Page: 3090-3105 URL: www.lijdlr.com

LAWFOYER
INTERNATIONAL
JOURNAL OF
DOCTRINAL LEGAL
RESEARCH

ISSN: 2583-7753

LAWFOYER INTERNATIONAL JOURNAL

OF DOCTRINAL LEGAL RESEARCH
[ISSN: 2583-7753]

\(/-SJ\_/
<N~

Volume 4 | Issue 1
2026

DOI: https://doi.org/10.70183/1ijdlr.2026.v04.137

© 2026 LawFoyer International Journal of Doctrinal Legal Research

Follow this and additional research works at: www.lijdlr.com

Under the Platform of LawFoyer — www.lawfoyer.in

After careful consideration, the editorial board of LawFoyer International Journal of Doctrinal
Legal Research has decided to publish this submission as part of the publication.

In case of any suggestions or complaints, kindly contact (info.lijdlr@gmail.com)
To submit your Manuscript for Publication in the LawFoyer International Journal of Doctrinal

Legal Research, To submit your Manuscript Click here

. $ $ $20 e



https://lijdlr.com
https://lijdlr.com/submit-manuscript/

3090 LawFoyer International Journal of Doctrinal Legal Research [Vol. IV Issue I]

I.

THEORETICAL FRAMEWORK OF IBC

Abdul Rahman K I' & Aarcha P B2

ABSTRACT

The Insolvency and Bankruptcy Code, 2016 is not only a legal mechanism for resolving debt it
is based on important economic and legal principles that explain the need for a structured
insolvency system in a credit-based economy. Modern economies function largely on borrowed
capital, businesses depend upon loans and investments to finance their operations, expand
production and undertake new business initiatives. Therefore, credit plays an important role
in the economic growth and development. However, the availability of credit also involves
inherent risk of default and business failure, which cannot be completely avoided. In such a
system, an effective insolvency framework is essential for dealing with financial distress in an
orderly and structured manner. Without an organised legal framework, the failure of business
may result in uncoordinated recovery actions by creditors, erosion of asset value, loss of
employment and instability in the financial system. Insolvency laws aim to address these
concerns by establishing a collective mechanism, through which the claims of the creditors can
be resolved fairly and also providing an opportunity for viable businesses to be restructured
and continue as a going concern. The Insolvency and Bankruptcy Code aim to balance these
competing interests by ensuring timely resolution of financially distressed entities,
maximisation of assets and ensuring fair treatment of stakeholders. The Code also recognises
that insolvency is not only a legal issue but also an economic concern that requires a framework
that promotes efficient allocation of resources and maintains confidence in the credit system.
Through a structured and time bound manner the Code seeks to preserve the economic value,
facilitate the recycling of capital from failing businesses to productive sectors, and support the

overall stability of the financial markets.
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III. INTRODUCTION

The Insolvency and Bankruptcy Code, 2016 (IBC) represents a transformative shift in
India’s insolvency regime, introducing a consolidated and time-bound framework for
resolving corporate financial distress. Designed to address inefficiencies in the pre-
existing fragmented legal structure, the Code seeks to maximise asset value, promote
credit discipline, and balance the interests of creditors and other stakeholders. In a
modern credit-driven economy, where business operations are heavily dependent on
external financing, the existence of an effective insolvency framework is essential to

ensure economic stability and efficient allocation of resources.

Despite its structured design, the application of the IBC has given rise to significant
interpretative challenges. Judicial authorities are often confronted with ambiguities in
statutory provisions, particularly in cases involving competing stakeholder interests,
the scope of creditor primacy, and the objectives of corporate rescue versus
liquidation. These challenges are further compounded by the absence of a clearly
articulated theoretical framework guiding the interpretation of insolvency law in
India. While the Code implicitly reflects elements of both creditor-centric and
stakeholder-oriented approaches, the lack of doctrinal clarity has led to

inconsistencies in judicial reasoning and outcomes.

Against this background, the present study identifies the core research problem as the
absence of a coherent interpretative framework for applying the provisions of the IBC.
By examining the theoretical foundations of insolvency law, this paper seeks to bridge
the gap between abstract legal theory and practical judicial interpretation. It aims to
demonstrate that a structured engagement with insolvency theories can provide
valuable guidance in resolving ambiguities within the Code and contribute to a more

consistent and principled development of insolvency jurisprudence in India.
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A. Research Objectives
This study aims to:
1. Analyse the major theoretical approaches influencing insolvency law.

2. Examine the extent to which these theories are reflected in the Insolvency

and Bankruptcy Code, 2016.

3. Evaluate how these theoretical frameworks can assist in resolving

interpretative ambiguities within the Code.
B. Research Questions
The paper seeks to address the following questions:
1. What are the theoretical frameworks underlying modern insolvency law?

2. How are traditionalist, proceduralist, and stakeholder-oriented theories

reflected in the IBC?

3. How can these theoretical approaches guide judicial interpretation in cases

of ambiguity under the Code?
C. Research Methodology

This research adopts a doctrinal and analytical methodology. It relies on the
examination of statutory provisions of the Insolvency and Bankruptcy Code, 2016,
relevant judicial decisions, and scholarly literature on insolvency theories. The study
employs a comparative and conceptual analysis of different theoretical frameworks to

evaluate their applicability within the Indian insolvency regime.
IV. EVOLUTION OF INSOLVENCY THEORIES

The development of insolvency laws in different jurisdictions has been influenced by
different theoretical approaches that aims to provide an understanding the objectives
and operations of insolvency laws. Historically, insolvency laws were mainly
considered as mechanisms for liquidation and debt recovery. However, overtime the
objectives of insolvency laws have evolved to include corporate rescue and the

maintenance of economic value and protection of stakeholder interests.

© 2026. LawFoyer International Journal of Doctrinal Legal Research (ISSN: 2583-7753)
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In modern insolvency systems, the theoretical debates are largely centered on two
major theories, the traditionalist approach and the proceduralist approach. These
theories guide the way the insolvency laws are designed, interpreted and

implemented across various jurisdiction.3

In addition to these classic theories, modern studies have also proposed various
theories that take into account social and economic factors in insolvency law. Some of
these theories are contractarian theory, stakeholder theory, team production theory
and modern theories of sustainability and corporate rescue.* Understanding these
theories is important because they provide the foundation of modern insolvency laws

such as the Insolvency and bankruptcy Code, 2016.
A. CLASSICAL THEORIES
1. Traditionalist Theory

The Traditionalist theory of insolvency is based on the principle that the insolvency
system is to take into consideration the interest of all the stakeholders who have been
affected by corporate financial distress. According to this the traditionalist, the
insolvency is not only a dispute between the debtors and creditors but is also a matter

of concern for the employees, the consumers and the community at large.

Traditionalists argue that the insolvency law should promote corporate rescue and
rehabilitation whenever possible. The liquidation of the corporate debtor may always
have an adverse effect for the employees of the company as well as the economy as a
whole. Therefore, the insolvency systems should always focus on preserving viable

businesses as a going concern rather than immediately resorting to liquidation.>

This approach focuses on the concepts of fairness and equitable treatment of all the

stakeholders. This approach also recognises the fact that the problem of corporate

3 Nsubuga, H. J. (2018). The interpretative approach to bankruptcy law: Remedying the theoretical
limitations in the traditionalist and the proceduralist perspectives on corporate insolvency.
International Journal of Law and Management, 60(3), pp. 824-841. DOI: 10.1108/ijlma-03-2017-0079

4 The Shifting Nature of Insolvency Theory: From Liquidation to Rescue and Sustainability” in Gert
Jan Boon, Jessie Pool, Harold Koster, Jan Adriaanse (eds) In and Out of Insolvency: A Tribute to Prof.
Reinout Vriesendorp (Wolters Kluwer 2025)

5 Nsubuga, H. J. (2018). The interpretative approach to bankruptcy law: Remedying the theoretical
limitations in the traditionalist and the proceduralist perspectives on corporate insolvency.
International Journal of Law and Management, 60(3), pp. 824-841. DOI: 10.1108/ijlma-03-2017-0079
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insolvency deals with various stakeholders who have conflicting interest with one
another. Hence, the interest of all the stakeholders should be balanced while dealing
with the problem of corporate insolvency. Further, economically viable businesses
should also be given an opportunity to recover and re-enter the market through

restructuring or rehabilitation.

Traditionalist also emphasise the role of judges in achieving fairness in insolvency
proceedings. They rely on judges to uphold the equity of insolvency law on case-by-
case basis and argue that judges should exercise broader discretionary powers while
deciding insolvency matters. Such discretion allows Courts to balance the interest of
all stakeholders and ensure that the outcome of insolvency proceedings is fair and

equitable.®

However, the critics of the traditionalist approach argue that although the
traditionalist approach recognises the interest of all the stakeholders involved in the
corporate insolvency but failed to clarify how the interest of all the stakeholders can
be balanced. This lack of clarity may lead to uncertainty in insolvency proceedings

and judicial decision making.
2. Proceduralist Theory

In contrast to the traditionalist approach, the proceduralist theory focuses on efficacy
and value maximization for creditors. According to the proceduralist theory the
primary purpose of the insolvency law is to provide a collective approach to dealing
with the conflicts between creditors when a debtor becomes unable to meet its
financial obligations. According to proceduralist, it is not necessary for insolvency law
to pursue social goals. The main concern of insolvency law should be to ensure that
the debtors’ assets are distributed among the creditors in accordance with the pre-

existing rights.”

From this view, insolvency law acts as a procedural framework that coordinates debt

recovery and prevents individual creditors from racing to enforce their claims. By

¢ Theoretical Framework of Insolvency Law, Medha Shekar and Anuradha Guru

7 Nsubuga, H. J. (2018). The interpretative approach to bankruptcy law: Remedying the theoretical
limitations in the traditionalist and the proceduralist perspectives on corporate insolvency.
International Journal of Law and Management, 60(3), pp. 824-841. DOI: 10.1108/ijlma-03-2017-0079
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providing a collective process, insolvency law helps to maximise the overall value of
the debtor’s assets and ensures an expected outcomes for creditors. Proceduralist also
emphasise the role of market forces in determining whether a business should survive
or exit the market. If a company is not able to compete efficiently, liquidation may be

considered an economically efficient outcome.

Further proceduralist claim that secured creditors should enjoy the same status in
insolvency proceedings as they do outside such proceedings. According to this view,
giving priority to stakeholders such as employee in the name of fairness may interfere
with the existing contractual rights of creditors and create uncertainty in the credit

markets.

Proceduralist also take limited view on the role of judges in insolvency proceedings.
Based on this approach the judges should act as neutral arbitrators who oversee the
insolvency process and ensure that the procedures are followed. They argue that
judges should not exercise broad discretionary powers to alter creditor rights in order

to achieve fairness or redistribute value among stakeholders.8

Even though the proceduralist approach provides clarity and predictability, the
approach has been criticised for focusing more on creditor interest while ignoring the

broader social and economic consequences of corporate insolvency

The distinction between the traditionalist and proceduralist approach highlights two
different perspectives on the objectives of insolvency law. While traditionalist
highlights the protection of broader stakeholder interest and support corporate
rescue, the proceduralists focus on creditor rights and economic efficiency. While
traditionalist believe that judges should have broader discretionary powers to balance
competing stakeholder interest, proceduralist think that judges should play a limited
role and should not interfere with pre-existing creditor rights. Ted Janger summarised
Douglas Baird’s explanation of the traditionalist and proceduralist divide.® This

divide has been explained through certain questions as identified by Douglas Baird.

8 Theoretical Framework of Insolvency Law, Medha Shekar and Anuradha Guru.
9 Ted Janger (2001), “Crystals and Mud in Bankruptcy Law: Judicial Competence and Statutory
Design”, 43 ARIZ. L. REV., pp. 559-566.
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According to him, a scholar’s answers to the three questions show whether they
support the traditionalist theory or the proceduralist theory. Whether the bankruptcy
Code should seek to rehabilitate firms, whether bankruptcy judges should alter non-
bankruptcy entitlements in order to rehabilitate firms and whether bankruptcy judges
are capable of distinguishing likely candidates for reorganization from firms that are
destined to fail. Traditionalist answers yes to these questions and proceduralist tend

to answer no reflecting their emphasis on creditor rights and market efficiency.10
3. Interpretative Theory

Based on the limitations of traditionalist and Proceduralist theories, some scholars
have proposed the interpretative theory to insolvency law. This theory was developed
by Ronald Dworkin. This theory suggests that legal rules should not be mechanical it
should be interpreted based on the principles and values underlying them. According
to Dworkin, judges should interpret laws in a manner that ensures fairness and
integrity in the legal system. When the cases are difficult judges should not only
consider the literal meaning of the statutory provision but also the broader objectives

and principles that the law seeks to achieve.!l

An interpretative approach in insolvency law can help balance the different views of
traditionalist and proceduralist theory. Instead of following either stakeholder
protection or creditor value maximisation, courts and insolvency authorities can
interpret insolvency laws in a way that balances efficiency with fairness among

stakeholders while maintaining the main objectives of the legal framework.
B. ECONOMIC THEORIES
1. Creditor’s Bargain Theory

One of the theories, that explains the purpose of insolvency law is the Creditor’s
bargain theory. This theory was propounded by scholars such as Thomas Jackson and

Douglas Baird. According to this theory, insolvency law exists to ensure that creditors

10 Theoretical Framework of Insolvency Law, Medha Shekar and Anuradha Guru.

1 Nsubuga, H. J. (2018). The interpretative approach to bankruptcy law: Remedying the theoretical
limitations in the traditionalist and the proceduralist perspectives on corporate insolvency.
International Journal of Law and Management, 60(3), pp. 824-841. DOI: 10.1108/ijlma-03-2017-0079
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recover as much as money as possible through a coordinated and collective process.
In the absence of such a system the individual creditors may attempt to recover their
debts separately and in quickly, which may cause an inefficient liquidation of the
business and destruction in asset value. Therefore, the insolvency laws prevent this
competition among the creditors by bringing all creditors together into a single

collective process for resolving financial stress.

This theory assumes that if creditors had the opportunity to negotiate among
themselves before providing any loans to the debtors they would agree on a system
that maximises the value of the debtor’s assets and distributes the proceeds in a fair
and equitable manner. Insolvency law therefore acts as a mechanism that replicates
this hypothetical agreement among the creditors ensuring that all creditors participate
in a common process where decisions about restructuring and liquidation are taken

collectively.12

However, the creditor bargain theory has been criticised for focusing mainly on the
interest of creditors and ignoring other stakeholders such as employees and
communities affected by corporate failure. As insolvency systems developed over
time, scholars began to recognise that corporate insolvency has wider economic and
social effects. Therefore, it cannot be properly addressed by a framework that focuses

only on the interests of creditors.13
2. Risk Sharing Theory

The Creditor’s Bargain Theory was later modified by Jackson and Scott in 1989 after
realising certain limitations in the theory. Creditor Bargain Theory assumed that
creditors could agree to change their pre contractual priorities in the process of
insolvency which seemed unrealistic in practice. The Risk Sharing Theory was made

as a result of the limitation of the Creditor’s Bargain Theory.14

12 Theoretical Framework of Insolvency Law, Medha Shekar and Anuradha Guru.

13 Nsubuga, H. J. (2018). The interpretative approach to bankruptcy law: Remedying the theoretical
limitations in the traditionalist and the proceduralist perspectives on corporate insolvency.
International Journal of Law and Management, 60(3), pp. 824-841. DOI: 10.1108/ijlma-03-2017-0079

14 Jackson, T.H., Scott, R.E. (1989), “On the nature of bankruptcy: An essay on bankruptcy sharing and
the creditors” bargain”, Virginia Law Review, 75(155), p. 168.
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According to this theory, all investors involved in a business such as creditors,
bondholders and equity investors, should share the risk of loss when the debtor
become insolvent. The aim of this theory is to maximise the value of the debtor’s assets
and resources by distributing the risks of insolvency among all participants rather

than placing the burden on a single group.1®

Miles identified two types of risks that may affect a business. The first type includes
external risks such as economic conditions, industry wide factors or changes in
government policies, which are outside the control of the management. The second
type includes company specific risks that arise from the internal operations and
decisions of the firm. Creditors and investors may negotiate which type of risks they
are willing to bear.1® Bankruptcy law can therefore provide a framework for sharing
these risks in a way that allows all participants to obtain the maximum possible value

from the debtor’s assets.
C. STAKEHOLDER-BASED THEORIES
1. Value Based Theory

This theory was proposed by Korobkin. He argues that explaining insolvency only
form a economic perspective may be incomplete. According to this theory, bankruptcy
law should consider the social, economic and political interests that arises when a

company faces financial distress.!”

According to this theory, the bankruptcy acts as a platform where the different values
and interest relating to financial distress can be recognised and addressed. It
emphasises that insolvency law should not focus only on the claims of the creditor’s
but should also consider the impact of corporate failure on other stakeholders who
may not have formal legal rights over the company’s assets. In other words,
bankruptcy law should recognise the broader impact of corporate insolvency and deal

with the different issues that arise from it. Since various stakeholders may have

15 Theoretical Framework of Insolvency Law, Medha Shekar and Anuradha Guru.

16 Miles, D.A. (2011), “Risk Factors and Business Models: Understanding the Five Forces of
Entrepreneurial Risk and the Causes of Business Failure”, Dissertation.com: Boca Raton FLO, 1.
17 Korobkin, D.R. (1991), “Rehabilitating values: A jurisprudence of bankruptcy”, Columbia Law
Review, 91, p. 717.
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competing interests, law should balance these interests and ensure fair outcomes

during the insolvency process.
2. Contractarian Theory

In response to the limitations of creditor centric theories, modern insolvency has
increasingly adopted stakeholder approaches. These theories recognize that
company’s financial distress affects a large range of stakeholders who may not have
contractual relationships with the debtor but depend upon the company for economic

and social reasons.

The Contractarian Theory of insolvency law, as developed by Donald Korobkin in his
later work, conceptualises bankruptcy as a framework that should reflect a
hypothetical agreement among all affected stakeholders. Unlike purely creditor-
centric models, this approach recognises that insolvency impacts multiple
constituencies, including employees, managers, and other non-creditor participants.
Accordingly, the theory argues that insolvency rules should be designed in a manner
that these stakeholders would collectively agree upon, taking into account both

economic efficiency and broader distributive concerns.

This approach is distinct from Korobkin’s earlier value-based theory and must be
understood as a separate normative framework that seeks to move beyond the
limitations of the Creditor’s Bargain model. It emphasises that insolvency law should
not be confined to enforcing pre-existing creditor rights but should instead reflect a
more inclusive and participatory understanding of corporate relationships during

financial distress.

In contrast, Elizabeth Warren advances a Policy Approach to insolvency law, which
emphasises the consideration of multiple social, economic, and institutional values in
bankruptcy decision-making. Her framework highlights that insolvency law should
balance competing interests and address the broader consequences of corporate

failure, rather than being categorised within contractarian theory.

© 2026. LawFoyer International Journal of Doctrinal Legal Research (ISSN: 2583-7753)
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Thus, while both approaches depart from strictly creditor-oriented models, the
Contractarian Theory and the Policy Approach remain conceptually distinct and

should be treated as separate contributions within insolvency scholarship.
3. Team Production Theory

Team Production Theory is an extension of the contractarian theory. According to this
theory, company should not be seen as an organization owned by shareholders or
controlled by creditors. It should be seen as a cooperative enterprise where all
stakeholders like employees, managers, suppliers, other participants etc. contribute to
the success of the company. As the success of the company depends upon the efforts
of all these participants. Therefore, insolvency law should recognize the interest of

these stakeholders when the company is in financial distress.

According to this theory, insolvency should not only be seen as a process of
distribution of assets, it should consider the role played by other stakeholders who
contribute to the success of the company. Employees provide labour, supplier
provides goods and services managers contribute their expertise in running the
organization. Since they play an important role, they are also affected when the
company becomes insolvent. Therefore, insolvency law should recognize that the

company operates as a team in which many participants contribute to its success.8

This theory also emphasis that the continuation of a viable company may produce
greater benefits than immediate liquidation. This theory represents a more inclusive

understanding of corporate relationships.
D. MODERN INSOLVENCY THEORIES
1. Corporate Rescue Theory

According to this theory, the insolvency law should not only focus on liquidation and
recovery of debts it should also provide mechanisms to revive financially distressed
viable companies to continue business operations. Modern insolvency laws recognize

preserving a company can generate more economic and social benefits rather than

18 The Shifting Nature of Insolvency Theory: From Liquidation to Rescue and Sustainability” in Gert
Jan Boon, Jessie Pool, Harold Koster, Jan Adriaanse (eds) In and Out of Insolvency: A Tribute to Prof.
Reinout Vriesendorp (Wolters Kluwer 2025)
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immediate liquidation. When viable companies are rescued employment can be

preserved and stability of the economy can be protected.

Corporate rescue has gained more importance as many jurisdictions have moved
away from purely liquidation-based insolvency regimes. This shift reflects that
continuation of viable business can contribute positively to economic growth and
social stability. In the Indian context, this approach is further reinforced by the
introduction of the Pre-Packaged Insolvency Resolution Process (PIRP) under the
Insolvency and Bankruptcy Code (Amendment) Act, 2021, specifically designed for
Micro, Small and Medium Enterprises (MSMEs). The PIRP framework reflects the
principles of Corporate Rescue Theory by enabling a debtor-in-possession model and
facilitating pre-negotiated resolution plans, thereby promoting efficiency, business
continuity, and value preservation. Accordingly, modern insolvency frameworks,
including the IBC, increasingly prioritise restructuring and reorganisation over mere

asset distribution among creditors.1?
2. Information Asymmetry Theory

Information Asymmetry Theory explains that stakeholders possess more information
about the financial condition of the company than others. Promoters and managers
have more knowledge about the internal operations of the company compared to the
creditors or external stakeholders. This unequal distribution of information can create
difficulties in resolving financial distress because creditors may not know about the

true condition of the company.

This unequal distribution of information affects the effective negotiation between
creditors and management of the company during financial distress. Creditors may
be uncertain whether the company is financially viable or whether liquidation is
inevitable. Formal insolvency reduces this information gap by requiring disclosure of
financial information and by appointing independent professionals who manage the

resolution process. In this way, insolvency framework attempts to create transparency

19 The Shifting Nature of Insolvency Theory: From Liquidation to Rescue and Sustainability” in Gert
Jan Boon, Jessie Pool, Harold Koster, Jan Adriaanse (eds) In and Out of Insolvency: A Tribute to Prof.
Reinout Vriesendorp (Wolters Kluwer 2025)
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and ensure decisions regarding the future of the company are based on reliable

information.20
3. Hold-Out Problem Theory

The hold-out problem arises when a company has multiple creditors with competing
interests. During those situations, the individual creditors may refuse to participate in
restructuring claims and demand full repayment of their claims. This may delay the
efforts to reorganize the financially distressed companies as some creditors may
attempt to gain advantages over others. When creditors act independently the
collective value of the company’s assets may decrease and chances of successful
restructuring may be reduced. Insolvency law addresses this by creating a collective
decision-making process where creditors are required to participate in a coordinated
framework. Through this insolvency law ensures that decisions regarding
restructuring and liquidation are collectively taken rather than individual

enforcement actions.?!

V. CONCLUSION

RELEVANCE OF INSOLVENCY THEORY TO THE INSOLVENCY AND
BANKRUPTCY CODE, 2016: The Insolvency and Bankruptcy Code, 2016 embodies
a structured synthesis of multiple insolvency theories, which can be identified through
its specific statutory provisions. The creditor-centric orientation of the Code is most
clearly reflected in the constitution and powers of the Committee of Creditors under
Sections 21 to 24, which operationalise the principles of the Creditor’s Bargain Theory
by entrusting financial creditors with decision-making authority in the resolution
process. This framework ensures coordinated creditor action and aligns with
proceduralist objectives of value maximisation and predictability. Further, the strict
timelines prescribed under the Corporate Insolvency Resolution Process, including
the statutory cap of 330 days, reinforce the proceduralist emphasis on efficiency and

timely resolution.

20 Theoretical Framework of Insolvency Law, Medha Shekar and Anuradha Guru.
21 Theoretical Framework of Insolvency Law, Medha Shekar and Anuradha Guru
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At the same time, the Code incorporates elements of Corporate Rescue and
stakeholder-oriented theories through provisions such as the moratorium under
Section 14, which prevents individual enforcement actions and preserves the
corporate debtor as a going concern during the resolution process. The role of the
resolution professional in managing the affairs of the debtor and facilitating a
collective resolution mechanism further reflects the objective of maintaining
enterprise value. Additionally, the liquidation waterfall mechanism under Section 53
demonstrates a structured prioritisation of claims, balancing creditor rights with
limited recognition of other stakeholders, thereby reflecting a calibrated application

of proceduralist principles.

However, the Code also reveals inherent tensions between competing theoretical
approaches. While creditor primacy under the Committee of Creditors reflects a
strong proceduralist and creditor bargain orientation, the emphasis on resolution over
liquidation and the protection afforded through the moratorium indicate the influence
of traditionalist and stakeholder-based considerations. This coexistence of multiple
theoretical foundations demonstrates that the Code is not exclusively aligned with
any single theory but instead represents a hybrid framework. Accordingly, a nuanced
understanding of these theoretical underpinnings is essential for interpreting the
provisions of the Code in a manner that balances efficiency, fairness, and the broader

economic objectives of insolvency law.

The evolution of the Insolvency and Bankruptcy Code, 2016 further demonstrates the
growing influence of Corporate Rescue Theory through legislative developments such
as the Pre-Packaged Insolvency Resolution Process introduced in 2021. This
mechanism, particularly tailored for MSMEs, reflects a shift towards flexible and
efficient restructuring processes that preserve enterprise value while minimising
disruption. Its debtor-in-possession structure and reliance on pre-agreed resolution
plans highlight the increasing emphasis on timely and pragmatic rescue-oriented

solutions within the Indian insolvency framework.
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E. Cases

1. Innoventive Industries Ltd v ICICI Bank (2018) 1 SCC 407.

2. Swiss Ribbons Pvt Ltd v Union of India (2019) 4 SCC 17.

3. Committee of Creditors of Essar Steel India Ltd v Satish Kumar Gupta (2020) 8
SCC 531.
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