
ISSN 1392-3110
Socialiniai tyrimai / Social Research. 2012. Nr. 2 (27), 36–45

1 2

1Kyrgyz State University of Construction, Transport and Architecture, 
Maldybaeva str. 34-b, 720020 Bishkek, Kyrgyz Republic
E-mail: diushenalieva.erkaiym@gmail.com
2Vilnius Gediminas Technical University, Sauletekio ave. 11, LT-10223 Vilnius, Lithuania
E-mail: romualdas.ginevicius@vgtu.lt

After becoming independent it was necessary to 
restructure the complete economic system of the coun-
try and reorient it to the market relations both in Lithu-
ania and Kyrgyz Republic. At this stage such phenomena 

-
vestments and stiffening of money-and-credit relations are 

-
prises in default (bankrupt) are inevitable. Due to it it be-
comes necessary to establish and develop bankruptcy in-
stitutions. In its turn bankruptcy institutions provide not 
only for writing of legislative acts but also for involving 
of relevant government authorities working with bankrupt 
enterprises. As for the matter of controlling bankrupt en-

-
-

stan may adopt the experience of Lithuania and improve 
operation of bankruptcy institutions.

A bankruptcy institution is the most impor-
tant element of the market economy mechanism. It 
is destined for a voluntary and compulsory liquida-

-
-
-

pervision or external management fail to ensure a 
-

sides that a bankruptcy institution serves as a power-
ful stimulus for effective work of business organiza-

-
terests of creditors as well as of the government as a 
general market regulator.

In practice bankruptcy laws initially developed 
in two different directions. One of them is based on 

bankruptcy as a way of repaying debts to creditors fol-
lowed by liquidation of the debtor-defaulter (Levin-

origin. The primary purpose of laws is to rehabili-
tate the com

towards saving the business in order to achieve sta-
bility of a socio- economic situation at different lev-

by research conducted under the sponsorship of the 
-

world use such bankruptcy proceedings as liquidation 
of the company through clearance sale of its property 
and distribution of proceeds between creditors. How-

-
termined transition of the majority of countries to im-
plement reorganization schemes instead of liquida-

A bankruptcy institution originated from the re-
lationships of the debtor and its creditors and is based 

course of its development and cannot be viewed only 
-
-

al issues.
One may trace the history of the development 

of the relationship between the debtor and creditors 
back to the time of a primitive society and slave-

to the debtor incapable to repay its debts as a physi-

As far as trade developed and economic rela-

as an independent element of the system of debtors 

activities appeared.
Due to the development of the system that reg-

ulates relationships of debtors and creditors in coun-
uptcy

following characteristics:



Priority of the public interest in whole 
against the interests of the debtor or certain 
creditors;

workers and other interested persons;
Focus on providing the company with the 
opportunity to carry out its activity further 
in order to preserve jobs and protect invest-

Protection and ensuring appreciation of 
debtor’s assets;

-
gal entities subjected to reorganization and 

who become out of debt after debt restruc-
turing.

Currently they are succeeding in changing in-
-
-

property relations and guaranteeing workers employ-
ment.

A bankruptcy institution has recently start-
ed working in Lithuania and Kyrgyz Republic (only 

-

the development of the countries’ economies. Never-

improved than of Kyrgyz Republic and the advantag-
es of the Lithuanian experience can be introduced in 
the work of the Kyrgyzstan bankruptcy institution.

In the past years Lithuanian scientists have 
been paying much attention to research on bank-
ruptcy. There have been especially many research on 
bankruptcy prediction in enterprises and commercial 

-

research in Kyrgyz Republic. 
This study analyses the bankruptcy institution 

of Lithuania and Kyrgyz Republic and performs com-
parative analysis of statistical data in these two coun-

applied to Kyrgyz Republic. 
 to analyze the Lithuanian bank-

ruptcy institution in order to apply experience of this 
country for improvement of the work of the bank-
ruptcy institute in Kyrgyz Republic.

:
-

gyz Republic.

The law of the Republic of Lithuania on cor-

•

•

•

•

•

porate bankruptcy passed within a relatively short pe-

September 1992 the Supreme Council of the Re-

of Lithuania. The Law was replaced by the Law on 

after several revisions as well as some inconsisten-
-

-

the set of other ne
in Lithuania). 

-
ruptcy of the Republic of Lithuania its purpose is to 
regulate enterprise bankruptcy processes and apply 

-

Republic of Lithuania in the manner laid down  by 

-

-
prises and institutions may be established by other 
laws regulating the activities of the said enterprises 
and public agencies.

-
cy bankruptcy means the state of an insolvent enter-
prise where bankruptcy proceedings have been in-
stituted in court or the creditors are performing ex-
trajudicial bankruptcy procedures in the enterprise. 
The enterprise in bankruptcy
against which bankruptcy proceedings have been in-
stituted or in respect of which extrajudicial bankrupt-
cy procedures are applied.

-
ruptcy of the Republic of Lithuania the creditor/cred-

for the institution of the enterprise bankruptcy pro-
-

ruptcy with the court if at least one of the following 
conditions is present:

The enterprise fails to pay wages and other 
employment-related amounts when due;

-

-
ties assumed under contracts;

•

•



other compulsory contributions prescribed 
by law and/or the awarded sums; 
The enterprise has made a public announce-

any other manner of its inability or lack of 
intent to discharge its liabilities;
The enterprise has no assets or income from 
which debts could be recovered and there-
fore the bailiff has returned the writs of ex-
ecution to the creditor.

proceedings mean a civil case opened in court over 
disputes arising from legal relations connected with 
bankruptcy. 

The purpose of bankruptcy proceedings is: to 
ensure a uniform treatment of requirements of cred-
itors and satisfy requirements of creditors after hav-
ing realized a debtor’s assets in the order established 
by laws.

The aim of the restructuring procedure is: to 

embarrassments and that have not seized their eco-

bankruptcy.
restructuring -

Bankruptcy
-

ruptcy proceedings may be enacted not following 
judicial order if there are no cases in court wherein 
there are material claims including claims regarding 

-
ied under enforceable instruments issued by courts or 
other institutions. 

There are two equivalents of formal insolven-
cy proceedings for administration purposes in Lith-
uania: restructuring and making a composition with 
creditors in bankruptcy proceedings. Composition 
with creditors means an agreement between the cred-
itors and the enterprise to continue the activities of 
the enterprise where the latter assumes certain liabil-

-

-
uania).

Formal insolvency proceedings for liquidation 
purposes are a declaration of bankruptcy of an enter-
prise and its liquidation.

It should be noted here that bankrupt enter-
prises are subjected to all bankruptcy proceedings in 
Lithuania. Even if the percentage ratio of proceedings 

•

•

•

to be applied to recover the business is not so big as 
application of special administration procedures such 

-
ing enterprises in default still try to recover the enter-

An important feature of the Law on Enterprise 

similar procedures to take place after bankruptcy pro-
ceedings have been instituted against the enterprise. 
Restructuring of enterprises is governed by a separate 
law - Law on Restructuring of Enterprises of the Re-

of an enterprise may only be attempted prior to the in-
stitution of bankruptcy proceedings against such en-
terprise. No restructuring is possible after bankruptcy 
proceedings are in place. After bankruptcy proceed-

-
-

with the creditors. 
The Law on Restructuring of Enterprises came 

into effect simultaneously with the Law on Enterprise 
-

turing of enterprises and public establishments which 
-

ing to avoid bankruptcy. The purpose of the Law is 
-

-

-
-
-

brokers. It gives priority to restructuring over bank-
ruptcy proceedings by establishing that restructuring 
petitions will prejudice bankruptcy petitions against 

the enterprise is provided simultaneously or after the 
petition for ban
will be decided only if the restructuring petition is 

Institutions involved in the bankruptcy process 
-

Nation-
s Na-

s
d State Tax 

Inspectorate.
y of Economy is responsible for im-

plementation the Programme for Enterprise Restruc-



39

up bankruptcy processes of insolvent enterprises.
Key tasks of the Department of Enterprise 

-

-
tivity analysis of enterprises undergoing the process-
es of restructuring and bankruptcy as well as bank-

supervision and control of the aforementioned enter-

-
-

proving business conditions thus pursuing the fol-
lowing targets: to make the conditions for ineffec-
tively operating economic entities as well as those 
willing to terminate their operation to withdraw from 
the market; and to restructure viable economic enti-
ties by the process of decentralisation and commer-
cialisation.

-

-

that administrators comply with the requirements of 
-

olutions of the meetings of creditors and creditors’ 
committees. The Department lacks the necessary 

to complaints lodged with it by participants in pro-
ceedings. Another responsibility of the Department 
is to establish licensing standards and criteria and to 
administer professional examinations for prospective 
administrators.

-
dures are inadequate and result in licensing of pro-
fessionals that are ill-equipped to handle the duties 
of an administrator. -
tion of Administrators has been qualifying adminis-
trators and issuing the license necessary for appoint-

-

-
cal skills often required for handling insolvency mat-
ters and does not require an adequate understanding 
of the law. The Commission has the authority to re-

administrator violates the terms of any legal act or the 
ethics code. The administrator’s license may be re-

voked for other reasons relating primarily to formal 

Restructuring administrators are responsible 
for supervising the debtor enterprise during the peri-

are accountable to the enterprise or the creditors for 
-

cept of damage by such a professional is not well-de-

-

routine tasks administrators. Results have been more 
positive where the administrator is a legal entity that 
engages a number of different professionals (includ-

-
-

-
gyz Republic was adopted two years later than in 

-
-
-

tions have been introduced thereto within ten years.  

-

deemed to be the latest.

The issues related to bankruptcy are regulat-
-

gyz Republic adopted by the Legislative Assembly of 

-

-
solvency) of Kyrgyz Republic it establishes grounds 
to recognize (declare) an insolvent debtor as bank-

procedures to be applied in the bankruptcy process: 

originating when the debtor is incapable of meeting 
creditors’ claims to the full extent.

-



gyz Republic is applied to debtors-legal entities that 
are commercial organizations and are based on the 

-
eign legal entities and legal entities with foreign par-

consistent with the legislation on the territory of Kyr-
gyz Republic.

The Law is also applied to debtors-individuals: 

and stateless persons registered as individual entre-
preneurs in a prescribed legal procedure and carrying 
out entrepreneurial activities on the territory of Kyr-
gyz Republic.

The present law is applied to debtors-legal en-
-

lished and registered as consistent with the legisla-
-

pressly provided for by the Law - cooperative and 
-

-
it organizations.

According to part 3 of Article 1 of the Law 

Law is not applied to government and other institu-
tions as well as to liquidation of insolvent legal en-

The bankruptcy process is activities of the au-

on the claims of the debtor’s creditors as well as re-
covering of the debtor’s solvency or its liquidation. 
The date when the administrator is appointed is the 
beginning of the bankruptcy process.

The bankruptcy process might be initiated (Ar-

Kyrgyz Republic) by the creditor (several creditors); 
the debtor; the bankruptcy governing body. 

Proceedings that might be applied after initiat-
ing of the bankruptcy process or in the course of the 
debtor’s bankruptcy are special administration (liq-

-

amicable agreement.
-

vency) of Kyrgyz Republic methods of special ad-
ministration consist of:

-

as subsequent distribution of the debtor’s assets 
included into liquidation estate in favor of its 
creditors; when liquidation proceedings are com-

Entities is voided and the activity of the debtor is 
terminated.

• Reorganization of the debtor-legal entity. The 
present method is used with regard to the legal 
entity; it provides for replacing of the participant 
(participants) and establishing of a new or sever-
al new legal entities; a new or several new legal 
entities as well as remained assets of the debtor 
are sold (alienated) in order to meet the claims of 
the creditors; when restructuring proceedings are 
completed the activity of the debtor is terminat-
ed.

-
-

tered as the individual entrepreneur; the process 
is carried out through courts; provides for seizure 
and alienation as well as subsequent distribution 
of assets included into liquidation estate in favor 
of its creditors; the court may disqualify the in-

carrying out entrepreneurial activities within a 
given time. 

following procedures might be applied: 
• Sanation. The present procedure is applied to the 

legal entity; provides for availability of special 
guarantees to protect the interests of the credi-
tors and complete payment of their claims with-
in a given time; if reorganization is successfully 
conducted and the debtor will be able to restore its 

-
tivities; does not provide for changing of partici-

the parties.

legal entity and an individual entrepreneur; it is 
conducted with regard to the individual entrepre-
neur only through courts; provides for presenting 
of the rehabilitation plan by the debtor and ap-
proval thereof by the creditors; the rehabilitation 
plan allows continuing of the debtor’s business ac-
tivity for complete or partial meeting of the credi-
tors’ claims; may transfer to the procedure of spe-
cial administration; does not provide for chang-

agreement of the parties.
• Amicable agreement is applied in the bankrupt-

cy process juridical both with regard to a legal en-
tity and an individual entrepreneur; provides for 
agreements between the debtor and the creditors 
wherein the latter agrees with meeting of all or 



part of requirements on a contractual basis with-
out appointing of the administrator by court; does 
not provide for changing of participant (partici-

of the parties.
-
-
-
-

spect to state enterprises and enterprises with govern-
ment share in the enterprise capital. Such bankrupt-

-

from the beginning of the work of bankruptcy insti-
tutions in Kyrgyz Republic. 

was established in Kyrgyz Republic when the Law 

-

for reorganization and liquidation administration un-

-
tion became a legal successor of the Administration. 

-
-

ruptcy Department was awarded the status of the 

-
vention.

-

and subsequent adoption of the Laws of Kyrgyz Re-
public On Introduction of Amendments and Addi-

-

of Amendments and Additions to Certain Legislative 
-

-
er with the authorities that were earlier provided be-
gan also carrying out: 

Licensing of the activities of administrators 
and their attestation;

-
ing of administrators;
Initiating of bankruptcy process procedures 
of debtors wherein the government acts as 
the creditor;

•

•

•

Consideration of cases on administrative 
violations;
Submission of conclusions on the adminis-

Control over execution of bankruptcy leg-
islation requirements by administrators.

-
ruptcy Department is to record and analyze large in-

-

-
tors based on the accounting reports.

-
ducting sessions of commissions for examination of 
materials focused on initiation of the bankruptcy pro-
cess.

It should be noted that the majority of materi-
als received for initiation of the bankruptcy process 
are missing debtors.

Kyrgyz Republic On Approval of the Provision on 

-
-

sector organizes work of the commission on a spe-

execute functional obligations on legal support of the 

-
vency) of Kyrgyz Republic licensing of the activities 
of persons carrying out bankruptcy proceedings is 

-

-
-

ing persons aspiring to carry out administrators’ ac-

-
-

ment performs organizational work in terms of pre-
paring and conducting sessions of the license com-
mission.

-
censes to persons aspiring to receive the license of an 

-

the number of acting spe-

-
my; we need a very careful and compet

ialization. For 
-

•

•

•



ticularly focuses on improving the regulatory legal 

and study experience of departments engaged in the 
issues of bankruptcy and its prevention in the near 

Department has no relations with such departments. 

-

-

total number of enterprises in bankruptcy and bank-
-

while bankruptcy processes were terminated or com-
position with the creditors was concluded in the rest 

concerning the execution of bankruptcy procedures 
-

es in 2010).
Table 1 

1993 - 2 - - - - - - - -
3 1 - - - - - - -

22 2 1 2 3 2 - - - -
3 - - 1 - - 2
3 3 2 - 1 1 2

10 - - - - - 1
1999 131 12 - 1 1 - - 1
2000 30 10 2 1 1 -
2001 210 39 9 1 3 2
2002 - 330 19 10 3
2003 - - 10

- - - 11 20
- - - - 103 29
- - - - - 139
- - - - - - 103
- - - - - - - 121 231

2009 - - - - - - - -
2010 - - - - - - - - -
Total

Kyrgyz Republic (Table 2) and bankruptcy process-
es were completed in 1209 enterprises. It makes up 

-

in the reorganization process and the reorganization 
process was completed in 2 enterprises.

Table 2 

2002
2003

2009
2010
2011 292
2012
Total



the Republic of Lithuania bankruptcy processes were 

-

-
sition with the creditors was concluded in Kyrgyz-

-
es bankruptcy processes were terminated or compo-
sition with the creditors was concluded. All above 
shows that the Lithuanian bankruptcy institution 
works more effectively than in Kyrgyz Republic.  

1. A bankruptcy institution is an integral part of the 
market economic system. The bankruptcy institu-
tion of Lithuania and Kyrgyz Republic has recent-
ly begun developing and there are shortcomings 

-
cy institution the whole ecomomy of the country 
shall improve. Lithuania chalked up in working 
with enterprises in default as compared to Kyrgyz 

by studying Lithuania’s experience and adopting 
good practice of its bankruptcy institution. 

2. The following bankruptcy proceedings are used 
-

position with the creditors. It should be noted that 

working with enterprises in default. It means the 
bankruptcy institution of Lithuania is trying to re-
cover the activities of enterprises in default but 
not dissolve them.
The bankruptcy institution of Lithuania pays 
much attention to restructuring. In 2001 the Law 
on Restructuring of Enterprises was adopted. It 
enables bankrupt enterprises to recover their ac-

-
ative result for both the enterprise itself and coun-
try’s economy on the whole.

3. The following bankruptcy proceedings are used 

proceedings are used: liquidation and reorgani-

used only in state enterprises. Private enterprises 
are only dissolved.

have set up departments ro deal with the bank-
ruptcy process. In Lithuania it is the Department 

-
-

my and Antimonopoly Policy.

-

of the total number of enterprises in bankruptcy 

bankruptcy processes were terminated or compo-
sition with the creditors was concluded.

-
-

enterprises of Kyrgyz Republic and bankruptcy 
processes have been completed in 1 209 enter-

process and the reorganization process has been 
completed in 2 enterprises.

laws on bankruptcy. It is required to put in force 
the effect of such bankruptcy proceedings as reor-

and improve restructuring proceedings. It means 
that we need to focus on restoration of the enter-

Lithuania for over 10 years.
-

lic needs to strengthen protection of the debtors 

-
public of Lithuania provides for protection of the 

bankruptcy proceedings have been instituted. The 
-

public does not provide for that. 
9. For more effective work of the bankruptcy insti-

-
public needs to establish relations with such de-
partments in other countries. It is necessary to an-
alyze thebankruptcy institution in other countries 

10. It is necessary to create a bankruptcy of enterpris-
es prevention system in order to improve the work 
of the bankruptcy institution. Prediction and pre-
vention of an enterprise’s bankruptcy must be an 

will lead to bankruptcy risk reduction and im-
prove the country’s economy on the whole.
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