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ABSTRACT 

In today’s rapidly evolving economy, Indian companies often find 
themselves making impactful decisions that can influence millions of lives. 
But what occurs when these decisions step over the line into the realm of 
crime? This concept, known as corporate criminal liability, asserts that 
businesses, regarded as legal entities, can be held accountable for illegal 
actions carried out by their employees or executives, much like individuals 
can be. 

This study delves into how India navigates this complex terrain, working to 
ensure that businesses face consequences for wrongdoings such as fraud, 
pollution, and the distribution of unsafe products, all while protecting 
legitimate enterprises from undue harm. 

Historically, Indian courts have shown reluctance in this area. For instance, 
the Indian Penal Code (IPC) established back in 1860 viewed companies as 
distinct from individuals, complicating the attribution of a “guilty mind” 
(mens rea) to them, given that they lack physical form or consciousness. 

However, pivotal cases have reshaped this landscape. For example, in the 
2005 case of Standard Chartered Bank v. Directorate of Enforcement, the 
Supreme Court determined that businesses could indeed be prosecuted for 
crimes that typically require imprisonment, although the only consequence 
would be financial penalties, as companies themselves cannot serve time. 

Further, the ruling in Iridium India Telecom Ltd. v. Motorola Inc. in 2011 
clarified that the intent of senior management could be attributed to the 
company itself, utilizing principles like vicarious liability (holding a superior 
accountable for their subordinate's actions) or identification (the idea that the 
leader represents the company). 

Support from laws like the Companies Act of 2013 and the Prevention of 
Money Laundering Act has fortified this stance, emphasizing the importance 
of addressing economic crimes. Yet, there are still significant hurdles. 
Establishing intent remains a challenging task—how can one assign blame 



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

     Page: 2112 

to an abstract entity? Additionally, the fines imposed often feel insignificant 
to well-resourced corporations, especially since companies cannot face 
imprisonment. 

In contrast to the United States, where the collective knowledge of all 
employees can contribute to the company's liability, India's framework is 
more stringent but lacks flexibility. This analysis, anchored in a review of 
relevant laws and case precedents, indicates that although progress has been 
made, limitations within the IPC and the Criminal Procedure Code hinder 
effective deterrence. 

Corporate offenses can inflict greater harm on society—think of 
contaminated water supplies or economic downturns—compared to street 
crimes, which calls for more robust measures. In conclusion, India stands in 
need of reforms: revising the IPC to introduce fines universally, establishing 
a specific law for corporate offenses, and permitting sanctions like business 
closures. Such changes would compel companies to reconsider their actions, 
promoting ethical development without apprehension. In the end, holding 
corporations accountable is essential for fostering trust in India’s economic 
narrative, prioritizing people over profits. 

Keywords: corporate criminal liability, mens rea, vicarious liability, Indian 
Penal Code, Companies Act 2013, Supreme Court judgments, economic 
offenses. 

1. Introduction 

This plan outlines our approach to exploring the concept of holding companies in India 

accountable for the wrongful actions of their employees or executives. In today's world, large 

corporations wield significant influence, and their misdeeds can lead to serious issues, such as 

fraud, environmental damage, or the distribution of unsafe products. Therefore, it is crucial to 

have robust laws in place to ensure they are held responsible. 

Our research will employ a 'doctrinal' method, meaning we will thoroughly analyze and 

interpret laws, judicial rulings, and scholarly articles to assess what is effective, what isn’t, and 

how improvements can be made. The timing for this investigation is particularly significant 

with the introduction of new legislation, such as the Bharatiya Nyaya Sanhita 2023, which 

replaces the previous Indian Penal Code (IPC). 

The aim is to facilitate discussions among legislators, legal professionals, and businesses about 

fostering fair corporate practices and preventing misconduct. 
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The rise of corporate power in modern economies has brought unprecedented prosperity but 

also amplified the potential for widespread harm when corporate actions veer into criminal 

territory. In India, a nation undergoing rapid economic transformation, the accountability of 

corporations for crimes such as financial fraud, environmental violations, and product safety 

breaches is not merely a legal abstraction but a cornerstone of public trust and societal well-

being.^7 Corporate criminal liability—the principle that juridical persons like companies can 

be prosecuted and punished for offenses committed in their name—has evolved from a 

contested doctrine to a partially entrenched norm in Indian jurisprudence. This paper examines 

the historical, judicial, and statutory dimensions of corporate criminal liability in India, 

highlighting key challenges and proposing reforms. By drawing on landmark cases, legislative 

frameworks, and comparative insights from the United States, it argues that while significant 

strides have been made, persistent gaps in attribution of mens rea and punitive mechanisms 

undermine deterrence. 

Statement of Research Problems 

Despite the economic liberalization and growth spurt in India since the 1990s, corporate 

malfeasance remains a pressing concern, with scandals like the Satyam fraud (2009) and 

Punjab National Bank scam (2018) exposing systemic vulnerabilities.^8 The primary research 

problems addressed herein are threefold: (1) the doctrinal inadequacy of the Indian Penal Code 

(IPC), 1860, in attributing mens rea to non-human entities, leading to inconsistent judicial 

application and prosecutorial hesitancy; (2) the disproportionate reliance on financial penalties 

that fail to deter well-capitalized corporations, exacerbated by the absence of alternative 

sanctions like imprisonment equivalents (e.g., business dissolution); and (3) the fragmented 

statutory landscape, which lacks a unified framework for corporate offenses, resulting in 

uneven enforcement across economic, environmental, and financial domains. These issues not 

only erode public confidence in the corporate sector but also perpetuate a culture of impunity, 

where the societal costs of economic crimes—ranging from environmental degradation to 

financial instability—far outweigh those of individual offenses. 

Hypothesis 

This study posits the following hypothesis: Judicial and statutory advancements in corporate 

criminal liability under Indian law, while progressive in recognizing corporate prosecutability, 

remain insufficient to effectively deter economic offenses due to entrenched challenges in mens 
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rea attribution and punitive efficacy. Reforms incorporating flexible doctrines (e.g., collective 

knowledge aggregation) and diversified sanctions (e.g., operational restrictions) are essential 

to align accountability with the scale of corporate harm, thereby fostering sustainable ethical 

governance. 

Scope of the Study 

This research is delimited to a doctrinal examination of corporate criminal liability within the 

Indian legal framework, with a primary focus on the attribution of mens rea, vicarious liability, 

and punitive mechanisms under key statutes such as the Indian Penal Code (IPC), 1860; 

Companies Act, 2013; Prevention of Money Laundering Act (PMLA), 2002; and Negotiable 

Instruments Act, 1881. The temporal scope encompasses judicial developments from the 

colonial era to contemporary precedents up to December 2025, emphasizing Supreme Court 

and High Court judgments that have shaped the doctrine. Geographically, the analysis is 

confined to federal-level Indian jurisprudence, excluding state-specific variations or 

international treaties unless directly relevant to domestic application. Comparative insights are 

limited to the United States for illustrative purposes, without exhaustive global benchmarking. 

The study does not extend to empirical evaluations of enforcement efficacy, socio-economic 

impacts of corporate crimes, or civil/administrative liabilities, prioritizing normative and 

interpretive analysis to inform policy reforms. Limitations arising from this scope include the 

potential oversight of nascent legislative proposals post-2025 and the absence of quantitative 

data on conviction rates. 

The analysis is grounded in a doctrinal review of primary sources, including the Indian Penal 

Code (IPC), 1860; the Companies Act, 2013; and Supreme Court precedents. It underscores 

the tension between treating corporations as “persons” under law and their inherent 

intangibility, which complicates traditional criminal law elements like intent and 

punishment.^9 

Research Methodology 

This research employs a doctrinal methodology, which is qualitative and analytical in nature, 

focusing on the systematic exposition, critical examination, and interpretation of legal rules, 

principles, and doctrines. As a non-empirical approach suited to legal scholarship, it draws 

exclusively on primary sources such as statutes (e.g., IPC, Companies Act, 2013), judicial 
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precedents from the Supreme Court and High Courts, and secondary sources including law 

commission reports and scholarly commentaries. The methodology involves: 

1. Source Identification and Collection: Compilation of key legislations and case laws 

through legal databases like Manupatra and SCC Online, spanning from 1860 to 2025, 

with emphasis on landmark judgments post-2000. 

2. Analytical Framework: Thematic analysis to dissect evolution (historical-judicial-

statutory), challenges (attribution and enforcement), and comparative elements (India 

vs. U.S.), testing the hypothesis against doctrinal consistency and efficacy. 

3. Critical Evaluation: Assessment of gaps via purposive interpretation of statutes and 

ratio decidendi of cases, supplemented by normative recommendations derived from 

policy documents like the 239th Law Commission Report (2011). 

No empirical data collection (e.g., surveys or interviews) was undertaken, as the study’s scope 

is confined to black-letter law and jurisprudential trends. Limitations include the exclusion of 

ongoing litigations post-2023 and a focus on federal-level developments, acknowledging 

regional variations in enforcement.^10 

Historical Background 

The foundational challenge to corporate criminal liability in India stems from the colonial-era 

Indian Penal Code (IPC), enacted in 1860, which was designed primarily for natural 

persons.^11 Section 2 of the IPC defines offenses as acts punishable by the Code, but early 

interpretations struggled with applying this to corporations, which lack a physical body or 

consciousness. The doctrine of mens rea—requiring a “guilty mind”—posed a particular 

barrier, as courts viewed companies as incapable of forming criminal intent.^12 Early cases, 

such as A.K. Khosla v. T.S. Venkatesan (1994), reinforced this reluctance, holding that 

corporations could not be prosecuted for IPC offenses necessitating mens rea, like fraud, due 

to their abstract nature.^13 This stance was echoed in M.V. Javali v. Mahajan Borewell & Co. 

(1998), where the Supreme Court interpreted tax statutes to allow fines as alternatives to 

imprisonment for corporate entities, marking an early nod toward prosecutorial feasibility 

without full mens rea attribution.^14 
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This judicial conservatism mirrored global debates but was exacerbated in India by the IPC’s 

silence on corporate entities. Pre-independence courts often quashed proceedings against 

companies, arguing that vicarious liability could not bridge the gap between individual acts 

and corporate culpability.^15 The post-independence era saw gradual shifts, influenced by 

economic liberalization in the 1990s, which expanded corporate influence and necessitated 

accountability mechanisms. However, it was only through judicial activism that the landscape 

began to change, paving the way for statutory reinforcements. 

Judicial Developments 

Indian courts have progressively dismantled barriers to corporate prosecutions, relying on 

doctrines like vicarious liability and identification to attribute intent to companies. 

The Standard Chartered Bank Landmark (2005) 

In Standard Chartered Bank v. Directorate of Enforcement (2005), the Supreme Court 

overruled prior hesitations, holding that corporations could be prosecuted for offenses under 

the Foreign Exchange Regulation Act (FERA), 1973, even where mandatory imprisonment 

was prescribed.^16 The case arose from allegations of foreign exchange violations by the bank. 

A three-judge bench, led by Justices N. Santosh Hegde and B.N. Srikrishna (dissenting in part), 

emphasized purposive interpretation over strict construction of statutes. The majority ruled that 

while companies cannot be imprisoned, courts retain discretion to impose fines, ensuring 

amenability without blanket immunity.^17 This decision marked a watershed, affirming that 

“large-scale financial irregularities” by corporations demand criminal accountability to 

maintain economic stability.^18 

Attribution of Mens Rea: The Iridium Case (2011) 

Building on Standard Chartered, Iridium India Telecom Ltd. v. Motorola Inc. (2011) addressed 

mens rea head-on in a complaint alleging cheating under Sections 420 and 120B of the IPC.^19 

Iridium accused Motorola of orchestrating a fraudulent scheme through its control of Iridium 

Inc., leading to massive investor losses. The Bombay High Court initially quashed the 

proceedings, citing the impossibility of corporate mens rea. However, the Supreme Court 

reversed this, invoking the “doctrine of attribution.” It held that the intent of the “directing 

mind and will”—typically senior management—could be imputed to the corporation, treating 
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it as the company’s alter ego.^20 

The Court clarified that vicarious liability applies where subordinates act within the scope of 

employment, while the identification doctrine attributes the acts of controllers directly to the 

entity.^21 This ruling resolved ambiguities from earlier cases like Zee Telefilms Ltd. v. Sahara 

India Co. Corp. Ltd. (2004), where corporate defamation charges were dismissed for lack of 

mens rea.^22 Post-Iridium, corporations can no longer evade prosecution for intent-based 

crimes by claiming juristic personhood. 

These precedents have influenced subsequent rulings, such as those under environmental laws, 

where companies like Vedanta have faced liability for pollution-related offenses.^23 In Kusum 

Ingots & Alloys Ltd. v. Pennar Peterson Securities Ltd. (2000), the Supreme Court further 

clarified that corporate defenses under insolvency laws do not extend to criminal proceedings 

under the Negotiable Instruments Act, reinforcing prosecutorial continuity.^24 

Recent Developments (2020-2025) 

The post-2020 era has seen a surge in cases addressing vicarious liability amid high-profile 

scandals like the IL&FS crisis and PNB fraud, prompting the judiciary to refine boundaries of 

corporate and directorial accountability.^25 In Sunil Bharti Mittal v. CBI (2015), the Court 

quashed proceedings against directors absent evidence of active involvement, a principle 

reaffirmed in Sanjay Dutt v. State of Haryana (2025), where the Supreme Court held that 

vicarious liability under environmental statutes requires specific averments of directorial 

control over the offending acts, quashing summons against company officers for tree felling 

violations.^26 

Similarly, Anil Khandelwal v. M/s Phoenix India (2025) shielded corporate officers from 

automatic liability under the SARFAESI Act, emphasizing that positional status alone does not 

suffice for criminal imputation.^27 Under the Negotiable Instruments Act, Kamalkishor 

Shrigopal Taparia v. India Ener-Gen Private Limited (2025) reiterated that vicarious liability 

under Section 141 demands proof of the director’s role at the time of the offense, quashing 

proceedings against a former director uninvolved in cheque issuance.^28 In Shree Nagani Silk 

Mills Pvt. Ltd. v. L.D. Industries Ltd. (2025), the Court rejected “sick company” status under 

SICA as a bar to Section 138 prosecutions, upholding complaints despite asset restrictions and 

citing precedents like Southern Steel Ltd. v. Jindal Vijayanagar Steel Ltd. (2008) to affirm no 
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immunity for financial crimes.^29 

These rulings balance deterrence with fairness, ensuring corporations and their officers are held 

accountable only where culpability is demonstrable. 

Statutory Framework 

Legislation has complemented judicial evolution, embedding corporate liability in specific 

domains. 

The Companies Act, 2013, represents a robust shift, replacing the 1956 Act with stringent 

provisions for fraud (Section 447), false statements (Section 448), and non-compliance with 

CSR (Section 135).^30 It employs “piercing the corporate veil” to hold directors and “officers 

in default” liable, broadening accountability beyond the entity.^31 Penalties include fines up 

to three times the gain or loss and imprisonment up to 10 years. Amendments via the 

Companies (Amendment) Acts of 2019 and 2020 decriminalized minor offenses while 

enhancing penalties for fraud, promoting a pro-business yet accountable environment.^32 

The Prevention of Money Laundering Act (PMLA), 2002, imposes vicarious liability on 

companies for laundering proceeds of crime, with fines and attachment of properties as 

sanctions.^33 Similarly, the Negotiable Instruments Act, 1881 (Section 141), attributes 

dishonor of cheques to firms, facilitating prosecutions. 

However, the IPC remains a relic, lacking explicit corporate provisions, which forces reliance 

on judicial interpretation.^34 

Challenges and Limitations 

Despite progress, enforcement hurdles persist. Proving mens rea for an “abstract entity” 

demands evidence of senior management’s complicity, often elusive in diffused corporate 

structures.^35 Fines, while scalable under the Companies Act, are derisively called “pocket 

change” for multinational giants, lacking the sting of imprisonment.^36 The Criminal 

Procedure Code (CrPC), 1973, further complicates matters by not adapting summons or trials 

for non-physical entities. 

Procedural delays and resource constraints in India’s overburdened judiciary exacerbate these 
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issues, allowing corporations to outlast investigations.^37 Moreover, the absence of a unified 

corporate offenses code leads to fragmented application across statutes, as seen in ongoing 

tensions between insolvency proceedings under the IBC and PMLA enforcement in cases like 

Kalyani Transco (2025).^38 

Comparative Analysis: India vs. the United States 

India’s framework contrasts sharply with the U.S., where corporate criminal liability is more 

expansive and flexible. Under the U.S. “respondeat superior” doctrine, companies are liable 

for employees’ acts within employment scope, aggregating collective knowledge to establish 

mens rea—a “collective knowledge” approach absent in India.^39 Landmark U.S. cases like 

United States v. Bank of New England (1987) illustrate this, imputing intent from disparate 

employee actions.^40 

While India’s identification doctrine requires “directing mind” attribution, making it stringent, 

the U.S. model promotes deterrence through deferred prosecution agreements and monitors, 

alongside severe fines (e.g., billions in settlements).^41 India’s rigidity protects innocents but 

hampers prosecutions; U.S. breadth risks overreach but fosters compliance cultures.^42 

Reforms could borrow U.S. aggregation for economic crimes while retaining safeguards. 

Recommendations 

To bolster deterrence, India must enact targeted reforms: 

1. IPC Amendment: Introduce universal fines for corporate offenses, eliminating 

imprisonment barriers.^43 

2. Dedicated Statute: Enact a Corporate Offenses Act, codifying doctrines and 

mandating compliance programs as defenses.^44 

3. Enhanced Sanctions: Authorize debarment, asset freezes, and director 

disqualifications, akin to U.S. monitorships. 

4. Judicial Training: Specialized corporate benches to expedite cases. 

These measures would align punishment with harm, prioritizing societal welfare. 
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Conclusion 

Corporate criminal liability in India has transitioned from doctrinal skepticism to judicial 

affirmation, fortified by statutes like the Companies Act, 2013. Yet, as economic offenses 

eclipse street crimes in impact, the system’s limitations—evident in mens rea attribution and 

mild penalties—demand urgent reform. By emulating flexible U.S. elements while 

safeguarding legitimacy, India can cultivate an ethical corporate ecosystem. Ultimately, 

accountability is not punitive but protective, ensuring profits serve people. The hypothesis is 

affirmed: without holistic reforms, deterrence will remain elusive, underscoring the need for 

legislative action to bridge doctrinal gaps. 
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