
     Regional Rural Banks (RRBs) were set up as a regional based rural lending institution  

                                                        under the Regional Rural Banks Act, 1976.                                                              RRBs are jointly owned by Central Government, concerned State Government and  

        They are scheduled commercial banks (Government banks) and are configured as                                                                                                                           Sponsor Banks. 

          hybrid micro banking institutions, combining local orientation and small-scale lending                                     Three entities with their respective shares as follows: 

                                  culture of cooperatives and business culture of commercial banks.                                                                  - Central Government → 50% 

           They were established based on the recommendations of Narsimham Committee                                                               - State government → 15% 

                                                                                                working group.                                                                                                  - Sponsor bank → 35% 

             The first Regional Rural Bank “Prathama Grameen Bank” was set up on 2nd October, 1975. 

          

 

 

 

 

                                                                                                                                                                                                                           

                                                                                                                                                                                                                         RRB are regulated by RBI and supervised by National Bank for 

                                                                                                                                                                                                                                                 Agriculture and Rural Development (NABARD).  

 

 

                                                 They have been created with a view to serve primarily rural areas of India with basic banking and financial services. 

                                              They fulfil credit needs of relatively unserved sections in rural areas-small and marginal farmers, agricultural labourers and socio-economically weaker sections and  

                                                                                        small entrepreneurs in rural areas for development of agriculture, trade, commerce, industry and other productive activities. 

                                         RRBs can also set branches set up for urban operations and their area of operation may include semi urban or urban areas too. 

                                    To enhance employment opportunities by promoting trade and commerce in rural areas. 
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RRBs accept deposits from their members who hold an account in the bank.                                                          The RRB concept was based upon the policy that they would lend only to the 

     As per guidelines of Reserve Bank of India (RBI), the RRBs have to provide 75 per                                                weaker sections of rural society, charging lower interest rates, opening branches 

                                      cent of their total credit under Priority Sector Lending (PSL).                                                          in remote and rural areas. But the commercial motivation was absent. 

         The RRB in India perform the important function of distribution of wages under the                                           RRBs were finding themselves unable to sustain because of the mounting 

            MGNREGA (Mahatma Gandhi National Rural Employment Guarantee Act), the Pradhan                                                                                    losses due to imprudent commercial policy. 

                                                                                  Mantri Gram Sadak Yojana (PMGSY).                                                         By the time, the branch network had expanded so large that it would be 

               RRBs also provide lending to micro/small enterprises and small entrepreneurs in rural areas.                          political unwise for the government to merge the RRBs with sponsor Banks. 

 

 

 

 

 

 

 

 

                             Reduce rural and urban gap by mobilising financial resources and services to rural regions.  

                        RRBs assist rural businesses by providing them short- term loans, insurance facilities, etc. 

                    Providing assistance like loans, advances, insurance to agriculturists for farming inputs, equipment, processing, marketing activities, and cooperative societies helps in  

                                                                                                                             the growth of agriculture and the advancement of farmers. 

                The RRBs look forward to covering underserved rural areas in terms of financial services and extending credit assistance. 

           RRBs reduce farmers’ and the weaker sections’ dependence on traditional sources like moneylenders who exploited them with a high rate of interests on loans.  
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