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Parent Company Liability for Subsidiary Conduct in English and French Law: A Model for Iranian Law
Based on Due Diligence Obligations

Abstract

The expansion of corporate groups and the concentration of decision-making power in parent companies have
brought greater attention to the issue of parent company liability for harm arising from the activities of subsidiaries.
This article examines the circumstances under which a parent company may be held liable, not through piercing the
corporate veil, but on the basis of an independent breach of the duty of due diligence. The fundamental distinction
between these two bases of liability is that, in veil-piercing, the separate legal personality of the subsidiary is
exceptionally disregarded, including on grounds such as apparent agency or fraud on the law; whereas under liability
based on the duty of care, the subsidiary’s separate legal personality remains intact and the parent company’s
liability is based on its own independent conduct, such as policy-making, supervision, the issuance of instructions,
or risk management. Adopting a comparative approach, this study examines the laws of England and France. The
findings indicate that, in English law, parent company liability has been considered not only through the doctrine of
piercing the corporate veil, but also through the duty of care. By contrast, French law, through the adoption of the
Duty of Vigilance Law, has developed a legislative and preventive model for identifying, assessing, preventing, and
monitoring risks arising from the activities of subsidiaries and supply chains. Iranian law lacks an independent
framework in this field. Accordingly, a combined approach drawing on the French legislative model and the English
judicial approach may provide an appropriate basis for developing parent company due diligence obligations in
Iranian law.

Keywords: Parent Company; Subsidiary Company; Due Diligence; Civil Liability; Comparative Law.
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