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ABSTRACT

This article explores the dimension of the interplay of the Environmental Law and
the corporate law in India. The emergence of CSR i.e., Corporate Social
Responsibility and CER, Corporate Environmental Responsibility in India, while
bringing a sense of accountability about the environment and social responsibility to
the corporate world, the article highlights the nuanced perspectives regarding the
growing importance of CSR and CER and the challenges that are associated with it.
The article poses certain suggestions to mitigate the challenges associated with CSR
and CER in India. The need for CSR and CER to be implemented at the grassroots
level is also uplifted by the government, the article suggests a certain way towards it.
The article aims to contribute insights that can inform policy decisions, corporate

strategies, and sustainable development practices in the Indian corporate houses.
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L. INTRODUCTION

In the midst of pressing global environmental challenges, the intersection between environmental
law and corporate law has garnered significant attention from scholars, policymakers, and
businesses. As immense economic power and influence wielded by corporations, they play a
pivotal role in shaping and responding to environmental regulations, and policies and set

standards.
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II. CORPORATE ENVIRONMENTAL RESPONSIBILITY (CER):

Corporate Environmental Responsibility has gained traction in recent years and businesses are
increasingly recognizing the importance of proactive environmental supervision to maintain the
social license to operate and meet the expectations of the stakeholders and avoid legal
repercussions. In this context, environmental laws act as a regulatory framework that guides
corporate behaviour in areas such as the reduction of emissions, management of resources and
pollution control. The idea is CER is rooted in the concept that the corporation should not merely
react over the environmental regulations and legal necessities but should take steps to minimize
the environmental impact. These steps involve the development and implementation of
sustainability strategies, corporate policies, and eco-friendly practices that in their decision-
making processes consider the environment at its core.

The term “social license to operate” is used for describing the company’s activities acceptance
and approval by the communities and stakeholders in which it operates. Businesses must
consider the environmental concerns of the stakeholders which includes the local community,
environmental groups and consumers is recognized under CER. There can be reputational
damage and legal challenges if one fails to address the concerns and that can lead to jeopardizing
the company’s social license to operate. Today the stakeholders have an environmental
consciousness, and they expect businesses to demonstrate a commitment to sustainability and
responsibility towards the environment. Corporate Environmental Responsibility answers these
expectations by aligning corporate strategies with environmental goals and demonstrating
sustainable practice. Environmental law is a set of rules and regulations that provides policies
established by the governments to protect the environment and public health also it encompasses
various areas such as air and water quality, hazardous waste management, protection of wildlife,
etc. The law sets a minimum standard that corporations must adhere such as reducing emissions
and managing the resources also cause less pollution. CER operates under these regulations but
aims to go beyond the legal compliance of the framework provided by the environmental laws
which regulate and enforce the environmental strategies by proactively implementing

environment-friendly practices and by investing in sustainable technology. Corporations can
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mitigate the risk of legal penalties and fines and litigations resulting from environmental
violations.?

There is a strict obligation on corporations under the environmental regulations and statutes to
mitigate their environmental impacts. The Corporate laws structure governance within the
organization, as sustainability has emerged as a fundamental aspect of corporate governance
influenced by environmental concerns thus, dictating how they operate and make decisions and
come into play by ensuring that these businesses adhere to these regulations, and provide a
mechanism for addressing the non-compliance, such as monitoring and enforcing environmental
standards. The Board of Directors, shareholders and executives have started considering
environmental impacts as a part of their fiduciary duties, and corporate laws have evolved to
accommodate this change. In a corporate transaction, environmental due diligence has become a
crucial aspect of the pre-merger and acquisitions process. There is a significant effect of
environmental liabilities on the values and prospects of a target company. Environmental
liabilities like clean-up costs and legal expenses related to the non-compliance of environmental
rules and regulations can lead to increased costs and reduced profits and directly affect a
company’s finances. The companies that are facing these liabilities might encounter stricter
regulation and this may impact their operations and could lead to additional compliance costs,
and a change in the production process or restriction that restrictions that affect a company’s
ability to conduct business. There is a requirement for a detailed assessment of a company’s
environmental practices and liabilities under environmental law and liabilities before such

transactions could proceed with an interaction between corporate and environmental lawyers.

III. CORPORATE SOCIAL RESPONSIBILITY (CSR):

Corporate Social Responsibility (CSR) is a regulating business model that ensures a company is
socially accountable to its stakeholders, the public and to itself as well. CSR? is a business that
initiates to assess and take responsibility for its actions and impact on the environment and social
well-being. Today many corporations voluntarily commit to environmental regulations and

address issues such as carbon neutrality, waste management, and sustainable sourcing. The
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influence of environmental laws upon the corporation resulting in CSR and shaping of a legal
landscape in which these commitments are made is incredibly significant. Corporate entities
have substantial power and can influence environmental legislation and policies. The interplay
between corporate and environmental laws has raised some important questions about the
alignment of regulations along with the interests of the public and the potential for conflicts of
interest. There is a need for transparent and ethical interactions between businesses and
environmental regulators. Large corporations possess considerable financial resources and
political clout which are used for lobbying efforts. This lobbying involves advocating for specific
policies or regulations that align with a company’s interest and when it comes to environmental
legislation, corporations often seek to shape laws and regulate for their advantages. There is a
substantial impact of corporate lobbying on the formulation of environmental laws and
regulations. Some influences take various forms, including support for a political candidate,
campaign contributions and direct lobbying of lawmakers. A corporation can shape legislation
that affects the environmental standards, compliance requirements and penalties for non-
compliance also the potential for conflict arises when corporate interests do not align with the
broader public interests.

Some companies advocate for policies that include environmental responsibility* and may seek
to weaken or delay regulations that could have impacted their profitability. In such a scenario,
the alignment of environmental regulations with the public interest can potentially lead to weaker
environmental protections and public health risks. There can be certain conflicts of interest
occurring when the regulators have a stake in the outcome of regulatory decisions. Such conflicts
generally undermine the integrity of the regulatory process and may lead to decisions that
prioritize corporate interests over the environment. Some key steps to address the concerns and
enable transparency and ethical interaction between business and environmental regulators are

essential.

IV. CHALLENGES ASSOCIATED WITH THE INTERPLAY OF CSR AND CER
The challenges that are associated with the interplay of CSR and CER are as follows:

e Lack of participation and awareness surrounding the CSR and CER

4 David M Ong, The Impact of Environmental Law on Corporate Governance: International and Comparative
Perspectives, (2001) 12 EJIL 685,726



Indian Journal of Legal Research and Review [Vol. I Issue V (December); 01]

V.

Resource Constraints: Many companies generally small companies face issues while
allocating resources pertaining to CSR and CER which impacts their initiatives.

Issues pertaining to transparency: Some companies are not transparent about their
initiatives related to CSR and CER, they don’t disclose their information about their
projects like funds utilized, audit reports and other assessments regarding these activities.
Narrow perception towards CSR initiatives: Government agencies and NGOs generally
possess a narrow outlook towards CSR initiatives, they often perceive that CSR
initiatives are more donor-driven, which becomes one of the reasons that they don’t get

associated with it in the long run.’

SUGGESTIONS TO OVERCOME THE CHALLENGES ASSOCIATED:

The following suggestions can be proposed to increase the effectiveness of CSR and CER in

India:

VI

Spreading awareness pertaining to CSR and CER to the general public.

Collective efforts to be taken by the NGOs, government agencies, employees, customers
organizations etc.

The government should recognize and award the business houses working well in this
area, this shall motivate others to enhance their initiatives.

For CSR and CER to be successful in India, such initiatives to be equally distributed to
urban as well as rural areas also.

Innovative models should be popularized among the business houses working in this

arena.®

CONCLUSION

The interplay of environmental laws and corporate law is multifaceted as well as an evolving

relationship with wide-ranging implications. It stands at the nexus of collective responsibility

towards its stakeholders and the world at large. The intricate interplay reflects a change in basic

assumptions of how we perceive and regulate the impact of corporate actions on the

environment, the significance is not only the conduct of businesses but also to broader goals of
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sustainability, accountability, and well-being of society. The world today is grappling with
unusual environmental challenges and the legal framework within which business operates plays
an indispensable role in shaping and guiding corporate conduct, governance, and accountability
which holds a pivotal role. The relationship between the two domains underscores the
significance of holding business harmoniously and highlights the inextricable link between
sustainable business practices and legal compliances. The current evolution and refinement of
these laws shift values and expectations of society to understanding corporate responsibilities,
ethical considerations, and a balance between economic growth and environmental preservations.
In order to foster a sustainable future, there should be a collaboration and a shared commitment
that navigates the intricate interplay that ensures the corporate activities are environmentally

conscious and socially responsible.



