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Abstract 

The Indian banking sector has been facing serious problems of raising Non- Performing Assets 
(NPAs). The NPAs growth has a direct impact on profitability of banks. Non- performing assets are one 
of the major concerns for scheduled commercial banks in India. Despite the recommendations made by 
various committees like Narasimham committee and Verma committee, some steps have been taken to 
solve the problem of old NPAs in the balance sheets of the banks. It continues to be expressed from every 
corner that there has rarely been any systematic evaluation of the best way of tackling the problem. There 
seems to be no unanimity in the proper policies to be followed in resolving this problem. NPAs reflect 
the performance of banks. A high level of NPAs suggests high probability of a large number of credit 
defaults that affect the profitability and net-worth of banks and also erodes the value of the asset. NPAs 
affect the liquidity and profitability, in addition to posing threat on quality of asset and survival of banks. 
The problem of NPAs is not only affecting the banks but also the whole economy. In fact high level of 
NPAs in Indian banks is nothing but a reflection of the state of health of the industry and trade. It is 
necessary to trim down NPAs to improve the financial health in the banking system. An attempt is made 
in this paper to understand NPA, the status and trend of NPAs in Indian Scheduled commercial banks, 
The factors contributing to NPAs, reasons for high impact of NPAs on Scheduled commercial banks in 
India and recovery of NPAS through various channels. 

Keywords: Non- Performing Assets (NPs), SARFAESI, RDDBFI, Prudential Norms, Securitization.  
Introduction  

Banking system in any nation plays a vital role in the development of its sound economy. India is 
not an exception. Bankers are the custodians and distributors of the liquid capital of the country. The 
foremost function of the banking system is to mobilize the savings of the people by accepting deposits 
from the public. The banker becomes the trustee of the surplus balances of the public. Here-in-lies the 
onerous duty of the banker is in stimulating the mobilization of surpluses. Well - knit banking systems 
secure a good foundation for a Nation’s Industrial and Economic Progress. The role of banking in 
promoting development and growth, especially in the context of planning to break the vicious cycle of 
poverty and to retrieve the economy from the trap of under-development is a matter of paramount 
importance, particularly when our country is on the way of development. Deposit mobilization promotes 
the economic prosperity by controlling the money circulation and canalizing for development and 
productive purposes. In order to mobilize deposits, the commercial banks undertake deposit 
mobilization through various deposit schemes suited to the different sections of the people. As the 
growth of the bank deposits is the key element in the progress of the banking business, bankers spend 
more time and man power in the mobilization of deposits. The deposits along with other sources of 
funds, namely, capital, reserves and borrowings, form the sources of funds for the banks. The lending 
and investment activities of the bank are based on the sources of funds.  
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