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VOLKSWAGEN INDIA'S $1.4 BILLION TAX EVASION SCANDAL: EXPOSING
CORPORATE WRONGDOING AND REGULATORY OBSTACLES IN THE FIGHT
AGAINST WHITE-COLLAR CRIME
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ABSTRACT

This article talks about the Volkswagen India tax evasion scandal, in which the company is
said to have misclassified Completely Knocked Down (CKD) car kits as separate parts from
2012 to 2024 to avoid paying about $1.4 billion in customs duties. The case shows that India's
regulatory framework has some big holes in it, such as weak protections for whistleblowers,
inconsistent enforcement among customs, tax, and financial agencies, and weaknesses that are
taken advantage of by complicated multinational trade practices. It emphasises the importance
of forensic diligence and adherence to international Anti-Money Laundering (AML) standards
for identifying and prosecuting complex corporate wrongdoing. The study also talks about how
Deferred Prosecution Agreements (DPAs) could be a fair way to enforce the law and how
important it is for companies to be more open about their structures, especially when it comes
to shell companies. The Volkswagen India case is an important example of how to improve
corporate governance, legal compliance, and regulatory policies in India's changing

globalised economy to protect public funds and keep the market honest.

Keywords: Volkswagen India, Tax Evasion, Customs Duty Misclassification, White-Collar

Crime, Corporate Governance.
INTRODUCTION

The battle against white-collar crime in the dynamic world of international trade necessitates
the smooth fusion of corporate governance, forensic investigation, international compliance
standards, and creative enforcement techniques. With claims that Skoda Auto Volkswagen

India misclassified Completely Knocked Down (CKD) car kits as individual parts in order to
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avoid paying more than $1.4 billion in customs duties, the VVolkswagen India tax evasion notice
case has become a compelling case study on the weaknesses of regulatory systems in India and
around the world. The importance of whistleblower protection in exposing covert corporate
malpractice, the role and admissibility of forensic diligence in exposing long-term corporate
misconduct, the interaction between global Anti-Money Laundering (AML) standards and
cross-border trade, the need to close regulatory gaps that allow bank loan fraud and unregulated
lending, and the difficulties shell corporations pose in facilitating opaque, high-value
commercial schemes are just a few of the important themes that are encapsulated in this high-
profile dispute. It also sparks a conversation about contemporary enforcement instruments like
Deferred Prosecution Agreements (DPAs), which provide a workable compromise between

corporate compliance improvement and prosecution.!

By analysing Volkswagen's purported multipart import strategy alongside the interconnected
issues of governance and compliance, we arrive at a more profound understanding of how
corporate entities might take advantage of legal ambiguities, procedural flaws, and
complexities in international trade to evade tax and regulatory responsibilities. This case
exemplifies the wider challenges that countries encounter when regulating multinational
operations: the pressing necessity for improved whistleblower protections to encourage and
safeguard internal reporting; stronger oversight of financial and trade transactions in alignment
with FATF-imposed AML standards; increased transparency in corporate structures to prevent
the exploitation of shell companies; and the implementation of adaptable yet rigorous
enforcement frameworks like Deferred Prosecution Agreements (DPAs) to manage
complicated cases effectively while ensuring the collection of public revenue. Consequently,
the Volkswagen India situation not only highlights a legal and fiscal dispute but also serves as
a crucial platform for informing the future framework of white-collar crime enforcement in

India’s ever more globalised economy.
VOLKSWAGEN’S $1.4 BILLION TAX EVASION SCANDAL

The case of tax evasion involving Volkswagen India revolves around claims from Indian
customs officials that Skoda Auto Volkswagen India, the company's Indian division,
consistently misclassified imported vehicle units from 2012 to 2024. Rather than stating these

as Completely Knocked Down (CKD) kits, which are almost complete vehicles requiring

! Volkswagen seeks to quash $1.4 billion India tax demand’ (2024).
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higher customs duties of approximately 30-35%, the company is said to have labelled them as
separate auto parts or subassemblies, which are subject to much lower duty rates of 5-15%.
This alleged misclassification has led to a notice demanding $1.4 billion in back taxes, fines,
and duties, with Indian authorities asserting that this amounted to intentional tax evasion, while
Volkswagen argues that their imports adhered to relevant regulations based on a global
“predictive demand” model and that delays by tax authorities in reviewing their shipments

caused procedural complications.?
CORPORATE CRIMINAL LIABILITY: WHEN COMPANIES CROSS THE LINE

This case powerfully demonstrates the idea of corporate criminal liability, where a
multinational corporation is held responsible for illegal financial activities due to failures in
governance and non-adherence to tax regulations.® From an ESG (Environmental, Social, and
Governance) standpoint, the alleged tax evasion infringes on fundamental governance
principles such as transparency, accountability, and obeying the law, which are essential for
maintaining the trust of stakeholders and ethical behaviour in business. Such serious violations
undermine Volkswagen’s social license to operate and cast doubt on the effectiveness of its
internal controls and ethical practices. The case highlights the necessity for robust ESG
frameworks to avert misconduct by promoting ethical governance and compliance with legal
standards, stressing that failures in governance can lead to significant legal, financial, and

reputational repercussions.

FINTECH & VIRTUAL ASSETS: THE NEW FRONTIER OF CORPORATE
MISCONDUCT

The significance of corporate criminal liability in the FinTech sector and transnational virtual
asset crimes is tied to the similar risks that multinational corporations encounter when they
exploit intricate regulatory frameworks through jurisdictional uncertainties to secure illicit
financial benefits.* Just as Volkswagen reportedly took advantage of customs classification
loopholes in international automotive imports, FinTech companies and virtual asset platforms
frequently encounter difficulties with regulatory arbitrage, money laundering, tax evasion, and
fraud, given the borderless characteristic of digital assets and the disparate regulations across

countries. This underscores the necessity for strong compliance measures, global collaboration,

2 Economic Times, ‘How Volkswagen ran into a $1.4 billion tax dispute in India’ (2024).
3 Kunal Kaushik Kally, ‘A Critical Study on Corporate Criminal Liability’ (2020) SSRN
4 Financial Action Task Force, Guidance for a Risk-Based Approach to Virtual Assets (2021).
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and comprehensive corporate liability regulations to oversee emerging financial industries and
prevent exploitation. The Volkswagen case illustrates the essential function of integrating ESG
principles and enforcing corporate criminal liability to discourage such unethical practices

across various sectors, thereby promoting market integrity and legal responsibility worldwide.

Consequently, the Volkswagen tax evasion incident in India closely relates to themes
surrounding corporate criminal liability and ESG by illustrating how failures in governance
can lead to significant financial offences, and it parallels the issues faced in FinTech and virtual
assets, where multinational enterprises must implement rigorous governance and compliance
measures to steer clear of regulatory infringements and criminal culpability. The continuing
legal challenges and investigations highlight the crucial connection between corporate
governance, legal responsibility, and ESG principles in the contemporary globalised and

intricate business landscape.
WHISTLEBLOWERS: THE SILENT GUARDIANS AGAINST CORPORATE FRAUD

Robust protection for whistleblowers is essential in revealing intricate financial crimes like the
alleged tax evasion by Volkswagen. Whistleblowers can bring to light illegal activities
concealed within corporate accounting or operations, allowing for earlier identification and
regulatory response. Nonetheless, India's whistleblower legislation, including the
Whistleblowers Protection Act of 2014, primarily shields public officials and lacks
comprehensive coverage for misconduct in the private sector, especially in multinational
corporations, limiting protection for those who might report wrongdoing as insiders. This
inadequate framework may have enabled the VVolkswagen scheme to remain undetected for
over ten years, delaying law enforcement action and resulting in substantial revenue losses.®
The case involving Volkswagen India and tax evasion pertains to claims made by Indian
customs officials that Skoda Auto Volkswagen India misclassified its imports from 2012 to
2024 to obtain an illegal tax advantage. Instead of classifying imports as Completely Knocked
Down (CKD) kits—which are nearly complete cars shipped disassembled and incur customs
duties of approximately 30-35%—the company reportedly categorised them as individual car
parts, which attract significantly lower duties of 5-15%. Authorities allege that such

misclassification allowed® Volkswagen to evade around $1.4 billion in duties, leading to a

SNDTV, ‘Volkswagen Faces $1.4 Billion Tax Demand in India’ (2024).
& Volkswagen Sues Indian Authorities Over $1.4 Billion Tax Dispute: Report
India singles out VW in $1.4 billion tax dispute, says Kia corrected course
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considerable shortfall in government revenue. Volkswagen refutes any wrongdoing, stating it
adhered to its interpretation of Indian law, kept the authorities informed, and imported parts in
accordance with global operational standards based on a “predictive demand” inventory model.
The significance of this case concerning whistleblower protection in white-collar offences
stems from the lengthy duration—close to 12 years—of the alleged scheme. Often,
sophisticated corporate tax manipulation relies on intricate accounting and operational secrecy,
which could potentially be identified much more swiftly if insiders chose to speak out. In
various countries, effective whistleblower legislation motivates employees, contractors, or
third-party associates to report misconduct without the risk of losing their jobs, facing
harassment, or enduring legal repercussions. However, whistleblower protection in India is still
lacking. Although the Whistleblower Protection Act of 2014 represents progress, it mainly
pertains to public sector employees and offers limited protection regarding misconduct in the
private corporate arena, especially within multinational contexts. Additionally, the lack of
strong incentives or anonymous reporting options in India fosters a chilling effect on
prospective whistleblowers. In a high-pressure and hierarchical corporate setting like that of
Volkswagen, employees may have feared retaliation or damage to their careers, leading to a
void in early internal or external reporting. This atmosphere is reminiscent of broader global
incidents—such as Enron, Wirecard, or the Dieselgate scandal—where corporate malfeasance
persisted until whistleblowers or external investigations intervened. In the VVolkswagen India
matter, enhanced protections for whistleblowers might have led to an internal or regulatory
probe years sooner, thus averting revenue losses, legal issues, and damage to reputation. The
takeaway is that safeguarding and motivating whistleblowers is not merely an ethical
consideration—it serves as a financial safeguard that could save governments billions and

uphold corporate integrity.
REGULATORY GAPS: INDIA’S WEAK LINKS IN FINANCIAL OVERSIGHT

Another significant issue is the regulatory deficiencies in India’s capability to identify and
address financial wrongdoing, with bank loan fraud and unregulated lending serving as
structural parallels.” In India, bank loan fraud—frequently involving inflated valuations, bogus
collateral, shell companies, and embezzled funds—flourishes due to lapses in due diligence,
fragmented regulatory oversight, and sluggish enforcement actions. Similar to Volkswagen’s

alleged exploitation of customs classification loopholes, bank loan fraud capitalises on

" VK Singh, ‘Corporate Governance Failures and Corporate Fraud in India’ (Springer 2021).
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systemic blind spots, exploiting the reality that multiple agencies (banks, the RBI, ED, CBI,
DGFT, and Customs) operate independently instead of in coordinated efforts. In certain
instances, fraudsters even utilise jurisdictional overlaps to postpone investigations. Likewise,
the repercussions of unregulated lending—particularly from shadow banking entities, micro-
lenders, or digital loan applications—highlight how significant financial transactions can
transpire outside stringent oversight, creating avenues for fraud, consumer exploitation, and
tax evasion. The lack of comprehensive regulation enables businesses, whether in lending or
imports, to function within the regulatory grey area. Volkswagen’s alleged multifaceted import
scheme reflects this pattern—capitalising on ambiguities surrounding the classification of
goods within India’s customs tariff schedules, intensified by slow reviews of import data and
inconsistent enforcement. The connection between customs duty evasion and unregulated
financial practices lies in both circumventing intended national safeguards for revenue and
market integrity. Consequently, the Volkswagen India dispute exemplifies how regulatory
vagueness, weak enforcement capabilities, and insufficient whistleblower protections can
permit sophisticated white-collar crime to go undetected for extended periods. To avert such
situations, comprehensive reforms are essential: expanding whistleblower protections to the
private sector (with robust anonymity and anti-retaliation measures), fostering data-sharing and
collaborative enforcement among customs, tax, and financial regulators, and rectifying
classification loopholes in customs laws. Addressing bank loan fraud and unregulated lending
necessitates improved onboarding diligence, real-time credit monitoring, and obligatory
disclosures for high-risk transactions—principles that are equally relevant to customs
compliance. Without implementing these measures, India faces the threat of recurring high-
value corporate evasion cases that undermine faith in regulatory capabilities, weaken public

finances, and discourage responsible foreign investment and fair market competition.®
DEFERRED PROSECUTION AGREEMENTS: A MIDDLE PATH FOR JUSTICE

Deferred Prosecution Agreements (DPAS) are legal tools that provide companies accused of
white-collar offences the opportunity to evade formal prosecution by agreeing to meet specific
conditions, such as paying fines, compensating victims, and committing to reforms. They allow
regulators to efficiently resolve complicated corporate matters without the drawn-out
uncertainty associated with criminal trials, motivating companies to enhance their governance

and compliance practices. Despite India recently starting to incorporate DPAs following global

8 Hindustan Times, ‘Volkswagen moves court in tax dispute’ (2024).
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best practices, their implementation could be particularly significant in instances such as the
Volkswagen India tax evasion case,® which involves accusations from Indian Customs that
Skoda Auto Volkswagen India misrepresented cross-border imports of car units from 2012 to
2024. Authorities allege that the company classified its imports as individual car components
rather than Completely Knocked Down (CKD) kits—essentially, nearly finished cars shipped
disassembled and subjected to higher duties of 30-35%. By categorising imports as “parts,”*
Volkswagen reportedly paid significantly lower duties of 5-15%, which led to an alleged
customs duty evasion totalling approximately USD 1.4 billion! over more than ten years.
Volkswagen refutes claims of intentional misconduct, asserting that it followed its
interpretation of the law and adhered to a global logistics and “predictive demand” model while
keeping customs officials updated. Nevertheless, officials argue that the multipart shipping and
classification approach was intentionally crafted to evade higher duties. This scenario presents
an ideal opportunity to explore two critical issues concerning corporate crime governance in
India: Deferred Prosecution Agreements (DPAs) and the oversight of shell companies. A DPA
is a legal mechanism increasingly employed in regions such as the US and UK, permitting a
firm accused of a white-collar crime to escape a full criminal trial if it admits to some facts,
pays penalties, compensates affected parties, and implements governance reforms within a
monitored period. DPAs achieve two vital enforcement objectives: they facilitate quicker
financial penalty recovery for the state while compelling companies to enhance their internal
compliance mechanisms, thus averting future violations. India has only recently begun to
consider the formal employment of DPAs consistent with international standards, yet there is
still no well-established legal framework for their application in corporate crime cases. For
large, intricate disputes like Volkswagen's, a DPA could serve as a compromise, enabling the
company to sidestep extended criminal proceedings while ensuring substantial penalties,
restitution to the government, and enforceable governance reforms. Such an arrangement could
also promote full cooperation from the corporation—for instance, by revealing internal
communications, sharing trade and logistics documentation, and improving ethical and
compliance audits—while avoiding prolonged uncertainty that could impact employees,

investments, and supply chains. This preventive, reform-focused enforcement approach would

9 Serious Fraud Office, Deferred Prosecution Agreements Code of Practice (UK, 2014).

ONDTV, ‘Volkswagen India Faces $1.4 Billion Tax Evasion Notice’ (NDTV, 2024) https://www.ndtv.com/
NDTV, ‘How Volkswagen Group Allegedly Evaded Billions in Taxes in India’ (NDTV, 2024)
https://www.ndtv.com/

% India Today, ‘Volkswagen tax classification dispute explained’ (2024).
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be especially beneficial in India's changing regulatory environment, where backlogs in

prosecutions can impede resolution and lower deterrence.
SHELL COMPANIES: THE INVISIBLE ENGINES OF WHITE-COLLAR CRIME

The governance of shell corporations is also important, as these entities are among the most
prevalent facilitators of international white-collar crimes, including tax evasion, money
laundering, and regulatory exploitation.'? A "shell" company is generally a legally registered
entity that lacks significant assets, operations, or employees, often existing solely on paper.
Although they can fulfil legitimate roles such as holding intellectual property or facilitating
joint ventures, shell companies are commonly misused to conceal the identities of beneficial
owners, divide transactions, or create artificial invoicing chains that complicate auditing and
enforcement efforts. In intricate global supply chains—Ilike those of automotive
multinationals—shell companies can be strategically inserted into procurement or distribution
networks to shift profits between jurisdictions, misrepresent transaction values, or reclassify
goods. While the public records from the Volkswagen India case do not directly confirm the
involvement of such entities, the alleged misclassification scheme resonates with operational
patterns where intermediary companies—sometimes based offshore or with minimal physical
presence—might be utilised to rename, re-invoice, or “re-document” shipments to align with
desired customs classifications. The weak regulation of shell entities worldwide, and
historically in India, complicates efforts for enforcement agencies to trace financial flows or
reconstruct precise trade data. This highlights the significance of recent reforms—Iike the push
for beneficial ownership transparency led by the Ministry of Corporate Affairs and the stricter
enforcement of the Prevention of Money Laundering Act (PMLA)—even though enforcement
remains inconsistent. If shell entities were involved in Volkswagen’s import logistics, it would
underscore the urgent need for India to enhance registry transparency, facilitate data-sharing
among agencies, and implement real-time oversight of high-risk entities involved in cross-
border trade. The connection to Volkswagen’s case is therefore twofold: firstly, the extended
time frame of the alleged evasion illustrates how deficiencies in entity transparency and
customs oversight can permit complex schemes to endure; secondly, implementing strategies
such as Deferred Prosecution Agreements (DPAs) alongside stricter governance of shell
companies could yield immediate enforcement benefits (through recoveries and reforms) as

well as long-term mitigation of systemic risks. Essentially, this case highlights a fundamental

12 OECD, Beneficial Ownership and Control Transparency (2019).
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insight for India’s battle against white-collar crime: high-value, cross-border corporate
misconduct is seldom caused by a singular regulatory shortcoming—it is facilitated by a mix
of procedural intricacies, loophole exploitation, and sluggish enforcement, which could be
addressed through a combination of contemporary, collaboration-focused legal approaches like
DPAs with robust preventive governance measures to dismantle opaque corporate frameworks

before they can be exploited.
FORENSIC DILIGENCE: FOLLOWING THE DIGITAL PAPER TRAIL

Forensic diligence encompasses the specialised investigative methodologies utilised to reveal
and substantiate intricate financial crimes. It entails a thorough examination of data such as
shipping documents, invoices, transaction logs, customs declarations, and digital traces to
identify and reconstruct illicit activities like tax evasion. Forensic analysts examine patterns of
misclassification, the timing of shipments, and the consistency of documents to ascertain intent
and the movement of goods or funds. Importantly, forensic evidence must adhere to legal
standards for admissibility, meaning that the data needs to be collected, preserved, and analysed
in a way that courts will consider credible and trustworthy. In investigations of white-collar
crime, forensic diligence assists regulators and prosecutors by supplying objective and detailed
proof of misconduct in challenging cases where criminal intent is often obscured through

complicated transactions or logistical strategies.

The case involving Volkswagen India illustrates the crucial function of forensic diligence in
exposing extensive, long-term corporate tax evasion, with allegations that the company’s local
entity misclassified nearly complete imported vehicles (Completely Knocked Down units) as
separate parts to decrease customs duties from 2012 to 2024, resulting in approximately $1.4
billion in alleged tax evasion. Indian customs authorities and the Directorate of Revenue
Intelligence heavily relied on forensic investigation methods to rigorously analyse shipping
information, parts classification documents, and invoice records, indicating that VVolkswagen
intentionally fragmented shipments to qualify for lower tax categories.'® This level of forensic
examination contributed to constructing a comprehensive, admissible evidence case
demonstrating intentional misclassification,’* as opposed to mere clerical error, which is

critical given the intricacy and longevity of the alleged offence. Absent such meticulous

13 India Today, ‘Skoda Volkswagen “Can’t Play Victim Card” over Tax Notice, Customs Tells Court’ (India
Today, 2024) https://www.indiatoday.in/
14 OECD, Fighting Tax Crime: The Ten Global Principles (2021).
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forensic audit trails and data correlation, establishing sustained intent and piecing together the
complex, multipart shipment strategy over more than a decade would have been virtually

unfeasible.
AML STANDARDS: BATTLING TRADE-BASED MONEY LAUNDERING

The case also imparts significant insights regarding the relationship between global Anti-
Money Laundering (AML) standards and white-collar crime enforcement, considering the
cross-border nature of corporate supply chains and financial transactions. AML structures,
influenced by organisations like the Financial Action Task Force (FATF), go beyond
conventional banking to encompass the examination of trade finance, customs declarations,
and corporate ownership transparency to avert the laundering of illicit funds. Trade-based
money laundering techniques, including mis-invoicing, the over- or under-valuation of goods,
and inaccurate shipment classifications, are precisely the types of actions implicated by
Volkswagen’s alleged multipart import and misclassification strategy. Such schemes can
conceal the movement of illicit funds, lessen tax obligations, and evade financial scrutiny.
Effective AML compliance necessitates thorough due diligence on counterparties, careful
monitoring of transaction trends, and efficient cross-border information exchange. In the
Volkswagen India case, international AML standards highlight the need for a cohesive
regulatory collaboration among customs, tax authorities, and financial intelligence units to
identify and interrupt suspicious transactions. Strengthened AML enforcement would require
transparency in invoicing, beneficial ownership information of suppliers, and immediate
reporting of trade anomalies, which, if diligently implemented, could have signalled
Volkswagen’s import activities as high-risk sooner. The case serves as a prime example of the
necessity for aligning forensic diligence initiatives with AML frameworks to guarantee
thorough investigations and prosecutions of multinational corporate tax evasion schemes. The
seamless integration of these fields enhances India’s ability to protect tax revenues and
maintain the integrity of cross-border trade in an age of globalised supply chains and digital

financial systems.

THE  BILLION-DOLLAR DUTY GAP: VOLKSWAGEN’S CUSTOMS
CONTROVERSY

The Volkswagen India tax evasion case revolves around accusations that the company's Indian

division misclassified nearly complete cars (CKD kits) as separate components to avoid paying
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customs duties totalling approximately $1.4 billion from 2012 to 2024. While customs duties
on CKD Kits vary between 30% and 35%, individual parts are subject to only 5% to 15%.
Indian authorities allege that VVolkswagen used proprietary software to intentionally fragment
shipments, thereby reducing tax obligations and paying around $981 million instead of the
projected $2.35 billion, resulting in a tax gap of $1.36 billion.*> When factoring in penalties
and interest, the overall liability could escalate to around $2.8 billion. This controversy marks
India's largest retrospective customs tax claim, encompassing various models such as the Skoda
Superb, Audi A4, and VW Tiguan, with reported local manufacturing value addition at less
than 3%. VVolkswagen refutes these allegations, asserting compliance with a 2011 government
notification and attributing delays in enforcement to procedural issues. The Indian government
cautions that dismissing Volkswagen's tax obligation could encourage other companies to
withhold information and postpone investigations, endangering both regulatory integrity and

investor trust.

This case holds significant contemporary relevance as it exemplifies sophisticated white-collar
crime through intricate, multipart import schemes that exploit customs classification loopholes.
It emphasises the essential role of forensic diligence in revealing intricate shipment patterns
and ensures the admissibility of evidence in legal proceedings. The situation also accentuates
the connection between global Anti-Money Laundering (AML) standards and customs
enforcement, highlighting the necessity for transparency, immediate data sharing, and
international collaboration to identify illicit financial flows related to trade. India, as the third-
largest automobile market, faces a challenge in its evolving regulatory environment to maintain
a balance between strict enforcement and maintaining investor confidence. The outcome of this
case will establish important precedents for multinational compliance, enforcement
mechanisms such as deferred prosecution, and the governance of corporate structures to thwart

large-scale tax evasion amid increasing globalisation and complicated supply chains.

POLICY ROADMAP: STRENGTHENING INDIA’S DEFENCE AGAINST
CORPORATE CRIME

The Volkswagen India tax evasion case presents numerous clear recommendations for the
government to alleviate white-collar crime in India. Firstly, it is crucial to bolster forensic audit

and investigative protocols, integrating advanced data analytics, shipment tracking, and invoice

15 Economic Times, ‘Volkswagen tax dispute analysis’ (2024).
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verification into standard customs and tax enforcement practices, along with measures ensuring
the admissibility of evidence in court. Secondly, customs classification regulations need to be
clarified and rigidly enforced, aided by technology-driven, real-time monitoring to swiftly
identify intentional misclassification or multipart import schemes. Thirdly, the implementation
of global Anti-Money Laundering (AML) standards, including transparency regarding
beneficial ownership, trade finance examination, and inter-agency data sharing, would be
instrumental in recognising trade-based laundering threats present in such situations. Fourthly,
the introduction of Deferred Prosecution Agreements (DPAs), paired with robust
whistleblower protection laws, could promote corporate cooperation and encourage internal
reporting of wrongdoing. Fifthly, regular regulatory assessments and capacity enhancement for
enforcement bodies are vital to closing emerging gaps and staying ahead of sophisticated
corporate crime techniques. Lastly, imposing stringent financial and legal penalties for evasion,
in addition to publicising enforcement actions, would strengthen deterrence. By adopting these
measures, inspired by the Volkswagen issue, India can establish a comprehensive enforcement
framework that merges forensic diligence, AML compliance, legal innovation, and regulatory

scrutiny to safeguard public revenues and maintain market integrity.
CONCLUSION

The Volkswagen India tax evasion incident exemplifies how intricate white-collar crimes can
take advantage of regulatory loopholes, complex international supply chains, and trade
classification systems, resulting in significant financial losses to the government. Aside from
the immense financial implications—estimated to exceed $1.4 billion in purported unpaid
duties—this situation highlights the pressing need for an enhanced enforcement framework in
India that integrates thorough forensic investigation, global anti-money laundering compliance,
and strong legal structures. It becomes evident that addressing such corporate wrongdoing
necessitates not only punitive actions but also preemptive measures: clearer customs
procedures, sophisticated data analytics, international collaboration, and legal mechanisms that

encourage compliance while discouraging evasion.

In today’s interconnected landscape, where multinational companies function across various

jurisdictions, the significance of this case is reflected in the precedent it could establish. A

18 The New Indian Express, ‘Volkswagen’s India Unit Slapped with $1.4 Billion Tax Evasion Notice’ (2024)
https://www.newindianexpress.com/;
NDTV, ‘Volkswagen India Faces $1.4 Billion Tax Evasion Notice’ (2024) https://www.ndtv.com/
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decisive and well-founded outcome would convey a strong message that India is dedicated to
maintaining regulatory integrity, safeguarding public revenue, and promoting fair competition
within its markets. Ultimately, the VVolkswagen case is more than merely a legal battle—it
serves as a litmus test for India’s capacity to enforce white-collar crime regulations, a vital
lesson in protecting economic governance, and a reminder to align domestic policies with
global best practices to address the challenges posed by an increasingly intricate corporate and

trade landscape.

The dispute involving VVolkswagen India over tax evasion illustrates how elaborate white-collar
crimes can take advantage of regulatory loopholes and the complexities of global trade, leading
to substantial financial losses. The accusations against Skoda Auto Volkswagen India revolve
around the misclassification of imported CKD car kits as separate components from 2012 to
2024, allegedly avoiding customs duties exceeding \$1.4 billion. This situation reveals several
systemic problems: inadequate protections for whistleblowers that hinder timely internal
reporting; disjointed regulatory oversight that allows such schemes to continue; and a lack of
integrated forensic and AML practices for the prompt identification of questionable trade
activities. Additionally, it emphasises the importance of strong ESG-oriented governance, as

tax evasion damages corporate transparency, accountability, and the trust of stakeholders.

To combat such misconduct, India needs to implement both preventive and corrective actions:
stronger whistleblower legislation that encompasses the private sector; real-time data exchange
among customs, tax, and financial regulators; explicit customs classification guidelines; and
the incorporation of international best practices like Deferred Prosecution Agreements.
Improved forensic auditing, compliance with AML regulations, and transparency regarding
shell companies are crucial for reducing illicit financial transactions. Therefore, the
Volkswagen situation is more than just a tax issue—it serves as a test of India’s regulatory
credibility. Its outcome could establish important precedents for the accountability of
multinationals, fair competition, and synchronisation with global enforcement standards amidst

an increasingly intricate economic environment.
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