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REGULATING CORPORATE CRIMINAL LIABILITY:
GLOBAL PERSPECTIVES AND LESSONS FOR INDIA

-Pratiksha Mohanty'

ABSTRACT

Corporate criminal liability has become an increasingly significant issue in the global legal
landscape, with countries adopting diverse approaches to regulate corporate misconduct. This
article examines the global perspectives on corporate criminal liability, analyzing the legal
frameworks in different jurisdictions. It explores key doctrines like the identification principle and
the vicarious liability model, highlighting their effectiveness in deterring corporate wrongdoings.
The article then contextualizes these global lessons for India, assessing the expertise and
shortcomings of the available legal structure under the Companies Act, 2013, and the Indian Penal
Code. It discusses recent legislative developments, judicial pronouncements, and policy debates
surrounding corporate accountability. Finally, the article proposes legal reforms to enhance
corporate liability mechanisms in India, ensuring a balance between deterrence and economic
growth. By drawing from international best practices, the study aims to contribute to the evolving

discourse on corporate criminal liability in India.

Keywords: corporate misconduct, vicarious liability, corporate accountability, legal reforms,

corporate criminal liability.

INTRODUCTION

Corporate entities play a crucial role in modern economies, driving economic growth, employment,
and innovation. However, the increasing incidence of corporate misconduct—ranging from
financial fraud and environmental violations to corruption and human rights abuses—has raised

critical questions about corporate accountability. In response, legal systems worldwide have

' Ph.D. Scholar, KIIT University
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developed mechanisms to hold corporations criminally liable, balancing the need for deterrence

with economic sustainability.

The principle of holding corporations criminally liable evolved differently across various
jurisdictions. The United States has adopted a broad vicarious liability approach, others, like the
United Kingdom, emphasize the identification principle, attributing liability based on the acts of
senior corporate officers. The European Union, meanwhile, has increasingly promoted a
regulatory and compliance-driven framework to prevent corporate offenses. These varied
approaches reflect the complexities of imposing criminal liability on artificial legal entities while

ensuring fair enforcement mechanisms.

In India, corporate criminal liability has undergone significant development, particularly under the
(Companies Act, 2013), the (Bharatiya Nyaya Sanhita, 2023), and various sector-specific
legislations. However, challenges persist in terms of enforcement, prosecutorial inefficiencies, and
judicial interpretation. The absence of a uniform framework, coupled with evolving corporate

structures and cross-border operations, necessitates a re-evaluation of India's legal approach.

In (Bharatiya Nyaya Sanhita, 2023, section- 2(26)) defines person’. However, there are two major

obstacles in prosecuting a company as a juristic person, such as:-

(i) The essential tenet of criminal liability focuses on latin maxim® (Black’s Law Dictionary, 2019)-
to impose liability, it must be shown that a prohibited act or omission occurred with the necessary
guilty intent. Yet, as a corporate entity, a company cannot itself possess mens rea in the traditional
sense.

(i) second impedient- where a statute mandates imprisonment, such a sentence cannot be imposed

on a company, since it cannot be subjected to incarceration.

This article provides a comparative analysis of corporate criminal liability across key jurisdictions,
drawing insights from global best practices. It further assesses the Indian legal framework,

identifying gaps and proposing reforms to enhance corporate accountability. By examining

2 See The Bharatiya Nyaya Sanhita, section 2(26) (Bharatiya Nyaya Sanhita, 2023)
3 actus non facit reum, nisi mens sit rea
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international trends an lessons, this study aims to contribute to ongoing discourse on corporate

criminal liability in India and suggest a more effective regulatory framework.

LITERATURE REVIEW

1. In the article, Corporate Criminal Liability in India, Singh, P. K. (2021) offers an in-depth study
of the evolution and present situation of corporate criminal responsibility within the Indian legal
framework. The literature on this topic encompasses various perspectives, including theoretical

foundations, judicial interpretations, and contemporary challenges.

THEORETICAL FOUNDATIONS

The concept is underpinned by several key doctrines:

(a) Vicarious Liability: This principle ensures that corporations, as separate legal entities, can face
legal consequences for crimes perpetrated by their officials or workers, acknowledging their
independent legal status.

(b) Identification Doctrine (Doctrine of Attribution): This approach attributes the conduct and
culpability of key managerial personnel to the entity itself, thereby establishing liability.

(c) Organizational Model: This model considers the corporate culture and organizational practices

that may facilitate or deter criminal behavior within the company.

JUDICIAL INTERPRETATIONS AND EVOLUTION

Through a series of landmark decisions, the Indian judiciary has significantly shaped the doctrine
of corporate criminal liability, recognizing that even entities can possess the requisite mens rea for
certain criminal offences. The Apex Court's decision in Standard Chartered Bank v. Directorate
of Enforcement (2005)* affirmed that corporations could be prosecuted and punished,

emphasizing that the absence of physical incarceration does not preclude corporate liability.

4 AIR 2005 SC 2622
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CONTEMPORARY CHALLENGES

Despite the established frameworks, challenges persist in effectively enforcing criminal liabilityof

corporations in India:

(a) Establishing Liability: Demonstrating that an employee's criminal act was undertaken within
the employee’s official duties and for the benefit of the corporation remains a nuanced legal
challenge.

(b) Regulatory Oversight: The rapid growth of the corporate sector necessitates stringent
regulatory measures to prevent white-collar crimes and ensure corporate accountability.

(c) Evolving Legal Standards: Ongoing legal reforms and recommendations, such as those from
the 47th Law Commission Report, aim to address gaps and propose comprehensive standards for

corporate criminal liability.

2. Kumarappan, M. (2025). Corporate criminal liability in India: Evolution, jurisprudence, and
contemporary challenges, examines the progression of corporate criminal liability within India's
legal system. The literature on this subject encompasses various doctrines, pivotal case laws, and

ongoing challenges that have shaped corporate accountability.

THEORETICAL FOUNDATIONS

The framework for corporate criminal liability in India is built upon several key legal doctrines:

(a) Vicarious Liability: The doctrine holds corporations criminally accountable for illicit acts of
their employees or officers, grounded in the notion that a corporation can possess and act upon
criminal intent through its agents.

(b) Identification Doctrine: This approach attributes the deeds and decision-making rationale of
key managerial personnel to the legal entity itself, thereby establishing liability.

(c) Mens Rea Attribution: By attributing the intent of individuals within the corporation to the

entity itself, this doctrine facilitates the imposition of corporate criminal responsibility.
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JUDICIAL INTERPRETATIONS AND EVOLUTION

The Indian judiciary, initially, were hesitant to impose such liability due to the challenges in
attributing mens rea to a corporate entity and the impracticality of imposing certain punishments,
like imprisonment, on corporations. However, landmark cases have contributed to the evolution
of this concept. For instance, the Apex Coutt's decision in the case of Standard Chartered Bank’
established that corporations can be prosecuted and punished for offenses, even if the prescribed

punishment includes imprisonment.

CONTEMPORARY CHALLENGES

Despite the established legal frameworks, several challenges persist in effectively enforcing

corporate criminal liability in India:

(a) Establishing Mens Rea: Demonstrating the presence of a guilty mind within a corporate
structure remains complex, especially when decision-making is diffused across various levels of
management.

(b) Regulatory Oversight: The rapid expansion of the corporate sector necessitates robust
regulatory mechanisms to prevent and address corporate misconduct effectively.

(c) Legal Reforms: Continuous legal reforms are required to address emerging forms of corporate

crimes and to ensure that the legal framework remains effective and relevant.

The author’s analysis contributes to the broader discourse on corporate criminal liability by
contextualizing these theoretical and judicial developments within India's unique legal landscape.
His work underscores the necessity for continuous legal evolution to address emerging challenges

in corporate governance and accountability.

5 AIR 2005 SC 2622
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THEORETICAL FOUNDATIONS

Corporate criminal liability is based on the premise that corporations, despite being artificial
entities, can commit crimes through their employees and agents. Two primary theories have

shaped corporate liability jurisprudence:

VICARIOUS LIABILITY

Vicarious liability enables the imposition of criminal responsibility on corporations for unlawful
conduct undertaken by employees or representatives in the execution of their assigned roles. This
principle is widely applied in jurisdictions like the US, where courts enforce culpability even if
senior management is unaware of the wrongdoing. The rationale behind vicarious liability is to
ensure corporations implement adequate monitoring and compliance mechanisms to prevent
misconduct. There are several statutes in India which provides for a stricter liability wherein an
individual need not do a particular act to be vicariously the liabilities are based on the powers and
responsibilities that the individual is holding in the company. For example, According to Section
141 of the Negotiable Instruments Act, 1881, vicarious liability is imposed on every person who,
at the time the offence was committed, was in charge of and responsible for the conduct of the

company’s business (Negotiable Instruments Act, 1881, section 141)

In the case of (Pooja Ravinder Devidasani v. State of Maharashtra, 2014)°, it was for the first time,
the Supreme Court clearly spelt out that an independent director being a custodian of governance,
does not typically engage in the day-to-day operations of the company. This judgement was again

followed by one of the recent case of (Chintalapati Srinivasa Raju v SEBI, 2018)’.

IDENTIFICATION DOCTRINE

In contrast, the identification doctrine, prevalent in the UK and other common law countries,
holds that a corporation is only liable if the individuals committing the offense are sufficiently

senior to be considered the "directing mind and will" (Lennard’s Carrying Co. Ltd v. Asiatic

(2014) (16) SCC 1 (SC).
7 Chintalapati Srinivasa Raju v. Securities and Exchange Board of India (2018) 7 SCC 443 (SC).

517



Petroleum, 1915)° of the corporation. This doctrine is particularly significant in jurisdictions like
India, where corporate entities are often involved in complex economic activities that can lead to
legal breaches. Unlike vicarious liability, which attributes corporate responsibility based on the
actions of employees in general, the identification doctrine assigns liability by linking the conduct
and intent of senior officers—such as directors or key executives—directly to the corporation,
treating their acts as those of the company itself.This approach limits liability to acts of top
executives or board members. While this doctrine prevents over-extension of liability to minor
employees, it has been criticized for allowing corporations to evade responsibility by decentralizing
decision-making. Recent reforms, such as the UK’s (Economic Crime and Corporate
Transparency Act, 2023)°, aim to address these shortcomings by expanding the scope of corporate

liability.

The criminal liability of legal entity in India was initially a contested issue, given that a company,
as an artificial legal entity, cannot possess the requisite mens rea (criminal intent). However,
through judicial pronouncements and legislative developments, the identification doctrine has

been recognized as a means of establishing corporate culpability.

JUDICIAL PRECEDENTS IN INDIA

(i) (Standard Chartered Bank v. Directorate of Enforcement, 2005)"": This landmark judgment
established that a corporation can be prosecuted and held criminally liable even when the offence
mandates a punishment of imprisonment. The Supreme Court clarified that companies are not
immune from prosecution merely because they cannot be sentenced to imprisonment. Instead, the
court may impose the applicable fine. Importantly, the ruling reinforced the principle that
corporate liability does not negate the individual accountability of persons responsible within the
organization.

(ii) (Iridium India Telecom Ltd. v. Motorola Inc., 2011)": The Apex Court recognized that a

company may be held criminally liable when individuals in control of its affairs commit an offence.

§(1915) AC 705 (UK).

9 United Kingdom. (2023). Economic Crime and Corporate Transparency Act 2023.
102005) 4 SCC 530

1(2011) 1 SCC 74
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The ruling emphasized that, under the identification doctrine, the mens rea of such key individuals
can be attributed to the corporation itself, thereby establishing its culpability. The concept of alter
ego was evolved subsequently in India which basically personifies the company and the company
is considered to be alter ego of individua, so whatever the individual has thought or done can be
imputed to the company.

(i) (Sunil Bharti Mittal v. Central Bureau of Investigation, 2015)'*: The Apex Court affirmed that
a corporate entity may be held criminally liable for the conduct of individuals who constitute its
'directing mind and will." However, it further clarified that directors and officers can only be held
personally liable when there is sufficient evidence demonstrating their active involvement in the
offence, along with the requisite criminal intent.
(iv) Organizational Liability and Compliance Programs: A more recent approach focuses on
whether corporations have effective compliance mechanisms in place to prevent criminal conduct.
The European Union and several other jurisdictions have emphasized the importance of corporate
governance and self-regulation as mitigating factors in determining liability. Regulatory
frameworks, such as the U.S. Federal Sentencing Guidelines (United States Sentencing
Commission, 2023)" and the UK (Bribery Act 2010), encourage corporations to adopt compliance
programs that detect and prevent illegal activities. Companies demonstrating robust compliance
mechanisms may receive leniency in legal proceedings. However, the effectiveness of these

programs depends on enforcement rigor and the corporate culture within organizations.

GLOBAL JURISDICTIONS

UNITED STATES

Corporate criminal liability in the US has evolved significantly over the past century, reflecting the
increasing complexity of corporate operations and the necessity to hold business entities
accountable for unlawful conduct. Unlike individuals, corporations are artificial legal persons,

making the application of criminal liability a complex legal issue. The U.S. legal framework

2(2015) 4 SCC 609
13 See United States Sentencing Commission. (2023). Federal sentencing guidelines manual.
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primarily relies on the doctrine of respondeat superior (Black’s Law Dictionary, 2019)", which

holds corporations vicariously liable for crimes.

In the United States, corporate criminal liability is based on a broad interpretation of vicarious
liability. Under this model, a corporation may be held criminally responsible for the actions of its
employees if those actions occur within the scope of their employment and are intended, at least
partially, to benefit the corporation (New York Central & Hudson River Railroad Co. v. United
States, 1909). This landmark decision marked a departure from traditional legal approaches that
had previously shielded corporations from criminal accountability. Today, both common law
doctrines and statutory provisions contribute to the foundation of corporate liability in the U.S.
Additionally, the U.S. Department of Justice (2023) uses the Principles of Federal Prosecution of
Business Organizations to assess corporate culpability, taking into account factors such as the

existence of effective compliance programs and the extent of cooperation during investigations.

The fundamental legal principles include:

(a) Respondeat Superior(Black’s Law Dictionary, 2019): A corporation can incur criminal liability
for offence committed by its employees, provided the conduct occurred within the scope of their
employment and was intended, at least in part, to benefit the organization.

(b) Collective Knowledge Doctrine: In some cases, the aggregate knowledge of different
employees within a corporation can establish intent or knowledge of wrongdoing.

(c) Corporate Mens Rea: Although corporations lack physical minds, courts infer intent based on

corporate policies, decision-making processes, and managerial conduct.

There are few challenges that the U.S. faces, they are as follows:

(a) Difficulty in Prosecuting Large Corporations: Proving corporate intent and individual
accountability remains challenging.
(b) Over-reliance on Settlements: Critics argue that DPAs and NPAs allow corporations to escape

severe penalties.

14 Respondeat superior, Black’s Law Dictionary (11th ed. 2019).

520



(c) Balancing Economic Interests: Excessive penalties on corporations can impact innocent

stakeholders, including employees and shareholders.

Criminal liability of the corporations in the US is a complex and evolving area of law. While the
current framework ensures accountability through various enforcement mechanisms, challenges
persist in balancing deterrence with economic considerations. Ongoing reforms aim to refine
corporate accountability measures, ensuring that corporations operate ethically while fostering
economic growth. As the legal landscape continues to evolve, the U.S. remains at the forefront,

influencing global regulatory trends.

UNITED KINGDOM

Criminal liability of the corporations in the UK and the European Union has evolved significantly
over time, shaped by judicial interpretations, legislative developments, and policy considerations.
Unlike individual culpability, which is based on personal intent and action, corporate criminal
liability seeks to hold companies accountable for criminal conduct carried out by their employees,
directors, or agents. The United Kingdom’s approach to corporate criminal liability is grounded in
both common law principles—such as the identification doctrine—and statutory provisions,
including the Bribery Act 2010 and the Economic Crime and Corporate Transparency Act 2023
(UK Parliament, 2010; UK Parliament, 2023).

The identification doctrine holds that a corporation can be found guilty of a criminal offense if a
person representing its "directing mind and will", commits the offense. However, this doctrine has
faced criticism for making it difficult to prosecute large corporations, where decision-making is

decentralized and the "directing mind" is difficult to identify.

KEY LEGISLATIONS

(a) The Bribery Act 2010 is widely regarded as one of the most comprehensive anti-corruption
statutes globally. It introduced the offence of "failure to prevent bribery," under which
corporations can be held liable if they do not implement adequate procedures to prevent bribery

by employees or agents (UK Parliament, 2010).
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(b) The Corporate Manslaughter and Corporate Homicide Act 2007 imposes criminal liability on
corporations for deaths resulting from gross management failures that constitute a breach of the
duty of care. This legislation was enacted to overcome limitations in prosecuting companies under

traditional homicide laws (UK Parliament, 2007).

(c) The Economic Crime and Corporate Transparency Act 2023 strengthens the UK's corporate
liability framework by introducing a "failure to prevent fraud" offence. This provision facilitates
the prosecution of companies involved in economic crimes, including fraud and money laundering,

especially where preventive systems are lacking (UK Parliament, 2023).

EUROPEAN UNION

Similarly, the (European Union, 2023)"* emphasizes corporate compliance and self-regulation, with
directives such as the Corporate Sustainability Due Diligence Directive requiring corporations to
implement due diligence measures to prevent human rights violations and environmental harm.
Unlike the UK, the EU relies on a mix of harmonized directives and national laws to enforce
corporate criminal liability. While the EU does not have a unified criminal code, it has introduced

various directives that require member states to establish corporate liability mechanisms:

(a) Directive (EU) 2017/1371 (PIF Directive) (European Union, 2017)": It seeks to safeguard the
European Union's financial interests by ensuring that member states adopt effective measures to
combat corporate fraud and corruption.

(b) Directive 2008/99/EC on Environmental Crime (European Union, 2008)": Mandates that
member states criminalize corporate actions leading to environmental harm.

(c) EU Whistleblower Protection Directive (2019/1937) (European Union, 2019)": Strengthens

mechanisms for reporting corporate misconduct.

15 European Union, EU Corporate Sustainability Due Diligence Directive (2023).

16 European Union, Directive (EU) 2017/1371 on the fight against fraud to the Union’s financial interests by
means of criminal law, OJ L 198, 5 July 2017, 29-41.

17 Buropean Union, Directive 2008/99/EC on the protection of the environment through criminal law, OJ L 328,
19 November 2008, 28-37.

18 European Union, Directive (EU) 2019/1937 on the protection of persons who report breaches of Union law, OJ
L 305, 23 October 2019, 17-56.
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KEY LEGISLATION

EU Market Abuse Regulation (596/2014)" (European Union, 2014): This regulation criminalizes
insider trading and market manipulation, requiring corporations to maintain compliance programs

to prevent financial crime.

Strengths and Weaknesses of Corporate Criminal Liability in India:-

EXISTING LEGAL FRAMEWORK

India has developed a comprehensive legal framework to address corporate criminal liability,
drawing from statutory laws, judicial precedents, and regulatory mechanisms.The primary
objective of these frameworks is to ensure that corporations are held accountable for offenses
committed by their employees, executives, or agents. India’s corporate criminal liability framework
is primarily governed by the (Bharatiya Nyaya Sanhita, 2023), the (Companies Act, 2013), and
sector-specific regulations like the The Prevention of Corruption (Amendment) Act, 2018
(Government of India, 2018) and the Prevention of Money Laundering Act, 2002 (Government
of India, 2002) are key legislative frameworks in India aimed at combating corruption and money
laundering, respectively. The Companies Act, 2013 is the cornerstone of corporate governance
and accountability in India. It establishes provisions for fraudulent activities, misstatements in
financial reports, and director liabilities. Under Section 447, corporate fraud is a punishable
offense, with severe penalties for companies and their officers. The Companies Act includes
provisions for fraud, misrepresentation, and regulatory breaches, while specific economic offenses
are dealt with under other statutes. The Prevention of Corruption Act, 1988, amended in 2018,
introduced corporate liability for bribery. Under Section 9, companies can be held liable for failing
to prevent bribery by their employees or agents, akin to the 'failure to prevent' principle outlined
in the UK Bribery Act 2010. Similarly, the Prevention of Money Laundering Act, 2002 criminalizes
money laundering activities carried out by both corporations and individuals. The Enforcement
Directorate (ED) is responsible for investigating corporate money laundering offenses. Under the

Negotiable Instruments Act, 1881, corporate liability extends to cases of cheque dishonor, as

19 BEuropean Union, Regulation (EU) No 596/2014 on market abuse (market abuse regulation), OJ L 173, 16 April
2014, 1-61.
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outlined in Section 141. This provision holds companies and their executives accountable for the
dishonor of cheques issued on behalf of the corporation. The Information Technology Act, 2000
establishes liability for cyber offenses committed by corporations, including data breaches and

digital fraud.

These legal frameworks collectively aim to ensure corporate accountability, though challenges
persist in enforcement and procedural delays. Strengthening regulatory oversight and judicial

efficiency is essential for more effective corporate criminal liability in India.

COURT’S PERSPECTIVE

The Indian judiciary has played a significant role in shaping corporate liability.

(i) In Standard Chartered Bank v. Directorate of Enforcement (2005)*, the Supreme Court held
that corporations could be prosecuted for criminal offenses, even when the prescribed punishment
includes imprisonment (AIR 2005 SC 2622). However, the judicial approach has often lacked
uniformity, with courts sometimes requiring the prosecution of key managerial personnel instead
of the corporate entity itself. This inconsistency has hindered effective enforcement.

(ii) In (Iridium India Telecom v Motorola Inc., 2010)*, the Bombay High Court held that a
corporation doesn’t possess mensrea, and quashed the complaint. But the Supreme Court set aside
the order and held that a company is considered to be alter ego of individual so whatever the
individual has thought or done can be imputed to the company.

(iii) In Sunil Bharti Mittal v. Central Bureau of Investigation (2015)%, the Supreme Court applied
the fundamental principle of criminal law that vicarious liability cannot be imposed unless explicitly
stated in the statute, and subsequently quashed the prosecution. The Court relied on the Iridium
case and stated that the principle of attribution is used to impute criminal intent to the corporation
based on the intent of its alter ego. However, the Court clarified that this principle cannot be
reversed to hold directors liable for offences committed by the company. This landmark judgment

further clarified that directors cannot be held liable merely because the company is an accused

20 AIR 2005 SC 2622
21 AIR (2011) 1 SCC 74.
2(2015) 4 SC 609
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party. There must be sufficient evidence of the director's active participation in the offence,
coupled with the requisite criminal intent.

(iv) In the case of S.M.S. Pharmaceuticals Ltd.v. Neeta Bhalla, (2005)* and K.K. Ahuja v V.K.
Vora, (2009)*, the Supreme Court ruled that under Section 141 of the Negotiable Instruments
Act, 1881, any person who was in charge of and responsible for the conduct of the company's
business at the time the offence was committed shall be held liable.

(v) In Pooja Ravinder Devidasani v State of Maharastra and anr., (2014)*, the Supreme Court
clearly stated that a non-executive director, while serving as a custodian, does not involve
themselves in the day-to-day operations of the company. This ruling was later followed in

Chintalapati Srinivasa Raju v. SEBI (2018).

CHALLENGES IN ENFORCEMENT

The enforcement of corporate criminal liability in India faces several challenges due to legal,

procedural, and practical issues. These challenges can be broadly categorized as follows:
(A) AMBIGUITY IN LEGAL FRAMEWORK

® [ack of a Clear Definition: Indian law does not provide a comprehensive statutory definition
of corporate criminal liability, leading to inconsistent judicial interpretations.
® Evolving Jurisprudence: Courts have developed corporate liability principles through

judgments, but there is no uniform codification, causing uncertainty.
(B) ATTRIBUTION OF CRIMINAL INTENT (MENS REA)

® Difficulties in Establishing Mens Rea: Criminal liability often requires intent (mens rea), which
is challenging to attribute to a corporation as an artificial entity.

® Doctrine of Identification vs. Vicarious Liability: Courts struggle to determine whether
liability should be based on key managerial personnel’s actions (identification doctrine) or the

corporation’s overall conduct (vicarious liability).

23(2005) 8 SCC 89
24(2009) 10 SCC 48
25 (2014) (16) SCC 1 (SC)
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(C) PROCEDURAL CHALLENGES IN PROSECUTION

® Corporate Person-hood and Criminal Sanctions: Since corporations cannot be imprisoned,
courts often impose fines, which may not be an effective deterrent.
® Delay in Investigation and Trial: Cases of corporate criminal liability often involve complex

financial transactions, requiring extensive investigation, which delays prosecution.

(D) REGULATORY AND ENFORCEMENT GAPS

® Weak Enforcement Mechanisms: Agencies such as the Serious Fraud Investigation Office
(Ministry of Corporate Affairs,2023) and the Enforcement Directorate (Ministry of Finance,
2023) often lack the resources and autonomy to effectively investigate corporate crimes.

® Overlapping Jurisdictions: Multiple regulatory bodies (such as SEBI, RBI, CBI) handle

different aspects of corporate offenses, leading to jurisdictional conflicts and inefficiencies.

(E ) INFLUENCE AND CORPORATE POWER

® Corporate-Political Nexus: Large corporations often have significant political influence, which
can lead to regulatory leniency and reduced accountability.
® Secttlements and Leniency Programs: In some cases, corporations negotiate settlements or use

alternative dispute resolution mechanisms to evade criminal liability.

@) CHALLENGES IN HOLDING MULTINATIONAL
CORPORATIONS LIABLE

® Jurisdictional Issues: Many multinational corporations operate in multiple countries, making
it difficult to enforce Indian laws against them.
® Extraterritorial Application of Laws: Indian enforcement agencies may lack the authority to

prosecute foreign entities involved in crimes within India.

(G) CORPORATE VEIL AND LIABILITY AVOIDANCE

® Misuse of the Corporate Veil: Companies often use complex structures, shell companies, and

subsidiaries to escape accountability.
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® Limited Liability Doctrine: The essence of limited liability makes it difficult to hold individual

directors accountable for corporate crimes.

PROPOSED REFORMS

To strengthen corporate liability in India, the following reforms are recommended:

(a) Codification:- India lacks a comprehensive legislative regime governing criminal liability of
corporations. A separate Corporate Criminal Liability Act should be introduced, defining key
concepts such as, Corporate intent (mens rea for companies), the scope of liability for directors,
employees and the entity itself and clear penalties for corporate offenses. The existing legal model
is inconsistent, relying on either vicarious liability or the identification doctrine (holding key
individuals responsible). A hybrid model should be developed, ensuring that corporations can be
held accountable for systemic failures, irrespective of whether a specific individual is identified.
Amendments should be made to explicitly criminalize corporate fraud, negligence, and regulatory
violations, ensuring deterrence.A single-window legal framework should be established to prevent
conflicts between different regulatory agencies.

(b) Procedural reforms:- Strengthening investigative and enforcement Agencies like Serious Fraud
Investigation Office (Ministry of Corporate Affairs, 2023), Enforcement Directorate (Ministry of
Finance, 2023), and CBI is necessary to prevent political interference and to track complex
corporate frauds. Also there is a need for corporate crime courts to ensure timely resolution of

cases, along with stricter timelines for investigations and trials to prevent undue delays.

The (Whistle Blowers Protection Act, (2014)), which provides a framework for investigating
suspected corruption and abuse of authority by public officials while also safeguarding the
individuals who report any sort of misconduct like fraud, deceit or perversion. Offering financial
incentives for reporting corporate crimes and ensuring confidentiality and protection of
whistleblowers from retaliation will be a significant advancement. The corporate frauds should be
treated as serious economic offenses, limiting anticipatory bail and ensuring accountability of top

executives.
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(c) Regulatory and Institutional Reforms:- The establishment of a National Corporate Crimes
Authority (NCCA)is necessary to coordinate between SFIO, ED, SEBI, and RBI, preventing
jurisdictional conflicts. This authority should have powers to investigate, prosecute, and penalize
corporate entities without political influence. There should be mandatory corporate compliance
programs for fraud prevention and independent compliance audits conducted by regulatory
authorities.To achieve transparency and corporate accountability,there is a need for mandatory
disclosure of political donations and lobbying activities to prevent undue corporate influence and

also strict auditing standards to detect financial irregularities.

(d) Penalty and sanction reforms:- Higher financial penalties and proportional fines is required to
be introduced as the existing fines for corporate crimes are too low to be deterrent.Beyond
financial penalties, corporations should face debarment from government contracts, revocation of
business licenses for repeated offenses and compulsory corporate governance reforms.If a
corporate crime happens due to the negligence of directors or other executives, they should be

held criminally liable.

(e )International Cooperation and Cross-Border Regulations:- The Mutual Legal Assistance
Treaties, strengthen agreements with foreign regulatory bodies to track corporate frauds involving
offshore entities.the Indian laws needs to be amended to allow prosecution of multinational

corporations for offenses affecting India, even if they are headquartered abroad.

LESSONS FROM GLOBAL JURISDICTIONS AND
IMPLICATIONS FOR INDIA

BEST PRACTICES FROM THE U.S., UK., AND EU

India can draw lessons from jurisdictions with well-developed corporate liability frameworks. The
U.S. model emphasizes strict vicarious liability combined with Deferred Prosecution Agreements
(DPAs) to encourage compliance. The U.K. model relies on the identification doctrine but has
introduced corporate offence for failing to prevent bribery by associated individuals, with liability

arising irrespective of senior management’s knowledge, unless adequate procedures are in place.
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The EU approach integrates compliance-based defenses, holding corporations liable only if they

fail to implement adequate preventive measures.

FEASIBILITY OF ADOPTING GLOBAL STANDARDS IN INDIA

While adopting a full-fledged vicarious liability model like the U.S. may be challenging, India could
consider hybrid approaches. Introducing failure-to-prevent laws, strengthening compliance
requirements, and recognizing corporate culpability without linking it solely to individual

wrongdoing can help bridge enforcement gaps.

NEED FOR INSTITUTIONAL REFORMS

Regulatory agencies such as SEBI, CBI, and ED require greater coordination, training, and
resources to tackle corporate offenses effectively. Specialized corporate crime courts and fast-track

procedures could significantly improve enforcement efficiency.

BALANCING ENFORCEMENT WITH ECONOMIC GROWTH

While stricter liability frameworks deter corporate misconduct, excessive regulation could stifle
business operations. India must ensure a balanced approach by integrating proportionate penalties,
incentivizing self-reporting, and promoting a culture of corporate ethics rather than merely

punitive enforcement.

POLICY RECOMMENDATIONS AND FUTURE
DIRECTIONS

STRENGTHENING LEGISLATIVE FRAMEWORK

India must enact clearer and more comprehensive corporate criminal liability laws, defining
corporate offenses explicitly and ensuring that enforcement mechanisms are efficient and
consistent. Amendments to the Companies Act, Indian Penal Code, and sector-specific regulations

should include clearer liability provisions for corporate entities.
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ENHANCING REGULATORY OVERSIGHT AND ENFORCEMENT

Regulatory bodies such as SEBI, RBI, and ED should be granted stronger investigative powers
and greater independence to ensure impartial and swift enforcement of corporate criminal liability.
Additionally, the establishment of specialized corporate crime courts could accelerate case

resolution.

ENCOURAGING CORPORATE COMPLIANCE PROGRAMS

Mandatory compliance programs should be introduced, incentivizing corporations to adopt ethical
business practices. Companies demonstrating robust compliance mechanisms and self-reporting
violations should benefit from leniency measures, similar to the U.S. Deferred Prosecution

Agreement model.

PROMOTING CROSS-BORDER COOPERATION

Given the global nature of corporate crimes, India must enhance cooperation with international
agencies such as INTERPOL, the OECD, and the Financial Action Task Force. Strengthening
mutual legal assistance treaties can improve the investigation and prosecution of transnational

corporate offenses.

PUBLIC AWARENESS AND ETHICAL BUSINESS CULTURE

Public awareness campaigns and corporate governance training programs should be promoted to
instill ethical business practices. Collaboration between the government, industry bodies, and
academic institutions can help foster a culture of compliance and accountability within

corporations.

CONCLUSION

Corporate criminal liability is an evolving area of law that requires a dynamic and responsive
regulatory framework. India, drawing lessons from global best practices, must refine its corporate
liability laws to ensure effective enforcement, deter corporate misconduct, and foster ethical

business conduct. While adopting international models, India must tailor its framework to its
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unique legal, economic, and institutional contexts. Strengthening legislation, enhancing regulatory
enforcement, and promoting corporate compliance are essential steps toward a robust system of
corporate accountability. Moreover, ensuring that enforcement does not stifle economic growth
will be crucial in maintaining a balance between deterrence and development. With appropriate
reforms, India can establish a corporate criminal liability system that is both fair and effective,

fostering a culture of responsible corporate behavior while supporting its economic ambitions.
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