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Abstract 
In India, the banking system is as old as early Vedic period. From the earliest starting point of 
20th century, it is called as LIFEBLOOD of exchange and trade. Banking Industry assumes an 
unmistakable job in the Indian Financial market. It is the greatest segment of giving cash (as 
credit) and likewise draws in the greater part of the sparing from the general population. The 
business banking area holds the significant offer of the absolute resources of the monetary 
middle people, which include business banks, urban co-usable banks, non – banking account 
associations, and hotel subsidize associations, The Banking part all in all has experienced 
generous Non-Performing Assets (NPAs) however the circumstance has improved over the time. 
New legitimate establishments like SARFAESI Act give new alternatives to banks in their battle 
against NPAs. The reception of BASAL III and Base rate framework anyway infers new 
difficulties for Indian banks just as controllers extra time. The Indian financial industry has 
turned out to be increasingly aggressive and less focused. The present examination centers 
around the different changes as for NPA the executives.  
Keywords: Indian Banking Sector, NPA, Basil III Accord, NPA Management 
 
Introduction 

Preference, including a leased asset, pushes toward getting to be non-performing when it stops to 
make pay for the bank. A NPA was described as a credit office in respect of which the interest or 
potentially segment of imperative has stayed 'past due' for a foreordained time span. The 
predefined period was diminished in an organized manner as under.  

Financial Year Closing 31st 
March 

Time Stamp 

Year 1993 4 Quarters 
Year 1994 3 Quarters 
Year 1995 2 Quarters 
Year 2004 Onwards 90 Days 

 
A sum due under any recognize office is treated as 'past due' when it has not been paid inside 30 
days from the due date. On account of the improvements in the portion and settlement systems, 
recovery climate, up gradation of development in the monetary structure etc., it was picked to 
dispose of 'past due' idea, with effect from 31 March 2001.  
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Types of NPA  
To clear up the examples of NPAs of Indian Banking part, cognizance of two sorts of NPAs is 
principal for instance Gross NPA and Net NPA.  
• Gross NPA: Gross NPAs are the entire of all credit assets that are named NPAs like as lacking, 
uncertain, and mishap assets as per RBI controls as on Balance Sheet date. Net NPA is advance 
which is seen as miserable, for which bank has made game plans, and these are up 'til now 
present in banks' books of record Gross NPA means the idea of the advances. It might be 
resolved with the help of following extent:  

𝐺𝑟𝑜𝑠𝑠 𝑁𝑃𝐴𝑠 𝑅𝑎𝑡𝑖𝑜 = 𝐺𝑟𝑜𝑠𝑠 𝑁𝑃𝐴𝑠/𝐺𝑟𝑜𝑠𝑠 𝐴𝑑𝑣𝑎𝑛𝑐𝑒𝑠 
• Net NPA: Net NPAs are the further eventual outcome of Gross NPAs in which the bank has 
deducted the plan with respect to NPAs. Net NPA suggests the genuine load of banks. Since in 
India, money related records of banks exhibits an enormous proportion of NPAs and the 
recovery technique and markdown of advances is exceptionally dreary, the banks need to make 
courses of action against the NPAs which are tremendous as demonstrated by the Central bank 
rules. That is the reason the refinement among gross and net NPA is exceptionally high. It might 
be controlled by following:  

𝑁𝑒𝑡 𝑁𝑃𝐴𝑠 = 𝐺𝑟𝑜𝑠𝑠 𝑁𝑃𝐴𝑠 – 𝑃𝑟𝑜𝑣𝑖𝑠𝑖𝑜𝑛𝑠/𝐺𝑟𝑜𝑠𝑠 𝐴𝑑𝑣𝑎𝑛𝑐𝑒𝑠 – 𝑃𝑟𝑜𝑣𝑖𝑠𝑖𝑜𝑛𝑠 

Historical Background of NPA Management of Indian Banking Sector:  

1991-92 was a standout amongst the most beneficial stages in India's banking history. The RBI 
(Report on cash and fund) partitions this stage into two sub stages: 1991-92 to 1997-98 and 
1997-98 and past. In the primary sub-stage, the need was felt for a lively and aggressive banking 
and budgetary division against the background of a parity of installments issue. The 
administration of India established a ground-breaking warning gathering on the budgetary 
framework under the chairmanship of Shri M Narasimham. Prevalently known as the 
"Narasimham Committee", it made wide extending suggestions that framed the premise of 
money related part changes. The way to deal with changes was guided by the 'Pancha Sutra' or 
five standards:  
(1) Cautions and sequenced change measures,  
(2) Introduction of fortifying standards,  
(3) Introduction of reciprocal changes crosswise over important areas – money related, monetary, 

outside and budgetary,  
(4) Development of budgetary organizations and  
(5) Development and integration of financial markets.  

A noteworthy feature of the principal sub stage was the improved productivity, intensity, capital 
position and resource nature of generally banks. In any case, banks likewise built up a hazard 
avoidance that converted into slower credit development, particularly to the agribusiness 
division.  
The early piece of the second sub – stage, 1997-98 onwards, saw a push towards prudential 
standards in accordance with universal accepted procedures. At this point new private area banks 
had likewise been permitted to work, which inferred that current banks needed to turn 
progressively aggressive. The drive towards improving credit conveyance and client 
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administrations, fortifying corporate administration rehearses and the urban co-employable 
financial area and advancing money related consideration, while taking fitting measures to 
empower banks to recuperate non-performing advances. Banks had the capacity to accomplish a 
sharp lessening in non-performing resources. The benefits quality improvement conveyed what 
needs be in better capital sufficiency. This stage has additionally been seeing expanding 
utilization of innovation by banks and clients moreover.  
To accelerate money related area changes, the administration of India set up an abnormal state 
board of trustees in 2007, under the chairmanship of Prof. Raghuram Rajan. The terms of 
reference of the board were as per the following:  
1. To distinguish the developing difficulties in gathering the financing needs of the economy in 

the coming decade and to recognize genuine division changes that would enable those should 
be all the more effectively met by the money related segment.  

2. To look at the execution of different fragments of the budgetary area and distinguish changes 
that will enable it to address the issues of the genuine segment.  

3. To recognize changes in the administrative and the supervisory framework that can all the 
more likely enable the budgetary segment to assume its job while guaranteeing the dangers 
are contained and  

4. To recognize changes in different regions of the economy, including the direct of money 
related and monetary arrangement and the task of the legitimate framework and the instructive 
framework that could enable the budgetary part to work all the more successfully.  

 
Literature Review 
 
P.K.Gupta, Ashima Jain (2009) clarifies the impact of worldwide money related emergency on 
the NPAs of Indian Banking Industry. The money related overabundances and the worldwide 
irregular characteristics have been in charge of worldwide emergency 2007-08. Cross 
examination of Banking in USA and India amid the worldwide emergency, Impact of worldwide 
emergency on Indian interest, send out, yield and work and government defensive measure 
against money related emergency.  
D. Subbarao (The Governor of RBI) conveyed discourse in 2009 which clarify the emergency 
the board the world over, how India reacts to emergency and what were the different difficulties 
before the money related arrangement of India. It clarifies what are the money related and 
monetary strategies of India to confront the worldwide budgetary emergency.  
Meera Sharma (2010) reviewed the bank disillusionment objectives segment to separate the 
powers given by the countries to their controllers to do objectives of failed banks among 148 
countries in the midst of 2003. She used 12 factors for relationship and backslide examination. 
Her examination revealed that the countries which had faced central crisis were progressively 
disposed to giving liquidation powers to their controllers. These countries would in general 
secure their controllers through immunity, rather than any legal movement. Major crisis did not 
basically affect the controllers' powers for the revamping of the banks.  
Rakhe (2010) considered the money related execution of outside banks in India amid the period 
2002-2008. He contrasted the remote banks and different sorts of Indian business banks. 
Thiagarajan, Somana devi, Ayyappan and Ramachandran (2011), completed an investigation to 
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anticipate the determinants of the credit hazard in the Indian business banking area by utilizing 
an econometric model by using a board information at bank level for 22 open division banks and 
15 private part banks. They have demonstrated that the slacked non-performing resources 
affected the current non-performing resources. There is a noteworthy backwards connection 
between the GDP and the credit chance for both open and private segment banks.  
Anupam Mehta (2012) - This examination presumes that the budgetary execution of UAE 
banking section has been influenced by overall crisis. The productivity of the UAE banks has 
been basically influenced by overall crisis especially the general benefits delivered for supreme 
assets. Like the banks wherever all through the world, the UAE's monetary fragment furthermore 
observed the fall in advantages. The lessened advantage is on a very basic level as a result of the 
diminished edges, slower advancement and creating NPA's.  
Chandan Chatterjee; Jeet Icelandic assembly of trade (2012) status report give data about 
sensational change happen because of breakdown of money related division in 2008. It gives 
better knowledge about the chain of occasions and current financial, business and political scene. 
This report isolates into three sections, initial segment educates us regarding the general 
verifiable foundation that prompted the breakdown and its quick impact. Second part center 
around the current financial status, third part gives data about the ongoing monetary 
improvements and arrangements embraced. Financial strife in the Iceland isn't disengaged; it is 
the repercussion impact of the US emergency. Government around the globe acquaints a few 
crisis measures with secure the monetary framework and salvage their banks. It additionally 
gives data about the result of the emergency and how economy is resuscitating from the 
emergency. 
Data Analysis 

Table 1: NPA of Public Sector Banks 

 

Period Year
GNPA 

Amount
NNPA 
Amount

GNPA 
Ratio

NNPA 
Ratio

2001 546.72 279.77 12.4 6.7
2002 564.73 279.58 11.1 5.8
2003 540.9 248.77 9.4 4.5
2004 515.37 193.35 7.8 3.1
2005 483.99 169.04 5.5 2.1
2006 413.58 145.66 3.6 1.3
2007 389.68 151.45 2.7 1.1
2008 404.52 178.36 2.2 1
2009 449.57 211.55 2 0.94
2010 599.26 293.75 2.2 1.1
2011 746.64 362.88 2.4 1.09
2012 1172.62 592.05 3.2 1.53
2013 1645 899.51 3.6 1.99
2014 2273 1303.61 4.4 2.53
2015 2785 1602.08 5 2.9

Pre 
Crisis 
Period

Crisis 
Period

Post 
Crisis 
Period

PUBLIC SECTOR BANKS (AMOUNT IN BILLION RS.)

Source: Department of Banking Supervision, RBI
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According to the table 2 above, Nonperforming resources kept on collecting. On March 31, 2002 
the aggregate of Gross NPAs in PSBs was Rs 564.73 billion that is 11.1 percent of gross 
advances and 4.9 of all out resources. After that the gross NPAs have demonstrated a declining 
pattern and came to dimension of Rs 389.68 billion toward the finish of March 2007. Yet, the 
pattern upturned after 2008 from where NPAs expanded essentially. NPAs expanded most in 
term of the years 2009 to 2012, as the gross NPAs expanded from Rs 449.57 billion of every 
2009 to Rs 1172.62 billion toward the finish of 2012 and further to Rs 2785 billion of every 
2014-15. The Table1 likewise demonstrates patterns of GNPAs and NNPAs proportion. Higher 
proportion implies rising terrible nature of benefits. The gross NPAs proportion of PSBs put at 
12.4 percent at end March 2001 declined step by step to 2 percent at end March 2009. Of course 
it begins rising bit by bit achieves 5.0% in 2015 .In the time of 15 years GNPA proportion show 
recurrent pattern.  

Figure 1: GNPA and NNPA Amount of Public Sector Bank (Amount in Billion Rupees) 

 

In the year 2013-14, the gross NPAs of Public Sector Banks expanded by very nearly multiple 
times from March 2010 (Rs.599.26 billion) to March 2015 (Rs.2785 billion). Essentially Net 
NPA show diminishing pattern from 2001 (with the measure of Rs 279.77 billion) to 2006 
(Rs145.66 billion) however it begin rising and reaches to Rs1303.61 billion which is nearly 
approx. multiple times different of 2006.  
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Table 2: Trends of NPAs of Public Sector Banks 

 
 

In the Pre-emergency period (2001 - 2006), NNPA of Public Sector Banks were declined. PSB 
recorded 6.7% in 2001 to 1.3% in 2006. Amid the Crisis time frame, NNPA proportion of PSB 
moves the other way from 2007 to 2009, NNPA proportion of PSBs declined from 1.1% to 
0.94%., from there on in 2010 NNPA of PSBs expanded. In 2007 PSB recorded NNPA 
proportion of 1.1, trailed by PSB – 1.0 in 2008, 0.94-PSB in 2009 and this was the greatest hole 
between these two proportion. The circumstance continue as before in the post emergency period 
likewise, PSB NNPA proportion were expanded from the year 2011(1.09%) to 2.9% in 2015.  

Trend Analysis of Public Sector Bank NPAs in the Crisis Period 

Regression Statistics 
Multiple R 0.09811 
R Square 0.00962 
Standard Error 0.09622 
Observations 4 

 

 Coefficients Std. Error t Stat P-Value 
Intercept 13.086 86.4355 0.1513 0.8935 

X Variable 1 (β) -0.006 0.0430 -0.1394 0.9018 
 

 
 
 

Period Year PSB
2001 6.7
2002 5.8
2003 4.5
2004 3.1
2005 2.1
2006 1.3
2007 1.1
2008 1
2009 0.94
2010 1.1
2011 1.09
2012 1.53
2013 1.99
2014 2.53
2015 2.9

Source: Department of Banking Supervision, RBI

Post Crisis 
Period

Pre Crisis 
Period

Crisis Period
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Figure 2: Trend Analysis of PSB NPA in Crisis Period 

 

Interpretation: The pattern line of NPA w.r.t. time is Y= 13.086-0.006X where - 0.006 signifies 
the rate at which Y (NPA) is evolving w.r.t. X (time). The relapse table propose that both capture 
(13.086) and incline (- 0.006) is unimportant to foresee the fluctuation in Y w.r.t. X, at the same 
time the R2 (changeability clarified) is 0.009 demonstrates the clarified fluctuation is extremely 
low. Presently since p-estimation of incline is 0.90189 which is more prominent than the 
dimension of importance 0.05, thus we acknowledge invalid speculation H0: β=0 and it is 
reasoned that slant is irrelevant effect to foresee of NPA. 
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