VoLUME No. 3 (2012), I ssue No. 10 (OCTOBER) | SSN 0976-2183

INTERNATIONAL JOURNAL OF RESEARCH IN
COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories
Indexed & Listed at:
Ulrich's Periodicals Directory ©, ProQuest, U.S.A., EBSCO Publishing, U.SA:, Cabell's Directories of Publishing Opportunities, U:S.Al
as well as inOpen J-Gage, India [link of the same is duly available at Inflibnet of University Grants Commission (U.G.C.)j
Registered & Listed at: Index Copernicus Publishers Panel, Poland & number of libraries all around the world.
Circulated all over the world & Google has verified that scholars of more than 1667 Cities in 145 countries/territories are visiting our journal on regular basis.
Ground Floor, Building No. 1041-C-1, Devi Bhawan Bazar, JAGADHRI — 135 003, Yamunanagar, Haryana, INDIA

WWW.ijrcm.org.in



VoLUME No. 3(2012), I ssue No. 10 (OCTOBER)

| SSN 0976-2183

CONTENTS

S TITLE & NAME OF THE AUTHOR (S) Page

1. | ANINQUIRY INTO THE PRODUCTIVITY OF INDIAN PHARMACEUTICAL INDUSTRY: APPLICATION OF DATA ENVELOPMENT ANALYSIS 1
UMANG GUPTA & ROHIT KAPOOR

2. | GLOBALIZATION AND GROWTH OF INDIAN LIFE INSURANCE INDUSTRY 7
SUSHIL KUMAR, NIRAJ MISHRA & SEEMA VARSHNEY

3. | ASSESSMENT OF THE LEVEL AND FACTORS INFLUENCING ADMITTED CUSTOMERS’ SATISFACTION WITH HEALTH CARE SERVICE IN UNIVERSITY | 10
OF GONDAR TEACHING HOSPITAL, NORTH WEST ETHIOPIA
DIGISIE MEQUANINT & DR. ASSEGID DEMISIE

4. |STOCK MARKET CRISIS AND VALUE RELEVANCE OF ACCOUNTING INFORMATION: IMPACT ON QUOTED CEMENT MANUFACTURING FIRMS IN| 16
NIGERIA
SAMAILA THOMPSON & ABUH ADAH

5. | SERVANT LEADERSHIP: A NEW PARADIGM OF LEADERSHIP IN BANGLADESH 20
MD. SAJIAD HOSSAIN & ULLAH S M EBRAHIM

6. | PERFROMANCE ANALYSIS OF INTERNALLY GENERATED REVENUE MOBILISATION IN ABURA-ASEBU-KWAMANKESE DISTRICT ASSEMBLY, GHANA | 26
CHRISTOPHER DICK-SAGOE

7. | AN EMPIRICAL STUDY OF ENVIRONMENTAL CONSTRAINTS FACED BY PUBLIC PRIVATE PARTNERSHIP (PPP) IN INDIA WITH SPECIAL REFERENCE | 32
TO UTTAR PRADESH
DR. ZEESHAN AMIR & ANIS UR REHMAN

8. | PERFORMANCE OF INDIAN BANK WITH REFERENCE TO NON PERFORMING ASSETS — AN OVERVIEW 38
B. SELVARAJAN, DR. G. VADIVALAGAN & DR. M. CHANDRASEKAR

9. |RELATIONSHIP BETWEEN CUSTOMER SATISFACTION AND LOYALTY AMONG PASSENGER CAR USERS (AN EMPIRICAL STUDY CONDUCTED IN| 47
BANGALORE CITY AMONG SMALL PASSENGER CAR USERS)
SRI.R.SRIVATS & DR. R. K. GOPAL

10. | INFLUENCE OF QUALITY CIRCLES ON ORGANISATIONAL PERFORMANCE: AN EMPIRICAL STUDY 53
DR. D. S. CHAUBEY, RANI RAMASWAMY & NIDHI MAITHEL

11. | PERFORMANCE OF TAX SAVING FUNDS OF SELECTED ASSET MANAGEMENT COMPANIES: A COMPARATIVE ANALYSIS 60
DR. K. V. S. N. JAWAHAR BABU & DR. M.S. VASU

12. | IMPACT OF MICRO - CREDIT TO WOMEN SHGS — A STUDY WITH REFERENCE TO NAGAPATTINAM DISTRICT, TAMIL NADU 70
K. MUTHU. & DR. K. RAMAKRISHNAN.

13. | MANAGERIAL EFFECTIVENESS AND COUNTERPRODUCTIVE WORK BEHAVIOUR: A COMPARISON AT DIFFERENT MANAGERIAL LEVEL 74
DR. RISHIPAL

14. | ASTUDY ON HEALTH INSURANCE PRODUCT PERFORMANCE AT HDFC, BANGALORE 79
V. CHANDRAMOHAN & DR. K. RAMACHANDRA

15. | A COMPARATIVE STUDY ON CUSTOMER RELATIONSHIP MANAGEMENT IN BANKING SECTOR IN INDIA (INDUSTRIAL CREDIT AND INVESTMENT | 89
CORPORATION OF INDIA AND STATE BANK OF INDIA)
DR. PONDURLS.B. & V. SAILAJA

16. | WORK ETHICS AND ITS IMPACT ON JOB SATISFACTION OF INDIAN MANAGEMENT TEACHERS - AN EMPIRICAL STUDY 98
DR. RAJESHWARI NARENDRAN & PREETI MEHTA

17. | AN APPRAISAL OF QUALITY OF SERVICES IN URBAN HOSPITALS (A STUDY ON THREE URBAN HOSPITALS IN GUNTUR DISTRICT, ANDHRA | 103
PRADESH)
DR. T. SREENIVAS & NETHI SURESH BABU

18. | PERFORMANCE EVALUATION OF SOME SELECT EQUITY FUNDS FLOATED BY PRIVATE SECTOR BANKS 113
B. RAJA MANNAR & DR. B. RAMACHANDRA REDDY

19. | ANALYSING THE FINANCIAL PERFORMANCE OF IRON AND STEEL INDUSTRY WITH THE HELP OF MARKET VALUE ADDED APPROACH 117
E. LAVANYA & DR. B. RAMACHANDRA REDDY

20. | ACHIEVING CUSTOMER LIFETIME VALUE THROUGH CUSTOMER RELATIONSHIP MANAGEMENT 120
SHAKEEL-UL-REHMAN & DR. M. SELVARAJ

21. | COMPARATIVE ANALYSIS OF CAPITAL STRUCTURE OF BANKING COMPANIES WITH SPECIAL REFERENCE TO STATE BANK OF INDIA AND ICICI | 124
BANK
DR. ANURAG B. SINGH & PRIYANKA TANDON

22. | MANAGING BRAND EXTENSION 132
DR. C. MUTHUVELAYUTHAM & T. PRABHU.

23. | BEHAVIOURAL ISSUES IN EFFECTIVE IMPLEMENTATION OF CUSTOMER RELATIONSHIP MANAGEMENT 135
NISHI TRIPATHI & RICHA SINHA

24. | STATUTORY DISCLOSURE BY INDIAN LIFE INSURANCE COMPANIES 139
GAGANDEEP KAUR & RAJINDER KAUR

25. | PRODUCT LINE STRATEGY ADOPTED BY SMALL SCALE MOTOR AND PUMP INDUSTRY 144
DR. J. SUGANTHI

26. | FACTORS OF CRM (A STUDY WITH SPECIAL REFERENCE TO BANKS) 149
DR. S. GAYATHRY

27. | IMPACT OF GRIEVANCES AND REDRESSAL OF EMPLOYEES IN TEXTILE MILLS, COIMBATORE 156
P. DEEPA ANANDA PRIYA & DIVYA.S

28. | ASTUDY OF EMPLOYEE COMPETENCY MAPPING STRATEGIES AT SELECT ORGANISATIONS OF BANGALORE 176
DR. Y. NAGARAJU & V. SATHYANARAYANA GOWDA

29. | COMPARATIVE STUDY OF ORGANIZATIONAL ROLE STRESS AMONG EMPLOYEES: PUBLIC VS PRIVATE BANKS IN INDIA 182
SHADMA PARVEEN

30. | AN EMPIRICAL EXAMINATION OF NONWORK DOMAIN ON EMPLOYEE TURNOVER 189
L.R.K. KRISHNAN
REQUEST FOR FEEDBACK 201

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories
WWWw.ijrcm.org.in




VoLUME No. 3 (2012), I ssue No. 10 (OCTOBER) | SSN 0976-2183

CHIEF PATRON

PROF. K. K. AGGARWAL
Chancellor, Lingaya’s University, Delhi
Founder Vice-Chancellor, Guru Gobind Singh Indraprastha University, Delhi
Ex. Pro Vice-Chancellor, Guru Jambheshwar University, Hisar

FOUNDER PATRON

LATE SH. RAM BHAJAN AGGARWAL
Former State Minister for Home & Tourism, Government of Haryana
Former Vice-President, Dadri Education Society, Charkhi Dadri
Former President, Chinar Syntex Ltd. (Textile Mills), Bhiwani

CO-ORDINATOR,
DR. SAMBHAV GARG

Faculty, M. M. Institute of Management, MaharishiMarkandeshwarUniversity, Mullana, Ambala, Haryana

ADVISORS

DR. PRIYA RANJAN TRIVEDI
Chancellor, The Global Open University, Nagaland

PROF. M. S. SENAM RAJU
Director A. C. D., School of Management Studies, I.G.N.O.U., New Delhi
PROF. M. N. SHARMA
Chairman, M.B.A., HaryanaCollege of Technology & Management, Kaithal
PROF. S. L. MAHANDRU
Principal (Retd.), MaharajaAgrasenCollege, Jagadhri

EDITOR,

PROF. R. K. SHARMA
Professor, Bharti Vidyapeeth University Institute of Management & Research, New Delhi

CO-EDITOR.

DR. BHAVET
Faculty, M. M. Institute of Management, MaharishiMarkandeshwarUniversity, Mullana, Ambala, Haryana

EDITORIAL ADVISORY BOARD

DR. RAJESH MODI
Faculty, YanbulndustrialCollege, Kingdom of Saudi Arabia
PROF. SANJIV MITTAL
UniversitySchool of Management Studies, Guru Gobind Singh I. P. University, Delhi
PROF. ANIL K. SAINI
Chairperson (CRC), Guru Gobind Singh I. P. University, Delhi

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories
WWWw.ijrcm.org.in



VoLUME No. 3 (2012), I ssue No. 10 (OCTOBER) | SSN 0976-2183

DR. SAMBHAVNA
Faculty, I.L.T.M., Delhi
DR. MOHENDER KUMAR GUPTA
Associate Professor, P.J.L.N.GovernmentCollege, Faridabad
DR. SHIVAKUMAR DEENE
Asst. Professor, Dept. of Commerce, School of Business Studies, Central University of Karnataka, Gulbarga
DR. MOHITA
Faculty, Yamuna Institute of Engineering & Technology, Village Gadholi, P. O. Gadhola, Yamunanagar

ASSOCIATE EDITORS

PROF. NAWAB ALI KHAN
Department of Commerce, Aligarh Muslim University, Aligarh, U.P.
PROF. ABHAY BANSAL

Head, Department of Information Technology, Amity School of Engineering & Technology, Amity
University, Noida

PROF. V. SELVAM
SSL, VIT University, Vellore
PROF. N. SUNDARAM
VITUniversity, Vellore
DR. PARDEEP AHLAWAT
Associate Professor, Institute of Management Studies & Research, MaharshiDayanandUniversity, Rohtak
DR. S. TABASSUM SULTANA

Associate Professor, Department of Business Management, Matrusri Institute of P.G. Studies, Hyderabad

TECHNICAL ADVISOR.

AMITA
Faculty, Government M. S., Mohali
DR. MOHITA
Faculty, Yamuna Institute of Engineering & Technology, Village Gadholi, P. O. Gadhola, Yamunanagar

FINANCIAL ADVISORS

DICKIN GOYAL
Advocate & Tax Adviser, Panchkula
NEENA
Investment Consultant, Chambaghat, Solan, Himachal Pradesh

LEGAL ADVISORS

JITENDER S. CHAHAL
Advocate, Punjab & Haryana High Court, Chandigarh U.T.
CHANDER BHUSHAN SHARMA
Advocate & Consultant, District Courts, Yamunanagar at Jagadhri

SUPERINTENDENT

SURENDER KUMAR POONIA

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories
WWWw.ijrcm.org.in



VoLUME No. 3(2012), I ssue No. 10 (OCTOBER) I SSN 0976-2183

CALL FOR MANUSCRIPTS

We invite unpublished novel, original, empirical and high quality research work pertaining to recent developments & practices in the area of
Computer, Business, Finance, Marketing, Human Resource Management, General Management, Banking, Insurance, Corporate Governance
and emerging paradigms in allied subjects like Accounting Education; Accounting Information Systems; Accounting Theory & Practice; Auditing;
Behavioral Accounting; Behavioral Economics; Corporate Finance; Cost Accounting; Econometrics; Economic Development; Economic History;
Financial Institutions & Markets; Financial Services; Fiscal Policy; Government & Non Profit Accounting; Industrial Organization; International
Economics & Trade; International Finance; Macro Economics; Micro Economics; Monetary Policy; Portfolio & Security Analysis; Public Policy
Economics; Real Estate; Regional Economics; Tax Accounting; Advertising & Promotion Management; Business Education; Management
Information Systems (MIS); Business Law, Public Responsibility & Ethics; Communication; Direct Marketing; E-Commerce; Global Business;
Health Care Administration; Labor Relations & Human Resource Management; Marketing Research; Marketing Theory & Applications; Non-
Profit Organizations; Office Administration/Management; Operations Research/Statistics; Organizational Behavior & Theory; Organizational
Development; Production/Operations; Public Administration; Purchasing/Materials Management; Retailing; Sales/Selling; Services; Small
Business Entrepreneurship; Strategic Management Policy; Technology/Innovation; Tourism, Hospitality & Leisure; Transportation/Physical
Distribution; Algorithms; Artificial Intelligence; Compilers & Translation; Computer Aided Design (CAD); Computer Aided Manufacturing;
Computer Graphics; Computer Organization & Architecture; Database Structures & Systems; Digital Logic; Discrete Structures; Internet;
Management Information Systems; Modeling & Simulation; Multimedia; Neural Systems/Neural Networks; Numerical Analysis/Scientific
Computing; Object Oriented Programming; Operating Systems; Programming Languages; Robotics; Symbolic & Formal Logic and Web Design.
The above mentioned tracks are only indicative, and not exhaustive.

Anybody can submit the soft copy of his/her manuscript anytime in M.S. Word format after preparing the same as per our submission
guidelines duly available on our website under the heading guidelines for submission, at the email address: infoijrcm@gmail.com.

GUIDELINES FOR SUBMISSION OF MANUSCRIPT

1 COVERING LETTER FOR SUBMISSION:

DATED:
THE EDITOR
IJRCM

Subject: ~ SUBMISSION OF MANUSCRIPT IN THE AREA OF

(e.g. Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/Engineering/Mathematics/other, please specify)
DEAR SIR/MADAM

Please find my submission of manuscript entitled ‘ ' for possible publication in your journals.

| hereby affirm that the contents of this manuscript are original. Furthermore, it has neither been published elsewhere in any language fully or partly, nor is it
under review for publication elsewhere.

| affirm that all the author (s) have seen and agreed to the submitted version of the manuscript and their inclusion of name (s) as co-author (s).

Also, if my/our manuscript is accepted, I/We agree to comply with the formalities as given on the website of the journal & you are free to publish our
contribution in any of your journals.

NAME OF CORRESPONDING AUTHOR:

Designation:

Affiliation with full address, contact numbers & Pin Code:
Residential address with Pin Code:

Mobile Number (s):

Landline Number (s):

E-mail Address:

Alternate E-mail Address:

NOTES:

a)  The whole manuscript is required to be in ONE MS WORD FILE only (pdf. version is liable to be rejected without any consideration), which will start from
the covering letter, inside the manuscript.

b)  The sender is required to mention the following in the SUBJECT COLUMN of the mail:
New Manuscript for Review in the area of (Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/
Engineering/Mathematics/other, please specify)

C) There is no need to give any text in the body of mail, except the cases where the author wishes to give any specific message w.r.t. to the manuscript.

d)  The total size of the file containing the manuscript is required to be below 500 KB.

e)  Abstract alone will not be considered for review, and the author is required to submit the complete manuscript in the first instance.

f) The journal gives acknowledgement w.r.t. the receipt of every email and in case of non-receipt of acknowledgment from the journal, w.r.t. the submission
of manuscript, within two days of submission, the corresponding author is required to demand for the same by sending separate mail to the journal.

2. MANUSCRIPT TITLE: The title of the paper should be in a 12 point Calibri Font. It should be bold typed, centered and fully capitalised.

3. AUTHOR NAME (S) & AFFILIATIONS: The author (s) full name, designation, affiliation (s), address, mobile/landline numbers, and email/alternate email
address should be in italic & 11-point Calibri Font. It must be centered underneath the title.

4. ABSTRACT: Abstract should be in fully italicized text, not exceeding 250 words. The abstract must be informative and explain the background, aims, methods,
results & conclusion in a single para. Abbreviations must be mentioned in full.

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories
WWWw.ijrcm.org.in



VoLUME No. 3(2012), I ssue No. 10 (OCTOBER) I SSN 0976-2183

5. _: Abstract must be followed by a list of keywords, subject to the maximum of five. These should be arranged in alphabetic order separated by
commas and full stops at the end.

6. _: Manuscript must be in BRITISH ENGLISH prepared on a standard A4 size PORTRAIT SETTING PAPER. It must be prepared on a single space and
single column with 1” margin set for top, bottom, left and right. It should be typed in 8 point Calibri Font with page numbers at the bottom and centre of every
page. It should be free from grammatical, spelling and punctuation errors and must be thoroughly edited.

7. _: All the headings should be in a 10 point Calibri Font. These must be bold-faced, aligned left and fully capitalised. Leave a blank line before each
heading.

8. _: All the sub-headings should be in a 8 point Calibri Font. These must be bold-faced, aligned left and fully capitalised.

9. _: The main text should follow the following sequence:
INTRODUCTION

REVIEW OF LITERATURE
NEED/IMPORTANCE OF THE STUDY
STATEMENT OF THE PROBLEM
OBJECTIVES

HYPOTHESES

RESEARCH METHODOLOGY
RESULTS & DISCUSSION

FINDINGS
RECOMMENDATIONS/SUGGESTIONS
CONCLUSIONS

SCOPE FOR FURTHER RESEARCH
ACKNOWLEDGMENTS

REFERENCES
APPENDIX/ANNEXURE

It should be in a 8 point Calibri Font, single spaced and justified. The manuscript should preferably not exceed 5000 WORDS.

10. _: These should be simple, crystal clear, centered, separately numbered &self explained, and titles must be above the table/figure. Sources
of data should be mentioned below the table/figure. It should be ensured that the tables/figures are referred to from the main text.

11. _:These should be consecutively numbered in parentheses, horizontally centered with equation number placed at the right.

12. _: The list of all references should be alphabetically arranged. The author (s) should mention only the actually utilised references in the preparation

of manuscript and they are supposed to follow Harvard Style of Referencing. The author (s) are supposed to follow the references as per the following:

4 All works cited in the text (including sources for tables and figures) should be listed alphabetically.
4 Use (ed.) for one editor, and (ed.s) for multiple editors.
4 When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc, in chronologically ascending order.
4 Indicate (opening and closing) page numbers for articles in journals and for chapters in books.
4 The title of books and journals should be in italics. Double quotation marks are used for titles of journal articles, book chapters, dissertations, reports, working
papers, unpublished material, etc.
o For titles in a language other than English, provide an English translation in parentheses.
4 The location of endnotes within the text should be indicated by superscript numbers.
PLEASE USE THE FOLLOWING FOR STYLE AND PUNCTUATION IN REFERENCES:
BOOKS
4 Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.
i Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio" Ohio State University, Nigeria.
CONTRIBUTIONS TO BOOKS
4 Sharma T., Kwatra, G. (2008) Effectiveness of Social Advertising: A Study of Selected Campaigns, Corporate Social Responsibility, Edited by David Crowther &

Nicholas Capaldi, Ashgate Research Companion to Corporate Social Responsibility, Chapter 15, pp 287-303.
JOURNAL AND OTHER ARTICLES

4 Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities," Journal of Urban Economics,
Vol. 21, No. 1, pp. 83-104.

CONFERENCE PAPERS

. Garg, Sambhav (2011): "Business Ethics" Paper presented at the Annual International Conference for the All India Management Association, New Delhi, India,
19-22 June.

UNPUBLISHED DISSERTATIONS AND THESES

i Kumar S. (2011): "Customer Value: A Comparative Study of Rural and Urban Customers," Thesis, Kurukshetra University, Kurukshetra.

ONLINE RESOURCES

i Always indicate the date that the source was accessed, as online resources are frequently updated or removed.

WEBSITES

4 Garg, Bhavet (2011): Towards a New Natural Gas Policy, Political Weekly, Viewed on January 01, 2012 http://epw.in/user/viewabstract.jsp

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories
WWWw.ijrcm.org.in

Vi



VoLUME No. 3(2012), I ssue No. 10 (OCTOBER) I SSN 0976-2183
PERFORMANCE OF INDIAN BANK WITH REFERENCE TO NON PERFORMING ASSETS — AN OVERVIEW
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ABSTRACT

Over the few years Indian banking, attempts to integrate with the global banking has been facing lots of hurdles in its way due to certain inherent weakness,
despite its high sounding claims and lofty achievements. In a developing country, banking is seen as an important instrument of development, while with the
demanding Non Performing Assets (NPAs), banks have become burden on the economy. Non Performing Assets are not merely non remunerative, but they add
cost to the credit Management. The fear of Non Performing Assets permeates the psychology of bank managers in entertaining new projects for credit
expansion. Non Performing Assets is not a dilemma facing exclusively the bankers; it is in fact an all pervasive national scourge swaying the entire Indian
economy. Non Performing Asset is a sore throat of the Indian economy as a whole. Non Performing Assets have affected the profitability, liquidity and
competitive functioning of banks and developmental of financial institutions and finally the psychology of the bankers in respect of their disposition towards
credit delivery and credit expansion. NPAs do not generate any income for the banks, but at the same time banks are required to make provisions for such NPAs
from their current profits. Apart from internal and external complexities, increases in NPAs directly affects banks’ profitability sometimes even their existence.
Published statistics revealed before five years that for every Rs of 100 in NPA the bank is losing Rs. 30 per annum. The quality of loan assets is the most
important factor for the basic viability of the banking system. The overdue advances of banks in India are mounting and in consequence, the NPAs in their
portfolio are on the rise, impinging on the banks’ viability. Lower level of Non Performing assets helps the bank in consolidating their position and gives credence
to efficiency of the management. Pre — credit and post — credit appraisals are to be done by the bank more objectively. Close monitoring of borrower accounts,
site visits, factory visits, etc are to be done regularly. Rehabilitation of viable sick units is essential. Consultancy and technical services must be provided to the
borrower units wherever necessary. It is necessary for the bank to adopt proper credit monitoring mechanism, with periodical inspection of the units along with
regular flow of information from them pertaining to their financial liquidity, annual accounts, stock reports, etc., besides comparative risk analysis and
compliance of terms and conditions of sanction. Bank is expected to make sincere efforts to recover the amount from assets which have already slipped into
NPAs category.

KEYWORDS

Cost of Non Performing Assets, Gross and Net Non Performing Assets, Provisions for Non Performing Assets, Corporate Debt Recon structuring.

INTRODUCTION
he Indian Banking sector has played a commendable role in fuelling and sustaining growth in the economy. In the recent past a large part of the banking
sector’s growth has been on the back of financing consumption, as reflected in the growth of retail banking. Profitability and viability of development
financial institutions are directly affected by quality and performance of advances. Indian banks are weighted down by enormous amounts of bad loans
that threaten the very health of the banking system. In fact banks extended large number of loans to all sector at the behest of politicians, but their experience
with these borrowers has not been satisfactory. RBI has been specifically commenting on Non Performing Assets.
The implementation of prudential norms of Narasimham committee was the step towards introduction of transparency in accounting practices as per the norms
of international accounting standards. Banking is the key sector of any economy. It can influence economic growth by enhancing resources in the direction of
national objectives. Its energy and vitality indicate the health and prosperity of any nation. In the liberalized economy, banking and financial sector reforms
assume high priority.
The new economic reforms have given a new thrust to the banking sector as a whole and private sector in particular. In spite of commanding role of the Indian
banking sector in last five decades under the competitive global environmental conditions, the banking sector currently suffers from a number of weakness such
as low recovery rate of credit, high costs, poor management practices, trade union pressures, political interferences, unprofitable branches and mounting Non
Performing Assets (NPAs). The banking system in the country has undergone a sea - change with the introduction of prudential norms on income recognition,
asset classification and their provisioning.
However, the system requires a combination of new technologies, well guarded risk and credit appraisal, treasury management, product diversification, internal
control, external regulations and professional as well as skilled human resources to achieve heights of the international excellence and to play a critical role
meeting the global challenges.
Over the few years Indian banking, attempts to integrate with the global banking has been facing lots of hurdles in its way due to this inherent weakness, despite
its high sounding claims and lofty achievements. In a developing country, banking is seen as an important instrument of development, while with the
demanding Non Performing Assets (NPAs), banks have become burden on the economy.
Looking to the changing scenario at the world level, the problem becomes more ironical, because Indian banking cannot afford to remain unresponsive to the
global requirements. The banks are aware of the grim situation and are trying their level best to reduce the Non Performing Assets (NPAs) ever since the
regulatory authorities ie, Reserve Bank of India and Government of India are seriously chasing up the issue. The study focuses on the cost of Non Performing
Assets in Banks with special reference to Indian Bank and it deals with steps to reduce the Non Performing Assets (NPAs).
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STATEMENT OF PROBLEM

Credit risk is associated with lending highly and whenever a party enters into an obligation to make payment or deliver value to the bank. The nature and extent
of credit risk depend on quality of loan assets and soundness of investments. Based on the income, expenditure, net interest income, NPAs and capital adequacy
one can comment on the profitability and the long run sustenance of the bank. When the money is blocked, inadequate cash at hand this leads to borrowing of
money for short period of time which adds additional cost to the bank. Time and efforts of management cause indirect cost which bank has to bear due to Non
Performing Assets. Now - a - days, banks have special employees to deal with and handle Non Performing Assets, which is also an additional cost to the bank.
Bank is facing problem of Non Performing Assets as it adversely affects the value of bank in terms of market credit. It will lose its goodwill, brand image and
credit which have negative impact on the people who are putting their money in the banks.

Non Performing Assets are not merely non remunerative but they add cost to the credit management. The fear of Non Performing Assets permeates the
psychology of bank managers in entertaining new projects for credit expansion. Non Performing Assets is not a dilemma facing exclusively the bankers; it is in
fact an all pervasive national scourge swaying the entire Indian economy. Non Performing Asset is a sore throat of the Indian economy as a whole. The banks
are only the ultimate victims, where life cycle of the virus is terminated. Non Performing Assets can be arrested only through internal remedies, ie improving
efficiency of credit assessment and credit delivery operations at the point of the financing bank in the first instance. The bank will face the problem of NPAs
because of poor recovery of advances granted by the bank and several other reasons. When the loan is not recovered by the bank effectively and efficiently it
will become NPA to the bank and it may affect banks’ net profit.

In advanced economics, the financial markets are well — developed and segmented, with various players operating in identified niches, catering to various
user/risk segments. This constitutes an effective institutional mechanism for targeting risks to players with an appetite for such risks. Commercial banking is
conducted in a highly risk managed and mitigated ambience, unlike its Indian counterparts who are often required to take unmitigated risks as a part of business
policy.

NON PERFORMING ASSETS — CONCEPT AND TYPES

Non Performing assets are those assets that cease to generate income for banks. The Securitization and Reconstruction of Financial Assets and Enforcement of
Security Interest (SARFAESI) Act, 2002 defines Non Performing Assets as “an asset or account of a borrower, which has been classified by a bank or financial
institution as sub — standard, doubtful or loss assets in accordance with the direction and guidelines relating to asset classification issued by the RBI”. From 31"
March 2004 an asset is considered to have gone bad when the borrower has defaulted on principal and interest repayment for more than one quarter or 90
days.

The following are the RBI guidelines for NPA classification and provisioning:

STANDARD ASSETS

Standard assets, which are not NPAs, but involve business risks, require a minimum of 0.25% provision on global portfolio but not on domestic portfolio.

SUB — STANDARD ASSETS

These are those accounts which have been classified as NPAs for a period less than or equal to 18 months. The general provision of 10% of total outstanding
principal plus entire outstanding interest should be made on sub - standard assets.

DOUBTFUL ASSETS

These are those accounts which have remained as NPAs for a period exceeding 18 months. On these assets the banks are required to provide 100% for the
unsecured portion and additional provision of 20% to 50% advances, if doubtful for 3 and above 3 years.

LOSS ASSETS

Loss asset is a credit facility where the bank’s internal or external auditors or the RBI inspectors have identified as loss but the amount hasn’t been written off,
wholly or partly. Provisions required are 100 percent of the outstanding balance of the loss assets.

Standard assets are treated as performing assets and the remaining categories of assets such as sub standard, doubtful and loss assets are known as Non
Performing Assets.

REVIEW OF LITERATURE

1.  Dr. C.H. Rajesham and Dr. K. Rajendar (June 2007) studied the management of non performing assets in Indian scheduled commercial banks. The results
of these studies were unfavorable of Non Performing assets in banks. Both the authors found that stringent measures are required at the levels of RBI,
banks and judiciary to control the NPA problem. Further, they found NPAs have negative impact on banks.

2. T.N. Anantharam lyer (June 1999) in his paper “Bank supervision and the management of Non Performing Advances” he studied how much risk each bank
undertakes for recovering, managing the Non Performing Assets. It is revealed that early identification of problem assets helps the success of remedial
action and effective recovery of the Non Performing Assets.

3. Shri T C G Namboodiri (March 2002) in his study entitled “NPA - Prevention is better than cure”, he pointed out the problem of Non Performing Assets in
Indian Banks. He observed certain simple but important basic points that a banker has to apply while appraising a credit proposal. He suggested to several
points such as 5Cs (Character, Capital, Capacity, Conditions, Collateral), 6Ms (Man, Money, Machine, Material, Market, Men), and 7Ps (Product, Project,
Purpose, Place, People, Policies, Profit). These 18 points mentioned play considerable role in credit risk management and can be used for a SWOT analysis
of the venture before financing.

4.  Dr. B. Samal (April 2002) in his paper on “The NPA overhang: Magnitude, Solution and Legal Reforms” reviewed the overall recovery machinery and legal
reforms of banks for the period of 1994 — 2001. The study found that NPAs derivative of financial reforms cannot be avoided by the banks; rather they
should be dealt with more critically and consciously. However, it is pointed out that it is not possible to eliminate totally Non Performing Assets in the
banking business but can only be minimized.

5. K.J. Taori (June 2000) in their study entitled, “Problems and issued relating to management of NPAs of banks in India” studies the growth of NPAs of banks
in India. The analysis revealed about priority sector and Non priority sector NPAs and set up the guidelines for bankers and borrowers. It was concluded
that an effective legal framework will be needed to bring recovery suits to their logical conclusion and effect recoveries, within a reasonable time frame.

OBJECTIVES OF THE STUDY

1.  Toanalyze the cost of Non Performing Assets in Indian Bank
2. Tofind out the reasons for Non Performing Assets in Banks
3. To offer suitable suggestion based on findings of this study

METHODOLOGY

The study is based on secondary data. The period of the study covers ten years from 2000-2001 to 2009 — 2010. The relevant data required for the study has
been collected from

«»  RBI’s Annual reports and Indian Bank’s annual reports

*  Reports on trend and progress of banking in India

»  Government publications, books and websites

»  Various banking journals

The data collected has been tabulated to facilitate the analysis with the help of mean, percentage, statistical tools (F test, t test) etc.
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COST OF NON PERFORMING ASSETS

Non Performing Assets affect the profitability, liquidity and competitive functioning of banks and developmental financial institutions and finally the psychology
of the bankers in respect of their disposition towards credit delivery and credit expansion. Non Performing assets cause high cost for the bank, as these assets
do not improve any of the following:

v’ Profits

v' Capital adequacy

v' Reduction of other costs

v' Capital market perception

HYPOTHESIS
Ho: There is no significance difference between the total advances and Gross NPAs in the last 10 years.
Ha: There is significance difference between the total advances and Gross NPAs in the last 10 years.

ANALYSIS AND INTERPRETATION

Table — | depicts the gross advances and gross NPAs of Indian bank for the period of 10 years from 2000 — 2001 to 2009 — 2010 using this data attempt has been
made to calculate the opportunity cost and maintenance cost of Non Performing Assets for Indian Bank. For the purpose of calculation, the level of gross NPAs,
over and above the 5% level (assuming that to be the international standard for Non Performing Assets), has been taken into account. The opportunity cost of
Non Performing Assets has been found to be very high. Maintenance cost of Non Performing Assets is 11% for Indian Bank.

From this table - |, it is clearly inferred that Indian bank has incurred a total loss of Rs. 96.97 crores because of maintenance and opportunity cost of Non
Performing Assets in a decade. If it continues, the bank will not concentrate on other areas, like profit, EPS, etc. From this total loss, bank spends more towards
maintenance cost than any other costs.

From the year 2000 — 2001, the maintenance cost is reduced from Rs. 12.97 crores to Rs. 2.52 crores in the year 2008 — 2009. It is almost decreased by an
amount of Rs. 10.44 crores. But the same time in the year 2009 — 2010 the maintenance cost is increased to  Rs. 2.81 crores. So, the bank should take steps to
reduce the maintenance and opportunity cost. If the bank takes more efforts to reduce the cost, it will get more profit and fewer burdens.

GROSS NPAs TO TOTAL ASSETS

Gross NPAs to total assets reflects the portfolio of non — standard assets to total assets of the bank. It is observed from Table — I that the total asset has been
constantly increasing from 2000 — 2001 to 2009 — 2010. A net increase of Rs. 74748.77 crores (280.58%) has been registered in ten years of the study period.
During the same period, the gross NPA level has come down drastically from Rs. 2359.07 crore in 2000 — 2001 to Rs. 459.18 crore in 2008 — 2009. A net
reduction of Rs.1899.89 crore (80.53%) has been viewed in the NPA level. A marginal increase in NPA is noticed in the year of 2009 - 2010. The ratio of gross
NPA to Total assets has been brought down from 8.86 to 0.50 in a decade of study.

The inference derived from Table — Il is that Indian Bank has been increasing its assets portfolio and at the same time reducing the Gross NPA level. The bank
takes enough steps to recover the loan through proper follow up with the borrower. Thus Indian Bank maintains the ratio of Gross NPA to Total assets at a
comfortable minimum average level of 2.95 for the period of ten years.

NET NPAs TO TOTAL ASSETS

Net NPAs to total assets reflects the portfolio of non — standard assets to total assets of the bank. It is observed from Table — Il that the total asset has been
constantly increasing from 2000 — 2001 to 2009 — 2010. A net increase of Rs. 74748.77 crores (280.58%) has been registered in ten years of the study period.
During the same period, the Net NPA level has come down drastically from Rs. 949.93 crore in 2000 — 2001 to Rs. 93.81 crore in 2008 — 2009. A net reduction of
Rs.856.12 crore (90.12%) has been viewed in the NPA level. However a marked increase is noticed in the Net NPA level in the year of 2009 - 2010. The ratio of
Net NPA to Total assets has been brought down from 3.57 to 0.14 during the decade of study.

The inference derived from Table — Il is that Indian Bank has been increasing its assets portfolio and simultaneously reducing the Net NPA level. The bank takes
appropriate steps to recover the loan and make adequate provision. Therefore, Indian Bank could maintain the ratio of Net NPA to Total assets at an average
level of 1.12 for the period of ten years.

GROSS NPAs TO TOAL ADVANCES

This ratio related to NPA not provided for to advances. It is an important parameter of examining of a bank. It also indicates how good banks’ are provisioning
practices. The following table IV and V explain the above points.

It is found from Table — IV that the total advances have been constantly increasing from 2000 — 2001 to 2009 — 2010. A net increase of Rs. 50046.89 crores
(530.80%) has been registered in ten years of the study period. During the same period, the gross NPA level has come down drastically from Rs. 2359.07 crore in
2000 — 2001 to Rs. 459.18 crore in 2008 — 2009. A net reduction of Rs.1848.96 crore has been viewed in the NPA level. The ratio of Gross NPA to Total Advances
has been brought down from 25.01 to 0.86 during the period of study.

The inference derived from Table — IV is that Indian Bank has been increasing advances and reducing the Gross NPA level. The bank has given more loans to the
borrowers and takes appropriate steps to recover the loan through proper follow up with the borrower. Indian Bank could maintain the ratio of Gross NPA level
to total advances at an average level of 7.86 for the period of ten years.

NET NPAs TO TOTAL ADVANCES

It is found from Table — V that the total advances have been constantly increasing from 2000 — 2001 to 2009 — 2010. A net increase of Rs. 50046.89 crores
(530.80%) has been registered in ten years of the study period. During the same period, the Net NPA level has come down drastically from Rs. 949.93 crore in
2000 - 2001 to Rs. 93.81 crore in 2008 — 2009. A net reduction of Rs.805 crore has been viewed in the NPA level. The ratio of Net NPA to Total advances has
been brought down from 10.07 to 0.24 during the study period.

The inference derived from Table — V is that Indian Bank has been highly increasing its advances level and drastically reducing the Net NPA level. The bank has
given more loans to the borrowers and takes prompt steps to recover the loans through proper follow up with the borrowers. Indian Bank could maintain the
ratio of Net NPA to total advances at an average level of 3.04 for the period of ten years.

NET PROFIT TO GROSS NPAs

The efficiency of a bank is not always reflected only by the size of its balance sheet but the level of return on its assets and profit level of the bank. The
measuring the efficiency of banks, actual return on assets and Profits are considered as superior parameter than that of size of balance sheet level of any bank.
The following table VI and VII are shows the relationship of profit level and Gross & Net NPAs.

It is observed from Table — VI that the Net profit has been constantly increasing from 2000 — 2001 to 2009 — 2010. A net increase of Rs. 1828.99 crores has been
registered in ten years of the study period. During the same period, the gross NPA level has come down drastically from Rs. 2359.07 crore in 2000 — 2001 to Rs.
459.18 crore in 2008 — 2009. A net reduction of Rs.1848.96 crore has been viewed in the NPA level. The ratio of Net Profit to gross NPA has been improved to
304.83. The inference derived from Table — VI is that Indian Bank takes more efforts for increasing profit level and reducing the Gross NPA level. Indian Bank
could maintain the ratio of Net Profit to Gross NPA level at an average level of 100.96 for the period of ten years.

NET PROFIT TO NET NPAs

It is observed from Table — VIl that the Net profit has been constantly increasing from 2000 — 2001 to 2009 — 2010. A net increase of Rs. 1828.99 crores has been
registered in ten years of the study period. During the same period, the Net NPA level has come down drastically from Rs. 949.93 crore in 2000 — 2001 to Rs.
93.81 crore in 2008 —2009. A net reduction of Rs.856.12 crore (90.12%) has been view in the NPA level except in the year of 2009 - 2010. The ratio of Net Profit
to Net NPA has increased to Rs. 473.43crore.
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The inference derived from Table — VIl is that the bank takes steps to fulfill the shareholders’ requirements and expectations by increasing the profit level. Indian
Bank has maintained the ratio of Net Profit to Net NPA level at an average level of 476.32 for the period of ten years.

PROVISIONS FOR NPAs

NPAs do not generate any income for the banks, but at the same time banks are required to make provisions for such NPAs from their current profits. Apart

from internal and external complexities, increase in NPAs directly affects banks’ profitability and sometimes even their existence. Statistics revealed before five

years states that for every Rs of 100 in NPA the bank is losing Rs. 30 per annum. The detail of the loss is as follows:

Rs. 8 towards average interest paying on deposits

Rs. 10 towards provisioning

Rs. 12 towards Non recognition of income and

With in 3 years the loss amounts to the size of principal

As per RBI guidelines, gross advance means all outstanding loans and advances including advances for which refinance has been received but excluding

rediscounted bills and advances written off at head office level (technical write off). RBI has advised that while reporting, banks have to reduce the technical

write off accounts from gross advances. The following are deducted from gross NPA to arrive at net NPA.

a.  Balance in interest suspense account, if applicable

b.  DIGGC / ECGC claims settled and received and held pending for adjustment

c.  Part payment received and kept in suspense account

d.  Total provisions made excluding technical write off made at head office

The gross NPA and gross advances includes interest suspense account where the bank is following the accounting practice of debiting interest to customers’

account and crediting interest suspense account. After proper classification of loan assets the banks are required to make sufficient provisions against each of

the NPA account for possible loan losses as per prudential norms. The minimum amount of provision required to be made against a loan asset is different for
different types of asset.

1. Standard asset — At present, no provision is required. However, banks should make a general provision of a minimum of 0.25% against standard assets.
Provisions on standard assets should not be reckoned for arriving at net NPAs.

2. A general provision of 10% of the total outstanding is required to be made without making any further allowance for DICGC/ECGC guarantee cover and
securities available against such advances.

3.  The quantum of provision in case of doubtful assets depends upon the realizable value of security and the age of doubtfulness of the asset. Provision
required is 100% of the security shortfall i.e. the extent to which the advance is not covered by the realizable value of security to which the bank has the
valid recourse and the realizable value is estimated on realistic basis.

4.  Provision required is 10% to 50% of the secured portion depending upon the period for which the asset has remained doubtful

5. Provision required is 100% of the outstanding balance of the loss asset.

The following table VIl shows the provisions level maintained by the Indian Bank.

Gross NPA XXX

Less: Deductions XXX

Net NPA XXX

From the VIII table, the gross NPA level has come down from Rs. 2359.07 crore in 2000 — 2001 to Rs. 510.118 crore in 2009 — 2010. Thus a net reduction of
Rs.1848.89 crore has been viewed in the NPA level. The Net NPA level has come down from Rs. 949.93 crore in 2000 — 2001 to Rs. 144.93 crore in 2009 — 2010.
Thus a net reduction of Rs.805 crore has been viewed in the Net NPA level. Provisions are decreased during the of the study period. In 2000 — 2001, the
provisions are Rs. 1409.14 crores and it decreased to Rs. 365.18 crores in the year of 2009 —2010. The Net reduction of Rs. 1043.96 crores has been in viewed in
the quantum of provisions. It is inferred from this table VIII that the provisioning requirement on mounting NPA is reduced gradually taking good efforts by
Indian Bank. It is very good healthy for banking operations.

MOVEMENT OF GROSS NPAs

The quality of loan assets is the most important factor for the basic viability of the banking system. The overdue advances of banks in India are mounting and in
consequence, the NPAs in their portfolio are on the rise, impinging on the banks’ viability. The following table clearly shows the movement of Non Performing
Assets for ten years in Indian Bank.

It is inferred from the table IX that the quantum of Non Performing Assets of Indian Bank decreased from 2359.07crores in the year 2000 — 2001 to Rs. 459.18
crores in the year of 2008 — 2009 but in the year of 2009 — 2010 the NPAs increased to Rs. 510.11 crores. The decreased percentage of Non Performing Assets
from 2000 — 2001 to 2008 — 2009 is 80.53 except in the year of 2009 — 2010. The additions and deductions value are varied for ten years. Both the additions
and deductions value for NPAs have fluctuations throughout the decade. Indian Bank takes appropriate steps every year to reduce the Net NPAs.

RECOVERY OF NON PERFORMING ASSETS

Banks have been able to recover NPAs through the use of Legal measures, which is a good sign of their efforts. Indian Bank successfully implemented various
new channels like Asset Reconstruction India Limited, Securitizations Act to recover NPAs. From the available data for the years 2000 — 2001 to 2009 — 2010, the
annual growth rate in the recovery of NPAs in Indian Bank is worked out.

As evident from this table — X, the recovery of Non Performing Assets increased considerably over the given period. It is increased from Rs. 284.02 crores in the
year of 2001 — 2002 to Rs. 587.48 crores in the year of 2009 — 2010. In the year of 2006 — 2007, the recovery of NPA is well and good. It is inferred from this
table X, the Indian bank takes more efforts for recovery of Non Performing Assets. It showed appreciable progress in terms of recovery performance in the NPAs
of Indian Bank

REASONS FOR NON PERFORMING ASSETS

The following reasons are being responsible for the growth of Non Repayment of credit and Non Performing Assets in India. The points that are derived by the
Reserve Bank of India recently on 800 top non repayment of credit and NPAs account in 25 banks, revealed interesting insights into the problem of non
repayment of credit and NPAs. The study identified factors such as:

Diversion of funds mostly for expansion or for promoting associate concerns

Marketing failure in related field of area

Inefficient Management of funds

Inappropriate technology adopted by the business and other areas

Labour unrest and poor financial disclosure

Excessive exposure in high risk sources

Huge misallocation of corporate funds reinforced

Unfavorable macro economic environment like recession

Infrastructural bottlenecks, time and cost over runs

Changes in the government economic policies and

Delays in the sanction of loans

HYPOTHESIS

Ho: There is no significance difference between the total advances and Gross NPAs in the last 10 years.

Ha: There is significance difference between the total advances and Gross NPAs in the last 10 years.
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Statistic—1I: t - test

x-y =xF +(y-y)

SE

where SE = m+n 2
Year Total Advances | Gross NPAs | (X- X)’ (YY)
2000 - 2001 | 9433.90 2359.07 299677299.22 1642344.77
2001 - 2002 | 10908.35 2175.35 250802333.83 1205208.75
2002 - 2003 | 12274.98 1629.82 209384083.41 305024.24
2003 - 2004 | 14126.07 1191.78 159239665.76 13053.06
2004 - 2005 | 18380.09 748.35 69973225.00 108359.47
2005 - 2006 | 22484.63 668.99 18151519.41 166904.93
2006 - 2007 | 29058.11 545.81 5350061.52 282726.16
2007 - 2008 | 39838.71 486.87 171442884.70 348879.24
2008 - 2009 | 51465.27 459.18 611087299.23 382356.72
2009 - 2010 | 59480.79 510.11 1071626054.49 | 321965.46
TOTAL 267450.90 10775.33 2866734426.58 | 4776822.81
Mean 26745.09 1077.53
S.E 12630.46
t 2.03
The Hypothesis is Accepted

Using t test - Table Value at 18 level of Significance = 2.101 then 2.03 < 2.101,

So, Ho is accepted

HYPOTHESIS

Ho: There is no significance difference between the total advances and Gross NPAs in the last 10 years.
Ha: There is significance difference between the total advances and Gross NPAs in the last 10 years.
Statistic — II: F - test

where S =
Year Total Advances | Gross NPAs | (X- X)° (Y- y)?
2000 - 2001 | 9433.90 2359.07 299677299.22 1642344.77
2001 - 2002 | 10908.35 2175.35 250802333.83 1205208.75
2002 - 2003 | 12274.98 1629.82 209384083.41 305024.24
2003 - 2004 | 14126.07 1191.78 159239665.76 13053.06
2004 - 2005 | 18380.09 748.35 69973225.00 108359.47
2005 - 2006 | 22484.63 668.99 18151519.41 166904.93
2006 - 2007 | 29058.11 545.81 5350061.52 282726.16
2007 - 2008 | 39838.71 486.87 171442884.70 348879.24
2008 - 2009 | 51465.27 459.18 611087299.23 382356.72
2009 - 2010 | 59480.79 510.11 1071626054.49 321965.46
TOTAL 267450.90 10775.33 2866734426.58 4776822.81
Mean 26745.09 1077.53 318526047.4 530758.0897
S 17847.29804 728.531461
F Ratio 24.50 Table Value at (9, 9) level of Signi is = 3.18
The Hypothesis is Rejected

Using f test - Table Value at (9, 9) level of Significance = 24.50 then 3.18 > 24.50
So, Ho is rejected.
From the above statistical analysis, two types of tools present the solutions in different manner. They are as allows:

1. Using t test - Table Value at 18 level of Significance = 2.101 then 2.03 < 2.101, So, Ho is accepted. There is no significant difference between the advances
and Gross NPAs in the last 10 years.

2. Using ftest - Table Value at (9, 9) level of Significance = 24.50 then 3.18 > 24.50, So, H, is rejected. There is no significant difference between the advances
and Gross NPAs in the last 10 years

FINDINGS

»  Indian bank for past ten years sum of Rs. 96.97 crores because of maintenance and opportunity cost of Non Performing Assets. If it continues, the bank will
not concentrate to other areas, like profit, EPS and etc. From this total loss, bank spends more expenses to maintenance cost compare with opportunity
costs.

»  Indian Bank could maintain the ratio of total assets to Gross NPA level at a comfortable least minimum average level of 2.95 for the period of ten years.

»  Indian Bank has been increasing assets value and reducing the Net NPA level. The bank takes enough call to recover the loan through proper follow with
the borrower. Therefore, Indian Bank could maintain the ratio of total assets to Net NPA level at average level of 1.12 for the period of ten years.

»  Indian Bank could maintain the ratio of total advances to Gross NPA level at average level of 7.85 for the period of ten years.

»  Indian Bank has been highly increasing advances and drastically reducing the Net NPA level. The bank has given more loans to the borrowers and takes

enough call to recover the loans through proper follow with the borrower. Indian Bank could maintain the ratio of total advances to Net NPA level at
average level of 3.03 for the period of ten years.
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»  The bank has concentrate profit level as well as reducing NPAs. Indian Bank could maintain the ratio of Net Profit to Gross NPA level at average level of
108.79 for the period of ten years.

»  The bank concentrates to fulfill the shareholders’ requirements and expectations for increasing the profit level. Indian Bank has maintained the ratio of
total advances to Net NPA level at average level of 473.73 for the period of ten years.

»  Provisioning requirement on mounting NPA is adversely affecting capital adequacy and also banks profitability. Indian Bank took very good efforts of
reducing the provisions. It is very good health for banking operations.

»  The Indian Bank concentrate of monitoring of loan, follow up, and other steps taken year by year. It will continue the NPAs level may be reached to Zero
Gross NPAs or Zero Net NPAs.

»  The Indian bank takes more efforts for recovery of Non Performing Assets. It showed appreciable progress in terms of recovery performance in the NPAs
of Indian Bank

SUGGESTIONS

Indian bank has realized that a higher level of Non Performing Assets in their credit portfolio is dangerous and will affect on their profitability which is already
under strain. Quality of loan assets is the most important factor for the basic viability of the banking system. Lower level of Non Performing assets helps the
Indian bank in consolidating their position and gives credence to efficiency of the management. Indian bank can control this problem of reducing the Non
Performing Assets taking two measures namely;

1. Preventive Measures

2. Corrective Measures

1. PREVENTIVE MEASURES

It is required to arrest the fresh inflow of Non Performing Assets. Indian bank need to ensure that only genuine proposals are accepted and projects having
inherited weakness are to be rejected at the first instances. It needs to upgrade the credit appraisal skills which are highly inadequate. Economic viability,
technical feasibility, quality of management and financial position of the borrower should be evaluated properly. Pre — credit and post — credit appraisals are to
be done by Indian bank more objectively. Close monitoring of borrower accounts, site visits, factory visits, etc are to be done regularly. Rehabilitation of viable
sick units is essential. Consultancy and technical services must be provided to the borrower units wherever necessary.

2. CORRECTIVE MEASURES

Corrective measures are required to recover the money out of assets, which have already fallen into NPA category. Normally, after sanctioning and
disbursement of loans the bank should have an effective follow-up, monitoring and supervision over the credit. Indian Bank is necessary to adopt proper credit
monitoring mechanism, with periodical inspection of the units along with regular flow of information from them pertaining to their financial liquidity, annual
accounts, stock reports, etc., comparative risk analysis and compliance of terms and conditions of sanction. Indian Bank is needed to make sincere efforts to
recover the amount from assets which have already slipped into NPAs category. Further, the following strategies have successfully been tried by Indian bank in
bringing down the Non Performing Assets:

LEGAL MEASURES

The following are the important tribunals, committees and agencies for recovering the Non Performing Assets initiated by Reserve Bank of India.

a.  Debt recovery Tribunals (DRT)

b.  Corporate Debt Restructuring (CDR)

c.  Asset Reconstruction Company India Limited (ARCIL)

d.  Credit Information Bureau (CIB)

e. Lokadalats

f. Securitization and Reconstruction of Financial Assets and Enforcement of Security Interest Act, 2002

Indian Bank is maintaining a proper database of their NPA portfolio on well — designed formats to provide meaningful inferences which would help them in
evolving effecting strategies as well as account specific action plans for reduction in Non Performing Assets.

CONCULSION

Non Performing Assets have been a big worry for the banks in India. It is just not a problem for the banks; they are bad for the economy too. The money locked
up in Non Performing Assets is not available for productive use and hence they have an adverse effect on banks’ profitability. If the bank could reduce the cost
of Non Performing Assets, cost will reduce and the profit and return on equity and assets will increase. It is not possible to eliminate totally the Non Performing
Assets in the banking business but can only be minimized. It is always wise to follow the proper policy appraisal, supervision and follow up of advances to avoid
creation of Non Performing Assets. The banks should take steps for reducing present non performing assets, but necessary precaution should also be taken to
avoid future Non Performing Assets.

The banking industry is facing yet another period of change, perhaps greater than the one experienced in the immediate past and there is no doubt that Indian
Bank has to manage its function successfully and skillfully during the present era, replete with significant economic, competitive and technological challenges in
order to improve its deposits, advances, profitability and to reduce the Non Performing Assets.
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ANNEXURE

IMPACT OF NON PERFORMING ASSETS
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NPAs do not generate income

They require provisioning

*  Borrowing cost of resources locked in Non Performing
Assets

% Opportunity loss due to Non recycling of funds

% 100% risk weight on net NPAs for CRAR

NPAs
IMPACT
% Capital gets blocked in NPAs «  Administration and recovery costs of Non
%  Utilized capital in performing assets does not generate Performing Assets
sufficient income to sustain the capital locked in NPAs % Legal Costs
% Recanitalization bv Government comes with strings % Adverse effect on employee morale and
decision making
GROSS NPAs TO TOTAL ASSETS
TABLE -1 Amount (Rs.in Crores)
YEAR GROSS NPAs || TOTAL ASSETS || RATIO
2000 - 2001 || 2359.07 26640.54 8.86
2001 - 2002 || 2175.35 30262.93 7.19
2002 - 2003 || 1629.82 35375.22 4.61
2003 - 2004 || 1191.78 39154.07 3.04
2004 - 2005 |[ 748.35 43860.71 1.71
2005 - 2006 |[ 668.99 47635.27 1.40
2006 - 2007 |[ 545.81 56148.64 0.97
2007 - 2008 |[ 486.87 70507.68 0.69
2008 - 2009 |[ 459.18 84121.74 0.55
2009 - 2010 |f 510.11 101389.31 0.50
TOTAL 10775.33 535096.11 29.52
MEAN 1077.533 53509.611 2.95
Source: Indian Bank, Annual Report
NET NPAs TO TOTAL ASSETS
TABLE — Il Amount (Rs.in Crores)
YEAR NET NPAs || TOTAL ASSETS || RATIO
2000 - 2001 || 949.93 26640.54 3.57
2001 - 2002 || 903.58 30262.93 2.99
2002 - 2003 || 754.95 35375.22 2.13
2003 - 2004 || 383.21 39154.07 0.98
2004 - 2005 || 247.42 43860.71 0.56
2005 - 2006 || 176.66 47635.27 0.37
2006 - 2007 || 102.13 56148.64 0.18
2007 - 2008 || 97.59 70507.68 0.14
2008 - 2009 || 93.81 84121.74 0.11
2009 - 2010 || 144.93 101389.31 0.14
TOTAL 3854.21 535096.11 11.17
MEAN 385.421 53509.611 1.12

Source: Indian Bank, Annual Report
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GROSS NPAs TO TOAL ADVANCES
TABLE -1V Amount (Rs.in Crores)

YEAR GROSS NPAs || TOTAL ADVANCES (| RATIO
2000 -2001 || 2359.07 9433.90 25.01
2001 -2002 || 2175.35 10908.35 19.94
2002 —2003 || 1629.82 12274.98 13.28
2003 -2004 || 1191.78 14126.07 8.44
2004 — 2005 || 748.35 18380.09 4.07
2005 — 2006 || 668.99 22484.63 2.98
2006 — 2007 || 545.81 29058.11 1.88
2007 — 2008 || 486.87 39838.71 1.22
2008 — 2009 || 459.18 51465.27 0.89
2009 -2010 || 510.11 59480.79 0.86
TOTAL 10775.33 267450.90 78.56
MEAN 1077.533 26745.09 7.86

Source: Indian Bank, Annual Report

NET NPAs TO TOTAL ADVANCES
TABLE — V Amount (Rs.in Crores)

YEAR NET NPAs |[ TOTAL ADVANCES || RATIO
2000 - 2001 |f 949.93 9433.90 10.07
2001 - 2002 |f 903.58 10908.35 8.28
2002 - 2003 |f 754.95 12274.98 6.15
2003 - 2004 |f 383.21 14126.07 2.71
2004 - 2005 || 247.42 18380.09 1.35
2005 - 2006 || 176.66 22484.63 0.79
2006 - 2007 |f 102.13 29058.11 0.35
2007 - 2008 |[ 97.59 39838.71 0.24
2008 - 2009 |[ 93.81 51465.27 0.18
2009 - 2010 |[ 144.93 59480.79 0.24
TOTAL 3854.21 267450.90 30.37
MEAN 385.421 26745.09 3.04

Source: Indian Bank, Annual Report

NET PROFIT TO GROSS NPAs
TABLE-VI  Amount (Rs.in Crores)

YEAR NET PROFIT || GROSS NPAs || RATIO
2000 - 2001 || -274.01 2359.07 =

2001 -2002 || 33.22 2175.35 1.53
2002 - 2003 || 188.83 1629.82 11.59
2003 - 2004 || 405.75 1191.78 34.05
2004 - 2005 || 408.49 748.35 54.59
2005 - 2006 || 504.48 668.99 75.41
2006 - 2007 || 759.77 545.81 139.20
2007 - 2008 || 1008.74 486.87 207.19
2008 - 2009 || 1245.32 459.18 271.21
2009 - 2010 || 1554.98 510.11 304.83
TOTAL 5835.57 10775.33 1009.6
MEAN 583.557 1077.533 100.96

Source: Indian Bank, Annual Report

NET PROFIT TO NET NPAs

TABLE - VII Amount (Rs.in Crores)
YEAR NET PROFIT || NET NPAs || RATIO
2000 - 2001 || -274.01 949.93 -

2001 - 2002 || 33.22 903.58 3.68
2002 - 2003 || 188.83 754.95 25.01
2003 - 2004 || 405.75 383.21 105.88
2004 - 2005 || 408.49 247.42 165.10
2005 - 2006 || 504.48 176.66 285.57
2006 - 2007 || 759.77 102.13 743.92
2007 - 2008 || 1008.74 97.59 1033.65
2008 - 2009 ([ 1245.32 93.81 1327.49
2009 - 2010 ([ 1554.98 144.93 1072.92
TOTAL 5835.57 3854.21 4763.22
MEAN 583.557 385.421 476.32

Source: Indian Bank, Annual Report
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PROVISIONS FOR NPAs

TABLE - VIII Amount (Rs.in Crores)
YEAR GROSS NPAs || PROVISIONS || NET NPAs
2000 - 2001 [ 2359.07 1409.14 949.93
2001 - 2002 [ 2175.35 1271.77 903.58
2002 - 2003 [ 1629.82 874.87 754.95
2003 - 2004 |[ 1191.78 808.57 383.21
2004 - 2005 |[ 748.35 500.93 247.42
2005 - 2006 [ 668.99 492.33 176.66
2006 - 2007 |[ 545.81 443.68 102.13
2007 - 2008 || 486.87 389.28 97.59
2008 - 2009 |[ 459.18 365.37 93.81
2009 - 2010 [ 510.11 365.18 144.93
TOTAL 10775.33 6921.12 3854.21
MEAN 1077.533 692.112 385.421
Source: Indian Bank, Annual Report
MOVEMENT OF GROSS NPAs
TABLE-IX Amount (Rs.in Crores)
YEAR OPENING BALANCE ([ ADDITIONS || DEDUCTIONS || GROSS NPAs
2000 - 2001 |[ 3354.57 399.81 1395.31 2359.07
2001 - 2002 [ 2359.07 377.63 561.35 2175.35
2002 - 2003 |f 2175.35 244.85 790.38 1629.82
2003 - 2004 [ 1629.82 221.71 659.75 1191.78
2004 - 2005 |[ 1191.78 227.54 670.97 748.35
2005 - 2006 |[ 748.35 191.58 270.94 668.99
2006 - 2007 || 668.99 172.07 295.25 545.81
2007 - 2008 [ 545.81 443,71 502.65 486.87
2008 - 2009 |[ 486.87 228.93 256.62 459.18
2009 - 2010 |[ 459.18 586.19 535.27 510.11
TOTAL 13619.79 3094.02 5848.49 10775.33
MEAN 1361.979 309.402 584.849 1077.533
Source: Indian Bank, Annual Report
RECOVERY OF NON PERFORMING ASSETS
TABLE — X Amount (Rs.in Crores)
YEAR RECOVERY OF NON PERFORMING ASSETS | INCREASE || DECREASE
2000 - 2001 | 549.00 - -
2001 - 2002 | 284.02 - 264.98
2002 - 2003 | 280.59 - 3.43
2003 - 2004 | 320.22 39.63 -
2004 - 2005 | 311.58 - 8.64
2005 - 2006 | 418.20 106.62 -
2006 - 2007 | 653.50 235.30 -
2007 - 2008 | 575.38 - 78.12
2008 - 2009 | 487.10 - 88.28
2009 - 2010 | 587.48 100.38 -
TOTAL 4467.07 481.93 443.45
MEAN 446.707 48.193 44.345
Source: Indian Bank, Annual Report
TABLE — I: COST OF NON PERFORMING ASSETS Amount (Rs.in Crores)
YEAR TOTAL GROSS GROSS NPA 5% OF MAINTENANCE COST OPPORTUNITY COST AT BANK RATE TOTAL
ADVANCES NPAs TOTAL ADVANCES @11% P.A COMPOUNDED WITH QUARTELY RESTS 7% LOSS
P.A
2000 - 2001 | 9433.90 2359.07 117.95 12.97 8.25 21.22
2001 - 2002 | 10908.35 2175.35 108.77 11.96 7.61 19.57
2002 - 2003 | 12274.98 1629.82 81.49 8.96 5.71 14.67
2003 - 2004 | 14126.07 1191.78 59.59 6.55 4.17 10.72
2004 - 2005 | 18380.09 748.35 37.42 4.12 2.62 6.74
2005 - 2006 | 22484.63 668.99 33.45 3.68 2.34 6.02
2006 - 2007 | 29058.11 545.81 27.29 3.00 1.91 491
2007 - 2008 | 39838.71 486.87 24.34 2.68 1.71 4.39
2008 - 2009 | 51465.27 459.18 22.96 2.53 1.61 4.14
2009 - 2010 | 59480.79 510.11 25.51 2.81 1.78 4.59
TOTAL 267450.90 1077533 || 538.77 59.26 37.71 96.97
MEAN 26745.09 1077.533 53.87665 5.9264315 3.771 9.6974315
Source: Indian bank, Annual report
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