
International Journal of Science and Research (IJSR) 
ISSN: 2319-7064 

SJIF (2022): 7.942 

Volume 13 Issue 10, October 2024 
Fully Refereed | Open Access | Double Blind Peer Reviewed Journal 

www.ijsr.net 

Corporate Liability for Environment Damage: A 

Critical Analysis of the Legal Dimensions and 

Principles 
 

Hrithik Vyas 
 

 

Abstract: The matter of holding companies responsible for environmental damage is highly crucial in India, given the nation's complex 

environmental challenges and the substantial impact that corporations have on environmental results. This paper conducts a thorough 

evaluation of the legal concepts that regulate corporate accountability for environmental harm in India. The analysis assesses the existing 

legal framework, which encompasses significant legislations such as the Environment (Protection) Act of 1986 and the Companies Act 

of 2013. It also scrutinises noteworthy court cases to monitor the evolution of environmental law and its influence on corporate 

accountability. The report also examines the challenges and criticisms related to the implementation of corporate responsibility rules and 

conducts a comparative analysis with international legal standards to suggest possible areas for improvement. The study offers suggestions 

for strengthening the legislative framework and enhancing corporate accountability regarding environmental harm in India, based on 

the discovered results.  
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1. Introduction 
 

The ecology has suffered from India's rapid economic growth. 

The nation is one of the world's main producers of greenhouse 

gases and pollutants of the air and waters. In this regard, the 

idea of corporate accountability for environmental damage 

has become increasingly important because company 

operations often have a major influence on environmental 

damage. The Indian government has set up several legal 

structures to make companies responsible for environmental 

damage caused by their operations. Holding companies 

responsible for environmental damage has drawn a lot of 

attention from throughout the world, highlighting the growing 

recognition of companies' role in environmental deterioration 

and the need for accountability measures1. For India, a 

country dealing with complex environmental problems 

ranging from deforestation and climate change to air and 

water pollution, corporate responsibility for environmental 

harm is highly relevant. This introduction sets up a detailed 

analysis of the legal framework governing corporate 

responsibility for damage to the environment in India. The 

Environment (Protection) Act of 1986 and the Companies Act 

of 2013 are two of the main laws in India that have grown 

throughout time to regulate business behaviour related to the 

environment. Still up for contention and analysis, though, is 

how well these laws guarantee corporate accountability for 

environmental harm2.  

 

By means of this critical evaluation, the study hopes to offer 

insightful analysis and suggestions meant to strengthen 

corporate responsibility for environmental damage in India. 

By doing thus, it aims to significantly advance the current 

 
1 Kolk, Ans. Corporate Social Responsibility and Environmental 

Management: An Introduction to Theory and Practice with Case 

Studies. Business Strategy and the Environment 16, no. 1 (2007): 1-

15. 
2 Ramaswamy, Sudarshan, and Santhosh Chidangil. Corporate 

Environmental Responsibility: A Legal Framework Analysis. 

Journal of Corporate Citizenship 2016, no. 64 (2016): 75-87. 

discussion on environmental governance and sustainable 

development.  

 

2. Research Question 
 

In what ways does the existing legal structure in India 

adequately regulate corporate liability with respect to 

environmental harm? Furthermore, what are the most 

significant obstacles and prospects for augmenting corporate 

accountability in this domain? 

 

3. Literature Review 
 

The literature on corporate culpability for environmental 

damages in India covers a diverse range of viewpoints, 

highlighting the intricate nature of the problem. Academics 

have extensively examined the evolution of environmental 

laws and regulations in India, with a particular focus on the 

impact of key statutes such as the Environment (Protection) 

Act of 1986 and the Companies Act of 2013 on the 

environmental practices of corporations3.  

 

Multiple studies have emphasised the challenges involved in 

effectively implementing laws that hold corporations 

accountable, specifically identifying issues such as lax 

enforcement methods, inadequate punishments, and 

bureaucratic hurdles. Ramaswamy and Chidangil (2016) 4 

argued that despite India's significant efforts in creating 

environmental laws, the implementation and enforcement of 

these regulations remain ineffective, leading to continued 

environmental degradation.  

 

3 Ramaswamy, Sudarshan, and Santhosh Chidangil. Corporate 

Environmental Responsibility: A Legal Framework Analysis. 

Journal of Corporate Citizenship 2016, no. 64 (2016): 75-87. 
4 Ibid. 
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The literature highlights the urgent need for reforms to 

address the gap between legal concepts and the actual 

enforcement of making corporations accountable for 

environmental harm in India. This study aims to contribute to 

the ongoing discussion on corporate accountability and 

environmental governance in India by carefully synthesising 

current studies.  

 

4. Objectives of the Study 
 

The goal of the paper is to critically analyse the Indian legal 

system's existing approach to corporate liability for 

environmental damages. Important sections of pertinent laws, 

including the Companies Act of 2013 and the Environment 

(Protection) Act of 1986, will be examined. The objective of 

the research is to assess the development of environmental 

law in India and its influence on corporate responsibility. 

Additionally, the study aims to pinpoint obstacles to the 

efficient implementation of corporate liability regulations. 

India's regulatory structure can be enhanced in several areas, 

as the study will examine through a comparative comparison 

with international legal standards. The study's ultimate goal is 

to offer analysis and suggestions for improving corporate 

responsibility for environmental harm in India, with a 

particular emphasis on legislative changes and regulatory 

actions.  

 

5. Hypothesis 
 

Reforms are required to improve corporate accountability and 

reduce environmental damage because there is a considerable 

gap between the existing legal framework in India and the 

effective addressing of corporate culpability for 

environmental damages. This gap necessitates reforms.  

 

6. Present Legal Frameworks in India 
 

1) Unquestionably, the Environment (Protection) Act of 

1986 is a cornerstone of environmental legislation in 

India. It confers power upon the central government to 

implement initiatives with the purpose of protecting and 

improving the environment. This legislation establishes 

the legal framework for regulating activities, including 

industrial operations, hazardous substance management, 

and environmental impact assessments, that may have 

adverse environmental effects.  

2) In India, the Forest (Conservation) Act of 1980 plays a 

crucial role in governing the non - forest use of forest 

land. The main objective of this initiative is to protect and 

preserve forest resources through the regulation of forest 

land diversion. By requiring prior sanction from the 

central government, this legislation ensures that any 

activities involving the diversion of forest land for non - 

forest purposes are thoroughly evaluated and managed in 

terms of forest resources.  

3) The Environment Impact Assessment (EIA) 

Notification, 2006 is an essential regulatory component 

that upholds the environmental governance framework in 

India. The assessment of prospective environmental 

consequences that may result from proposed 

development projects is required prior to their 

commencement, as stated in this notification. It specifies 

in detail the processes that must be followed in order to 

obtain environmental clearances for projects and 

undertake environmental impact assessments (EIAs). 

The objective of the EIA Notification is to ensure that 

development activities are carried out in a manner that is 

environmentally sustainable, with the reduction of 

negative environmental impacts, through the 

implementation of rigorous assessments and approvals.  

4) One of India's most important laws for protecting animals 

and their habitats is the Wildlife Protection Act of 1972. 

The purpose of this law is to regulate actions that could 

endanger wildlife or their ecosystems to preserve and 

safeguard these species. To guarantee the long - term 

management and preservation of India's abundant 

biodiversity, the Wildlife Protection Act prohibits certain 

actions that can have a negative impact on animals, 

including poaching, habitat degradation, and hunting.  

 

There is little doubt that each of the aforementioned statutes 

and regulations addresses a unique and crucial aspect of 

environmental legislation and preservation in India. Put 

together, they guarantee that organisations are held 

responsible for their impact on the environment by providing 

a legal framework for corporate liability for environmental 

damages. These laws grant the power to regulatory bodies to 

establish standards, run tests, and implement policies to 

reduce environmental damage caused by corporate 

operations. In India, these regulatory principles help promote 

environmental responsibility and sustainable business 

practices by tackling issues including deforestation, air and 

water pollution, wildlife conservation, and sustainable 

development.  

 

7. Discussion on the Environmental 

Jurisprudence in India and its Impact on 

Corporate Liability 
 

The development of environmental law in India demonstrates 

a forward - moving path marked by significant court 

interventions and legislative changes aimed at strengthening 

environmental protection and promoting sustainable 

development. Courts have had a crucial impact over time in 

interpreting and implementing environmental legislation, 

therefore exerting a substantial influence on the legal 

structure concerning corporate responsibility for 

environmental harm. Courts have played a significant role in 

altering the legal landscape by issuing important judgements 

and rulings. These decisions have held corporations 

responsible for their influence on the environment and have 

promoted ideas of environmental justice and sustainability.  

 

The Bhopal Gas Tragedy in 1984 was a significant turning 

point in India's environmental legal system. It resulted in the 

tragic loss of numerous lives and revealed the weaknesses in 

India's industrial safety and environmental regulations. The 

legal consequences resulting from the tragedy led to a 

sequence of lawsuits and court rulings that emphasised the 

necessity of implementing strict safeguards to ensure that 

businesses are held responsible for environmental 

catastrophes. The significant legal case of Union Carbide 
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Corporation v. Union of India5 established crucial 

precedents concerning corporate accountability, emphasising 

the concept of 'absolute liability' for dangerous conduct.  

 

In addition, the development of environmental legal 

principles in India has been aided by changes in legislation 

aimed at enhancing environmental safeguarding and 

corporate responsibility. The implementation of laws such as 

the Environment (Protection) Act, 1986, and the Companies 

Act, 2013, has created a strong legal structure to oversee 

corporate behaviour in relation to the environment. These 

regulations require firms to adhere to environmental 

standards, undertake assessments of their environmental 

impact, and dedicate resources towards environmental 

conservation and corporate social responsibility (CSR) 

efforts. Legislative reforms have solidified the significance of 

corporate responsibility in environmental stewardship and 

sustainable development by legally establishing these 

requirements. In India, there are still issues in effectively 

implementing corporate liability laws and ensuring 

accountability for environmental harm, notwithstanding the 

progress made through legislative and judicial measures. 

Inadequate implementation, insufficient sanctions, and 

regulatory gaps compromise the effectiveness of the legal 

structure, leading to continued environmental deterioration in 

different parts of the nation.  

 

These problems emphasise the necessity of ongoing 

endeavours to reinforce enforcement mechanisms, augment 

penalties for failure to comply, and eliminate legislative 

loopholes in order to effectively ensure that corporations are 

held responsible for their environmental impact. In the 

absence of resolving these problems, the attainment of 

significant environmental protection and sustainable 

development goals will continue to be difficult to achieve.  

 

The development of environmental jurisprudence in India has 

significantly influenced corporate legal responsibility by 

defining fundamental legal concepts and precedents that hold 

firms accountable for environmental harm. In the future, it 

will be necessary to make collaborative efforts to enhance 

enforcement mechanisms, impose stricter penalties for non - 

compliance, and promote corporate accountability. This will 

help to create sustainable development and environmental 

stewardship.  

 

8. Corporate Liability and the Right to A 

Healthy Environment in India 
 

The Indian Constitution states that a healthy environment is a 

fundamental right, and corporate accountability for 

environmental harm is essential for protecting this right. In 

recent years, businesses are being held accountable for their 

environmental impact and ensuring their operations do not 

violate people's rights to a healthy environment. Indian law 

 
5 Union Carbide Corporation v. Union of India, (1989) 3 SCC 38 
6 M K Ranjitsinh & Ors versus Union of India & Ors. AIRONLINE 

2021 SC 209 
7 Corporate Liability for Transboundary Environmental Harm, 

Editors – Peter Gailhofer, David Krebs, Alexander Proeless, Roda 

Verheyen, Kristen Schmalenbach 

imposes penalties and fines for non - compliance with 

environmental regulations, as well as culpability for any 

environmental harm caused by operations. The strict liability 

doctrine in this legal system holds firms liable for harm 

caused by their operations, even if there was no malicious 

intent6.  

 

Corporate responsibility for environmental damage must 

align with the right to a healthy environment, which is being 

increasingly recognised. Maintaining a balance between 

corporate and public interests and being mindful of the social 

and environmental repercussions of business operations is 

crucial. One of the main challenges in this area is holding 

firms accountable for their full environmental impact7. This 

includes both direct and indirect effects, including climate 

change - causing greenhouse gas emissions, pollution, and 

habitat degradation. Both social duty and legal accountability 

are important parts of business culpability for environmental 

harm. In addition to upholding the right to a healthy 

environment, corporations must act to reduce negative 

impacts and promote sustainable development8.  

 

The right to a healthy environment must coexist with 

corporate liability for environmental harm, but many issues 

must be handled first. There is a need to increase criminal 

accountability for environmental harm, enforce 

environmental laws more strictly, and increase penalties and 

punishments for environmental violations. Additionally, 

enterprises must be accountable for their direct and indirect 

environmental impacts, including greenhouse gas emissions. 

A comprehensive approach to corporate accountability for 

environmental harm is needed, considering the full range of 

social and environmental impacts of company activities.  

 

In conclusion, commercial culpability for environmental 

harm involves both social duty and legal accountability. In 

addition to upholding the right to a healthy environment, 

corporations must act to reduce negative impacts and promote 

sustainable development. This calls for a shift towards 

corporate governance that prioritises long - term 

environmental safety9.  

 

9. Judicial Pronouncements 
 

1) Vellore Citizens Welfare Forum vs. Union of India10 - 

In this case about environmental pollutants in the Vellore 

area of Tamil Nadu, the courtroom was well - suited to 

handle concerns brought up by locals about pollution 

from neighbouring commercial devices. With these 

industrial equipment, the petitioners claimed to have 

violated environmental laws and regulations and 

requested judicial intervention. The excellent court 

reaffirmed in its ruling the constitutional right to a 

hygienic environment and stressed the "polluter pays" 

concept. Though they were no longer immediately 

8 Singh, S. P., & Gupta, S. K. (2017). Corporate environmental 

liability in India: A review of legal and policy framework. Journal of 

Cleaner Production, 165, 1391-1399 
9 "BHR Series: Environmental Harm And Corporate Liability," 

Mondaq, 2021 
10 Vellore Citizens Welfare Forum v. Union of India, (1996) 5 SCC 

647. 
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responsible for inflicting environmental damage, the 

court ruled that industries might still be held accountable. 

This decision increased corporate legal responsibilities 

and highlighted the need of environmental compliance 

and preventative efforts across industries.  

2) MC Mehta vs. Union of India11 - This landmark case, 

which is widely referred to as the Oleum Gas Leak case, 

revolved around a plant in Delhi that experienced a leak 

of oleum gas, which caused adverse effects for residents 

living in the surrounding area. In its decision, the 

Supreme Court emphasised the significance of the'strict 

liability' principle. It ruled that industries that 

participated in hazardous activities were strictly 

accountable for any harm that was inflicted upon the 

environment or public health, regardless of whether or 

not they were negligent or at fault.  

3) Indian Council for Enviro - Legal Action vs. Union of 

India12 - The "Taj Trapezium case" involved 

contamination from companies near the UNESCO World 

Heritage site, the Taj Mahal. In response, the Supreme 

Court issued directions to reduce pollution in the Taj 

Trapezium Zone, emphasising the importance of 

preserving both cultural and environmental heritage. This 

case highlighted the link between environmental 

protection and cultural preservation, emphasising the 

need for industries to function sustainably to conserve 

sites like the Taj Mahal.  

4) Vedanta Limited vs. State of Tamil Nadu13 - Vedanta 

Limited's Sterlite Copper plant in Tuticorin, Tamil Nadu, 

was told to shut down by the Tamil Nadu Pollution 

Control Board. Recently, the Madras High Court 

confirmed that order. The court said it had to close 

because of violations of the environment and public 

health concerns made by locals. This decision reaffirmed 

how important it is to follow environmental rules and 

emphasised that communities that are harmed have the 

right to a clean and healthy environment. It also showed 

how important it is for the courts to make sure that 

companies are held responsible for harming the 

environment. This shows how important it is to follow 

environmental laws and keep towns healthy.  

 

Yes, these case studies do show how important court 

decisions have been in determining how companies are 

responsible for environmental damage in India. These cases 

have shown how important strong regulatory systems and 

strict execution of environmental laws are by setting 

important legal principles and precedents. To protect the 

environment and people's health, they stress how important it 

is to hold companies responsible for their actions and make 

sure they follow environmental rules. These court actions are 

important checks and balances that help environmental justice 

and sustainability in India move forward.  

 

 

 

 

 
11 MC Mehta v. Union of India, (1986) 2 SCC 176. 
12 Indian Council for Enviro-Legal Action v. Union of India, (1996) 

3 SCC 212. 
13 Sterlite Industries (India) Ltd. v. Union of India, (2013) 10 SCC 

359 

10. Loopholes and Criticism 
 

• Effective corporate responsibility law enforcement 

presents a number of difficulties, and regulatory efforts are 

further complicated by legal framework flaws and 

loopholes.  

• Absence of Strict Penalties The inadequate sanctions for 

environmental infractions by corporations are one of the 

main issues. Current fines could not be strong enough to 

discourage noncompliance, which would encourage it to 

continue.  

• Regulatory agencies frequently have resource limitations, 

such as a shortage of manpower, technical know - how, 

and funding, which impairs their ability to efficiently 

monitor and enforce adherence to environmental 

standards.  

• Complexity of Cases: Environmental lawsuits involving 

businesses can be difficult and drawn out, necessitating a 

great deal of documentation collection and courtroom 

time. This intricacy could cause a delay in settlement and 

reduce the effectiveness of enforcement measures.  

• Regulatory capture: Industry interests can sway regulatory 

decisions and enforcement actions, undermining the 

objectivity and efficacy of regulatory monitoring. 

Regulatory agencies may be vulnerable to this 

phenomenon.  

 

Collaboration amongst a range of stakeholders, including 

politicians, regulatory bodies, the corporate sector, and civil 

society, is crucial in addressing the issues and critiques 

surrounding corporate culpability for environmental harm. To 

ensure corporate accountability for environmental harm and 

promote sustainable development, it is imperative to 

strengthen fines for environmental violations, improve 

regulatory capacity to implement laws efficiently, and close 

legislative loopholes. Together, these parties may foster an 

atmosphere that encourages ethical business practices, 

reduces environmental hazards, and advances the welfare of 

both people and the environment.  

 

11. Regulatory Frameworks in Other Countries 
 

United States14 - The United States of America possesses a 

comprehensive legal framework for the preservation of the 

environment, which includes statutes such as the 

Comprehensive Environmental Response, Compensation, 

and Liability Act (CERCLA), the Clean Air Act, and the 

Clean Water Act. In contrast to India, where the'strict liability' 

theory is utilised in environmental matters, the United States 

of America utilises a hybrid approach that incorporates both 

strict responsibility and negligence - based liability. As a 

result of regulatory agencies like the Environmental 

Protection Agency (EPA) having considerable powers to 

monitor and enforce compliance with environmental laws, 

environmental enforcement in the United States is typically 

more harsh than in other countries. Moreover, the United 

States of America possesses a comprehensive system of civil 

14 United States Environmental Protection Agency. Laws & 

Regulations. Accessed April 28, 2024. 

https://www.epa.gov/lawsregulations. 
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and criminal sanctions for environmental infractions, which 

acts as a deterrent to firms that do not comply with 

environmental regulations. Companies may take advantage of 

legal loopholes created by ambiguities and inconsistencies in 

environmental laws and regulations to avoid liability or 

postpone compliance. Preventing such loopholes requires 

elucidating legal provisions and guaranteeing consistent 

interpretation of them.  

 

China15 - In recent decades, China has experienced 

tremendous economic expansion together with environmental 

issues including soil and water pollution. Although China has 

passed environmental legislation, bureaucratic obstacles, and 

local government incentives that prioritise economic growth 

over environmental preservation make implementation 

difficult.  

 

In China, rules governing corporate responsibility for 

environmental harm include the Tort Liability Law and the 

Environmental Protection Law, however how these are 

applied and enforced varies greatly between areas.  

 

12. Concluding Remarks 
 

The progression of environmental law in India demonstrates 

the nation's dedication to tackling ecological issues and 

advancing sustainable development. India has achieved 

notable progress in guaranteeing public health and 

environmental protection, as well as holding corporations 

responsible for environmental harm, by means of pivotal 

judicial decisions and legislative reforms. Nevertheless, India 

continues to face obstacles in the form of insufficient 

enforcement mechanisms, regulatory loopholes, and limited 

corporate accountability. As a result, concerted endeavours 

are required to fortify the country's legal framework 

concerning environmental protection and corporate liability. 

By analysing successful approaches in different legal systems 

and rectifying recognised deficiencies, India has the potential 

to bolster its regulatory capabilities pertaining to corporate 

operations, enforcement of environmental legislation, and 

mitigation of environmental hazards.  

 

Furthermore, it is critical to integrate environmental 

considerations into policy - making processes, encourage 

public participation, and cultivate international cooperation in 

order to accomplish the overarching objective of sustainable 

development. India has the capacity to establish a path 

towards a more sustainable and environmentally friendly 

future by embracing a comprehensive and unified strategy 

that harmonises social equity, environmental preservation, 

and economic development. Collaboration and collective 

action from governments, businesses, civil society, and 

citizens are essential components of effective environmental 

governance in order to safeguard the planet and human 

beings. By strengthening its legal framework to prioritise 

corporate accountability and environmental protection, India 

can surmount current obstacles and establish itself as a 

worldwide frontrunner in sustainable development, bolstered 

by its renewed dedication to environmental stewardship.  

 

 
15 The State Council of the People's Republic of China. 

Environmental Protection Law of the People's Republic of China. 

In this situation, balancing the right to a healthy environment 

with the company's responsibility to remedy environmental 

damage is a substantial obstacle. Comprehending the wider 

social and environmental ramifications of business is 

imperative, along with striking a delicate balance between 

corporate and public interests. In India, corporate liability for 

environmental damage is an intricate and multifaceted topic 

that necessitates the implementation of a holistic approach 

that takes into account legal, social, and environmental 

considerations. Ensuring that businesses are held accountable 

for their environmental footprint and that the right to a healthy 

environment is protected for all will become increasingly vital 

as India's industrialization and rapid economic growth 

continue. We can only ensure the sustainability of India and 

the world through this action.  

Accessed April 28, 2024. 

http://www.gov.cn/gongbao/content/2015/content_2804365.htm. 
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