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ABSTRACT 

Banks plays an important role in the economic development of a country. Banks are 

growth-driver and the banking business is exposed to various risk, such as credit risk, liquidity 

risk, interest risk, market risk, operational risk and management risk. Apart From these risks the 

very important risk is loan recovery. The sound financial position of a bank depends upon the 

recovery of loans or its level of Non-performing assets (NPAs). Reduced NPAs generally gives 

the impression that banks have strengthened their credit appraisal processes over the years and 

growth in NPAs involves the necessity of provisions, which bring down the overall profitability 

of banks. The Indian banking sector is facing a serious problem of NPA. The magnitude of NPA 

is comparatively higher in public sectors banks. To improve the efficiency and profitability of 

banks the NPA need to be reduced and controlled. In this paper an attempt is made to analyze 

the external factors like ineffective debt recovery tribunal, business failure, economic slowdown, 

lack of demand, political pressures, government intervention in case of lending loans to priority 

sector etc. And internal factors like lack of credit appraisal system, managerial deficiency and lack 

of monitoring and follow up, use of inappropriate technology etc., which results in increase in 

Non-performing Asset s of public sector banks. This paper also explain what is the impact of 

Non-performing Assets on the working of public sector banks. The study is descriptive and 

analytical in nature. Various statistical tools like ratio analysis. Univariate analysis of variance, chi- 

square test, pie diagram, charts, table etc., to make the study more effective. 

Keywords: NPA, Banking Sector, Internal factor, External factor 

 

I. INTRODUCTION 

The main business of a banking company is to receive deposits and lend money. Receiving 

deposit involves no risk, since it is the banker who owes a duty to repay the deposit, whenever it is 

demanded. On the other hand, lending always involves much risk because there is no certainty of 

repayment. A banker shall be very cautious in lending, because he is not lending money out of his own 
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capital. A major portion of the money lent comes from the deposits received from the public. These 

deposits are mostly repayable on demand. 

 Hence, while lending money, a banker should follow a very cautious policy. The risk involved in 

lending business makes it very important as it involves making prominent decisions. Therefore while 

sanctioning credit the banker should appraise the project reasonably or else it leads to the non-repayment 

of loans and advances. Most of the banks today in India are facing the default risk wherein some part of 

the profit is reserved for covering the non-performing assets. An asset, including a leased asset, becomes 

non-performing when it ceases to generate income for the bank and is then termed as Non-performing 

Assets.  

 NPA is an important parameter in the analysis of financial performance of a bank as it results in 

higher provisioning requirements and thus decreasing margin. It affects liquidity and profitability, in 

addition to posing threat on quality of asset and survival of banks. It points out the credit risk of the 

banks. It emerged about 25 years ago in our banking sector, sending disappointing signals on the 

sustainability of affected banks. 

 At present, Public Sector Undertaking Banks (PSU) are facing more problems than Private 

Sector Banks (PRSB). A mounting level of NPAs in the banking sector can severely affect the economy in 

many ways. If NPAs are not properly managed, it can cause financial and economic degradation which in 

turn signals an adverse investment climate in a country. 

1.1 Definition of NPA 

RBI has defined NPA as, “a credit facility in respect of which the interest and or instalment of 

principal has remained „past due‟ for a specified period of time as stipulated by RBI”. 

Non-performing asset (NPA) is also defined as,” a loan or advance for which the principal or 

interest payment remained overdue for a period of 90 days.” 

1.2 Classification of NPA 

 Banks are required to classify NPAs further into three categories. They are as follows:- 

 Sub-standard Assets 

 Doubtful Assets 

 Loss assets. 

 Substandard assets 

Sub -Standard Assets are those assets, in which interest and installment remained as NPA for a 

period less than or equal to 12 months. 

  Doubtful assets 

Doubtful assets are those assets, would be classified as doubtful if it has remained in the 

substandard category for a period of 12 months. 

  Loss assets 

 As per RBI, “Loss asset is considered uncollectible and of such little value that its continuance as 

a bankable asset is not warranted, although there may be some salvage or recovery value.” 

1.3 Statement of the problem 

Inefficiency and performance of the banks are the key sources of efficiency and efficacy of 

countries financial system. Bank play a very important role in economic development of a country by 

contributing highest share to country‟s GDP, by generating the employment opportunities, formation of 

capital, development of trade and etc.  The biggest objective of the banking sector reforms in India has to 

increase the profitability and efficiency of the banks. 

But at the same time they are various external factors like ineffective debt recovery tribunal, 

business failure, economic slowdown, lack of demand, political pressures, government intervention in 

case of lending loans to priority sector etc. And various internal factors like lack of credit appraisal 
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system, managerial deficiency and lack of monitoring and follow up, use of inappropriate technology etc. 

results in increase in Non- Performing Assets of public sector banks. According to the CARE ratings, 

compare to the march 2015, growth in the NPA of public sector Banks by March 2017 was 143%. 

II. REVIEW OF LITERATURE 

        Dr.Mohammed Miyan (2016), ''a comparative statistical approach towards NPA's of public 

sector banks and private banks in India". In his article he used comparative approach towards NPA's 

of public sector banks and private sector banks, the study throw light on the different aspects, where the 

state bank of India, Punjab National Bank, HDFC, ICICI banks etc., and also explained how the bank 

provide an opportunity in balancing it's NPA to achieve the best performance. 

       Dr.Ujjwal M Misha, Jayanti R Pawakar (2013)," A study of NPA and its impact on banking 

sector". In his article he explained briefly what is the concept of Non-performing performing Assets, he 

had explained the NPA's of banks in a sector wise, and he also explained on the recovery of loans 

through various channels and also explained impact of NPA's on Indian Banking Sector. 

         B.Selvaraja (2016)," A study on management of NPA in priority sector reference to Indian 

Bank and public sector banks". In his article he explained regarding the study about the NPA in 

Indian bank, Tamilnadu, also focused on identifying the NPA under priority sector lending in Indian 

bank and compare with PSBs and gave appropriate suggestions to avoid future NPAs and to manage 

existing NPA's in Indian bank. 

         Prashanth K Reddy (2015), in his research paper “A comparative Study of Non-Performing 

Assets in India in the Global context similarities and dissimilarities, remedial measures” stressed 

the importance of a sound understanding of the macroeconomic variables and systemic issues pertaining 

to banks and the economy for solving the problem NPAs along with the criticality of a strong legal 

framework and legislative framework.  

 
           Dr. Sonia Narula & Monika Singla (2014) in their research paper “Empirical Study on    
Non-Performing Assets of Bank” found that Because of mismanagement in bank there is a positive 
relation between Total Advances, Net Profits and NPA of bank which is not good. Bank is unable to give 
loans to the new customers due to lack of funds which arises due to F NPA.  
 
2.1 Objectives of the study 

1. To analyze the internal and external factor which results in increase in Non-Performing Assets 

(NPA) of the Public Sector Banks. 

2. To know the current position of Non-Performing Assets (NPA) of the Public Sector Banks. 

3. To analyze the impact of NPA on the performance of Public Sector Banks and suggest the 

measures to overcome that problem. 

2.2 Significance of the study 

Commercial banks particularly public sector banks are the back bone of Indian banking Industry. 

A well-organized banking system  necessary for economic development of a country by contributing 

highest share i.e. 6.8% to country’s GDP in the financial year 2017-2018, by generating  more 

employment opportunities, formation of capital, development of trade and commerce, effective 

utilization of resources etc. 

Therefore, it is very significant to study the various internal and external factors which results in 

increase in NPA of Public Sector Banks, impact of NPA on the performance of Public Sector Bank. 
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2.3 Scope of the study 

 The study is confined only to analyze the internal as well as external factors which results in 

increase in NPA of public sector bank, to analyze the impact of increase in NPA in the 

performance public sector bank.  

 The study is limited only to the public sector bank  

 The data is collected from the banking officers of various public sector banks located in the area 

of Bangalore. 

 The study is based on both primary as well as secondary data 

2.4 Research design 

The research is designed by considering various attributes. They are ineffective recovery tribunal, 

business failure, delay in completing the project, natural calamities, lack of demand, change in government 

policies, government intervention, poor credit appraisal system, lack of monitoring and follow-up. For 

better understanding of the study these attributes are classified as dependent and independent variable. 

                                                        Table 1 

Independent variable Dependent variable 

Ineffective recovery tribunal Increase in NPA 

Business failure Increase in willful defaulters 

Government intervention Negative impact on national economy 

Poor credit appraisal system Reduction in profitability 

Natural calamities Poor performance of the Bank 

Lack of monitoring and follow-up Increase in interest rates of loans 

Change in government policy  

Lack of demand  

 

2.5 Hypothesis of the study 

Ho1: Ineffective recovery tribunal and business failure do not have an impact on increase in willful 

defaulter, which in turn results in increase in NPA. 

H11: Ineffective recovery tribunal and business failure have an impact on increase in willful defaulter, 

which in turn results in increase in NPA. 

H02: There is no significant relation between poor credit appraisal system and increase in NPA‟s public 

sector banks. 

H12: There is a significant relation between poor credit appraisal system and increase in NPA‟s public 

sector banks 

H03: There is no significant differences among the different type of NPA‟s of Public Sector Banks. 

H13: There is a significant differences among the different type of NPA‟s of Public Sector  

2.6 Sources of data collection 

The study has been carried out based on the collection of the relevant primary data and 

secondary data. 

 Primary data collection based on questionnaire method from the sample of 100 banking 

officers those who are working in the various public sector banks located in the area of Bangalore. 

  Secondary data collection was based on various sources such as published books, Articles 

published in different journals & newspapers, periodicals, conference paper, working paper and RBI 

Websites, etc. 
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III. RESEARCH METHODOLOGY 

 The research methodology used for the study is descriptive, Empherical and analytical in nature. 

Both primary and secondary data used for the smooth conduct of the study. 

3.1 Statistical tools used for data 

 The information collected was analyzed and presented in a logical way to arrive at a meaningful 

interpretation. This study used suitable Statistical tools such as mean, standard deviation, tables, 

Diagrams, graphs, percentages, one sample chi-square test are used to make presentation more effective. 

3.2 Limitations of the study 

 First major limitation are related to sampling where in about 5-10% of sampling error due to the 

sampling business and time business which reduce the validity of the results. 

 The study is limited due to the time. 

 The analysis of the study purely depends on information supplied by the respondents. 

 The study is restricted only to the public sector banks which are located in the area of Bangalore. 

3.3 Results and discussion 

Demographic profile of the respondents 

   Gender wise classification of respondents 

Table 2 

Table showing gender wise classification of respondents 

 

 

 

        Source: primary data 

3.4 Analysis and Interpretation 

From the table no.1.1 we can analyze that among the 100 banking respondents, 60 banking 

respondents are male and 40 banking respondents are female. 

Chart showing gender wise classification of respondents 

 

Inference 

From the chart no.1.1 we can infer that among 100 banking respondents, 60% of the banking 

respondents are male and 40% of the respondents are female. We can also infer that there is a dominance 

of male banking respondents in expressing their opinion towards impact of NPAs on the working of 

public sector banks. 

 

Gender Respondents Percentage 

Male 60 60% 

Female 40 40% 

Total 100 100% 
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3.5 Occupation wise classification of respondents 

                                                                            Table 3 

                       Table showing occupation wise classification of respondents 

 

 

 

 

                                              

                                          Source: primary data 

3.6 Analysis and Interpretation 

From the table no.1.2 we can analyze that among 100 banking respondents, 20 respondents are 

general manager, 25 respondents are divisional manager, 35 respondents are officer and 20 respondents 

are clerk. 

             Chart showing designation wise classification of respondents 

 

Inference  

From the chart no.1.2 we can infer that among the 100 banking respondents, 20% of the 

respondents are general manager, 25% respondents are divisional manager, 35%respondents are officer 

and 20%respondents are clerk. We can also infer that there is a dominance of officer and divisional 

manager in expressing their opinion towards impact of NPA on the working of public sector banks. 

Perception of banking officers regarding role played by the Government in controlling   Non –

Performing Assets of the public sector banks. 

 

 

Particulars Total Percentage 

General manager 20 20% 

Divisional 
manager 

25 25% 

Officer 35 35% 

Clerk 20 20% 

Total 100 100% 



A study on Non- Performing Assets and its impact on Public Sector Bank 

 
69 

 Emperor International Journal of Finance and Management Research 

Emperor International Journal of Finance and Management 

Research 

Analysis and Inference 

The above chart substantiate that Banking Officer have different opinion about the role played 

by the government in controlling the Non-Performing Assets of Public Sector Banks. In their response it 

is found that 42% of the respondents perceived that Government is playing poor role in 

controlling the Non-Performing Assets of Public Sector Banks, whereas only 24% of the 

respondents perceived that government is playing a good role. 

External factor which results in increase in NPA’s of Public sector banks 

  
      Source: primary data 

Analysis and Inference 

 92 respondents i.e. 92% agreed that there is a government intervention at the time of lending 

loans to priority sector, which indirectly results in increase in NPA‟s of Public Sector Banks 

 92 respondents i.e. 92% agreed that failure of a business, which indirectly results in increase in 

NPA‟s of Public Sector Banks. 

 86 respondents i.e. 86% agreed that change in government policies, which indirectly results in 

increase in NPA‟s of Public Sector Banks. 

 86 respondents i.e. 86% agreed that slowdown in economic condition, which indirectly results in 

increase in NPA‟s of Public Sector Banks. 

 84respondents i.e. 84% agreed that increase in willful defaulter, which indirectly results in 

increase in NPA‟s of Public Sector Banks. 

 86 respondents i.e. 86% agreed that ineffective debt recovery tribunal, which indirectly results in 

increase in NPA‟s of Public Sector Banks. 

3.7 Testing of Hypothesis 

Ho1: Ineffective recovery tribunal and business failure do not have an impact on increase in willful 

defaulter, which in turn results in increase in NPA. 

H11: Ineffective recovery tribunal and business failure have an impact on increase in willful defaulter, 

which in turn results in increase in NPA. 
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      Table 4 

 Analysis and inference 

This analysis shows that there have been significant increase in willful defaulter and Non- 

Performing Assets due to ineffective debt recovery tribunal and business failure. From the analysis we can 

infer that for every 100% changes in a willful defaulter there is 50% changes in ineffective debt 

recovery tribunal and business failure. 

As the significant value is 0.000, which is less than the critical value (0.005), therefore null 

hypothesis is rejected. Therefore Ineffective recovery tribunal and business failure have an impact 

on increase in willful defaulter, which in turn results in increase in NPA. 

Internal factor which results in increase in NPA’s of Public sector banks 

   

 Source: primary data 

 

 

 

 

Univariate analysis of variance 
Dependent Variable:   Increase in Willful defaulter 

Source 
Type III Sum of 

Squares 
df 

Mean 
Square 

F Sig. 

Corrected Model 22.352a 10 2.235 3.630 .000 
Intercept 49.098 1 49.098 79.728 .000 
Ineffective recovery tribunal 14.043 4 3.511 5.701 .000 
Business failure 2.332 4 .583 .947 .441 
Ineffective recovery tribunal * Business 
failure 

.671 2 .335 .544 .582 

Error 54.808 89 .616   
Total 394.000 100    
Corrected Total 77.160 99    

R Squared = .290 (Adjusted R Squared = .210) 
Source: SPSS software 
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Analysis and Inferences 

 92 respondents i.e. 92% agreed that defective lending process results in increase in NPA‟s public 

sector banks. 

 90 respondents i.e. 90% agreed that lack of monitoring and follow up in their day to day activity 

results in increase in NPA‟s public sector banks. 

 88 respondents i.e. 88% agreed that improper SWOT analysis results in increase in NPA‟s public 

sector banks. 

 86 respondents i.e. 86% agreed that usage of inappropriate technology in assessing the credit risk, 

results in increase in NPA‟s public sector banks. 

 86 respondents i.e. 86% agreed that poor credit appraisal system is assessing credit worthiness of 

borrower results in increase in NPA‟s public sector banks. 

Testing of Hypothesis  

 H02: There is no significant relation between poor credit appraisal system and increase in NPA‟s 

public sector banks. 

 H12: There is a significant relation between poor credit appraisal system and increase in NPA‟s 

public sector banks. 

       Table 5 

       

  

 

 

 

 

 

                                   

                                  Source: SPSS software 

Analysis and inferences 

On the five point scale the impact of Non-Performing Assets necessitated the researcher to 

capture the data accordingly. From the analysis we can infer that as the calculated value (0.566) which 

is greater than the table value (0.05).  

Therefore null hypothesis is rejected. We can conclude that there is a significant relation between 

poor credit appraisal system and increase in NPA‟s public sector banks. Perception of banking officer 

towards the impact of NPA on the    performance of public sector banks. 

       

 

 

 

 

 

Chi-Square Tests 

 Value df Asymp. Sig. 

 (2-sided) 

Pearson Chi-Square 2.949a 4 .566 

Likelihood Ratio 4.365 4 .359 

Linear-by-Linear 

Association 

.845 1 .358 

N of Valid Cases 100   

a. 6 cells (60.0%) have expected count less than 5. The minimum 

expected count is .80. 
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Table 6 

Table showing Perception of banking officer towards the impact of NPA on the performance of 

public sector banks 

 
partic particulars ulars  SA A N  DA   SDA  Total  Mean  

 
SD 

 

1 Reduction in profitability 
N 52 42 2 2 2 100 

1.60 .804 
% 52 42 2 2 2 100 

2 Reduction in lending capacity 
N 40 52 2 2 4 100 

1.78 .905 
% 40 52 2 2 4 100 

3 
Negative impact on economic 
growth 

N 36 46 14 2 2 100 
1.88 .868 

% 36 46 14 2 2 100 

4 
Mismanagement in assets and 
liability of bank 

N 44 46 6 2 2 100 
1.72 .830 

% 44 46 6 2 2 100 

5 Poor performance of the bank 
N 38 50 4 2 2 100 

1.74 0.799 
% 38 50 4 2 2 100 

6 Scarcity of funds 
N 34 46 16 2 2 100 

1.92 0.872 
% 34 46 16 2 2 100 

7 Shareholders loose the money 
N 48 44 4 2 2 100 

1.66 0.819 
% 48 44 4 2 2 100 

8 
Increase in the interest rates of 
the loan 

N 40 54 2 2 2 100 
1.72 0.78 

% 40 54 2 2 2 100 

Source: primary data 

Analysis and inferences 

 Among 100 respondents 52% of respondents and 42 % of respondents are strongly agreed and 

agreed that there is a reduction in profitability of the public sector bank due to increase in NPA.  

 Among 100 respondents 40% of respondents and 52 % of respondents are strongly agreed and 

agreed that there is a reduction in lending capacity of the public sector banks due to increase in 

NPA.  

 Among 100 respondents 36 % of respondents and 46 % of respondents are strongly agreed and 

agreed that there is a negative impact on economic growth due to increase in NPA.  

 Among 100 respondents 44% of respondents and 46 % of respondents are strongly agreed and 

agreed that there is a mismanagement in Assets and liabilities of the public sector banks due to 

increase in NPA.  

 Among 100 respondents 40 % of respondents and 54 % of respondents are strongly agreed and 

agreed that there is a increase in interest rate of loans due to increase in NPA.  

 Among 100 respondents 34% of respondents and 46 % of respondents are strongly agreed and 

agreed that there is a scarcity of funds in public sector banks due to increase in NPA.  

          Gross NPA Ratio of all the public sector banks from the year 2012-2017 

            Gross NPA      

                  Gross NPA Ratio =                                                           *100 

                                            Gross Advances 
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    Table 7 

Table showing Gross NPA Ratio of all public sector Banks from the year 2012-2017 

   

 

 

 

 

 
                                Source: RBI published reports from 2012-17 
Analysis and Interpretation 

From the table No 1.6 it can be analyze and interpret  that the gross NPA ratio in the year 2012 

is 2.2%, in the year2013 is 3.6% ,in the year2014 is 4.4% ,in the year 2015 is 5% ,in the year 2016 is 9.3% 

,and in the year 2017 is 11,7%.  

Inferences 

From the table no.1.6 we can infer that it shows an increasing trend in the NPA of public sector 

banks. It also indicate that bank had failed to make sufficient provisions against these years which is not 

satisfactory, management of bank has not taken enough care in granting advances and they are able to 

recover from defaulters. 

3.8 Ratio analysis of all types of NPA of Public Sector Banks 

Testing of Hypothesis  

H03: There is no significant differences among the different type of NPA‟s of Public Sector Banks. 

H13: There is a significant differences among the different type of NPA‟s of Public Sector Banks. 

a) Sub-standard asset ratio  

     Total sub-standard assets     

           Sub-standard asset Ratio =                                                *100 

                                               Gross NPA  

Table 8 

Table showing Sub-Standard assets Ratio of all public sector Banks from the year 2012-2017. 

  

 

 

 

  

  

                    Source: RBI published reports from 2012-2017  

     

year Gross NPA Gross advances 
Gross NPA ratio 

(In %) 

 
(in billion) (in Billions) 

 
2017 6847 58664 11.7 

2016 5400 58275 9.3 

2015 2785 56167 5 

2014 2273 52159 4.4 

2013 1645 45601 3.6 

2012 1173 39428 2.2 

Year Sub Standard asset Gross NPA Sub Standard assets ratio 

 
(in Billion) (In Billion) (In %) 

2017 1731 6847 3 

2016 2005 5400 3.4 

2015 1054 2785 1.9 

2014 958 2273 1.8 

2013 815 1645 1.8 

2012 623 1173 1.6 
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Analysis and Inferences  

From the table no.1.7, it is found that sub-standard asset ratio of public sector banks has been 

increasing from the past five Years i.e. from year 2012 to 2016.But in the year 2017 it is decreased by 

0.4% when compared to year 2016. 

The variations in the sub-standard assets ratio are caused by higher percentage of doubtful assets 

over sub-standard assets in the bank. The management should take necessary to reduce doubtful assets 

and loss assets and to increase the percentage of Sub-standard assets. 

b) Doubtful asset ratio  

       Total Doubtful assets 

           Doubtful asset Ratio =                                                *100 

                                               Gross NPA  

                     Table 9 

    Table showing Doubtful assets Ratio of all public sector Banks from the year 2012-2017. 

  

   

 

  

 

 

                          Source: RBI published report from 2012-2017 

Analysis and Inferences  

From the table no.1.8, it is found that doubtful assets ratio of public sector banks has been 

increasing from the past six Years i.e. from year 2012 to 2017. It shows an increasing trends in the 

percentage of doubtful assets of public sector banks. The management has not taken necessary steps to 

recover these assets. 

b) Loss asset ratio  

           Loss assets      

          Loss asset Ratio =                                                *100 

                                               Gross NPA  

 

 

 

 

 

 

Year Doubtful Asset Gross NPA Doubtful asset ratio 

 
(in Billion) (In Billion) (In %) 

2017 4904 6847 8.4 

2016 4232 5400 5.5 

2015 1630 2785 2.9 

2014 1216 2273 2.3 

2013 761 1645 1.7 

2012 490 1173 1.2 
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Table 10 

     Table showing Loss asset Ratio of all public sector Banks from the year 2012-2017. 

   

 

  

 

 

            Source: RBI published reports from2012-2017 

Analysis and inferences  

From the table no.1.9, it can be analyzed and interpreted that the loss asset ratio remains constant 

for the past four years i.e. from 2012 to 2014. From the year 2016 is showing an increasing trend. It 

indicate that management has not taken necessary steps to recover the loss assets of public sector banks. 

Analysis and interpretation of Hypothesis 

As the above studies shows that the ratio of sub-standard assets, doubtful assets and loss assets 

to the gross NPA of the public sector banks are differ in nature. Therefore null hypothesis is rejected. 

We can conclude that there is a significant differences among the different type of NPA’s of 

Public Sector Banks. 

List showing NPA of major public sector banks from the year 2013-2017 

Table 11 

Table showing NPA of major public sector banks from the year 2013-2017 (In millions) 

  

   

             Source: RBI reports from the year 2013 to 2017 

 

 

year Loss asset Gross NPA Loss asset ratio 

 
(in billion) (In Billion) (%) 

2017 213 6847 0.4 

2016 163 5400 0.3 

2015 100 2785 0.2 

2014 99 2273 0.2 

2013 68 1645 0.2 

2012 60 1173 0.2 

Name of the banks 2017 2016 2015 2014 2013 

SBI 1778106 1219686 735084 798165 627785 

Panjab national bank 342020 316378 130400 75702 62602 

Bank of India 520445 498791 221932 118686 87653 

Bank of Baroda 427187 405210 162615 118751 79826 

Central bank of India 272513 227209 118731 115000 84502 

Corporation bank 170452 145442 71067 47368 20482 

IDBI 447526 248751 126850 99602 64500 

Indian overseas bnak 350983 300486 149225 90205 66080 
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Analysis and inferences 

From the chart no.1.6 and the table no.1.10, it is found that the NPA of major public sector 

banks like State bank of India, Indian overseas bank, Panjab National bank, Bank of India, Bank of 

Baroda, Central Bank of India, Corporation Bank and IDBI have been increased rapidly from the past 5 

years. The management has not taken necessary steps to recover these assets. 

IV. FINDINGS OF THE STUDY 

 Among 100 banking respondents, 60% of the banking respondents are male and 40% of the 

respondents are female.  

 Among the 100 banking respondents, 20% of the respondents are general manager, 25% 

respondents are divisional manager, 35%respondents are officer and 20%respondents are clerk. 

 Among 42% of the respondents perceived that Government is playing poor role in controlling 

the Non-Performing Assets of Public Sector Banks, whereas only 24% of the respondents 

perceived that government is playing a good role. 

 92 respondents i.e. 92% agreed that there is a government intervention at the time of lending 

loans to priority sector, which indirectly results in increase in NPA‟s of Public Sector Banks 

 92 respondents i.e. 92% agreed that failure of a business, which indirectly results in increase in 

NPA‟s of Public Sector Banks. 

 86 respondents i.e. 86% agreed that change in government policies, which indirectly results in 

increase in NPA‟s of Public Sector Banks. 

 86 respondents i.e. 86% agreed that slowdown in economic condition, which indirectly results in 

increase in NPA‟s of Public Sector Banks. 

 92 respondents i.e. 92% agreed that defective lending process results in increase in NPA‟s public 

sector banks. 

 90 respondents i.e. 90% agreed that lack of monitoring and follow up in their day to day activity 

results in increase in NPA‟s public sector banks. 

 88 respondents i.e. 88% agreed that improper SWOT analysis results in increase in NPA‟s public 

sector banks. 

 86 respondents i.e. 86% agreed that usage of inappropriate technology in assessing the credit risk, 

results in increase in NPA‟s public sector banks. 

 Among 100 respondents 52% of respondents and 42 % of respondents are strongly agreed and 

agreed that there is a reduction in profitability of the public sector bank due to increase in NPA.  

 Among 100 respondents 40% of respondents and 52 % of respondents are strongly agreed and 

agreed that there is a reduction in lending capacity of the public sector banks due to increase in 

NPA.  

 Among 100 respondents 36 % of respondents and 46 % of respondents are strongly agreed and 

agreed that there is a negative impact on economic growth due to increase in NPA.  

 Among 100 respondents 44% of respondents and 46 % of respondents are strongly agreed and 

agreed that there is a mismanagement in Assets and liabilities of the public sector banks due to 

increase in NPA.  

 Among 100 respondents 40 % of respondents and 54 % of respondents are strongly agreed and 

agreed that there is an increase in interest rate of loans due to increase in NPA.  

 86 respondents i.e. 86% agreed that poor credit appraisal system is assessing credit worthiness of 

borrower results in increase in NPA‟s public sector banks. 
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V. CONCLUSION 

The bank seems to have an increasing trend of NPA in the last five years. The banks need be 

proactive in the selection clients and customers while sanctioning of loans. The operation of the bank is 

wide enough to cater to the needs of broad spectrum of the society and economy of the India at large. All 

the public sector banks should strictly follow all the norms, rules and regulations given by the RBI. Banks 

need to have better credit appraisal system so has to prevent NPA‟s from occurring. 

VI. SUGGESTIONS 

 The government should not interfere at the time of lending loans to priority sectors like 

agriculture, small scale enterprises etc. 

 The governments need to take serious action against willful defaulter. 

 It is advisable for Public sector bank to lend money only to those persons who have a good 

credit worthiness. 

 All the public sector banks should adopt proper credit risk analysis technique to overcome from 

all the varieties of NPA. 

 The government need to establish proper and effective debt recovery tribunal to have a control 

on NPA. 

 It is advisable for bank to adopt portfolio risk analysis technique to have a control on NPA. 

 The banks need to maintain arm-length price relationship at the time of lending the loans to bnak 

officials or his/her relatives. 

 The banker need to collect both formal as well as informal reports about the goodwill of the 

customer. 

 It is advisable to banker to monitor constantly the borrower in order to ensure that the 

sanctioned amount is utilized properly for the purpose for which it is sanctioned. 

 At the time of lending loans to various project, the banker need to consider return on investment 

on a proposal project.  
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