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Abstract: 

By promoting entrepreneurship and ensuring the effective use of capital, the Insolvency and 

Bankruptcy Code is put into place in India with the intention of staying in place and advancing the economy. 

The goal is to promote a pleasant and credit-friendly work environment. This code (IBC) recognizes the 

contribution that creditors make to the development of an organization and seeks to protect the operations 

and assets of their debtors from value degradation through an appropriate and quick resolution method. The 

most recent adjustments are a continuation of efforts to address many of the issues and challenges that were 

found in the beginning stages of its deployment. This paper focuses on the IBCs Corporate Insolvency 

Resolution process and its role in India's economic development. 
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Introduction: 

It is commonly known that there is a strong positive association between economic freedom and 

economic performance. Countries with a high degree of economic freedom fare better than those with a lower 

degree of economic freedom. Therefore, countries have worked to create better business regulations that make it 

simpler for companies to conduct economic activity. Failure of a business has a severe negative impact on all of 

the organization's stakeholders, including its lenders, owners, creditors, suppliers, customers, employees, and 

federal and state governments. Therefore, it is crucial that the valuable resources, such as capital, manpower, 

machinery, and management, are removed as soon as possible from the failed or unviable firms and used in 

other successful endeavors. However, it is necessary to reorganize the viable companies as soon as possible. A 

statute to address corporate insolvency and the associated judicial action may not be necessary if the 

stakeholders can decide quickly and rationally whether to deal with business liquidation, reorganization, or 

continuing. A corporate insolvency law is necessary since it has been found that the stakeholders do not make 

the necessary choices to deal with the insolvency scenario. 

Enactment of Insolvency and Bankruptcy Code: 

The legal and institutional machinery in India for dealing with debt default has fallen short of global 

standards. Creditors' recovery actions, whether through the Contract Act or special laws such as The Recovery 

of Debts Due to Banks and Financial Institutions Act, 1993 and The Securitization and Reconstruction of 

Financial Assets and Enforcement of Security Interest Act, 2002, have not yielded the desired results. Similarly, 
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the Sick Industrial Companies (Special Provisions) Act of 1985 and the winding up provisions of The 

Companies Act of 1956 have not been able to help lenders recover or firms restructure. Individual insolvency 

laws, such as the Presidential Towns Insolvency Act of 1909 and the Provincial Insolvency Act of 1920, are 

nearly a century old. The lenders' confidence has been affected by this. Borrowers have less access to finance 

when lenders lack confidence. 

The Insolvency and Bankruptcy Code Bill was introduced by the government in November 2015 and 

was written by a specially formed "Bankruptcy Law Reforms Committee" (BLRC) under the Ministry of 

Finance. This was done in recognition of the importance of reforms in the bankruptcy and insolvency regime for 

enhancing the business environment and easing distressed credit markets. The Insolvency and Bankruptcy 

Code, 2016 was approved by both chambers of parliament following a public consultation process and 

recommendations from a joint committee. 

The insolvency and bankruptcy cases in India were so complicatedly connected that it has always taken 

several years, if not decades, to resolve them. In spite of this financial sluggishness, a plan began to take shape 

in 1992. However, this strategy was not formally included in the Companies Act until 2016. 

The following two objectives can be used to summarize the act's purpose: 

1. Ensuring that the bankruptcy proceedings can be finished in the shortest amount of time possible. 

2. Ensuring that the financial risks to international investors are reduced. 

Review of Literature: 

Ronald Philips (2021) 1 in his research paper described that the “The Insolvency and Bankruptcy Code, 

2016, has made significant contributions to corporate law in under 5 years. The code undoubtedly had a 

significant impact on the nation's entrepreneurship, which helped India rise in the Ease of Doing Business Index 

rankings. The legislation continues to offer a specific venue to handle the insolvency and liquidation processes 

for businesses, people, and partnership firms. In a word, I'd say that the Act is advancing India's economy into a 

new era marked by extraordinary standards and global competency”. 

Mr. Kuldeep Sharma (2021)2 in his article stated that “it is clear that the IBC is one of the most 

important legislations introduced in the preceding decade, positively impacting the 'ease of doing business in 

India' and proving to be an effective catalyst in accelerating the pace of the Indian economy. Going forward, 

IBC will face a massive challenge and equally massive expectations in terms of consistent and faster execution. 

Given the IBC's progress thus far, it is widely expected that it will overcome all obstacles and lead the Indian 

economy further down the path of fairness, stability, and prosperity”. 

Objectives of the Study: 

Following objectives were set up for this study: 

1. To understand the concept of IBC. 

2. To study the corporate insolvency resolution process of IBC. 

3. To analyze the Post implementation impacts of IBC on Indian Economy. 

Methodology: 

The data used in this research article was compiled from a range of sources, including the internet and 

external sources like government statistics and organizational databases. 
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Overview of Corporate Insolvency Resolution Process: 

The Insolvency Resolution Process gives lenders a way to work together to address a corporate debtor's 

overall troubled situation. This represents a significant change from the current legal structure, where the debtor 

has the primary responsibility for starting the reorganization process and lenders may pursue separate 

proceedings for recovery, security enforcement, and debt restructuring. 

The Code envisages the following steps in the IRP: 

i. A financial creditor or an operational creditor can initiate an IRP against a corporate debtor at the National 

Company Law Tribunal (NCLT). The defaulting corporate debtor, its shareholders or employees, may also 

initiate voluntary insolvency proceedings. 

ii. Creditors' claims will be put on hold for 180 days while NCLT considers revival proposals. The corporate 

insolvency process must be finished within 180 days of the application being made to the National Companies' 

Liquidation Tribunal (NCLT). 

iii. A debtor's interim Insolvency Professional (IP) takes control of the company's assets, operations and collects 

financial information from information utilities. Interim IP holds office for 30 days only. NCLT appoints an 

interim IP within 14 days of acceptance of an insolvency application. 

iv. NCLT causes public announcement to be made of the initiation of corporate insolvency process and calls for 

submission of claims by any other creditors. 

v. All financial creditors shall be part of creditors' committee. If any financial creditor is a related party of the 

corporate debtor, then such financial creditor will not have any right of representation, participation or voting. 

Operational creditors should be part if their aggregate dues are not less than 10% of the debt. 

vi. IP's creditors' committee can replace or confirm interim IP as Resolution Professional. Thereupon, 

Resolution Professional is appointed by the NCLT upon confirmation by the Board. With a majority of 75% 

votes, the committee can change Resolution Professional any time. The committee can do so within seven days 

of its constitution. 

vii. The creditors’ committee has to then take decisions regarding insolvency resolution by a 75% majority 

voting. 

viii. If three-fourths of the financial creditors consider the case as complex and require extension of time beyond 

180 days, the NCLT can grant a one-time extension up to 90 days. 

ix. Resolution Professional to conduct entire corporate insolvency resolution process and manage the corporate 

debtor during the period. 

x. Resolution Professional will prepare information memorandum for the purpose of enabling resolution 

applicant to prepare resolution plan. Resolution applicant means any person who submits resolution plan to the 

resolution professional. On receipt of resolution plans, Resolution Professional shall place it before creditors' 

committee for its approval. 

xi. The creditors' committee has to decide on the restructuring process that could either be a revised repayment 

plan for the company or liquidation of the assets of the company. If no decision is made during the resolution 

process, the debtor's assets will be liquidated to repay the debt. 

xii. The resolution plan will be sent to NCLT for final approval, and implemented once approved. 
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Corporate Processes – Scenario since Application: 

The provisions relating to CIRP came into force on December 1, 2016. Since then, a total of 5258 CIRPs 

have commenced by the end of March 2022 as presented in Figure No.1. Of these, 3406 have been closed. Of 

the CIRP closed, 731 have been closed on appeal or review or settled; 586 have been withdrawn; 1609 haven 

ended in orders for liquidation; and 480 have ended in approval of resolution plans.  

Figure No.1: Corporate Insolvency Resolution Processes

 
Source: website of NCLT (IB News Letter) 

 

The Distribution of stakeholder-wise initiation of CIRPs in presented in Figure No. 2. Operational Creditors 

triggered 51.33% followed by 42.53% by financial creditors and remaining by Corporate Debtors.  

Figure No.2: Stakeholder-wise Distribution of CIRPs 

 

Source: IB Quarterly News Letter 
 

Role of IBC on Economic Development of India: 

Despite still being in its infancy, the IBC has already been able to significantly alter the culture of 

borrower impunity and lack of remedies for creditors that plagues the Indian banking industry. However, it 

appears that such achievement comes at the expense of the interests of other parties, especially operational 

creditors. 

A number of bankruptcy and insolvency cases have been moved along more quickly since the adoption 

of the Insolvency and Bankruptcy Code. Once IBC was introduced, like anything else, it was well advertised. 

As a result several foreign investors now begin to seek India is a legible place for investment. The reason for 

this is: 
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1.  With smaller time frame for resolution, risk of losing investment was drastically used for foreign investors. 

2.  The foreign investors can now employ a flexible exist strategy. 

3.  More accentuation can be put towards start-ups that are more likely to succeed. 

4.  Even when a company goes insolvent, the IBC is geared towards maximizing the value of its assets. This in 

turn became a boon for investors. 

Although recovery under the code is much greater than recovery under the previous regime, there are 

still some issues that need to be rectified. The fact that more than half of the cases closed under the corporate 

insolvency resolution plan ended in liquidation and just 14.93% finished with a resolution plan authorized raises 

the most concern, according to IBBI data. The evidence indicates that this new system is neglecting its intended 

function. The biggest NPAs haven't been resolved yet, which is another problem. In the resolution plan, the 

entire NPA is never recovered; there is always some haircut. Only a few industries, like steel, have seen success 

thus far. 

Significant landmarks by the IBC: 

1. Resolution of International Insolvency: The adoption of cross-border insolvency regime by India 

augmented its image as most improved jurisdiction in terms of insolvency resolution. It is viewed as a 

progressive and forward –looking market reform by global investors and advanced jurisdictions. This also 

heralded as a key step towards fostering ‘Ease of Doing Business’, which in turn is important for attracting 

higher investments, development of competitive environment and innovations, and economic growth. 

2. The Creation of a Market for Distressed Assets: The enactment of IBC has created an efficient market for 

resolution of distressed assets. The code has paved the way for investors looking for business expansion. With 

the implementation of code and the ensuring progress in the resolution process for NPAs, there is a genuine 

interest amongst investors. 

3. Information Utilities: IU serves as a platform for creditors to provide commercial information on a debtor 

and serves as a database of data to support the contract, transaction, and debt. The main goal is to streamline 

and automate the process of establishing debt existence and the record of default. Initiating insolvency 

procedures in India by providing evidence of the record of default and recording and making accessible reliable 

financial information are the two main functions of IU. 

 

Conclusion: 

The effects of the code's effective resolution mechanism are difficult to quantify. The enabling and 

preventive roles that the code has so far performed are not taken into account by the direct measures. The code 

has, nevertheless, shown itself to be a viable solution to the NPA problem over the course of five years, and the 

Government and RBI must address any issues with the current scheme by means of regulations, circulars, etc., 

after consulting with stakeholders. 

The country's large business environment underwent a number of modifications as a result of the 

Insolvency and Bankruptcy Code. The bankruptcy code, which was introduced to speed up the bankruptcy 

process, has evolved into a tool that is propelling this nation's economy into a new era. We don't yet know 

where this path of expansion might end up, though. Making sure that our finances are in order and that we never 

become insolvent is the best we can hope to achieve. 
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