Review of Working of RRBs, NABARD, 1997). This 

programme of SHGs, which started on pilot basis from the year 1991-92, made 

rapid progress over the years. Most of the RRE3s had participated in the linkage 

programme as well and the number of SHGs and the amount of total financial 

assistance to the SHGs increased also over the years. 

6.7.8 Other Restructuring Measures 

The other restructuring measures like organizational Development Initiative 

(001), Mobile Job Trainers (MJT)7 Scheme, Manpower Development, Technical 

Monitoring and Evaluation (TME)6 cells Deregulation of Interest Rates (DIR) , 

Monitoring and Review Mechanism (MRM), State Level Co-ordination and Review 

Committee (SLCRC), Management Audit (MA), · Inspection of RRBs, Women 

Development Cells etc. also affected the overall performance of RRBs. The 

impact of various restructuring measures on the profitability of RRBs h~s been 

blunted due to factors like introduction of prudential norms of income recognition 

and provisioning, payment of provision for National Industrial Tribunal (NIT) arrears 
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to the staff, claims pending settlement with DICGC (Deposits Insurance and Credit 

Guarantee Corporation) etc .. 

By the help of above factors, all RRBs in the · state had been able to 

improve per employee and per branch productivity as well as volume of business , 

investment level, recovery percentage, reduce provisioning for NPA and control 

the operating cost. As a result, they all had been able to achieve viability and earn 

profit as on 31 March, 2001 though for most of the RRBs of the state the profitability 

levels were very low. 

6.8 Reasons for Low-Level of Profitability of RRBs in the State 

It could be seen from the above discussion that all the RRBs in the state 

were in losses till 1995, in 1996 HGB first earned profit and at the end of March of 

2001 they all earned profit. But most of them did not show a satisfactory level of 

profitability. The most important reasons behind the low level of profitability of 

RRBs in the state are : 

(i) Some of the RRBs h_ave very low productivity per staff indicating 

low volume of business ; 

(ii) Most of the RRBs are those which have been covered at 

delayed dates under restructuring programme. Thus they have 

received financial assistance for recapitalisation in late ; 

(iii) Some of them have lower recovery and higher NPA level ; 

(iv) Inadequate income generation due to supply of poor quality of 

assets; 

(v) Due to low productivity the cost of management works out 

higher in these RRBs; 

(vi) Many branches of these RRBs are located in certain 

disadvantaged location like in tribal regions, economically 

backward areas and less developed regions; 

(vii) Generally the management of these banks appears to be 

weaker. Perhaps late or non-selection under restructuring also 

led to their neglect by sponsor banks and other policy making 

institutions. This seems to have also resulted in low morale 
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among staff of these banks which further contributed to the poor 

performance. Perhaps the organization development initiation 

(ODI) could help to certain extent in such a situation; 

(viii) The urban-oriented employees find it difficult to adjust 

themselves with the rural people and the condition obtaining in 

villages. They find a great gulf between their way of living and 

that of the rural people and encounter the problem of finding 

suitable accommodation in rural areas. They are used to the 

basic physical amenities like furniture in the house, electricity, 

tap water and good sanitation and recreation facilities, etc., 

whereas all these are mostly lacking in villages . Besides, 

education of children also poses a problem for them. Thus, they 

stay at a great distance from the bank offices. 

Also, most of the urban oriented employees are worried during office hours 

because they have lack of experience of the problem of dealing with the rural 

people, resulting increase in the lack of initiative of the bank staff to improve the 

overall performance of the bank. 

6.9 Summary 

The above analysis exhibits the improvement of financial performance of all 

RRBs in the state in particular and RRBs in the country in general by the help of 

various financial ratios and the growth rate of income and expenditure. From this _ 

analysis we could identify the viability and profitability conditions of RRBs and also 

the factors behind the achieving viability and reasons for low level of profitability. 

The analysis has brought to focus the following highlights : 

(i) The number of profit making RRBs increased from 23 in 1991-92 

to 172 in 2000-01 at the national level, whereas this number rose 

from zero to 9 at the state level during the sameperiod, i.e., all 

the RRBs in West Bengal earned profit in 2000-01. Out of 196 

RRBs only 24 RRBs incurred losses in the country at that time. 

(ii) The amount of interest income of RRBs in the country increased 

from Rs. 141482.14 lakhs in 1995-96 to Rs. 394547.45.1akhs in 

1999-2000, while at the state level it rose from Rs. 8418.39 lakhs 
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to Rs. 25756.85 lakhs during that period. At both the levels the 

percentages of interest income to total income were above 90%. 

---·(iii) The amount of interest income increased from Rs. 105567.81 

lakhs and Rs. 6941.99 lakhs in 1995-96 toRs. 256459.29 lakhs 

and Rs. 20284.50 lakhs in 1999-2000 at.the national level and 

state level respectively. 

(iv) Due to the higher growth of interest income (178.87% and 

205.96%) than the interest expenses (142.93% and 192.20%) the 

spread ratio increased from 1.65% and 1.03% to 3.04% and 

1.74% during that period at the national and state level 

respectively. 

(v) The burden ratio at both levels decreased from 2.88% and 3.02% 

to 1 ,60% and 2.10% respectively during the same time because 

the growth of operating cost was lower than that of volume of 

business. 

(vi) Gross ratio and operating ratio also declined at both levels over 

the period from 1995-96 to 1999-2000. 

(vii) The average per RRB and per branch productivity of RRBs of the 

state were higher than that at the national level though the per 

employee productivity was lower at state level than the national 

level in every year during that period. 

(viii) Credit-Deposit ratio of RRBs at the national level decreased 

from 52.90% in 1995-96 to 40.94% in 1999-2000, whereas at 

the state level it declined from 47.58% to 31.7"7% during that 

period. 

(ix) The average recovery percentage at the state level was always 

lower than the national level, consequently the gross NPA 

percentage to total advances were higher at the former level than 

the latter level. Recovery percentages at the both levels (state 

and national) increased from 34.35% and 55. fO% in 19~5-96 to 

43.98% and 64.09% in 1999-2000 respectively. While the gross 
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NPA percentage decreased from 56.74% and 43.07% to 35.45% 

and 23.07% during the same period at the both levels. 

(x) The per branch and per employee productivity of BGB, SGB and 

HGB were higher than that at the state level but for GGB and 

UBKGB were lower during the period from 1995-96 and 1999-

2000. For Mai.GB_and Mayu.GB the per branch productivity were 

higher but per employee productivity were lower than the state 

level and for NGB and MGB the corresponding aspects were 

opposite. For both cases HGB showed the highest figure in the 

sate during the year 1999-2000. 

(xi) In the State of West Bengal, the per branch income of HGB was 

always the highest during the period from 1995-96 to 1999-2000. 

The spread ratio of this bank was always higher than its burden 

ratio, resulting in fact that the profitability ratio was always posi

tive, i.e., in every year during that period the bank earned profit. 

(xii) Besides, th~ per branch incomes of BGB, SGB, Mayu. GB and 

Mai.GB were higher than the average per branch income at the 

state level in every year during that period. 

(xiii) Rest four RRBs, viz., GGB, UBKGB, NGB and MGB had not 

been able to exceed the every figure at state level regarding per 

branch income, though the NGB had been able to show very 

good profitability during the year 1999-2000. 

(xiv) The amount of per branch loss of Mayu. GB was Rs. 7.59 lakhs 

at the end of March 2000, which was the highest in the state, 

whereas the NGB earned the highest per branch profit of Rs. 

2. 76 lakhs at the same time. 

(xv) Consequently, for Mayu.GB per employee loss was the highest, 

and the NGB was able to earn the. highest per employee profit 

during that time. 

(xvi) The lowest amounts of per employee income and per employee. 

expenditure was found to exist in GGB and UBKGB respectively 
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and figures for both of these items were found to be the highest 

for HGB as on 31March 2000. 

(xvii) At the end of March 2001 the SGB earned the highest profit of 

Rs. 503 lakhs, while MGB earned the lowest profit of Rs. 56 lakhs 

at the same time . 

(xviii) The overall financial performances of SGB, NGB and Mai.GB 

improved satisfactorily over the five years period of 19~5-96 to 

1999-2000. During the year 1999-2000, the spread ratios of these 

banks were higher than the average figure at the state level, they 

had been able to show marked positive profitability ratio. But, for 

GGB, UBKG and Mayu.GB these results were not satisfactory, 

though their financial performances improved in the next year. 

(xix) The percentage of interest income from advances to the total 

income for every RRB in the state decreased almost continuously 

during the period from 1995-96 to 1999-2000. During the year 

1999-2000, it was lowest for the SGB at 12.43% only, followed by 

the HGB at 15.93% , while it was the highest for the GGB at 

35.47%, followed by Mai.GB, and Mayu.GB at 25.71% and 

25.70% respectively. 

(xx) On the other hand, the percentage of interest income from 

investment and bank balances increased almost continuously at 

that period due to lower growth rate of advances and higher 

growth rate of investment. This percentage of the SGB (84.10%) 

was the highest and followed by the HGB (79.62%) during the 

year 1999-2000. 

(xxi) The percentages of interest on deposits to the total expenditure of 

all RRBs in the state increased vehemently over the period of 

1995-96 to 1999-2000. During the year 1999-2000, it was the 

highest for the BGB (74.10%) , followed by the SGB (73.33%), 

while it was the lowest for the UBKGB (56.88%) and followed by 

the GGB (62.12%). 



217 

6Such mergers should be. based on the ability of the stronger partner to 

absorb the weaker one and linguistic or area .or sponsor bank · or age 

compatibility (ECRC Report, 2001 }. 

7 The scheme of Mobile Job Trainers was continued in RRBs to facilitate on 

the job training of staff in branches in House-keeping and day to day banking 

operation including familarisation of staff with changes · taking place in the 

banking industry (Review of Working of RRBs, 1997). 

8 NABARD has founded establishment of numerous Technical Monitoring 

and Evaluation (TME) cells to impart necessary skill to the staff in appraisal, 

monitoring and evaluation of projects both urider Farm Sector and Non

Farm Sector, NABARD provided necessary financial assistance for the 

setting up of TME calls (Review of Working of RRBs, 199.S}. 



CHAPTER VII· 

PERFORMANCE OF SAMPLE BRANCHES OF 

MURSHIDABAD GRAMIN BANK 

. 7.1 Introduction 

The main objective of setting up of the Regional Rural Banks (RRBs) was to 

help or assist the potential development of agriculture and rural economy through 

providing credit and other facilities to the poor people of rural area well in time and 

on reasonable terms. All RRBs in the State of West Bengal as well as overall India 

had attempted to fulfill this basic objective by opening large number of branches with 

various measures. By 20?1, there were 196 RRBs with 14,311 branches covering 

427 districts in the country. While in West Bengal, there are 9 RRBs with 871 

branches covering 18 districts (Statistics on ~RBs, 2001 ). 

Murshidabad Gramin Bank (MGB), the youngest RRB in West Bengal was 

estaolished on Nov 17, 1984 under Regional Rural Bank Act., 1976 with a view to 

cater to the credit needs of small and marginal farmers, agricultural labourers, 

artisans, small entrepreneurs of the district of Murshidabad. As on 31 March, 2002, 

with 172 staff members and the network of 40 branches, the bank occupies the 

premier status in the development Banking of the districts. 

The overall performance of the bank depends largely on the performance of 

its branches because branches constitute the basic operational units where business 

gets transacted. On the other hand, the performance of a branch depends on many 

factors such as socio-economic condition, level of income generation, the nature of 

economic activity, availability of infrastructural and marketing facility, scope of non

fund based business in that area where the branch operates, willingness of the 

people , the efficiency of the staff of the branch etc. These factors measure the level 

of resource mobilization, size of loan, recovery performance, profit or loss etc. of 

the bank. On the basis of these indicators we can classify the branches of RRBs into 

various homogeneous groups to judge their performance, financial or other wise. 

But, the classification of the branches into exact homogenous group is l")ot possible · 

due to different socio-economic and other conditions prevailing in different areas. 

So, we have considered only recovery percentage of the branches over the 10 year-



MURSHIDABAD DISTRICT 
s 

WEST BENGAL 

- OISlRICT BORDER 
- St£-DMSION BORDER 
- BLOCK BORDER 

0 DISlRICT HEAD OFFICE 
e SUB-DMSION OFFICE 

SUMYAREA 

Fig. 7. l Map of 1he District of Murshicbbad Showing the Study Aiea 



219 

period from 1992-93 to 2001-02, to classify the branches into three categories, viz., 

good branches, satisfactory branches and poor branches. 

7.2 Methodology 

Various quantitative 1 and qualitative2 indicators of development, which might 

consider only one or two aspects of growth, can measure the efficiency of business 

organization and hence it would be difficult to arrive at a conclusion on the overall 

performance of the organization. To overcome this difficulty, an attempt was made 

to classify branches based on recovery percentage only over the 1 0-year period 

which could incorporate the aspect of performance and group the l;lranches as good, 

satisfactory and poor branches. 

In this connection, out of 40 branches of Murshidabad Gramin Bank we had 

selected six branches from different areas of the Murshidabad district. After a great 

deal of discussion and deliberation with the officials of Head Office of Murshidabad 

Gramin Bank and based on their experience in the field of banking, among six 

selected branches, two good performance branches, two satisfactory performance 

branches and two poor performance branches were identified. 

7 .. 2.1 Good Branches (Polsanda and Ransagar) 

The branches are defined as good performance branches if their average 

recovery rate over the 1 0-year period between 1992-93 and 2001-02 was 50% or 

above. The average recovery rate of Polsanda and Ransagar branches were 50.1% 

and 53.8% respectively during that period. Among the six selected branches, the 

total · ranks3 of recovery percentage of these two branches over the same ·period 

were 22 and 20 respectively (computed from the Table 7.10). Both the branches

Polsanda and Ransagar were established in 1989 and are located at Nabagram 

block and Murshidabad-Jaiganj Block respectively. 

7.2.2 Satisfactory Branches (Kalukhali and Shaikh Para) 

The branches, Kalukhali and Shaikhpara are grouped under the satisfactory 

category because their average recovery rate over the 1 0-year period from 1992-93 · 

to 2001-02 was above 40% and below 50%. The corresponding figures of these 

two branches were 42.1% and 49.7% respectively during that period. On the other 

hand, the ranks of these branches were 33 and 32 respectively at the same time 

(computed from Table 10). In 1987 and 1986 the branches Kalukhali and 
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Shaikhpara were _established which are located at Bhagwangola-11 and Raninagar II 

blocks respectively. 

7 .2.3 Poor Branches (Railitala and Shalinda) 

The branches, Ranitala and Shalinda are considered as poor branches 

because their average recovery rate over 1 0-year period from 1992-93 to 2001-02 

was below 40%. For these two branches the average recovery rates were 34.2% 

and 27.1% respectively during that period. The total . ranks of these bank~ over that 

period of 10 years were 48 and 55 respectively (computed from Table 7.1 0). 

These branches were established in the years 1988 and 1989 and are located at the 

blocks Bhagwangola-11 and Bharatpur-11 respectively. 

7.3 Branch-wise Growth of Deposits 

The financial performance of any branch of RRBs is also dependent on the 

growth of deposits. Because the growth of deposits lead to the volume of business 

(total productivity) as well as per-staff productivity. It was found that the growth rate 

of deposits varied among the various branches and varied also in different types 

(break-up) of deposits (Savings Bank deposits, Currer:tt Deposits and Term 

Deposits). The six tables below (Tables 7.1 to 7.6) pertaining to six selected 

branches are presented below which revealed many important information regarding 

the trend and pattern of deposits of thcise branches. 

7 .3.1 Growth of Deposits of Polsanda Branch 

The details regarding the Savings Bank Deposits, Current Deposits and 

Term Deposits as well as total deposits of Polsanda branch during the 10 year-period 

from 1992-93 to 2001-02 are presented in Table 7.1 which reveals the various 

information about the said deposits. 

' The total amount of Savings Bank Deposits of Polsanda branch increased 

from Rs.20.371akhs in 1992-93 to Rs.107.041akhs in 2001-02, exhibiting 5.25 folds 

growth during the period between 1992-93 and 2001-02. Excepting the year 1995-

. 96, in every year during that period the growth rate of Saving Bank Deposits over the 

previous period was positive. 

Table 7.1 also shows that the amount of Current Deposits was very low 

during the same period, it rose from Rs.0.21 lakhs in 1991-92 to 12.51 lakhs in 2001-
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02. But, during that period the growth of Term Deposits was remarkable. The 

amount of Term-Deposits increased from Rs. 20.04 lakhs in 1992-93 toRs. 241.11 

lakhs in 2001-02, showing a rising trend and exhibiting 12.03 folds growth over the 

10 year period of 1992-93 to 2001-02. Consequently, the amount of total deposits 

rose from Rs. 40.62 lakhs toRs. 360.66 lakhs, indicating a rising trend and revealed 

8.88 folds growth during that period. 

Table 7.1 : The Detailed Position of Deposit Growth of Polsonda Branch of 
MGB. 

(Rs. in lakh) 
Years Savings Bank Current Term Total 

De _posits Deposits Deposits 

1992.93 20.37 0.21 20.04 40.62 

1993-94 28.93 0.31 23.69 52.93 
(42.02) (47.62)_ (18.21) l30.31) 

1994.95 38.40 0.09 31.97 70.46 
(32.73) ·{70.97J _(_34.95) (33.12) 

1995.96 34.25 0.07 . 42.75 77.07 
-(10.81) -(22.22) (33.72) (9.38) 

1996-97 41.31 0.06 62.43 103.80 
(20.61) -(14.29) (46.04) (34.68) 

1997-98 59.81 0.63 88.64 149.08 
(44.78) (950.00) (41.16) (31.77) 

1998-99 68.56 1.88 126.01 196.45 
(14.63) (198.41) 142.16}_ _(_31.771 

1999-2000 83.36 3.31 164.60 251.27 
_(_21.59)_ (76.06) (30.62) (27.91) 

2000-01 93.31 4.40 201.52 299.23 
(11.94) _(_32.93) (22.43) (19.09) 

2001-02 107.04 12.51 241.11 360.66 
(14.71) (184.32) (19.65) (20.53) 

Source : Data collected from respective Branch and Head Office of MGB. 
Notes : Figures in parenthesis are the percentages of growth over the previous year. 

'-' sign indicates the negative growth. 

It could be seen from Table 7.1 that the growth rate of Savings Banks 

Deposits over the previous year was the highest in the year 1997-98 at 44.78% 

while it was negative in the year 1995-96 at 10.81%. The maximum variation was 

found in the case of growth of Current Deposits. It was 198.41% in 1998-99, but 

only 32.93% in 2000-01. 
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The growth of Term Deposits over the previous year was the highest in 1996-

97 at 46.04% on the other side it was the lowest in 1993-94 at 18.21% over the 10-

year period between 1992-93 and 2001-02 as given in Table 7.1. This table also 

shows that the growth rate of total deposits over the previous year .was the highest in 

1997-98 at 43.62% due to the increase of Savings Bank Deposits and Term 

Deposits , whereas it was the lowest in 1995-96 at 9.38% only due to the negative 

growth over the previous year of Savings Bank Deposits. 

It is also notable that the share of Term Deposits to the total deposits 

increased from 49.34% in 1992-93 to 66.85% in 2001-02, whereas the share of SB 

Deposits declined from 50.15% to 29.68% during that period (computed from 

Table 7.1) . 

Table 7.2 : The Detailed Position of Deposit Growth of Ransagar Branch of 

MGB . (Rs. in lakh) 

Years Savings Bank Current Term Total 
De _posits Dep_osits Deposits 

1992-93 6.34 0.01 7.02 13.37 
1993-94 7.55 0.01 9.41 16.97 

_(_19.09) (0.00) (34.05) _{_26.93) 
1994-95 12.15 0.01 18.07 30.23 

(60.93) (0.00) (92.03) (78.14) 
1995-96 16.19 0.01 31 .98 48.18 

(33.25) (0.00) (76.98) (59.38) 
1996-97 13.78 0.05 47.26 61 .09 

-(14.89) (400.00) (47.73) (26.80) 
1997-98 18.28 0.01 70.67 88.96 

(32.66) (80.001 (49.53) _(45.56) 
1998-99 18.33 0.03 89.25 107.61 

_{0 .27J (200.00) (26.29) (20.96) 
1999-200P 28.76 0.02 91 .63 120.41 

(56.90) (33.33) (2.67) (11 .89) 
2000-01 27.00 0.01 106.82 133.83 

-(6.12) -(50.00) (16.58) (11 .15) 
2001-02 36.32 0.08 122.53 158.93 

(34.52) (700.00) (14.71) (18.76) 

Source : Data collected from respective Branch and Head Office of MGB. 
Notes : 1. Figures in parenthesis are the percentages of growth over the previous year. 

2 . '-' sign indicates the negative growth. 

However, it was found that the growth over the previous year of Savings Bank (SB) 

Deposits and Term Deposits was reasonable in every year over that 10- year 
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period excepting 1995-96 which indicates the rising trend of income of the rural 

people. This was achieved by increasing the number of deposits accounts. 

7.3.2 Growth of Deposits of Ransagar Branch 

During the period of 1 0 years from 1992-93 to 2001-2002, the information 

regarding Savings Bank (SB) Deposits, Current Deposits and Term Deposits as well 

as total deposits of Ransagar Branch of MGB is given in Table 7.2 which revealed 

the following : 

The total amount of SB Deposits of Ramsagar branch stood at Rs. 6.34 lakhs 

in 1992-93 and it rose to Rs. 36.32 lakhs in 2001-02, showing a mixed trend and 

indicating 5.73 folds growth during the period from 1992-93 to 2001-02. In every 

year during that period the amount of Current Deposits was very low. It increased 

from Rs. 0.01 lakhs toRs. 0.08 lakhs only during that period. 

In 1992-93, the total amount of Term Deposits of the bank was Rs. 7.02 lakhs 

and it increased to Rs. 122.53 lakhs in 2001-02, showing a rising trend and 

indicating 17.45 folds growth during the period from 1992-93 to 2001-02. Mainly, 

due to the increase in Term Deposits the total deposits of the bank increased from 

Rs. 13.37 lakhs in 1992-93 toRs. 158.93 lakhs in 2001-02, exhibiting a continuous 

rising trend and indicating 11.89 folds growth during that period as shown in Table 

7.2. 

Besides, the Table 7.2 shows that the growth of SB Deposits over the 

previous year was the highest in 1994-95 at 60.93% , followed by the year 1999-

2000 at 56.90% while the growth rate of Current Deposits of the bank over the 

previous year could not affect the total deposits largely because its amount was 

very low, compared to Term Deposits and SB Deposits. 

During the period from 1992-93 to 2001-02 in every year the share of Term 

Deposits to the total deposits was higher and it increased from 52.51% in 1992-93 

to 77.10% in 2001-02. But the share of SB Deposits to the total deposits decreased 

from 47.42% to 22.85% during the same period (computed from Table 7.2), 
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Table 7.3 : The Detailed Position of Deposit Growth of Kalukhali Branch of 
MGB. 

(Ra. In lakhs) 
Years Savings Bank Current Term Total 

Deposits Deli_osits Der:>_osits 
1992-93 7.66 0.57 10.04 18.27 
1993-94 7.98 0.01 10.33 18.32 

(4.18) -(98.25) (2.89) (0.27) 
1994.95 8.92 0.97 7.02 26.91 

J11.78J _(9600.001 _{_64.76) _{_46.891 
1995.96 12.60 1.17 25.55 39.32 

(41.26) (20.62) (50.12) (46.12) 
1996-97 13.49 0.02 32.99 46.50 

(7.06) -(98.29 (29.12) (18.36) 
1997-98 19.15 0.53 49.68 69.36 

(41.96) (2550.00) _{_50.54) _{_49.16J 
1998-99 14.43 0.05 65.51 79.99 

-(24.65) -(90.57) (31.86) (15.33) 
1999-2000 33.10 2.25 96.71 132.06 

(129.38) (4400.00) (47.63) (65.10) 
2000-01 109.35 4.27 118.15 231.77 

(230.36) (89.78) (22.17) (75.50) 
2001-02 61.45 0.23 156.75 218.43 

-(43.80) -(94.61) J32.67) J5.76l 

Source : Data collected from respective Branch and Head Office of MGB. 
Notes : 1. Figures in parenthesis are the percentages of growth over the previous year. 

2. '-' sign indicates the negative growth. 

whereas the share of Current Deposits was negligible in every year during that 

period. Hence it may be said that the total deposits increased by the opening of 

more Term Deposits accounts which indicates the absence of business activity in 

the operational areas of that branch. 

7.3.3 Growth of Deposits of Kalukhali Branch 

The information regarding the Savings Bank (SB) Deposits, Current Deposits, 

Term Deposits and total deposits of Kalukhali branch of MGB during the period of 10 

years between 1992-93 and 2001-2002 is presented in Table 7.3, which disclosed 

the following pattern : 

The total amount of SB Deposits of Kalukhali branch increased from Rs. 

7.66 lakhs in 1992-93 to Rs. 61.45 lakhs in 2001-02, exhibiting 8.02 folds growth 

during the period from 1992-93 to 2001-02. It was the highest in 2000-01 at Rs. 

109.35 lakhs. 
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Similarly, the total amount of Term Deposits of the bank increased from Rs. 

10.04 lakhs in 1992-93 to Rs. 156.75 lakhs, showing a continuous rising trend and 

indicating 15.61 folds growth during that time as shown in Table 7.3. 

On the other hand, the amount of Current Deposits of the bank increased 

from Rs. 10.04 lakhs in 1992-93 to Rs. 156.75 lakh, showing a continuous rising 

trend and indicating 15.61 folds growth during that time as shown in Table 7.3. 

But, the amount of Current Deposits of the bank decreased from Rs. 0.57 

lakhs in 1992-93 to Rs. 0.23 lakhs only in 2001-02. It was the highest in the year 

2000-01 at Rs . 4.27 lakhs, followed by the year 1999-2000 at Rs. 2.25 lakhs. 

The growth of SB Deposits over the previous year of Kalukhal i branch was 

the highest in 2000-01 at 230.36%, followed by the year 1999-2000 at 129.38% and 

it was negative in 2001-02 and 1998-19~9 . It was important to the branch in deposit 

mobilization, but the growth of Current Deposits did not affect the total deposits 

largely because the amount of Current Deposits was very low during the 1 0-year 

period from 1992-93 to 2001-02. 

On tre other hand, the growth of Term Deposits over the previous year was 

the highest in 1994-95 at 64.76% followed by the year 1997-98 at 50.59% and it 

was the lowest in the year 1993-94 at 2.89% only. While the growth rate of total 

deposits over the previous year was the highest in 2000-01 at 75.50% over the 10-

year period from 1992-93 to 2001-02. In the year 2001 -02 it was negative at 

5.76%. 

Table 7.3 also shows that the share of Term Deposits in total deposits was 

always the highest during that period . Its share rose from 54.95% in 1992-93 to 

71 .76% in 2001 -02. While the share of SB Deposits declined from 41 .93% to 

28.13% during the same period. The share of Current Deposits was negligible in 

every year during that period. 

Thus, the above analysis about the break-up of deposits of Kalukhali branch 

indicates that the Current Deposits did not play a significant role . The lack of 

popularity of Current Deposits and diminishing growth of SB Deposits indicates the 

absence of business activity and the popularity of Term Deposits shows that the 

non-business activities were seen to be dominating in the area. 
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7 .3.4 Growth of Deposits of Shaikh para Branch 

The Table 7.4 shows the detailed position of Savings Bank (SB) Deposits, 

Current Deposits and Term Deposits of Shaikhpara branch of MGB during the period 

from 1992-93 to 2001-02, which exposes the following trend and pattern : 

The total amount of SB Deposits of Shaikhpara branch which stood at Rs. 

12.88 lakhs in 1992-93. rose to Rs. 76.11 lakhs in 2001-02, except the year 1996-

97 showing a rising trend and indicating 5.91 times growth over the 10 years period 

of 1992-93 to 2001-02. While the Current Deposits decreased from Rs. 0.45 lakhs to 

Rs. 0.33 lakhs during the same time. 

Table 7.4 : The Detailed Position of Deposit Growth of Shaikhpara Branch of 
MGB. 

(Rs. in lakh}_ 
Years Savings Bank Current Term Total 

Deposits Deposits Deposits 
1992-93 12.88 0.45 13.51 26.84 
1993-94 21.90 0.98 20.85 43.73 

_(_70.03) _!117.7~)- _(54.33) _(62.931 
1994-95 27.34 2.07 31.66 61.07 

(24.75) _(111.221 (51.85) (39.65) 
1995-96 32.63 0.48 58.57 91.68 

(19.34) -(76.81}_ (85.00) (50.12) 
1996-97 29.86 0.53 84.72 115.11 

-(8.49) (10.421 (44.65) (25.56) 
1997-98 35.38 0.89 113.86 150.13 

(18.49) (67.921 (34.40) (30.42) 
1998-99 45.20 0.51 148.21 193.92 

(27.76) -(42.70) (30.17) (29.17) 
1999-2000 55.13 0.41 198.84 254.39 

(21.97) -(17.65) (34.16) (31.18) 
2000-01 68.84 0.45 254.54 323.83 

(24.87) (7.14) (28.01) (27.301 
2001-02 76.11 0.33 282.74 359.18 

(1 0.56) -(26.67) (11.08) (1 0.92) 

Source: Data collected from respective Branch and Head Office of MGB. 
Notes : 1. Figures in parenthesis are the percentages of growth over the previous year. 

2. '-' sign indicates the negative growth. 

The notable feature of bank's deposit performance is that the amount of 

Term Deposits increased largely from Rs.13.51 lakhs in 1992-93 to Rs. 282.74 

lakhs in 2001-02, showing a continuous rising trend and indicating 20.93 folds during 

the period between 1992-93 to 2001-02. 
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It could be seen from Table 7..4 that due to the increase in SB Deposits 

and mainly in Term Deposits, the amount of total deposits rose from Rs. 26.84 

lakhs in 1992-93 to Rs. 359.18 lakhs in 2001-02, exhibiting a continuous rising trend 

and indicating 13.38 folds growth during the period from 1992-93 to 2001:..02. 

The growth of SB Deposits of the bank over the previous year was the 

highest in 1993-94 at 70.03% and it was negative in 1996-97 at 8.49%. The 

maximum fluctuation was found in the case of growth of Current Deposits over the 

previous year. It could not affect the total deposits largely because its amount was 

very low over the 1 0-year period. 

Table 7.4 also shows that the growth of total deposits was the maximum in 

1993-94 at 62.93% followed by the year 1995-96 at 50.12%, while the corresponding 

figures of Term Deposits were 85.00% in 1995-96 and 54.33% in 1993-94. 

The share of Term Deposits to the total deposits increased from 50.03% in 

1992-93 to 78.72% in 2001-02, while the share of SB Deposits reduced from 

47.99% to 21.19% during that period. The share ofCurrent Deposits to the total 

deposits was very little due to its low amount. 

However, the growth of deposits of the bank was notable during the period 

from 1992-93 to 2001-02 due to the increase in number of deposits accounts which 

indicates that the level of income generation of the rural people improved during 

that period. 

7.3.5 Growth of Deposits of Ranitala Branch 

The details regarding the Savings Bank (SB) Deposits, current Deposits, 

Term Deposits and total deposits of Ranitala. branch of MGB during the 1 0-year 

period of 1992-93 to 2001-02 are given in Table 7.5, which reveal the following: 

In the year 1992-93 the total amount of SB Deposits of Ranitala branch stood · 

at Rs. 5.69 lakhs and it increased to Rs. 38.60 lakhs in 2001-02, except the year 

1998-99 showing a rising trend and exhibiting 6. 78 times growth during the period 

from 1992-93 to 2001-02. 
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· Table 7.5 : The Detailed Position of Deposit Growth of Ranitala Branch of 
MGB. 

(Rs. in lakh) 
Years Savings Bank Current Term Total 

Deposits Deposits Deposits 
1992-93 5.69 0.01 13.32 19.02 
1993-94 8.80 0.01 16.77 25.58 

(54.66) (0.00) (25.90) (34.49) 
1994-95 9.49 0.02 20.19 29.70 

(7.84) (100.00) (20.39) (16.11) 
1995-96 12.31 0.01 26.80 39.12 

(29.72) -(50.00) (32.74) (31.72) 
1996-97 14.05 0.01 28.70 42.76 

(14.13) -(0.00) (7.03) (9.30) 
1997-98 23.10 0.02 41.26 64.76 

(64.41) (100.00) (43.76) (50.56) 
1998-99 17.62 0.01 58.62 76.25 

-(23.72) -(50.00) (42.04) (18.44) 
1999-2000 ,. 27.33 0.02 80.10 107.45 

(55.02) (100.00) (36.64) (40.92) 
2000-01 33.64 0.03 103.77 137.74 

(23.09) (50.00) (29.55) (28.29) 
2001-02 38.60 0.01 118.85 157.46 

(14.74) (66.67) (14.53) (14.32) 

Source: Data collected from respective Branch and Head Office of MGB. 
Notes : 1. Figures in parenthesis are the percentages of growth over the previous year. 

· 2. '-' sign indicates the negative growth. 

Similarly, the amount of Term Deposits of the bank rose from Rs. 13.32 lakhs 

in 1992-93 to Rs. 118.85 lakhs in 2001-02, showing a continuous rising trend and 

indicating a 8.92 folds growth during that period of 10 years. But there was no 

change in the case of Current Deposits of the bank between the two years, 1992-93 

and 2001-02, during both the years the Current Deposits was only Rs. 0.01 lakh. 

On the other hand, due to the increase in SB Deposits and Term Deposits 

the amount of total deposits rose from Rs. 19.02 lakhs in 1992-93 to Rs. 157.46 

lakhs· in 2001-02, showing a continuous increasing trend and exhibiting 8.28 folds 

growth during the period from 1992-93 to 2001-02. 

Table 7.5 also shows that the growth rate of SB Deposits over the previous 

year was the maximum in the year 1999-2000 at 55.02%, followed by the year 

1993-94 at 54.66%. It was negative in 1998-99 at 23.72%. The growth of SB 

Deposit was momentous to the branch because it was a most important source of 
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resource mobilization. But, the growth of Current Deposits over the previous year 

could not affect the total deposits due to its low amount. 

The growth rate of Term Deposits over the previous year was the highest in 

1997-98 at 43.76%, followed by the year 1998-99 at 42.04% and it was positive in 

every year during the period from 1992-93 to 2001-02. Consequently, the growth rate 

of total deposits over the previous year was also positive in every year during that 

period and it was the maximum in the year 1997-98. 

Due to the absence of business activity, Term Deposits had contributed the 

highest share in total deposits in every year over the 10 year period. It rose from 

70.03% in 1992-93 to 75.48% in 2001-02. But the share of SB Deposits and 

Current Deposits amounts was very low as shown in Table 7.5. The share of SB 

Deposits in total deposits deceased from 29.06% in 1992-93 to 24.51% in 2001-92. 

So it may be concluded that the increase in the deposits of the branch was very high 

due to the growth of banking habits and the general rising trend in the income of the 

rural people. 

7.3.6 Growth of Deposits of Salinda Branch 

Over the 1 0-year period from 1992-93 to 2001-02 the information regarding 

Savings Bank (SB) Deposits, Current Deposits, Term Deposits and total deposits of 

Salinda branch of MGB is presented in Table 7.6, which discloses the following 

pattern: 

The total amount of SB Deposits of Salinda branch which stood at Rs. 5.60 

lakhs in 1992.:.93, it rose to Rs. 61.73 lakhs in 2001-02, exhibiting a continuous 

increasing trend and indicating 11.02 times growth during the period from 1992-93 to 

2001-02. 

Similarly, the total amount of Term Deposits of the bank increased from Rs. 

16.18 lakhs in 1991-92 to Rs. 103.22 lakhs in 2001-02, except the year 2001-02 

showing a rising trend and indicating 6.38 folds growth during the same period. 

While the amount of Current Deposits raised from Rs. 0.32 lakhs to Rs. 2.04 lakhs 

during that period. It was very low in every year during the period and a notable 

fluctuation could be found during the same period as shown in Table 7.6. 
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Table 7.6 The Detailed Position of Deposit Growth of Salinda Branch of 
MGB. 

(Rs. in lakh) 
Years Savings Bank Current Term Total 

Deposits Deposits Deposits 
1992-93 5.60 0.32 . 16.18 22.10 
1993-94 7.92 0.67 19.89 28.48 

(41.43) (1 09.38) (22.93) (28.47) 
1994-95 11.32 0.86 20.19 32.37 

(42.93) (28.36) (1.51) (13.66) 
1995-96 13.23 1.07 25.43 39.73 

(16.87) (24.42) (25.95) (22.74) 
1996-97 17.21 0.79 30.84 48.84 

(30.08) -(26.17) (21.27) (22.93) 
1997-98 19.08 1.12 38.35 58.55 

(1 0.87) (41.77) (24.35) (19.88) 
1998-99 26.81 1.87 70.76 99.44 

(40.51) (66.96) (84.51) (69.84) 
1999-2000 33.09 1.44 99.08 133.61 

.(23.42) -(22.99) (40.02) (34.36) 
2000-01 53.23 1.37 104.43 159.03 

(60.86) -(4.86) (5.40) (19.03) 
2001-02 61.73 2.04 103.22 166.99 

(15.97) (48.91) -(1.16) (5.01) 

Source: Data collected from respective Branch and Head Office of MGB. 
Notes : 1. Figures in parenthesis are the percentages of growth over the previous year. 

2. '-' sign indicates the negative growth. 

Due to increase in SB Deposits and Term Deposits the amount of total 

deposits increased from Rs. 22.10 lakhs to 166.99 lakhs showing a continuous rising 

trend and indicating 7.56 times growth at the same time. 

The growth of SB Deposits of the bank over the previous year was the 

highest in 2000-01 at 60.86% and it was the lowest in 1997-98 at 10.87% only 

over the 10- year period. The growth of Current Deposits over the previous year 

did not play a significant role in total deposits due to its low amount. 

On the other side, the growth rate of Term Deposits over the previous year 

was the highest in the year 1998-99 at 84.51% and it was the negative in 2001-02 at 

1.16%. Consequently, the growth rate of total deposits was the highest in 1998-99 

also and it was the lowest in 2001-02. 

Table 7.6 also shows that Term Deposits had contributed the highest share 

in total deposits in every year during the period from 1992-93 to 2001-02. But, 
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Salinda was the only branch among the selected branches in which the share of 

Term Deposits in total deposits decreased during that period. Its share stood at 

73.21% in 1992-93 and decreased to 61.82% in 2001-02, whereas the share of SB 

Deposits increased from 25.34% to 36.97% at the same time. The share of Current 

Deposits was very little during that period. At the end of March 2002 it was 1.22% 

only. 

The above analysis of the deposits of the six ·selected branches of .. 
Murshidabad Gramin Bank (MGB) indicated that the Current Deposits had not played 

a significant role. The lack of popularity of the Current Deposits clearly indicated the 

absence of business activity and the popularity of Term Deposits showed that non- . 

business activity was dominating more in the rural area. Probably, due to this fact· 

the popularity of SB Deposits decreased during the period from 1992-93 to 2001-

02. 

Also it was observed during field investigation and interviews held with 

officers and other staff of the branches and Head Office of MGB that a few accounts 

by the local schools, Gram Panchayats, District Rural Development Agencies 

(ORDAs), local trusts etc. had been opened, but in such 'cases much success 

could not be achieved in getting funds ·of the State Government and agencies 

sponsored by it. The record of the co-operatives was found better in this respect in 

the operational areas of the RRBs because the former is more supported by the 

State Government than the latter. In the case of RRBs a large share of deposits 

was mobilized by the branches located near cities, towns and semi-towns (Bankers' 

View). 

7.4 Growth of Deposits: A Comparative Assessment 

The details regarding total deposits of six selected branches of Murshidabad 

Gramin Bank during the period from 1992-93 to 2001-02 are presented in Table 7.7 

which disclosed various facts as below : 

The total amounts and growth rates of deposits of the selected branches were 

different ~nd varied among them in different years. During the year 1992-93 the 

total amount of deposits of Polsanda branch was the highest to the tune of Rs. 
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Table 7.7: Growth of Deposits of the Selected Branches (Rs. in lakhs) 

Years Name of the Branches 

Polsanda Ransagar Kalukhali Shaikh para Ranitala Sa linda 

1992-93 40.62 13.37 18.27 26.84 19.02 22.10 

1993-94 52.93 16.97 18.32 43.73 25.58 28.48 
(30.31) (26.93). (0.27) (62.93) (34.49) (28.87) 

1994-95 70.46 30.23 26.91 61.07 29.70 32.37 
(33.12) (78.14) (46.89) (39.65) (16.11) (13.66) 

1995-96 77.07 48.18 39.32 91.68 39.12 39.73 
(9.38) (59.38) (46.12) (50.12) (31.72) (22.74) 

1996-97 103.80 61.09 46.50 115.11 42.76 48.84 
(34.68) _{26.80) (18.26) (25.56) (9.30) (22.93) 

1997-98 149.08 88.96 69.36 150.13 64.38 58.55 
(43.62) (45.56}_ (49.16) (30.42) 150.56) (19.88) 

1998-99 196.45 107.61 79.99 193.92 76.25 99.44 
(31.77) (20~96) (15.33) (29.17) (18.44) (69.84) 

1999-2000 251.27 120.41 132.06 254.39 107.45 133.61 
(27.91) (11.89) (65.1 0) (31.18) (40.92) (34.36)· 

2000-01 299.23 133.83 231.77 323.83 137.74 159:03 
(19.09) (11.15) (75.50) (27.30) (28.29) (19.03) 

2001-02 360.66 158.93 218.43 359.18 157.46 166.99 
(20.53) (18.76) -:-(5.76) (1 0.92) (14.32) (5.01) 

Source: Data collected from respective Branch and Head Office of MGB. 
Notes :1. Figures in parenthesis are the percentages of growth over the previous year. 

2. '-' sign indicates the negative growth. 

40.62 lakhs, followed by the Shaikhara branch (Rs. 26.84 lakhs). It was also true 

for those branches in 2001-02, the corresponding figures were Rs. 360.66 lakhs and 

Rs. 359.18 lakhs respectively. But it was different from 1995-96 to 2000-01.Higher 

amounts of deposits of these two branches were achieved because the operation 

area of Polsanda branch was very large (50 villages) and Shaikhpara branch is 

located at semi-town area where business is relatively developed. 

On the other hand, during the overall period the amounts of total deposits of 

Ransagar, Ranitala and Salinda branches were comparatively lower than the other 

three branches. At the beginning of the 1 0-year period from 1992-93 to 2001-02 the 

amount of total deposits of Kalukhali branch was very small but at the end of this 

period it improved la"rgely due to the high level of growth over the previous year. 
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The bank recorded 65.1 0% and 75.50% growth over the previous year in 1999-2000 

and 2000-01 respectively, though it was negative in the next year. 

During the year 2001-02 the amount of total deposits of Ranitala branch was 

the lowest at Rs. 157.46 lakhs, followed by Ransagar and Salinda branches at 

Rs.158.03 lakhs and Rs. 166.99 lakhs respectively. 

It could be seen from Table 7.7 that during the year 2001-02 the growth of 

total deposits over the previous year of Polsanda branch was the highest at 

20.53%, followed by Ransagar branch at 18.76%. It was negative for Kalukhali 

branch at 5. 76% and for the Salinda branch the corresponding figure was 5.01% 

only. 

During the period of 10 years from 1992-93 to 2001-02, the growth of 

deposits of Shaikhpara branch was the highest among the six selected branches 

recorded 13.38 times growth, followed by Kalukhali (11.96 times) and Ransagar 

(11.89 times), whereas it was the lowest for Salinda branch at 7.56 times only, 

followed by Ranitala and Polsanda at 8.28 and 8.88 times respectively (computed 

from Table 7.7). 

However, the growth increased in deposits of the six selected branches may 

be largely due to the expansion of branch development plans at the State and district 

levels, growth of banking habits and the general trend in the income of the rural 

people in recent years. 

7.5 Growth of Outstanding Advances of the Six Selected .Branches A 

Comparative Assessment 

The information regarding the outstanding advances of six selected branches 

of Murshidabad Gram in Bank during the 1 0-year period from 1992-93 to 2001-02 is 

given in he Table 7.8, which highlights the following results: 

The total amount of outstanding advances of Polsanda branch increased 

from Rs. 27.76 lakhs in 1992-93 to Rs. 61.85 lakhs in 2001-02, indicating 2.23 folds 

growth during the period between 1992-93 and 2001-02. While the corresponding 

figures of Ransagar branch were Rs. 13.86 lakhs and Rs. 67.02 lakhs respectively at 

the same period, it increased by 4.84 times which was the highest amongst the 

selected branches followed by the Kalukhali branch (2.64 times). The corresponding 
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figures of Kalukhali branch were Rs. 31 .70 lakhs and Rs. 83.76 lakhs respectively 

during that period . 

On the other hand, the amount of outstanding advances of Ranitala branch 

declined from Rs. 52.35 lakhs to Rs. 46.16 lakhs during that period . It is notable that 

among the six selected branches, the amount of outstanding advances of Ranitala 

was the highest in 1992-93 and the lowest in 2001-02. 

It is also revealed from Table 7.8 that the amounts of outstanding advances 

of Shaikhpara and Sal inda branches increased from Rs. 36.11 lakhs and Rs. 32.11 

lakhs respectively in 1992-92 to Rs. 75.20 lakhs and Rs. 48.66 lakhs respectively in 

2001-02, which recorded 2.08 folds and 1.52 folds growth respectively during that 

period . 

Table 7.8: Growth of Outstanding Advances of the Selected Branches 
(Rs. in lakhs) 

I Years I Name of the Branches 

Polsanda Ransagar Kalukhali Shaikhpara Ranitala Salinda 

1992-3 27.76 13.86 31 .70 36.11 52.35 32.11 

1993-94 28.72 17.88 34.61 41 .08 59.37 40.04 
(3.46) (29.00) (9.18) (13.76) (13.41) (24.70) 

1994-95 33.08 24.83 37 .76 44.70 65.78 43.16 
(15.18) (38.87) (9.1 0) (8.81) (10.80) (7.89) 

1995-96 30.99 31 .66 44.29 50.27 73.57 47.91 
-(6.32) (27.51) (17.29) (12.46) (11 .84) (11.01) 

1996-97 31 .54 43.49 47.12 56.09 70.70 54.61 
( 1. 77) (37.37) (6.39) (11 .58) -(3.90) (13.98) 

1997-98 18.92 40.33 31 .60 44.78 30.75 60.16 
-(40.01) -(7.27) -(32.94) -(20.16) -(56. 51) (10.16) 

1998-99 27.03 57.01 34.64 55.15 24.79 45.00 
(42 .86) (41 .36) (9.62) (23.16) -(19.38) -(25.20) 

1999- 28.70 52 .73 50 .90 61 .35 30.37 46.69 
2000 (6.18) -(7.51) (46 .94) (11 .24) (22.51) (3.76) 
2000-01 50.00 59.71 82.46 72.00 43.89 52.08 

(74 .22) (13 .24) (62 .00) (17 .36) (44.52) (11 .54) 
2001-02 61 .85 67.02 83.76 75.20 46.16 48.66 

(23 .70) (12.24) (1 .58) (4.44) (5.17) -(6.57) 
Source: Data collected from respective Branch and Head Off1ce of MGB. 
Notes : 1. Figures in parenthesis are the percentages of growth over the previous year. 

2. '-' sign indicates the negative growth. 
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During the year 1997-98, the growth of advances over the previous year of 

every selected branch except Salinda branch was negative and in 2001-02 the 

picture was just the reverse. 

Table 7.8 also shows that the growth of advances of Polsanda branch was 

the highest at 23.70% in 2001-02, but the amount of the~t was the highest for the 

Kalukhali branch. 

Thus, it may be said that the Kalukhali branch had played an important role 

in extending credit facilities to the beneficiaries under various programmes of the 

Government aimed at betterment of the lot of the poor people in rural areas of 

Murshidabad distric. In this regard the role of other branches was also significant. 

7.6 Credit-Deposit Ratio of the Selected Branches 

Ratio between credit (advances) and deposits reveals the possibilities of 

utilization of the available deposits in the form of credit. Table 7.9 shows that the 

credit deposit (C-D) ratio4 for all selected branches decreased largely, i.e., the 

benefits to the society through the credit disbursement by RRBs in the rural areas 

had declined during the period from 1992-93 to 2001-02. 

The C-D ratios of Polsanda and Ransagar branches decreased from 68.34% 

and 103.66% in 1992-93 to 17.15% and 42.17% respectively in 2001-02, showing a 

mixed trend and recorded respectively 3.98 times and 2.46 times fall during the 

period from 1992-93 to 2001-02. 

On the other hand, the C-D ratio of Ranitala branch declined largely from 

275.24% in 1992-93 to 29.32% in 2001-02, recorded 9.39 times fall during that 

period which was the highest fall amongst the selected branches, followed by the 

Shaikhpara branch (6.43 times) due to lower growth rate of credit than deposit. This 

was caused by the poor recovery level and large amount of losses of the branches. 

The Table 7.9 also shows that the C-D ratios of Salinda and Kalunkhali 

branches decreased from 145.29% and 173.51% respectively in 1992-93 to 29.14% 

and 38.35% respectively in 2001-02 and recorded 4.99 times and 4.52 times fall 

respectively during that period. 
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Table 7.9 The Trend of C-D Ratio of the Selected Branches 

(figures in %) 

Years Name of the Branches 

Polsanda Ransagar Kalukhali Shaikhpara Ranitala Salinda 

1992-93 68.34 103.66 173.51 134.54 275.24 145.29 

1993-94 54.26 105.36 188.92 93.94 232.10 140.59 

1994-95 46.95 82.14 140.32 73.19 221.48 133.33 

1995.96 40.21 65.71 112.64 54.83 188.06 122.47 

1996-97 30.39 71.19 101.33 48.72 165.34 111.81 

1997-98 12.69 45.33 45.56 29.83 47.76 102.75 

1998-99 13.76 52.97 43.31 28.44 32.51 45.25 

1999-00 11.42 43.79 38.54 24.12 28.26 34.94 

2000-01 16.71 44.62 35.58 22.23 31.86 32.75 

2001-02 17.15 42.17 38.35 20.94 29.32 29.14 

Source : Data collected from respective Branch and head Office of MGB. 
Note : C-D Ratio= Total Deposits I Total outstanding advances X 100 

During the year 2001:..02 the C-D ratio of Polsanda branch (17.15%) was the 

lowest and that of Ransagar branch (42.17%) was the highest amongst the six 

selected branches. 

The decreasing trend of C-D ratio implied that the benefit to the society 

through its credit mechanism and deposit mobilization in the context of rural areas 

had declined during the period from 1992-93 to 2001-02. 

7.7 Recovery Performance of Selected Branches 

It is appeared from Table 7.10 that the overall recovery performance of 

selected branches indicated mixed trend during the 1 0-year period from 1992-93 to 

2001-02. Among the six selec:;ted branches the percentages of recovery of Polsanda 
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and Ransagar branches were good, Kalukhali and Shaikhpara branches were 

satisfactory and Ranitala and Salinda branches were poor during that period. The 

ranks over the 1 0-year period regarding recovery performance of good branches 

(Polsanda and Ransagar) were 22 and 20 and the corresponding figures of 

satisfactory branches (Kalukhali and shaikhpara) were 33 and 32 and for poor 

branches (Ranitala and Salinda) those figures were 48 and 55. It is to be noted 

that the lower ranks of the branches indicated good performance and vice-versa. 

The recovery rate of Polsanda branch which stood at 28.00% in 1992-93 and 

it rose to 71% in 2003, exhibiting a mixed trend and indicating 2.54 folds growth 

during the period from 1992-93 to 2003. Side by side, the recovery rate of Ransagar 

branch Improved from 33.59% to 69.66% , showing a mixed trend and exhibiting 

2.07 folds growth during the same period. 

Table 7.10 : The Recovery Percentages of the Selected Branches . 
(figures in %) 

Years 
1-

Name of the Branches 

1992-93 28.00 33.59 28.06 28.00 8.00 20.31 

1993-94 32.00 30.48 30.64 26.00 7.00 15.81 

1994-95 26.00 30.30 26.13 24.00 9.00 18.38 

1995-96 25.00 29.79 19.37 34.00 7.00 12.69 

1996-97 37.00 54.00 32.00 14.00 19.00 16.81 

1997-98 78.00 63.15 53.00 75.00 77.00 39.00 

1998-99 62.00 80.42 52.00 88.00 66.00 32.76 

1999-'00 73.00 78.18 50.00 85.00 40.00 30.00 

2000-'01 69.00 68.80 63.00 62.00 52.00 35.00 

2001-'02 71.00 69.66 66.00 61.00 57.00 50.40 

Source : Data collected from respective branch and Head Office of MGB. 

I 
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It could also be seen from Table 7.10 that the recovery rates of Kalukhali 

and Shaikhpara branches increased from 28.06% and 28.00% in 1992-93 to 

66.00% and 61.00% respectively in 2001-02, exhibiting 2.35 folds and 2.18 folds 

growth respectively over the 1 0-year period. 

On the other hand, the recovery rates of Ranitala and Salinda branches 

improved from 8% and 20.31% in 1992-93 to 57% and 50.40% respectively in 2001-

02, showing a mixed trend and indicating 7.13 folds and 2.48 folds growth 

respectively during the period from 1992-93 to 2001-02. 

Table 7.10 also shows that during the years 1998-99 and 1999-2000, 

Shaikhpara branch recorded maximum recovery rates of 88% and 85% respectively, 

followed by Ransagar branch at 80.42% and 78.18% respectively. But, in 2001-02 

Polsanda branch recorded the maximum recovery rate of 71%, followed by Ransagar 

and Kalukhali branches at 69.66% and 66% respectively. Whereas Salinda branch 

recorded the minimum recovery rate of 50.40% at the same time. 

In our field survey it was observed .that there has been a wide variation in the 

recovery performance of the branches. The recovery performance of some branches 

was the worst due to mainly (i) low investment of funds resulting in low income 

generation of the borrowers, (ii) faulty selection of schemes, (iii) improper utilization 

of loan, (iv) lack of initiative of bank staff (Field Survey). Large notable amounts of 

non-performing assets (NPAs) had also been an important contributor to the loss or 

poor profitability position of the branches. On the other hand, the better recovery · 

performance of some branches was mainly due to (i) the initiatives and interest of 

the concerned branch staff and Panchayat members (ii) permission to give loan into 

the non-target groups, (iii) Many against One (MAO) scheme and (iv) decrease in 

credit-deposit ratio. 

7.8 Productivity of the Selected Branches 

The details regarding productivitl (volume of business) of the six selected 

branches of Murshidabad Gram in Bank during the 1 0-year period between 1992-93 

and 2001-02 are presented in Table 7.11, which reveals the following pattern and 

trend: 

The volume of business of Polsanda Branch which stood at Rs. 68.38 lakhs 

from 1992-93, increased toRs. 422.51 lakhs in 2001-02, showing a continuous rising 

trend and indicating 6.18 folds growth during the period from 1992-93 to 2001-02. 
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The volume of business of the branch increased due to mainly increase in deposits 

though the amount of advances increased at the same time, but the growth rate of 

deposits was higher than that of advances. The growth rate of productivity over the 

previous year of Polsanda branch was the maximum in the year 1998-99 at 33.02%, 

followed by the year 2001-02 at 30.31%. It was the minimum in the year 1995-96 

(4.37% only) due to negative growth of advances. · 

Similarly, the total amount of productivity of Ransagar branch increased from 

Rs. 27.23 lakhs in 1992-93 toRs. 225.95 lakhs in 2001-02, exhibiting a continuous 

rising trend and indicating 8.30 folds growth during that period. The growth rate of 

productivity over the previous year of Ransagar branch was the maximum in the year 

1994-95 at 57.99%, followed by the year 1995-96 at 45.01%. It was the minimum in 

the year 1999-2000 at 5.18% only due to negative growth of advances. 

Table 7.11 : Total Productivity* (Volume of Business) of the Selected Branches 

(Rs. in lakhs) 
Year Name of the Branches 

Polsanda Ransagar Kalukhali Shaikhpara Ranitala Salinda 
1992-93 68.38 27.23 49.97 62.95 71.37 54.11 
1993-94 81.65 34.85 52.93 84.81 84.95 68.52 

(19.41) (27.98) (5.92) (34.73) (19.03) (26.63) 
1994-95 103.54 55.06 64.67 105.77 95.48 75.53 

(26.81) (57.99) (22:18) (24.71) (12.40) (1 0.23) 
1995-96 108.06 79.84 83.61 141.95 112.69 87.64 

(4.37) (45.01) (29.29) (34.21) (18.02) (16.03) 
1996-97 135.34 104.58 '93.62 171.20 113.46 103.45 

(25.25) (30.99) (11.97) (20.61) (0.68) (18.04) 
1997-98 168.00 129.29 100.96 194.91 95.13 118.71 

(24.13) (23.63) (7.84) (13.85) (-16.16) (14.75) 
1998-99 223.48 164.62 114.63 249.07 101.04 144.44 

(33.02) (27.33) (13.54) (27.79) (6.21) (21.67) 
1999-'00 27997 173.14 182.96 315.74 137.82 180.30 

(25.28) (5.18) (59.61) (26.77) (36.40). (24.83) 
2000-01 324.23 193.54 314.23 395.83 181.63 211.11 

(15.81) (11.78) (71.75) (25.37) (31.79) (17.09) 
2001-02 422.51 225.95 302.19 434.38 203.62 215.65 

(30.31) (16.75) -(3.83) (9.74) (12.11) (2.15) 
Source : Data collected from respective Branch and Head Off1ce of MGB 
Notes- 1 * Total Productivity= Total Deposits+ Total Outstanding Advances 

2. Figures in parenthesis are the percentages of growth over the previous year. 
3. '-' sign indicates the negative growth. · 
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As may be seen from Table 7.11, the total amount of Kalukhali and 

Shaikhpara branches rose from Rs. 49.97 lakhs and 62.95 lakhs respectively in 

1992-93 to Rs. 302-19 lakhs and Rs. 434.38 lakhs respectively in 2001-02, except 

the year 2001-02 exhibiting rising trend and indicating 6.05 and 6.90 folds growth 

respectively during the 1 0-year period of 1992-93 to 2001-02. The growth of 

productivity of Kalukhali branch over the previous year was the maximum in 2000-01 

at 71.75% due to .the marked growth of deposits. While the corresponding figure of 

Shaikhpara branch was 25.37% during that time. 

Table 7.11 also shows that the total amount of productivity of Ranitala and 

Salinda branches increased from Rs. 71.37 lakhs and 54.11 lakhs respectively in 

1992-93 to Rs. 203-62 lakhs and 215.65 lakhs respectively in 2001-02, showing 

rising trend except the year 1997-98 and indicating only 2.85 and 3.99 folds growth 

during the period between 1992-93 and 2001-02. During the 1 0-year period the 

maximum growth rate over the previous year of Ranitala branch was 36.40% in 

1999-2000 and the corresponding figure of Sa linda branch was 26.63% in 1993-94, 

followed by the year 1999-2000 at 24.83%. 

It is noteworthy that during the year 1992-93 the total amount of productivity 

of Ranitala branch was the highest among the six selected branches and it was the 

lowest in 2001-02. During the year 2001-02 the volume of business of Shaikhpara 

branch was the highest at Rs. 434.38 lakhs, followed by Polsanda branch of Rs. 

422.52 lakhs which indicates good financial strength of these two branche!?. 

Out of six selected branches the growth of productivity of Ransagar branch 

over the 10-year period from 1992-93 to 2001-02 was the highest (8.30 folds) and 

for Ranitala branch it was the lowest (2.85 folds only) which . indicate that the 

financial performance of the former branch was better than the latter branch during 

that period. 

7.9 Per Staff Productivity of Selected Branches 

An analysis of the per staff productivity of six sample branches showed that 

there had been a wide variation in the per staff productivity of the sample branches. 

During the year 1992-93, the amount of per staff productivity or per st~ff volume of 

business of Ranitala branch was the highest ( Rs. 21.43 lakhs) due to the high level 
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of advances. But the corresponding figure of this branch was the lowest (Rs. 61.15 

lakhs) in 2001-02 due to lower growth rates of deposits and advances. 

Table 7.12 shows that the amount of per staff productivity of Polsanda branch 

was the highest at Rs. 126.88 lakhs in 2001-02, followed by the Shaikhpara branch 

and Kalukhali branch (Rs. 96.53 lakhs and Rs. 90.75 lakhs respectively) at the same 

time which indicates the better financial strength of these three branches than other 

three branche, viz., Ransagar, Salinda and Ranitala. 

Over the 1 0-year period from 1992-93 to 2001-02 the growth of per staff 

productivity of Ransagar branch was the highest of 8.29 folds, followed by Polsanda 

branch at" 6.18 folds, whereas it was the lowest in Ranitala branch (only 2.99 folds), 

followed by Salinda branch with 3.99 folds growth (as shown in Table 7.12). 

Table 7.12: Per Staff Productivity* (Business per Employee) of the Selected 
Branches. 

(Rs. in lakhs) 

Year Name of the Branches 
Polsanda Ransag_ar Kalukhali Shaikhpara Ranitala Salinda 

1992-93 20.53 8.18 15.01 13.99 21.43 16.25 
1993-94 24.52 10.47 15.89 18.85 25.51 20.58 

(19.43) (28.00) (5.86) (34.74) (19.04). (26.65) 
1994-95 31.09 16.53 19.42 23.50 28.67 22.68 

(26.79) (57.88) (22.22) (24.67) (12.39) (10.20) 
1995-96 32.45 23.98 25.11 31.54 33.84 26.32 

(4.37) (45.07) (45.07) (34.21) (18.03) (16.05) 
1996-97 40.64 31.41 28.11 38.04 34.07 31.07 

(25.24) (30.98) (11.95) (20.61) (0.68) (18.05) 
1997-98 50.45 38.83 30.32 43.31 28.57 35.65 

(24.14) (23.62) (7.86) (13.85) -(16.14) (14.74) 
1998-99 67.11 49.44 34.42 55.35 30.34 43.38 

(33.021 (27.32) (13.52) (27.80) (6.20) (21.68) 
1999- 84.08 51.99 54.94 70.16 41.39 54.14 
2000 (25.29) (5.16) (59.62) (26.76) (36.42) (24.80) 
2000-01 97.37 58.12 94.36 87.96 54.54 63.40 

(15.81) (11.79) (71.75) (25.37) (31. 77) (17.10) 
2001-02 126.88 67.85 90.75 96.53. 61.15 64.76 

(30.31) (16.74) -(3.83) (9.74) (12.12) (2.15) 

Source : Data collected from respective branch and Head Office. 
Notes : 1 * Per Staff Productivity= Total productivity I Total no. of Staff 

2 : Figures in parenthesis are the percentages of growth over the previous year. 
3 : '-' sign indicates the negative growth. 
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But, the growth of per staff productivity over the previous year of Kalukhali 

branch was the highest in 2000-01 at 71.75% due to mainly high level of deposits 

which was non-significant, resulting in negative results in the next year. The overall 

trend of growth of per staff productivity over the previous year of the two branches, 

viz., Polsanda and Ransagar was very significant which indicates their good financial 

health during that period. 

7.10 Profit/ Loss of the Selected Branches 

The information regarding profit/loss of six selected branches of Murshidabad 

Gramin Bank during the period of 1992-93 to 2001-02 is shown in Table 7.13, which 

reveals the following : 

During the year 1992-93 all the branches were in losses and in next year 

only Polsanda branch turned to profit. Again, during the period from 1994-95 to 

1996-97 all the branches incurred losses. Then, in 1997-98 four branches, viz., 

Polsanda, Ransagar, Shaikhpara and· Ranitala had been able to earn profit and 

from the year 1998-99 all six branches earned profit. 

Table 7.13 : Profit I Loss of the selected Branches 
(Rs. in lakhs) 

Year Name of the Branches 
Polsanda Ransag_ar Kalukhali Shaikh para Ranitala 

1992-93 . -0.65 -1.12 -0.83 -0.19 -0.11 
1993-94 0.01 -1.28 -0.68 0.01 -0.9 
1994-95 -1 '13 -2.15 -0.86 -1.29 -1.21 
1995-96 -2.67 ..:2.05 -2.01 -2.41 -4.06 
1996-97 -1.76 . -2.42 -:-1·.00 -3.65 -5.85 
1997-98 1.89 0.63 -0.86 2.29. 0.38 
1998-99 3.66' 2.13 2.78 3.85 1.61 
1999-'00 5.62 3.26 0.96 8.49 1.68 
2000-01 7.82 3.61 4.77 7.03 3.30 
2001-02 8 .. 15 6.39 8.74 7.65 2.53 

Source : Data collected from respective Branch and Head Office of MGB 
Note : '-' sign indicate the loss. · 

I 
Sa linda 
-0.15 
-0.16 
-0.21 
-0.27 
-0.38 
-0.42 
1.99 
3.40 
2.80 
3.41 

Table 7.13 shows that Polsanda branch earned the highest profit of Rs. 7.82 

lakhs in 2000-01 as against Rs. 5.62 lakhs in the previous year. But, during the year 

2001-02 Kalukhaii branch earned the highest profit of Rs. 8.74 lakhs, followed by. 
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Polsanda and Shaikh para branches at Rs. 8.15 lakhs and Rs. 7.65 lakhs respectively. 

Shaikhpara branch earned a fair amount of profit in every year from 1999-2000 to 

2001-02. On the other hand, Ranitala and Salinda branches earned little amount of 

profit during the same period. 

It could also be seen from Table 7.13 that during the year 1996-97 Ranitala 

branch incurred the highest losses of Rs. 5.85 lakhs as against a loss of Rs. 4.06 

lakhs in the previous year. 

However, during the year 2001-02 all branches earned profit which indicates 

that the branches have been gradually able to control their expenditure and increase 

income. It may be concluded that all the branches achieved their economic viability 

by th.e latest years of our study. 

7.11 Profitability Ratios of the Selected Branches 

To assess the financial health of the branches of RRBs profitability ratios 

could be used. The details regarding the profitability ratios6 of selected branches 

over the 10-year period from 1992-93 to 2001-02 are presented in Table 7.14 

which disclosed the following main features : 

Table 7.14: Profitability Ratios* of the Selected Branches 
(figures in %) 

Year Name of the Branches 

Polsanda Ransagar Kalukhali Shaikhpara Ranitala 

1992-93 -0.95 -4.11 -1.66 -0.30 :..0.15 

1993-94 0.01 -3.67 -1.28 -0.01 -1.06 

1994-95 -1.09 -3.90 -1.33 -1.22 -1.27 

1995-96 -2.47 -2.57 -2.40 -1.70 -3.60 

1996-97 -1.30 -2.31 -1.07 -2.13 -5.16 

1997-98 1.13 0.49 -0.85 1.17 0.40 

1998-99 1.64 1.29 2.43 1.55 1.59 

1999-'00 2.01 1.88 0.52 2.69 1.22 

2000-01 2.41 1.87 1.52 1.78 1.82 

2001-02 1.93 2.83 2.89 1.76 1.24 

Source : Computed from data collected from respective Branch and Head Office 
Notes : 1. '-' sign indicates the loss (i.e. negative profit) 

2. * Profitability Ratio = Total Profit/ Vol. of Business x 100 

Salinda 

-0.28 

-0.23 

-0.28 

-0.31 

-0.37 

-0.35. 

1.38 

1.89 

1.33 

1.58 

.I 
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The profitability ratios of all branches were negative during the period from 

1992-93 to 1996-97 except the year 1993-94 for Polsanda branch only. During the 

year 1992-93 the negative profitability ratio of Ransagar branch was the maximum 

amongst the selected branches due to its high losses and low volume of business. 

All the selected branches showed positive profitability ratio during the period 

from 1998-99 to 2001-02. In the year 1997-98, out of six selected branches two 

branches, viz., Kalukhali and Salind~ showed negative profitability ratio of 0.85% 

and 0.35% (as shown in Table 7.14). 

Due to increase in income and control of expenditure all branches had been 

able to show positive profitability ratio during the last four years of the 10 year period. 

Table 7.14 also shows that the profitability ratio of Kalukhali was the highest 

in 2001-02 at 2.89%, followed by the Ransagar and Polsanda at 2.83% and 1.93% 

respectively at the same time. For Shaikhpara branch it was at 1. 76% as against 

1.78% in the previous year. 

On the other hand, the corresponding figure was the lowest in Ranitala 

branch at 1.24% followed by Salinda branch at 1.58% during the same year 2001-. 

02. 

Thus, the above analysis implies that the financial health of Polsanda, 

Ransagar, Kalukhali and Shaikh para branches was better than other two branches -

Ranitala and Salinda though the trend of growth of profitability ratio over the 

previous year during the period from 1992-93 to 2001-02 was mixed in all selected 

branches. 

In the final analysis, it may be concluded that the financial performance of all 

selected branches was not satisfactory. They earned profit, but the amount was very 

little for most of the branches. However, it is notable that all branches earned profit 

in recent years which indicates that all of them have been able to show themselves 

as financially viable institutions. 
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7.12 Summary 

It may be recognized that overall performance of a bank depends largely on 

the performance of its branches. So our above analysis is very important for the 

purpose of assessing the performance of MGB. The analysis has brought to focus 

the following results : 

(i) Out of ·six sample branches we have identified two good performance 

branches, two satisfactory performance branches and two poor branches 

on the basis of recovery percentage. 

(ii) During the year 2001-02, the recovery percentage of good performance 

branches as was above 69% and for the satisfactory branches it was 

between 60% to 69%, whereas, it was below 60% for the poor 

branches. 

(iii) The maximum fluctuation was found in the case of growth of current 

deposits over the previous year during the period from 1992-93 to 2001-

02 for all the selected branches. 

(iv) The share of Term Deposits to the total deposits of all branches 

increased over the ·1 0-year period such as this figure of Polsanda branch 

increased from 49.34% in 1992-93 to 66 .. 85% in 2001-02. On the other 

hand, the share of Savings Bank Deposits to the total deposits reduced. in 

all sample branches. For Polsanda branch it decreased from 50.51% to 

29.68% during the same period. 

(v) For all sample branches the Current Deposits had not played a significant 

role for the purpose of resource mobilization. 

(vi) A few accounts of the local. schools, Gram Panchayats, District Rural 

Development Agencies (ORDAs), local trusts etc. had been secured but 

much success could not be achieved in getting funds of the Government 

Agencies. 

(vii) During the year· 2001-02 the amount of total deposits of Ranitala branch 

was the lowest at Rs. 157.46 lakhs, followed by Ransagar and Salinda 

branches at Rs. 158.93 lakhs and Rs. 166.99 lakhs respectively . While 



246 

for the Polsanda btanch it was the highest at Rs. 360.66 lakhs, followed 

by Shaikhpara branch at Rs. 359.18 lakhs during the same year. 

(viii) Except Ranitala branch for all the sample branches the amount of 

advances increased during the period from 1992-93 to 2001-02. 

(ix) For each of the selected branches the trend of growth of advances over 

the previous year was mixed. During 2001 ~02, it was the highest in 

Pols and a branch at 23.70% followed by Ransagar branch at 12.24%, 

whereas, it was negative at 6.57% in Salinda branch. 

(x) Due to the lower growth rate of advances and higher growth rate of 

deposits the C-D ratio of every sample br;mch decreased largely during 

the period from 1992-93 to 2001-02. It was the highest in Ransagar 

branch (42.17%) and lowest in Polsanda branch (17.15%) in the last 

year of 1 0-year period. 

(xi) Tbe decreasing trend of C-D ratio indicated that the benefit to the society 

through its credit disbursement and deposit mobilization in the context of 

rural area had reduced during that period. 

(xii) In 2001-02 the recovery percentage of Polsanda branch was the highest 

at 71% followed by Ransagar branch at 69.66%, while it was the lowest 

in Salinda branch at 50.40% at the same time. 

(xiii) The total amount of productivity of Shaikhpara branch increased largely, 

·it was the highest at Rs. 434.38 lakhs in 2001-02 due to the high level 

growth of deposits. While it was the lowest in ·Ranitala branch at Rs. 

203.62 lakhs. 

(xiv) During 2001-02 the growth of productivity over the previous year was the 

.. highest in Polsanda branch at 30.31% and it was negative at 3.83% in 

Kalukhali branch. 

(xv) Over the 1 0-year period from 1992-93 to 2001-02 the per staff productivity 

in every sample branch increased, but it was notable in Polsanda branch 

at Rs. 126.88 lakhs in 2001-02, whereas it was very poor in Ranitala 

branch at Rs. 61.151akhs, followed by Salinda branch at Rs. 64.761akhs 

at the same time. 
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(xvi) Except 1993-94 for Polsanda branch in every year during .the period from 

1992-93 to 1996-97 all sample branches were in losses. From 1998-99 · 

all th'ese branches earned profit. 

(xvii) In the year 2001-02 Kalukhali branch earned the highest profit of Rs. 8.74 

lakhs, followed by Polsanda and Shikhpara branch at Rs. 8.151akhs and 

Rs. 7.65 lakhs respectively. 

(xviii) Due to increase in income and control of expenditure all br~nches had 

been able to show positive profitability ratio from 1998-99. In 2001-02 it 

was the highest in Kalukhali branch (2.89%) and the lowest in Ranitala 

branch (1.24%) . In the latest year of our study all branches achieved 

economic viability. 

Notes 

1Quantitative indicators are the amount of deposits, the amount of advances, 

recovery percentage, C-D ratio, per branch and per staff productivity, the amount 

of profit or loss, number of staff, number of villages covered, etc. 

2Qualitative indicators are age, sex; education, family size of the borrowers, 

efficiency of the bank personnel, management system, government support, etc. 
. . . 

. ·
3Lower index of the rank indicates better performance of the branches and the 

higher index of the rank indicates poor performance of the branches. 

· 
4Credit-Deposit ratio is the ratio between the amount of outstanding advances 

and deposits multiplied by hundred, 

· Total amount of Outstanding Advances 
i.e., C-D ratio = X 100 

Total Amount of Deposit 

~Proquctivity or volume of Business =Total Amount of Deposits +Total Amount of 

Outstanding Advances . 

. 
6Profitability ratio is the. ratio between the amount of profit and the volume of business 

multiplied by hundred, i.e., 

·Amount of Profit 
Profitability Ratio (p) = X 100. 

Amount of Volume of Business 



CHAPTER VIII 

MAIN FINDINGS, SUGGESTIONS AND CONCLUSION 

As per the recommendations of the Working ·Group on Rural Banks, the 

. Regional Rural. Banks (RRBs) were established in 1975 for supplementing the 

commercial banks and Co-operatives iri. supplying rural credit. They were treated as ~ 

new set of commercial banks sponsore"d, regionally based, rural oriented and low cost 

banks having the feel. and familiarity of local problems and the commercial business 

acumen for providing credit in the rural areas and mobilize rural savings. The main 

objective of RRBs in India was to advance credit and other facilities, specially to small 

and marginal farmers, agricultural labourers, artisans and small entrepreneurs in 

order to develop agriculture, trade, commerce, industry and other usual productive 

activities in different rural areas of the country. To achieve the objective RRBs grew 

rapidly in structure and outreach and in a very short time extended their branch 

network in hitherto unbanked areas. 

The RRBs played a significant role in mobilizing rural savings and in meeting 

the rural credit needs. In course of time, these banks, however, acquired certain. 

deficiencies and soon became non-'vlable. 

Thereafter, as a part of financial sector reforms process, Government of India, 

RBI and NABARD introduced a series of policy initiatives for the RRBs. The focus of 

these reforms were (a) recapitalisation of selected RRBs, (b) providing operational 

freedom and (c) introduction of transparency in balance sheets :of the RRBs. Though 

these measures did help many RRBs, the RRB system as a whole did not show signs 

of revival·· and. even after 10 years ·of initiating reforms, some RRBs continued in 

losses and most of the RRBs' profitability ratios were very low in the country. The 

RRBs in the· state of West Bengal also· did not separate themselves from · that trends. 

This chapter summaries the overali findings of our study and brings out the 

suggestions to improve the performance of the RRBs. 

8.2 Main Findings 

The present study was undertaken to assess the · performance of RRBs in -

West Bengal. For this type of investigation, the various aspects of banking operations 
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relating to the financial resources, loans and advances, recovery performance and 
. '· . - ' -

viability, etc. of rural banks were studied in detail. The main findings of the study are 

summarized "below : 

i) As on 31 March 2001, 196 RR.Bs were working with their 14,311 branches 

in India and they have covered 484 districts of the country. Up to that date, 

9 RRBs were operating with their 871 branches and they covered 18 

districts in West Bengal. Thus, while the average number of branches of 
- . 

RRBsat all India le.Vel stood at 73, the RRBs in West Bengai were, having . 

. 97 · branches per bank on an average. The number of branches of 

Mallabhum Gra.min Bank was the highest in the state at 176, followed by 

· Gour Gramin Bank at 148. The corresponding figure for Murshidabad 

Gram in Bank was the lowest at 40 . 

. ii) The total amount of deposits of Mallabhum Gram in Bank (Mal. GB) was 
. . . 

always the highest among the 9 RRBs in the state due to its having highest 

number of branches. But in case of per branch deposits the data reveal a 

different fact. As on 31 March 2001, the amount of per branch deposits 

was the highest in SGB at Rs. 395.91 lakhs, followed by HGB at Rs. 

394.86 lakhs. While the corresponding .figure was the lowest in NGB at Rs. 

273.00 .lakhs, followed by GGB and MGB at Rs. 283.83 lakhs and Rs. 

288.68 lakhs respectively at the same time. 

iii) Term Deposits contributed t~e maximum portion of the total deposits of 

the banks, forming between 70. to above 80 percent of the total amount of 

deposits mobilized during the period from 1992-93 to 2001-02, followed by 

Savings Bank Deposits. An analysis of the deposits of the six selected 

branches of Murshidabad Gramin Bank under the study showed that the 

proportion of Current Deposits was insignificant. Thus, the lack of popularity 

of the Current Deposits clearly indicated the lack of business activity and 

the popularity of Term Deposits mainly and the Savings Bank Deposits 

revealed that the non-business activity was more dominating in the 

operations of the banks (Branch·Level Survey). 

lv) Among ·the 9 RRBs in the state the total amount of outstandin~ advances 

of Mal. GB and GGB was remarkable due to their having more branches 

and large operation areas. On the other hand, as on 31 March 2001, the 
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amount of per branch outstanding advances of Mayu.GB was the maximum 

at Rs. 134.40 lakhs, followed by UBKGB at Rs. 121.351akhs and it was the 

minimum in NGB at Rs. 76.06 lakhs, followed by HGB and SGB at Rs. 

78 .. 27 lakhs and Rs.85.90 lakhs respectively . 

. v) The average per RRB and per branch productivity at the state level were 
. . 

higher than that at the national level though the per employee productivity 

was lower. at the state level than the national level during the period from 

1992-93 to 2000-01. The per branch and per employee productivity of 

BGB, SGB and HGB were higher than those ·at the state level, but for 

GGB, UBKGB were lower during the period from 1995-96 to 1999-2000. 

For Mai.GB and Mayu.GB the per branch productivity was higher than that 

at the state level but -per employee productivity was lower than the state 

level and this results were opposite for NGB and MGB during the same 

period. For both cases HGB showed the highest figure in the state during 

the _year 1999-2000. 

vi) Out of 9 RRBs studied, it was observed that for all of them the Credit 

Deposit (C-D) ratio decreased during the period from 1993-94.to. 2000-01. 

This was because the growth of advances was lower than that of deposits 

during that period. 

vii) The average recovery performance of RRBs at the state level was. very 

unsatisfactory in comparison with average recovery performance of. the 

RRBs in the ~ountry,· though it has somewhat improved recently in most 

cases. The percentage of recovery to demand at the state level increased 

from 27.3 in 1993 to 47.0 in 2001 as against 41.2 and 69.0 percentages 

respectively at the national level during the same period. Four RRBs in the 

state, viz., MGB, HGB, 8GB and Mayu.<?B recorded recovery on and 

above 50 percent. Out of 9 RRBs . the recovery percentage. o{ 

Murshidabad Gram in Bank (MGB) was the highest in 2001 at 61.0 percent 

and the corresponding figure was the lowest'for Sagar Gramin Bank (SGB) . 

at 36.0 percent only atthe same time. 

viii) It was found during our study that on account of low yield on loans and· 

advances due to low recovery, all the RRBs went for the investment in~ big 

way particularly out of non-SLR surplus fund. This trend resulted in 
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remarkable growth in investment. During the year 1996-97 UBKGB and , 

Mayu. GB recorded growth of investment over the previous year by 

738.93% and 455.41% respectively and it was 223.31% at the state level. 

Except GGB and Mal. GB for all RRBs in the state of West Bengal the 

investment-deposit ratios in 2000-01 were above 60% . It was the highest 

for HGB at 102.73%, followed by BGB and NGB at 86.78% and 83.72% 

respectively. The recent initiatives taken by the RBI in respect of the 

lending and investment policies of RRBs have helped the· banks in 

increasing the return on assets. 

ix) As on 31 March 2001, all the RRBs in the state was able to make profit, but 

for most of RRBs the amount was negligible. At that time Sagar Gramin 

Bank' showed the highest profit of Rs. 503 lakhs in the state, followed by 

Mallabhum Gramin Bank (Rs. 250 lakhs). While the corresponding figure 

was the lowest in Murshidabad Gram in Bank _at Rs. 56 lakhs, followed by 

Uttar Banga Kshetriya Gram in Bank at Rs. 70 lakhs. 

x) In the state of West Bengal, during the last 10 years, RRBs have been 

participating actively in various programmes designed for providing credit 

assistance to identified beneficiaries included under the 20-point 

programmes, IRDP and other programmes designed for Scheduled 

Castes and Scheduled Tribes. RRBs are also advancing loans to weaker 

sections and physically handicapped persons under differential rate of 

Interest (DRI) schemes. 

xi) Preparation of annual Development Action Plans (DAPs) under the 

guidance of NABARD which was a turn around plan and signing of 

Memorandum of Understanding (MoU) with sponsor banks was very much 

fruitful. These exercises helped RRBs in improving business and profit 

planning and monitoring by sponsor banks and NABARD. 

xii) The reasons for turnaround of RRBs from loss to profit in the state are (a) 

high growth and resultant increased volume of business, (b) high 

productivity of employees leading to lower transaction costs as percentage 

to business, (c) improved recovery and consequently reduced NPA level, 

(d) improved investment level leading to higher income, (e) permitting 

RRBs to start some of the non-fund based business like issue of 
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guarantees, purchase and discounting of cheques and demand drafts 

(DDs), providing lockers, etc., (f) the scope of lending by RRBs was 

liberalized by equating them with commercial banks with regard to 

advances by removing target group approach and allowing them to 

finance all categories of borrowers. 

xiii) The overall financial performances of SGB, NGB and Mal. GB improved 

satisfactorily over the five-year period of 1995-96 to 1999-2000. During 

the year 1999-2000, the spread ratios of these banks were more than the 

average figure at state level, they were able to show a notable positive 

profitability ratio. But, for GGB, UBKG and Mayu.GB these results were not 

satisfactory though their financial performances improved in the next year. 

xiv) For all RRBs in the state the percentages of interest expenses on deposits 

to the total expenditure increased vehemently over the five-year period of 

1995-96 to 1999-2000 . While the percentages of interest income on 

advances to the total income decreased during that period. 

xv) It was found during our study that traditionally, the restricted clientele, low 

capital base and high cost of intermediation, poor recovery of dues and 

slender interest spread affected the viability of RRBs. Besides, the 

limitations imposed by the economic potential of the area of operations of 

some of the RRBs, multiple functional controls and restricted investment 

opportunities also have a bearing on the profitability of RRBs. 

xvi) Efficiency is an important factor in rural banking. This can be improved 

by providing better and attractive service conditions, improving policies 

and system of management, adopting better training and motivation to the 

employees. But due to pressures from various quarters and lack of financial 

resource management skill, the allocation of resources is not done 

efficiently. For example, the pressure for lending from district authorities is 

not 1 . .mcommon, regardless of the existence of recovery climate or skill to 

make credit decisions. 

xvii) On the basis of experience of bank officials it may be concluded that 

working in rural areas and serving the rural people is very difficult and 

needs a close follow up. The result is high cost in relation to the profit 

accruals. 
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8.3 Suggestions 

It is true that the rural banking environment will be more competitive with many 

players offering similar services. The competition would do a whole lot of good to the 

sector. Ttie players will necessarily introduce newer products and services and also 

improve the outreach as their competitive strategy. In this field the following 

suggestions would help to improve the working of RRBs and also to keep their viability 

as well as capable for achieving the objectives for which they have been set up : 

iJ The performance of every RRB in West Bengal should be evaluated by 

an autonomous research organization to know the strengths and 

weaknesses of the bank. The systematic programme planning, 

implementation and evaluation should- be major concern of the RRBs. 

ii) The more relocation of rural branches in comparatively better centres 

(business based places) and opening of some additional branches in 

semi-urban and urban areas are necessary to increase volume of 

business as well as profit of the banks. 

iii) To increase the mobilization of the rural deposits, RRBs have to make 

competent efforts. Like credit camps, deposit camps should also be 

organised with wide publicity at the appropriate time of harvesting and 

marketing of crops. 

iv) RRBs should be allowed to give one percent more rate of interest on 

deposits to attract more deposits from urban and rural people. 

v) To reduce the transaction costs as well as burden ratio RRBs have to 

increase per branch and per staff productivity, internal efficiency and 

group lending approach. 

vi) RRBs were allowed to finance non-target group borrowers to the extent ~ 

of 60% of fresh loans. This was unwarranted because it would strike at 

the root -of the objective of the RRBs. So, they have to build up a 

reasonable cash to meet day-to-day requirements and doing away with 

the requirements of the SLR can support the resources of RRBs. In this 

way target groups will get more finance for them and the income of the 

RRBs will also go up. The Kelkar Committee(1986) also did not favour 

the idea that RRBs should finance the non-target groups in rural areas, 
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but it had suggested that the RRBs may be allowed to finance the public 

bodies set up for the welfare of weaker sections and rural common 

people. 

vii) To avoid unnecessary competition RBI should make a policy for transfer 

of business from rural branches of Commercial Banks to RRBs. This will 

make a shift of business of rich farmers from Commercial Banks to 

RRBs, which will be helpful to increase profit of RRBs and at the same 

time it will avoid wasteful competition between the Commercial Banks· 

and RRBs. This transfer of business may be done in different phases. 

Before starting this type of business, Commercial Banks and RRBs 

have to train their personnel about the business jointly. 

viii) The proper guidance and training to the borrowers-should be treated as 

an important component of the scheme for higher level of production and 

better price of the product. By any means the awareness among the 

borrowers regarding loan component and its utilization should be 

increased. 

ix) The borrowers should be educated on different types of credit facilities, 

eligibility norms, repayment schedule, rate of interest and provided with 

necessary printed literature to avoid delay in getting loan. This 

approach would greatly facilitate decision making by the borrowers. 

x) The role played by the middleman should be replaced either by the 

block officials, or the bank field staff or genuine village leader. 

xi) The RRBs should organize more and more loan recovery camps since 

this method has been found to be more effective and successful in this 

regard compared to other methods. For this purpose, block officials, 

village leaders, district authority etc. should be involved to organize such 

camps from time to time. 

xii) Keeping in view the need of the rural people, the RRBs should adjust 

their working hours, which will be effective for both of them. Mainly, 

during harvest season, farmers are busy in day time. so working hours 

of RRBs may be changed to evening. 
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xiii) The RRBs have to look after the quick sanction of loan, the competent 

communication of bank official with the applicants/ respondents and his 

guidance in granting the scheme. Loan in time will help the borrowers 

largely by proper utilization of loan. 

xiv) A competent market survey by the bank offi~ials before sanctioning the 

loan and creation 

necessary. 

of better marketing facilities are very much 

xv) If any defaulted borrower seeks for second time for revival of his earlier 

business then the disbursing branch can consider his application 

depending on the integrity, desirability, ambition and hard working 

nature of the borrower concerned. This, in fact, ensures the assisted unit 

to generate its income through business. 

xvi) In case of Murshidabad Gramin Bank under SSI sector the activities like 

soap factory, X-ray , printing press, clinical test laboratory, medicine 

distributing centre, book selling stall, book binding, goatery, horticulture, 

automobile repairing works, refill filling unit, knitting machine, the 

processing of cereals and pulses, oil, cane-sugar, palm-gur, bee

keeping etc. may be embraced within the ambit of bank finance. 

xvii) The limit of service area under 'service area approach' of banks may be 

made for some RRBs which are having small operating area. 

xviii) The RRBs have to reduce transaction costs per staff due to managerial 

inefficiency in the control of establishment expenses other than salary 

and allowances. The lack of proper knowledge of the staff for formulation 

and implementation of the budgeting system also suggest intensive 

training, organizing workshop and other interactive programmes to 

achieve the desired goals and make profit. 

xix) Adequate safety measures should be adopted giving more security to 

the employees of the bank working in remote areas. 

xx) Specific area-wise schemes should be formulated to suit the most 

common socio-economic conditions of the operational areas of the 

RRBs. The RRBs have to take different strategies for different areas to 

improve their performances as well as the rural economic conditions. 
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8.4 Conclusion 

In spite of limitations, most of the RRBs in the state of West Bengal, barring 

some chronically weak banks have performed reasonably well during the period from 

1997-98 to 2001-02. All RRBs have improved their performance due to the policy 

measures initiated, though it was observed that the gross ratios and operating ratios 

of some banks were not significant for earning profit. Consequently, th"eir profitability 

ratios were very low. Hence, more 'efforts are required for reducing the non-interest 

expenditure and to increase the non-interest income. The variables such as amount of 

deposits, deposit amount per branch, deposit amount per employee, total amount of 

outstanding advances, outstanding advance amount per branch, outstanding advance 

amount per employee, productivity per branch, productivity per employee, C-D ratio, 

the amount of overdue, recovery percentage, profit/loss amount had greater 

influence than other variables on the performance of the bank. Thus greater 

emphasis should be given for these variables. 

As the RRBs grew big and expanded into important places within the state, 

they would gain better negotiability, whereby other financial institutions would like to 

enter into business collaborations with RRBs and vice versa. Such opportunity can 

help offering complete and total banking services for rural people in an integrated 

manner. 

But the rural banking environment will be more competitive with many financial 

institutions offering similar services. The possibility ·of several RRBs working in a 

competitive environment will enhance the overall efficiency of the system rather than 

providing monopolistic opportunity. Despite of that, we cannot deny the importance of 

the support of NABARD, sponsor banks and Governments. 

However, the RRBs should be able to derive competitive advantage from the 

extensive branch network, already in place, in which they look for diversification of 

their lending portfolios to achieve better productivity and sustainability. 



257 

Within last few years some important committees like Bhandari Committee 

(1994), Thingalaya Committee (1995), Basu Committee (1995), Mahalek Committee 

(1996), Narasimham Committee (1998), Gupta Committee (1998), Agarawal 

Committee (1999-2000) have studied the role of RRBs in rural credit and examined 

their performances. They recommended some remedies tQ improve the performances 

of the RRBs. So, to serve the rural poor reasonably and at the same time to achieve 

sustainable viability all the RRBs have to implement the above measures along with 

the suggestions of these committees. 
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Appendix I 

Serial No .....••.••.........••••••.•.••. 

Date: 

INTERVIEW SCHEDULE AT THE BRANCH LEVEL 

(To study the performance, management planning and control system of the branch) 

Village .................................... P.S ........................................ Anchal ................. . 

Block . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . District ................................... . 

I. Name of the Branch: 

2. Total No. ofStaff: 

3. Population of the operation area : 

4. Total No. of Account till ..................... : ..... , .................... . 

5. Total business till ............................. : : Rs .................... . 

6. Deposits,Advances etc. in the Last 10 Years. 

Years Deposits Advances Recovery Profit/Loss No. of villages 
covered 

1992-93 

1993-94 

1994-95 

1995-96 

1996-97 

1997-98 

1998-99 

1999- '00 

2000-01 

2001-02 

7. What type of budgets/plans are usually prepared for your branch? (Please tick): 

a) Performance budget; D b) Operational budget ; D c) Target/Achievement D 

d) Any other D e)None. D 

8. To what extent do you find Head Office guideline informative and useful in preparing the branch draft 
budget? (Please tick) : 

a) Very useful & informative 0 b) Somewhat useful D c) Not useful & informative D 
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9. Would you suggest any change in the existing proforma used for performance budgeting? 

(Specify please): 

10. Is the branch budget prepared in your bank splitt,ing up into: weekly/monthly/quarterly/halfyearly. 

11. What is the period of reporting of actual performance against bu~geted performance? (Tick mark): 

Weekly/Monthly/Quarterly/Half-yearly. 

12. Do you feel that the performance budgeting in your branch has been effective in achieving the 

objective of the system? (Please tick) : 

a) Very effective 0 b) Somewhat effective 0 c) Not effective 0 

13. What type of operational reports/statements is prepared and at what frequency they are sent to: 

Sl.No. Name of the Report Frequency To whom sent 

i. 
Weekly H.O/Other office 

ii. 
Monthly H.O./Other office 

iii. 
Quarterly H.O./Other office 

IV. . Half yearly H.O/Other office 

14. Does the rural borrower get help and guidance of the bank staff for getting loan? Y 0 N 0 

15. Do you face any direct/indirect pressure from the Govt. agencies or local Panchayat leader/ MLA I 

MP for lending on unviable scheme? Y 0 N 0 

16. If yes, is that pressure a regular feature or occasional? Regular D Occasional D 

17. What is the percentage of loan application rejected by the bank? (Please tick): 

No scope to reject I negligible percentage I very good percentage. 

18. Have the recovery percentage of branch improved in the recent years? (Please tick) 

Y 0 · N D 
19. What actions have been taken to increase recovery? 

a) 
b) 

20. Does your branch formulates separate business plans for non-target or non-priority sector?: 

Yes D No D 

21. What are your suggestions for improvement of financial performance? (Please specify): 
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Appendix II 

Serial No .............. . Date ............. . 

INTERVIEW SCHEDULE AT THE BENEFICIARY LEVEL 

(To study borrower, the impact of loan, the problems of over dues, some other 
related problems and information) 

Village . . . . . . . . . . . . . . . .. . . . . P.S. . ...................... . Anchal 
... .. . ... ... ... ... ... . .. ... .... District ..................... . 

I. Name of the beneficiary ................................................................... . 
Age: ................. Caste : SC/ST/OBC/Muslim/General. 

2. Educational Qualification: Illiterate/Primary/Secondary/H.S./College/Technical/Other. 

3. Occupation: Principal ...................... Subsidiary .......................... . 

4. No. of family members: ................... [Male .............. Female ................ ] 

5. No. of earning members : ................... [Male ................. Female .................. ] 

6. Land holdings: 

7. Average annual family income: 

a) Less than Rs. 5000 D b) Rs. 5000 - Rs. 10000 D 

c) Rs. 10001 - Rs. 15000 D d) Above Rs. 15000 D 

8. How many times have you got financial assistance from MGB: Once/Twice/More. 

9. Amount of loans Rs ................ Subsidy Rs .................. Total: Rs ............. . 

10. How much ofthe loan repayment is in arrear? 

a) Amount Rs ..................... b) Percentage 

11. Name ofthe scheme provided: 

a) Agriculture D b) SSI D c) R. A. D d) Business D 
e)Other purpose (specify): 

12. Have you paid back the amt. of the loan totally? Yes D ·No D 

13. Ifyes, the reasons for default (Assign ranks 1-12 in order of importance): 

a) Low productivity and failure of the asset/scheme 

b) Crop failure due to natural calamities 

c) Improper repayment schedule (high installment period) 
d) Low investment of funds resulting in low income generation 

0 
0 
D 
D 

Block 



e) Political influence 

t) Liberal attitude of the Govt. agencies 

g) Unforeseen domestic problems. 

h) Faulty selection of scheme having no experience and no interest 

i) Improper utilization ofloan 

j) Use for other purpose 

k) Lack of initiative ofbank staff 

l) Any other (specifY please) 

14. What benefits did you desire from the utilization ofloan? (Please specify) 

a) Increase in production 

b) Increase in Income 

c) Increase in savings 

d) Improve in the standard of living 
e) Any other benefits, if any, (please specifY) 

15. Does the loan amount sanction were sufficient? y D N 

16. Did you get the loan timely according to your need? y D N 

17. Was the scheme selected on the basis of your own choice? y D N 

18. Did you take help of anybody for getting the loan? y D N 

19. Did you have to pay any commission for the loan? y D N 
If yes, what is the percentage? ------------

20. Did you get help and guidance of the bank staff for y D N 
getting loan ? 

D 

D 

D 

D 

D 

D 

D 

D 

D 

D 

D 

0 

D 

D 

D 

D 

D 

D 
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21. After delivery of the loan how many times banks staff visited you? Once/Twice/Thrice or 
more/never. 

22. Have you taken loan from other sources? y D N D 

Ifyes, then 
a) Source(s) ................................................... . 
b) Rate of interest ............................................ . 

23. Are you prepared to take additional loan even at higher rate of interest from the bank? 

y 0 N D 

24. Are you satisfied with the service ofthe bank staff? y D N D 

25. Is the supervision of the bank staff sufficient? y D N D 

26. Do you want any change in the existing banking procedure ? y D N D 
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Appendix- III 

Basic Business Indicators of RRBs in India 
( Rs. in Crore) 

As at the end of No. of District No. of Deposits Outstanding C-D Ratio 
RRBs Covered Brahcnes Advances 

Dec. 1975 6 12 17 0.20 0.10 50 

Dec. 1976 40 84 489 7.72 7.02 91 

Dec. 1977 48 99 1187 33.04 42.35 128 

Dec .. 1978 51 102 1753 . 74.11 122.02 165 

Dec. 1979 60 111 2420 123.22 167.41 136 

Dec. 1980 85 144 3279 199.83 243.38 122 

Dec. 1981 107 182 4795 336.00 406.59 121 

Dec. 1982 124 214 6191 502.26 577.11 115 

Dec. 1983 150 265 7795 677.85 750.84 Ill 

Dec. 1984 173 307 10245 959.97 1080.77 113 

Dec. 1985 188 333 12606 1285.82 1407.67 109 

Dec. 1986 194 351 12838 1714.94 1784.84 104 

Dec. 1987 196 363 13353 2305.82 2232.26 97 

Dec. 1988 196 369 13920 2965.88 2804.29 95 

Mar. 1989 196 369 14079 3118.58 2918.25 94 

Mar. 1990 196 372 14443 4150.52 3554.04 86 

Mar. 1991 196 381 14527 4989.24 3535.35 72 

Mar. 1992 196 392 14539 5867.83 4090.86 70 

Mar. 1993 196 398 14543 6938.14 4626.73 67 

Mar. 1994 196 408 14542 8826.51 5253.02 60 

Mar. 1995 196 425 14509 11150.01 6290.97 ·56 

Mar.1996 196 427 14497 14187.90 7505.03 53 

Mar. 1997 196 427 14461 18032.01 •8718.08 48 

Mar. 1998 196 451 14475 22189.23 9860.81 44 

Mar. 1999 196 484 14475 26763.04 11281.50 42 

Mar. 2000 196 484 14517 3296.93 13185.95 41 

Mar. 2001 196 484 14311 38277.78 15814.89 41 

Mar. 2002 196 484 14350 44539.00 18598.00 42 

Source : Review of Working of RRBs, 1998 and Key Statistics on RRBs ( 1999-2002), 
NABARD. 
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Appendix IV 

BANKING INSTITUTIONS OF MURSHIDABAD DISTRICT 

.. 
COMMERCIAL 
BANKS(225) 

BANKING INSTITUTIONS 

1 
'f 

CO-OPERATIVE BANKS(12) 
(Murshidabad District Central 
Co-operative Banks) 

f 
OTHERS 
(3) 

t 
.. 

STATE FINANCIAL 
CORPORATION(1) 

W.13.F.C. (1) 

AB BOB BOI CBI KB DB GGB lOB MGB PNB SBI UBI CB UBI IB 
(17) (12) (15) (2) (8) (1) (26) (3) (40) (2) (40) (47) (5) (3) (4) 

Total number of Banking Institutions- 241 

AB Allahabad Bank · 

BOB Bank of Baroda 

BOI Bank of India 

CBI Central Bank of India 

KB Kanara Bank 

DB Dena Bank 

GGB Gaur Gramin Bank 

lOB Indian Overseas Bank 

MGB Murshidabad Gramin Bank 

PNB Punjab National Bank 

SBI State Bank of India 

UBI United Bank of India 

CB Cindicate Bank 

UBI : Union Bank of India 

IB : Ideo Bank 

Source : Di~trict Statistical Head Office (2001-02) ; Murshidabad 
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Expansion of Branches of MGB 

Year. No. of Branches 

Upto 31 Dec., '84 1 (1) 

Upto 31 Dec., '85 1 (0) 

Upto 31 Dec., '86 6 (5) 

Upto 31 Dec., '87 18 (12) 

Upto 31 Dec., '88 25 (7) 

Upto 31 D~c., '89 39 (14) 

Upto 31 Dec., '90 40 (1) 

Upto 31 Dec., '91 40(0) 

Upto 31 Dec., '92 40(0) 

Upto 31 Dec., 2002 40 (0) 

Total: 40 

Source : Head Office of MGB, Berhampore 

Note : Figures in brackets are the number of branches 

which established in respective year. 
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40 BRANCHES OF MGB 

SI.No. Name of Branches Year of Estab. Name of Blocks 
1. Berhampore 1984 Berhampore 
2. Bhakauri 1986 Berhampore 
3. Choa 1986 Berhampore 
4. Choighari 1986 Berhampore 
5. Shaikh para 1986 Raninagar-11 
6. Notial 1986 Ranigar-1 
7. Antardwipa 1987 Samsherganj 
8. Madhupur 1987 Nowda 
9. Simulia 1987 Bharatpur-11 
10. Katakopra 1987 Domkol 
11 . Garaimari 1987 Domkol 
12. Begunbari 1987 Beldanga-11 
13. Orahar 1987 Bhagwangola-1 
14. Bhagirathpur 1987 Domkol 
15. Mehedipur 1987 Nabagram 
16. Sarbangapur 1987 Nowda 
17. Ratanpur 1987 Sagardhighi 
18. Kalukhali 1987 Bhagwangola-1 
19. Sarbanagar 1988 Nabagram 
20. Parulia 1988 Khargram 
21. Mirzapur 1988 Beldanga-11 
22. Asariadahaghat 1988 Bhjagwangola-1 
23 .. Ranitala 1988 Bhagwangola-11 
24. Bansabati 1988 Suti-1 
25. Patkeldanga 1988 Sagardhighi 
26. Danirampur 1989 Jalangi 
27. Sahebrampur 1989 Jalangi 
28. Salinda 1989 Bharatpur-11 
29. Rukunpur 1989 Hariharpara 
30. Herampur 1989 Raninagar-11 
31 . Moya 1989 Lalgola 
32. Sajanipara 1989 Suti-11 
33. Ransagar 1989 M.J.Biock 
34. Mahesil i 1989 Suti-11 
35. Sargachi 1989 Beldanga-1 
36. Polsonda 1989 Nabagram 
37. Simanapara 1989 Nabagram 
38. Sizgram 1989 Bharatpur-1 
39. Pas Ia 1989· Nabagram 
40. Karnasubarna 1990 Berhampore 

Source : Head office of MGB, Berhampore 
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Appendix VII 

BLOCK-WISE BRANCHES OF MGB 

SI.No. Name of Blocks No. of Branches of MGB 

1. Berhampore 4 

2. Beldanga-1 1 

3. Beldanga-11 2 

4. Hariharpara 2 

5. Nowda 2 

6. Domkol 3 

7. Jalangi 2 

8. Murshidabad -Jiaganj 1 

9. Raninagar-1 1 

10. Raninagar-11 2 
I 

11. Bhagwangola-1. 2 

12. Bhagwangola-11 1 

13. Lalgola 1 

14. Nabagram 5 

15. Kandhi 0 

16. Baranya 0 

17. Khargram 1 

18. Bharatpur-1 1 

19. Bharatpur-11 2 

20. Suti-1 1 

21. Suti-11 2 

22. Raghunathganj-1 0 

23. Raghunathganj-11 0 

24. Samsherganj 1 

25. Sagardhighi 2 

26. Farakka 0 

Total 40 

Source : Head Office of MGB, Berhampore 
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Appendix VIII 

THE DETAILED POSITION OF DEPOSITS OF MGB 

(Rs. in lakhs) 

Year Savings Bank Term Current Others Total 
Deposits Deposits Deposits Deposits Deposits 

1984 0.05 0.05 

1985 0.93 0.08 0.05 1.06 

1986 2.06 0.24 0.04 2.34 

1987 43.89 11.87 2.76 7.37 65.89 

1989 191.32 59.27 8.62 35.83 295.04 

1990 497.32 173.26 38.82 72.65 782.05 

1991 539.67 293.90 26.02 96.47 . 956.06 

·1992 624.86 439.87 19.25 149.62 1233.60 

1993 677.51 736.51 44.49 80.23 1538.74 

1994 814.10 992.57 36.96 93.85 1937.48 

1995 997.89 1345.9 64.42 62.15 2470.37 

1996 1291.57 1931.08 33.78 61.75 3318.38 

1997 1364.52 2765.02 86.17 4215.71 

1998 1701.32 3876.18 106.30· 5683.80 

1999 2044.13 5293.90 109.50 7447.53 

2000 2578.24 6839.33 183.84 9601.41 

2001 3009.24 8264.44 273.05 11546.73 

2002 3615.07 9269.14 290.99 13175.20 

Source: Annual Reports of MGB (various issues), Berhampore 

Note : '-' indicates 'nil' or 'negligible amount' 
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Appendix IX 

SECTOR-WISE AND YEAR-WISE BREAK-UP OF OUTSTANDING ADVANCES 
OF M~B (Rs. in lakhs) 

r.'ear Ag. and allied Small Scale Business Transport Others Total 

Agriculture Industries 

1986 0.04 0.06 0.03 0.45 0.58 

1987 7.15 1.77 4.88 0.49 1.89 16.28 

1989 70.40 31 .84 46.54 6.91 10.55 166.24 

1990 136.45 108.49 153.73 18.54 57 .17 474.38 

1991 191.49 102.57 268.41 34.52 158.22 755.21 

1992 252.95 239.69 380.82 43.21 89.32 1005.99 

1993 333.92 277.22 394.47 49.53 131.85 1186.99 

1994 287.65 321 .26 520.03 53 .37 172.10 1354.41 

1995 210.24 320.64 416.91 34.20 640.41 1622.40 

1996 321 .24 498.22 610.35 82 .71 352.48 1865.00 

1997 321 .03 506.28 753.72 109.20 433.36 2133.59 

1998 181.68 381.74 398.41 129.98 818.39 1910.20 

1999 226.60 439.64 412.04 161 .37 1016.05 2255.70 

2000 239.40 599.62 1240.92 236.14 943.91 3259.99 

2001 301 .03 619.72 1781 .81 208.19 810.16 3720.91 

2002 372.99 592.90 1774.02 171.48 954.68 3866.07 

Source : Annual Reports of MGB (various issues) , Berhampore 

Note: '-' indicates 'nil ' amount. 
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