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CIBIL SCORE- AN ‘ECO-LEGAL’ VIRUS. 
-RAUNAK CHATURVEDI* 

 

ABSTRACT 

 

The article, at first, may seem to be something related to economics. It is declared that it actually 

takes up an economic policy and exposes the legal reality of an exploitative economic system, 

known as the CIBIL {Credit Information Bureau (India) Limited} score by linking the 

points since the inception of the system in India and the ways in which it infringed the various 

rights and opportunities due towards the Indian public which were supposed to be guaranteed 

to them by virtue of the various Constitutional provisions. CIBIL is an economic virus. 

Rendering the public redundant due to its implications, it has not only shown the way in which 

a stable economy can be disturbed, but has also proved that in India, more importance is given 

to the M.N.C.s and foreign corporations rather than the well-being of the public. However, we 

will definitely delve into this ‘eco-legal’ problem in great details and try to understand the 

atrocities implicated by the same upon the public and hence, making their rights useless and 

unimportant. At the end, we must remember that we can’t punish a person forever for making 

a mistake or a default regarding a loan settlement. But, this CIBIL system has made that 

possible by declaring, through its atrocious policies, poor people to be incapable of taking any 

loan due to their previous dues or defaults and hence, has defeated the very principles of natural 

justice. The article broadly tries to understand the inception of the CIBIL score system in India 

and how it gradually ruined the economy by virtue of creating permanent indebtedness. 

 

Keywords: CIBIL Score, Indian Economy, Unconstitutional, Debt. 
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INTRODUCTION 

 

Since the advent of the foreign banks in India1 and introduction of computers 

in the banking sector in the 90’s, the developed nations realised the potential of 

India as a strong consumer base for its banking industry, for the reason that the 

Indian economy was based on ‘mutual credit facilities’ availed by the buyers and 

suppliers, who had arrangements of bearing each other for 60 to 90 days in 

every transaction as a result of which the Indian economy was growing at a 

constant pace and without the credits going bad. 

 

Encouraged by the credit potentials of the Indian business market, the different 

developed nations of the world started formulating a way in which the banking 

industry of India may be taken over by their banking sector, which in turn was 

reaching a state of stagnancy with regards to the banking transactions in their 

countries, turning out to be a ‘stable economy’ example in the world, as a 

ramification. 

 

With reference to all the developed nations, the Indian Government introduced 

the concept of Retail Banking in India2, with a variety of loan products available 

to individuals and the business enterprises. A system of ‘credit scoring’ was 

thought about and slowly and gradually introduced in the banking system.3 The 

introduction of the credit score system and its acceptance by the Indian 

Government gave them (developed nations) a scope to control the Indian 

economy through controlling the flow of money into the retail banking sector 

and the industrial sector. The Indian Government failed to realise this and the 

developed nations, over a span of 30 years since then, have been able to 

dominate the Indian finance market and compel the Government to accept 

foreign investments and allow a gigantic percentage of back flow of the profits 

																																																								
1 Padma Swaminathan, The Era of Globalisation begins (1990-2000), Yahoo Finance, (Aug. 12, 2020)  
https://in.finance.yahoo.com/blogs/ymoney/era-globalisation-begins-1990-2000.html  
2 Chapter 3: Retail Banking in India- An Overview, (Aug. 12, 2020) 
https://shodhganga.inflibnet.ac.in/bitstream/10603/13791/12/12_chapter%203.pdf  
3 Hindustan Times correspondent, Credit score system, HT, April 21, 2011, (Aug. 12, 2020) 
https://www.hindustantimes.com/india/credit-score-system-starts/story-u6d180PcDcCe4Sm2tmVsWO.html  ) 
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generated.4 Although the various economic policies such as Globalisation and 

Privatisation helped in improving the economy initially, but, with them came 

this CIBIL score too which eventually almost created an economic duress for 

the country, by making access to loans very difficult. 

 

The article deals with how the credit score system helped the developed nations 

to ruin and control the Indian economy since after the year 2000, so much so 

that now it is violating even the Constitution by denying the Right to a Dignified 

Life and Livelihood as envisaged under the Constitution of India. The readers 

may think that the CIBIL score helps the banks in determining the risk of the 

repayment of the loan by the debtor. But, the reality is that once the debtor 

defaults, due to whichever reason, his score falls down and even if he pays a 

settlement amount to the banks, still his score remains poor and he can’t avail 

fresh loans. 

 

ECONOMIC VIRUS NAMED CIBIL: HOW IT SPREAD ITS WINGS 

 

CIBIL score system is a gift of the European dominions, through the 

introduction of the Foreign Banking System, which aimed at disturbing the 

Indian economy and increasing instances for the ruling Government to borrow 

money from the developed nations for various schemes, so as to maintain the 

economic stability of the country.5 The government, without realizing the  long 

term impact of the CIBIL scoring system, has already made CIBIL score a 

criterion for getting loans and as a result, millions and millions of individual 

borrowers and proprietorship business enterprises have suffered under a forced 

downfall and are struggling for their own survival. On the other hand, banks 

have made CIBIL score a factor not only for giving loans, but have also made 

																																																								
4 Rajesh Mascarenhas, “Fat profit margins in Indian market a big lure for MNCs” The Economic Times, February 7, 
2014, (Aug. 12, 2020), https://economictimes.indiatimes.com/fat-profit-margins-in-indian-market-a-big-lure-for-
mncs/articleshow/29966070.cms?from=mdr  
5 Government to borrow 54% more than estimate, fiscal deficit may hit 5.5%, The Times of India, (Aug. 12, 2020) 
https://timesofindia.indiatimes.com/business/india-business/govt-to-borrow-54-more-than-estimate-fiscal-deficit-
may-hit-5-5/articleshow/75637324.cms   
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CIBIL score a factor for giving a job to an individual in the banks.6 In this article, 

all the related aspects of the CIBIL score system shall be discussed and 

gradually, we shall understand the how the European nations tried to 

manipulate the Indian economy, by virtue of this CIBIL score. 

 

Let us remember that the economic support of any country comes through the 

working or the self-employed population of the society and their contribution 

is more than 60% in any economy. If we look at the economic capabilities of a 

society and its success rate in its working zones, both can be assessed through 

the buying inclinations and the repayment capabilities in any country. If the 

repayment capabilities of the society get diminished, then the economic 

structure of any country shatters and even collapses under extreme conditions 

and forces the Government to opt for financial aids from the other countries 

(in this case the developed ones) for maintaining the stability of the 

Government and also, for the prevention of a downfall in the earning power of 

the society through various developmental schemes. 

 

The economy of European countries depends on the financial support extended 

by them to the developing nations, who in return supply not only staple food 

items like rice, pulses, wheat, oil and much more under agreements, but also 

force the developing nations to purchase their machineries, defence aircrafts, 

tanks, missiles, ships, technologies and much more against their offered high 

prices. However, to achieve the economic balance in their countries, they were 

required to have compendious information of the economic status of the 

countries, whom they wanted to control economically through their 

international trade policies and ‘welfare’ agreements.  

 

And this was achieved through the opening of banks, functional under and 

controlled by the European dominions in the developing countries and 

thereafter slowly pushing the concept of CIBIL SCORING for extending credit 

facilities to the individuals and the commercial entities in those countries of their 

																																																								
6 Can Your CIBIL Score Affect Your Employment Prospects?, Coverfox, (Aug. 12, 2020) 
https://www.coverfox.com/cibil/cibil-score/can-cibil-score-affect-your-employment-prospects/   
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interest where they wanted to exercise an indirect economic control over those 

countries, through their control over the earning society. This intention perhaps 

did not get the attention of the developing countries who needed more financial 

supports for their political stability. 

 

he European countries, as long back as in August 2000, introduced the services 

of TransUnion Intermediate Holdings Inc., with headquarter in Chicago, 

Illinois. This organization played the role of the Credit Bureau through its 

regional headquarter in Mumbai.7 

 

TransUnion Credit Bureau had its worldwide presence with regional 

headquarters in Hong Kong, Toronto, Johannesburg, Colombia, Leeds and 

Brazil too. A Credit Bureau is engaged in keeping the records of all the secured 

loans/credit facilities related activities of the individuals and/or the companies, 

including unsecured credit cards and personal loans with a strong emphasis on 

the trends of payments thereof. The records of the borrowings and the 

repayments are forwarded to the Credit Bureau by the banks and NBFC’s (Non-

Banking Financial Company) on a monthly basis. The Credit Bureau on the 

basis of these reports prepares the borrowers’ credit score and a report is 

generated which enables lenders to evaluate and approve loan applications. 

 

In India, the Credit Bureau concept was introduced as long back as August 2000 

by the European countries, in respect of the inauguration of their banks in India 

which finally gained confirmation through the Reserve Bank of India as Indian 

banks also and consequently Credit Information Bureau (India) limited, CIBIL, 

with its Head Office in Mumbai was incorporated under the license from the 

Reserve Bank of India, under the provisions of Credit Information Companies 

(Regulation) Act of 2005.8 

CIBIL acted as the Credit Bureau and engaged itself in keeping the records 

provided by the banks and NBFC’s in respect of the loans and credit activities 

																																																								
7 Company History, TransUnion CIBIL, (Aug. 12, 2020) https://www.transunioncibil.com/about-us/company-
history 
8 Credit Information Companies (Regulation) Act 2005, India 
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of the individuals and the companies and their payment history. On the basis of 

the payment history the credit scores were and are being given by the CIBIL, 

which formed and still forms the basis for availing further/fresh loans from the 

banks and the NBFC’s. CIBIL, a credit bureau, is not a Government 

organization. It is licensed by the Reserve Bank of India and is governed by the 

Credit Information Companies (Regulation) Act of 2005. 

 

HOW CIBIL WORKS 

 

CIBIL works on a score assessment technique. The score given to the 

borrowers is a three-digit score, which ranges from 300 to 900, depending on 

the credit history based on their repayment track. Here is a table for 

understanding the interpretations of the various scores. 

 

 

Credit Score Credit Quality 

580 -669 Bad 

670 -739 Average / Fair 

740 – 799 Good 

800 – 850 Excellent. 

 

 

HOW MANDATING THIS SYSTEM RUINED THE ECONOMY 

 

CIBIL score has now been made a mandatory assessment criterion for availing 

loans from lenders – the banks or the NBFC’s. Those who have a poor CIBIL 

score, may also get credit facilities but at a higher rate of interest and along with 

other charges, including an obligation of taking an insurance policy equivalent 

to the loan amount extended. The outcome seemed positive with the credit 

score technique for granting credit facilities by the banks and the NBFC’s until 

A poor CREDIT score means no REPAYMENT capacity. 
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2008 when India faced the effect of the worldwide recession.9 Innumerable  

borrowers failed to repay their debts on time and their credit scores, which are 

dependent on repayment histories, got badly affected. Lending institutions, both 

banks and the NBFC’s, came forward for settlements of the outstanding dues 

and millions of borrowers, on an invitation from the banks and NBFC’s also 

came forward to accept such settlement proposals and repaid the settled 

amounts in all possible ways. But such repayments under settlement proposals 

did not improve their credit score, to the extent so as to be able to avail fresh 

loans for their survival or renewal of their earnings. 

 

Both the Banks and NBFC’s, burdened the accounts of the borrowers with 

unnecessary charges like penal interest, late payment charges, E.C.S./cheque 

bouncing charges and many more and instituted recovery suits in the Courts or 

DRT’s (Debt Recovery Tribunal) against all those who failed to accept the 

settlement proposals and claimed heavy recovery amounts, going as high as 10-

20 times of the principal dues and the Courts and DRT’s started allowing their 

claims thereby, ruining all the possibilities of renewal of the working or the 

survival of the victims’ families at a time when the victims had a poor credit 

score and as per banks’ definition based on the CIBIL score, had no repayment 

capacity whatsoever. 

 

The European countries thus ruined the major root support of the earning 

members of the Indian society which otherwise led to unemployment and social 

disturbances in the society of our country India and destabilized the political 

balance of the country. India opened doors for FDI with 100 percent profit 

taking back option, in order to gain employment opportunities and to stabilise 

economy of the country. New lending policies10 were formulated and the 

inexperienced start-up entrepreneurs were extended credit facilities, who once 

again became incapacitated towards repayments with the onset of the recent 

recession faced during the last few years and have landed with low credit score, 

																																																								
9 History.com Editors, Great Recession, history.com, (Aug. 12,2020) https://www.history.com/topics/21st-
century/recession.   
10 Top 5 Government Loan Schemes for Small Businesses in India, Lendingkart, (Aug. 12,2020) 
https://www.lendingkart.com/blog/government-loan-schemes-for-small-businesses/ 
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that is, CIBIL Score and are unable to secure the future for their businesses, 

families, education of their children and are left with no ends open for a peaceful 

survival. 

 

Very recently, an economic package for support, announced for the MSME 

sector11 by the Government for meeting the requirement of funds as an effect 

of the ongoing pandemic could not be extended to all the MSMEs because the 

innumerable owners of the MSMEs had a poor CIBIL score. Now, since a 

healthy CIBIL Score has been mandated by the Government as a precondition 

for even a running MSME unit/enterprise, only around 45 lac MSMEs could benefit 

and rest of the MSMEs, almost millions of registered or unregistered, suffered and went 

under a permanent closure or are struggling for their existence and as such, our 

country India has registered an immense fall in the economic growth due to the 

CIBIL score becoming a mandatory regulation, imposed by the Government. 

 

NO LOANS FOR TALENTED INDIVIDUALS HAVING DEBT-

STRICKEN FATHERS 

 

The society, which is comprised of families, has been ruined. Just because the 

credit score of the head of the family is poor, no other member of the family is 

allowed to borrow money even for Educational purposes from lending 

institutions under the strict guidelines of the Government hovering around 

credit score, or as called in India, CIBIL score of an individual, the concept of 

which was pushed and cultured by the European countries marking their 

presence in India through establishing their banks in India and enforcing the 

credit score system, now called the CIBIL score.1213 

 

  

																																																								
11 Pranbihanga Borpuzari, “Covid-19 relief: Government announces Rs 3-lakh crore collateral-free automatic loans 
for MSMEs” The Economic Times, May 15, 2020 
12 R.Gayatri vs The Regional Manager, (MD)No.16634 of 2019, Madurai Bench of Madras High Court, 2019, 
https://indiankanoon.org/doc/5626706/  
13 Pranav S.R vs The Branch Manager, WP(C).No.10968 OF 2020, High Court of Kerala at Ernukulam, 2020, 
https://indiankanoon.org/doc/102202253/   
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CIBIL SCORE: VIOLATION OF INDIAN CONSTITUTION 

UNDER RIGHT TO LIVELIHOOD 

 

Before the concept of CIBIL score, the basis for granting credit facilities to the 

individuals and/or companies was need-based with reference to their account, 

if any, maintained by them with the bank, the transaction counts in the account 

and the reputation and the status of the individual and/or company assessed by 

the banker, or any scheme promulgated by the Government for extending such 

credit facilities. And in all possibilities a borrower defaulting with one bank was 

not prevented from availing credit facilities from any other bank, who was 

willing to extend credit facility to such a defaulting/defaulted individual and/or 

company with all the fair intentions to help and improve his/their financial 

conditions and try to earn a livelihood with possibilities of repaying to the bank 

where the borrower had defaulted or is defaulting. Everything used to go 

smoothly and in most of the cases, the borrower also turned out successful in 

accordance to the expectations of the banker/s. And this process was very much 

within the framework of Indian Constitution guaranteeing the Right to 

Livelihood to the citizens. The Right to Livelihood guaranteed by the Indian 

Constitution has to be looked in wider perspective and all the means to earn a 

livelihood should be considered as essential elements under the “Right to 

Livelihood”.14 

 

When seen from this perspective, the CIBIL score basis for allowing credit 

facilities is unconstitutional and in violation of the Indian Constitution because 

it aims at debarring defaulters from availing the means to earn their livelihood 

permanently and prevents them from improving their living and/or working 

conditions. Someone having a poor CIBIL score may improve it by availing a 

credit card facility, by putting collateral securities and paying higher interest 

rates. But, this once again becomes a remote possibility for the individuals 

fighting for their survival. Thus, they remain defaulters forever and are deprived 

of availing credit facilities from banks or NBFC’s.  

																																																								
14 Prof. Yuvraj Dilip Patil, Environment Degradation and Right to Livelihood, SSRN, (Aug. 12,2020) 
https://ssrn.com/abstract=2396299   
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In one way or the other the CIBIL score basis for allowing credit facilities to 

the individuals and/or companies has ruined millions of individuals and/or 

establishments and is unconstitutional too, as it is in violation of an individual’s 

Right to Lead a Dignified Life as enshrined within the Article 21 of the 

Constitution of India.15 

 

 
  

																																																								
15 Constitution of India, Art. 21 

CIBIL score is the cause of the fall of Indian economy. Hence 
proved. 
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CONCLUSION 

 

A study of all the above examples, arguments and references show the 

detrimental effect of the CIBIL system for India, through the forceful 

introduction of the CIBIL score system for the banking and the NBFC’s sector, 

which has left millions of capable individuals, who can play a vital role in the 

economic growth, incapacitated under CIBIL score system and left them with 

no finance for their growth or support for their family. The possible solutions 

for enhancing the conditions of the economically poor can be- 

 

1. Not making good CIBIL score of parents a mandate for education 

loans. If that is the case, then no farmer’s or worker’s child would be 

able to study. 

2. Curbing down the strictness of the CIBIL scoring for the lower class 

people. 

3. Focussing more on the loan applicant’s venture rather than the score. 

 


