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Presentation outline 

• I. The current matters of MSMs´ Insolvency  

 

 

• II. The Colombian experience 

 

 

• III. Alternatives for MSMEs´ Insolvency 

Proceedings 
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Current Matters of MSMEs Exit 

• Different Definitions of MSMEs  

• Lack of robust insolvency framework to support fresh 
start (Discharge) for entrepreneurs or early rescue (Yan 
Liu) 

• UNCITRAL Guidelines may be selectively applied (Yan Liu) 

• *SMEs adopt very different legal forms 

• *”The importance of SMEs in the Economy is not matched 
with a specific set of insolvency rules devised for these 
businesses: 

In most modern insolvency regimes there is a liquidation and 
reorganization procedure for corporate debtors (in most cases, 
designed with large companies in mind) and a regime for 
personal bankruptcy.”  

*The Insolvency of SMEs, José M. Garrido, Insolvency and Creditor –Debtor 
Regimes Initiative, The World Bank 
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Current Matters of MSMEs Exit 

 

• Formal insolvency proceedings with high costs, very 
complicated procedure rules, sophisticated and complex 
entry requirements (Jose María Garrido) 

 

• Out of court regimes not available for MSMs (Yan Liu) 

 

• Not a proper system to deal with insolvency of MSMEs 
(Luis Mejan) 

 

• Informal firms would like to formalize, but are prevented 
from doing so by costly regulations and bureaucracy 
(Mahesh Uttamchandani) 
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II. The Colombian experience 

 • Colombian Insolvency Law: Law 1116 of 

2006 

 

• Insolvency regulations have adopted 

virtually all international standards 

(UNCITRAL – World Bank Principles) 

 

-UNCITRAL Recomendations for Insolvency of enterprise 

groups  

-Insolvency of natural persons ( Out of Court recovery 

proceedings and Discharge for individuals). Law 1564 

of 2012 
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II. The Colombian experience 

 
• Doing Business 2014, Resolving 

Insolvency:  

Resolving insolvency (rank) 25 

Time (years) 1.7 

Cost (% of estate) 6 

Recovery rate (cents on the dollar) 70.3 
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Insolvency Proceedings -last 5 

years- 
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Active registries in the Mercantile Registry corresponding to 

companies and merchants.  
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Mercantile Registry of active and inactive companies and 

merchants in liquidation.  

Mercantile Registry of active companies and merchants in 

liquidation ranked by last year’s renewal. 
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III. Alternatives for MSMEs´ Insolvency 

Proceedings 

 • Simplification of business insolvency frameworks 

 

• MSMEs need alternative and ad-hoc insolvency regimes 

that have: 

– Shorter Time frames, less cumbersome, lighter evidentiary 

requirements, fewer procedural steps, more cost-efficient 

– *Simplification, debtor-in-possession as an incentive, 

plans: preservation of businesses, maximum return to 

creditors, satisfaction of claims with future income, 

treatment of personal guarantees, out of court solutions  

– Specific, special, functional solutions for MSMs. 

 
*The Insolvency of SMEs, José M. Garrido, Insolvency and Creditor –Debtor Regimes 

Initiative, The World Bank 
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III. Alternatives for MSMEs´ Insolvency 

Proceedings 

 – Discharge 

 

– ADRs available for MSMs (low costs) or hybrid 

proceedings 

 

 

 


