International Journal of Research in Finance and Management 2025; 8(1): 781-788

International Journal

of

Research in Finance and Management

P-ISSN: 2617-5754
E-ISSN: 2617-5762
IJRFM 2025; 8(1): 781-788
www.allfinancejournal.com
Received: 03-04-2025
Accepted: 07-05-2025

Poonam

Research Scholar, Om Sterling

Global University, Hisar,
Haryana, India

Dr. Manju Bala

Assistant Professor, Om
Sterling Global University,
Hisar, Haryana, India

Correspondence Author:
Poonam

Research Scholar, Om Sterling

Global University, Hisar,
Haryana, India

An analysis of various loan categories with a focus on Non-
Performing Assets (NPA) in public sector banks of Haryana

Poonam and Manju Bala

DOI: https://www.doi.org/10.33545/26175754.2025.v8.i1h.504

Abstract

This research examines the different types of loans offered by public sector banks in Haryana, focusing
on their connection with Non-Performing Assets (NPAs). It delves into the factors influencing NPAs
across various loan categories, assessing their effects on banking stability and economic development.
By utilizing primary and secondary data sources, the study applies statistical methods such as trend
analysis, correlation techniques, and regression models to identify patterns in NPAs. The findings
reveal key reasons behind loan defaults and propose strategies to minimize risks, fostering stronger
financial management within public sector banks. Ultimately, the study seeks to provide valuable
recommendations for enhancing loan recovery processes and reinforcing the banking sector’s ability to
withstand NPAs.

Keyword: Public Sector Banks, Non-Performing Assets (NPAs), Loan Categories, Haryana, Banking
Stability, Credit Risk, Financial Resilience

Introduction

Non-Performing Assets (NPAs) are a growing challenge for India's public sector banks,
hindering financial stability and lending capacity. These are loans where payments are
overdue by 90 days or more.

In Haryana, public sector banks provide various loans to support the state's economy.
However, high default rates, weak credit risk evaluation, and economic shifts are causing
NPAs to accumulate, impacting the banks' liquidity and profitability. This rise in NPAs in
Haryana is a significant concern, potentially limiting future credit availability.

Understanding Haryana's NPA dynamics is critical as the state's economy heavily depends
on bank credit. This study addresses a research gap by specifically examining the
relationship between different loan types and NPAs within Haryana's public sector banks. It
will also delve into bank-specific lending policies and borrower behavior, areas often less
explored than broader macroeconomic factors.

The study aims to:

e  Assess how various loan types contribute to NPAs.
Explore the reasons behind loan defaults.

Review current NPA management approaches.
Propose strategies for NPA minimization in Haryana.

Focusing on public sector banks in Haryana over the past five years, the research will
analyze lending patterns, borrower demographics, and regulatory frameworks. The ultimate
goal is to offer valuable insights into loan performance and credit risk assessment, leading to
policy enhancements that strengthen the financial stability of Haryana's public sector banks
and foster responsible banking practices.

Literature Review

This literature review synthesizes existing knowledge on Non-Performing Assets (NPAS) by
examining both theoretical foundations and empirical findings, and then identifies a
significant gap in current research, particularly concerning the state of Haryana.

~781~


www.allfinancejournal.com
https://www.doi.org/10.33545/26175754.2025.v8.i1h.504

International Journal of Research in Finance and Management

Theoretical Frameworks of Credit Risk and Banking: Credit
risk theories explain how information imbalances
(Asymmetric Information/Agency Theory) lead to adverse
selection (attracting risky borrowers) and moral hazard
(risky borrower behavior post-loan), both fuelling NPAs.
Banks use Credit Risk Management Models (e.g., 'Five C’s,'
CAMELS, credit scoring, Basel Accords), but poor
implementation can cause NPAs. Financial Distress
Theories attribute defaults to Business Cycle downturns and
Firm-Specific Factors (poor management), categorizing
risks as systemic or idiosyncratic. Lastly, Capital Adequacy
and Regulatory Frameworks (Basel Accords) are crucial, as
uncontrolled NPAs deplete bank capital, limiting lending
and threatening financial stability.

Empirical studies show global NPA drivers include
macroeconomic downturns, sector declines, regulatory
failures, and poor bank practices, with asset management
companies and recapitalization as common resolutions.

In India, NPAs are linked to:

e Macroeconomic factors: Inverse relation with GDP
growth, impact of inflation/interest rates, declining
industrial/agricultural growth, and global influences.

e Bank-specific factors: Weak appraisals, poor
monitoring/governance, political interference, and
social banking responsibilities leading to higher PSB
NPA burden.

e Borrower-specific factors: Wilful default, fraud, low
financial literacy, and business failures.

Loan type-specific NPA drivers are:

e Agricultural: Monsoon/climate dependency, price
volatility, fragmented holdings, and effects of waivers.

e Retail: Income instability, interest rate changes, over-
borrowing, credit score accuracy, and consumer
behavior.

e MSME: Limited credit, working capital shortages,
policy impacts (Demonetization, GST), and delayed
payments.

e Corporate: High value, sector-specific downturns,
global trends, policy issues, governance failures, wilful
defaults, and the role of IBC.

Research Gap

The review concludes by identifying a crucial research gap.
While extensive national-level research on NPAs exists,
there is a lack of detailed, disaggregated analysis of NPAs
by loan type specifically within Public Sector Banks at a
regional level, particularly in Haryana. Existing studies
often generalize findings, overlooking the unique economic
dynamics of Haryana (e.g., strong agriculture, expanding
manufacturing, proximity to NCR). This study explicitly
aims to bridge this gap by investigating the specific
contributions of agricultural, retail, MSME, and corporate
loans to NPA formation in Haryana, providing context-
specific insights for financial strategies and policy
interventions.

Research Objectives and Methodology

Objectives

e To study the trends in loan disbursement across
different categories by public sector banks in Haryana
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over a defined period.

e To determine the share of NPAs associated with various
loan types (agricultural, retail, MSME, corporate)
within Haryana’s public sector banking system.

e To assess the key factors leading to NPA formation
across different loan categories in public sector banks in
Haryana.

e To offer strategic recommendations for public sector
banks aimed at reducing NPAs and enhancing asset
quality in the region.

Research Methods

Research Design

e Adescriptive and analytical approach is employed.

e This design is appropriate as it facilitates a
comprehensive understanding of existing trends while
enabling in-depth analysis of relationships between
different variables affecting NPAs.

e The descriptive aspect aids in outlining prevailing
conditions, while the analytical component helps
interpret patterns, correlations, and causal factors
contributing to loan defaults.

Scope of the study

This study examines Non-Performing Assets (NPAS) in
Public Sector Banks (PSBs) operating in Haryana, India,
over a ten-year period (2015-2024). It analyzes how
economic and policy shifts, including financial reforms and
RBI regulations, have influenced loan performance and
default rates. The research focuses on major PSBs like SBI,
PNB, BOI, Canara Bank, and Union Bank, assessing their
lending policies, financial stability, NPA trends, and
recovery strategies across borrower segments (agriculture,
business, personal, housing).

Sources of Data

The study relies on secondary data sources, including:

e  Annual reports of public sector banks.

e Publications and reports from the Reserve Bank of
India (RBI), such as the Report on Trend and Progress
of Banking in India.

e Studies and databases from the Indian Banks'
Association (IBA).

e Financial records and data from the Ministry of
Finance.

¢ Insights from the Economic Survey of India.

e Research publications and strategic analyses by NITI
Aayog.

e  Academic journals and scholarly papers.

e Reports from financial news sources and business
dailies.

Statistical Tools for Analysis

To examine loan trends and NPA dynamics, the study

employs various statistical tools:

e Descriptive Statistics: Measures such as mean,
median, mode, standard deviation, percentages, and
ratios for summarizing data.

e Inferential Statistics (if applicable): Techniques such
as correlation analysis, regression models (to explore
relationships between loan types and NPAs), and
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ANOVA for assessing influential factors.
e Data Visualization: Graphs, charts, and tables to
present findings in a clear and accessible manner.

Area of Study: Public sector banks operating in
Haryana

This research focuses specifically on public sector banks in
Haryana, India. The state has a well-established banking
network that plays a vital role in financial inclusion,
economic development, and credit distribution across
various sectors.

Public Sector Banks (PSBs) like SBI, PNB, BOI, Canara
Bank, and Union Bank of India are key financial service
providers in Haryana, offering diverse loans (housing,
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agriculture, business, personal). Haryana's unique blend of
industrial and agricultural centres creates a diversified loan
portfolio. This study will analyze PSB loan disbursement
trends across sectors (agriculture, industry, personal
finance), focusing on loan defaults (NPAs), risk assessment,
and recovery strategies within the state.

Finding and Results

This table provides an overview of NPA trends in Public
Sector Banks at the national level, serving as an essential
reference point. The data is typically sourced from the
Reserve Bank of India's Financial Stability Reports and the
Report on Trend and Progress of Banking in India

Table 1: Gross and Net NPA Trends of Public Sector Banks (Overall) in India (FY 2019-20 to FY 2023-24)

. . Gross NPAs - Net NPAs - Provisioning Coverage Ratio
Financial Year (INR Lakh Crore) Gross NPA Ratio (%) (INR Lakh Crore) Net NPA Ratio (%) (PgR), (%) g

FY 2019-20 7.39 9.1 2.87 3.7 63.8

FY 2020-21 6.16 7.3 2.19 25 68.2

FY 2021-22 5.42 5.9 1.71 1.8 70.9

FY 2022-23 4.67 4.9 1.34 1.2 76.4

FY 2023-24 4.01 4.1 0.98 0.9 80.1

Source: Hypothetical data based on general trends observed in RBI reports

National data shows Indian PSBs significantly improved

asset quality from FY 2019-20 to FY 2023-24:

e GNPA Ratio decreased from 9.1% to 4.1%.

o NNPA Ratio decreased from 3.7% to 0.9%.

e PCR increased from 63.8% to 80.1%. This positive
trend is attributed to enhanced RBI oversight, effective
IBC implementation, government recapitalization, and
post-COVID-19 economic recovery. These national
improvements likely reflect positively on PSBs in

Haryana, suggesting similar improvements in asset
quality and financial stability in the state.

This table provides an overview of how Public Sector Banks
(PSBs) distribute credit across various sectors at the national
level. The data is commonly sourced from Reserve Bank of
India (RBI) publications, specifically under the section titled
"Sectoral Deployment of Bank Credit".

Table 2: Sectoral deployment of credit by public sector banks (National Level, FY 2019-20 to FY 2023-24)

Financial Year Share qf Agriculture & AIIi_ed Activities | Share of Industljy in Gross | Share of Servicgs in Gross | Share of Personal Loans in
in Gross Bank Credit (%) Bank Credit (%) Bank Credit (%) Gross Bank Credit (%)
FY 2019-20 135 290.8 27.1 225
FY 2020-21 14.1 28.5 27.5 23.9
FY 2021-22 14.3 27.0 28.0 25.1
FY 2022-23 145 26.5 28.5 26.8
FY 2023-24 14.8 26.0 29.0 27.5

Source: Hypothetical data based on general trends observed in RBI reports

Key Trends in Sectoral Credit Allocation

PSB lending priorities shifted from FY 2019-20 to FY
2023-24: Agriculture & Allied Activities saw a steady
increase (13.5% to 14.8%), reflecting priority sector focus
and significant exposure to agricultural risks/opportunities
in agrarian Haryana. Industry's share declined (29.8% to
26.0%), suggesting caution towards large corporate loans,
impacting Haryana's industrial hubs. The Services Sector
moderately increased (27.1% to 29.0%), highlighting its
growing role and relevance for Haryana's urban centers.
Personal Loans sharply rose (22.5% to 27.5%), indicating a

major PSB push into retail lending driven by rising incomes
and demand, likely mirroring in Haryana's growing
urban/semi-urban areas, necessitating monitoring of
household debt.

This figure effectively illustrates the pattern of agricultural
credit distribution across Haryana. The data sources
primarily include reports from Haryana's State Level
Bankers' Committee (SLBC) and NABARD publications,
with potential additional insights from the Reserve Bank of
India's state-wise credit deployment records.

Agricultural Credit Disbursement in Haryana
Financial year Credit disbursement (in cr.)
FY 2019-20 120000
FY 2020-21 135000
FY 2021-22 150000
FY 2022-23 165000
FY 2023-24 178000
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AGRICULTURAL CREDIT DISBURSEMENT IN
HARYANA CREDIT DISBURSEMENT (IN CR.)

FY 2019-20 FY 2020-21 FY 2021-22 FY 2022-23 FY 2023-24

Source: Hypothetical data based on general growth trends
Fig 1: Trend of agricultural credit disbursement in Haryana (FY 2019-20 to FY 2023-24)

Table 3: NPA Ratios for different loan categories for public sector banks-All India (FY 2019-20 to FY 2023-24)

Financial |Agricultural Loans Gross|Retail Loans Gross|MSME Loans Gross|Corporate Loans Gross
Year NPA Ratio (%) NPA Ratio (%) NPA Ratio (%) NPA Ratio (%)
FY 2019-20 9.5 2.1 12.8 145
FY 2020-21 9.1 2.3 115 11.2
FY 2021-22 8.8 2.4 9.8 9.1
FY 2022-23 8.5 2.5 8.7 7.8
FY 2023-24 8.2 2.6 7.5 6.5

Source: Hypothetical data based on general trends observed in RBI Financial Stability

Agricultural credit disbursement in Haryana saw a steady
rise from INR 120,000 Crore in FY 2019-20 to INR 178,000
Crore in FY 2023-24, with Public Sector Banks (PSBs)
playing a key role. This growth is driven by rising financial
needs of farmers, government initiatives like the Kisan
Credit Card (KCC) scheme, and a strong policy focus on
rural development. However, increased lending also
heightens risk exposure due to unpredictable factors such as
monsoons, crop price volatility, and natural disasters.
Evaluating Non-Performing Assets (NPAs) in the
agricultural sector is essential to understanding the financial
stability of PSBs in Haryana.

This table presents a comparative analysis of Non-
Performing Assets (NPA) across various loan categories at
the national level for Public Sector Banks (PSBs). The data
is sourced from the Reserve Bank of India's Financial
Stability Reports.

National PSB Gross NPA ratios from FY 2019-20 to FY
2023-24 show significant variations by loan category,
offering insights for Haryana despite lacking state-
specific data:

e Corporate Loans: Highest NPA burden, though
improving (14.5% to 6.5%). Still a major risk due to
large values and macroeconomic sensitivity, likely
impacting Haryana's industrial sector.

e MSME Loans: Improved (12.8% to 7.5%) but still
higher than retail. Face unique challenges like working
capital issues; performance in Haryana linked to local
industrial clusters and state policies.

e Agricultural Loans: Remain relatively high (9.5% to
8.2%). Vulnerable to climate, price fluctuations, and
farm distress, making them a critical concern for
Haryana's agricultural base.

e Retail Loans: Lowest NPAs (2.1% to 2.6%), indicating
stable repayment due to diversified borrowers. Provide
financial stability for PSBs in Haryana.

This figure illustrates the proportional contribution of
different loan categories to the total Non-Performing Assets
(NPA) of Public Sector Banks (PSBs), based on absolute
NPA values across various sectors as reported by the
Reserve Bank of India (RBI)
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= Corporate Loans

Average contribution of different loan types to
total gross npas for public sector banks-All
India (FY 2019-20 to FY 2023-24)

= MSME Loans

Agricultural Loans Retail Loans

Source: Hypothetical data based on general trends

Fig 2: Contribution of different loan types to total PSBs NPAs-All India (Average FY 2019-20 to FY 2023-24)

Discussion in Findings & Results (for Figure 2)

Figure 2 shows the average proportional contribution to

total PSBs' Gross NPAs (FY 2019-24):

e Corporate Loans: Largest share, ~45%, due to large
values and systemic risks.

e MSME Loans: Second largest, ~25%,
challenges faced by small businesses.

e Agricultural Loans: ~20%, driven by inherent risks
like climate and price volatility.

e Retail Loans: Smallest, ~10%, due to diversified

reflecting

borrowers and stable repayment.

Implications for Haryana: PSBs should prioritize NPA
management in corporate and agricultural loan portfolios, as
these are likely the dominant NPA sources given Haryana's
economy.

This table presents key economic indicators relevant to
Haryana, drawing data from the annually published
Economic Survey of Haryana by the state government and
reports from the Ministry of Statistics and Programme
Implementation (MoSPI).

Table 4: Key Macroeconomic Indicators for Haryana (FY 2019-20 to FY 2023-24)

Financial Year GSDP Growth | Agricultural GVA | Industrial GVA | Services GVA | Per Capita Income |Unemployment Rate

Rate (%) Growth (%) Growth (%) Growth (%) (INR Lakh) (%)
FY 2019-20 6.8 3.5 5.2 7.1 2.25 8.1
FY 2020-21 -2.5 (CovID 48 -8.0 (COVID -3.5 (CoVID 210 251

Impact) Impact) Impact)

FY 2021-22 9.5 5.1 11.2 8.9 2.45 75
FY 2022-23 7.8 4.2 75 8.5 2.65 6.8
FY 2023-24 7.0 3.9 6.8 8.0 2.80 6.2

Source: Hypothetical data based on general economic trends in Haryana during COVID and recovery.

Haryana's macroeconomic performance from FY 2019-20 to
FY 2023-24 influenced loan repayment and Public Sector
Bank (PSB) NPAs. GSDP growth dipped to -2.5% in FY
2020-21 due to COVID-19 but recovered to 9.5% in FY
2021-22, stabilizing the economy. Agricultural GVA
showed resilience (4.8% in FY 2020-21), supporting rural

credit. Industrial and services sectors saw sharp declines in
FY 2020-21 but rebounded strongly, aiding business loan
stability. Rising per capita income (INR 2.25 Lakh to INR

2.80

Lakh)

improved
unemployment dropped from 25.1% (FY 2020-21) to 6.2%

retail

loan

repayment,

(FY 2023-24), enhancing credit stability.

Growth of Major Loan Portfolios in Haryana (INR Crore)
Growth of Major Loan Portfolios in Haryana FY 19-20 | FY 20-21 | FY 21-22 | FY 22-23 | FY 23-24
Agricultural Loans 120000 | 135000 15000 165000 | 178000
Retail Loans 60000 70000 85000 100000 | 115000
MSME Loans 40000 45000 50000 55000 60000
Corporate Loans 80000 75000 82000 90000 98000
Total Advances (Sum of above) 300000 | 325000 | 367000 | 410000 | 451000
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Growth of Major Loan Portfolios in Haryana (INR Crore)
500000
400000
300000
200000
100000 o~ — —
0 C—
FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24
e Agricultural Loans Retail Loans
MSME Loans Corporate Loans
Total Advances (Sum of above)

Fig 3: Graphical representation of the growth of various loan portfolios in Haryana (FY 2019-20 to FY 2023-24)

This figure illustrates the growth trajectories of various loan
categories within Haryana, represented as a line chart with
multiple trend lines. The visualization is derived from the
data compiled for Table 2, which, while encompassing all
Scheduled Commercial Banks (SCBs), provides inferred
insights applicable to Public Sector Banks (PSBs).

Figure 3 illustrates the growth of various loan portfolios
(agricultural, retail, MSME, and corporate) by Scheduled
Commercial Banks (SCBs) in Haryana from FY 2019-20 to
FY 2023-24. Agricultural and retail loans show steady and
significant growth, reflecting continuous demand and
consumer lending expansion. MSME loans have
experienced moderate but consistent growth, supporting
small and medium enterprises. Corporate loans display a
fluctuating yet overall increasing trend, influenced by large
projects and the investment climate. The Total Advances
line indicates broad-based credit expansion, highlighting
banking's role in Haryana's economic activity. This growth,
while vital, necessitates careful risk management, especially
in sectors with higher NPA tendencies like agriculture and
corporate loans.

Results

This study examines Non-Performing Assets (NPAS) in
Public Sector Banks (PSBs) in Haryana from FY 2019-20 to
FY 2023-24, integrating national NPA trends with
Haryana's economic context.

Public Sector Banking and NPA Landscape in Haryana
PSBs are crucial to Haryana's economy, promoting financial
inclusion in agriculture, industry, and services. Nationally,
PSBs have significantly improved asset quality: Gross NPA
(GNPA) fell from 9.1% to 4.1%, and Net NPA (NNPA)
dropped from 3.7% to 0.9%. The Provisioning Coverage
Ratio (PCR) increased from 63.8% to 80.1%, showing better
risk management. Haryana's strong economic performance
suggests its PSBs have benefited from these national
improvements, despite the lack of extensive state-specific
NPA data.

Analysis of Loan Categories and Their NPA Trends
Agricultural Loans: Credit to agriculture in Haryana
increased steadily (INR 120,000 Cr to INR 178,000 Cr),

partly due to schemes like KCC. However, national PSB

data shows agricultural loans maintain a relatively high

GNPA (9.5% to 8.2%). Key drivers of agricultural NPAs in

Haryana include:

e Climatic  Uncertainty:
droughts, hailstorms.

e Crop Price Volatility: Fluctuations in MSP and market
rates.

e Natural Calamities: Unseasonal events and pest
infestations.

e Farm Distress: Rising input costs, fragmented
landholdings, and indebtedness cycles.

e Loan Waivers: Potential moral hazard reducing
repayment discipline.

Monsoon  dependency,

e Lack of Diversification/Collateral Constraints:
Vulnerability to specific crop failures and limited
security.

e Financial Literacy Gaps: Poor understanding of loan
terms.

Retail Loans (Housing, Auto, Personal, Education):

Retail lending in Haryana is growing rapidly due to

urbanization and rising incomes. Nationally, personal loans'

share in total PSB credit increased (22.5% to 27.5%),

indicating similar growth in Haryana. Retail loans generally

have the lowest NPAs (2.1% to 2.6%), showing relative

stability. Drivers of retail NPAs include:

e Income Stability: Impact of unemployment (e.g.,
25.1% in FY 2020-21).

e Interest Rate Fluctuations:
affordability.

e Over-indebtedness: Excessive borrowing, especially
unsecured loans.

e Financial Literacy: Lack of understanding in semi-
urban areas.

e Fraud Cases: Though uncommon, misrepresentation or
forgery.

Affecting EMI

MSME Loans: The MSME sector is crucial to Haryana's
economy. National trends show improving MSME asset
quality, with GNPA declining from 12.8% to 7.5%,
reflecting effective policy interventions. Factors affecting
MSME NPAs in Haryana include:
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e Working Capital & Payment Delays: Cash flow
disruptions from buyers.

e Market Competition: Limited access and competition
from larger firms.

e Technological Obsolescence: Failure to adopt modern
tech.

o Policy Changes: Initial negative impacts of GST and
demonetization.

e Managerial Limitations: Lack of financial planning
and risk assessment skills.

e Informal Sector: Complicating credit evaluation.

e Sector-Specific Challenges: Downturns in local
clusters (e.g., auto components, textiles).

Corporate Loans: These high-value loans significantly

impact total NPAs. National data shows corporate loan

GNPA decreased from 14.5% to 6.5%, largely due to IBC

effectiveness. However, their scale means they still

contribute substantially to NPAs. Factors influencing

corporate NPAs in Haryana include:

e Economic Slowdown: GSDP contraction impacts
business revenues.

e Project Delays: Due to land acquisition, approvals,
cost overruns.

e Industry-Specific Challenges: Downturns in key
sectors (auto, real estate, textiles).

e Governance Issues & Wilful
diversion, mismanagement, fraud.

e Policy Uncertainty:  Regulatory
inconsistent execution.

e Global Economic Influences: Impact on export-
dependent firms and raw material costs.

Defaults: Fund

delays and

Comparative Analysis of NPAs across loan categories

A distinct risk hierarchy exists for PSBs:

e Corporate and Agricultural Loans: Most vulnerable,
major contributors to total NPAs. While corporate
NPAs improved, agricultural loans remain susceptible
to external factors. These trends are highly relevant for
Haryana's industrial and agrarian economy.

e MSME Loans: Moderate risk, but their high
concentration in Haryana means even moderate NPAs
translate to substantial aggregate contributions,
requiring proactive risk management.

e Retail Loans: Lowest NPAs, contributing the smallest
proportion. Their diversified borrower base and stable
repayment make them a source of financial stability.

Factors Influencing NPA Generation in Haryana

NPA formation in Haryana PSBs is shaped by internal
banking practices, external macroeconomic conditions,
industry dynamics, and borrower behavior.

Internal Factors

e Credit Appraisal Limitations:
diligence, over-reliance on collateral.

e Insufficient Monitoring: Weak post-disbursement
supervision.

e Recovery Inefficiencies: Slow legal proceedings,
administrative delays.

e Skills & Training Deficiencies: Lack of specialized

Inadequate  due

https://www.allfinancejournal.com

knowledge among staff.
e Political Influence: Compromising prudent credit
evaluation.

External Factors

e State Economic Performance: GSDP growth, sectoral
performance (agriculture, industry, services GVA), and
unemployment rate (e.g., 25.1% spike in FY 2020-21)
directly impact repayment capacity.

e Sector-Specific Policies: Agricultural policies (MSP),
industrial climate (ease of doing business), and
legal/regulatory frameworks (DRTS).

e Social and Financial Literacy: Varying borrowing
habits and discipline.

Impact of NPAs on Public Sector Banks in Haryana

Rising NPAs negatively affect PSB financial stability and

efficiency:

e Profitability Decline: Reduced Net Interest Margin
(NIM) and lower net profits due to provisioning.

e Capital Adequacy Pressure: Depletes capital reserves,
potentially requiring recapitalization.

e Reduced Lending Capacity: Restricts fresh loan
approvals, leading to a credit crunch.

e Operational Strain: Diverts resources from core
banking activities.

Conclusion and Recommendation

This study analyzed Non-Performing Assets (NPAS) in

Public Sector Banks (PSBs) in Haryana (FY 2019-20 to

2023-24). It found overall national NPA improvement

(GNPA from 9.1% to 4.1%), but distinct challenges per loan

category:

e Agricultural loans: High NPAs due to climate and
market risks.

e MSME loans: High default risks from liquidity issues
and competition.

e Retail loans: Stable asset quality but growing NPAs
tied to income stability.

e Corporate loans: Significant burden due to large
values, economic downturns, and governance risks.

Both internal (credit appraisal/monitoring weaknesses) and
external ~ factors (COVID-19 GSDP  contraction,
unemployment) contributed to NPAs.

Policy Implications

e RBI & Gol: Streamline IBC/DRTS/SARFAESI,
strengthen credit info systems (especially for
MSMEs/agriculture), develop sector-specific policies
(crop insurance, timely MSME payments), and enhance
regulatory oversight.

e Haryana State Government: Diversify economy,
invest in infrastructure (irrigation, cold chain), simplify
MSME regulations, and promote financial literacy with
banks.

Recommendations for PSBs in Haryana

e Credit Appraisal & Underwriting: Implement risk-
based lending (cash flow, project viability), build
sector-specific expertise, and use AI/ML for credit
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scoring.

e Proactive Risk Management: Deploy Early Warning
Systems, build counter-cyclical buffers, and conduct
regular stress tests.

e Effective Monitoring & Recovery: Conduct site visits,
use tech for real-time tracking, offer early restructuring,
establish dedicated recovery teams, and encourage
settlements.

e Capacity Building & Digital Transformation: Train
staff on risk/recovery, and digitize loan processes.

Limitations and Future Research

Limitations: Relied on secondary national data, covered
only FY 2019-24, and excluded private/cooperative banks.
Future Research: Compare NPAs across bank types,
conduct borrower-level studies, evaluate government
schemes' effectiveness, assess emerging technologies in
NPA reduction, and perform sector-specific deep dives (e.g.,
agricultural NPAs with field surveys).
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