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WHO WATCHES THE DATA PROCESSORS?
ACCOUNTABILITY IN THE PRIVACY CHAIN
In the evolving world of data protection, one truth is
becoming increasingly clear: compliance doesn’t
stop at the edge of your organization. With the
Digital Personal Data Protection (DPDP) Act
placing specific legal responsibilities on data
processors—not just fiduciaries—the privacy chain
is only as strong as its weakest link.

From binding contracts to breach response,
every processor is now a key stakeholder in
upholding the rights of data principals.

Outsourcing data processing no longer means
offloading accountability. Today, businesses
must rethink how they work with third parties—
vendors, cloud providers, and platforms—who
handle personal data on their behalf.

In this edition, we explore what accountability
truly means under the DPDP Act. We’ll unpack
how to assess and manage privacy risks across
your third-party ecosystem, the contractual and
operational safeguards required, and how
forward-thinking organizations are embedding
accountability into vendor selection, onboarding,
and ongoing monitoring to ensure continuous
compliance and trust.
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Key Message: 

Invisible processing by processors is a silent
threat. Fiduciaries must bring visibility, auditability,
and controls to every layer of third-party data
handling.

THE EXPANDING ROLE OF
PROCESSORS IN THE DATA
LIFECYCLE

Who is a Processor?
Under DPDP, a Data Processor is any individual or
organization that processes personal data on
behalf of a Data Fiduciary. Think payroll companies,
cloud platforms, CRMs, and healthcare IT service
providers.

In many cases, processors don’t just “store” data—
they interact with, analyze, and often enrich it. That
means any compromise on their part has a direct
impact on the rights of data principals.

PROCESSORS AND THE RISK OF INVISIBLE PROCESSING

One of the growing challenges in the digital
ecosystem is invisible processing—when
processors perform operations on personal data
that aren't always transparent. 

This includes scenarios like:
Background data enrichment using external
datasets
Cross-platform tracking through analytics 
Use of AI tools or algorithms without clear
documentation or disclosures

Under the DPDP Act, such practices not only raise
legal red flags but also violates purpose limitation
and data minimization requirement and erode trust
with data principals.

WHAT’S CHANGING UNDER DPDP?
No blanket immunity for processors. The DPDP
Act recognizes their growing role in data handling
and introduces direct accountability.
Processors can now be held directly liable for
non-compliance (e.g., breach due to negligence,
unauthorized data sharing).
Fiduciaries must ensure processors adopt
technical and organizational measures to protect
personal data.

In essence, processors are no longer just silent
back-end engines; they are active players in the
privacy ecosystem, and under DPDP, they carry
specific responsibilities to reflect that role.



THE HIDDEN RISK CHAIN – WHY
DUE DILIGENCE IS NOT OPTIONAL
No matter how robust your internal systems may be, if a
third-party vendor mishandles personal data, your
organization bears the consequences—legally,
financially, and reputationally.

Due diligence is an ongoing process of risk identification
and mitigation.

62%
involved a third party—most often due to
lack of visibility into what data was being
shared, how it was being processed, and
where it was stored.

~A 2024 survey by Ponemon Institute

DATA BREACHES

WHY THESE RISKS
GO UNNOTICED?

Lack of Data Flow
Mapping: Most
businesses don’t have a
clear inventory of which
processors handle which
categories of personal
data, and for what
purpose.
Weak Onboarding
Controls: New vendors
are often onboarded for
operational convenience
without structured privacy
and security vetting.
Outdated or Generic
Contracts: Many
organizations still rely on
data processing
agreements (DPAs) that
don’t reflect DPDP
requirements, or fail to
include breach
notification timelines,
processor obligations, or
audit rights.

THE ONGOING NATURE
OF DUE DILIGENCE

It’s a myth that due diligence is
a one-time event during
onboarding. The DPDP Act
demands continuous oversight.
Vendors evolve, expand, or
subcontract—so your due
diligence must keep pace.

What this means in practice:
Annual processor reviews
to assess security posture
and DPDP alignment
Contract updates to reflect
changes in data use,
location, or purpose
Requesting evidence of
compliance—certifications,
policies, incident reports
Documenting your oversight
activities as part of your
accountability measures

Organizations must
embed third-party
risk governance
into the fabric of
their privacy
program. 

In the privacy chain,
you as a fiduciary
are responsible for
what your
processor does or
fails to do.

Building Stronger
Privacy Chains.



You can outsource data
processing, but never
the responsibility that
comes with it. Under
the DPDP Act,
accountability travels
with the data—no
matter where or with
whom it resides.

Beyond Contracts – 
Building Accountability with
Your Processors
What Must Contracts Cover?

Strong agreements between Data Fiduciaries and Processors
should include:

Purpose Limitation: Processors may act only on documented
instructions from the fiduciary.
Security Measures: Encryption, access controls, and relevant
certifications (e.g., ISO 27001, DPDP) must be enforced.
Breach Notification: Timely alerts to fiduciaries are essential to
meet DPDP response obligations.
Sub-Processing Controls: Any downstream vendors must be
approved and held to the same standards.
Audit Rights: Fiduciaries should reserve the right to request
compliance evidence or conduct assessments.

Here’s how to build a culture of shared responsibility:

Privacy-by-Design Assessments for Vendors: Every new
processor must go through a structured onboarding that
includes privacy screening, DPIA alignment & data flow mapping.
Tiered Risk Classification: Vendors must be rated based on
type of data handled, processing sensitivity, and jurisdiction. 
Ongoing Monitoring & Questionnaires: Annual privacy
assessments, certifications review, and breach simulations help
ensure continuous compliance.
Training & Awareness: Some organizations may even extend
their privacy training to critical processors—because shared
understanding leads to shared accountability.



Businesses aren’t just
expected to own data—they
must govern how it's handled
across their ecosystem.

What it means for you:

You can no longer hide
behind processor errors.
You need a Third-Party
Risk Management strategy
that’s privacy aligned.
You must track cross-
border data transfers,
especially if processors
are outside India.
You must document
everything - policies,
contracts, risk ratings, and
vendor communications.

In the age of digital interdependence, privacy cannot exist
in silos. While the DPDP Act draws clear boundaries
between the roles of data fiduciaries and processors, the
responsibility to protect personal data is inherently shared.
As businesses scale and rely more on technology partners,
platforms, and outsourced services, it's not enough to ask,
"Are we compliant?" The real question is, "Are those
acting on our behalf just as committed to privacy as we
are?"

Accountability in the privacy chain is no longer a checkbox
—it’s an ongoing dialogue between organizations and their
processors. Those who get it right won’t just avoid
penalties—they’ll build ecosystems grounded in trust,
transparency, and long-term resilience.

FINAL THOUGHTS

What the DPDP
Act Signals to
Businesses?



Strategic Support
for  Stronger  Data
Processor  Overs ight
and End-to-End
DPDPA Compl iance

At Alpha MD, we help organizations build, assess, and sustain accountability across the privacy chain.
Our services include:

Processor Due Diligence Frameworks tailored to the DPDP Act.
Contract and DPIA reviews to identify privacy gaps in vendor relationships.
Training for internal teams and critical vendors on handling personal data responsibly.
OIDPM Assessments that evaluate end-to-end compliance of digital products and third-party integrations.

Whether you’re onboarding a new processor or assessing your current ecosystem, we ensure you're not only
compliant—but also in control.
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