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Abstract: 

Regional Rural Banks (RRBs) dominate the low-income clients sector in the formal rural 

financial sector. There is a perceived tension between their coverage of poor clients and 

financial viability. Post-reform, RRBs, earlier incurring substantial losses, have turned 

around to play crucial role in financial inclusion. Regional rural Banks plays a vital role in 

the agriculture and rural development of Andhra Pradesh. The RRBs have more reached to 

the rural area of Andhra Pradesh, through their huge network. The success of rural credit in 

Andhra Pradesh is largely depends on their financial strength. RRBs are key financing 

institution at the rural level which shoulders responsibility of meeting credit needs of 

different types of agriculture credit in rural areas. At present, most of the regional rural 

banks are facing the problems of overdue, recovery, non-performing assets and other 

problems. In Andhra Pradesh three RRBs are functioning. The study is based on secondary 

data collected form annual reports of NABARD, RBI and RRBs. This Paper deals with mainly 

overview of Indian Banking system and also its classification of banks.  
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INTRODUCTION 

Regional Rural Banks (RRBs) also known as Gramin banks, are Indian scheduled banks 

(Government banks) operating at regional level in different States of India. They have been 

created with a view of serving primarily the rural areas of India with basic banking 

and financial services. However, RRBs may have branches set up for urban operations and 

their area of operation may include urban areas too. 

Objectives of the study: 

1. An overview of Indian Banking system 

2. To identify various classification of banks  

3. To know the Regional Rural Banks in Andhra Pradesh 

 

Research Methodology: 

This study is descriptive in nature. The study is based on secondary data which has 

been taken from case studies, books, journals, newspapers and online databases and 

websites  

 

OVER VIEW OF BANKING SYSTEM IN INDIA 

A Bank is simply a financial institution which carries out deposit and lending 

activities at large. Banking Sector in India is broadly classified as Scheduled 

commercial, differential banks and Co-operative Banks. Public sector banks (PSBs), 

Private Sector Banks and Foreign Banks come within the category of scheduled 

commercial banks. While Payments Banks, Small finance banks, Local Area Banks 

& Regional Rural Banksare classified as differential banks. Co-operative Banks have 

their internal classification, ranging from State Co-operative Banks at the state level, 

District Central Co-operative Banks at the district level, Urban C0-operative Banks for 

urban areas & Primary Agriculture Credit Societies at the village level. Let’s go through 

them one by one to take an overview of the Indian banking sector: 

Reserve Bank of India 

In India, RBI is the central banking authority which is also called the mint street. It was 

established in 1935 as per the RBI Act 1934 under the recommendations of the Hilton 

Young Commission. Initially, it was a private bank with very less shareholding with the 

https://en.wikipedia.org/wiki/India
https://en.wikipedia.org/wiki/Financial_services
http://basiceconomics.in/2018/09/payments-banks/
http://basiceconomics.in/2018/09/small-finance-banks/
http://basiceconomics.in/2018/10/detailed-overview-of-regional-rural-banks/
http://basiceconomics.in/2018/11/cooperative-banks-in-india/
http://basiceconomics.in/2018/08/functions-of-rbi/
http://basiceconomics.in/2018/08/functions-of-rbi/
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government. But later in 1949, it was nationalised and enormous powers were given to it 

under the Banking Regulation Act, 1949. It carries out various functions e.g. acts as 

bankers banks, decide monetary policy, prints money, acts as forex regulator and so on. 

Read function in detail at RBI functions. 

Public Sector Banks 

A bank is called Public Sector Bank if more than 50 per cent shareholding is with the 

government. Currently, there are 21 Public Sector Banks in India including IDBI. 

Fourteen banks were nationalised in 1969 while six other were nationalised in 1980. 

Let’s take an overview with exams point of view: 

Payments Bank 

Payments Banks are set up to increase financial inclusion further by providing small 

saving accounts and remittance services to migrant labour workforce, low-income 

households, small businesses, other unorganised sectors and to other users. RBI has 

issued licences to start payment banks after the recommendations of Dr NachiketMor 

committee of RBI. Payments banks can accept deposits of up to 1 lakh rupees and are 

not eligible to issue credit cards and carry out lending activities. 

Small Finance Banks 

The External Advisory Committee for evaluating Applications of Small Finance 

Bankswas headed by UshaThorat. Small finance banks provide basic banking services 

of taking the deposit from the public and forwarding loans. These banks were set up with 

a motive to improve financial inclusion and to provide banking services to sectors which 

are not served by other banks like small and marginal farmers, small business firms, 

micro and small industries and unorganised sector. 

Currently, ten small finance banks are operating in the country. Out of which Capital 

Local Area Bank was the first to start operations while Jana small finance bank is the 

latest one to start operating as a small finance bank. Let’s take a look at them: 

To read about Regional Rural banks in detail read our post “Detailed overview of 

Regional Rural Banks“. 

Cooperative Banks 

The Structure of the Cooperative Banks in India can be broadly classified into two 

types i.e. Urban Cooperative Banks and Rural Cooperative Banks. Urban 

http://basiceconomics.in/2018/08/monetary-policy/
http://basiceconomics.in/2018/08/functions-of-rbi/
http://basiceconomics.in/2018/09/payments-banks/
http://basiceconomics.in/2018/08/functions-of-rbi/
http://basiceconomics.in/2018/08/functions-of-rbi/
http://basiceconomics.in/2018/08/functions-of-rbi/
http://basiceconomics.in/2018/09/small-finance-banks/
http://basiceconomics.in/2018/09/small-finance-banks/
http://basiceconomics.in/2018/10/detailed-overview-of-regional-rural-banks/
http://basiceconomics.in/2018/10/detailed-overview-of-regional-rural-banks/
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Cooperative Banks caters to the financial needs of the customers in the urban and semi-

urban areas. While the Rural Cooperative Banks are primarily mandated to ensure the 

credit flow to the agriculture sector in the rural areas.  

CLASSFICATION OF BANKS 

The banking industry handles finances in a country including cash and credit. Banks are the 

institutional bodies that accept deposits and grant credit to the entities and play a major role 

in maintaining the economic stature of a country. Given their importance in the economy, 

banks are kept under strict regulation in most of the countries. In India, the Reserve Bank of 

India (RBI) is the apex banking institution that regulates the monetary policy in the country. 

Classification of Banks in India 

Banks are classified into scheduled and non-scheduled banks. Scheduled banks can further be 

classified into commercial banks and cooperative banks. Commercial Banks can be further 

classified into public sector banks, private sector banks, foreign banks and Regional Rural 

Banks (RRB). On the other hand, cooperative banks are classified into urban and rural. Apart 

from these, a fairly new addition to the structure is payments bank. 

 Scheduled Banks 

Schedules banks are covered under the 2nd Schedule of the Reserve Bank of India Act, 1934. 

A bank that has a paid-up capital of Rs. 5 Lakh and above qualifies for the schedule bank 

category. These banks are eligible to take loans from RBI at bank rate. 

Commercial Banks 

Commercial Banks are regulated under the Banking Regulation Act, 1949 and their business 

model is designed to make profit. Their primary function is to accept deposits and grant loans 

to the general public, corporates and government. Commercial banks can be divided into- 

Public Sector Banks 

These are the nationalised banks and account for more than 75 per cent of the total banking 

business in the country. Majority of stakes in these banks are held by the government. In 

terms of volume, SBI is the largest public sector bank in India and after its merger with its 5 

associate banks (as on 1
st
 April 2017) it has got a position among the top 50 banks of the 

world. 

 

 

https://www.paisabazaar.com/banking/#1549541040149-c8125259-2332
https://www.paisabazaar.com/banking/#1549541040149-c8125259-2332
https://www.paisabazaar.com/banking/#1549541040170-48e6e8a3-778f
https://www.paisabazaar.com/banking/#1549541040170-48e6e8a3-778f
https://www.paisabazaar.com/banking/#1549541140451-dd6013d9-c10c
https://www.paisabazaar.com/banking/#1549541140451-dd6013d9-c10c
https://www.paisabazaar.com/banking/#1549541140484-89448e47-4463
https://www.paisabazaar.com/banking/#1549541140484-89448e47-4463
https://www.paisabazaar.com/banking/#1549541495288-89372d07-a200
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Private Sector Banks 

These include banks in which major stake or equity is held by private shareholders. All the 

banking rules and regulations laid down by the RBI will be applicable on private sector banks 

as well. Given below is the list of private-sector banks in India- 

Foreign Banks 

A foreign bank is one that has its headquarters in a foreign country but operates in India as a 

private entity. These banks are under the obligation to follow the regulations of its home 

country as well as the country in which they are operating. Citi Bank, Standard Chartered 

Bank and HSBC are some leading foreign banks in India. 

Regional Rural Banks 

These are also scheduled commercial banks but they are established with the main objective 

of providing credit to weaker sections of the society like agricultural labourers, marginal 

farmers and small enterprises. They usually operate at regional levels in different states of 

India and may have branches in selected urban areas as well. Other important functions 

carried out by RRBs include- 

 Providing banking and financial services to rural and semi-urban areas 

 Government operations like disbursement of wages of MGNREGA workers, 

distribution of pensions, etc. 

 Para-Banking facilities like debit cards, credit cards and locker facilities 

Small Finance Banks 

This is a niche banking segment in the country and is aimed to provide financial inclusion to 

sections of the society that are not served by other banks. The main customers of small 

finance banks include micro industries, small and marginal farmers, unorganized sector 

entities and small business units. These are licensed under Section 22 of the Banking 

Regulation Act, 1949 and are governed by the provisions of RBI Act, 1934 and FEMA. 

Co-operative Banks 

Co-operative banks are registered under the Cooperative Societies Act, 1912 and they are run 

by an elected managing committee. These work on no-profit no-loss basis and mainly serve 

entrepreneurs, small businesses, industries and self-employment in urban areas. In rural areas, 

they mainly finance agriculture-based activities like farming, livestock and hatcheries. 

 

https://www.paisabazaar.com/banking/#1549541541416-4ceea17f-1b90
https://www.paisabazaar.com/banking/#1549541541416-4ceea17f-1b90
https://www.paisabazaar.com/banking/#1549541590179-675a6697-b530
https://www.paisabazaar.com/banking/#1549541590179-675a6697-b530
https://www.paisabazaar.com/banking/#1549541656353-783620b4-6178
https://www.paisabazaar.com/banking/#1549541656353-783620b4-6178
https://www.paisabazaar.com/banking/#1549541693393-db028029-817b
https://www.paisabazaar.com/banking/#1549541693393-db028029-817b
https://www.paisabazaar.com/banking/#1549541728273-83a1e33e-61a0
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Payments Bank 

This is a relatively new model of bank in the Indian Banking industry. It was conceptualised 

by RBI and is allowed to accept a restricted deposit. The amount is currently limited to Rs. 1 

Lakh per customer. They also offer services like ATM cards, debit cards, net-banking and 

mobile-banking. 

ROLE OF BANKING SECTOR IN RURAL INDIA: 

In this current scenario there are many rural areas where the people does not know about the 

schemes launched by the government of India. Banking sector is the best deliver channel to 

make the awareness of schemes to the educated and uneducated people in the rural area. In 

rural area 41% of the people having the normal saving account,  who does not even know the 

technology developed in the banking sector through mobile banking, ATM, credit card loan 

facilities, net banking etc. Only 20% of the people in India have the knowledge about the 

technology development in banks.The greatest impact made by the banking sector in rural 

India are as follows. 

 Wealth to farmers. 

 Wealth to education system. 

 Wealth to business people. 

 Retail banking. 

WEALTH  TO FARMERS: 

Bank announces various schemes to farmers to develop their financial status and economic 

growth of India in rural area. Bank provides the loan amount with low interest to develop the 

agriculture sector through farmers. In each and every bank they have the agricultural officers 

to guide the farmers regarding loan facilities and  schemes provided by the bank. 

WEALTH  TO EDUCATION: 

Educational loan provided by the bank make the fantastic impact on low level and middle 

level people’s children education. By this loan rural area people can give the good education 

level to their children. Education is one of the main development of the rural area made by 

the banking sector. 
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WEALTH TO THE BUSINESS: 

Mundra Bank is one of the crucial steps taken towards the development in the banking sector. 

Mundra bank is  specially  devoted for the micro units/small level business people. It gives 

loan to start and develop the business level for low and medium level people. PRADHAN 

MATRI MUNDRA YOJANA scheme is used to develop all micro units business 

development. 

The schemes provided by Mundra Bank are 

 Shishu covers loan amount upto 50000. 

 Kishor covers loan amount upto 50000-5lakhs. 

 Tarun covers loan amount upto 5lajh-10lakh. 

Mundra bank makes the milestone to the small level enterprises to enlarge their business 

activities. 

RETAIL BANKING: 

Retail banking which is known as consumer banking provides the services to  individual 

consumers rather than companies. Through retail banking ATM, Saving Account, Debit and 

Credit card, Personal Loan, Home Loan etc are rural area people have access to the banking 

sector. 

REGIONAL RURAL BANKS IN ANDHRA PRADESH 

The Central government has been contemplating to merge all the existing Regional Rural 

Banks (RRBs) in the state into one entity as ‘Andhra Pradesh Grameena Bank’ (APGB) to 

minimise their overhead expenses and increasing their presence in rural areas.The Centre in 

consultation with the National Bank for Agriculture and Rural Development (NABARD) has 

approved a road map for merger of RRBs throughout the country. In Andhra Pradesh, there 

are four RRBs, namely, Chaitanya Godavari Grameena Bank (CGGB), Sapthagiri Grameena 

Bank (SGB),The Syndicate Bank has come forward to be sponsor of the proposed APGB. 

The Indian Bank too keen on sponsoring the proposed APGB.  Speaking to The Hans India 

here on Tuesday, a leader of the AP Grameena Bank Officers’ Association said that the RRBs 



 
 

569 | P a g e  
 

can achieve higher productivity, robust financial health, improved financial inclusion and 

greater credit flow into rural areas with the merger.  

APGB 

 Andhra Pragathi Grameena Bank came into existence from 01.06.2006 by amalgamating 

Rayalaseema Grameena Bank, Sri Anantha Grameena Bank and Pinakini Grameena Bank 

consequent upon the Government of India Notification dt.01.06.2006. The Bank is 

constituted under Regional Rural Banks Act 1976. The Bank is having its Head Office at 

KADAPA with a jurisdiction of 5 districts namely Anantapur, Y. S. R (Kadapa), 

Rajampeta,Kurnool,  Nellore and Prakasam. The Bank is having 8 Regional offices with its 

Head quarters at 5 district Head Quarters, Kadiri of Anantapur district and in Nandyal of 

Kurnool district. The Bank is providing banking services with its 540 branches  as on 

30.09.2017. The Bank is catering to the needs of Rural Poor mainly and to all other sectors 

also. The Bank has been playing a pivotal role in economic development of its operational 

area by outreaching the people in the countryside. The Bank earned Net profit of Rs.173.88 

Crore as on 31.03.2017 and stood first among all RRBs sponsored by Syndicate Bank and all 

RRBs in the Andhra Pradesh State in respect of networth Rs. 1738 Croreason 31.03.2017. 

The entire area of operation of the Bank, which is mostly in Rayalaseema region, is 

characterized by drought and backwardness. About 75% of the population in the area lives in 

countryside. The soils are mostly black and red, about 75% of the area is rain fed and farmers 

depend on rain fed crops and Irrigation sources viz., canals, tanks, bore wells etc., the major 

crops grown are paddy, cotton (hybrid), chilies, vegetables, horticulture crops like banana, 

papaya, sweet orange, mango etc., and under rain fed conditions the major crops grown are 

ground nut, jowar, Bengal gram, sun-flower, coriander, tobacco, etc. The area is rich in 

minerals viz., barites, limestone, granite, black and colour slabs, slates etc 

The important rivers flowing through the Bank's area of operation are Krishna, 

Tungabhadra, Hundri, Pennar, Kundu, Papagni, Chitravathi, Sagileru, Pincha, Cheyyeru, 

Swarnamukhi, Paleru, Pillaperu and Gundlakamma . The Bank has received Best Technology 

execellance award from IDRBT and NPCI exellance award for AEPS during 2017. The Bank 

has also received SKOTCH award for finacialinclusio in 2017.  
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The paid up capital of the Bank is Rs.300 lakh, contributed by the Govt. Of India, 

Sponsor Bank (Syndicate Bank) and the Government of Andhra Pradesh in the ratio of 

50:35:15 respectively. As a part of restructuring process of RRBs, an additional share capital 

(in the form of share capital deposit) of Rs.3934.26 lakh was infused by the shareholders in 

the ratio mentioned above 

SAPTAGIRI GRAMEENA BANK 

Saptagiri Grameena Bank is a direct effort from the renowned Indian Bank and 

Government of India which was started in 2006 with the vision of providing banking access 

to people living in remote rural areas of Andra Pradesh. The Bank has a ready staff available 

to provide assistant to the people regarding account opening, cash withdrawal, explaining 

applications of ATM, loan application and investment. Saptagiri Grameena Bank has rapidly 

grown in the past 9 years and has now over 170 branches catering to the needs of the rural 

population. 

CHAITANYA GODAVARI GRAMEENA BANK 

Government of  India, Ministry of Finance has announced the  amalgamation of Chaitanya 

Grameena Bank and Godavari Grameena Bank sponsored by  Andhra Bank into a single 

Regional Rural Bank with its Head Office at  Guntur, Andhra Pradesh, vide Notification 

bearing F.No 1/26/2005-RRB,Dated  01.03.2006.          

The Chaitanya Godavari Grameena  Bank has emerged as a new entity effctive from 

01.03.2006. The Head Office of the  new Bank is situated at Guntur, Andhra  Pradesh.          

 

Findings: 

1. Rural Banks Play vital role in India system .Because of It is most focus on Primary 

sector i.e. Agriculture sector and ruled by Nabard Bank. 

2. Banks are classified into scheduled and non-scheduled banks. Scheduled banks can 

further be classified into commercial banks and cooperativebanks. Commercial 

Banks can be further classified into public sector banks, private sector banks, foreign 

banks and Regional Rural Banks (RRB). 
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3. Rural Banks is also called Grameen Banks .In Andhra Pradesh have 3rural banks one 

is Andhra Pragathi Grameena bank its head quarter is Kadapa , Saptagiri Grameena 

bank and its head quarter is Chittor , Chaitanya Godavari Bank and its headquarter is 

Guntur. 

SUGGESTION: 

 Rural Banks play vital roles in major sector i.e. primary sector (agriculture).
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