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INTRODUCTION 

A bank is a financial institution that accepts deposits from 

the public and creates credit. Lending activities can be 

performed either directly or indirectly through capital 

markets. Due to their importance in the financial stability 

of a country, banks are highly regulated in most countries. 

Most nations have institutionalized a system known as 

fractional reserve banking under which banks hold liquid 

assets equal to only a portion of their current liabilities. In 

addition to other regulations intended to ensure liquidity, 

banks are generally subject to minimum capital 

requirements based on an international set of capital 

standards, known as the Basel Accords.The Performance 

of the Banking Sector is being improved but still many of 

the banks are still suffering from the problem of NPA. 

The financial health of the financial institution can only 

be measured through the quality of assets in the balance 

sheet. 

NPA indicates the amount of loan that was not returned by 

the customer. An asset becomes non-performing when it 

ceases to generate income for the bank.There are 

different measures to recover NPA, which includes Lok 

Adalats, Asset Restructure, SARFAESI and Debt 

Recovery Tribunals (DRTs). As per the Transfer Property 

Act, Section 69, the Mortgagee can now take the 

possession of the mortgaged property and sell the same 

without any intervention of the court.Securitization and 

Reconstruction of Financial Assets and Enforcement of 

Security Interest Act was enacted with effect from 21-6-

2002. 

LITERATURE REVIEW

Arora (2018) identified that banks play an important role 

in the economic development of a country. The Indian 

banking sector has been facing serious problem of 

growing Non-performing assets (NPA's). The NPA 

growth has a direct impact on the profitability of the 

banks.  Banks  are  growth  driver  and  the  banking  

business is exposed to many risks, such  as credit risk, 

liquidity risk, interest rate risk,  market  risk, operational 

risk and management risk. But the major risk faced by 

banks these days is high level of NPA's. The financial 

position of the banks is based on the level of recovery of 

loans and its level of Non-Performing Assets. Reduced 

NPA's leads to  impression that  banks have  strengthened 

their  credit appraisal processes and increased  NPA's  

leads  to  creation  of  more  provisions  which  will  

reduce  profitability  of  the  banks. 

In this paper, attempts weremeat to study the level of 

Non-Performing assets of the commercial banks in India. 

To improve the profitability and efficiency of the banks 

the researcher concluded  reduce and control the level of 

NPA's, so that negative impact on the economy would be 

is minimal.

Gupta M, et. al (2017) studied that  rising non-

performing assets is growing as a cancer in Indian 

banking sector.  Almost all banks in India are affected 

with this death worthy disease. However, Government of 

India has enacted many legislatures to recover the dead 

amount of loan advanced by banks from time to time. 

Although all such laws have tried to recover, the NPA’s 

and these laws have proved successful to some extent. 

Still there is a need to investigate as which recovery 

mechanism has been more successful as compared to 

other tools. In this research paper, an attempt has been 

made to analyze the effectiveness of major recovery 

mechanisms in comparison of SARFAESI Act 2002.

Kumar et. al.,(2017) observed that the banking sector in 

India is in a crisis with the increase in burden of bad loans 

provisioning and the decline in profitability of 

commercial sector banks particularly Public sector 

banks. Bad loans are a drag on bank resources for two 

reasons – one, they don’t earn any interest income and 

second, they lock up precious resources in the form of 

NPAs. Therefore, recovery of bad loans has assumed 

urgency. The value of loans in India increased 5.80 

percent in December of 2016 over the same month in the 

previous year. Loan Growth in India averaged 12.79 

percent from 2012 until 2016, reaching an all-time high 

of 18.70 percent in April of 2012 and a record low of 5.80 

percent in December of 2016.This paper attempts to 

study the process and effect of SARFASEI Act with the 

other recovery methods adopted.

Panigrahi, (2017),carried the research  to test the impact 

of SARFAESI Act 2002 in reducing Non-Performing 

Assets of Indian scheduled commercial banks. The 

paired t-test has been used test whether there is 

significant change in level of Net NPAs after the 

enactment of SARFAESI Act 2002 or not. 

Tandon D, et.al. (2017) have estimated bank specific, 

macroeconomic determinants of the non-performing 

loans and their impact on the banking profitability. 

Multivariate panel data analysis for 35 Indian public and 

private sector banks over the period 2007-2016 has been 

done using panel data through fixed effect regression and 

modified ordinary least square and system GMM 

approach has been deliberated. Detailed estimation 

results in public vs. private sector banks have been given 

the conclusion. The NPA management in PSU banks 

needs attention as it affects the efficiency and 

profitability exponentially.

Ahmad & Jagadeeshwaram analysed (2013) NPA and the 

causes of NPA. Secondary data was gathered over a five-

year period and analysed using the mean, CAGR, 

ANOVA, and ranking banks. The banks were ranked 

based on their performance in managing nonperforming 

assets (NPAs). The nationalised banks' effectiveness in 

managing nonperforming assets (NPA) was put to the 

test.

Bhanushali (2016) indicated that non-performing Asset 

is an important parameter in the analysis of financial 

performance of a bank as it results in decreasing margin 

and higher provisioning requirements for doubtful debts. 

NPA is a virus affecting banking sector. NPAs affect the 

liquidity and profitability, in addition to posing threat on 

quality of asset and survival of banks. 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. It involves the necessity 

of provisions, which reduces the overall profits and 

shareholders’ value. 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.

Kamra  (2013) analysed  the position of NPAs in selected 

banks namely State Bank of India (SBI), Punjab National 

Bank (PNB) and Central Bank of India (CBI).It also 

highlights the policies pursued by the banks to tackle the 

NPAs and suggests a multi-pronged strategy for speedy 

recovery of NPAs in banking sector.

Das & Dutta (2014), focused on the reasons behind the 

NPA and its impact on the Banking Operations.  The 

Current study is done by using secondary Data from RBI 

website and analysed the 6 years of Net NPA data by 

using ANOVA to find out the significant difference in the 

mean variation of the concerned banks

Joseph & Prakash (2014) primarily discussed the trends 

in nonperforming assets (NPAs) in the banking sector, as 

well as the internal, external, and other variables that 

mostly lead to NPA growth in the banking industry, as 

well as some recommendations for overcoming the 

burden of NPAs.

Chaudhary & Sharma (2011)  in their emperical paper “ 

Performance of Indian Public Sector Banks and rivate 

Sector Banks: A Comparative Study” had an objective to 

Compare the performance of Public and Private Sector 

Banks of India, Further to Study the Trends of NPA and 

their by Suggesting Measures to manage NPA. This paper 

is an attempt to analyze how efficiently Public and 

Private sector banks have been managing NPA. The 

statistical tools for projection of trend is used in the Study.

RESEARCH  GAP

Substantial work has been done on Non Performing 

Assets, and the different aspects are collected and used 

for the study. The Gap for the Research is that extent of 

studies being done on quality aspect of Non Performing 

Asset i.e. causes, its impact or other quality aspect of 

NPA
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OBJECTIVES  OF  STUDY 

The objective is to compare SARFAESI Act 2002 and 

other tools of NPA recovery.

HYPOTHESIS 

Null Hypothesis (H0): There is no significant difference 

between recovery of NPA through other methods as 

compared to SARFAESI Act 2002.

Alternate Hypothesis (H1): There is significant 

difference between recovery of NPA through other 

methods as compared to SARFAESI Act 2002.

METHODOLOGY

Sample Unit :Data related to the NPA Recovery through 
,DRTs, Lok Adalats and SARFAESI Act are considered.

Sample Size :Study is done on the basis of data for the 
period of 10 years (2008- 2018)

Data Collection

The data for this study has been collected from various 
research papers and articles published and literature 
published by RBI  and books on Banking. To Achieve the 
objective, secondary Data is collected and presented 
using MS Excel  and SPSS, Further one way - ANOVA 
technique is applied.

ANALYSIS AND INTERPRETATION

 Table 1: NPA recovered by Scheduled Commercial Banks (In Crores)

Year
  

Lok Adalat
 

DRTs
 

SARFAESI
 

ACT
 

2008-09
 

No. of Cases Referred
 

54308
 

2004
 

61760
 

Amount Involved
 

4023
 

4130
 

12067
 

Amount Recovered
 

96
 

3348
 

3982
 

%age of Amount Recovered
 

2.38
 

81.06
 

32.99
 

2009-10
 

No. of Cases Referred
 

778833
 

6019
 

78366
 

Amount Involved
 

7235
 

9797
 

14249
 

Amount Recovered
 

112
 

3133
 

4269
 

%age of Amount Recovered
 

1.54
 

31.97
 

29.96
 

2010-11

 
No. of Cases Referred

 

616018

 

12872

 

118642

 

Amount Involved

 

5254

 

14100

 

30600

 

Amount Recovered

 

151

 

3900

 

11600

 

%age of Amount Recovered

 

2.87

 

27.65

 

37.90

 

2011-12

 No. of Cases Referred

 

476073

 

13365

 

140991

 

Amount Involved

 

1700

 

24100

 

35300

 

Amount Recovered

 

200

 

4100

 

10100

 

%age of Amount Recovered

 

11.76

 

17.01

 

28.61

 

2012-13

 No. of Cases Referred

 

840691

 

13408

 

190537

 

Amount Involved

 

6600

 

31000

 

68100

 

Amount Recovered

 

400

 

4400

 

18500

 

%age of Amount Recovered

 

6.06

 

14.19

 

27.16

 

2013-14

 No. of Cases Referred

 

1636957

 

28258

 

194707

 

Amount Involved

 

23200

 

55300

 

94600

 

Amount Recovered

 

1400

 

5300

 

24400

 

%age of Amount Recovered

 

6.03

 

9.58

 

25.79

 

2014-15

 
No. of Cases Referred

 

2958313

 

22004

 

175355

 

Amount Involved

 

3098

 

6037

 

15678

 

Amount Recovered

 

98

 

421

 

2560

 

%age of Amount Recovered

 

3.16

 

6.97

 

16.32

 

 

2015-16  

No. of Cases Referred  4456634  24537  173582  

Amount Involved  7203  6934  8010  

Amount Recovered  322  637  1318  

%age of Amount 
Recovered

 4.47
 

9.18
 

16.45
 

2016-17

 

No. of Cases Referred
 

2152895
 

28902
 

20076
 

Amount Involved

 

10580

 

6710

 

11310

 

Amount Recovered

 

380

 

1640

 

780

 

%age of Amount 
Recovered

 
 

3.6

 

24.4

 

6.9

 

2017-18

 No. of Cases Referred

 

3555678

 

32418

 

199352

 

Amount Involved

 

361

 

1008

 

1414

 

Amount Recovered

 

23

 

103

 

259

 

%age of Amount 
Recovered

 

6.3

 

10.2

 

18.3

 

Source :

1.SARFAESI ACT AN EFFECTIVE TOOL FOR RECOVERY OF NON-PERFORMING ASSETS IN INDIA

2.Reserve Bank of India

3.https://www.researchgate.net/publication/321633009_A_Comparative_

   Study_of_SARFAESI_Act_2002_and_Other_Tools_Available_For_the_Recovery_of_NPAs

Table 2: DESCRIPTIVES
Descriptives
Percenatge_AmountRecovered

 

 

 N  Mean  

Std. 
Deviat
ion  Std. Error  

95% Confidence 
Interval for Mean  

Minimum  Maximum  
Lower 
Bound  

Upper 
Bound  

Lok Adalats  
10  4.8170  

2.948
38  

.93236  2.7079  6.9261  1.54  11.76  

DRT 
10  23.2210  

22.06
028  

6.97607  7.4400  39.0020  6.97  81.06  

SARFAESI  
10  24.0380  

9.338
47  

2.95308  17.3577  30.7183  6.90  37.90  

Total  
30  17.3587  

16.19
466  

2.95673  11.3115  23.4059  1.54  81.06  

It can be seen in Descriptive Table - 2 that Lok Adalat is 

numerically associated with smallest mean level of 

percentage recovery of NonPerforming Assets to total 

amount involved i.e. Mean Lok Adalat= 4.81 and 

SARFAESI Act associated with numerically highest 

mean level of percentage recovery of Non-Performing 

Assets to Total Amount involved i.e. Mean SARFAESI = 

24.03.Whereas DRT’s is associated with numerically in 

between Mean DRT’s=23.22 level to compare with Lok 

Adalat and SARFAESI Act. In order to measure the 

effectiveness of recovery mechanisms of Lok Adalat, 

DRT’s and SARFAESI Act, one way ANOVA is 

performed. There is a statistically significant difference 

between groups as determined by one way ANOVA.



OBJECTIVES  OF  STUDY 

The objective is to compare SARFAESI Act 2002 and 

other tools of NPA recovery.

HYPOTHESIS 

Null Hypothesis (H0): There is no significant difference 

between recovery of NPA through other methods as 

compared to SARFAESI Act 2002.

Alternate Hypothesis (H1): There is significant 

difference between recovery of NPA through other 

methods as compared to SARFAESI Act 2002.

METHODOLOGY

Sample Unit :Data related to the NPA Recovery through 
,DRTs, Lok Adalats and SARFAESI Act are considered.

Sample Size :Study is done on the basis of data for the 
period of 10 years (2008- 2018)

Data Collection

The data for this study has been collected from various 
research papers and articles published and literature 
published by RBI  and books on Banking. To Achieve the 
objective, secondary Data is collected and presented 
using MS Excel  and SPSS, Further one way - ANOVA 
technique is applied.

ANALYSIS AND INTERPRETATION

 Table 1: NPA recovered by Scheduled Commercial Banks (In Crores)

Year
  

Lok Adalat
 

DRTs
 

SARFAESI
 

ACT
 

2008-09
 

No. of Cases Referred
 

54308
 

2004
 

61760
 

Amount Involved
 

4023
 

4130
 

12067
 

Amount Recovered
 

96
 

3348
 

3982
 

%age of Amount Recovered
 

2.38
 

81.06
 

32.99
 

2009-10
 

No. of Cases Referred
 

778833
 

6019
 

78366
 

Amount Involved
 

7235
 

9797
 

14249
 

Amount Recovered
 

112
 

3133
 

4269
 

%age of Amount Recovered
 

1.54
 

31.97
 

29.96
 

2010-11

 
No. of Cases Referred

 

616018

 

12872

 

118642

 

Amount Involved

 

5254

 

14100

 

30600

 

Amount Recovered

 

151

 

3900

 

11600

 

%age of Amount Recovered

 

2.87

 

27.65

 

37.90

 

2011-12

 No. of Cases Referred

 

476073

 

13365

 

140991

 

Amount Involved

 

1700

 

24100

 

35300

 

Amount Recovered

 

200

 

4100

 

10100

 

%age of Amount Recovered

 

11.76

 

17.01

 

28.61

 

2012-13

 No. of Cases Referred

 

840691

 

13408

 

190537

 

Amount Involved

 

6600

 

31000

 

68100

 

Amount Recovered

 

400

 

4400

 

18500

 

%age of Amount Recovered

 

6.06

 

14.19

 

27.16

 

2013-14

 No. of Cases Referred

 

1636957

 

28258

 

194707

 

Amount Involved

 

23200

 

55300

 

94600

 

Amount Recovered

 

1400

 

5300

 

24400

 

%age of Amount Recovered

 

6.03

 

9.58

 

25.79

 

2014-15

 
No. of Cases Referred

 

2958313

 

22004

 

175355

 

Amount Involved

 

3098

 

6037

 

15678

 

Amount Recovered

 

98

 

421

 

2560

 

%age of Amount Recovered

 

3.16

 

6.97

 

16.32

 

 

2015-16  

No. of Cases Referred  4456634  24537  173582  

Amount Involved  7203  6934  8010  

Amount Recovered  322  637  1318  

%age of Amount 
Recovered

 4.47
 

9.18
 

16.45
 

2016-17

 

No. of Cases Referred
 

2152895
 

28902
 

20076
 

Amount Involved

 

10580

 

6710

 

11310

 

Amount Recovered

 

380

 

1640

 

780

 

%age of Amount 
Recovered

 
 

3.6

 

24.4

 

6.9

 

2017-18

 No. of Cases Referred

 

3555678

 

32418

 

199352

 

Amount Involved

 

361

 

1008

 

1414

 

Amount Recovered

 

23

 

103

 

259

 

%age of Amount 
Recovered

 

6.3

 

10.2

 

18.3

 

Source :

1.SARFAESI ACT AN EFFECTIVE TOOL FOR RECOVERY OF NON-PERFORMING ASSETS IN INDIA

2.Reserve Bank of India

3.https://www.researchgate.net/publication/321633009_A_Comparative_

   Study_of_SARFAESI_Act_2002_and_Other_Tools_Available_For_the_Recovery_of_NPAs

Table 2: DESCRIPTIVES
Descriptives
Percenatge_AmountRecovered

 

 

 N  Mean  

Std. 
Deviat
ion  Std. Error  

95% Confidence 
Interval for Mean  

Minimum  Maximum  
Lower 
Bound  

Upper 
Bound  

Lok Adalats  
10  4.8170  

2.948
38  

.93236  2.7079  6.9261  1.54  11.76  

DRT 
10  23.2210  

22.06
028  

6.97607  7.4400  39.0020  6.97  81.06  

SARFAESI  
10  24.0380  

9.338
47  

2.95308  17.3577  30.7183  6.90  37.90  

Total  
30  17.3587  

16.19
466  

2.95673  11.3115  23.4059  1.54  81.06  

It can be seen in Descriptive Table - 2 that Lok Adalat is 

numerically associated with smallest mean level of 

percentage recovery of NonPerforming Assets to total 

amount involved i.e. Mean Lok Adalat= 4.81 and 

SARFAESI Act associated with numerically highest 

mean level of percentage recovery of Non-Performing 

Assets to Total Amount involved i.e. Mean SARFAESI = 

24.03.Whereas DRT’s is associated with numerically in 

between Mean DRT’s=23.22 level to compare with Lok 

Adalat and SARFAESI Act. In order to measure the 

effectiveness of recovery mechanisms of Lok Adalat, 

DRT’s and SARFAESI Act, one way ANOVA is 

performed. There is a statistically significant difference 

between groups as determined by one way ANOVA.



Table 3: ANOVA

Percenatge_Amount Recovered 

 Sum of Squares df Mean Square F Sig. 

Between Groups  
2362.738 2 1181.369 6.084 .007 

Within Groups  5243.005 27 194.185   

Total  7605.744 29    

 
In the table – 3, it shows the output of the ANOVA 

analysis and whether there is a statistically significant 

difference between our group means. There is significant 

difference between recovery mechanism of NPA as It can 

be seen in the Table 3 of one way ANOVA i.e. FSTAT 

(2,27) = 6.084 , p < 0.05. Therefore the Null Hypothesis 

will be rejected i.e. there is significant difference between 

recovery of NPA through other methods as compared to 

SARFAESI Act 2002.

Table 4:Post HOC Test Multiple Comparisons

Dependent Variable:   Percenatge_Amount Recovered  
 

Tukey HSD  
 

(I) RecoveryTools
 
(J) RecoveryTools

 Mean 
Difference (I-J)

 
Std. Error

 
Sig.

 
95% Confidence Interval

 

Lower Bound
 

Upper Bound
 

Lok Adalats
 

DRT
 

-18.40400*  
6.23194

 
.017

 
-33.8556

 
-2.9524

 

SARFAESI
 

-19.22100*  
6.23194

 
.013

 
-34.6726

 
-3.7694

 

DRT  Lok Adalats  18.40400*  6.23194  .017  2.9524  33.8556  

SARFAESI  -.81700  6.23194  .991  -16.2686  14.6346  

SARFAESI  Lok Adalats  19.22100*  6.23194  .013  3.7694  34.6726  

DRT  .81700  6.23194  .991  -14.6346  16.2686  

The table 4, Multiple Comparisons, shows which groups 

differed from each other. The Tukey post hoc test is 

generally the preferred test for conducting post hoc tests 

on a one-way ANOVA.

We can see from the table- 4 above that there is a 

statistically significant difference between the recovery 

mechanism tools of NPA.The Table 4 shows that there is 

statistically significant difference between the Lok 

Adalats and DRT (0.05 >p = 0.017), as well as between 

the Lok Adalats and the SARFAESI (0.05 >p = 0.013). 

However, there were no differences between the groups 

that took the DRT and the SARFAESI(p = 0.991).

CONCLUSION  AND  IMPLICATIONS

The Non Performing Assets has consistently been 

considered as a major issue for the Banks in India. The 

Rising Non Performing resources are making trouble on 

the Banking Industry as well as on the economy. Indeed, 

even the RBI has accompanied numerous revisions 

during the Coronavirus period. The Excess of Growth of 

NPA negatively affects the monetary soundness of the 

Banking Sector.The above examination centers around 

the diverse recuperation instrument which have been 

presented by the public authority to diminish the NPA 

sum there by lessening the monetary weight on the 

Banking Institutions.

The NPAs have consistently made a major issue for the 

banks in India. It is simply issue for the banks as well as 

for the economy as well. Productivity of banks is 

unfavorably affected because of development in non-

performing resources. This examination shows that, to 

recuperate the sum covered under shadow of NPA, 

different components have been presented by 

Government. The investigation shows that Lok Adalat 

has not demonstrated extensive accomplishment in 

recuperation of NPA i.e level of recuperated sum to add 

up to has not contacted even twofold figures besides 

during 2011-12. SARFAESI Act and the obligation 

recuperation courts (DRTs) have end up being best as far 

as sum recuperated among the different channels of 

recuperation for managing terrible credits. In actuality, 

DRT's and SARFAESI act has demonstrated extensive 

execution in recuperation of NPAs. In beginning years 

SARFAESI has performed well indeed. Anyway from 

2010-11, recuperation measure through SARFAESI act 

got more slow. This might be because of high reliance of 

recuperation moved to SARFAESI act than DRTs. 

Subsequently there is need to enlarge the extent of 

SARFAESI act with the goal that recuperation instrument 

could be quicker.

The Implication for the Current Study is that the Bank 

Managers will be able to understand that which tool for 

NPA Recovery is more acceptable as comparison to 

others. Further the Current Study will also help the Bank 

Managers and Recovery Agents to determine, best way of 

controlling NPA and its recovery. There are different 

curative measures for recovery of dues which includes 

Compromise settlement, Lok Adalats , DRTs but it has 

been Observed that SARFAESI Act is highly used 

Curative Measure for the Management of NPA in Banks. 
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In the table – 3, it shows the output of the ANOVA 

analysis and whether there is a statistically significant 

difference between our group means. There is significant 

difference between recovery mechanism of NPA as It can 

be seen in the Table 3 of one way ANOVA i.e. FSTAT 

(2,27) = 6.084 , p < 0.05. Therefore the Null Hypothesis 

will be rejected i.e. there is significant difference between 
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the diverse recuperation instrument which have been 

presented by the public authority to diminish the NPA 

sum there by lessening the monetary weight on the 

Banking Institutions.

The NPAs have consistently made a major issue for the 

banks in India. It is simply issue for the banks as well as 

for the economy as well. Productivity of banks is 

unfavorably affected because of development in non-

performing resources. This examination shows that, to 

recuperate the sum covered under shadow of NPA, 

different components have been presented by 

Government. The investigation shows that Lok Adalat 

has not demonstrated extensive accomplishment in 

recuperation of NPA i.e level of recuperated sum to add 

up to has not contacted even twofold figures besides 

during 2011-12. SARFAESI Act and the obligation 

recuperation courts (DRTs) have end up being best as far 

as sum recuperated among the different channels of 

recuperation for managing terrible credits. In actuality, 

DRT's and SARFAESI act has demonstrated extensive 

execution in recuperation of NPAs. In beginning years 

SARFAESI has performed well indeed. Anyway from 

2010-11, recuperation measure through SARFAESI act 

got more slow. This might be because of high reliance of 

recuperation moved to SARFAESI act than DRTs. 

Subsequently there is need to enlarge the extent of 

SARFAESI act with the goal that recuperation instrument 

could be quicker.

The Implication for the Current Study is that the Bank 

Managers will be able to understand that which tool for 

NPA Recovery is more acceptable as comparison to 

others. Further the Current Study will also help the Bank 

Managers and Recovery Agents to determine, best way of 

controlling NPA and its recovery. There are different 

curative measures for recovery of dues which includes 

Compromise settlement, Lok Adalats , DRTs but it has 

been Observed that SARFAESI Act is highly used 

Curative Measure for the Management of NPA in Banks. 
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