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Abstract: The IBC is the second most important change of India's legal system. This is because IBC not only emphatically 

makes India strong in the area of the legal climate, but also economically offers a new identification and visibility on the global 

stage. The Insolvency and Bankruptcy Code, 2016 is India's bankruptcy legislation that aims to consolidate the current system 

by implementing a single insolvency and bankruptcy law. Properties and the legal structure of the code are distinguished in the 

paper studies. The analysis is of a descriptive sort. In line with that, the paper also presents the effect on India's macro climate 

of the Insolvency and Bankruptcy Code. 
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INTRODUCTION 

Every country's legal environment often plays a crucial role in its economic growth. If the legal framework 

of that nation is well-built and upheld, then the country's global history will surely be solid. IBC is the second 

most crucial development of India's legal system after the implementation of Goods and Services Levy. This 

is because IBC not only emphatically makes India strong in the area of the legal climate, but also 

economically offers a new identification and visibility on the global stage [1]. This code has a positive 

influence on both the economic and non-economic fronts. As the code has been passed, India's global 

economic reputation has been dramatically improved by improving FDI, increasing M&A transactions, 

improving India's ease of doing business ranking, etc. The 2016 Insolvency and Bankruptcy Code is 

considered to be one of the main economic reforms implemented in India and is projected to play a major 

role in reducing credit risk. IBC, 2016, consolidates and amends the legislation in India affecting the 

insolvency resolution process.  

The implications of the Code tend to be far-reaching for lenders, financial institutions, companies as well as 

practitioners, giving them scope to serve as professionals in the field of resolution. The goal of bankruptcy 

law is to provide a rescue process for troubled companies, to encourage the quicker windowing of insolvent 

entities, and to provide investors with an easy way out.The regulatory and structural frameworks for coping 

with debt defaults have not yet been aligned with global norms in India [2]. The creditors' rehabilitation 

efforts have not been able to achieve the required results, either through the Bond Act or through special laws 

such as the Restitution of Loans owing to the Banks and Financial Institutions Act, 1993 and the 

securitization and Restoration of Financial Assets and Regulation of Security Interest Act, 2002. Similarly, 

the Ill Manufacturing Companies (Special Provisions) Act, 1985 and the winding-up provisions of the 

Companies Act, 1956/Companies Act, 2013 were not able to help the rehabilitation of lenders or to assist in 

the re-establishment of lenders.  

The Presidential Towns Insolvency Act, 1909 and the Provincial Insolvency Act, 1920, legislation concerned 

with human insolvency, are almost a century old. Over the course of time, this has hampered the lenders' 

confidence [3]. Next to GST, the 'Insolvency and Bankruptcy Code, 2016' is known as the main economic 

change. The 2016 Insolvency and Bankruptcy Code is a landmark statute that consolidates the legal system 

for the dissolution and liquidation of individuals (including incorporated and unincorporated entities).  

DISCUSSION 

The goal of the new law is to encourage entrepreneurship, the availability of credit and to balance the 

interests of all stakeholders by consolidating and amending laws relating to the reorganization and settlement 
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of insolvency of corporate persons, partnership companies and individuals in a time-bound manner and to 

optimize the value of the properties of such persons and related matters. It seeks to consolidate the legislation 

relating to corporate and limited insolvency. Liability companies (including joint liability corporations and 

other limited liability entities), indefinite liability partnerships and persons who are actually protected by a 

variety of rules. Towards a single legislation. Such restructuring would have greater regulatory clarification 

and promote the extension to multiple creditors of clear and cohesive provisions impacted by company loss 

or unwillingness to pay off debt [4]. 

Distinguish Code Features: The following are the main characteristics of the code: 

Comprehensive Legislation: The Insolvency Code is a comprehensive law that allows for and governs the 

insolvency and bankruptcy procedure of all entities, including corporations, associations, LLPs, and 

individuals. No multiplicity of rules: the legislation has withered away from the various laws governing the 

process of debt restructuring and insolvency and liquidation, and the current single forum for both debt 

recovery and insolvency relief. 

Low time resolution: The code includes a low time resolution that sets fixed time limits for firms and entities 

to address insolvency. It is required that the process be finished within 180 days and extended to a period of 

90 days. In addition, there is a provision for quick track settlement of corporate insolvency within 90 days for 

a speedier process. The properties of the borrowers can be sold to compensate the creditors if insolvency 

cannot be settled. 

One window clearance: it was drawn up to provide the claimant with one window clearance, whereby, in the 

previous role in law, he provides the requisite relief from the same jurisdiction if the corporation is unable to 

restore the liquidation process and liquidation needs to be initiated in compliance with specific regulations 

regulated by separate authorities. 

Clarity in the process: In reference to insolvency and bankruptcy, the code allows for a clear-cut process. The 

structure of the code is very precise and the full insolvency settlement process is required for 180 days. 

Under the code, there is one chain of authority. It does not also authorize the civil courts to intervene with the 

request pending before the adjudicating body, thus minimizing the number of lawsuit cases [5]. Insolvency 

settlement for corporations will be adjudicated by the National Corporate Law Tribunal (NCLT) and 

insolvency resolution for persons will be adjudicated by the Debt Recovery Tribunal (DRT). 

 

Priority to the rights of employees and staff: The Code also preserves the interests of employees and workers. 

It excludes dues owed on the debtor's estate after liquidation of employees under the provident fund, pension 

fund and gratuity system. 
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Fig.1Non Economic Impact of IBC on Macro Environment Of India 

 

 

Figure 2Economic Impact of IBC on Macro Environment Of India 

New regulatory authority: It provides for the establishment of a new "India Insolvency and Bankruptcy 

Board" regulatory authority to oversee the insolvency settlement of businesses, relationship firms and 

individuals through experts, agencies and information services. The board has also been formed and has 

begun to work.Promote entrepreneurial activity: Because of its revival mechanism and quick resolution 

process, the code promotes entrepreneurial activity in India [6]. 

The Corporate Liquidation Process that starts with the naming of a liquidator. The method begins with the 

completion of an order involving the realization of the assets and the distribution between creditors and other 

stakeholders of the proceeds [7][8]. As mentioned in the table, no suit against the Corporate Debtor can be 

initiated under IBC Section 14. A protection creditor may obtain revenue from the disposal of properties on 

the basis of priority by implementing the protected assets as per relevant laws. The creditor's claims would, 

to the degree of the shortfall, be deemed inferior to unsecured creditors. 
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CONCLUSION 

The settlement of corporate insolvency is a mechanism in which financial creditors determine whether the 

business of the debtor is sustainable to survive and the possibilities for its rescue and revival.When an 

insolvency settlement fails or financial creditors conclude that the debtor's company will not be profitably 

carried out and it should be wound up. The debtor will undergo a liquidation process and the liquidator will 

recognize and distribute the debtor's assets. A collaborative forum for lenders to negotiate with the corporate 

debtor's total troubled status is provided by the insolvency resolution process. This is a major deviation from 

the current regulatory system in which the debtor has the sole obligation to begin a reorganization plan and 

lenders will undertake independent restitution, protection regulation and debt settlement measures. 

All delivery shall take place in the manner provided for by the Code. The NCLT passes an order to 

effectively liquefy the corporate debtor until all the funds of the corporate debtor are liquidated.The 

Insolvency and Bankruptcy Code was adopted largely to reduce NPA damages suffered by the Indian 

Banking Industry. Although it is highly doubtful that it can bring back the amount already stuck in stressed 

assets in the form of NPAs, it can help to a large extent to avoid the overall crisis. In addition to its legal 

effect, IBC has also played a major role in the macroeconomic goals that offer India a powerful place on the 

global stage. 
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