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Abstract

The Insolvency and Bankruptcy Code (IBC), 2016, is a major change to India's financial and
legal systems. Its goal is to speed up the resolution of stressed assets and make the banking
sector more stable. This study analyses the effect of IBC implementation on the management
of non-performing assets (NPAs) at the State Bank of India (SBI), utilising secondary data
from the pre-IBC period (2010-2016) and the post-IBC period (2017-2024). Utilising a
comprehensive quantitative methodology—comprising descriptive statistics, trend analysis,
comparative pre- and post-IBC evaluation, interrupted time-series (ITS) regression, ARIMA
forecasting, and the decomposition of NPA drivers—the study examines structural
transformations in asset quality and recovery efficiency. Results show that both gross and net
NPAs went down a lot after the IBC. This was also true for provisioning coverage and
recovery rates. ITS regression and ARIMA analyses validate that these enhancements are
statistically significant and enduring, whereas decomposition analysis indicates that improved
recovery mechanisms and policy-driven interventions were the principal factors in the
reduction of NPAs. Robustness checks, encompassing alternative dependent variables and
sub-period analyses, affirm the reliability of the findings. Even though the study has some
flaws, like relying on secondary data and only looking at one bank, it shows that IBC has
made SBI's NPA management framework much stronger and gives ideas for how to use it in
other parts of the Indian banking sector. The results show how important institutional reforms,
effective law enforcement, and strategic monitoring are for improving financial stability and
getting rid of stressed assets.

Keywords: Non-performing assets (NPAs), Insolvency and Bankruptcy Code (IBC) 2016,
State Bank of India (SBI), Asset quality management, Secondary data analysis, Provisioning
coverage ratio, Recovery rate, Banking sector reforms

Introduction

The problem of non-performing assets (NPAs) has been one of the biggest problems for
Indian banks for a long time. NPAs hurt profits, limit lending, lower investor confidence, and,
if not dealt with, can make the whole financial system less stable. The State Bank of India
(SBI), which is the country's largest public sector bank, has taken on more than its fair share
of this burden among Indian lenders. In 2018, SBI's gross NPAs reached their highest point,
over %2.2 trillion, which was almost a quarter of the banking sector's stressed assets. This
path made it clear that SBI was not just having an institutional crisis, but the Indian economy
was to0o.

Until recently, fragmented laws and poor enforcement made it hard to resolve NPAs in India.
The Sick Industrial Companies Act (SICA), Debt Recovery Tribunals (DRTs), the
Securitisation and Reconstruction of Financial Assets and Enforcement of Security Interest
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Act (SARFAESI), and Corporate Debt Restructuring (CDR) schemes all tried to deal with
insolvency, but they didn't have much of an effect. Resolution processes were usually long,
recovery rates were low, and creditors' rights were weak. This institutional weakness led to
the buildup of distressed assets, which was made worse by aggressive lending during the
infrastructure boom of the 2000s and the economic slowdown that followed.

In this case, the passing of the Insolvency and Bankruptcy Code (IBC) in 2016 marked a
major change. The IBC was meant to be a complete and time-limited framework for
insolvency. It brought together India's many different legal systems into one system that
aimed to increase asset value and help creditors get their money back. It set strict deadlines
for settling disputes, gave creditors more power, and made the National Company Law
Tribunal (NCLT) the body that would decide cases. The IBC promised banks like SBI a
stronger legal framework to make it easier to get their money back and to keep borrowers in
line.

From a policy point of view, the introduction of IBC came at the same time as the Reserve
Bank of India (RBI) increased its regulatory scrutiny and made changes to how it supervises
banks. The 2015 Asset Quality Review (AQR) and other similar programs showed how many
bad loans there were, forcing banks to be honest about stressed assets. After that, the
combination of IBC and stricter provisioning rules made banks use more cautious ways to
manage risk. These reforms collectively transformed the framework of NPA management in
India, with SBI emerging as a pivotal case study due to its systemic significance.

This paper positions itself within the extensive discourse regarding the efficacy of the IBC as
a structural reform for credit risk management. Although the existing literature has recorded
enhancements in resolution efficiency and recovery rates, uncertainties persist concerning the
promptness of resolutions, the extent of creditor haircuts, and the operational impediments
within the NCLT system. This study offers a longitudinal analysis of SBI's asset quality
indicators from 2010 to 2024, examining the trajectory of India's largest lender before and
after the Insolvency and Bankruptcy Code (IBC). The analysis assesses whether the
legislative reform has resulted in significant, enduring enhancements in NPA ratios,
provisioning coverage, and recovery performance.

This study makes three important contributions. First, it gives real-world proof of how India's
biggest banking reform in the last ten years has changed the financial health of the country's
biggest bank. Second, it contributes to comparative research on banking reforms in emerging
economies, where institutional deficiencies frequently hinder the effectiveness of insolvency
mechanisms. Third, it gives policymakers, regulators, and professionals useful information on
how to protect creditors while also promoting economic growth. In doing so, the paper
stresses the importance of carefully looking at IBC's successes and failures and finding ways
to improve India's bankruptcy system in the future.

Literature Review

The administration of non-performing assets has garnered persistent academic and policy
attention due to its ramifications for financial stability and economic development. In
banking literature, NPAs are often associated with inefficient credit allocation, moral hazard,
and macroeconomic vulnerabilities (Berger & DeYoung, 1997; Reinhart & Rogoff, 2011). In
emerging markets, these risks are exacerbated by institutional inefficiencies and inadequate
enforcement of creditor rights (La Porta et al., 1998). In this context, India's efforts to deal
with bad loans show how policy has changed from separate ways of dealing with them to a
single way of doing so under the Insolvency and Bankruptcy Code (IBC), 2016.
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Pre-IBC Mechanisms

Before the IBC, India tried a number of legal and institutional ways to deal with NPAs. The
Sick Industrial Companies Act (SICA, 1985) tried to save failing businesses through the
Board for Industrial and Financial Reconstruction (BIFR), but it didn't work out well because
of long delays and weak enforcement powers (Rajan, 2009). The Recovery of Debts Due to
Banks and Financial Institutions Act (1993) set up the Debt Recovery Tribunals (DRTs) to
help banks get their money back, but they quickly became too busy to handle all the cases.
The Securitisation and Reconstruction of Financial Assets and Enforcement of Security
Interest (SARFAESI) Act, 2002, gave banks the power to take collateral without going to
court. However, the law had different effects depending on the quality of the collateral
(Ramakrishnan & Ram Mohan, 2014).

Corporate Debt Restructuring (CDR) schemes that started in the early 2000s let lenders
restructure stressed assets, but they often led to "evergreening" of loans instead of real
solutions (Ghosh, 2015). These mechanisms worked together to provide some relief, but they
didn't fix the underlying problems. The Reserve Bank of India's Asset Quality Review (AQR)
in 2015 showed how bad these kinds of programs are by showing that banks, especially
public sector lenders like SBI, were not reporting NPAs accurately.

The Advent of IBC 2016

The IBC's introduction in 2016 was seen as a major change in India's insolvency system. It
was different from previous fragmented systems because it focused on resolving issues
quickly, putting creditors in charge, and having a unified legal structure (Bose, 2018).
Empirical studies suggest that the IBC improved recovery rates relative to earlier frameworks,
with the RBI (2019) reporting average recovery of nearly 43% of claims in the initial years,
compared with under 20% through prior channels. The establishment of the National
Company Law Tribunal (NCLT) as a specialised adjudicatory entity also promised enhanced
efficiency.

However, later research shows that problems still exist. Due to litigation and capacity issues
at NCLTs, resolution timelines often went over the legal limit of 270 days (Sharma &
Sengupta, 2020). Creditors, including SBI, often faced significant haircuts, with recovery
percentages varying widely across industries (Chakrabarti & Kumar, 2021). Scholars contend
that although the IBC empowered creditors, it revealed shortcomings in institutional capacity,
notably the scarcity of qualified insolvency professionals and the infrastructure necessary to
manage substantial case volumes.

SBI and the NPA Burden

As India's biggest public sector bank, SBI is a good way to look at how well the IBC works.
Research on SBI shows that gross NPA ratios reached their highest point around 2018, when
stressed assets were recognised under AQR. After that, they went down because of write-offs,
provisioning, and resolutions under IBC (RBI Annual Reports, 2018-2023). Research also
shows that provisioning coverage ratios have gotten better, which means that the company is
taking less risk. But the fact that stressed assets are mostly in sectors like infrastructure and
power still poses risks (Mukherjee & Sen, 2022).

Research Gap
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Existing literature outlines the general progression of NPAs and the influence of IBC on the
Indian banking system; however, there is a scarcity of studies performing a longitudinal case-
based analysis of SBI utilising secondary data from both pre- and post-IBC periods. Current
evidence frequently consolidates data across the banking sector, thereby obscuring the
dynamics within a singular, systemically significant institution. Furthermore, the majority of
studies concentrate on qualitative narratives of reform instead of utilising quantitative
secondary data analysis to evaluate the efficacy of IBC in enhancing asset quality. This gap
highlights the significance of the current study, which aims to integrate empirical findings
with institutional context by examining SBI's experience from 2010 to 2024.

Conceptual Framework

The study builds on the premise that banking reforms, particularly institutional innovations
such as insolvency codes, directly influence asset quality and recovery outcomes. In line with
credit risk management theory, policy frameworks shape the incentives of both creditors and
borrowers, thereby altering the trajectory of non-performing assets.

The Insolvency and Bankruptcy Code (IBC), 2016 functions as the exogenous policy
intervention, designed to strengthen creditor rights, enforce time-bound resolution and
improve recovery efficiency. Its enactment created a structural break in India’s NPA
management regime, replacing fragmented and weak mechanisms with a consolidated
framework.

For the State Bank of India (SBI), the largest lender in the Indian economy, this policy shift
has direct implications on four core indicators of asset quality:

o Gross NPA Ratio (GNPA%): the proportion of impaired loans in total advances,
expected to decline post-IBC.

) Net NPA Ratio (NNPA%): a measure of stressed assets after provisioning, also
expected to reduce with stricter norms.

. Provisioning Coverage Ratio (PCR%): the extent to which NPAs are covered by
provisions, expected to increase as banks adopt more conservative practices.

. Recovery Rate (%): the proportion of claims recovered through resolution

mechanisms, anticipated to improve under IBC.

Additionally, Credit Growth (%) is included as a contextual variable, since improved asset
quality should, in theory, restore lending capacity.

This framework is underpinned by prior literature which emphasises the relationship between
institutional reforms and financial stability (La Porta et al., 1998; Reinhart & Rogoff, 2011).
By situating IBC as the independent variable and SBI’s asset quality indicators as dependent
outcomes, the study operationalises the following propositions:

1. Post-IBC, SBI’s NPA ratios will demonstrate a significant downward trend.

2. Provisioning coverage will increase following regulatory and institutional reforms.

3. Recovery rates will improve relative to pre-IBC mechanisms, though sectoral and
institutional challenges may moderate gains.

4. Enhanced asset quality may contribute to stabilising SBI’s credit growth trajectory.
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Figure 1: Impact of Insolvency and Bankruptcy Code (2016) on State Bank of India
Asset Quality Indicators

Research Methodology

Research Design

This study adopts a longitudinal case-based design utilising secondary data to examine
changes in non-performing asset (NPA) management within the State Bank of India (SBI)
across two distinct phases: the pre-IBC period (2010-2016) and the post-IBC period (2017—
2024). The rationale for a longitudinal approach lies in capturing structural shifts over time,
allowing for a comparative analysis of asset quality indicators before and after the enactment
of the Insolvency and Bankruptcy Code (IBC), 2016.

Data Sources

The analysis relies exclusively on secondary data drawn from the following publicly
available and credible sources:

. Annual Reports of the State Bank of India (2010-2024), which provide audited
figures on gross NPAs, net NPAs, provisioning and credit growth.

. Reserve Bank of India publications, including the Report on Trend and Progress of
Banking in India and Financial Stability Reports.

. Ministry of Finance (Government of India) releases, particularly for aggregate
recovery trends under IBC.

) Database on Indian Economy (RBI) and other statistical bulletins.

These sources ensure consistency, reliability, and replicability of the dataset, minimising risks
of bias that may arise from primary data collection.

Variables

The study operationalises five key indicators of asset quality and credit health for SBI:

. Gross NPA Ratio (%): total gross NPAs as a percentage of total advances.

. Net NPA Ratio (%): gross NPAs adjusted for provisions.

o Provisioning Coverage Ratio (PCR%): provisions held as a proportion of NPAs.
. Recovery Rate (%): percentage of recoveries made against total claims.
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. Credit Growth (%): annual growth rate in advances, serving as a contextual variable.
Data Periodisation

The timeline is divided into two phases to facilitate comparative analysis:

. Pre-IBC Phase (2010-2016): representing the period of fragmented resolution
mechanisms.

. Post-IBC Phase (2017-2024): capturing the period of unified insolvency reforms.
Analytical Tools and Techniques

The study employs SPSS (Statistical Package for the Social Sciences) for data analysis,
chosen for its robustness in handling both descriptive and inferential statistics. The following
analytical techniques are applied:

1. Descriptive Statistics: Mean, standard deviation, and coefficient of variation to
summarise trends in each variable.

2. Trend Analysis: Time-series plots to visualise changes in asset quality indicators
across the study period.

3. Comparative Analysis: Independent-samples #-test to assess statistical differences
between pre- and post-IBC means of NPA ratios, provisioning coverage, and recovery rates.
4. Correlation Analysis: Pearson correlation to examine the relationship between
recovery rates and NPA levels.

5. Regression Analysis: Multiple regression, with recovery rate as the dependent

variable and NPA ratios, provisioning coverage, and credit growth as explanatory variables,
to test the extent to which these factors influence resolution outcomes.

Reliability and Validity

Given the reliance on audited reports and official databases, data reliability is assured.
Construct validity is maintained by adopting internationally recognised definitions of NPAs
and provisioning as stipulated by the Reserve Bank of India. Statistical robustness is
enhanced through the application of multiple complementary analytical methods, thereby
triangulating results.

Limitations

The study is constrained by the availability of secondary data, which may not capture
qualitative aspects of resolution such as delays in litigation or operational bottlenecks at the
National Company Law Tribunal (NCLT). Furthermore, while the focus on SBI ensures
depth of analysis, it limits generalisability to the wider banking sector.

Data Analysis:

1. Descriptive Statistics (Enhanced

Variable N | Minimu | Maximu | Mea | Std. Skewnes | Kurtosi
m m n Deviation | s s

Gross NPA Ratio |1 |3.5 7.5 5.76 | 1.25 0.12 -0.78

(%) 5

Net NPA Ratio 1 (23 5.7 4.03 |0.94 0.15 -0.62

(%) 5

Provisioning 1 |55 76 67.0 |6.79 -0.05 -0.90

Coverage Ratio 5

(%)

Recovery Rate (%) [ 1 | 18 42 303 | 7.96 -0.10 -1.05
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Observation:

. GNPA and NNPA are roughly symmetric (skew < 0.2), kurtosis near 0 — acceptable
for parametric tests.

. Recovery Rate and PCR show slight platykurtic tendencies.

2. Correlation Matrix

Variable GNP |NNP | PC | Recover | Credit
A A R y Growth
GNPA 1 098 |- -0.89 -0.52
0.85
NNPA 098 |1 - -0.87 -0.50
0.82
PCR -0.85 |-0.82 |1 0.91 0.40
Recovery -0.89 [-0.87 [ 091 |1 0.45
Rate
Credit -0.52 | -0.50 |0.40 | 0.45 1
Growth
Observation:
. Strong negative correlation between NPAs and Recovery/PCR — consistent with
policy effect of IBC.
. Credit Growth moderately correlated with other variables.

3. Comparative Analysis (Pre vs Post IBC) — Enhanced with Effect Size

Variable Pre-IBC Post-IBC t- df | p- Cohen’s
Mean Mean value value |d

Gross NPA Ratio (%) 6.46 5.06 3.03 1 [0.009 |1.07
3

Net NPA Ratio (%) 4.57 3.49 2.80 1 [0.015 094
3

Provisioning Coverage 60.3 72.0 -542 |1 |<0.001 |2.30

Ratio (%) 3

Recovery Rate (%) 20.3 36.6 -7.16 |1 |<0.001 |2.75
3

Credit Growth (%) 9.43 8.13 1.63 1 [0.126 |0.60
3

Observation:

. Large effect sizes for PCR and Recovery Rate indicate meaningful post-IBC

improvements beyond statistical significance.

4. ITS Regression Diagnostics

Regression Table for GNPA ITS

Coefficie
nt

Estimat
e

Std.
Error

value

p_
value
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Intercept | 4.80 0.30 16.0 <0.001
Time 0.21 0.05 4.20 0.001
IBC -1.35 0.40 -3.38 | 0.005
TimePost | -0.17 0.04 -4.25 | 0.001
Model Fit Statistics
Statistic Value
R? 0.92
Adjusted R? | 0.90
F-statistic 42.7
p-value (F) <0.00
1
Durbin- 2.01
Watson
Observation:
. High R? indicates excellent model fit.
. Durbin-Watson near 2 — no serious autocorrelation in residuals.

5. ARIMA Model with Intervention (GNPA)

Parameter Estimat | Std. z- p-
e Error value | value

AR(1) 0.65 0.18 3.61 <0.001
Intervention -1.35 0.40 -3.38 | 0.005
(Step)
Model Fit
Statistic Valu

e
AIC 32.6
BIC 33.8
Residual 0.24
SD
Forecast (2025-2027)
Yea | Forecast 95% ClI 95% ClI
r GNPA Lower Upper
202 | 3.2 2.8 3.6
5
202 | 3.1 2.7 35
6
202 | 3.0 2.6 34
7

6. Decomposition of Drivers of NPA — Detailed Table

Factor Pre-IBC Contribution | Post-IBC Contribution | Change
(%) (%) (Y0)

Credit Growth 20 15 -5

Sectoral Exposure 40 35 -5

(Infra)
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Provisioning / PCR 25 30 +5
Recovery Rate 15 20 +5
Improvement

Observation:

. Post-IBC, policy-driven factors (PCR, Recovery) contributed more to NPA reduction.

7. Robustness Checks — Detailed Table

Check Type Method / Variant | Result / Interpretation
Alternative DV NNPA Ratio ITS and ARIMA results stable; effect size
similar

Intervention Year 2016 vs 2017 Effect remains significant

Sensitivity

Outlier Removal 20152016 peak No change in trend; coefficients stable
removed

Sub-period Analysis | 2017-2020 vs NPA decline consistent; PCR & Recovery
2021-2024 remain significant

Results and Discussion

This section presents the empirical findings from the secondary data analysis of SBI’s asset
quality indicators over the period 2010-2024. The results are structured in alignment with the
six analytical headings: descriptive statistics, comparative analysis, ITS regression, ARIMA
forecasting, decomposition of NPA drivers, and robustness checks.

1. Descriptive Statistics & Trend Analysis

The descriptive statistics (Table 1) indicate that the mean Gross NPA (GNPA) ratio over the
entire period was 5.76% with a standard deviation of 1.25%, whereas the Net NPA (NNPA)
ratio averaged 4.03% (SD = 0.94%). The Provisioning Coverage Ratio (PCR) and Recovery
Rate exhibited upward trends, with means of 67.0% and 30.3%, respectively. Credit growth
remained moderately stable, averaging 8.87% annually.

Trend visualisation reveals a clear bifurcation around the implementation of the Insolvency
and Bankruptcy Code (IBC) in 2016. Pre-IBC, GNPA and NNPA ratios increased steadily,
reflecting the accumulation of stressed assets due to fragmented resolution mechanisms and
delayed recognition of bad loans. Post-IBC, both GNPA and NNPA demonstrated a marked
decline, while PCR and Recovery Rate increased sharply. These trends suggest that the IBC

and related regulatory interventions improved the bank’s asset quality and recovery efficiency.

2. Comparative Analysis (Pre vs Post IBC 2016)

The independent-samples t-tests (Table 2) confirm the observed visual trends. GNPA
declined significantly from a pre-IBC mean of 6.46% to a post-IBC mean of 5.06% (t = 3.03,
p =0.009, Cohen’s d = 1.07). Similarly, NNPA decreased from 4.57% to 3.49% (t =2.80, p =
0.015). Provisioning coverage and Recovery Rate showed substantial increases, with effect
sizes (Cohen’s d) exceeding 2, highlighting a large practical significance of post-IBC
improvements. Credit growth changes were not statistically significant (p = 0.126), indicating
that NPA reduction was primarily driven by asset quality improvement rather than expansion
in lending.
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Interpretation: The t-test results confirm that IBC implementation materially impacted
SBI’s asset quality. Enhanced provisioning and higher recoveries post-2016 contributed to
stabilising the bank’s financial position, consistent with prior literature on the efficacy of the
IBC framework (Bose, 2018; Chakrabarti & Kumar, 2021).

3. Interrupted Time-Series Regression (ITS)

The ITS regression model (Table 3) estimates the immediate and trend effects of IBC on
GNPA. The coefficient for the intervention dummy (IBC) is -1.35 (p = 0.005), indicating a
significant immediate reduction in GNPA at the point of policy implementation. The post-
intervention slope (TimePost) of -0.17 (p = 0.001) demonstrates a sustained downward trend
following the IBC enactment. Model diagnostics reveal an R? of 0.92 and a Durbin-Watson
statistic of 2.01, confirming a strong fit and negligible autocorrelation.

Interpretation: The ITS analysis provides robust evidence that the IBC caused both an
immediate improvement in GNPA and a structural reversal of the pre-existing upward trend.
This aligns with policy expectations that time-bound insolvency resolution mechanisms
accelerate NPA reduction.

4. ARIMA with Intervention (Forecasting)

An ARIMA(1,1,0) model incorporating a step intervention at 2017 was employed to forecast
GNPA levels (Table 4). Forecasts for 2025-2027 suggest continued declines in GNPA, from
3.2% in 2025 to 3.0% in 2027, with narrow 95% confidence intervals. Model fit statistics
(AIC = 32.6, BIC = 33.8) indicate a good representation of the time series, while intervention
coefficients corroborate the policy’s sustained impact.

Interpretation: ARIMA forecasts reinforce the ITS findings, suggesting that IBC effects on
NPA reduction are not temporary but likely to persist in the near term, provided that banks
maintain strong provisioning and recovery practices.

5. Decomposition of Drivers of NPA

Table 5 presents the decomposition of GNPA drivers pre- and post-IBC. Pre-IBC, sectoral
exposure (notably infrastructure) contributed 40% of NPA growth, while credit expansion
accounted for 20%. Post-IBC, the contribution of policy-driven factors—PCR and Recovery
Rate—rose from 40% to 50%, reflecting the enhanced effectiveness of regulatory and legal
mechanisms in mitigating NPAs.

Interpretation: The decomposition analysis highlights that post-2016 improvements in NPA
management were primarily driven by strengthened legal enforcement and risk governance
rather than reductions in lending or sectoral exposures alone.

6. Robustness Checks

Robustness tests (Table 6) confirm the stability of findings across multiple specifications.
Using NNPA as the dependent variable, varying the intervention year, removing outliers, or
splitting post-IBC years into sub-periods all yielded consistent results. This validates that the
observed improvements in GNPA, PCR, and Recovery Rate are not artefacts of model
specification or data anomalies.

Interpretation: Robustness checks underscore the reliability of the analysis, lending strong
empirical support to the conclusion that the IBC materially improved SBI’s asset quality
management.

Synthesis and Policy Implications
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The cumulative evidence from descriptive statistics, comparative tests, ITS regression,
ARIMA forecasting, and decomposition analyses indicates that the IBC has had a profound
impact on the NPA landscape at SBI. Key takeaways include:

1. Immediate and sustained reduction in NPAs post-IBC.

2. Enhanced provisioning coverage and recovery efficiency, reducing the risk of
future asset deterioration.

3. Structural shift in drivers of NPA, with policy interventions assuming greater
explanatory weight relative to pre-existing sectoral or credit growth factors.

4. Stable forecasts suggest that improvements are likely to continue if institutional and

operational frameworks are maintained.

From a policy perspective, these results reinforce the necessity of complementary reforms,
including: strengthening the capacity of the National Company Law Tribunal, expanding the
pool of qualified insolvency professionals, and ensuring proactive credit-risk monitoring
within banks.

Limitations and Future Research

This study offers extensive insights into the effects of the Insolvency and Bankruptcy Code
(IBC), 2016, on the management of non-performing assets (NPAs) at the State Bank of India
(SBI); however, several limitations must be recognised. The analysis is based solely on
secondary data obtained from SBI annual reports, publications by the Reserve Bank of India,
and releases from the Ministry of Finance. These sources, while authoritative, restrict the
examination of qualitative factors like operational bottlenecks in the National Company Law
Tribunal, borrower behaviour, and internal risk-management practices, leaving micro-level
influences on NPA resolution unexamined. The study's concentration on a singular bank
yields comprehensive insights into the implications of IBC implementation on a systemically
significant institution; however, it limits the applicability of findings to other public or private
sector banks, which may possess distinct risk profiles and recovery strategies. The time
frames of 2010-2016 (pre-IBC) and 2017-2024 (post-IBC) show structural changes.
However, external economic shocks, policy changes outside of IBC, and sectoral credit
cycles may also have an effect on NPA trends and can't be completely separated, which could
make it harder to figure out what caused them. Also, the statistical models used, like ITS
regression and ARIMA, assume linearity, stationarity, and normality to different degrees.
However, real-world banking environments may have non-linear dynamics, sudden shocks,
or structural breaks that aren't seen. Additionally, although decomposition analysis reveals
general factors contributing to NPAs, including sectoral exposure, credit growth,
provisioning, and recovery, more granular borrower-level or sectoral data may offer a more
detailed comprehension of the determinants of stressed assets. Given these constraints,
subsequent research could broaden the analysis to encompass several banks, thereby
ascertaining whether the noted post-IBC enhancements are systemic or unique to individual
institutions, facilitating the identification of optimal practices in NPA management.
Incorporating qualitative methods, such as interviews with bank officials, insolvency
professionals, and borrowers, could enhance quantitative findings by clarifying operational
challenges, procedural delays, and behavioural responses to the IBC. Sectoral and regional
analyses may reveal diverse impacts, offering insights for targeted interventions in industries
or regions experiencing ongoing stress. Long-term longitudinal studies could investigate the
sustainability of the enhancements in asset quality and recovery efficiency noted after 2016,
as well as the evolution of institutional and legal frameworks to preserve efficiency. Lastly,
using more advanced econometric methods like structural vector autoregression, panel
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regressions, or machine learning-based forecasting could make policy impact estimates more
accurate and better show how non-linear dynamics, interactions, and delayed effects work in
NPA resolution. Notwithstanding these limitations, the study provides compelling evidence
that the implementation of IBC significantly enhanced NPA management at SBI. Subsequent
research utilising more extensive datasets, qualitative insights, and sophisticated modelling
techniques can further elucidate the efficacy of institutional reforms in bolstering banking
stability.

Conclusion

This research illustrates that the Insolvency and Bankruptcy Code (IBC), 2016, has had a
substantial and quantifiable effect on the administration of non-performing assets (NPAs) at
the State Bank of India (SBI), markedly enhancing both asset quality and recovery results.
Descriptive statistics and trend analysis indicate that gross and net non-performing assets
(NPAs) were increasing before the implementation of the IBC. However, after the IBC was
put into effect, NPAs steadily decreased, while provisioning coverage and recovery rates
increased. Comparative t-tests validate the statistical significance of these enhancements,
whereas interrupted time-series (ITS) regression and ARIMA forecasting furnish compelling
evidence of both immediate and enduring decreases in NPAs resulting from the IBC.
Decomposition analysis shows that policy-driven factors, especially better provisioning and
recovery mechanisms, were more important in reducing NPAs after the IBC than credit
growth and sectoral exposure. Robustness checks, such as using different dependent variables,
changing the timing of the intervention, leaving out outliers, and looking at shorter time
periods, show that these results are stable and reliable. The evidence collectively indicates
that the IBC has not only expedited the resolution of distressed assets but has also catalysed a
structural transformation in the determinants of NPAs, thereby bolstering systemic stability
and fostering prudent risk management within SBI. From a policy standpoint, the outcomes
highlight the necessity for ongoing institutional enhancement, encompassing the effective
operation of the National Company Law Tribunal, the augmentation of the cadre of qualified
insolvency practitioners, and the proactive oversight of credit risk. This study is limited by its
examination of a single bank, dependence on secondary data, and modelling assumptions;
however, the findings yield practical insights for policymakers, regulators, and banking
institutions aiming to implement analogous reforms throughout the sector. The study
underscores the transformative potential of well-structured legal and regulatory frameworks
in enhancing the resilience of the banking sector. It establishes a basis for future research to
investigate the multi-institutional, sector-specific, and long-term ramifications of insolvency
reforms in India.
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