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CHAPTER 1 INTRODUCTION

1.1 Introduction:

White-collar crime refers to non-violent, financially motivated offences committed by individuals,
professionals, or organizations in positions of trust, authority, or responsibility, typically during the
course of their occupation or business activities. The term was first introduced by sociologist Edwin
Sutherland to describe crimes committed by people of high social and economic status, especially in
corporate and professional settings. Unlike traditional crimes involving physical harm, white-collar
crimes primarily involve deception, fraud, manipulation, and abuse of trust for financial gain. In
modern society, white-collar crimes have expanded significantly due to rapid industrialization,
globalization, and digital transformation of financial systems. These crimes include activities such as
corporate fraud, embezzlement, insider trading, money laundering, tax evasion, banking frauds, cyber
frauds, and corruption. With the growth of technology and complex financial systems, offenders often
use sophisticated methods such as digital platforms, shell companies, and cross-border transactions
to conceal illegal activities. In India, white-collar crimes are regulated through various legal
frameworks such as the Indian Penal Code, 1860, Prevention of Corruption Act, 1988, Companies
Act, 2013, Prevention of Money Laundering Act, 2002, and the Securities and Exchange Board of
India Act, 1992. These laws aim to regulate corporate conduct, prevent financial misconduct, and
ensure transparency in economic activities. Enforcement agencies such as the Central Bureau of
Investigation, Enforcement Directorate, and Securities and Exchange Board of India play a crucial
role in investigating and controlling such offences. White-collar crime has serious consequences on
society and the economy. It leads to loss of public funds, erosion of investor confidence, weakening
of financial institutions, and increased inequality. It also affects governance by reducing trust in
public and private institutions. Despite strict legal provisions, these crimes continue to rise due to
weak enforcement, complex financial systems, and the increasing use of technology. In conclusion,
white-collar crime is a growing socio-economic problem that requires strong legal frameworks,
effective enforcement, ethical corporate governance, and public awareness to ensure accountability

and protect the integrity of the financial system.
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1.2 Scope of Study:

The scope of the study on white-collar crime is broad and multidisciplinary, covering the examination
of non-violent financial and economic offences committed by individuals, professionals, or corporate
entities in positions of trust and authority. It includes an analysis of various forms of white-collar
crimes such as fraud, corruption, embezzlement, insider trading, money laundering, cyber fraud, and
corporate misconduct. The study also extends to understanding the legal framework governing these
offences in India, including laws such as the Indian Penal Code, 1860, Prevention of Corruption Act,
1988, Companies Act, 2013, Prevention of Money Laundering Act, 2002, and the Securities and
Exchange Board of India Act, 1992. It further involves the study of enforcement mechanisms and
regulatory authorities such as the Central Bureau of Investigation, Enforcement Directorate, and
Securities and Exchange Board of India. The scope also includes the socio-economic impact of such
crimes on the economy, investors, and public trust, along with an evaluation of judicial responses and
preventive measures. Additionally, it covers comparative analysis with global practices and emerging
challenges such as cyber-enabled financial crimes. Thus, the study aims to provide a comprehensive
understanding of the causes, consequences, legal control, and prevention of white-collar crimes in

modern society.

1.3 Objectives of Study

1. Toexamine the concept and scope of white-collar crime as defined by Edwin H. Sutherland.
2. To analyse the growth of white-collar crime in India, especially after the 1991 Economic
Liberalisation in India.

3. To identify the major forms of white-collar crimes such as corporate fraud, cybercrime, and
money laundering.

4. To evaluate the socio-economic and political factors contributing to the rise of such crimes.

5. To critically assess the effectiveness of legal frameworks and regulatory bodies like the
Securities and Exchange Board of India and Central Bureau of Investigation.

6. Tosuggest reforms and measures to strengthen the prevention and control of white-collar crime

in India.

1.4 Research Problem:

India has experienced a sharp increase in white-collar crimes since the implementation of the 1991
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Economic Liberalisation policy, which both created ample new economic activities and
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revealed weaknesses in enforcement and regulation. A plethora of legal and regulatory frameworks
(including the Securities and Exchange Board of India - SEBI and the Central Bureau of Investigation
- CBI) are designed to prevent, detect, and punish white-collar criminal activity. However, there has
been a rapid rise in corporate fraud, financial scams and money laundering that are ever-more-
complex. This disconnect between sophisticated, rapidly-evolving white-collar crimes, and the lack
of effectiveness of existing laws and regulations causes serious concern. As an example, delayed
investigations, low conviction rates, lack of coordination amongst law enforcement agencies and
regulatory agency loopholes point to a significant gap in the current socio-legal framework. Further,
the socio-economic impacts of white-collar crimes are enormous, including erosion of public
confidence, growth in economic instability, and greater levels of inequality. However, non-violent
white-collar crimes usually have low visibility in society (e.g., an employee stealing from their
employer does not generate any actual physical harm), leading to an underestimation of their impacts.
Therefore, this research will investigate i) the sufficiency of the existing socio-legal framework in
India to address white-collar crime, and ii) to identify what reforms are needed to improve the socio-

legal framework.

1.5 Research Questions :

1. What is the concept and scope of white-collar crime as defined by Edwin H. Sutherland, and
how is it relevant in India?

2. How has white-collar crime evolved in India, particularly after the 1991 Economic

Liberalisation in India?

3. What are the major forms and patterns of white-collar crimes prevalent in India?

4. How effective are the existing legal frameworks and regulatory bodies like the Securities and
Exchange Board of India and Central Bureau of Investigation in addressing these crimes?

5. What reforms are necessary to strengthen the prevention, investigation, and control of white-

collar crime in India?

1.6 Hypothesis :

The hypothesis for this research is that the increasing volume of white-collar crimes in India after
1991 Economic Liberalisation: Has expanded economic opportunities and created regulatory gaps;
Existing legal frameworks and bodies/regulators (e.g. Securities and Exchange Board of India,

Central Bureau of Investigation) are ineffective in preventing white-collar crime due to weak
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enforcement, bureaucratic delays, and low conviction rates; And lastly, socio-economic factors such
as corruption, greed, and lack of ethics contribute to the rise of white-collar crime. This research
further hypothesises that improved regulatory mechanisms, increased inter-agency coordination and

improved laws will effectively reduce the occurrence of white-collar crimes in India.

1.7 Research Methodology:

The current research uses a doctrinal and analytical methodology to analyze the development of
White-collar crime in India, as well as how to regulate it. This study uses secondary data sources such
as statutes, case law, books, journals, government documents, and other reliable internet resources. It
provides an analysis of some key legislation, such as the Indian Penal Code,1860 and the Prevention
of Money Laundering Act, 2002 to look into the legal framework in which White-collar crimes occur.
In addition to legal statutes, reports and guidelines issued by the Securities and Exchange Board of
India and the Central Bureau of Investigation (CBI) are examined to assess their effectiveness at
enforcing white-collar crime. The study also examines landmark case law and large-scale financial
crime to evaluate the response of the courts to these crimes and to address the practical problems
concerning their enforcement. An analytical approach to critical assessment of the current legal
framework helps to identify the deficiencies in the enforcement of existing law and the absence of
regulation. The study employs a sociolegal approach which combines legal analysis with social and
economic issues that contribute to the increase in white-collar crime. By using these methods, the
study creates a comprehensive understanding of all aspects of the subject in both theoretical and

practical terms.

1.8 Limitations of Study:

There are limitations to this research study that may restrict the analysis of from both scope and

depth. The first limitation is that this study's research is based principally on secondary sources of
data; i.e., statutes, cases, reports, and literature that are publicly available. This means that the
researcher did not have access to real-time or unpublished information on the existence of white-
collar crimes. The fact that many of these crimes are hidden and they tend to go unreported or simply
are not disclosed. This makes it difficult to depict the true extent of white-collar crime; therefore, as
a result, the researcher cannot represent the magnitude of the crimes of white-collar crime in India.

This research is focused on the body of laws governing white-collar crime in India
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(e.g. the Prevention of Money Laundering Act [PMLA] 2002; Indian Penal Code [IPC] 1860) without
including a broad or comprehensive discussion of how other countries regulate white-collar crime
compared to the way they are regulated in India. Fourth, the researcher has limited time and resources
to conduct an empirical (data) and/or field-based analysis; thus, the researcher will have to rely on
secondary sources of information to support the research study. Fifthly, this research study will not
be able to capture all the latest developments regarding white-collar crime, particularly in light of
advancements in technology, because of the ongoing evolution of white-collar crime. Each of these

limitations will have an impact on the scope and depth of the analysis of white-collar crime in India.

1.9 Scheme Of Study :

CHAPTER 1

1.1 Introduction

1.2 Scope of Study

1.3 Obiject of Study

1.4 Research Problem

1.5 Research Questions

1.6 Hypothesis

1.7 Research Methodology

1.8 Limitation of Study

1.9 Scheme of Study

1.10 Review of Literature

CHAPTER 2

2.1 Introduction of White- Collar Crime

2.2 Meaning and Definition of

2.3 Origin and Development of the Concept of White-Collar Crime
2.4 Growth of

2.5 Impact of 1991 Economic Liberalisation in India
2.6 Role of Globalisation and Technology

2.7 Recent Trends and Satisfaction Overview
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CHAPTER 3
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3.1 Corporate and Accounting Frauds

3.2 Banking and Financial Frauds

3.3 Cybercrime and Digital Fraud

3.4. Money Laundering

3.5 Tax Evasion and Black Money

3.6 Insider Trading and Securities Fraud
CHAPTER 4

4.1 Economic Causes(Greed and Profit Motive)
4.2 Social Causes(Status Pressure and Inequality)
4.3 Political Influence and Corruption

4.4 Weak Legal Enforcement as a Cause of White-Collar Crime
4.5 Lack of Corporate Ethics and Governance
CHAPTER 5

51 Indian Penal Code(IPC),1860

5.2 Prevention of Corruption Act, 1988(India)
5.3 The Companies Act of 2013

5.4 Securities Laws(SEBI Act, 1992)

5.5 Prevention of Money Laundering Act, 2002
5.6 The Information Technology Act,2000

5.7 Benami Transactions (Prohibition)Act,1988
CHAPTER 6

6.1 Investigation Agencies

6.2 Financial and Market Regulators

6.3 Anti-corruption and Vigilance Bodies

6.4 Cybercrime and Technology Enforcement
6.5 Judicial and Quasi-judicial Bodies
CHAPTER 7

7.1 Investigation and Evidence Issues
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7.2 Delay in Judicial Process
7.3 Low Conviction Rates
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7.4 Lack of Coordination

75 Cross-Border Crimes and Jurisdictional Problems

CHAPTER 8

8.1 Conclusion

8.2 Suggestions

8.3 Recommendations

1.10 Review of Literature:

Since the term transgender was first created by psychiatrist John F. Oliven (Columbia University) in
1965, there have been many changes in how the concept of transgender as

well as a transgender community is perceived. By 1984, the term "transgender"” was an

umbrella term that described many different things, including but not limited to "transsexuals,
transgenderists, cross-dressers,” and anyone who identifies as transitioning. By the time Leslie
Feinberg's pamphlet "Transgender Liberation: A Movement Whose Time Has Come™ was published
in 1992, the term "transgender™ was perceived as a way of bringing together all people who do not
conform to gender norms. As a result, by the early 2000s, the main terms that were being used under
the umbrella of transgender were "female-to-male” (FIM) for men who transitioned from female to
male and "male-to-female" (MTF) for women who transitioned from male to female. However, today
these terms have largely been replaced by "trans man" and "trans woman," respectively, and
"transmasculine™ and “transfeminine” have become increasingly common as well. The shift in
terminology of transgender from 1965 to the present can be traced back almost all the way to when

the first conversations regarding gender non-conformity took place.

CHAPTER 2
HISTORICAL EVOLUTION AND GROWTH OF WHITE-WHIT
COLLAR CRIME IN INDIA?

2.1 Introduction of White-Collar Crime:
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1 Indian Journal of Gender Studies.
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There are many things that set white-collar crime apart from the more commonly committed
traditional crimes. All white-collar crimes, by definition, are not violent crimes as they do not involve
the use of force against a person but instead rely on deception, fraud, or the violation of trust.
Additionally, many white-collar criminals tend to be people in high social positions; typically, people
who hold some level of power over other people will commit a crime of this type. White-collar crimes
usually require considerable amounts of time, planning, and sophistication to commit, so these types
of crimes typically require specialized knowledge/skills to accomplish. Additionally, one of the major
distinguishing characteristics of white-collar crime is that it is virtually impossible to detect and/or
prove because these crimes are committed in secret and consist of very complex financial
transactions. In addition to the economic losses incurred by the victims of these crimes (both
individuals and corporations), there is also damage to the overall economy caused by white-collar
crime. White-collar crime causes a loss of faith and trust in government and many other organizations
as the result of white-collar criminal activity. Furthermore, since white-collar crimes are difficult to
investigate due to complex laws and tie-related issues concerning investigations as well as many

times where there is no investigation, white-collar criminals generally do not receive punishment.

2.2 Meaning and Definition of White-Collar Crime:

Non-violent, financially motivated crimes committed by people or businesses or other organizations
are considered white-collar crimes or business crimes. Edwin H. Sutherland coined the term in 1939
to describe a “crime committed by a person of honor or elevated status while engaged in his
professional conduct."As such, people in companies, the government or otherwise, often commit these
types of crimes in corporate leadership positions. The people who commit these types of crimes
typically have high levels of trust, authority, and have been given responsibility. Examples of white
collar or business crimes in India include: fraud, bribery, corruption, insider trading, tax evasion,
money laundering, and cybercrime. In comparison to traditional crime, the white-collar or business
crime is so complex because the crimes themselves are typically veiled and reliant heavily on
alteration of the financial systems of the organizations that perpetrate those crimes to hide. They are
difficult to detect and prosecution

The analysis of white-collar crime holds considerable significance within the current contextof

criminal activity and economy, especially since it impacts many individuals living in developing

nations like India. Originally defined by Edwin H. Sutherland as crimes committed by individuals
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in authority, the ramifications of white-collar crime are extensive and often more severe than
traditional or street-level crimes. In terms of traditional crime, white-collar crimes may generate vast
economies for businesses, individuals and for nation-states. The large-scale fraudulent activities,
scams and irregularities can destabilise financial markets and impede the economic growth of nations.
White-collar crimes will also contribute to the erosion of public confidence within financial
institutions, such as banks, corporations and/or governments putting at risk good governance. The
relationship of white-collar crime to corruption and inequity of society must also be noted. The powers
of an individual to avoid regulation and utilise regulation through exploitation of the system for
personal benefit at the expense of the general population create further inequity; thus the presence of
a vast and hidden infrastructure surrounding white-collar criminality make it increasingly more
difficult to detect, investigate and prosecute white-collar crime, heightening their overall severity.
Additionally, examining and evaluating the study of white-collar crimes helps to measure the
effectiveness of enforcement mechanisms, thus assessing the effectiveness of the existing laws and
regulatory entities such as the Securities and Exchange Board of India (SEBI) and/or Central Bureau
of Investigation (CBI), and identifying loopholes in such agencies and taking appropriate steps to
enhance enforcement capabilities.

2.3 Origin and Development of the Concept of White-Collar Crime :

The Concept of White Collar Crime Developed Edwin H. Sutherland defined white collar crime in

1939 and changed how we think about crime by shifting our focus away from street crimes towards
crimes perpetrated by people who hold high social status and work in professional settings.
Historically, crime has been seen mainly as an activity of the lower class; however, Sutherland
showed that elite groups have also engaged in criminal behaviour, mostly as part of their work at a
business or corporation. In India, white-collar crime became a well-known phenomenon after the
nation gained independence. Due to the growth of the economy and the expansion of bureaucracy in
India, early examples of white-collar crime included public officials taking bribes for their official
duties; business owners and managers not paying taxes or misusing government funds. As India's

industries and corporations grew, so did the prevalence and sophistication of these types of crimes.

2.4 Growth of White-Collar Crime in India:
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The increase in white collar crimes (for example, fraud) in India has been both slow and substantial.
In the decades following the country's independence, white collar crimes in India were relatively small
in terms of scale. However, with the growth of banks, other corporations, and financial institutions
came additional opportunities for perpetrators of these crimes to commit fraud and economic
offenses. Over the last few years, India has seen a significant increase in extremely complicated
crimes—such as frauds committed against corporations/Firms, frauds committed against banks, and
cybercrimes—that will lead to significant amounts of money being stolen from many different parties.
Because of the sheer number of parties involved with many of these cases, it has become almost
impossible to detect and prosecute everyone who is involved with committing such crimes.
Furthermore, with the rapid increase of technology and electronic methods of conducting business,

these crimes have continued to rise.

2.5 Impact of 1991 Economic Liberalisation in India:

India's economic structure underwent a pivotal transformation with the implementation of the Policy
of economic reforms in the year 1991. The process of liberalisation, privatisation and globalisation
of the economy has led to the opening up of markets to global commerce, attracted foreign direct
investment into India and provided significant economic growth and development. These changes
have also led to the emergence of new opportunities for White Collar Crime.

The deregulation of industries and increased participation of private players in the economy has
resulted in a significant growth of corporate activity and has created conditions that have resulted in
a significant increase in occurrences of corporate fraud, insider trading and financial manipulation.
As the nature of financial transactions have become more complex, the opportunity for offenders to
exploit loopholes in the system has also increased exponentially. Consequently, while liberalisation

has contributed to development, it has also contributed to the proliferation of white-collar crime.

2.6 Role of Globalisation and Technology:

Globalisation and technological advancement have significantly transformed modern economies, but
they have also contributed to the rise and complexity of white-collar crimes. Globalisation has led to
increased cross-border trade, international financial flows, and interconnected markets, which
provide greater opportunities for economic growth. However, it has also enabled offenders to exploit

international networks, offshore banking systems, and shell companies to conceal illegal
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activities such as fraud, tax evasion, and money laundering. The ease of transferring funds across
borders makes detection and enforcement more difficult for national authorities. Technology,
particularly the internet and digital platforms, has further accelerated the growth of white-collar
crimes. The rise of online banking, digital payments, e-commerce, and cryptocurrency transactions has
created new opportunities for cyber fraud, identity theft, hacking, phishing, and financial scams.
Offenders use advanced tools such as encryption, dark web platforms, and artificial intelligence-
based techniques to commit crimes anonymously and avoid detection. The increasing dependence on
digital systems has made both individuals and organizations more vulnerable to financial exploitation.
In India, cyber-related white-collar crimes are addressed under the Information Technology Act,
2000, while financial crimes involving illegal money flows are regulated under the Prevention of
Money Laundering Act, 2002. Regulatory bodies such as the Securities and Exchange Board of India
monitor market activities to prevent manipulation and fraud, while agencies like the Enforcement
Directorate investigate cross-border financial crimes. Cyber incidents are further managed by the
Indian Computer Emergency Response Team (CERT-In). Globalisation has also increased corporate
competition, sometimes leading companies to adopt unethical practices such as creative accounting,
tax avoidance strategies, and regulatory arbitrage to gain economic advantage. Multinational
corporations may exploit differences in legal systems across countries, making enforcement
challenging. Additionally, international financial systems allow criminals to shift illicit funds rapidly
across jurisdictions. Despite these advantages for criminals, globalisation and technology also assist
law enforcement through digital tracking systems, international cooperation agreements, and
advanced forensic tools. Governments are increasingly collaborating through treaties and
information-sharing mechanisms to combat transnational financial crimes. In conclusion,
globalisation and technology have played a dual role in white-collar crime by both facilitating
sophisticated criminal activities and strengthening enforcement mechanisms. While they have
increased the scale and complexity of such crimes, they have also provided new tools for detection
and prevention. Effective regulation, international cooperation, and continuous technological

upgrades are essential to control white-collar crimes in the modern era.

2.7 Recent Trends and Statistical Overview:

White-collar crime has emerged as one of the fastest-growing forms of crime in India due to rapid
economic development, digitalisation, and expansion of corporate and financial sectors. Unlike

traditional crimes, these offences are non-violent in nature but cause huge financial losses to
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individuals, institutions, and the economy. Recent trends show a significant rise in cyber-enabled
frauds, banking scams, corporate frauds, and money laundering activities, reflecting the increasing
sophistication of offenders and the complexity of financial systems. One of the major trends is the rise
of cyber-enabled white-collar crimes, such as online banking frauds, phishing, identity theft, and
digital payment scams. With the expansion of UPI transactions and digital banking, cyber fraud cases
have increased sharply, requiring stronger enforcement under the Information Technology Act, 2000
and response mechanisms like the Indian Computer Emergency Response Team (CERT-In). Another
important trend is the increase in banking and financial sector frauds, including loan frauds, credit
defaults, and misuse of banking instruments, as seen in major cases like the Punjab National Bank
scam. Corporate frauds have also become more complex, involving manipulation of financial
statements, shell companies, and diversion of funds. This highlights weaknesses in corporate
governance despite regulations under the Companies Act, 2013. Similarly, securities market offences
such as insider trading and price manipulation continue to be regulated by the Securities and Exchange
Board of India under the Securities and Exchange Board of India Act, 1992. Another significant trend
is the increase in money laundering activities, where illegal proceeds are disguised as legitimate
income through complex financial networks and international transactions. The enforcement of the
Prevention of Money Laundering Act, 2002 has strengthened action against such offences, with the
Enforcement Directorate playing a major role in investigation and asset seizure. Statistical reports
from enforcement agencies show a consistent rise in economic offences. According to National Crime
Records Bureau (NCRB) trends, economic crimes account for a growing share of total criminal cases,
with fraud and cheating forming a major portion. However, conviction rates remain relatively low
due to lengthy investigations, technical complexity, and challenges in evidence collection. A key
trend also includes globalisation of white-collar crime, where offenders operate across borders using
digital platforms and offshore accounts. This creates jurisdictional challenges and requires
international cooperation. Additionally, the use of artificial intelligence and automated systems has
introduced new forms of fraud, making detection more difficult. In conclusion, recent trends clearly
indicate that white-collar crime in India is becoming more technology-driven, financially complex,
and globally connected. Although strong legal frameworks and regulatory bodies exist, effective
enforcement, technological upgradation, and inter-agency coordination are essential to control the

growing menace and reduce economic losses.

CHAPTER 3
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NATURE AND TYPES OF WHITE-COLLAR CRIME

3.1 Corporate and Accounting Frauds:

Corporate and accounting frauds refer to illegal and unethical practices adopted by companies,
management, or individuals to manipulate financial statements, conceal losses, or misrepresent the true
financial position of an organisation. These frauds are typically committed by persons in positions of
trust such as directors, accountants, auditors, and senior executives, and they result in huge financial
losses to investors, shareholders, and the economy. Such offences are considered a major category of
white-collar crimes and are often complex, involving deliberate manipulation of records and misuse
of corporate systems. Corporate frauds generally include activities like falsification of accounts,
window dressing of balance sheets, diversion of funds, insider trading, and creation of shell
companies. Accounting fraud specifically involves manipulation of financial statements such as
overstatement of profits, underreporting of liabilities, and hiding of expenses to mislead stakeholders.
One of the most significant examples in India is the Satyam Computer Services scam (2009), where
the chairman admitted to manipulating accounts and inflating company profits, exposing serious
lapses in corporate governance under the Companies Act, 2013 (earlier Companies Act, 1956
framework). Similarly, global cases like the Enron scandal highlight how accounting fraud can
collapse even large corporations. In India, corporate and accounting frauds are primarily regulated
under various legal frameworks. The Companies Act, 2013 plays a central role by imposing strict
duties on directors, ensuring proper financial disclosure, and penalising fraud under Section 447. The
Serious Fraud Investigation Office (SFIO) is the primary agency responsible for investigating
complex corporate frauds. Additionally, the Securities and Exchange Board of India (SEBI) regulates
listed companies and prevents manipulation of stock markets under the Securities and Exchange
Board of India Act, 1992. In cases involving money diversion or laundering, the Prevention of Money
Laundering Act, 2002 is also applied, with enforcement by the Enforcement Directorate. Corporate
frauds have severe consequences on the economy, including loss of investor confidence, market
instability, unemployment, and damage to corporate reputation. They also weaken the financial
system and reduce trust in regulatory institutions. Despite strong laws, such frauds continue to occur
due to weak internal controls, poor auditing practices, lack of transparency, and collusion between
management and auditors. In conclusion, corporate and accounting frauds are serious economic
offences that threaten financial stability and governance integrity. Although India has a strong legal
and institutional framework to address them, effective enforcement, strict auditing standards, ethical

corporate behaviour, and
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stronger regulatory oversight are essential to prevent such frauds and protect stakeholders’ interests.

3.2 Banking and Financial Frauds:

Banking and financial frauds are a major category of white-collar crimes that involve illegal activities
committed within or against banking and financial institutions for wrongful financial gain. These
frauds include credit card frauds, loan frauds, forgery of documents, cyber banking frauds, misuse of
bank accounts, fraudulent issuance of Letters of Undertaking (LoUs), and diversion of public funds.
Such offences not only cause huge financial losses to banks and customers but also undermine public
confidence in the banking system and affect the stability of the national economy. In India, banking
frauds have increased significantly due to technological advancement and the expansion of digital
banking services. Fraudsters often use methods such as phishing, identity theft, hacking of accounts,
and fake loan applications to illegally obtain money. One of the major cases highlighting banking fraud
is the Punjab National Bank scam (2018), where fraudulent LoUs were issued to benefit certain
individuals, exposing serious loopholes in banking regulation and internal controls. The legal
framework governing banking and financial frauds in India includes several important statutes. The
Indian Penal Code, 1860 is used to prosecute offences like cheating, forgery, and criminal breach of
trust. The Prevention of Money Laundering Act, 2002 is applied to trace and confiscate proceeds of
fraud, while the Information Technology Act, 2000 deals with cyber-related banking offences.
Regulatory supervision of banks is primarily carried out by the Reserve Bank of India, which issues
guidelines, conducts inspections, and ensures compliance with banking norms. Investigations into
large-scale financial frauds are handled by agencies such as the Central Bureau of Investigation and
the Enforcement Directorate. Banking and financial frauds have severe consequences, including
erosion of customer trust, increase in non-performing assets (NPAS), instability in financial markets,
and weakening of the overall banking system. They also impact economic growth by reducing the
availability of credit and increasing financial risks. Despite strict regulations, such frauds continue due
to weak internal controls, lack of proper monitoring, collusion of bank officials, and increasing
sophistication of cybercrime techniques. In conclusion, banking and financial frauds are serious
economic offences that require strong regulatory oversight, advanced technological security systems,
and strict enforcement of laws. Strengthening internal banking controls, improving cyber security,
and ensuring accountability of financial institutions are essential to prevent such frauds and maintain

stability in the financial system.

Page | 26



http://www.whiteblacklegal.co.in/

www.whiteblacklegal.co.in
Volume 3 Issue 6 | April 2026 ISSN: 2581-8503

3.3 Cybercrime and Digital Fraud:

The increase in cybercrime and fraudulent online activity can be attributed to technological
advancements and the increasing reliance on digital tools and platforms. Many of these crimes are
classified as white-collar crimes, non-violent acts performed with the intent of stealing money and/or

information through illegal means, targeting computer systems and the data they contain.

Cybercrime refers to criminal acts that take place using computers, the Internet, or related
technologies. Digital fraud is a type of cybercrime in which individuals use deception through
internet-based methods to obtain financial reward (money) or sensitive personal information.
Examples of digital fraud include online identity theft, phishing, credit/debit card fraud, electronic
bank fraud, hacking, ransomware attacks, and fraudulent electronic commerce activities. Criminals
often use sophisticated tools (fake websites, malware, social engineering) to trick people into giving

them their private information.

As India moves toward an increasingly digital economy with higher rates of digital payments, online
banking, and e-commerce, there are greater risks associated with cyber fraud. In addition, mobile
apps and digital wallets provide a convenience when making financial transactions but also increase
the likelihood of being a victim of a cyber fraud due to ease of access. Additionally, criminals often
operate at an international level making it difficult for law enforcement to detect and deter criminal
activity. For example, there are various methods of committing cyber fraud, each requiring different

preparations, expertise, and timescales for the completion of the offence.

3.4 Money Laundering:

Money laundering is a significant form of white-collar crime that involves the process of concealing
the origins of illegally obtained money and making it appear as legitimate income. It is commonly
associated with offences such as corruption, drug trafficking, fraud, tax evasion, and corporate crimes.
The main objective of money laundering is to “clean” black money and integrate it into the formal
financial system without attracting legal scrutiny. It is a serious threat to economic stability, financial

integrity, and national security. Money laundering generally occurs in three stages: placement,
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layering, and integration. In the placement stage, illegal money is introduced into the financial system

through banks or businesses. In the layering stage, complex

Page | 28



http://www.whiteblacklegal.co.in/

www.whiteblacklegal.co.in
Volume 3 Issue 6 | April 2026 ISSN: 2581-8503

transactions such as transfers between accounts, shell companies, and offshore transactions are used
to hide the origin of funds. Finally, in the integration stage, the laundered money is reintroduced into
the economy as legitimate income through investments, real estate, or businesses. In India, money
laundering is primarily regulated under the Prevention of Money Laundering Act, 2002 (PMLA). This
law provides for the identification, attachment, and confiscation of proceeds of crime and prescribes
stringent punishment for offenders. The Enforcement Directorate (ED) is the main agency responsible
for investigating money laundering cases and enforcing the provisions of the Act. Additionally,
financial institutions are required to follow Know Your Customer (KYC) norms and report suspicious
transactions to authorities. Other supporting laws include the Indian Penal Code, 1860, which deals
with underlying offences such as cheating and criminal breach of trust. Money laundering has severe
consequences on the economy, including distortion of financial markets, inflation of asset prices,
weakening of banking systems, and encouragement of criminal activities. It also affects foreign
investment and damages the international reputation of a country. Large-scale cases such as banking
frauds and corporate scams often involve money laundering networks to conceal illicit gains. Despite
strong legal provisions, challenges such as cross-border transactions, use of advanced technology,
shell companies, and lack of international cooperation make detection and prevention difficult.
Offenders often exploit loopholes in financial systems to avoid detection. In conclusion, money
laundering is a critical white-collar crime that undermines the financial and economic structure of a
country. Effective enforcement of PMLA, stronger regulatory monitoring, international cooperation,
and advanced financial tracking systems are essential to combat this crime and ensure economic

transparency and security.

3.5 Tax Evasion and Black Money:

Tax evasion and black money are major forms of white-collar crime that seriously affect the economic
stability and development of a country. Tax evasion refers to the illegal practice of deliberately
avoiding payment of taxes by individuals or businesses through methods such as underreporting
income, inflating expenses, falsifying accounts, or hiding assets. Black money refers to income that
is earned through illegal means or legally earned but not disclosed to tax authorities, thereby
remaining outside the formal economy. These offences lead to loss of government revenue, unequal
distribution of wealth, and increased economic inequality. In India, tax evasion is commonly seen in
sectors such as real estate, businesses with cash transactions, and high-value financial dealings.
Individuals and corporations often use methods like benami transactions, shell companies, and
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offshore accounts to conceal income. A major legislative
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framework to curb such practices is the Income Tax Act, 1961, which provides provisions for
assessment, penalties, and prosecution for tax evasion. To specifically address hidden property
transactions, the Prohibition of Benami Property Transactions Act, 1988 is also enforced. Black
money is often generated through corruption, illegal trade, smuggling, and fraudulent financial
activities. To combat this, the government has strengthened laws like the Prevention of Money
Laundering Act, 2002, which allows authorities to trace, attach, and confiscate proceeds of crime. The
Enforcement Directorate plays a key role in investigating cases related to black money and money
laundering. Additionally, the Central Board of Direct Taxes (CBDT) is responsible for administering
direct tax laws and preventing tax evasion. Tax evasion and black money have serious consequences
on the economy, including reduced government revenue, increased inflation, weakening of public
services, and distortion of economic planning. They also encourage corruption and inequality, as only
honest taxpayers bear the burden of taxation while offenders accumulate illegal wealth. Globalisation
and digital financial systems have further complicated detection, as black money can be transferred
across borders through complex financial networks. Despite strong legal provisions, challenges such
as lack of effective enforcement, corruption, use of advanced technology by offenders, and difficulty
in tracing offshore assets continue to hinder control measures. The government has introduced reforms
like demonetisation, stricter compliance rules, and international cooperation agreements to address
these issues. In conclusion, tax evasion and black money are serious economic offences that
undermine the financial health of the nation. Strengthening enforcement mechanisms, improving
transparency, promoting digital transactions, and increasing public awareness are essential steps to

effectively combat these crimes and ensure economic justice.

3.6 Insider Trading and Securities Fraud:

Tax evasion and black money are significant forms of white-collar crime that directly affect the
economic stability and governance of a country. In line with the concept developed by Edwin H.
Sutherland, these offences are non-violent, financially motivated, and typically committed by
individuals or entities in positions of economic power to gain unlawful benefits. Tax evasion refers to
the illegal act of deliberately avoiding the payment of taxes by concealing income, inflating
deductions, falsifying accounts, or using other deceptive means. It is a punishable offence under
Indian law, as it deprives the government of legitimate revenue required for public welfare and
development. Individuals and corporations may engage in tax evasion to increase profits or reduce

financial liabilities, often by exploiting loopholes or manipulating financial records. Black money,
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on the other hand, refers to income that is not reported to tax authorities and is often generated through
illegal activities such as corruption, bribery, smuggling, and unaccounted business transactions. This
unreported income is typically held in cash or transferred to undisclosed accounts, sometimes in
foreign jurisdictions, to avoid detection. The causes of tax evasion and black money are multifaceted.
High tax rates, complex tax laws, lack of transparency, corruption, and weak enforcement
mechanisms contribute to the problem. Additionally, the existence of a parallel economy and the use

of cash-based transactions facilitate the generation and circulation of black money.

The impact of these crimes is severe and far-reaching. They lead to substantial loss of government
revenue, which affects public spending on infrastructure, education, healthcare, and social welfare.
They also contribute to economic inequality, as those who evade taxes gain unfair advantages over
honest taxpayers. Furthermore, black money promotes corruption, distorts economic data, and
undermines the integrity of financial systems. To combat these issues, the Indian government has
implemented various legal and policy measures. These include stringent provisions under the Income
Tax Act, anti-corruption laws, and initiatives such as demonetisation and stricter disclosure norms.
Agencies like the Income Tax Department of India and the Enforcement Directorate play a key role
in investigation and enforcement. International cooperation has also been strengthened to track
undisclosed foreign assets and curb tax evasion. Despite these efforts, challenges remain due to the
hidden nature of such activities, lack of awareness, and evolving methods of financial manipulation.
The use of digital platforms and offshore financial systems has further complicated detection. In
conclusion, tax evasion and black money represent a serious dimension of white-collar crime in India.
Their control requires not only strict legal enforcement but also simplification of tax systems,
increased transparency, public awareness, and strong political will to ensure economic justice and

accountability.

CHAPTER 4
CAUSES AND CONTRIBUTING FACTORS OF WHITE-
COLLAR CRIME

4.1 Economic Causes (Greed and Profit Motive):

Among the major causes of white collar crimes are economic reasons greed and the pursuit of profit.

As Edwin H. Sutherland stated, white-collar crime is often committed by those in positions of power
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when they utilize their position to generate income. White Collar Crimes differ from
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conventional crimes, since many white-collar crimes are committed for the purpose of obtaining great
wealth, increasing business profits, or securing financial superiority; conventional crimes are driven
primarily by a need for financial resources (e.g., food/shelter/transportation). Greed also plays an
important role in encouraging people and corporations to engage in immoral or illegal activities.
Because of the highly competitive nature of our present day economy, businesses constantly face
pressure to maximize profit; provide shareholder value; and maintain profitable growth. Increased
pressure can cause corporate executives or professionals to handle financial records in a manner that
is not accurate; to commit fraud; to defraud taxpayers; or to engage in insider trading/stock
manipulation. Many times, immediate financial gains will take precedence over ethical/legal
considerations. The profit motive is also heightened by competition among businesses and by the need
to meet economic expectations. Businesses desire to be more profitable than competitors; to generate
greater interest from investors; and to maintain a high stock price. When businesses cannot
accomplish these goals through legitimate means, they may resort to illegal activities such as
falsifying accounts or misrepresenting financial circumstances. Some of these illegalities were clearly
demonstrated during the Satyam Scam and in other large corporate scandals in which companies
falsified their financial statements.

4.2 Social Causes (Status Pressure and Inequality):

The rise of white-collar crime is greatly affected by social factors, specifically status pressure and
inequality. Edwin H. Sutherland points out that individuals in professional positions likely do not
engage in criminality out of necessity but instead do so because they are placed under social pressures;
this can be seen in individuals with power, authority and social respect who commit crimes due to
the expectations placed upon them as a result of their status. Status pressure refers to the drive to
attain a level of social prestige and recognition that is associated with being successful. Today's
society equates success with monetary wealth, power, and material goods. Therefore, people in
positions of authority—executives, professionals, and government officials—may feel they are
compelled to continue to have a luxurious lifestyle or meet the expectations of society beyond what
is realistically possible, which places an enormous amount of pressure on them to commit unethical
acts (such as fraud, embezzlement, or corruption) in order to maintain their status within that society.
Another contributing factor is the disconnect between rich and poor in terms of overall wealth. The
growing disparity between the rich and poor contributes to a culture that strongly emphasizes the
accumulation of wealth as a goal. Employees in positions of authority may use their access to resources
and information about their employers or clients to obtain an unfair advantage over others.

Additionally, hearing about others benefiting from illegally obtained
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wealth creates a normative influence that reinforces an individual’s understanding of the acceptability
of their participation in white-collar crime. Furthermore, often the social responsibility associated

with committing white-collar crime;

4.3 Political Influence and Corruption:

Political corruption and influence is a major contributor to white-collar crime in India. Edwin H.
Sutherland states that those in positions of power and authority will often abuse their authority for
their own gain. This abuse of power is especially evident when political influence is involved in the

criminal activity.

'Political influence' refers to the ability of the rich, powerful, or large corporations to affect the
decisions made by governmental authorities, regulatory agencies, and law enforcement agencies.
Political influence can be used to help the offender gain an unfair advantage through preferential
treatment, grants of licenses, or contracts, or by avoiding government scrutiny. In many white-collar
crime cases, offenders who are politically connected are able to delay investigations against them; they
are able to manipulate the evidence; and they are able to avoid punishment altogether due to their

connection with political figures.

Corruption, which includes bribery, embezzlement, abuse of authority, and misuse of public office, is
interrelated with white-collar crimes. Public officials may accept bribes to grant illegal favours, to
overlook conflicting acts, or to facilitate fraudulent acts. As a result, the illegal practice creates a
culture of normality, and the accountability for such practises diminishes. The relationship between
business and politics further compounds the problem. Businesses use corporate funds to influence
politicians, and politicians may use their authority to protect businesses in exchange for campaign

contributions or personal benefits.

4.4 Weak Legal Enforcement as a Cause of White-Collar Crime:

One of the major causes for the increase in white-collar crime is weak enforcement of the law. While
laws to regulate how companies and individuals conduct themselves in business exist, their effect is
diminished due to the lack of effective enforcement. White-collar criminals take advantage of

loopholes, delays, and lack of accountability in the legal system. For example, a typical financial
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crime takes several years to be investigated and prosecuted. The delay between
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when the crime was committed and when charges are brought against the perpetrator is enough to
discourage potential offenders from being deterred by the criminal justice system. Cases such as the
2G Spectrum Case and the Satyam Scam illustrate this point; both went for lengthy periods of time
before the public was able to see that the justice system could hold criminals accountable for their

actions, or in some instances, fail to do so.

Another contributing factor is that most enforcement agencies do not have the required staffing with
sufficient expertise to adequately detect and prosecute white-collar crime due to the complexity of
evidence required to do so and the expertise related to finance, taxation, and technology. Often, these
agencies lack trained staff to collect evidence that is in compliance with the requirements of the
judicial system, or a forensic program that is capable of collecting the evidence necessary to
successfully prosecute offenders. Similarly, the political influence of powerful individuals and
corporations can often interfere with normal criminal justice processes and/or the public perception
of the functioning of laws designed to deter criminal behavior. Those who have the means to do so
can shape or, more often than not, manipulate the investigation of their fraudulent behavior as well as
avoid the harsh consequences of being appropriately punished for their illegal activity. In addition, the
penalties through the legal system are often inadequate as deterrents due to the disproportionate
amount of profit earned from the commission of illegal activity. Because there is minimal risk of
being punished or fined for committing an illegal act, white-collar criminals perceive these amounts
as a cost of doing business. Finally, the lack of coordination of regulatory agencies responsible for

policing white-collar crime makes effective deterrence impossible.

4.5 Lack of Corporate Ethics and Governance:

Corporate ethics, which is defined as the moral code of conduct for business entities, is thrust into
the spotlight when corporate governance falls short; because without an effective corporate
governance framework, organizations are more susceptible to fraud, corruption, and financial
misconduct. As a starting point, a poor or absent ethical corporate culture creates a breeding ground
for unethical corporate behavior. When an organization puts profit before integrity, employees or
upper management will often rationalize for themselves why it is acceptable to commit further
unethical behavior (e.g. falsifying accounts, insider trading, and bribery). Ethical standards can
generally be said to start from the top down.
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Next, a lack of leadership and accountability has a significant contribution to unethical conduct.
Senior management is responsible for creating the environment in which corporate conduct takes
place, which means if senior management is not providing leadership in enforcing ethical standards,
then it makes it easy for unprincipled individuals to take advantage of their position. A classic
example of this is the Satyam Scam in which members of senior management manipulated the
company's financial statements in order to cover up for their gross mismanagement of the company.
In addition to poor ethical culture and unethical conduct by management, other factors like the lack
of adequate internal controls and monitoring will facilitate unethical behavior. Without proper internal
controls, good boards of directors, and independent auditors, organizations have little or no checks and
balances in place, thereby allowing many opportunities for financial irregularities and embezzlement.
Finally, a lack of transparency and conflict of interest can diminish the governance of organizations.
When those in positions of decision-making power act based on their personal interests rather than

on the company's best interest, unethical behavior ultimately results.

CHAPTERS

LEGAL FRAMEWORK IN INDIA

5.1 Indian Penal Code (IPC), 1860:

The Indian Penal Code is a comprehensive criminal law enacted over 150 years ago. It provides all
statutory offences and punishments under which actions are deemed to be criminal in India. The
general structure of the law, established during British colonization of India, has not changed and
continues to be relied upon in the administration of justice across the entire country. This law will be
used extensively when a person engages in white-collar crimes (e.g., fraud, cheating, forgery, and

breach of trust).

Cheating (Sections 415 and 420) Cheating occurs when someone deceives another person to obtain
property through dishonestly obtained means. Section 420 of the IPC specifically addresses cheating
and/or dishonestly inducing delivery of property. This offence is frequently seen in connection with
financial fraud, scam artists, and attempting to misrepresent through dishonestly obtaining property

from another party.

Page | 38



http://www.whiteblacklegal.co.in/

www.whiteblacklegal.co.in

Volume 3 Issue 6 | April 2026 ISSN: 2581-8503

Criminal Breach of Trust (Sections 405 and 409) Section 405 of the Indian Penal Code refers to the
offence of criminal breach of trust. It clearly identifies the offence of committing a breach of trust by
someone who has been entrusted with property and then uses that property for their own purposes. In
addition, Section 409 creates a higher standard for criminal breach of trust and applies specifically to
individuals (i.e., public servants, bankers, and/or agents) who are in positions of public trust as
compared to an individual who was just handed property. Criminal breach of trust is commonly

associated with embezzlement and/or misappropriation of funds.

Forgery (Sections 463 through 477A) Forging a document, account, or electronic record is referred to
as forgery. Section 468 of the IPC refers to forgery for the purpose of cheating, Section 471 refers to
the usage of a forged document as being genuine and Section 477A refers to the falsification of
accounting records. Each of these three sections is critical to prosecuting and ultimately convicting a

defendant for white-collar crime (i.e., corporate fraud and financial manipulation).

Criminal Misappropriation (Section 403) Using another person’s property for one’s personal benefit
is referred to as criminal misappropriation. This offence is commonly associated with financial
misconduct and/or the improper and/or illegal use of funds.

Fraudulent Acts (Section 421 through 424) Fraudulent acts involve the dishonest removal of property

from the possession of another person.

5.2 Prevention of Corruption Act, 1988 (India):?

The PCA, or Prevention of Corruption Act, was enacted in 1988 and remains the main anti-corruption
law in India to combat Corruption by Public Officials. The Act makes ‘Bribery’, ‘Abuse of Position’
and corrupt practices a crime and is one of the main pillars in the fight against white-collar crimes.
Objectives of the Act- To prevent corruption within public services.To punish Public Servants who are

involved in corruption.To promote Transparency and Accountability within the Governance system.

2 Prevention of Corruption Act,1988
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Definition of Public Servants (Section 2). The Act defines Public Servant in various ways including
employees of government, Judges, Members of Parliament and Members of State Legislative
Assembly as well as employees of Public Appropriation Undertakings. Offence of Bribery (Section
7/Section 8).Section 7: A public servant takes payment or gets a benefit as a consequence of an action
taken on the basis of being a public servant. Section 8: A public servant receives a benefit as the result
of a person offering them a benefit (this applies equally to private individuals) No difference between
giving or receiving a bribe. Both giving and receiving are unlawful. Criminal Misconduct (Section
13) Acts of Criminal Misconduct include: Abuse of authority for the purpose of benefit to oneself.
Having/assets the value of which are greater than an ordinary public servant would have. Theft of
public assets/resources. Punishment- Both Rigorous Imprisonment (First Offence, 3 years and for a
Second Offence 5 years) and fines are prescribed under the Act; amendments to the Act have
enhanced punishments offering longer sentences (if applicable), introducing minimum sentence
requirements for all offences under the Act. Prior Sanction (Section 19) In order for a public servant
to be prosecuted, the prosecution must be approved by the supervisory authority prior to instituting
the prosecution. The protection provided to the honest public servants is a benefit to many public
servants. However, some public servants have alleged that the process is designed to delay the
prosecution of honest public servants. Amendments to the Act of 2018, The Prevention of Corruption
(Amendment) Act, 2018 improved the anti-corruption law by: Criminalising the bribe payer

(previously only the bribe payee);

5.3 The Companies Act of 2013:

The Companies Act of 2013 sets out the main law governing companies in India and was created to
provide clarity on how businesses should operate within a legal framework. The Companies Act also
serves to deter white-collar crime by establishing rules and regulations to prevent fraud,
mismanagement, financial irregularity and other forms of corporate abuse; this is especially true
within Section 447, which defines fraud and lays fines and imprisonment for individuals committing
corporate fraud as a means of deterring future acts of corporate conduct through the consequences of
having engaged in such acts.

The Companies Act provides an extensive framework for the registration and conduct of companies;

it also provides clear responsibilities for directors of companies to act in good faith, with reasonable

diligence, and without conflict; in addition, it provides for the appointment of

Page | 40



http://www.whiteblacklegal.co.in/

www.whiteblacklegal.co.in

Volume 3 Issue 6 | April 2026 ISSN: 2581-8503

independent directors, the establishment of audit committees and the conduct of internal audits to
ensure that appropriate checks and balances are in place. The Companies Act further provides that
Financial Statements must be prepared according to generally accepted accounting principles and that
they must be audited in accordance with the rules set out in the Companies Act; this, in turn, reduces
the likelihood that a company will manipulate its Financial Statements.

The introduction of Corporate Social Responsibility as a statutory requirement in Section 135 of the
Companies Act shows the emphasis on ethical behaviour in business and accountability to society;
shareholders and depositors can bring class action lawsuits against companies that have committed

fraud.

5.4 Securities Laws (SEBI Act, 1992)3

The Securities and Exchange Board of India Act of 1992 is a significant piece of legislation that
regulates the securities marketplace in India and is designed to protect investors from fraudulent
and unfair trading practices. This act established a government body called the Securities and
Exchange Board of India (SEBI) that has been assigned the role of regulatory authority for all
stock exchanges, listed corporations, and market intermediaries. Under this act, SEBI has been
given the authority to ensure transparency by maintaining the integrity of the market and
preventing white-collar crimes such as insider trading, price manipulation, and securities fraud.
SEBI is also empowered to establish rules and regulations, inspect businesses, levy fines upon
those that operate out of compliance with the law, and take disciplinary action against violators.
SEBI requires publicly traded corporations to provide adequate disclosure information to allow
investors to make informed decisions before investing. The provisions of this act prohibit various
types of unfair trading practices and reinforce corporate accountability in the capital markets.
Through stringent compliance regulations and oversight of capital market activities, the Securities
and Exchange Board of India Act, 1992 provides a basis for building investor confidence in the
capital markets while encouraging fair trading practices. Additionally, ongoing challenges with
complex markets, emerging financial products and services, and delays in enforcement actions
have the potential to limit the effectiveness of this law. In summary, the Securities and Exchange
Board of India Act, 1992, is a fundamental law for preserving the ethics and integrity of India's

capital and financial markets while being an important tool to prevent white-collar crimes in these
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3Times of India.
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areas.

5.5 Prevention of Money Laundering Act (PMLA), 2002:

The Prevention of Money Laundering Act 2002 (PMLA) is an important piece of legislation in India
designed to prevent money laundering and control the flow of illegal funds into the legitimate
economy. The Act seeks to combat processes through which proceeds of crime are concealed and/or
converted into untainted or clean property. The Act enables the identification, attachment, and
confiscation of properties that are derived from crime and seeks to disrupt the financial underpinning
of all forms of white-collar crime. In addition, the Act provides law enforcement authorities with the
ability to investigate money laundering, as well as pursue appropriate sanctions against individuals
and businesses that are involved in money laundering. The agency with primary responsibility for
enforcement of the PMLA is the Enforcement Directorate (ED) which is authorized to conduct
searches and seizures as well as arrest individuals who are involved in money laundering. The PMLA
requires that banks, financial institutions, and other intermediaries maintain records of business
transactions, verify the identity of their customers by using KYC (Know Your Customer) procedures
or norms, and report any suspicious transactions. In addition to facing severe penalties for committing
an offence under the PMLA (including both imprisonment and monetary fines), an individual charged
with violating the PMLA may also be prosecuted under other applicable statutes such as the Indian
Penal Code, 1860 to address the underlying criminal activity which gave rise to the illegal source of
funds. While the PMLA has improved India’s ability to combat financial crime and recover the money
generated through black market activities, there are still ongoing concerns about the procedural delays

in investigations and the misuse of power by law enforcement officials.

5.6 The Information Technology Act, 2000:

The major legislation on cyber law and electronic governance in India is the Information Technology
Act, 2000 which addresses the growth of digital technologies and the internet. In addition to being
the main source of law for electronic governance in India, this Act is critical in preventing crime in
the digital space (white-collar crime), including: hacking, identity theft, online fraud, data breaches,
and cyber terrorism. In addition, by giving legal recognition to electronic records and digital

signatures, the Act allows for e-commerce and e-governance by
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achieving security and authenticity in all electronic transactions. The Act describes the many different
cyber crimes that exist under this law, along with the associated penalties for such crimes, including:
unauthorised access to a computer system; data theft; and the transmission of bad/viruses. The Act
includes key provisions for the punishment of identity theft, the crime of fraud through impersonating
someone with the use of their computer resources, and violation of privacy. The Act also includes the
establishment of a legal framework by which disputes can be resolved and Appellate Cyber
Authorities created to hear and decide the appeals relating to the above. The laws of the Indian Penal
Code, 1860, govern enforcement by law enforcement, and the Indian Computer Emergency Response
Team (CERTIN) provides coordination for responses to incidents of cyber security. While the
Information Technology Act, 2000 is an important tool in the effort to address and combat cyber
crime, the rapid pace of technology, the lack of awareness regarding the Act, and jurisdictional
problems pose significant challenges to the enforcement of the Act. Overall, the Information

Technology Act, 2000 represents a significant legal tool against cyber crime.

5.7 Benami Transactions (Prohibition) Act, 1988:

The Benami Transactions Act of 1988, or the Prohibition of Benami Property Transactions Act
(abbreviated to the "Benami Transactions Act"), is a vital piece of legislation for India through
prohibiting benami transactions, which prevents the use of illicit funds to purchase or sell real
property. A "benami transaction™ is a transaction where a person pays for property that is then titled
to a third person; typically done in order to hide funds from the government. The Benami Transactions
Act makes asking the parties to the benami transaction to identify the person who would be subject to
the title of the property to be confiscated and/or the property itself as part of civil action. In addition
to providing authority to confiscate property, the Benami Transactions Act also provides additional
penalties (both civil and criminal) for the offenders involved in the benami transaction. After
amendments were passed in 2016 to implement substantial examples of how to define what constitutes
a "benami transaction”, establish agents of the government to adjudicate these cases, and strengthening
the other implementation of the Act (e.g. your local tax law for income earned on property), there is
now more certainty in defining and prosecuting these violations than in the past. The Act also operates
in conjunction with the Prevention of Money Laundering Act, 2002 and the Income Tax Act, 1961
for the purpose of stopping the use of funds generated through black market, thereby creating
additional transparency to the public and helping to prevent the concealment of unlawfully acquired

wealth, thus reducing the prevalence of white collar crimes. Even with the benefit of
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having strong laws to fight white collar crime, there are still challenges to the successful
implementation of the Act due to: (i) the voluminous amount of evidence required to establish that a
benami transaction occurred; (ii) the caseload was such that, at times, there is a significant delay
between filing the case and the resolution of the case. In conclusion, the Act provides law enforcement
officials with a significant tool for preventing unlawful property deed for the purpose of eliminating

financial impropriety.

CHAPTER 6
REGULATORY AND ENFORCEMENT MECHANISMS

6.1 Investigative Agencies:

In India, agencies are critical to enforcing laws against white collar crime through investigation,
detection, and prosecution of intricate economic crimes. The Central Bureau of Investigation (CBI) is
the primary investigative agency and has jurisdiction over many high profile cases related to
corruption, fraud and financial crime, especially where a public official is involved, or where there are
large scale scams. The CBI’s responsibility to conduct investigations and bring charges against
offenders is governed by the Delhi Special Police Establishment Act, 1946 and is frequently referred
to as the most important agency for public administration accountability. The Enforcement Directorate
(ED) is charged with enforcing money laundering as a financial crime, as well as violations of the
Foreign Exchange Management Act, 1999, primarily through enforcement of the Prevention of Money
Laundering Act (2002) and the Foreign Exchange Management Act. The ED has extensive searching,
seizing and attaching authority for property that is derived from unlawful behaviour. The Serious
Fraud Investigation Office (SFIO) is also a critical component in the enforcement of laws relating to
white collar crime in India, and specializes in investigating large, complex, layered corporate frauds
and misconduct. All of these investigations are conducted using cooperation among all investigative
agencies in order to ensure all white collar offenses are subject to thorough investigations and
prosecuted. While all of these agencies provide important contributions to enforcing laws related to
white collar crime, they encounter challenges such as overlapping jurisdiction, lack of cooperation,
and delayed investigative processes. Investigative agencies are therefore the backbone of India's

enforcement system for fighting white collar crime.

6.2 Financial and Market Regulators:
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Regulators of the financial and market sectors are significant contributors to ensuring that the
economy functions optimally in India and that white-collar crimes are prevented from occurring. The
Securities & Exchange Board of India (SEBI) is the main regulator of the securities market and was
established on April 12, 1992, by virtue of the SEBI Act, 1992; it regulates stock exchanges, listed
companies and intermediaries that communicate with investors and implements fair trade practices
for investors and others. SEBI also has the power to develop regulations and inspect the entities that
it regulates, impose penalties and investigate any violation of regulations including insider trading or
fraudulent activity. The Reserve Bank of India (RBI), in addition to being the central bank, is
responsible for regulating banks and other financial institutions and ensuring that the money supply
in the economy is stable; this includes using measures to prevent financial misconduct or
mismanagement. The RBI oversees the operations of banks, controls credit flow into the economy, and
enforces compliance with regulatory standards as a way to minimize the risks of financial fraud or
mismanagement. As a result of the implementation of regulations, oversight, enforcement, and penal
structures, these regulators provide the foundation for a structured, secure financial environment that
promotes transparency and monitors the activities of the markets. While there are challenges to how
these regulators create and enforce these regulatory structures, the primary ones being the introduction
of technologically-based financial instruments and evolving financial technologies, limitations of
enforcement, etc., overall these regulations and their regulators are critically important to protecting

the nation’s economy and preventing the commission of white-collar crimes in the country.

6.3 Anti-Corruption and Vigilance Bodies:

The role of anti-corruption and vigilance organizations is essential to the detection, prevention, and
investigation of corruption in the public sector in India. The Central Vigilance Commission (CVC)
is the chief vigilance agency that supervises vigilance activities for the central government and
provides guidance to various agencies on issues related to corruption. The CVC ensures that public

officials act with integrity and are accountable for their actions.

The Central Bureau of Investigation (CBI) assists the CVC by investigating cases of corruption
committed by senior public officials (and large-scale financial irregularities). The majority of CBI
investigations are conducted at the request of the CVC and involve abuse of power in public
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administration. Anti-Corruption Bureaus (ACBs) exist at the state level to investigate cases of
corruption against officials of state governments. These agencies have been established under the
provisions of the Prevention of Corruption Act of 1988 to provide legal authority for the prosecution
of people who engage in bribery and other corrupt practices, and to prosecute anyone who abuses
their position or possesses disproportionate assets. Together, these entities promote transparency,
enforce ethical behavior, and enhance accountability in governance. However, there are many
obstacles to their success such as procedural delays in investigations and limitations on resources that
can hinder their effectiveness. Anti-corruption and vigilance organizations are important parts of

India's enforcement structure to assist in the fight against corruption and to maintain the rule of law.

6.4 Cybercrime and Technology Enforcement:

In India, with the growth of digital processes and internet-based services, new types of white-collar
crime are being created such as hacking, identity theft, internet fraud, and data breaches. Cybercrime
and technology enforcement mechanisms have become increasingly important within India due to this
rapid increase in digital transactions and on-line activity. Creating cyber effective enforcement of
cybercrimes is dependent on the response to cybercrime and the enforcement of cybercriminal law.
The Indian Computer Emergency Response Team (CERT-In) is the national nodal agency
responsible for responding to cybersafety and for issuing alerts and coordinating measures for the
protection of digital infrastructure. For these reasons, CERT-In operates in both a proactive and
reactive manner, as it monitors cyber threats while providing assistance to organizations in improving
their security systems. The primary source of the legal framework for initiating a response to
cybercrime is the Information Technology Act of 2000, which identifies different types of cybercrime
and prescribes penalties for conduct such as unauthorized access to electronic information, data theft,
identity theft, cyber terrorism and other similar activities. In addition to the legal framework that
establishes the way to respond to cybercrime, law enforcement agencies work with specially created
cyber cells and digital forensic units to investigate and take legal action against those who engage in
cybercriminal activity. Cybercrime and technology enforcement mechanisms provide protection for
electronic data, provide security of online transactions, and provide confidence in the use of digital
systems. Additionally, several challenges are affecting cybercrime enforcement and technology-
related crime, including the pace of technological advancement, cross-border jurisdiction issues, lack
of adequate technical expertise, and a low awareness level of the potential involvement of users in

cybercriminal activity. Overall,
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both cybercrime and technology enforcement mechanisms are key elements of India's overall

regulatory framework in fighting against white-collar crime in the digital age.

6.5 Judicial and Quasi-Judicial Bodies:

In India, judicial and quasi-judicial bodies are a keystone of law enforcement concerning the
prosecution of white-collar crime; they perform important functions to ensure adjudication, dispute
resolution, and the administration of justice. The courts at different levels deal with the criminal
prosecutions of crimes, including, but not limited to, fraud, corruption, and money laundering. As part
of their mandate, the courts also interpret legislation and ensure that due process is met for those who
are charged with white-collar crimes, the accused. For instance, the National Company Law Tribunal
(NCLT) provides adjudication over corporate disputes and insolvency proceedings, as well as actions
related to the oppression and mismanagement of shareholders by officers and directors, under the
provisions of the Companies Act, 2013. Similarly, the Securities Appellate Tribunal (SAT) is an
appellate forum that provides for the determination of appeals from orders issued by the Securities
and Exchange Board of India (SEBI) to ensure fairness and efficiency in the regulation of the
securities markets. Additionally, as part of its mandate, special courts have been established pursuant
to the Prevention of Money Laundering Act, 2002 (PMLA) to adjudicate financial crimes
expeditiously. Judicial and quasi-judicial bodies can, thereby, assist in alleviating the burden on
regular courts by pushing the jurisdictional limits of these bodies by facilitating quick and expert
decisions on unique and complicated financial issues. Nevertheless, these bodies may face significant
inefficiencies due to a multitude of issues, including extensive case backlogs, lengthy litigation
processes, and inadequate physical resources. Overall, judicial and quasi-judicial bodies are integral
to ensuring that there is a legal accountability framework and the due administration of justice for

victims of white-collar crime in India.

CHAPTER Y

CHALLENGES IN REGULATION OF WHITE-COLLAR CRIME

7.1 Investigation and Evidence Issues:
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Investigation and evidence-related difficulties are among the most significant challenges in
addressing white-collar crime. As observed by Edwin H. Sutherland, these crimes are typically
committed by individuals in positions of authority using complex methods, making detection and
proof far more difficult than in conventional offences. One major issue is the complex nature of
financial transactions. White-collar crimes often involve intricate accounting systems, layered
transactions, shell companies, and cross-border transfers, which make it difficult for investigators to
trace the flow of money and establish a clear link between the accused and the offence. Understanding
such financial structures requires specialized knowledge in accounting, finance, and digital systems.
Another challenge is the lack of direct evidence. Unlike traditional crimes, white-collar offences
rarely leave physical evidence. Instead, they rely heavily on documentary and electronic records,
which can be easily manipulated, altered, or destroyed. The growing use of digital platforms further
complicates evidence collection, as data may be stored across multiple servers and jurisdictions.
Technical and forensic limitations also hinder effective investigation. Investigating agencies often
face shortages of trained personnel skilled in forensic accounting, cyber forensics, and data analysis.
This affects the ability to gather, preserve, and present evidence in a legally admissible manner.
Additionally, there are jurisdictional and procedural challenges, especially in cases involving
international transactions. Obtaining evidence from foreign countries requires cooperation through
legal frameworks such as mutual legal assistance treaties, which can be time-consuming and complex.
The involvement of powerful individuals and organizations further complicates investigations.
Influential accused persons may use legal expertise and resources to delay proceedings, challenge
evidence, or exploit procedural loopholes. Agencies such as the Central Bureau of Investigation and
Enforcement Directorate often face pressure and constraints in handling such high-profile cases. The
impact of these issues is significant. Weak investigation and insufficient evidence often lead to
delayed trials and low conviction rates, thereby reducing the deterrent effect of the law. In conclusion,
investigation and evidence issues pose serious obstacles in controlling white-collar crime. Addressing
these challenges requires strengthening technical expertise, improving forensic capabilities,
enhancing international cooperation, and ensuring independence and efficiency of investigative

agencies.

7.2 Delay in Judicial Process:

Delay in the judicial process is one of the most critical challenges in the effective regulation of white-
collar crime in India. These crimes, as explained by Edwin H. Sutherland, are complex, financially

sophisticated, and involve high-ranking individuals or corporations, which naturally
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leads to prolonged legal proceedings. One major reason for delay is the complexity of white-collar
crime cases. Such cases involve voluminous financial records, technical evidence, expert testimony,
and detailed forensic analysis. Courts require significant time to examine and verify this material,
which slows down the trial process. Another important factor is the overburdened judiciary system
in India. A large number of pending cases across various courts leads to significant delays in hearing
and disposal of white-collar crime matters. Limited judicial infrastructure and shortage of judges
further aggravate the problem. Procedural issues also contribute to delays. White-collar crime cases
often involve multiple stages of investigation, sanction, filing of chargesheets, and trial proceedings.
Frequent adjournments, appeals, and procedural objections by defence counsel further extend the
duration of cases. The involvement of powerful individuals and corporations also plays a role in
delaying justice. Accused persons may use legal strategies such as filing repeated petitions,
challenging evidence, or seeking stays on proceedings, which prolong the judicial process.
Enforcement agencies like the Central Bureau of Investigation and Enforcement Directorate often
face procedural hurdles that slow down prosecution. Delay in judicial process has serious
consequences. It reduces the deterrent effect of law, allows offenders to remain free for long periods,
and undermines public confidence in the justice system. In some cases, prolonged delays may even
result in loss of evidence or weakening of prosecution cases. In conclusion, delay in the judicial
process is a major obstacle in effectively controlling white-collar crime. Strengthening judicial
infrastructure, introducing fast-track courts for economic offences, reducing procedural delays, and
improving coordination between investigative agencies and courts are essential reforms needed to

ensure timely justice.

7.3 Low Conviction Rates:

Low conviction rates are a persistent challenge in the effective control of white-collar crime in India.
Although such offences cause enormous economic and social harm, the number of successful
prosecutions remains comparatively low. As highlighted in the conceptual framework of Edwin H.
Sutherland, white-collar crimes are committed by individuals in positions of trust and authority, often
using sophisticated methods that make prosecution difficult. One of the primary reasons for low
conviction rates is the difficulty in proving intent (mens rea). White-collar crimes often involve
complex financial transactions and corporate decisions where criminal intent is not easily identifiable.
Establishing that the accused deliberately committed fraud or deception becomes legally challenging.
Another major issue is the lack of strong and admissible evidence. These crimes rely heavily on
documentary and digital records, which may be manipulated, incomplete, or difficult to interpret. In

many cases, prosecution agencies struggle to present clear
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and conclusive evidence before the court. The technical complexity of cases also contributes to low
convictions. Judges and prosecutors may require expert knowledge in accounting, finance, and cyber
forensics to fully understand the evidence, which is not always readily available. This creates gaps in
effective presentation and evaluation of cases. Institutional challenges further weaken conviction
outcomes. Investigative agencies such as the Central Bureau of Investigation and the Enforcement
Directorate often face resource constraints, procedural delays, and legal challenges that affect the
quality of prosecution. Additionally, the ability of accused persons to influence proceedings through
high-quality legal representation, procedural delays, and appeals often results in weakened
prosecution cases over time. Long judicial delays can also lead to loss of evidence and witness
unreliability, further reducing the chances of conviction. The impact of low conviction rates is serious.
It weakens the deterrent effect of law, encourages repeat offences, and reduces public confidence in
the justice system. Offenders may perceive white-collar crime as a “low-risk, high-reward” activity.
In conclusion, low conviction rates significantly hinder the effectiveness of legal enforcement against
white-collar crime. Strengthening investigative capacity, improving evidence collection techniques,
ensuring speedy trials, and enhancing coordination between agencies and the judiciary are essential

to improve conviction outcomes.

7.4 Lack of Coordination:

Lack of coordination among investigative, regulatory, and enforcement agencies is a major challenge
in effectively dealing with white-collar crime in India. As noted in the criminological perspective of
Edwin H. Sutherland, such crimes are complex, organized, and often span multiple sectors, making
coordinated institutional response essential for effective control. White-collar crime cases typically
involve multiple agencies such as the Central Bureau of Investigation, the Enforcement Directorate,
the Income Tax Department, and sectoral regulators like the Securities and Exchange Board of India.
However, these agencies often operate independently, leading to duplication of efforts, procedural
delays, and gaps in information sharing. One of the key issues is the absence of a unified investigation
mechanism. Different agencies may investigate the same case from different angles without effective
communication, resulting in fragmented findings and inefficiency. This lack of integration slows
down the overall process of investigation and prosecution. Another problem is the jurisdictional
overlap between agencies. In many white-collar crime cases, it is unclear which agency has primary
responsibility, especially when offences involve financial fraud, corruption, and cross-border
transactions simultaneously. This often leads to confusion and delays in initiating action. Additionally,
there is often poor coordination between investigative agencies and the judiciary, which affects the

timely submission and examination of
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evidence. Lack of synchronized efforts can weaken the prosecution’s case and reduce the
effectiveness of legal proceedings. The impact of poor coordination is significant. It allows offenders
to exploit procedural gaps, delays investigations, and reduces the likelihood of successful prosecution.
It also weakens the deterrent effect of law, making white-collar crime more attractive to offenders. In

conclusion, lack of coordination among enforcement and regulatory agencies.

7.5 Cross-Border Crimes and Jurisdictional Problems:

Cross-border crimes and jurisdictional issues have emerged as major challenges in the regulation of
white-collar crime in India due to globalization and the increasing integration of financial systems.
As explained in the conceptual framework of Edwin H. Sutherland, white-collar crimes are often
complex, organized, and capable of transcending national boundaries through sophisticated financial
networks and digital platforms. Cross-border white-collar crimes typically involve activities such as
money laundering, tax evasion, offshore banking frauds, cyber frauds, and illegal transfer of funds to
foreign jurisdictions. Offenders frequently use shell companies, tax havens, and international banking
systems to conceal the origin and movement of illegal funds. The rise of digital finance and
cryptocurrency has further complicated the tracking of such transactions. One of the primary
challenges is the issue of jurisdiction. When a crime involves multiple countries, determining which
nation has the authority to investigate, prosecute, and adjudicate becomes complex. Differences in
legal systems, procedural laws, and evidentiary standards further complicate enforcement. Another
major issue is the difficulty in obtaining evidence from foreign jurisdictions. Investigative agencies
often depend on international cooperation mechanisms such as Mutual Legal Assistance Treaties
(MLATSYS), extradition agreements, and information-sharing arrangements. However, these processes
are often slow, bureaucratic, and dependent on diplomatic relations between countries. Enforcement

agencies such as the Enforcement Directorate and the Central Bureau of Investigation face significant
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challenges in tracing assets and securing evidence located outside India. In many cases, offenders

Page | 53



http://www.whiteblacklegal.co.in/

www.whiteblacklegal.co.in

Volume 3 Issue 6 | April 2026 ISSN: 2581-8503

exploit legal differences between countries to avoid prosecution. The impact of these jurisdictional
problems is serious. They allow offenders to escape legal accountability, delay investigations, and
reduce the effectiveness of domestic enforcement mechanisms. This also weakens international
efforts to combat financial crimes and undermines global economic security. In conclusion, cross-
border crimes and jurisdictional issues significantly hinder the regulation of white-collar crime.
Strengthening international cooperation, improving extradition mechanisms, enhancing information-
sharing frameworks, and harmonizing legal standards across countries are essential to effectively

address these challenges.

RELEVANT CASE LAWS:

1. Satyam Scam (2009)*

Corporate fraud is what the Satyam scam referred to as one of India's largest corporate frauds ever
committed by a company's chairman, Ramalinga Raju. In 2009, he admitted that he had committed
fraud against his customers and his company by inflating profits and assets for several years. This
fraud, which amounted to X7,000 crore (USD 1.5 billion), misled investors and shareholders while
deceiving regulatory authorities. The primary purpose of the deception was to maintain Satyam's
position as a leading provider of IT services in India and continue attracting investors. The weakness
of corporate governance, ineffective audits and inadequate internal controls contributed significantly
to the fraud. The auditors of Satyam were criticized for not being able to detect any large-scale
violation of accounting rules. When this fraud was revealed, corporate India was thrown into crisis.
After the announcement of the fraud by the chairman of Satyam, investor confidence in the Indian
stock market dropped quickly. The government responded to the crisis by restructuring the board of
directors of Satyam and later facilitating Tech Mahindra's acquisition of Satyam. In addition to the
accused being prosecuted and convicted, the legal action surrounding this fraud resulted in increased
regulation of corporations and their governing boards, and more stringent auditing protocols.
Additionally, once the fraud was discovered, regulatory authorities such as the Securities and
Exchange Board of India became much more effectively regulated by the same authorities who have

other regulatory bodies regulated them.

2. Harshad Mehta Securities Scam

The Harshad Mehta scandal (1992), a large financial fraud in which stock market prices were
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manipulated through banks’ funds, was orchestrated by stockbroker Harshad Mehta. Loopholes in
banking procedures allowed Mehta to take advantage of the banks’ weaknesses. By presenting banks
with non-existent bank receipts, he could get them to provide him with funds that he could then use

to invest heavily in the stock market.

Combining fake receipts to generate artificial inflows of cash created an illusionary increase in the
overall value of stocks and stock markets. The revelation of this scheme led to a market crash and

significant losses for both institutional and individual investors.

This situation revealed severe flaws in the banking system, and the need for improved regulation and
oversight of the financial services industry. Consequently, various reforms were enacted, such as
giving broader authority to the Securities and Exchange Board of India and strengthening bank
regulations.Importance of this case: This incident changed the way India regulates finance and

reinforces the demand for rigorous control over stock market activities.

3. 2G Spectrum Case:

The 2G Spectrum Case is one of the most significant corruption and white-collar crime cases in India,
involving alleged irregularities in the allocation of 2G telecom spectrum licenses. The case is titled
State v. A. Raja & Others, and it relates to events that occurred between 2008-2009, with the judgment
delivered in 2017 by a special CBI court. The case exposed serious allegations of corruption, misuse
of official power, and financial loss to the public exchequer. The main accused included former
Telecom Minister A. Raja and several officials and private telecom companies. It was alleged that
spectrum licenses were allocated in an arbitrary manner, violating established procedures and norms.
Instead of using transparent auction methods, licenses were allegedly issued on a “first-come-first-
served” basis, which resulted in unfair advantages to certain companies. This process led to allegations
of huge losses to the government. The investigation was conducted by the Central Bureau of
Investigation (CBI), and the case also involved provisions under the Indian Penal Code, 1860 for
cheating, criminal conspiracy, and forgery, along with the Prevention of Corruption Act, 1988 for
abuse of official position and corruption by public servants. The case became a landmark example of
regulatory failure and political corruption in the allocation of natural resources. The case was widely
debated in courts and public forums, and in 2017, the special CBI court acquitted all accused due to
lack of sufficient evidence. However, despite the acquittal, the case significantly impacted public

policy and governance reforms, especially in the
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allocation of spectrum licenses. The 2G Spectrum Case highlighted the importance of transparency,
accountability, and fair procedures in government decision-making. It also strengthened the demand
for independent regulatory mechanisms and better oversight of public resources. In conclusion, the
2G Spectrum Case remains a landmark white-collar crime case in India, demonstrating how
administrative irregularities and lack of transparency in public resource allocation can lead to large-

scale allegations of corruption and economic loss.

4. Punjab National Bank Fraud Case (2018)

One of India’s most massive banking scams is the Punjab National Bank (PNB) fraud case. The
fraud was committed by businessman Nirav Modi and others through fraudulent letters of
undertaking (LoUs) issued by PNB bank officials without authorized approval. These LoUs
functioned as guarantees for obtaining credit from overseas branches of banks, resulting in losses
exceeding X13000 crore to PNB. The scam was unrecognized for many years due to insufficient
internal controls and monitoring. The scam uncovered systemic failures in banking protocols,
inadequate internal auditing processes and a lack of cooperation between banking systems such as

SWIFT and core banking systems.

After this scam occurred, regulators and the government implemented stricter rules and guidelines
surrounding bank operations and conduct risk management. Investigations have been completed by
several agencies including the Central Bureau of Investigation (CBI) and the Enforcement Directorate
(ED).

5. Ketan Parekh Securities Scam

The Ketan Parekh Securities Scam is a major white-collar crime case in India related to stock market
manipulation and securities fraud. The case is titled SEBI v. Ketan Parekh, and it came into light in
2001. It exposed serious irregularities in the Indian stock market involving circular trading, price
rigging, and misuse of banking funds to artificially inflate stock prices. Ketan Parekh, a stockbroker,
was accused of manipulating the prices of selected shares, commonly known as the “K-10 stocks,” by
creating artificial demand in the market. He allegedly used circular trading practices, where shares were
repeatedly bought and sold among a group of entities to create a false impression of high trading
volume and rising prices. This led to a sharp rise in stock prices, attracting unsuspecting investors and

causing severe market distortion when the bubble eventually burst. The investigation was carried out
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by the Securities and Exchange Board of India (SEBI)
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under the provisions of the Securities and Exchange Board of India Act, 1992. SEBI found that Parekh
had violated securities regulations, engaged in fraudulent and unfair trade practices, and misused
banking channels to fund his market operations. He was subsequently banned from trading in the
securities market for a specified period and penalized for his actions. The case also revealed
weaknesses in banking supervision, as cooperative banks and financial institutions were allegedly
used to route funds for stock market manipulation. This highlighted the need for stronger coordination
between SEBI and banking regulators such as the Reserve Bank of India. Legally, the case involved
violations of securities laws and provisions related to fraud and cheating under the Indian Penal Code,
1860. It became a landmark case in strengthening market surveillance and regulatory enforcement in
India. The Ketan Parekh scam had a major impact on investor confidence and led to reforms in stock
market regulation, including improved surveillance systems, stricter disclosure norms, and better risk

management practices.

6. Saradha Chit Fund Scam

The Saradha Chit Fund Scam is one of the biggest financial frauds in India, exposing large-scale
irregularities in unregulated deposit schemes and highlighting the need for stronger financial
regulation. The case is titled CBI v. Sudipta Sen & Others, and it emerged in 2013 in West Bengal. The
scam was operated by the Saradha Group, which ran multiple companies collecting money from the
public under the guise of chit funds, real estate, tourism, and media investments. In reality, it functioned
as a Ponzi scheme, where money collected from new investors was used to pay returns to earlier
investors, instead of generating legitimate profits. The main accused, Sudipta Sen, along with other
associates, attracted thousands of small investors, especially from rural and economically weaker
sections, by promising high and quick returns. The scheme eventually collapsed when the company
failed to repay investors, leading to massive financial losses and public outrage. The fraud involved
thousands of crores of rupees and affected lakhs of investors across eastern India. The case was
investigated by multiple agencies, including the State Police, and later handed over to the Central
Bureau of Investigation (CBI) due to its scale and inter-state dimensions. The investigation also
involved the Enforcement Directorate under the Prevention of Money Laundering Act, 2002 to trace
the flow of illegal funds and identify money laundering activities linked to the scam. Legally, the

accused were charged under provisions of the Indian Penal Code, 1860 for cheating, criminal
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conspiracy, and criminal breach of trust, along with
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violations of financial regulations governing deposit-taking companies. The scam also exposed
weaknesses in regulatory oversight of chit funds and collective investment schemes. The Saradha
scam had serious socio-economic consequences, including loss of savings for poor investors, public
unrest, and loss of trust in financial institutions. It also highlighted the need for stronger regulation of

financial schemes and better coordination among enforcement agencies.

7. NSEL Scam

The NSEL Scam refers to a major financial fraud that occurred in the National Spot Exchange Limited
(NSEL) in 2013, which exposed serious irregularities in commodity trading and weak regulatory
oversight in India’s financial market. The case is commonly referred to as SFIO Investigation v.
Jignesh Shah & Others. NSEL was promoted as a platform for spot trading in commodities, where
buyers and sellers could trade goods with assured delivery. However, the exchange was misused to
run illegal paired contracts and guarantee returns, which eventually turned into a large-scale payment
default crisis. The scam came to light when NSEL abruptly suspended trading and defaulted on
payments to investors, leading to losses of nearly thousands of crores. Investors were promised
assured returns, but the underlying transactions were found to be fictitious or not backed by actual
commodity movement. The promoters and related entities allegedly created a false impression of safe
investment, attracting large sums from traders and investors. The case was investigated by the Serious
Fraud Investigation Office (SFIO), which conducted a detailed probe into the financial irregularities
and corporate misconduct. The investigation revealed manipulation of trading mechanisms, misuse
of client funds, and violation of exchange regulations. The promoters, including Jignesh Shah and
others, were held responsible for their role in the fraudulent activities. Legal action in the case
involved provisions under the Companies Act, 2013 for corporate fraud and mismanagement, along
with provisions of the Indian Penal Code, 1860 for cheating, criminal conspiracy, and breach of trust.
In addition, regulatory authorities like the Securities and Exchange Board of India (SEBI) also played
arole in examining violations related to financial markets and investor protection. The NSEL scam
had serious consequences on investor confidence in commodity markets and highlighted the need for
stronger regulatory oversight of exchange platforms. It exposed gaps in monitoring mechanisms and

the lack of proper risk management systems in financial institutions.

CHAPTER 8
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CONCLUSION

8.1 Conclusion:

White-collar crime in India has emerged as a significant threat to economic stability, institutional
integrity, and public trust. As originally conceptualised by Edwin H. Sutherland, these offences are
non-violent but highly damaging, as they are committed through deception, misuse of authority, and
exploitation of legal and financial systems. The growth of such crimes has been particularly evident
in the post-1991 Economic Liberalisation in India era, where rapid economic expansion,
globalisation, and technological advancement have created new opportunities as well as regulatory
challenges. Although India has developed a strong legal and institutional framework, including laws
like the Prevention of Money Laundering Act, 2002 and enforcement mechanisms through bodies
such as the Central Bureau of Investigation and the Securities and Exchange Board of India, the
effectiveness of these measures is still limited by issues such as weak enforcement, delays in the
judicial process, lack of coordination, and cross-border jurisdictional challenges. From a socio-legal
perspective, white-collar crime reflects deeper structural issues such as greed, inequality, corruption,
and weak corporate governance. Its impact extends beyond financial loss to include erosion of public
confidence, distortion of markets, and weakening of democratic and economic institutions. The
increasing sophistication of such crimes further complicates detection and prosecution, demanding
continuous adaptation of legal and regulatory frameworks. In conclusion, while India has made
significant progress in addressing white-collar crime through legislative reforms and institutional
strengthening, much remains to be done. A more coordinated, technology-driven, and transparent
enforcement system, along with stronger ethical standards in corporate and public life, is essential.
Only through a balanced approach of strict regulation, effective enforcement, and moral

accountability can the rising menace of white-collar crime be effectively controlled.

8.2 Suggestions:

1. Strengthen existing legal frameworks like the Prevention of Money Laundering Act, 2002 to
address emerging forms of white-collar crime.

2. Enhance the efficiency and autonomy of regulatory bodies such as the Securities and
Exchange Board of India and the Central Bureau of Investigation with better technical and

investigative resources.

Page | 62



http://www.whiteblacklegal.co.in/

www.whiteblacklegal.co.in

Volume 3 Issue 6 | April 2026 ISSN: 2581-8503

3. Improve coordination among enforcement agencies to ensure faster and more effective

investigation and prosecution of economic offences.

4. Establish fast-track courts for speedy disposal of white-collar crime cases to reduce judicial
delays.
5. Promote corporate ethics, transparency, and public awareness to prevent financial frauds

and strengthen accountability.

8.3 Recommendations:

To effectively control white-collar crime in India, a set of strong and coordinated reforms is
necessary. Firstly, enforcement agencies such as the Central Bureau of Investigation and the
Enforcement Directorate should be strengthened in terms of autonomy, technical expertise, and
resources to ensure impartial and efficient investigation of complex financial crimes. Secondly, legal
frameworks, including the Prevention of Money Laundering Act, 2002, must be regularly updated to
address emerging forms of economic offences and impose stricter penalties to enhance deterrence.
Thirdly, the establishment of fast-track courts for economic and white-collar crime cases is essential
to reduce judicial delays and improve conviction rates. Fourthly, corporate governance systems
should be strengthened by ensuring transparency, strict auditing standards, and effective internal
control mechanisms within organizations. Lastly, international cooperation and the use of advanced
technologies such as digital forensics, artificial intelligence, and data analytics should be promoted

to effectively detect, prevent, and investigate cross-border and technologically advanced financial

crimes.
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