
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. 



8 

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 
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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) . 

. . 


