
Natural law vs legal positivism in business 

The interplay between law and business is foundational to modern commerce, governance, 

and ethical conduct. Businesses operate within legal frameworks, yet their ethical and 

operational decisions are often influenced by broader philosophical principles. Two of the 

most influential schools of thought in legal philosophy—Natural Law and Legal Positivism—

have significant implications for business practices. Understanding their comparative 

influence is essential not only for legal scholars but also for corporate managers, compliance 

officers, and policymakers, as it determines the way businesses approach contracts, corporate 

governance, consumer rights, labour laws, environmental obligations, and corporate social 

responsibility. 

Natural Law asserts that law is inherently connected to moral principles and universal justice. 

It posits that there exist certain fundamental rights and ethical norms that transcend human-

made legislation. According to classical proponents like Aristotle, Cicero, and Thomas Aquinas, 

laws must be just and aligned with morality to be valid. In business, this philosophy implies 

that companies are morally bound to act ethically, even if certain actions are not explicitly 

prohibited by statutory law. Corporate social responsibility, environmental stewardship, and 

fair trade practices often draw inspiration from natural law principles, emphasizing that 

legality alone does not justify unethical behaviour. For instance, a company may avoid 

exploiting labour in countries with lax labour laws, guided by moral imperatives rather than 

legal compulsion. 

In contrast, Legal Positivism asserts that law is the product of human authority and social 

convention. Pioneered by thinkers like Jeremy Bentham and John Austin, positivism maintains 

that law derives its validity from being enacted by a recognised authority, irrespective of its 

moral content. In the corporate context, legal positivism emphasizes compliance with 

statutory obligations, regulatory directives, and contractual agreements. A positivist 

perspective focuses on codified laws such as the Companies Act, 2013, SEBI regulations, the 

Competition Act, 2002, and the Indian Contract Act, 1872, guiding businesses to operate 

within the explicit legal framework. Moral considerations are secondary; legality, 

enforceability, and procedural adherence are primary. For example, a company adhering 

strictly to environmental regulations, even if the law is lenient, follows the positivist principle 

of law as an authoritative command rather than a moral guideline. 

The relevance of natural law in business is evident in corporate ethics, social responsibility, 

and voluntary compliance. Ethical codes, corporate governance standards, and international 

frameworks such as the United Nations Global Compact are rooted in principles akin to natural 

law. These frameworks encourage businesses to respect human rights, avoid harm, promote 

equity, and contribute to societal welfare. In India, natural law underpins constitutional 

protections such as Articles 14, 21, and 39, which guide corporate conduct indirectly. For 

instance, labour laws are often interpreted in the light of workers’ fundamental rights, 

compelling businesses to act beyond mere compliance. Moreover, jurisprudence in cases like 



Vishaka v. State of Rajasthan (1997) demonstrates courts imposing ethical obligations on 

businesses and employers based on universal human rights norms, reflecting natural law 

reasoning. 

Legal positivism, conversely, provides certainty and predictability in business transactions. 

Contracts, corporate governance, taxation, and regulatory compliance are guided by codified 

law, ensuring that businesses can operate within a clear legal framework. Positivism facilitates 

enforceability, dispute resolution, and risk management, which are essential for investor 

confidence, cross-border trade, and capital market operations. For example, provisions under 

the Companies Act mandate board approvals, disclosure obligations, and shareholder rights. 

Compliance ensures protection against legal penalties, litigation, and reputational damage. In 

this sense, legal positivism is indispensable in creating a structured, predictable, and 

enforceable corporate environment. 

A comparative analysis reveals both philosophical convergence and divergence. Natural law 

emphasizes morality as the foundation of law, asserting that laws inconsistent with justice are 

invalid. Legal positivism, however, separates law from morality, prioritizing enacted statutes 

over ethical content. In business, natural law encourages companies to adopt voluntary ethical 

measures beyond statutory mandates, while positivism obliges them to adhere strictly to 

codified regulations. For instance, corporate sustainability initiatives may not be legally 

required but align with natural law principles, whereas adherence to labour laws or tax 

regulations is grounded in positivist reasoning. 

The interplay of these philosophies in India is particularly noteworthy. Indian corporate law 

embodies elements of both. The Companies Act, SEBI regulations, and environmental laws 

reflect legal positivism, offering codified rules, penalties, and enforcement mechanisms. 

Simultaneously, constitutional principles and judicial interpretation integrate natural law 

reasoning. Courts often invoke morality, equity, and justice in decisions affecting business. The 

Supreme Court in MC Mehta v. Union of India (1987) applied principles of environmental 

protection rooted in public trust and ethical responsibility, effectively merging natural law 

reasoning with legal positivism. Similarly, in National Aluminium Co. v. Union of India, 

principles of corporate accountability were reinforced by the moral imperative to protect 

stakeholders, reflecting natural law influence. 

Globally, the tension and complementarity between natural law and legal positivism manifest 

in business law. In the United States, corporate governance largely reflects positivist 

principles, with statutory obligations and SEC regulations enforcing compliance. However, 

ethical considerations, such as corporate codes of conduct and ESG standards, demonstrate 

natural law influence. European Union corporate law similarly integrates statutory compliance 

with broader principles of fairness, sustainability, and stakeholder rights. International 

treaties, such as the OECD Guidelines for Multinational Enterprises, rely on natural law 

reasoning to guide corporate ethics, even without binding enforcement. 



Advantages of natural law in business include promoting ethical responsibility, social 

legitimacy, and long-term sustainability. It encourages corporate leaders to consider moral 

consequences, enhance brand reputation, and contribute to societal welfare. Companies 

guided by natural law principles are often better positioned to avoid ethical scandals, labour 

disputes, and environmental controversies. However, reliance solely on natural law can create 

uncertainty, as moral standards are subjective and open to interpretation. Businesses may 

face dilemmas when ethical principles conflict with profit motives or statutory obligations. 

Legal positivism offers predictability, enforceability, and clarity. Companies know their rights 

and obligations, enabling strategic planning, contractual certainty, and regulatory compliance. 

Positivism is particularly advantageous in risk management, dispute resolution, and investor 

protection. However, a strictly positivist approach can encourage minimal compliance, 

ignoring ethical concerns, public welfare, or long-term social consequences. Corporations may 

adhere to the letter of the law while undermining its spirit, leading to reputational and societal 

risks. 

Indian corporate jurisprudence illustrates the balance between the two philosophies. Courts 

frequently interpret statutory obligations through the lens of fairness and equity, effectively 

blending positivist and natural law reasoning. Cases like Reliance Industries v. SEBI and Tata 

Consultancy Services v. SEBI show enforcement of regulatory compliance, while judgments 

related to environmental protection, labour rights, and consumer welfare highlight natural 

law principles. This dual approach reflects the Indian legal system’s recognition that business 

law requires both enforceable rules and ethical oversight. 

A practical example is corporate social responsibility (CSR). Under Section 135 of the 

Companies Act, 2013, certain companies are mandated to spend a percentage of profits on 

CSR activities. While this is a statutory obligation (positivist), the underlying rationale is 

ethical—promoting welfare, environmental protection, and social development—reflecting 

natural law reasoning. Similarly, voluntary corporate ethics codes, anti-bribery measures, and 

environmental sustainability programs are often inspired by natural law ideals, even in the 

absence of legal compulsion. 

Another area of comparative significance is contract law. Legal positivism ensures that 

contracts are enforceable, rights are protected, and obligations are clearly defined. Natural 

law, however, influences interpretation of unfair terms, unconscionability, and equitable 

remedies. For example, in cases of exploitative contracts with small suppliers or consumers, 

courts may invoke natural law principles to ensure fairness, even when statutory law is silent. 

Indian case law, such as K.K. Verma v. Union of India, illustrates courts considering ethical 

standards in assessing contractual fairness, merging natural law ideals with positivist 

enforcement. 

In the globalised business environment, corporations increasingly operate under hybrid 

frameworks. Compliance departments focus on positivist requirements—taxation, 



employment law, competition law—while ESG reporting, sustainability audits, and ethical 

compliance programs draw on natural law principles. Investors, regulators, and consumers 

increasingly expect businesses to balance both. Companies failing to consider ethical 

obligations face backlash, reputational loss, and regulatory scrutiny, demonstrating that 

natural law complements legal positivism in practical business operations. 

The scope of improvement lies in formally integrating ethical and legal standards. Legal 

frameworks can incorporate positivist enforcement while incentivising natural law-inspired 

behaviour, such as ethical reporting, voluntary environmental stewardship, and stakeholder 

engagement. Judicial guidance can further reinforce this integration, ensuring that statutory 

compliance does not eclipse social and moral responsibility. Indian corporate law is gradually 

evolving toward this hybrid approach, with ESG regulations, CSR mandates, and sustainability 

requirements reflecting the convergence of positivist and natural law principles. 

 

Feature Natural Law Legal Positivism 

Definition 

Law is derived from moral principles 

and universal ethics; laws must be 

just to be valid. 

Law is created by human authority; 

validity depends on enactment, not 

morality. 

Source of Law 
Morality, ethics, universal justice, 

philosophical principles. 

Statutes, regulations, executive 

orders, and codified legal 

instruments. 

Basis of Business 

Compliance 

Ethical and moral obligations; 

voluntary adherence to fairness, 

equity, and societal welfare. 

Statutory and regulatory compliance; 

legal obligations are enforceable 

regardless of morality. 

Flexibility 

Flexible; can adapt to moral 

imperatives and societal 

expectations. 

Rigid; bound by codified rules and 

procedural formalities. 

Predictability 

Low predictability; interpretation 

may vary based on ethical 

perspective. 

High predictability; codified laws and 

regulations provide clarity and 

certainty. 

Scope in 

Corporate 

Governance 

Encourages CSR, ethical reporting, 

fair trade, environmental 

sustainability, labour welfare. 

Governs compliance with Companies 

Act, SEBI regulations, contracts, 

taxation, competition law. 



Feature Natural Law Legal Positivism 

Risk 

Management 

Focuses on moral risk, reputational 

damage, and long-term ethical 

sustainability. 

Focuses on legal risk, penalties, 

litigation, and regulatory 

enforcement. 

Advantages 

Promotes ethical responsibility and 

social legitimacy; enhances public 

trust; encourages voluntary ethical 

initiatives. 

Ensures clarity, enforceability, and 

uniformity; reduces disputes; 

protects investors and stakeholders. 

Loopholes / 

Limitations 

Subjective interpretation; may 

conflict with profit motives; 

enforcement is limited without 

statutory backing. 

Can encourage minimal compliance; 

ignores moral consequences; may 

permit actions that are legal but 

ethically questionable. 

Impact on 

Business 

Strategy 

Encourages long-term ethical 

planning and sustainable practices. 

Encourages structured, legally 

compliant, and risk-averse strategies. 

Judicial 

Application 

Courts may invoke principles of 

fairness, equity, and justice to 

supplement statutory law (e.g., 

Vishaka v. State of Rajasthan). 

Courts strictly enforce statutory 

provisions, contracts, and regulatory 

compliance (e.g., Reliance Industries 

v. SEBI). 

Global 

Relevance 

Underpins ESG initiatives, UN Global 

Compact principles, voluntary CSR 

standards. 

Governs cross-border trade, 

contracts, taxation, employment law, 

and corporate compliance 

frameworks. 

 

 

• Natural Law adds an ethical and moral dimension to corporate behavior, promoting 

long-term sustainability and social responsibility but lacks precise enforceability. 

• Legal Positivism ensures enforceable compliance and predictability in corporate 

operations but may permit ethically questionable actions if they are legally 

permissible. 

• Effective business law combines both: positivist mechanisms enforce compliance, 

while natural law principles guide ethical decision-making, CSR, and stakeholder 

engagement. 

 



Natural law and legal positivism offer complementary perspectives in business law. Natural 

law emphasizes moral responsibility, ethical conduct, and social justice, providing a 

foundation for corporate ethics and long-term sustainability. Legal positivism prioritizes 

enforceability, clarity, and predictability, ensuring that businesses operate within defined legal 

frameworks. In India, corporate law reflects a blend of both, with statutory obligations 

enforced through positivist mechanisms and ethical standards guided by natural law 

principles. Globally, successful corporations balance compliance with moral responsibility, 

integrating both philosophies into governance, strategy, and operational decision-making. A 

nuanced understanding of natural law and legal positivism allows businesses to not only meet 

legal obligations but also uphold ethical standards, protect stakeholder interests, and 

contribute to societal welfare. The continued evolution of corporate law must recognise that 

legality and morality are interdependent: while legal positivism provides structure, natural law 

ensures justice, fairness, and ethical legitimacy, creating a robust, responsible, and sustainable 

framework for business operations in the contemporary world. 


