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Abstract

The rapid expansion of multinational corporations (MNCs) has transformed the global economic landscape, creating
new opportunities for growth while simultaneously raising serious concerns regarding human rights protection. This
paper examines the legal challenges involved in regulating MNCs, particularly in ensuring compliance with human rights
standards across different jurisdictions. It highlights the fundamental mismatch between the global operations of

corporations and the territorially limited nature of legal systems, which results in significant accountability gaps.

The study analyses existing international frameworks, including the United Nations Guiding Principles on Business and
Human Rights and the OECD Guidelines, which promote responsible corporate conduct but remain largely non-binding.
It also evaluates comparative legal approaches adopted in jurisdictions such as the United States, France, the United
Kingdom, and the European Union, alongside India’s legal and judicial framework. The paper identifies key challenges
such as jurisdictional limitations, the doctrine of separate legal personality, weak enforcement mechanisms, and

regulatory arbitrage, all of which hinder effective corporate accountability.

The research argues that the current reliance on voluntary compliance and soft law instruments is inadequate to address
the complexities of transnational corporate activities. It emphasizes the need for binding legal frameworks, mandatory
human rights due diligence, and stronger enforcement mechanisms at both international and domestic levels. The paper
concludes that a coordinated and rights-based approach is essential to ensure that multinational corporations operate

responsibly and do not undermine fundamental human rights in the pursuit of economic objectives.
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I. INTRODUCTION

Multinational Corporations (MNCs) have become one of the most influential forces shaping the modern global economy.
With operations that span across multiple jurisdictions, these corporations play a crucial role in facilitating international
trade, generating employment, and driving technological innovation. Their presence is particularly significant in
developing countries, where they often contribute to infrastructure development and economic growth. However,
alongside these benefits, the activities of MNCs have increasingly raised concerns about their impact on human rights.
Reports of labour exploitation, unsafe working conditions, environmental damage, and displacement of local
communities have brought corporate conduct under intense scrutiny. This dual nature of multinational enterprises—

being both engines of growth and sources of harm—forms the central context of this study.

One of the most pressing challenges in regulating MNCs arises from the fundamental mismatch between the global scope
of corporate operations and the territorially limited nature of legal systems. While corporations operate seamlessly across
borders, legal authority is largely confined within national boundaries. This creates a situation where no single state has
complete control over corporate activities, particularly when harmful conduct occurs in one jurisdiction but decision-
making authority lies in another. As a result, corporations may exploit these gaps by structuring their operations in ways
that minimize legal accountability. This phenomenon, often referred to as regulatory arbitrage, allows companies to

benefit from weaker regulatory environments while avoiding stricter legal regimes.

Another critical issue is the complexity of corporate structures. MNCs typically function through a network of
subsidiaries, affiliates, and contractual relationships spread across different countries. Although these entities operate
under a unified corporate strategy, the law treats them as separate legal persons. This separation creates significant
barriers in attributing liability, as parent companies can distance themselves from the actions of their subsidiaries.
Consequently, victims of corporate misconduct often face difficulties in identifying the responsible entity and pursuing
legal action. This challenge is further compounded in cross-border cases, where differences in legal systems, procedural

rules, and access to resources make litigation even more difficult.

The traditional framework of international law also contributes to this accountability gap. Historically, international law
has been state-centric, focusing on the rights and obligations of sovereign states rather than private actors like
corporations. While states are expected to regulate corporate behavior within their territories, this expectation is often
not fulfilled effectively, particularly in developing countries where regulatory institutions may lack capacity or
independence. In such contexts, corporations may operate with minimal oversight, increasing the risk of human rights
violations. Even in developed jurisdictions, courts may be reluctant to exercise jurisdiction over transnational disputes,

leaving victims without effective remedies.

In response to these challenges, there has been a growing recognition of the need to integrate human rights considerations
into corporate governance. Frameworks such as the United Nations Guiding Principles on Business and Human Rights
have attempted to address this issue by establishing standards for responsible business conduct. However, these

frameworks are largely non-binding and rely on voluntary compliance, limiting their effectiveness in ensuring
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accountability. This raises an important question: whether existing legal mechanisms are sufficient to regulate

multinational corporations or whether stronger, binding frameworks are required.

This paper seeks to examine the legal challenges involved in regulating MNCs for human rights compliance. It aims to
analyze the limitations of current international and domestic legal frameworks, identify the structural and jurisdictional
barriers to accountability, and explore potential solutions. By doing so, the study highlights the urgent need for a more

robust legal approach that aligns corporate power with responsibility in an increasingly globalized world.

NEED OF THE STUDY

The increasing influence of multinational corporations (MNCs) in the global economy has created an urgent need to
examine their role in relation to human rights protection. While these corporations contribute significantly to economic
development, employment generation, and technological advancement, their operations have also been associated with
serious human rights concerns. Instances of labor exploitation, environmental degradation, and displacement of local
communities have highlighted the negative impact that corporate activities can have, particularly in developing countries
where regulatory systems are often weak. This makes it essential to study how effectively existing legal frameworks can

address such issues.

Another important reason for this study is the gap between the global nature of corporate operations and the territorial
limits of legal systems. MNCs operate across multiple jurisdictions, often taking advantage of differences in laws and
enforcement mechanisms. This creates challenges in holding them accountable, as no single legal system has complete
authority over their activities. As a result, victims of corporate misconduct frequently face difficulties in accessing justice,

which underscores the need for a detailed analysis of the problem.

Furthermore, existing international frameworks, such as the United Nations Guiding Principles on Business and Human
Rights, are largely non-binding and rely on voluntary compliance. This raises concerns about their effectiveness in
ensuring corporate accountability. Similarly, domestic laws in many countries, including India, remain fragmented and

insufficient to deal with the complexities of multinational operations.

Therefore, this study is necessary to critically evaluate the existing legal mechanisms, identify gaps in regulation, and
suggest reforms that can strengthen accountability. It aims to contribute to the development of a more effective legal

framework that ensures corporations operate responsibly and respect human rights.

Research Methodology

This study adopts a doctrinal and analytical approach to examine the legal challenges involved in regulating multinational
corporations (MNCs) for human rights compliance. The research is primarily based on secondary data, drawing from a
wide range of legal and academic sources. These include international instruments such as the United Nations Guiding

Principles on Business and Human Rights, OECD Guidelines, relevant statutes, judicial decisions, books, journal articles,
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and institutional reports. The use of secondary sources enables a comprehensive understanding of both theoretical and

practical aspects of corporate accountability.

An analytical method has been employed to critically evaluate existing legal frameworks at both international and
domestic levels. The study identifies key gaps, inconsistencies, and limitations in current regulatory mechanisms,
particularly with respect to enforcement and access to remedies. Judicial decisions have been examined to understand

how courts have addressed issues such as corporate liability, jurisdiction, and human rights protection.

In addition, a comparative method is used to analyze legal approaches in different jurisdictions, including the United
States, France, the United Kingdom, the European Union, and India. This comparison helps in identifying best practices
and emerging trends in corporate regulation, as well as understanding the strengths and weaknesses of different legal

systems.

The study is qualitative in nature and does not involve empirical data collection such as surveys or interviews. While
this allows for an in-depth legal analysis, it also limits the ability to assess real-world implementation of laws. Despite
this limitation, the methodology provides a structured framework to evaluate the effectiveness of existing legal regimes

and to suggest reforms for strengthening corporate accountability in the context of human rights.

IV. RESULTS AND DISCUSSION

The analysis of existing legal frameworks governing multinational corporations (MNCs) reveals a consistent pattern of
inadequacy in ensuring effective human rights compliance. One of the key findings of this study is that international
frameworks, such as the United Nations Guiding Principles on Business and Human Rights and the OECD Guidelines,
have played an important role in setting normative standards. However, their non-binding nature significantly limits their
ability to enforce accountability. Corporations often adopt these principles’ selectively, resulting in inconsistent

implementation across jurisdictions.

The study also highlights that jurisdictional limitations remain a major obstacle in regulating MNCs. Courts frequently
face challenges in exercising authority over transnational corporate activities, particularly when the harm occurs in a
different country from where the corporation is headquartered. Doctrines such as separate legal personality and forum
non conveniens further restrict access to justice, allowing parent companies to avoid liability for the actions of their

subsidiaries. This has been evident in several landmark cases, where victims struggled to obtain adequate remedies.

Comparative analysis indicates that certain jurisdictions, such as France and the European Union, are moving towards
stricter regulatory approaches by introducing mandatory due diligence requirements. These developments represent a
positive shift towards binding accountability. However, many countries, including India, continue to rely on fragmented
legal mechanisms. Although judicial activism and Public Interest Litigation have contributed to addressing some

violations, enforcement remains inconsistent and largely reactive.
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Overall, the findings suggest that while there has been progress in recognizing corporate responsibility, the current legal
framework is insufficient to address the complexities of multinational operations. Stronger enforcement mechanisms,
binding legal obligations, and improved access to remedies are essential to ensure meaningful corporate accountability

and protection of human rights.
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