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This paper assesses the effectiveness of different Debt Recovery Channels (DRCs) in 

resolving Non-Performing Assets (NPAs) of scheduled commercial banks in India, namely 

Lok Adalats (LAs), Debt Recovery Tribunals (DRTs), Asset Reconstruction Companies 

(ARCs), and the Insolvency and Bankruptcy Code (IBC). The analysis shows meaningful 

differences in effectiveness across these mechanisms, with IBC and ARCs achieving higher 

Debt Recovery Rates (DRRs) compared to LAs and DRTs. The relationship between DRR 

and case burden also varies across channels: increasing numbers of cases and higher 

amounts per case reduce effectiveness in LAs and DRTs, while ARCs remain relatively 

stable and the IBC is more resilient to rising caseloads. These findings highlight the role of 

institutional design and operational capacity in shaping the functioning of different DRCs 

and underscore the need for strengthening channel-specific capabilities to improve India's 

overall debt recovery framework.

Abstract

INTRODUCTION 

Non-performing assets (NPAs) severely hamper commercial banks' profitability and 

operational effectiveness. They also degrade the value of their assets, negatively affecting 

their ability to lend and long-term sustainability (Baudino & Yun, 2017). Left unaddressed, 

NPAs can cause banks to fail and trap them in a vicious cycle of consequences, which, in 

turn, threaten their stability and growth (Mani et al., 2023). Rising NPAs and the 

deteriorating asset quality of commercial banks in India have recently caused some anxiety. 

By 1998-99, the Gross NPAs to Gross Advances Ratio (GNPAR) had reached 14.7 percent, 

which, due to concerted efforts, declined to 4.9 percent in 2004-05 and further to 3.2 percent 

by 2012-13. However, it rose again to 11.2 percent by 2017-18. Since then, the NPAs 

gradually declined to 2.7 percent by the end of the 2024 fiscal. However, in absolute terms, 

Effectiveness, 

Debt Recovery Channels (DRCs), 

Non-Performing Assets (NPAs),

Debt Recovery Tribunals (DRTs),

Debt Recovery Rates (DRRs)



11

NPAs kept rising from Rs. 58,722 Crores in 1998-99 to Rs. Regulatory Interventions 

10,35,294 Crores in 2017-18. Since then, the NPAs of the 
In light of the necessity of expediting debt recovery to reduce 

scheduled commercial banks have come down to Rs. 4,80,701 
NPAs, governments and financial sector regulators have been 

Crores by 2022-24 (Appendix 1). 
under pressure to devise appropriate responses to the challenges 

The rise in NPAs in India may be attributed to the global posed by the increasing number of NPAs. Consequently, 

economic slowdown, domestic policy uncertainty, sector- numerous measures have been implemented over time to 

specific difficulties, and delays in detecting and settling stressed alleviate the menace of NPAs . The Reserve Bank of India (RBI) 

assets (Singh & Brar, 2016). The persistent rise in NPAs has undertaken periodic Asset Quality Reviews (AQRs) to detect 

undermines banks' credibility and shakes depositors' faith in their hidden NPAs and guarantee transparent reporting of banks' 

banks. It may discourage people from depositing their savings in financial positions through such stress tests (Mohan & Ray, 

banks and prompt them even to withdraw their deposits, which 2022). Complementing this, the Prompt Corrective Action (PCA) 

could lead to credit contraction and a drop in commercial bank's framework mandates corrective steps when banks breach 

efficiency, liquidity and profitability. The substantial write-offs specified financial thresholds, thereby strengthening supervisory 

that have occurred in recent years have been the primary cause of discipline (Bhusan et al., 2022).

the decrease in NPAs. However, regulatory reforms and 
To facilitate resolution outside lengthy legal processes, banks 

recoveries through various channels cannot be disregarded. 
have access to multiple restructuring and settlement mechanisms. 

Criticality of Recovering NPAs The One-Time Settlement (OTS) scheme allows mutually agreed 

lump-sum settlements between lenders and stressed borrowers 
Banks must exercise strong credit discipline and due diligence to 

(RBI, 2005). Frameworks such as Corporate Debt Restructuring 
minimise loan failures and to maintain NPAs within manageable 

(CDR), Strategic Debt Restructuring (SDR), and the Scheme for 
limits. The timely monitoring and recovery of stressed assets are 

Sustainable Structuring of Stressed Assets (S4A) allows lenders 
crucial for the maintenance of solvency, liquidity, profitability, 

to restructure unsustainable debt, convert a portion into equity, or 
and compliance with capital adequacy norms (Bawa et al., 2019). 

bifurcate stressed assets into sustainable and unsustainable 
Early loan realization can be helpful for asset quality 

components to expedite their resolution and preserve firms' 
preservation, as the proportion of  NPAs in bank portfolios 

viability (Mathew, 2017). The Securitisation and Reconstruction 
increases as a result of delayed recovery (Mohan & Ray, 2022). 

of Financial Assets and Enforcement of Security Interest 
High NPAs impede economic growth, disrupt credit flow to the 

(SARFAESI) Act, 2002, further empowers lending banks to 
actual economy, and restrict a bank's lending capacity. Banks are 

enforce security interests by seizing and selling collateral 
encouraged to recycle funds for new lending through debt 

property without court intervention.
recovery, which in turn fosters economic development, 

consumption, and investment (Cucinelli, 2015) . Additional policy measures have focused on strengthening bank 

balance sheets through recapitalisation of Public Sector Banks 
A critical aspect of credit risk mitigation is the reduction of delay 

(PSBs) to enhance their loss-absorption capacity. Banks are also 
or default risks in debt recovery. Persistently unresolved NPAs 

required to maintain lists of wilful defaulters, restrict their access 
heighten credit risk concentration in bank portfolios, while 

to credit, and share such information to deter future defaults. In 
successful recovery strengthens prudential risk management 

essence, it is recognised that zero NPA is utopian, but zero 
(Kadanda & Raj, 2018). Financial intermediaries are obligated to 

tolerance for NPAs is essential for tackling NPAs . While 
safeguard depositor funds by maintaining NPAs at prudent levels. 

creating, delivering, and managing loans, bankers remember that 
The overall stability of the banking system and the confidence of 

“Bad loans are sown in good times” (Bhadury & Pratap, 2018).
depositors are both improved by the effective recovery of NPAs 

(Nayak & Chandiramani, 2022). To ensure financial stability and Debt Recovery Channels (DRC) 

soundness, regulatory bodies impose prudent standards and 
The SCBs have the ability to access additional Debt Recovery 

capital requirements on banks. Speedy debt recovery assists 
Channels (DRCs) alongside to the routine recovery processes, 

banks in fulfilling regulatory obligations and maintaining capital 
which will facilitate a cost-effective and speedy debt recovery. 

adequacy ratios (Caprio & Honohan, 2000).
Prominent among these include:  (1) Lok Adalats, or People's 
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Court, are intended to expedite NPA recoveries through alternate Recovery proceedings incur considerable legal, administrative, 

dispute resolution. SCBs have been encouraged by the RBI to and valuation expenses, which diminish the final amount realized 

utilize this mechanism to recover loans, with an increased limit of and lower the profitability and efficiency of the recovery bank 

up to Rs 20 crore; (2) Debt Recovery Tribunals (DRTs) and the (Das & Uppal, 2021). Even when assets are transferred to ARCs, 

Debt Recovery Appellate Tribunals (DRATs) were instituted banks often experience substantial haircuts or write-offs, which 

under the Debt Recovery and Bankruptcy Act 1993 to facilitate have a detrimental impact on the profitability and capital 

the recovery of debts exceeding Rs. 20 lakhs; (3) Assets adequacy of the lending institutions. This is due to the fact that the 

Reconstruction Companies (ARCs) have been set up under the recovery amount is significantly reduced, resulting in losses 

Securitisation and Reconstruction of Financial Assets and (Ahmed, 2021).

Enforcement of Security Interest (SARFAESI) Act 2002 to 
In uncertain market conditions, banks find it challenging to 

acquire the NPA of SCBs, particularly the Public Sector Banks, at 
determine the value of distressed assets, which delays recovery 

a discounted rates or haircuts; and (4) The Insolvency and 
decisions and raises the risk of mispricing (Babu et al., 2023). The 

Bankruptcy Code (IBC) 2016 establishes a comprehensive 
likelihood of recovery is also influenced by external factors, 

legislative framework for the efficient and integrated resolution 
including market dynamics, government policies, regulatory 

of stressed assets. It establishes a consolidated framework for 
changes, and geopolitical developments (Dey, 2018).

individuals, partnership firms, and companies to adhere to during 
EXISTING RESEARCH EVIDENCEbankruptcy and insolvency (Bhagwati, 2022).

Research has demonstrated that the effectiveness of debt Challenges Involved in the NPA Recovery 
recovery mechanisms is crucial for the enhancement of bank's 

A comprehensive approach that includes proactive risk 
efficiency and performance. Evidence from Nigeria shows that 

management, effective recovery mechanisms, robust legal 
commercial banks' profitability and asset quality are 

frameworks, and a facilitative regulatory framework is necessary 
substantially improved by debt rescheduling, collateral 

for NPA recovery. Timely intervention and early identification of 
repossession, and mortgage auctions (Odumusor et al., 2023). 

stressed assets are essential for enhancing the prospects of NPA 
Over time, regulatory reforms and improved governance in 

recovery and minimizing losses (Woo, 2000).
Bangladesh significantly reduced non-performing loans (Amin 

Recovering non-performing assets (NPAs) is as challenging as et al., 2019). Research conducted in North America has also 

necessary. The dynamics of macroeconomic conditions, demonstrated that loan-level characteristics, including leverage, 

institutional frameworks, and loan characteristics influence contract terms, and collateral, have a more significant impact on 

recovery outcomes. Debt recovery and dispute resolution recovery outcomes than borrower characteristics (Khieu et al., 

processes often experience delays as a result of the lengthy and 2012).

intricate legal procedures, which favour defaulting debtors at the 
The literature provides a wide range of perspectives on the 

expense of lending banks (Zafar et al., 2013). The recovery 
determinants of NPAs and the functioning of recovery channels 

procedure is further complicated by collateral-related issues, 
in the Indian context. Between 2004 and 2018, secured loans 

such as disputes over valuation (Bajaj et al., 2021).
were found not to guarantee better recoveries (Bajaj et al., 2021). 

In some instances, banks may encounter challenges during Research evaluating the Insolvency and Bankruptcy Code (IBC) 

identifying and restructuring nonperforming assets (NPAs), reports improvements in credit availability, lower financing costs 

which includes framing sustainable repayment plans . The and better performance of distressed firms (Bose et al., 2021; 

difficulty of resolution is further compounded by operational Fatima & Ashraf, 2020). Empirical evidence from 2016–20 

challenges, including the identification of wilful defaulters, non- suggests that the IBC outperforms traditional mechanisms such 

cooperative borrowers, and cases involving fraud (Jayadev & as Lok Adalats, DRTs and ARCs (Mohan & Das, 2021). Earlier 

Padma, 2020). In addition, creditors' repayment capacity is work also shows that SARFAESI-based enforcement improved 

weakened, asset values are reduced, and recovery efforts are recoveries and strengthened bank stability and profitability of 

impeded by economic downturns or sector-specific stress (Dutt et lender banks (Kumar et al., 2017; Shaardha & Jain, 2016). 

al., 2024). However, contrasting findings indicate that existing channels 
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often remain inadequate, pointing to delays, bottlenecks and 06, after which it kept declining to reach a mere 1.8 percent in 

limited institutional capacity (Sahoo & Majhi, 2020; Unny, 2011; 2022-23, except in 2011-12 when the DRR had increased from 

Visaria, 2009). Additional studies note that stringent recovery 3.7 percent in 2010-11 to 11.8 percent. 

measures reduce NPAs only temporarily and that some loan 
The case with the Debt Recovery Tribunals (DRT) has been 

categories—such as term and real estate loans—are more 
somewhat different. Their DRR presents a wave-like trend that 

recoverable (Misra et al., 2016). Drawing from global 
suddenly jumps to a higher level after a few years of decline. The 

experience, decentralised restructuring strategy has also been 
trend line, however, shows that, on average, their DRR has been 

suggested for large economy like India to recover NPAs 
higher during the initial years of study but declined somewhat 

(Mukherjee, 2003).
sharply by the end of 2023 fiscals. The DRR of the Assets 

Recent empirical work emphasises how institutional design and Reconstruction Companies (ARCs) presents a very similar trend, 

enforcement quality shape recovery outcomes. For Korean with the only difference being that it does not decline as sharply 

SMEs, specific legal actions significantly influence loss given as in the case of LAs and DRTs. The Insolvency and Bankruptcy 

default (Han & Jang, 2013), while Indian evidence highlights that Code (IBC) came into existence much later. Its DRR data is 

indirect evergreening practices distort asset quality and weaken available only from 2017-18 to 2022-24.  Even during this short 

recovery mechanisms (Kashyap et al., 2023). International period, its DRR evinces a declining trend as it declined from 49.6 

research also shows that transparent, time-bound auction percent in 2017-18 to 28.3 percent in 2023-24.

mechanisms improve recovery rates (Thorburn, 2000). Broader 
This phenomenon contradicts the general understanding that debt 

analyses of India's insolvency architecture underline persistent 
recovery channels (DRCs) must improve as institutions gain 

challenges such as delays, litigation burdens and capacity 
experience and expertise over time. We notice here that DRC 

constraints (Agarwal et al., 2020; Das et al., 2020). More recent 
performance tends to decline with time. Is it that enthusiasm is 

findings reveal that firms resolved under the IBC show 
high during the early years of launching a DRC mechanism, 

operational recovery and value preservation despite procedural 
leading to better performance and higher DRR, and as time 

bottlenecks (Ram Mohan & Gopalakrishnan, 2023).
elapses, enthusiasm wanes, and effectiveness declines? 

The above studies show that many research studies have been Nevertheless, this would be a mere conjecture and must be tested. 

undertaken to examine the effectiveness of DRCs in the Indian 
Besides, the waning enthusiasm logic sounds too simplistic, for it 

context. However, since most studies were conducted before the 
ignores several other changes that may occur in the debt recovery 

Insolvency and Bankruptcy Code (IBC) was implemented, only 
process over time. For example, with time, the cases referred to a 

some studies cover this new mechanism. Besides, the present 
DRC, the amount involved in the cases referred, the per case 

study is based on the latest available data up to the end of the 2024 
amount involved and the amount recovered may all change. Most 

fiscal year. Thus, it comments on the contemporary situation and 
likely, they all are likely to increase, which may, in turn, increase 

adds value to the existing body of knowledge.
the debt recovery burdens (DRB) on the DRCs. Conversely, all or 

OVERVIEW OF DEBT RECOVERY PERFORMANCE some of these variables may decline, leading to a lower amount 

recovered by a DRC. This may give the impression that the 
Debt recovery data for the past 25 years reveal a peculiar trend 

efficiency and effectiveness of the DRC to resolve disputes and 
across all recovery channels, as presented in Appendix 2. The 

recover debt has declined. 
debt recovery rate (DRR) increased during the first four to five 

years under study. Afterwards, a declining trend was recorded Available data for 14 years from 2010-11 to 2023-24 strongly 

throughout the rest of the study period. Taken as a whole, for indicate this possibility. For example, in the case of the Lok 

example, the overall DRR (all four channels put together) went Adalats (LA), the number of cases referred to them increased 

up from 20.9 percent in 2003-04 to 50.1 percent in 2007-08, but from 6.16 Lakh in 2010-11 to 44.57 Lakh in 2015-16. For the next 

after that, they persistently declined to 16.5 percent in 2023-24. two years, the number of cases referred to it declined to rise again 

This is not only true for the DRR collectively but also in 2020-21, when 19.49 lakh cases were referred to them. Since 

individually. In the case of the Lok Adalats (LAs), the DRR then, the number of cases referred to them has shot up to 126.848 

increased from 13.5 percent in 2003-04 to 20.3 percent in 2005- Lakh at the end of the 2024 fiscal year.  It is not only that the 
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number of cases changed, but the amount involved in these cases as high as 224,935 Crores. The per-case amount also followed the 

also drastically increased from Rs. 5,300 Crores in 2010-11 to Rs. same trend. It increased from Rs. 4,926 Crores in 2017-18 to Rs. 

67,801 Crores in 2019-20 and then reduced to Rs.28,084 Crores 104,117 Crores in 2019-20, whereafter it declined and rose again 

in 2020-21, which suddenly shot up to Rs. 189,694 Crores in to reach Rs. 46,340 Crores in 2023-24. Following the trend 

2023-24. So has been the case with the amount involved per case, depicted by all other DRCs, the IBCs also evinces that the amount 

though the increase has not been as pronounced. The amount recovered through this process had increased from Rs. 4,926 

recovered went up from Rs. 200 Crores in 2011-12 to Rs. 3,322 Crores in 2017-18 to Rs. 46,340 Crores in 2023-24. However, 

Crores in 2023-24. Curiously, the DRR during the corresponding their DRR during the corresponding period declined from 49.61 

period declined from 11.76 percent to 1.80 percent (Appendix percent to 28.30 percent (Appendix 3(d) ).  

3(a) ).  
Taking all four channels together, the number of cases referred to 

The case with DRTs has been the same. The number of cases them increased from 7.47 Lakh in 2010-11 to 129.48 Lakh in 

referred to them increased from 12,872 in 2010-11 to 31,414 in 2023-24. So has been the case with the amount involved in these 

2023-24. The amount involved in the cases also increased from cases, which rose from Rs. 0.50 Lakh Crores to Rs. 5.84 Lakh 

Rs. 14,100 Crores in 2010-11 to 2,25,361 Crores in 2020-21. In Crores. The per-case amount, however, fluctuated through the 

2020-21, the amount involved in the cases referred to the DRTs period of study. The recovered amount increased from Rs. 15,700 

recorded a sudden decline to Rs. 68,956 Crores to jump to Rs. Crores in 2010-11 to Rs. 96,325 Crores in 2023-24, even though 

402,636 Crores the following year. The per-case amount the recovery rate over these two periods declined from 31.40 

increased from 1.10 to 7.16 crores during the corresponding percent to 16.50 percent (Appendix 3(e) ).

period. As was the case with LAs, while the amount recovered 
METHODOLOGY

through DRTs rose from 3,900 Crores in 2010-11 to Rs. 16,202 
While it is established that the DRR of different DRCs declines as Crores in 2023-24, their DRR during the corresponding period 
time passes, it is still being determined if this is equally declined from 27.66 percent to 15.20 percent (Appendix 3(b) ).  
significant for all the DRCs. Using the null hypothesis that there 

In the case of the debt recovery by the Assets Reconstruction 
is no significant difference in the DRRs across various DRCs, we 

Companies (ARCs) established under the Securitisation and 
seek to evaluate and comment on the performance of four 

Reconstruction of Financial Assets and Enforcement of Security 
prominent DRCs comprising the Lok Adalats (LA), Debt 

Interest (SARFAESI) Act 2002, the number of cases referred to 
Recovery Tribunals (DRTs), Assets Reconstruction Companies 

them recorded a relatively marginal increase from 118,642 to 
(ARCs), and Insolvency and Bankruptcy Code (IBC). This is 

231,407 during the period under study. However, the amount 
sought to be achieved using the Analysis of Variance (ANOVA).

involved in these cases has increased exponentially from Rs. 
As indicated earlier, the passage of time alone cannot be the 30,600 Crores in 2010-11 to Rs. 123,363 Crores in 2023-24. The 
plausible determinant of the DRRs because of the critical changes per-case amount involved in the ARC had increased from Rs. 
in some related variables. Therefore, correlating a few identified 25.79 Lakh in 2010-11 to Rs. 186.29 Lakh in 2019-20. Since then, 
variables with the DRR appears imminent. To achieve this the same has declined to Rs. 53.30 Lakh in 2023-24. As was the 
objective, Karl Pearson's Coefficient of Correlation has been case with the other DRCs, while the amount recovered increased 
calculated between the DRRs as a Dependent Variable (DV) and from Rs. 11,600 Crores in 2010-11 to Rs. 30,460 Crores in 2023-
the Number of Cases (NoC), the Amounts Involved (AI), and the 24, the DRR during the corresponding period declined from 
Per Case Amount (PCA) as Independent Variables (IVs). As 37.91 percent to 24.70 percent (Appendix 3(c) ).  
mentioned in the preceding paragraphs, the variables used as IVs 

As regards the recovery of debts by the Insolvency and 
undergo significant growth over time, and each of them can 

Bankruptcy Code (IBC), the number of cases rose from 704 in 
potentially affect DRCs' performance as measured by their 

2017-18 to 1,986 in 2019-20. In 2020-21, it declined to 536 but 
DRRs. As these variables change, they may exert or ease pressure 

increased again to reach 1,002 in 2023-24. In contrast, the amount 
on the DRCs, affecting their effectiveness positively or 

involved in these cases rose from Rs. 9,929 Crores in 2017-18 to 
negatively.

Rs. 163,943 Crores in 2023-24. In 2017-23, the figures had been 
The above two analyses are based on fourteen years of data from 
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2010-11 to 2023-24 as downloaded from the RBI Data As discussed in the conceptual framework, Karl Pearson's 

Warehouse. However, the analysis concerning the IBC is based Coefficient of Correlation was computed to examine the 

on only seven years of data downloaded from the same source. association between Debt Recovery Rates (DRRs) and three 

The background details reported in Appendices 1 and 2 of the independent variables—NoC, AI, and APC—for each of the four 

paper are based on 21 years of data from 2003-04 to 2023-24. The Debt Recovery Channels (DRCs), namely Lok Adalats (LAs), 

choice of the period has been guided and constrained by the Debt Recovery Tribunals (DRTs), Asset Reconstruction 

availability of data on the identified parameters. The period under Companies (ARCs), and the Insolvency and Bankruptcy Code 

study encompasses the rise and fall in the NPAs of the SCBs and (IBC). The correlation analysis highlights a systematic 

the DRRs of different DRCs. Although the period under study is association between recovery performance and case burden 

relatively short, the study presents the latest data. across channels (Table 3, Appendix 4). For LAs and DRTs, DRRs 

are negatively correlated with the NoC, AI, and APC indicating 

ANALYSIS AND INTERPRETATION that rising caseloads and exposure sizes strain recovery capacity. 

This finding is consistent with prior evidence suggesting that The descriptive statistics reveal clear differences in the average 
congestion and procedural delays reduce recovery efficiency in Debt Recovery Rates (DRRs) across debt recovery channels 
tribunal-based mechanisms (Visaria, 2009; Unny, 2011).(Table 1). Lok Adalats (LAs) and Debt Recovery Tribunals 

(DRTs) exhibit comparatively lower mean recovery rates, ARCs exhibit a similar negative relationship, particularly with 

whereas Asset Reconstruction Companies (ARCs) and the respect to case volume and total amount involved, suggesting that 

Insolvency and Bankruptcy Code (IBC) demonstrate even market-based recovery channels face capacity constraints 

substantially higher recovery performance. These differences when stressed assets increase. In contrast, the IBC displays a 

reflect the distinct institutional mandates and case profiles of positive correlation between DRR and number of cases, 

each channel. The relatively narrow dispersion of DRRs for LAs, indicating resilience to rising caseloads. However, the strong 

DRTs, and ARCs reflects stability arising from longer time negative correlation between DRR and amount per case under the 

coverage, while the wider variability observed under the IBC is IBC suggests that recovery becomes more challenging as case 

attributable to its shorter operational history and evolving size increases. Given the shorter time series for IBC data, these 

implementation. Similar patterns of higher recovery under results should be interpreted cautiously.

formal resolution mechanisms have been reported in earlier 
The regression analysis further examines the joint influence of 

studies on the IBC and SARFAESI framework (Bose et al., 2021; 
case burden variables on recovery performance (Table 4). The 

Mohan & Das, 2021), reinforcing the role of structured resolution 
overall regression models are statistically significant for all four 

processes in improving recovery outcomes.
channels, indicating that the three predictors jointly explain a 

The Single Factor ANOVA results confirm that the mean DRRs meaningful share of variation in recovery rates. However, the 

differ significantly across the four DRCs (Table 2). The null importance of individual predictors differs across mechanisms. 

hypothesis of equal recovery performance is rejected at the 5 For Lok Adalats, none of the predictors is individually 

percent level, indicating that recovery effectiveness is not significant, suggesting that recovery outcomes in this channel are 

uniform across mechanisms. This finding aligns with the influenced more by institutional and procedural factors than by 

institutional view that recovery outcomes depend not only on measurable case-burden indicators. For DRTs, all three 

legal authority but also on procedural design, creditor variables—number of cases, amount involved, and amount per 

participation, and case complexity. The superior average case—are statistically significant, confirming that rising 

performance of ARCs and the IBC suggests that mechanisms caseloads and exposure levels materially reduce recovery 

designed for larger exposures and structured resolution are better efficiency. 

equipped to handle complex distress situations. This supports 
In contrast, for ARCs and the IBC, individual coefficients are not 

earlier empirical evidence that formal insolvency and asset 
statistically significant, despite strong overall model fit. This 

reconstruction frameworks outperform informal or quasi-judicial 
indicates that recovery outcomes under these mechanisms are not 

channels in terms of recovery efficiency (Mohan & Das, 2021; 
driven solely by case-burden variables, but also by channel-

Thorburn, 2000).
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specific features such as resolution strategy, creditor characteristics and case-specific features, which were unable to 

coordination, and market conditions. These findings underscore be incorporated due to data constraints. Future research using 

the heterogeneous nature of recovery dynamics across debt firm- or case-level data can provide deeper insights into the 

recovery channels. determinants of recovery outcomes and allow for more robust 

modelling, including controls for borrower quality, collateral 
CONCLUSIONS 

type and institutional factors.
The analysis indicates that the recovery rates of India's debt 

recovery channels vary, with ARCs and the IBC performing 

better than Lok Adalats and DRTs. However, a common pattern 

consistently emerges in most of the mechanisms: the recovery 

efficiency of these mechanisms decreases as the number of cases 

and the amount involved increase. This is notably apparent in Lok 

Adalats, DRTs, and ARCs. The IBC appears to be more resilient 

to increasing caseloads, although its results should be interpreted 

with caution due to the limited data and shortened operational 

period. 

This decline in efficiency and the accompanying rise in case 

burden implies that these institutions may not be adequately 

suited to manage the increasing volume of cases and the 

complexity of disputes. As the financial interests increase, 

negotiations become a bit harder and resolution becomes 

challenging. It is therefore imperative to fortify institutional 

capacity and optimize case-handling processes in order to 

strengthen the overall effectiveness of the debt recovery 

framework.

POLICY IMPLICATION

The findings indicate that debt recovery channels (DRCs) in 

India require targeted policy interventions to improve their 

effectiveness. In order to mitigate the decline in debt recovery 

rates (DRRs) associated with excessive caseloads, policymakers 

should prioritize the enhancement of institutional capacities 

within the DRCs, including Lok Adalats, DRTs, and ARCs. 

This involves the allocation of adequate physical, financial, and 

human resources to manage increased workloads and expedite 

the processing of cases.

LIMITATION AND FUTURE SCOPE OF STUDY 

The study is predicated on annual aggregate data reported by the 

RBI, which restricts the number of observations that can be 

analyzed for statistical purposes. In light of this, the results 

should be regarded as indicative trends rather than causal 

estimates. Furthermore, the performance of recovery across 

channels may be influenced by factors such as lender 

Journal of Business Studies, Volume XV, 2025, (ISSN:0975-0150)

Table 1: Descriptive Statistics: DRRs across Different DRCs

Note- 
DRR = Debt Recovery Rate ; DRC = Debt Recovery Channels
Source: Authors' calculations from RBI data.

Table 2: Single Factor ANOVA Statistics of the 

DRRs of different DRCs

Source: Statistical Tables Relating to Banks in India
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