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The Operational and Structural system of Regional Rural Banks in

Financing Agriculture in Bareilly, District of Uttar Pradesh

ABSTRACT

92.45 per cent of incomes come from interest earned and of the Bank in the ending year 2020
as against last year’s position of 94.15 per cent while in ending year 2021, 90.49 per cent
income comes from interest earned. Other income contributed 9.51 per cent of the total
income during the ending year 2021 as against the last two years 2020 and 2019, figure of
7.55 per cent and 5.85 per cent. Rs. 1126.78 crores (51.56 per cent) of the amount were
disbursed by the bank in ending 2021 on interest on deposits and the Reserve Bank of India
compared to the disbursements of the last two years (2020 and 2019) on those paid interest of
Rs. 1054.21 (51.38 per cent) crores and Rs.964.58 crores (50.03 per cent). The second major
expense of the bank is operating expenses recorded as Rs. 546.27 crores (25.00 per cent) in
the end of 2021 compared to the expenses of the last two years (2020 and 2019) for the
operational expenses paid were Rs. 525.88 (25.63 per cent) crores and Rs. 504.99 crores
(28.29 percent). Business per store was Rs. 36.32 crore in 2020-21 and business per

employee was Rs. 9.01 crore in the same year.
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Introduction

Institutional credit flow to agriculture has been steadily rising due to various
initiatives taken by government, RBI, NABARD and financial institutions. During 2019- 20,
banks have disbursed 313.68 lakh crore to agriculture and allied sectors, about 8.8per cent
more than the previous year. Commercial banks account for about three fourth of the total
institutional credit flow to agriculture during 2019-20. The share of commercial banks in total
agriculture credit flow increased from 53.7per cent in 1999- 2000 to 77.2 per cent in 2019-20,
while the share of Cooperative banks declined from 39.5 per cent to 10.9 per cent during the
same period. Regional rural banks also have expanded their share of institutional credit flow
to agriculture sector over two decades. The share of long-term credit has almost doubled in



last seven years, from 22 per cent in 2012-13 to 40.3 per cent in 2019-20. Short-term credit
has increased by a CAGR of 9.79 per cent during the past ten years while the long-term credit
increased at 22.6 per cent during the same period. (NABARD Annual report, 2022)

Its good the Government of India’s Aatma Nirbhar Bharat package and our
hardworking farmers, the agricultural sector recorded a growth of 3.6per cent last year and is
likely to repeat the performance in Financial Year 2022. Agricultural credit outstanding grew
at 12.3 per cent in Financial Year 2021, highest across all sectors. This gives us confidence to
meet the target of "16.5 lakh crore rural credit flow set by the Union Budget 2022, as the
monsoon during current year too is expected to be normal. National Bank for Agriculture and
Rural Development’s loans and advances grew faster at 25.2 per cent in Financial Year 2021
compared to 11.5 per cent in previous year. Notably, half of the total loans outstanding of 6
lakh crore were for credit support of production activities at the grassroots and a third for
infrastructure development. The 25,500 crore Special Liquidity Facility (SLF) and "1,567
crore additional SLF given upfront to cooperative banks, Regional Rural Banks, and micro-
finance institutions enabled unhindered flow of credit to farmers for seasonal agricultural
operations while the Long-Term Rural Credit Fund helped enhance on farm capital
formation. (NABARD Annual report, 2022)

1. Operational Results of Regional Rural Banks

(a) income
e Interest Received: This source of income comprises of interest on various types of
loans and advances and discounting charges of bills; .
e Charges made for the operation of current accounts; and
e The commission charged for providing agency services
(b) Expenditure
e Interest paid by the Bank to the depositors e.g., interest on fixed and savings banks
deposits and other types of accounts.
e Their operating expenses 1l.e. directors' and local committee members fees,
auditors' fees, salaries and allowances to staff office expenses e.g., printing
stationery, advertisements, postage and telegrams and stamps, rent, insurance,

lighting etc.



Income Earned by Baroda U.P. Bank: The following table gives the details of the income

earned by the Bank during last 3 Years.

Table 1. Particulars of Income Earned by Baroda U.P. Bank in Bareilly district (Amount in

Crores)
Sl. No.| Particulars 2019 2020 2021
1 Interest Earned 1776.10 1931.96 2079.37
(94.15) (92.45) (90.49)
2 Other 110.34 157.81 218.57
Income (5.85) (7.55) (9.51)
Total 1886.44 2089.77 2297.94

(Source: Various Annual Report of Baroda U.P. Bank)
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Figure 1: Particulars of Income Earned by Baroda U.P. Bank in Bareilly district

Table 2. Particular of Expenditure Incurred by Baroda U.P. Bank in Bareilly district

(Amount in Crores)

Sl. No.| Particulars 2019 2020 2021
1 Interest Expended 964.58 1054.21 1126.78
(50.03) (51.38) (51.56)
2 Operating 504.99 525.88 546.27




Expenses (28.29) (25.63) (25.00)

3 Provisions & 315.66 47151 528.26
Contingencies (17.68) (22.98) (24.00)

Total 1785.23 2051.60 2201.31

(Source: Various Annual Report of Baroda U.P. Bank)
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Figure 2: Particulars of Income Earned by Baroda U.P. Bank in Bareilly district

Table 3. Income and expenditure of the Baroda U.P. Bank in Bareilly district (Amount in

Crores)

Year Income Expenditure Profit
2018-19 1886.44 1785.23 101.21
2019-20 2089.77 2051.6 38.17
2020-21 2297.94 2201.31 96.63

(Source: Various Annual Report of Baroda U.P. Bank)
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Figure 3: Income and expenditure of the Baroda U.P. Bank in Bareilly district
Performance of Baroda Uttar Pradesh Bank’s Bareilly district:

The deposits of the Bank were Rs. 1860.82 crores in 2018- 2019 while in 2020-21
the deposits have been increased by Rs 2140.32 crores. It shows that the Bank has been
endeavor to motivate and inculcate saving habits among the villagers. The advances of the
Bank were Rs 702.83 crores in 2018- 2019that has been increased by Rs. 801.61 crores in
2020-21. It shows that the Bank could increase disbursement of loans and advances to rural
agriculturists, rural artisans and nonagricultural entrepreneurs through sustained efforts to

increase lending.

Table 4: Performance of Baroda Uttar Pradesh Bank’s Bareilly district

SI. No. Particulars 2019 2020 2021
1 Deposits 1860.82 1979.38 2140.32
2 Advances 702.83 727.88 801.61
Credit deposit ratio 37.74 36.77 37.45
3 NPA Gross NPA 93.32 82.12 69.38
Net NPA 52.34 44.84 26.66
Gross NPA to Total 14.56 11.17 8.66
Advances




Total credit disbursement 845.74 824.56 703.73
Total Income 1886.44 2089.77 2297.94
Total Expenses 1785.23 2051.60 2201.31
Profit Gross 126.87 132.92 145.88
Net 101.21 38.17 96.63
Business per Branch 31.98 33.64 36.32
Business per Staff 6.12 7.66 9.01
SB linkage to SHGs 122 167 458.
Bank guarantee 2.76 4.65 7.12
Bank Lockers 8 15 18

(Source: Various Annual Report of Baroda U.P. Bank)

Conclusions: In conclusion, the problem of rural poverty and unemployment requires a
multi-pronged attack. It is good that one of the objectives of this bank is dedicated to
promoting rural development and alleviating rural poverty. But there is an urgent need to
examine issues and reorganize them in accordance with the following authorities concerned
and the policy makers. There is an urgent need for a revision of the RRBs Act 1976, need for
close relationship with Block Administrator and Branch Manager, need for staff. Loans are to
be granted to economically viable projects. Aids should be taken from other Gowt.
departments. There should be staff planning in RRB's languages, ability to deal with
illiterates, change in recruitment policy, provision of appropriate training facilities for

beneficiaries.
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