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1. Introduction 

1.1 Introduction 

Think locally, act globally 

Thinking may change the life, thinking may change our working pattern and the pattern of consumption and income 

distribution as well as the development depends upon the people going towards institutional form of development work. Organizing 

people for better democratic people is depending upon the intervention of Government participating in their life pattern and their way 

of living. Dr. S. Radhakrishan said in their book that a “nation can’t build with its parliament, but with the institutions which is attract 

the people for developing their way of living with good education”. So we have to choose which institution or organization direct 

involve in the economic life pattern of the people. So institution involve with the people’s life is nothing, but the bank which take up 

saving, promote that saving to divert that in credit market for upgrading further expansion through, rural development, infrastructure 

development, economic stability with multiple services providing to the people at their door step which deals with credit, safe locker 

system agri-assurance available for to its customer. Thus, high transaction costs prevent the economy to grow and society to develop 

in those countries. Moreover, informal institutions like customs, caste and social sanctions influence market outcomes and lead to low 

level equilibrium trap or barriers to entry for some members (Basu,1984). Social institutions provide certain kinds of economic 

systems to prevail and the costs of making changes in the informal institutions are costly compared to formal ones. Institutional set up 

is one of the best on the foremost important place to regulate and the development required a good institutional set up in the market. 
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ABSTRACT 

A non performing asset is a loan or advance for which the principle or interest payment 

remained overdue for a period of 90 days.This study has been conducted in the 

Mahendragarh district of Haryana. Study is focusing on to explore the status of NPA in the 

co-operative banking system which is explained through studying it in the co-operative banks 

of the Mahendergarh district. 

Fasible way to tackle the menace rationally for co-operative sectors specially that the factors 

which causing the NPA should be identified unbiased. The identification of the factors and 

implementing policies to root out these factors is the best possible way to tackle the NPA 

menace in the co-operative sector. In Mahendragarh co-operative banks, the study through 

the primary survey to identify the factor causing NPA in the sector is successful in its motive 

at some extent. The main factors which causing it is explained that failure of bring the 

required capital, too ambitious project, lack of proper planning, diversion of funds and heavy 

borrowing, poor credit appraisal, non-inspection of units, lack of motivation to employee, 

disrupted policy of the government and political hostility to the banking administration. 

So our study is an insight into the co-operative sectors banks of the Mahendragarh district of 

Haryana. It explains the NPA story, how its pattern impacts the economy and suggested ways 

to tackle the NPA menace. 
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1.2 Structure of Co-operative Banks in India 

The co-operative banks are small-sized units which operate both in urban and non-urban centers. They finance small 

borrowers in industrial and trade sectors besides professional and salary classes. Regulated by the Reserve Bank of India, they are 

governed by the Banking Regulations Act 1949 and banking laws (co-operative societies) act, 1965. The co-operative banking 

structure in India is divided into following 5 components: 

• Primary Co-operative Credit Society  

• Central Co-operative Banks 

• State Co-operative Banks  

• Land Development Banks  

• Urban Co-operative Banks 

 

1.3 Status of Co-operative Banks in India 

During 2020- 21, there was a moderation in the growth of UCBs‟ balance sheets. Their profitability indicators and asset 

quality also deteriorated. During 2019-20, the balance sheets of short term-rural co-operatives, except primary agricultural credit 

societies (PACS), had undergone deceleration in growth while the balance sheets of long-term rural co-operatives had exhibited 

accelerated growth. At the same time, there was an improvement in asset quality across all rural co-operatives even as most of them 

registered a decline in net profits. 

 

1.4 Mahendergarh District: Study Area 

The study area comprises the Mahendergarh district from the state of Haryana in India. It occupies the southern extremity of 

the Haryana state jointly with Rewari and Gurgaon districts of Haryana. It has a total geographical area of 1776 sq km. and falls 

between Latitudes 27048‟10” and 2808‟30” and Longitudes 75054‟ 00” and 76051‟ 30”. Mahendergarh district is bounded by 

Bhiwani and Rohtak districts in its north, Rewari in its east and Alwar and Jhunjhunu (Rajasthan) districts in its south and west 

respectively. Administratively, the district is divided into two sub divisions, namely Mahendragarh and Narnaul. There are five 

development blocks in the area namely Ateli, Kanina, Mahendragarh, Nangal Choudhary and Narnaul. The district is comprised of 

370 villages and 5 towns with the population of 9, 21,680 souls as per 2011 census. 

 

1.5 Non-Performing Assets 

The Non-Performing Asset (NPA) concept is restricted to loans, advances and investments. As long as an asset generates the 

income expected from it and does not disclose any unusual risk other than normal commercial risk, it is treated as performing asset, 

and when it fails to generate the expected income it becomes a “Non-Performing Asset”. In other words, a loan asset becomes a Non 

Performing Asset (NPA) when it ceases to generate income, i.e. interest, fees, commission or any other dues for the bank for more 

than 90 days. A NPA is an advance where payment of interest or repayment of installment on principal or both remains unpaid for a 

period of two quarters or more and if they have become „past due‟. An amount under any of the credit facilities is to be treated as past 

due when it remain unpaid for 30 days beyond due date. A high level of nonperforming assets, compared to similar lenders, may be a 

sign of problems. 

 

1.5.1 Definition Given by the Narasimham Committee 

The Committee has defined Non-performing assets as an advance where as on the date of Balance e-sheet: 

1. In respect of terms loans, interest remains past due for period of more than 90 days. 

2. Overdrafts and cash credits accounts remain out of order for more than 90 days. 

3. Bills purchased and discounted remain overdue and unpaid for period of more than 90 Days. An amount is considered past 

due when it remains outstanding for 30 days and beyond the due date. 

 

1.5.2 Assets Classification and NPA 

The loan accounts in Banks are classified into four categories. Out of these four categories, except the first remaining three 

categories are considered as NPAs:- 

• Standard Assets  

• Sub-standard Assets 
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• Doubtful Assets  

• Loss Assets 

 

1.6 NPA and Co-operative Banks 

A strong co-operative banking sector is important for successful country‟s economy. Co- operative Banks are important 

banking sector for extending financial services to the small, medium and weaker people from urban, semi-urban area. Co-operative 

banks have been playing important role in the socio-economic development of country by making available the credit at affordable 

cost to the people from rural, urban and semi-urban areas. The credit co-operative banks play a pivotal role in both social and 

economic development of the country. Indian rural economy based on agriculture. But the rural agricultural families have been facing 

a number of problems like flood, draught, and change in climate. To uplift the economic conditions of agriculturist, the co-operative 

banks play an important role. Only when economic activities are undertaken, wealth is created and employment generated resulting in 

the welfare of the people. To ensure this timely financial assistance and services to the agriculturist is very important. But at the same 

time due to natural calamities and low rate of crops they are not in a position to repay the loan in time this leads to Non- Performing 

assets. 

India is an agricultural base in grass root level where the sector contributes 22.2 percent of the GDP of the country and 

provides largest number of employment 65 percent of rural people. It provides large number of loan at lower interest to the rural 

people for their agricultural work as far as possible and this is a severe headache to the bank to recover to the amount. NPA is 

increasing day by day like a cancer where the efficient financial system will improve there is a mis-management in the banking 

performance in the sphere of bad loan or it is saying as genuinely difficulties in managing the financial activity. It plays as a substitute 

of money lenders for provides timely and adequate short, medium and long term institutional credit at a subsidized rate of interest. 

  

1.7 Objectives of the Study 

1. To identity the factors affecting the NPA of co-operative banks in Mahendergarh district of Haryana. 

 

1.8 Significance of the Study 

This study will help the central bank and state economists to design the policy regarding tackle the NPA of the co-operative 

sector banks in the Indian banking industry. There is different view on the NPA for the co-operative sector banks and commercial 

banks by the state economists and academicians. The state economists provide the evidence in favor of the write off the loan for big 

industrialists for sound banking system but behave discriminately in case of petty commodity producers. On the other side the 

academicians support the claims of the farmers for write off their loan through government subsidy to the co-operative banks like 

injecting money in the commercial banks for write off loan for big industrialists. Development economists finds that there is no 

differential impact in the case of write off loan for both types of loan defaulter and government and central bank should avoid the 

discrimination in this case. This study solve this question if theories of state economists or development economists works in the 

context of India and which theory should be adopted by the policymaker in the economy to avoid the discrimination and economic 

blockade in India. 

 

2. Review of Literature 

There are several studies on the non-performing assets of the banking industry in India and around the world. There is 

difference in the mechanism of tackling NPA according to the types of the economy and state of the economy in the world. Present 

study is entirely focusing on the Indian scenario in tackling NPA and its performance in past. In India, there are several strand of 

thought which have been examined in the literature review part. It will explore the view of the state economist compare to the 

development economist on the issue of tackling NPA. The past studies assess the impact of the NPA on the profitability of the banking 

sector, trends in the aggregate NPA and the factor causing the NPA in the Indian banking industry. The review of literature helps in 

this study to find out the same thing in the case of cooperative banks NPA and its comparison to aggregate NPA. 

Divya and Chitra (2016) in their study on non-performing assets on Nilgiri district central co- operative bank has described 

that the co-operative banks can avoid issuing loans to the non-credit worthy borrowers by taking certain criteria. It will help bankers to 

monitor the process utilization of funds by borrowers whether they are using it properly or not. This study attempts to make a 

relationship between Gross NPA and Gross Advances, Net NPA and Net Advances. By using this they find the Gross NPA ratio and 

Net NPA ratio. 
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Babu and Mayya (2016) described about the movement of Nonperforming Assets in selected co-operative banks with 

special reference to Dakshina Kannada District of Karnataka State. There is a direct link in between nonperforming assets and 

profitability of the bank. The bank can able to reduce the non-performing assets; ultimately the bank can able to improve the 

profitability. The study discloses that GPACS bank have more control over NPA than MPACS bank. 

Tiwari and Sontakke (2015) conducted a study of impact analysis of NPA on co-operative and commercial banks of Pune. 

Lending money involves risk because the bank has to seek returns from lending and repay back money when demanded by the 

depositor. So effective asset allocation is essential for a bank to grow and succeed. 

Pawar (2015) concluded that the NPA management of the selected Commercial Co-operative Banks in Gujarat was found 

too well during the period of the study. All the Selected CCOBs take care of its Non-performing assets well. Most of the all banks 

have decreasing GNPA ratio during the period of the study. Apart from this Net NPA of the selected CCOBs found almost Zero 

during the period of the study. That means all the banks maintained enough provision against the NPA. From the hypothesis testing 

the researcher can conclude that GNPA ratios of the all banks were not identical but Net NPA ratios were identical. 

Rao and Patel (2015) described about NPA management of public sector, private sector and foreign banks and attempts to 

compare analyze and interpret the NPA management from the year 2009 -2013. On the conceptual side, it gives an overview of NPA, 

Types of NPA, causes and on the calculation side, it covers various NPA related ratios, use of Least square method for estimating 

Gross NPAs in the year 2014, and also application of ANOVA test to judge the presence of any significant difference between ratio of 

Gross NPA to Gross Advances. 

Das and Dutta (2014) concluded about the NPA of Public Sector Banks in India with the help of secondary data from RBI 

website, tried to analysis the 6 years, (2008-2013) net non-performing asset data of 26 public sector banks, by using Annova statistics, 

and with the help of SPSS software. The main objective of the study is to find out if there are any significant differences in the mean 

variation of the concerned banks. 

Reddy (2012) deals with the experiences of other Asian countries in handling of NPAs. It further looks into the effect of the 

reforms on the level of NPAs and suggests mechanisms to handle the problem by drawing on experiences from other countries. 

Rakshit and Chakrabarti (2012) described about the NPA management of rural cooperative banks of West Bengal. The 

general perception is that due to high agricultural lending have led to higher NPAs. Managers of rural and semi-urban branches 

generally sanction these loans. 

 

3. Research Methodology and Data Source 

3.1 Research Design 

The study is descriptive in nature nature that provides insight into the various dimensions of NPA in co-operative banks in 

Mahendergarh. To fulfill this requirement of the study to carry out it further to its solution, it‟s necessary to explain technique to use it 

in the study. This study includes the secondary as well as primary data according to its planned objectives. 

 

3.2 Data Source 

The study used the both primary as well as secondary data in find out the objective of the study. The secondary data is used 

to fulfill the objective to find out the trend of the NPA in the co- operative banks in the Mahendragarh district of the Haryana. The 

secondary data of NPA is taken from the publication of „The Mahendragarh Central Co-operative Bank LTD; Mahendragarh‟ on the 

relevant variable. 

The Primary data collected through the questionnaire from the co-operative banks in the region. The design of the 

questionnaire is made after the consultation with the specialist economists, bankers, farmers and a pilot survey in the District Central 

Co-operative Bank, Satnali Branch and Kurhavta village for customer feedback. The questionnaire includes the 40 question for Co- 

operative banks official under the scope of the study. 

 

3.3 Technique 

Objective 1: The study will explore this objective by analyzing the primary survey conducted through the all co-operative 

banks branches in the Mahendragarh region. The data collected through the primary survey need to be arranged in a manner to 

effectively examine the factor causing NPA by applying appropriate statistical method in it. 
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4. The factors affecting the NPA of co-operative banks in Mahendergarh district of Haryana 

4.1 Introduction 

This chapter will introduce the factor causing the NPA in the co-operative banks in the Mahendergarh district. It is based on 

the primary survey conducted through the schedule on the bank official to address the causes behind rising NPA in these banks. This 

survey conducted on the bank official from each cooperative bank branch in the Mahendergarh district of Haryana with help of 40 

questions designed in the schedule. 

 

4.2 Factors 

Now we are focusing on the factors that causing rising in the NPA. We categorized it into three parts namely 1. Borrowers 

mistake 2. Banks mistake 3. Other mistakes. The borrower‟s mistake based on the address the 15 main factors and banks and others 

mistake address 10 and 15 common factors each. 

 

4.2.1 Borrowers Mistakes 

We plotted column chart to explore the most significant causes and least significant causes factor to affect the NPA on the 

borrowers mistake. These are 15 causes based on the schedule questions Page | 41 address by the bank official. Here we can see that 

failure of bring the required capital, too ambitious project, lack of proper planning, diversion of funds and heavy borrowing causes 

highly in rising NPA and over trading, dependence on single occupation not causing significantly according to the observation through 

the plotted chart. 

 
Figure 4.1 Questions for Borrowers Mistakes 

 

4.2.2 Banks Mistakes 

When we comes to bank administration mistake side, it has been found that poor credit appraisal, non-inspection of units and 

lack of motivation to employee causes the most influences on the rising in the NPA. The least significant causes are lack of trained 

staff, work overload and tough stand on the issues in rising of the NPA. So it suggests that staffs in bank units are adequate to tackle 

the NPA but it needs proper inspection and motivation to its employees. 
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Figure 4.2 Questions for Banks Mistakes 

 

4.2.3 Other Factors 

We have discussed thoroughly in the last two section about the mistake causing rising in NPA by the borrowers mistake and 

bank administrations mistake but apart from these there are several other issue that causing the rise in NPA from environment of the 

business in marginal sectors in the Indian economy. Scope of these other factor are very wide starched from failure of government 

policies, increasing influences of politics in the business and bank administration, natural climatic and geographical condition and 

behavioural consciousness of the Indian society. Here we are taking in the local condition of the Mahendragarh district concluded the 

survey and results are demonstrated through the column chart. The survey result through column chart reflected that disruptive 

government policies, political hostility, sluggish legal system and change in consumer preferences capture the real picture behind the 

rise in the NPA because of other factors. 

 
Figure 4.3 Questions for Other Mistakes 
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4.2.4 All Factors 

After discussing the major causes related to the three main factors in the previous section thoroughly, here we are aggregating 

the causes to see the cumulative effect of these causes in influencing the rise in NPA. By distinguishing it systematically, most 

influencing factors can be detected and it helps in identifying the real concerned factor. From the below chart, it can be analyzed that 

controlling measure to tackle the borrowers mistake will help significantly in controlling the rise in NPA. 

 

 
Figure 4.4 All Factors 

 

4.3 Conclusion 

This chapter is based on the primary survey reflects that the mistakes done by the borrower, banks and other related factors 

causes significantly in rise in NPA. The borrower mistake contributes the most, banking mistakes and other factors contributed 

somehow lower compare to former. So this chapter exclusively explains the factor causing rise in NPA in the cooperative banks in 

Mahendragarh district. 

 

5. Findings of the Study 

Study explored the factors causing rise in the NPA in the co-operative banks in the Mahendragarh district. It finds some 

interesting result that the failure of bring the required capital, too ambitious project, lack of proper planning, diversion of funds and 

heavy borrowing, poor credit appraisal, non-inspection of units, lack of motivation to employee, disrupted policy of the government 

and political hostility to the banking administration. 

  

6. Limitation of the Study 

The limitation of the study is the collection of the primary data from the already overloaded bank officers in the co-operative 

banks because of its extent of the attention to fill the schedule is very low that may misinterpret the result. 
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