
Indian Journal of Law and Legal Research    Volume IV Issue VI | ISSN: 2582-8878  
 

 Page: 1 
 

LIFTING THE CORPORATE VEIL IN THE WAKE OF 

ECOCIDE: HOLDING THE PARENT COMPANY 

ACCOUNTABLE 

Preeti Kushwah, O.P. Jindal Global Law School 

 

 

 

 

 

 

 

ABSTRACT 

The paper examines and analysis the concept of separate legal personalities 
and how it comes to play in cases of environmental disasters. The paper starts 
by explaining the concept of separate legal personality and piercing of the 
corporate veil. Then keeping in mind, the transnational nature of 
environmental destruction cases, the paper examines the possibilities of 
holding the parent companies that may reside in other nations accountable. 
Lastly, the research focuses on the judicial discretion and discrepancy that 
exist in cases of the corporate veil and environmental law. 
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Introduction 

Since the onset of the Industrial Revolution in the early 1800s and the exponential growth of 

the same, Transnational corporations have procured a pervasive presence in the 21st century. 

Their actions do not only impact the overall economic system but are also seen as harbingers 

of the next worldwide trend. The gargantuan firms, on the other hand, have come under intense 

scrutiny for their workings, notwithstanding their contributions. The most conspicuous and 

crucial assessment has been corresponding to their adverse impact on the environment. 

According to a report by World Bank1, "the annual cost of environmental degradation in India 

amounts to about Rs. 3.75 trillion ($80 billion) equivalents to 5.7% of GDP". Furthermore, a 

total of 100 companies are to blame for the emission of more than 70% of the world's 

greenhouse gas emissions since 1988, Coal India being one of them.2 It was also reported that 

there has been an estimate of 7,000 oil spills between 1970-2000 alone, equivalent to over 13 

million barrels of oil.3 Regardless of the plethora of regulations and statutes that punish 

organizations for causing ecological harm, many organizations don't adhere to these 

arrangements. With the prevailing disregard of laws massive devastation like Bhopal Gas 

Tragedy or the Exxon-Valdez oil4 leak, stand unavoidable. In cases like these, it is of utmost 

importance to hold those directly responsible for the immense damage caused accountable as 

a deterrent. Thus, piercing the corporate veil can be justified here.  

Veil-Piercing- What and How? 

The piercing of the corporate veil occurs in the context of the company's creation as a separate 

legal entity. A company's corporate veil isolates the company's liabilities from that of its 

shareholders. Salomon v. Salomon5, which established the veil theory, is one of the most 

illuminating instances about a company's independent legal identity. This has been upheld in 

 
1 World Bank, Diagnostic Assessment of Select Environmental Challenges in India, (July 17, 2013) 
https://www.worldbank.org/en/news/press-release/2013/07/17/india-green-growth-necessary-and-affordable-
for-india-says-new-world-bank-report. 
2 Paul Griffin, The Carbon Majors Database, CDP Carbon Majors Report, (July 2017) 
https://b8f65cb373b1b7b15feb-
c70d8ead6ced550b4d987d7c03fcdd1d.ssl.cf3.rackcdn.com/cms/reports/documents/000/002/327/original/Carbo
n-Majors-Report-2017.pdf?1499691240. 
3 Don Clyde, Niger Delta Oil Spills Dwarf BP, Exxon Valdez Catastrophes, NewsDesk, (June 17, 2010), 
http://newsdesk.org/2010/06/17/niger-delta-oil-spills-dwarf-bp-exxon-valdez-catastrophes/. 
4 Drea Knufken, The World’s Worst Environment Caused by Companies, BUSINESS PUNDIT, (June 21, 2010, 
12:29 pm), https://www.businesspundit.com/the-worlds-worst-environmental-disasters-caused-by-companies/. 
5 Salomon v. Salomon, (1897] AC 22. 
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plenty of cases following it.6 The wider discourse identifies the piercing of the veil as 

an exclusive clause, rather than the rule of safeguarding a company's separate legal personality. 

Lifting of the veil is only anticipated in exceptional circumstances, in order to protect a 

company's corporate identity. These exceptional circumstances include a company set up for 

fraud7, tax evasion8, circumventing legal obligations9, the organization being an ‘enemy 

character’10, etc. This doctrine has been and continues to be refined through the courts. This 

has opened up a lot of room for interpretation, resulting in more subjectivity and confusion in 

the law. Therefore, it presents itself as an unstable legal doctrine.11 

One would think that, with the global awakening of ecological consciousness, partly owing to 

exponentially growth in corporate power, holding businesses accountable would be relatively 

easy. But this is not the fact. There exist only a handful of cases that go beyond the veil to hold 

the shareholder(s) or the parent company liable. Nevertheless, there have been instances where 

the veil has been lifted in the name of public interest which is then further used to enforce the 

ecological obligations. It was in the case of United States V. Milwaukee Refrigerator Co12., this 

position has been summed up quite accurately, here: 

"An organization will be looked upon as a lawful entity as a general rule…… 
however when the idea of the legitimate element is utilized to vanquish public 
convenience, defend crime or protect fraud, justify wrong, the law will view 
the enterprise as a relationship of people".  

The same position was upheld in later cases subject to strict supervision.13  

It was in the case of Skipper Construction Company (Private) Ltd14 that the Supreme Court 

held that, the theory of the corporate veil was developed to stimulate and foster the growth 

of trade and commerce, not to do unlawful acts or defraud people. Further, “the veil can be 

lifted when the corporate personality is found to be opposed to justice, convenience and interest 

of the revenue or workman or against the public interest.” When a firm is adopted as a means 

of evading welfare laws in Workmen of Associated Rubber Industry Limited v. Associated 

 
6Macaura v. Northern Assurance Company (1925) AC 619. 
7 Gilford Motor Company Ltd v. Horne, (1933) Ch. 935; Jones v. Lipman, (1962) 1 WLR 832 L. 
8Dishaw Maneckjee Petit AIR 1927 Bom 37. 
9 Prest v Petrodel Resources Ltd., (2013) UKSC 34. 
10 Daimler Co. Ltd v. Continental Tyre & Rubber Co. Ltd., (1916) 2 AC307. 
11 Stephen M. Bainbridge, Abolishing Veil Piercing, 26(3) J. Corp. Law Stud., 479-536 (2001). 
12 United States v. Milwaukee Refrigerator Transit Company, (1905) 142 F. 247. 
13 Littlewoods Mail Order Stores Ltd. v. Inland Revenue Commissioners, (1969) 1 WLR 1241 
14 Delhi Development Authority v. Skipper Construction Co.(P) Ltd., (1996) 4 SCC 622. 
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Rubber Industry Limited15, it was ruled that because the new company was formed only to 

reduce the parent company's yearly gross earnings, the workers would not be served, and so, 

the corporate veil may well be lifted. Perhaps, the corporate veil is not so obstinate to human 

rights. In view of the scale of crimes that businesses and states are implicated in, it's also vital 

to consider if veil-lifting is a viable concept. The theme of just and equitable values was yet 

again endorsed in D.H.N. Food products Ltd. v. Tower Hamlets London Borough 

Council16, which held that Solomon's case may be disregarded by the courts anytime it is just 

and reasonable to do so. Moreover, the form of shareholding and control would indicate 

whether or not the corporate veil will be pierced by the court. This yet again leaves a rather big 

gap for judicial interpretation pertaining to questions like what and how much actual authority 

and control did the defaulter exercise? Did they take the measures required to prevent the 

mishap? Where are the efforts adequate? The theme of excessive judicial discretion shall be 

discussed later in the paper.  

Holding the Parent Company Accountable in Ecocide 

Given the transnational structure of businesses, it is crucial to understand that holding the 

subsidiary company accountable is not enough; the harm must be offset by holding people in 

charge of the subsidiary firm accountable. It is critical that this approach be widely used in 

India in order to make parent firms in the first world countries liable for the environmental 

harm caused by their Indian subsidiaries. In India, numerous auxiliaries have been set up. Since 

the Bhopal Gas Tragedy, a ton of spotlight has been set on these subsidiaries as they cause 

ecological harm. However, the parent organizations contend immunity from culpability 

because they exist as a separate entity from their subsidiary. The Bhopal Gas Tragedy is maybe 

the principal occurrence where the Court addressed the issue of whether a holding corporation 

is accountable for an environmental danger generated by a subsidiary. A toxic gas leaked from 

a pesticide facility owned by Union Carbide in December 1984, killing over 8000 people 

instantly. Following this, a slew of lawsuits was brought against the parent corporation 

crediting responsibility. Justice Seth opined, "the corporate veil might be pierced in this 

instance on equitable grounds, because the subsidiary firms are unable to pay the appropriate 

compensation to the victims." In the Union Carbide Corporation versus Union of India case17, 

the identification of Union Carbide Corporation, and not its auxiliary Union Carbide 

 
15Workmen of Associated Rubber Industry Limited v. Associated Rubber Industry Limited, AIR 1986 SC 1. 
16 D.H.N. Food Products Ltd. v. Tower Hamlets London Borough Council, (1976) 1 WLR 852. 
17 Union Carbide Corporation v. Union of India, 1990 AIR 273; 1989 SCC (2) 540. 
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India Ltd shows a significant occasion of the law finding fault with the holding organization 

and laying culpability on the parent firm, which is located in the advanced economy.  

To prevent human rights breaches and abuses against people, it is critical to broadening the 

veil-lifting principle to include holding firms based in the industrialised world. Ironically, a 

comparable occurrence occurred in France where a big haulier, Amoco Cadiz, spilt oil off the 

bank of Northern France. The plaintiffs filed negligence claims against the auxiliary Amoco 

Transport just as the parent organization Standard Oil Co18. The US District Court found both 

the auxiliary and parent organization obligated. There have since, been a series of rulings that 

support the lifting of the veil to hold the parent company organisation. 

 Justice Chinappa opined in Life Insurance Corporation of India v. Escorts Limited and 

Others19 that the veil might be pierced if related entities are inextricably linked and part of 

one concern. In-State of UP v. Renusagar Power Company20, a more direct example of the link 

between parent and subsidiary enterprises can be discovered. Renusagar, a wholly owned 

subsidiary of Hindalco that had agreed into a sale-purchase agreement for power, had its veil 

lifted by the Supreme Court. Hindalco benefited from the power generated by Renusagar by 

claiming various state incentives. Renusagar was considered an alter ego of Hindalco, 

according to the Court, that lacked independent existence. The Supreme Court of the United 

States decided in the case of the United States v. Bestfoods21 that it can lift the subsidiary's veil 

and hold the parent firm accountable for its improper behaviour. However, there is one more 

stipulation: the parent business must be a direct participant in the activity. It was the landmark 

Oleum Gas Leak Case22, which brought in the concept of absolute liability for ultrahazardous 

industries. On the contrary in New Horizons Ltd. v. Union of India23, the Court concluded that 

the parent firm must have direct control in order to be held accountable. This demonstrates the 

inconsistency around business responsibility since courts have broad discretion in deciding 

when to breach the corporation veil. In Novartis v. Adarsh Pharma24, the Court voiced doubts 

about piercing the corporate veil where there was evidence of the corporation being abused for 

an unfair and inequitable purpose, ruling that the facts of the case must be determined first.  

 
18 United States v. Standard Oil Co., 173 F. 177 (C.C.E.D. Mo. 1909). 
19 Life Insurance Corporation of India v. Escorts Ltd., 1986 AIR 1370. 
20 State of U.P. and Ors. v. Renusagar Power Co., 1988 AIR 1737. 
21 United States v. Bestfoods, 524 U.S. 51 (1998). 
22 M.C. Mehta v. Union of India, (1987) AIR 1086. 
23 New Horizons Ltd v. Union of India, 1995 SCC (1) 478. 
24Novartis v. Adarsh Pharma, 2004(3) CTC 95. 
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Judicial Discretion and Discrepancy  

When it comes to lifting the curtain, the courts have a lot of leeway which leads to discrepancies 

in the rule to be followed. Courts are unwilling to hold the parent business liable for 

environmental damage caused by its subsidiary. Though one may understand the Court's 

reluctance to go beyond the traditional concept of corporate accountability, the fact is that 

corporations have already had a significant negative influence on the environment. Quoting 

Robert B. Thompson feels appropriate here: 

"Even if piercing would be harsh to a passive parent corporation that did not 
participate in the wrongful action, it would seem to be outweighed by the 
harshness of those injured."25  

In situations of environmental destruction, the primary motivation for holding parent 

businesses accountable for the unlawful acts of subsidiary enterprises is to allow victims to get 

more compensation, which is in the public interest. As previously said, having discretion in an 

area of law that has been either under-explored or left vague has allowed many multinational 

firms to get away with it. While some cases, such as Prest v. Petrodel Resources Limited26, 

show anxiety about lifting the veil, precedent in cases like State of U.P. v. Renusagar Power 

Co. sees it as a necessary step for the preservation of public good. As a result of the high 

dependence on judicial discretion in veil piercing, such an approach might be termed 

"doctrinally unsustainable" since it is so unpredictable.27 

Conclusion  

Separate Legal Personality is an important concept, but it is also clear that it is used to conceal 

possible liability for severe economic and environmental harm. The purpose of this article was 

to draw attention to the legal gap that exists when it comes to assigning environmental liabilities 

to parent businesses.  if the notion of enterprise liability is properly established, the rights of 

individuals who have been damaged by a company's unjust activities might be much more 

safeguarded. As we are at the slope of causing irreversible natural harm, a higher onus should 

be put upon global organizations. This will guarantee that they don't mock environmental 

 
25 Robert B. Thompson, Unpacking Limited Liability; Direct and Vicarious Liability of Corporate Participants 
for Torts of the Enterprise, 47 Vand. L. Rev. 1 (1994). 
26 Prest v. Petrodel Resource Limited, (2013) UKSC 34. 
27 Alan J. Digman and Peter B. Oh, Rationalising Corporate Disregard, 40 Univ Pittsbg Law Rev. 187, 
(2020). 
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standards only to avoid accountability, particularly if they operate subsidiaries in 

underdeveloped countries. For public interest reasons, courts must utilise the veil theory in 

tandem with the absolute responsibility doctrine. It must be stressed that eliminating limited 

liability is not the solution; rather, the spectrum of situations in which the corporate veil is lifted 

must be widened. Crediting obligation to holding organizations compels them to alter the 

environmental policies that they probably know about, however, don't make any move against 

them. The burden of individual obligation upon investors will personalise the financial 

incentive. Thus, this would urge investor activism to better their immediate impact in greening 

up the meeting room.28 While it is true that management and shareholder accountability can 

have a deterrent effect on rights abuses, it is also true that such a concept falls short when public 

policy frameworks are lacking. Furthermore, the current legal framework in India, which 

includes the Environment Protection Act as well as air and water pollution control acts, is 

insufficient to bring individuals into the legal landscape for the purpose of holding them 

culpable.  

The provisions are insufficiently strong to prohibit an individual from evading accountability 

for crimes that may have occurred. As a result, it is vital to enhance the legal framework by 

enacting strong public policy measures to ensure that employees' rights are not subject to 

judicial discretion. 

  

 
28 Mikel Calleja and Simone Borg, Piercing The Corporate Veil: Greening Companies’ Governance and 
Shareholder Activism, 7 IUNCNAEL (2016). 


