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ABSTRACT 

The investment of multinational enterprises (hereinafter referred to as MNEs) in China has promoted the local 

economy's development and caused serious environmental damage. From the perspective of MNEs, the reason is the 

high cost of environmental protection in the home country of MNEs leads to the internalization of the environmental 

cost and the absence of the principle of public interest in the enterprise value orientation. From the perspective of the 

host country, the reason is the development philosophy of Economy Polarism. Taking China as an example, this paper 

summarizes three main forms of damage to the environment caused by multinational enterprises and analyze the 

existing problems of the current legal system. Based on what has been mentioned above, the following suggestions are 

given: to improve the law related to the environmental problem, reinforce the supervision for the MNEs and increase 

the punishment of pollution. 
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1. INTRODUCTION 

At the early stage of the Economic Reform and 

Open up, the economic circle believed that the 

‘Pollution Halo’ would appear when China introduced 

international investment. The ‘Pollution Halo’ 

hypothesis considers that if the MNEs with advanced 

management experience and environmental technology 

are allowed into China, they will bring the advanced 

environmental protection technology to china and 

leading to technology upgrading of local enterprises 

through technology spillover effect [1]. At the same 

time, local enterprises will take the initiative to 

eliminate backward polluting industries to realize the 

economic theories of Pareto Optimality. However, 

decades of development have proved that the hypothesis 

is an idealized conjecture. Although the investment of 

MNEs in China has promoted the development of the 

local economy, it has also caused serious environmental 

damage. There are two reasons for this result. On the 

one hand, the high cost of environmental protection in 

the home country of MNEs leads to the internalization 

of environmental cost [2] and the absence of the 

principle of public interest in the enterprise value 

orientation. According to the externality theory, the 

Pareto Optimality solution formed by internalizing the 

externality problem will cause the firm to suffer certain 

economic losses [3]. In other words, the internalization 

of environmental costs will inevitably damage the 

economic interests of enterprises. Therefore, when the 

intensity of environmental supervision is weak, MNEs 

often choose to replace the high cost of pollution control 

and the capital expenditure of environmental protection 

brought by internalization with the environmental tax or 

penalty, which is less costly after the pollution discharge. 

For example, suppose a multinational enterprise's home 

country has complete and strict environmental standards. 

In that case, it will transfer industries prone to 

environmental damage to developing countries with 

relatively low environmental protection standards 

through international investment to avoid the high cost 

of environmental protection caused by the high 

environmental standards of their home countries and 

internalization of environmental protection cost. In 

addition, due to the absence of the principle of public 

interest in the value orientation of some MNEs, leading 
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to the lack of due respect for the legitimate rights and 

interests of the host country. As a result, as soon as 

these law-abiding MNEs in their home countries have 

completed the industrial transfer, they began to 

discharge pollution and damage the local environment 

in host countries. 

On the other hand, from the host country's 

perspective, the low environmental standards are due to 

the development philosophy of Economic Polarism. 

Economy Polarism refers to the pursuit of economic 

interests as the sole purpose and power of development. 

It belongs to economic materialism [4]. Take China as 

an example. China's urgent demand for economic 

development in the early stage of Economic Reform and 

Open up led to its low environmental access threshold. 

From the perspective of economic development, 

international investment can indeed bring a variety of 

benefits to the host country, such as economic 

development, transfer of science and technology, 

increased jobs, and so on. Therefore, in the early stage 

of Economic Reform and Open up, China set low 

environmental access standards and implemented low 

supervision to attract international investment, which 

led to many industries that could easily cause 

environmental damage entering China. Additionally, 

some local governments in less developed areas also 

follow the development philosophy of Economic 

Polarism and take the initiative to lower the review 

threshold and force of supervision of environmental 

pollution for short-term economic benefits. 

Consequently, when there is a conflict between 

economic interests and environmental protection, these 

local governments will often choose between sacrificing 

the environment to protect economic interests, making 

local governments the refuge for MNEs to trade 

pollution for profits. 

At present, there are three main forms of damage to 

China's environment caused by MNEs. First, pollution 

emissions. In the early years of China's Economic 

Reform and Open up in the 1990s, international 

investment poured in, even though China had not yet set 

up pollution standards. As MNEs mainly relied on coal, 

oil, and other low-cost polluting energy in production 

and operation, a large number of gaseous pollutants 

such as sulfur dioxide were directly discharged. 

Meanwhile, industrial wastewater (waste liquid) and 

other liquid pollutants were also directly discharged into 

rivers and lakes, causing serious local air and water 

pollution. In addition, there is also soil pollution caused 

by the random disposal of solid waste by MNEs. Second, 

predatory exploitation of natural resources. China's 

abundant natural resources are one of the important 

factors attracting MNEs to invest in China. However, 

while some MNEs exploit China's natural resources, 

they are unwilling to undertake the obligation of 

environmental protection, which leads to the serious 

damage of China's natural environment. Although China 

restricts international investment in exploration and 

development of rare metals and fishing through Special 

Administrative Measures (Negative List) for Foreign 

Investment Access, it imposes relatively loose 

restrictions on international investment from the 

perspective of natural resource protection. This lack of 

system enables MNEs to carry out predatory 

development with the acquiescence of local 

governments as long as they do not violate the system 

bottom line stipulated by the Chinese government, thus 

causing irreparable damage to the local ecological 

environment. Third, use China as a waste disposal 

center. MNEs export waste to China by paying high 

waste disposal fees. China gets high waste treatment 

fees and cheap raw materials from the waste. For 

developed countries with higher labor costs, such 

recycling is unprofitable. Still, China relies on a large 

number of cheap labor brought by the demographic 

dividend, established the mode of garbage sorting and 

recycling coordinated by manpower and machinery. 

Nevertheless, this model has many disadvantages. First 

of all, most of the garbage can only be stored in the 

open garbage dumps, and the long-term stacking 

pollutes the water and soil around the dumps. Secondly, 

practitioners have been exposed to harmful gases such 

as ammonia and sulfide released from garbage for a 

long time, which may cause damage to their health that 

is difficult to recover. Finally, the non-recyclable 

garbage can only be destroyed by centralized 

incineration, which seriously damages the surrounding 

air quality. In summary, the paper takes the 

environmental damage caused by MNEs to China as the 

entry point, cites the current laws and regulations and 

relevant cases, analyzes and studies the defects of 

China's current environmental supervision system for 

foreign investment, and proposes corresponding 

governance measures on this basis. 

2. PROBLEMS OBSERVED 

2.1.The current environmental management 

mechanism 

The market access of MNEs in China is subjected to 

the Foreign Investment Law of the People's Republic of 

China (hereinafter referred to as Foreign Investment 

Law) and the Negative List of Foreign Access 

(hereinafter referred to as Negative List). The Foreign 

Investment Law clearly stipulates that "The access of 

multinational companies should refer to the Negative 

List. Apart from companies that belong to the ‘restricted’ 

or ‘prohibited’ categories, the entry of other companies 

should follow national treatments”[5]. There are no 

explicit auditing measures for companies that may cause 

ecological damage or environmental pollution in the 

latest Negative List. However, in the 2015 Negative List 

(Draft for Comment), it is clearly stated that strict 

control will be taken on ecological protection, which 
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shows that environmental protection has gradually 

attracted the attention of the Chinese government. 

China mainly regulates the environmental problems 

of MNEs according to Environmental Protection Law, 

Water Pollution Law, Air Pollution Law, and Solid 

Waste Management Law. A relatively complete 

environmental management mechanism has been 

formed under the framework of Environmental 

Protection Law. This kind of management mechanism 

includes the precautionary system with environmental 

protection planning, project environmental assessment, 

environmental carrying capacity monitoring, and early 

warning mechanism. It also includes an in-process 

supervision system with environmental monitoring 

system, a "three simultaneities" system, sewage charge 

(tax) system, and total amount control system, as well as 

the post-compensation system for ecological restoration 

and the liability insurance system for environmental 

pollution [6]. 

Among them, the precautionary system plays a very 

important role. Within this system, the environmental 

impact assessment system is the most mature system at 

present. China introduced the environmental impact 

assessment system in 1973. In 2003, a special 

environmental impact assessment law was formally 

implemented. It is an important part of the precautionary 

system, which plays a key role in the process of 

environmental access of MNEs. However, compared 

with other developed countries, there are still many 

limitations in the specific operation of environmental 

impact assessment in China. Such as the lack of 

effective public participation in the environmental 

impact process, the low degree of enterprise information 

disclosure, and so on. These limitations decrease the 

restricting the access of enterprises related to 

environmental pollution, increasing the burden of 

follow-up management and increasing the possible 

environmental costs. 

In addition, as far as the post-compensation system 

is concerned, the biggest problem in our country is the 

lack of guiding cases for reference in judicial practice. 

The Supreme people`s Court of The People`s Republic 

of China (hereinafter referred to as The Supreme Court) 

has issued a total of 26 batches of 147 guiding cases 

(No.9 and No.20 guiding cases are no longer applicable 

from January 1, 2021). Of the 147 guiding cases, only 

13 are related to environmental protection, accounting 

for a relatively small proportion in the overall case. At 

the same time, the release time of these cases is 

relatively late-most of them were released in 2020. And 

it does not include related cases involving 

environmental infringement of MNEs. The 

promulgation of guiding cases reflects that 

environmental protection issues have gradually gained 

the attention of our judicial organs. It also provides trial 

guidance for similar cases in the future. However, 

compared with the normal law countries with earlier 

promulgation and perfect system, there is still much 

room for improvement in guiding cases in China. 

2.2.The liability distribution between parent 

and subsidiary companies 

In June 2011, an oil spill occurred in Penglai 19-3 

Oilfield. After the incident, ConocoPhillips China Co., 

Ltd. (hereinafter referred to as ConocoPhillips China) 

attempted to conceal and cover up the pollution facts 

caused by itself by taking measures to delay false 

reporting. It led to expanding the oil pollution area 

along the coast of Laoting County from the original 840 

square kilometers to 6,200 square kilometers. It has 

caused direct losses of hundreds of millions of yuan to 

coastal aquaculture in Laoting County. This oil spill has 

had a huge impact on coastal residents' lives and caused 

huge losses to aquaculture and other related industries 

around the Bohai Sea and even brought irreparable 

losses to the ecosystem of the Bohai Sea. Two months 

after the accident, the Beihai Branch of the State 

Oceanic Administration of China filed a public interest 

lawsuit for damages against the party responsible for the 

accident on behalf of the state. However, it was not until 

April 2014 that the State Oceanic Administration 

announced that ConocoPhillips China Limited and 

China National Offshore Oil Corporation had paid a 

total of 1.683 billion yuan for the accident. The operator 

who caused the accident was ConocoPhillips China. It is 

a wholly-owned subsidiary of ConocoPhillips. However, 

for this compensation, the parent company 

ConocoPhillips only contributed 1.09 billion yuan. 

It can be seen from this that the compensation work 

for this incident is not going smoothly in terms of time. 

We can see that it is still difficult for a country's 

government department to claim compensation for large 

multinational parent-subsidiary companies that cause 

serious pollution. In addition, the regulations on how 

parent-subsidiary companies bear legal responsibilities 

are not perfect. It is a long way to ask the parent 

company and the subsidiary company to jointly bear the 

civil liability for compensation in environmental 

infringement. It is worth noting that in this case, 

ConocoPhillips, as the parent company, has assumed the 

corresponding liability for compensation for the 

environmental pollution caused by its wholly-owned 

subsidiary. From the results of this liability, we can 

easily find that if the improper behavior of the company 

causes the environmental pollution. The parent company 

can't take any responsibility on the grounds of limited 

liability or independent legal personality. Instead, it 

should assume the corporate social responsibility that 

MNEs should have. However, in practice, the existing 

laws do not clearly stipulate how to shoulder the 

responsibility of environmental protection jointly by the 

parent company and investigate the parent company's 
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responsibility. At present, only Article 5 of Company 

Law and Article 9 of Civil Code stipulate that 

companies should bear corresponding social 

responsibilities. However, the above provisions do not 

specify the specific content and responsibility of social 

responsibility. It is only a principle provision, which is 

not operable in judicial practice [7].  

Some scholars argue that the system of denial of 

legal personality can be invoked in view of 

environmental tort liability determination. That is, 

although the company has an independent legal 

personality and can bear civil liability independently 

when the improper behavior of its subsidiary causes 

environmental damage, it should not only pursue the 

liability of its subsidiary under any circumstances [8]. 

Especially when the subsidiary company is unable to 

bear the responsibility or the personality of the parent 

company is confused. The system of denying the 

personality of a legal person should be invoked at this 

time, and the parent company should be included in the 

scope of liability subject to tort damages. For example, 

after the pollution incident occurred in Xinyi Zijin 

Mining, the plaintiff claimed that Xinyi Zijin was 

confused with Zijin Group in property, personnel, 

business, and other aspects. The legal person of Xinyi 

Zijin Company had no independent personality right. 

Therefore, Zijin Group should be listed as a co-

defendant, and Zijin Group should be jointly and 

severally liable for compensation. Limited liability can't 

be an excuse for the company to harm public interests. 

In the environmental pollution incidents of MNEs, it is 

necessary to identify the situations in which the parent 

and subsidiary companies apply or inappropriately 

apply personality denial to find the best balance 

between safeguarding the interests of MNEs and 

environmental protection. Because the company 

operation is an extremely complicated process, 

especially when MNEs set up subsidiaries in the host 

country, their relationship is more complicated. 

Although the subsidiary is independent according to the 

law, the parent company and the subsidiary will 

inevitably have business contacts, personnel flow, 

resource sharing, etc. Therefore, it is very important to 

judge whether there is a confusion of corporate 

personality between parent and subsidiary companies in 

the case of environmental infringement. According to 

the relevant provisions of Article 20 of the Company 

Law, when the shareholders of the company abuse their 

rights and cause damage, they should compensate the 

creditors of the company. Then when the parent 

company, as a shareholder of the subsidiary, abuses its 

power and causes environmental infringement of the 

subsidiary, the parent should bear the liability for 

compensation. However, this article only stipulates 

those creditors have the right to exercise the system of 

denial of legal personality but does not provide for other 

subjects. In other words, the subject scope of the 

corporate personality ignorance system in China's 

company law is narrow. It is difficult to apply the denial 

of corporate personality to environmental pollution, 

which harms public interests. 

 

 

2.3.The number of punitive damages 

From the introduction of the punitive damages 

system in Consumer Protection Law to establishing a 

punitive damages system in ecological environment 

infringement in the Civil Code, the legislative evolution 

of punitive damages shows that. The punitive damages 

system of ecological, environmental infringement is a 

system that grafts the strictness of public law in 

regulating environmental violations and the flexibility 

of private law in enforcing laws. It is close to civil 

liability in form and similar to administrative liability or 

criminal liability in nature.  

At present, in China's judicial practice, the 

subjective elements of the punitive damages system for 

infringement of ecological environment are still limited 

to the category of "intention", which excludes the 

application of "gross negligence"[9]. In addition, 

countries different from the common law system need to 

consider many factors when determining punitive 

damages. When determining the number of punitive 

damages in China, we mainly consider the actual 

damages. According to the Product Liability Law and 

the Food Safety Law provisions, punitive damages are 

determined because the victim suffers actual losses or 

pays the price. Therefore, the main consideration is the 

actual damage suffered by the victim. In practice, the 

premise of advocating punitive damages is that 

environmental tort has caused serious personal injury, 

property damage, and ecological environment damage. 

Among them, the determination of punitive damages for 

ecological, environmental damage, its base is mainly the 

loss of service function and the loss caused by 

permanent damage of ecological environment function 

during ecological environment restoration. In addition, 

to properly coordinate the relationship between 

environmental protection and economic development, 

and at the same time, to ensure a reasonable proportion 

between compensatory damages and punitive damages, 

China has limited the maximum amount of punitive 

damages. The above legal provisions seem reasonable. 

However, in practice, MNEs frequently violate our 

environment because the amount of compensation for 

environmental damage in China is far lower than the 

regulations of their home countries. Therefore, China 

must redefine the punitive damages system for 

environmental damage. 

3. SUGGESTIONS 
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3.1. Improving the legal provisions on the 

environmental responsibility of MNEs in China 

As mentioned above, on the one hand, China lacks 

the guiding case about environmental protection. But, 

on the other hand, there is still a gap between the 

environmental standards and the current international 

mainstream standards. This is one of the reasons why 

MNEs take the opportunity to create environmental 

problems in China. Therefore, China should clearly 

formulate the environmental liability of MNEs in China, 

intensifying the punitive measures of illegal discharge 

of pollutants, perfecting the construction of an 

environmental tax system, and supplementing the 

liability of MNEs for pollution in China. 

First of all, we should clarify the environmental 

responsibility of MNEs in China. When signing 

investment agreements related to international trade 

with the home countries of MNEs, necessary 

environmental provisions shall be added. For example, 

the behavior of MNEs in China must meet certain 

environmental standards. Otherwise, they will be 

punished accordingly. Secondly, we should improve the 

environmental legal system of our country, keeping the 

emission standards of pollutants consistent with the 

international mainstream ISO140000 environmental 

standards and stipulating the corresponding punishment 

measures. Finally, MNEs must strictly abide by China’s 

environmental protection standards and requirements 

and earnestly fulfill the corresponding environmental 

obligations. It is worth noting that when MNEs in 

special industries enter China, such as the chemical 

industry, MNEs and the government of the place where 

they invest can be required to sign a guarantee with the 

same environmental standards and responsibilities as 

their home country. 

At present, China lacks a complete system of the 

environmental taxation system. The development of the 

environmental tax system in developed countries is 

quite mature. The practical experience and theoretical 

research of OECD countries show that establishing an 

environmental tax system can effectively reduce the 

environmental pollution caused by MNEs in host 

countries[10]. Therefore, China can take environmental 

protection as the core and learn from the beneficial 

experience of developed countries to improve China's 

environmental tax system. Specifically, from the scope 

of taxpayers, we can set taxpayers as MNEs that 

develop and use environmental resources and cause 

environmental pollution. From the perspective of 

expropriation scope, non-renewable resources, rare 

resources, and polluting behaviors in production are the 

main ones. Tax incentives can be implemented for 

effective pollution control and clean production from 

the perspective of tax incentives. 

Companies' environmental standards and 

requirements in developed countries are relatively high, 

and a special environmental information disclosure 

system is formulated. MNEs in the motherland's 

operations generally strictly abide by the relevant 

environmental responsibility standards of the 

motherland and strictly disclose the environmental 

information of the enterprise. However, since my 

country’s environmental protection legal system is not 

perfect, MNEs’ subsidiaries often take trade secrets 

excuses to refuse to undertake this obligation. Therefore, 

from the perspective of preventing MNEs to make 

damages to our country, to contain environmental 

pollution behaviors, the environmental information 

disclosure system should be improved, and the disclosed 

content, method, evaluation criteria, etc. The detailed 

and specific standards should be stipulated to ensure the 

operability of the system. Public information is 

disclosed as an important legal obligation of MNEs 

while strengthening the transparency of MNEs in my 

country's performance responsibility. The system not 

only requires a subsidiary of MNEs to fulfill this 

obligation, considering the relationship between the 

parent company and subsidiary. The subsidiary's 

business activities and business scope are generally held 

and decided by the parent company, so the parent 

company of MNEs must provide necessary cooperation 

and support. 

When claiming accountability for MNEs, it may 

happen that the subsidiaries of MNEs in the host 

country cannot afford compensation for environmental 

damage. In view of this situation, it is necessary to 

consider the responsibility of the parent company. 

However, according to our country's existing laws and 

regulations, there is a phenomenon that it is hard to 

claim accountability. Some scholars have suggested that 

the system of denial of corporate personality in the 

Company Law can be introduced in the aspect of 

environmental damage compensation. However, in 

China, this system mainly prevents the company's 

shareholders from abusing the company's independent 

personality and infringing on the interests of creditors. 

Creditors have the right to request the court to apply this 

system only when the creditor’s rights are not realized. 

In a word, the application scope of the denial of legal 

personality in China is narrow. The factors that need to 

be considered when applying the system in the United 

States include “damage to the public interests”. In 

essence, environmental damage is damage to public 

social interests. Therefore, China should improve the 

Company Law and other regulations, and bring 

“damage to public social interests” into the system of 

denial of corporate personality. There can be laws to 

follow when the parent company is investigated for 

environmental damage responsibility. 
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3.2. Strengthening the supervision of MNEs’ 

environmental pollution behaviors 

First of all, the country should try to establish an 

independent environmental supervision department of 

MNEs, which should examine whether local 

governments prioritize economic development at the 

expense of environmental damage. At ordinary times, 

environmental supervision departments should pay more 

attention to the relevant environmental protection 

aspects of MNEs, so that they can consciously and 

actively accept guidance and supervision. In addition, 

the environmental protection department should also 

pay attention to the production norms of MNEs, 

strengthen the adjustment of industrial structure, 

eliminate backward enterprises with relatively serious 

environmental pollution, strengthen environmental law 

enforcement, and create a good environment under the 

rule of law, to achieve the goal of implementing the 

supervision and enforcement of MNEs. Finally, the 

supervision of local governments should be 

strengthened to ensure that local governments strictly 

enforce the law. To promote the enthusiasm of local 

governments in law enforcement, environmental 

protection can be regarded as part of the achievements 

of local governments. Let local governments pay 

attention to environmental issues and earnestly 

implement the environmental standards of the central 

government. 

Second, strengthen the participation of non-

governmental organizations. In recent years, non-

governmental organizations have gradually grown in the 

field of human rights and environmental sectors, and 

become an active person who maintains world peace 

and security. Among them, non-governmental 

environmental protection organizations, with their 

unique professionalism and influence, achieve the goal 

of harmonious progress between human economic 

development and ecological environment protection by 

participating in the formulation of international 

environmental standards, supervising the environmental 

impact behavior of MNEs, providing advice for the 

formulation of national environmental policies, and 

disseminating environmental protection knowledge to 

the public. On this basis, our country can make full use 

of the participation of third-party organizations and the 

public to monitor the environmental pollution of MNEs. 

China’s Constitution affirms the state’s obligation to 

protect the environment in the form of a basic national 

policy. The academic theory of a country ruled by law 

generally holds that the state’s obligation originates 

from the basic rights of citizens and arises at the request 

of the basic rights of citizens, to safeguard the basic 

rights of citizens. Therefore, the basic right of citizens to 

enjoy environmental rights contains the legal basis 

behind the constitutional provisions [11]. The 

“environmental right” is universally recognized. Every 

citizen has the right to protect his living environment 

from any country or individual, providing a legal basis 

for natural persons and non-governmental organizations 

to exercise their supervisory power. Public participation 

in environmental protection activities can have positive 

significance for the development of environmental 

protection. As the direct victims of environmental 

pollution and the main bearers of pollution 

consequences, the public should play an active role in 

dealing with environmental pollution. Therefore, the 

state can’t ignore the power of the public, encouraging 

the public to establish the awareness of environmental 

protection, and actively exercising their rights in the 

process of environmental protection. This requires the 

state to determine citizens’ right to environmental 

supervision and environmental litigation in the form of 

law. The reason is that, on the one hand, it can stimulate 

the enthusiasm of public participation in environmental 

governance; On the other hand, it can effectively curb 

the behavior of MNEs ignoring environmental 

protection. 

3.3. Intensifying penalties for environmental 

pollution 

We will implement strict environmental pollution 

control policies, and increase penalties for MNEs, thus 

effectively improving the quality of the environment. 

From the basic connotation described by the 

environmental Kuznets curve, it can be seen that the 

developed countries have taken on the road of pollution 

before treatment in the process of economic 

development [12]. At present, China has reached the 

stage of governance, so the government should further 

increase penalties to solve the “historical problems” of 

environmental pollution to introduce foreign capital in 

the past. Environmental goods are regarded as public 

goods in economics, which have the characteristics of 

publicity and irreplaceability. Depending on the nature 

of public goods, the environmental quality of a country 

or region can hardly be improved by private investment. 

At the same time, the over-consumption of 

environmental public goods is a common problem in 

real life and production and the free-rider problem. 

Based on this, the government’s strict environmental 

protection policy can weaken the motivation of the 

developed countries to transfer the highly polluting 

industries to China and change and optimize the 

trajectory of the environmental Kuznets curve. It makes 

the trend of environmental pollution rising in our 

country become flat or be restrained accordingly, to 

improve the environmental quality. 

In short, in terms of the intensity of environmental 

penalties, China’s existing laws and regulations stipulate 

that fines should be imposed according to the 

percentage of direct losses, up to 30% in the highest 

proportion. And there is a limit on the maximum 
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amount of penalties for air pollution, solid waste 

pollution, marine environmental pollution, etc. There is 

an obvious gap between this and the current standard of 

environmental compensation in developed 

countries. MNEs can achieve “zero pollution” in their 

home country but become “major polluters” after 

entering China because the punishment for 

environmental pollution is too light. For example, in the 

ConocoPhillips oil spill in Bohai Bay, the damages paid 

by ConocoPhillips of the United States are only 1 billion 

yuan. This is a far cry from the US Chevron Oil 

Company’s compensation of US $10.7 billion to Brazil 

and the British BP Oil Company’s compensation of 

more than the US $100 billion to the United 

States. According to the regulations of various countries 

on punitive damages, the reason why punitive 

compensation liability is set up is to form a deterrent to 

the relevant subjects and make them take the initiative 

to take measures to reduce the risk of environmental 

pollution after weighing the pros and cons. Only in this 

way can we effectively prevent and curb the 

environmental pollution problems of MNEs. Therefore, 

China should use the provisions of punitive 

compensation in the Civil Code to improve the intensity 

of compensation for environmental damage and 

eliminate the limit of the maximum amount of 

punishment. For the environmental pollution caused by 

MNEs, the amount of compensation should be based on 

its ability to restore the environment to its original state. 

If it cannot be restored, it will be compensated by 

punitive compensation. Only by increasing the intensity 

of punishment can we effectively prevent the 

environmental pollution of MNEs. 

4. CONCLUSION 

Since the early 1990s, the wave of economic 

globalization gradually began to sweep the whole world. 

At the same time, MNEs have brought opportunities for 

developing countries by bringing capital, technology, 

and experience. However, the environmental pollution 

brought by MNEs to host countries have become 

increasingly prominent, and how to improve the 

environmental regulatory mechanism for MNEs has 

become a significant development issue for host 

countries. For example, in China, the current 

environmental regulatory mechanism lacks clear 

auditing measures and lacks guiding cases on 

environmental protection. The current regulations even 

lack provisions to hold the parent companies of MNEs 

accountable, and the number of punitive damages is 

much lower than that of the home countries of MNEs 

regulations. Based on this, this paper argues that China 

should clearly define the environmental liability of 

multinational corporations and improve the 

environmental taxation system. The legal personality 

denial system in corporate law should be introduced 

when pursuing the environmental damage liability of 

parent companies of multinational corporations. On the 

one hand, the supervision of environmental pollution by 

multinational corporations should be strengthened by 

establishing independent environmental supervision 

departments for MNEs and giving them the authority to 

review the law enforcement of local governments. On 

the other hand, the participation of NGOs should also be 

strengthened. Finally, the penalties for environmental 

pollution should be increased. If the maximum penalty 

amount is eliminated, the penalty standard should be 

based on restoring the original state; if it cannot be 

restored, punitive damages should be imposed based on 

the assessment of direct or indirect damages. 
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