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The strncture of the Indian banking system that developed during the pre-independence period 
was without any purposive control and direction. There were no comprehensive banking laws except 
he Bank Charter Act. 1876 which regulated the three presidency bank and the Indian companies Act, 

~91 3 provided some safeguards against bank failures. In India the British Government started a central 
Bank called the Reserve Bank of lndia as a Private sector in 1935. After Independence, the new 
National Government nationalized it by passing the Reserve Bank of fndia Act in 1949 has some 
provisions to foster a sound and healthy banking system in India. To regulate the banking business the 
Act vested enormous powers of supervision and control in the hands of the reserve bank of India. 

Reserve Bank is the banker to the banks - commercial, co-operative and Regiona I Rural Banks. 
This relationship is established once the name of a bank is included in the second schedule to the 
Reserve Bank of India Act, 1934. Such banks, called the scheduled banks, are entitled to avai l of the 
facilities of refinance from the Reserve Bank. 

Bank of Baroda (BOB) was established on 20th July, 1908 in the princely state of Baroda by the 
great visionary, Sir Sayajirao Gaekwad Ill. BOB was amongst the first few banks to venture overseas 
by opening a branch at Mombassa in 1953. Today it has significant international presence with a 
network of 72 offices in 25 countries. Bank of Baroda has 100 years of glorious performance and an 
uninterrupted profit record, serving generation after generation around the globe. Bank of Baroda has 
5468 Branches including 107 overseas branches, 13 Zonal offices and 74 regional offices. 

REVIEW OF LITERATURE 
A large number of researchers have been studied to the issue of non-performing asset (NPA) in 

banking industry. A review of the relevant literature has been described as under: Non-performing 
Assets engender negative impact on banking stability and growth. Issue of NPA and its impact on 
erosion of profit and quality of asset was not seriously considered in Indian banking prior to 1991 . 
There are many reasons cited for the alarming level of NPA in Indian banking sector. Asset quality 
was not prime concern in Indian banking sector till 1991 , but was mainly focused on performance 
objectives such as opening wide networks/branches, development of rural areas, priority sector lending, 
higher employment generation, etc. The accounting treatment also failed to project the problem of 
NPA, as interest on loan accounts were accounted on accrual basis (Siraj K.K. and P. Sudarsanan 
Pillai, 2012). 

A Committee on Banking Sector Reforms known as Narasimham Committee was set up by RBI 
to study the problems faced by Indian banking sector and to suggest measures revitalize the sector. 
The committee identified NP A as a major threat and recommended prudential measures for income 
recognition, asset classification and provisioning requirements. These measures embarked on 
transformation of the Indian banking sector into a viable, competitive and vibrant sector. The 
committee recommended measures to improve "operational flexibility" and "functional autonomy" so 
as _to ~nhance "efficiency, productivity and profitability" (Chaudhary & Singh, 2012). 

· . . The Inain cause of mounting NPAs in public sector banks is malfunctioning of the banks. 
Narasunham Committee identified the NP As as one of the possible effects of malfunctioning of public 
sector banks (Ramu, N., 2009). It has been examined that the reason behind the falling revenues from 

·. traditional sources is 78% of the total NP As accounted in public sector banks (Bhavani Prasad, G · aod 
Veena; V.D., 2011). 
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19•n l h h ... 1, l~-cn ,Jh~en t'(i ~h.H tht.· current h.m~tnµ ~cenarw an<l_ the ~cd fvr tl.w! J}()li~} ;\~; · 
vpmc~ that ,.l m.npr c,\tkem ,lJdrc,-,cJ t)\ the t,.1nking ,cctor reform ts th~ ~m;)"qvf.:r ..-i-tr t ~f : ·· 
frll-llrn.=1.11 health ;,t h~1n\.., . l lw mtr,'llu..t,;lll df prurlcntial rn)rms 1

" hc~cr _ fin.a.ndat di~~Jine ·{: 
cn,unng thal thC" h,mk, .lf't• .,lert h' thC' fll..k profile of the Jr loan fl!}(tft>h(Yj f ~.P. I atwar 1 t mn. . ,, 

rhc Rt.,..~r'\ c B,mk \lt lnd1n h3, :ll,o ((mdu...:tc-d J ~tuc.1; to .i~""crtam the contnbuting fa~'QF} for tr~ 
htgh kvcl of NPA, in the banks cmcrmg ROO top ~P,\ acc-otiflt'I, in 33 1-~.,_mk..~ (R~Jl BuHetin. 1ul: i~1l n~ stud~ ha, f0und th.H the prop0rtion of problem loons in case of Indian ba~rng -~tot alv-raJ!i ~~ 
n:·ty hig.h. l11e proMc-m loans of these hanks. in fact. formed i 7 .9l per cenl c,1 then gn)SS- ad\·aac~ ~ 
on \.'farch 11 . I Qf,<9 nns proportion did not include 1he amounts fo<:keJ up in sH:k mdu .. '¥triai t.~, 
Hence. Lhe pr0.p<,rttPn of prnhlcm !(,ans indeed was higher. Ho~ ever. the NP>\.~ of lndiari B~nb 
dedtflt'd t(\ 1--: 44 per cent as on March 31. 199, after introductim1 t) f pn 1dcntial nor:ms.. l11 ca~ t.f 
m-any of the hanks. the decline in ratio o f S'PAs "~as mainly due to rropor1iPn.1tdy rnoch higher ri'Sit i,1 
ad,,ances ~nd a lo,, ·er level o f NP/\ s accretion aftt"r l9t? : . 

n 1e! .'.ltt~i) al&<1 revealed thal the nlJJnr fact<'f,, Ctmtr1buti ng t<, loans htx~oming XPAs ir-..-~h..,~ 
<l1,·crsi<m of fonds fo r cxparn;ion . divc"ific-:H,i'lfl. r,· ""-k;ni1.it1t·•n. ttndcrtaking ne w projects emd f~ 
hdpmg. .1!,.'4-X:iak concerns. 'I11is is roupkd t.i.u.h r~~"-tf'iH.Jf) trcn<l ond tlulurc to tnp funds u-1 ~ 
capital and debt market.!), business fai lure , Jlf1>d.t,t. m .. uk.duig. etc. )1 incfl1dent m~magerneat~ ~"Tai1oo.'i1 
tabou.r rcial.i~1s, inappropriate tc-chnolt,g~ lt.·duu,~ti p,ubkm.~. prndt1t:t ob--.olcsct-·nct', rece-ssit:in in~ 
power shorttige. price c~ ala tion. accident~. n .. Jiur.:i. t i.:◄ tLunitt\'.'"i, (iovcrnrncut policies hkc ch.a.ngrs i~ 
exdse duri£:-s. poHutinn control l~rdcr~. t·t-c t P .. 1n1I Khin11a. :o 12). 

OBJE·CTIVE OF THE STUDY 
Tl1es.e a re th e ,·;1ri.ous oNc:dh c~ of the study-
·• .1.0 ·-~·"'A1.. h'.->hjr~ rd ationship be_ "' l\lot..~n NP.A. profit and sotvenc;., ...... -.\- o _ 1-..- ~ 1,, • ra tio of BO B an<l comr:~rir;~ · them \\ it h those o f ntht'r pubhc .st-ct0r vru,~s. 

,
1
, "'!\'"' ... JJ-ffore-nt t, fX~ of retail loans off_ered bv Bank of Bs-.r(·, ,.,. • · o an« · _,,..,, · · , · ... A ~ ~-

.• . ·. ·' "'.· -~. ,. , tt1 "' 1vnPS of rcta i1 lom1S wh ic.:h have brought k a-st a ·' · ... • Io HJ.Cfllh} _ .c ,.:' ~ - - (. na mo~t p,cn:ent.agc..~ t1f ;{? \ ;,' th-e advance g:t\dl . . . . . • . ') 
, . . :~-.. anaJvsis (>f re-tail l<>ans NI· A • To pedotnl .:,,11.e \\ l ~ • • 
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S l-~ tl1 , study is limited to overall NPA data of last four years and Reta·,, 1 d 
The scope o c . , . . oans ata of 

. , . Study does not include NPA data and analysis of other segments like A . 1. 
1 , current yeat • , . - gncu turc 
~.;~ME, Large and medium and overseas. , 

RESEARCH METHODOLOGY 
l. Research Type: This study is mainly descript~ve in nature. In this study secondary data is 

collected and inferences are drawn from the available data. 

2. Data: ln this study ~ainly secondary data is used. Data is _collected from various secondary 

resources like magazmes, papers, annual reports , Books/ Art1cles/Blogs/Papers/other avai labl 

sources on internet and site~ of various banks and from website of RBI. In this study data 0} 

six years viz- 2011 to 2016 1s analysed. 

3. Statistical Methods: Here descriptive analysis is used in this study. 

4. Data Representation and Analysis 

Analysis of Gross NPA, Solvency Ratio and Net Profit of Public Banks 

■ Gross NPA ratio 9.5 

3.64 4.2 5 

ITT 2.98 2.34 

Fl n ~ ~ [7 
2011 2012 2013 2014 2015 2016 

Financial Year 

Figure 1: Year Wise Comparison of Gross NPA ratio of Public Sector Banks 

In Figure- I Aggregated and averaged data of 25 public sectors bank is analysed. Graph- I shows 

year wise Gross NP A ratio of all those public banks. NP A is getting increased from last 6 years. The 

process was gradual in the initial years while in 2015-2016 it has witnessed a sudden and sharp 

mcrease. 

56.31% 

29.81% 
33.97% 

18.04% 
23.65% 

~ 13.70% 
' 

2011 2012 2013 2014 2015 2016 

■ Solvency Ratio= Net NPA to Net worth 

Figure 2: Year Wise Data of Solvency Ratio of Public Sector Banks 
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.,, 

1n Figure-2 SolYency Ratio (Net NPA* l00/NET worth) is calculated and graph sh so!YencY ratio is also incre.a_.sinQ: in same way as that of NPA as discussed in Graph-\ lt . owhs 
1
~ 
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upward trend. ln the w ar 2011 solvency rano ,:vas 1 _,. 70 per cent that reached to 56 31 per c . ~ 
~ · 

· ent in 1L. 

year 20 l 6. 

Q~ Figure-3 shows that net profit is also declining in these years and has turned to huge \o . 
201 6. In the 2016 total losses were of ~ 17672 crores in aggregate in all the public banks. sses m Ana.lysis of Gross NPA, Net NPA, Solvency Ratio and Net profit of BOB 

50000 

40000 

30000 
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20000 

-NetNPA _ 10000 
-Net Profit 3 

0 

2013 -lCOOO 
&5395 .54 

......._ _____________ _ Fi_n_a_n_c~i•~l~Y-=e-=a~r _ _ _ _______ _ _ ____-/ 
Figure 4· Year w· _ . . _ _ · ise Analysis of NP A and Profit of BOB nd tllt rne given figure-4 shows the actual N 

f Baroda a \~ 
comparison with profit of 

4 1 
. et and Gross NP A amount of Bank O 

all tbe po~ 
banks in case of NP A 1 years.. t is observed that the same pattern as shown by d as ,vell- i 
patte_-. rn of increm~nt in' sNoPvAencY. rat10d, and net profit is visible in case of Bank of Barod\n t)leca~ B ~ ratio an solvency t· · h . . foutl 

ank 01 Baroda +.
00 

· 
1 

~ 
4 ra 10 wit declme m net profit was " m .a::st years. 
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Figure 5: Comparison of Gross NPA Ratio of Public Sector Banks (FY-2015) 
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Fi.gure 6: Comparison of Gross NPA Ratio of Public Sector Banks (FY-2016) 
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Figure 7:. Comparison- of Net NPA Ratio of Public Sector Ba nks lfY-.20 l 6i 
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. )'{ Figure 8: Comparison of Net '.'l'PA Ratio of Public Sector Banks (FY-2016) ·,-,r ·:__... These graphs show the position of Bank of Baroda in case of gross and net NPA ratio 'kili\¢ ::; ; 

comparing with other top 9 public sector banks. BOB is always seen on 2nd position (after SBT}acr~t ,, > all the public sector banks this was true in case of NPA ratio too i~ ~015. BO~ was having~ ? "~": 
lowest gross NPA ratio in 2015 (Figure-5) while lowest net NPA ratio m 2015 (Figure-7) but in 2016. ;., ·,:,. 
the in case of Gross NPA ratio, it went to 6th position from 2nd position (Figure-6) and for Net ~'r.U '\ /'· 
went to 4th position from 1st position(Figure-8) . 

::r · 
·_.'3 ·~e~ 

Figure-9 shows sector wise net NP A % in year 2015 and 2016, where in 2015, overseas sectC! ' - ~~ 
had the least Net NPA ratio and Agriculture had the highest Net NPA ratio but in 2016, Retaii secta / ,: 
had the least and Large and Medium sector had the highest Net NPA ratio. :, ·., ,---------------------------------------is ' . 

\ .' }t ~ 

6.07 

Agriculture 

■ Net NPA% FY15 ■ Net NPA% FY16 
i ,.' ,·! ~ 
. :. J - · 

8.34 
7.26 
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Retail MSME 
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""'~~ :f.'' ''~_t\ aso.,-t,'!' .··· .... J Large and Medium averse · -·· ' ,i,~:" 
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1·,J-.-';. 

l~{}:-

Figure 9: Sector Wi~e NPA for 201S and 2016 by BOB 
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Figure 10: Standard and NPA % to Advance Given 
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Figure-10 shmvs the different types of retail loan and for each type. the compos1t1on and 
segregation of NPA and the standard assets. Personal loan had highest NPA to loan ratio followed by 
doctor's loan and auto loan while there was no N PA in Ashray. LABOD and ODBOD. 

NPA is classified into 3 types of assets-Substandard, doubtful and loss so this graph shows 
segregation of such NPA into these assets for each type . Personal loan followed by education loan are 
having highest loss assets. 

10 
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Figur~ 12 shows representation of NPA according to the size of the loan given. Loans of more 
. than t 100000 had tht: highest NPA% followed by those of less than~ 25000 . 
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FINDINGS 
• Public sector banks especially Bansk of B~roda has extreme!~ increased NPA. SOher -. and declined profit in the year 2016 which is not good for ln~ian economy and for B~

1t·· 
• Bank of Baroda is losing its top position ~mong the top public sector banks in cont~\1 / which eventually can harm bank's reputation and market share. -
• From all the sectors, retail sector loans do no_t contribut_e th~ major portion of \P.~ .. Retail, Personal loan is the most NPA contributing type with highest loss assets. · 
• Loans of ~ I 0000000 and more and less than ~ .2 5000 are the most sensiti\e ·:·,·:· 

converting to NP A 

SUGGESTIONS 
• Advances provided by banks should go through proper pre-sanct1onmg e,ah.;ai:~- . selection of borrowers and post disbursement control and fol low ups required to ~: :.-: 

payment. 
• Public sector banks including BOB can use better and advanced technologies in the .-

procedure, starting from giY1ng loan to recovery of NPA. 
• Early diagnosis of non-payments should be done. 
• Industry \vise exposure limits should be set to diversify profile and minimize risk. 
• Account Tracking Centres should be set up to prevent accounts slipping into ~PA cat~(r: 
• A sys-iem of Tele-calling/personal contact/SMS alert/sending notices etc. should~:.~ 

aggressive followed on default of overdue instalments/irregular ity in accounts. 

CONCLUSIONS 
. . 

b·._, ,,l'1' NPAs reflect the overall perfonnance of the banks. The NPAs have ahvays been a 1= ,,\,: the banks in India. The Indian banking sector faced a serious problem of NP As. A high !;!i,d '\.:, 
suggests high probability of a large number of credit defaults that affect the profitabili:) ~nd

,~~: of banks. The ext.em of NP As has comparatively higher in public sc<:tors banks. 1 v unt!l~: . · emc1ency and profitability, the NJ>As have to be scheduled. Variotts st~ps have bt't:!1 
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O 
• I . l l . . bl \ , J the NP As. lt 1s ng 1 y nnposst e to 1ave zero percentaoe NPA 8 1 ~nt to t ~{luce . . tl . l d. o s. ut at least ~0vcntn c ld t ke care to ensure that 1ey give oans to ere 1tworthy customers - . . banks shou a . 111d1an • 

LIMITAT~ON . . 
f data anal)1sis in NP A is wide but due to content and time restriction 1 . The scope o . . on y retail 

• -1 -~ d overall NPA comparison 1s done. -ector s aovance an ::, 
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