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Abstract. In the context of economic globalization, the global operations of multinational
corporations (MNCs) exert a profound impact on the environment. As a core standard governing
corporate environmental conduct, host country regulations play a dual role in shaping MNCs’
fulfillment of environmental responsibilities. This paper first analyzes the composition of host country
regulations, which collectively form the institutional framework constraining the environmental
behavior of MNCs. The study finds that such regulations can promote MNCs’ environmental
responsibility performance by clarifying responsibility boundaries, providing oversight mechanisms,
and driving technological innovation. At the same time, they may impose constraints due to
shortcomings in regulatory design, weak enforcement, and excessively high compliance costs.
Based on these findings, the paper proposes strategies for MNCs, including establishing robust
environmental management systems, actively providing feedback on regulatory implementation
issues, and drawing on international compliance experience. Through this analysis, the paper aims
to offer theoretical references for host countries to improve their environmental regulatory systems
and enhance MNCs’ performance in fulfilling environmental responsibilities, thereby promoting the
coordinated development of cross-border business operations and ecological protection, and
contributing to the achievement of global sustainable development goals.
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1. Introduction

The deepening of economic globalization has positioned multinational corporations as key
participants in global economic activity. Their worldwide resource allocation and production layouts
not only stimulate economic growth in host countries but also give rise to increasingly prominent
environmental challenges. The environmental conduct of MNCs is directly linked not only to the
ecological balance and public health of host countries but also to shared global concerns such as
climate governance and biodiversity conservation 1. As the direct jurisdictions over MNCs’
operations, host countries influence their fulfillment of environmental responsibilities through the
formulation of environmental regulations. Such influence may serve as an institutional driver of green
development or, conversely, as a practical obstacle due to deficiencies in regulatory design or
enforcement. Against this backdrop, systematically analyzing the mechanisms through which host
country regulations affect MNCs’ environmental responsibility performance—and identifying both
the facilitating factors and constraining bottlenecks—is of significant theoretical and practical value
for optimizing the global environmental governance system and guiding MNCs in implementing
sustainable development principles. This paper engages in an in-depth discussion on this core issue.

2. Overview of Host Country Regulations

2.1. Environmental Standards

Environmental standards in host countries serve as benchmarks for assessing the impact of
multinational corporations’ (MNCs) business activities on the surrounding environment. These
standards generally encompass limits on pollutant emissions, requirements for resource use efficiency,
and provisions for ecological protection, among other aspects. The stringency of such standards varies
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across countries. Developed countries typically formulate more rigorous environmental guidelines.
For example, the European Union’s Industrial Emissions Directive specifies concrete limit values for
atmospheric and water pollutants, and updates these standards periodically based on technological
advancements and environmental impact assessments. In contrast, some developing countries—due
to their economic development priorities and technological constraints—maintain relatively lower
levels of environmental standards, and the pace of updates tends to be slower. This divergence poses
differentiated challenges for MNCs operating across regions. The continual evolution of
environmental standards also requires MNCs to adjust their production and environmental protection
strategies on an ongoing basis to meet new compliance demands.

2.2. Regulatory Mechanisms

Regulatory mechanisms are the organizational and procedural arrangements that enable host
countries to ensure the effective implementation of environmental regulations, serving as the critical
link between legal provisions and actual enforcement. Host countries typically establish multi-tiered
regulatory systems, including specialized administrative bodies responsible for executing and
monitoring regulations, as well as clearly defined divisions of responsibility and cooperation models
among relevant departments. The regulatory process generally covers pre-approval of MNCs’
environmental activities, ongoing monitoring during operations, and post-event evaluations. By
establishing a regular inspection system, authorities can promptly obtain information on the extent to
which  MNCs fulfill their environmental responsibilities. Most regulatory mechanisms also
incorporate elements of social oversight, such as requiring MNCs to disclose environmental
information to the public, thereby encouraging public participation in environmental governance.
This fosters synergy between governmental regulation and societal supervision, ensuring that MNCs’
environmental conduct remains under effective constraint.

2.3. Penalty Measures

Penalty measures are mandatory enforcement tools established by host countries to uphold the
authority of environmental regulations, aiming to deter environmental violations by raising the cost
of non-compliance for MNCs. The design of such measures must correspond to the severity of the
violation, forming a graduated system of sanctions. These range from warnings and deadlines for
rectification in the case of minor infractions, to monetary fines, production restrictions, and even
revocation of operating licenses for severe breaches. The enforcement of penalties must follow legal
procedures to ensure fairness and impartiality. The primary function of these measures is to provide
a clear deterrent through explicit consequences, thereby reinforcing MNCs’ respect for environmental
regulations and motivating them to proactively integrate environmental compliance into their
business decision-making processes—ultimately reducing the occurrence of environmental violations
at the source (4],

3. The Promotive Role of Host Country Regulations in Multinational
Corporations’ Fulfillment of Environmental Responsibilities

3.1. Clarifying Responsibility Boundaries

The business activities of multinational corporations (MNCs) span multiple legal jurisdictions, and
the determination of their environmental responsibilities can easily become blurred due to factors
such as territorial jurisdiction and the relevance of specific business activities. This ambiguity can
result in the absence of a clear basis for responsibility enforcement. Host country regulations, through
specific provisions, systematically define the environmental obligations of MNCs within their
territories. These include controlling pollutant emissions in production processes, requirements for
waste disposal, ecological impact assessments during operations, and obligations for environmental
remediation. Such definitions not only delimit the scope of behavior but also specify the responsible
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entities and the means of fulfilling obligations, enabling MNC:s to clearly understand their roles and
tasks in environmental governance. Clear delineation of responsibilities reduces overlaps or gaps,
prevents disputes arising from ambiguous definitions between MNCs and host countries, and lays a
solid foundation for the formulation of targeted environmental responsibility plans.

3.2. Providing Supervisory Mechanisms

The environmental behavior of MNCs often exhibits concealment and complexity, making it
insufficient to rely solely on corporate self-discipline to ensure effective fulfillment of environmental
responsibilities. External oversight is necessary to impose regular constraints. Host country
regulations establish systematic regulatory mechanisms by setting up dedicated supervisory agencies,
standardizing oversight processes, and clarifying monitoring content. These agencies, acting within
the powers granted by law, conduct periodic inspections and dynamic monitoring of MNCs’
environmental conduct, such as reviewing pollutant emission data and checking the operational status
of environmental protection facilities. Most regulations also stipulate channels for public participation
in oversight, allowing societal actors to supervise MNCs’ environmental behavior and report issues.
This multi-tiered supervision system generates continuous external pressure, prompting MNCs to
integrate environmental responsibility implementation into their daily management processes, and to
respond to external oversight requirements through internal institutional arrangements—thereby
ensuring ongoing compliance with regulatory standards.

Table 1: Composition of Supervisory Mechanisms under Host Country Regulations
Supervisory

body Supervision methods Supervisory contents Supervisory Objectives
Verification of pollutant To promptly grasp the
.- e discharge data, environmental
Specialized Regular verification . . Lo )
! inspection of the responsibility fulfillment
regulatory and dynamic . h—
2 operation status of status of multinational
agency monitoring ; . .
environmental protection | companies, and urge them
facilities, etc. to comply with regulations
Participating in To create external pressure
supervision and All kinds of P ’

assist in supervision, and

The general | providing feedback on | environmental behaviors .
. i o ensure the compliance of
public issues through of multinational S .
X . multinational companies
channels stipulated by companies . .
. environmental behaviors
regulations

3.3. Driving Technological Innovation

The updating and tightening of environmental regulations render traditional production modes and
technologies insufficient for compliance, thereby objectively motivating MNCs to pursue
technological breakthroughs in order to meet new environmental standards. Regulatory provisions on
pollutant emission limits and resource efficiency indicators serve as direct guidance for MNCs’
technological innovation efforts. For example, when facing increasingly stringent environmental
regulations in multiple countries, Epson responded proactively. To meet these requirements, Epson
invested in developing innovative environmental technologies, launching its original Heat-Free inkjet
printing technology, which generates no heat during the ink ejection process and significantly reduces
energy consumption—aligning with strict host country standards on energy use and pollutant
emissions 71, Epson also opened its printhead technology to domestic printing companies for joint
innovation, promoting the decarbonization of digital printing and creating new technological
advantages.
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4. The Restrictive Role of Host Country Regulations in Multinational
Corporations’ Fulfillment of Environmental Responsibilities

4.1. Enforcement Gaps Caused by Regulatory Deficiencies

Environmental issues are complex and ever-changing, requiring regulatory systems to be
comprehensive and precise. However, in some host countries, environmental regulations lag behind
the evolving needs of environmental governance, leading to systemic shortcomings. Ambiguities in
legal provisions leave MNCs without clear guidance in understanding and implementing their
obligations. In certain specialized business processes or in addressing new types of environmental
impacts, incomplete regulatory coverage can result in supervisory blind spots. Such deficiencies
deprive MNCs of reliable references for determining their responsibilities; they may either curtail
necessary operations for fear of excessive liability, or neglect certain environmental risks due to
unclear responsibilities. Enforcement gaps may also give rise to unfair competition, as some MNCs
exploit regulatory loopholes to evade environmental obligations, undermining fair market order and
ultimately diminishing the industry’s overall willingness to assume environmental responsibilities.

4.2. \Weak Enforcement as an Obstacle

The effectiveness of regulations depends on their enforcement. Without effective implementation,
regulations cannot exert substantive constraints on MNCs’ environmental behavior. In some host
countries, due to deficiencies in regulatory systems, inadequate allocation of enforcement resources,
or interference from local protectionism, it is difficult to investigate and address MNCs’
environmental violations promptly and effectively. Leniency in enforcement and flexible application
of rules can make the cost of violation far lower than the cost of compliance. Motivated by profit,
MNCs may choose to ignore environmental responsibilities under such conditions. Weak
enforcement erodes the authority of regulations, fosters a sense of impunity among corporations, and
encourages them to view environmental compliance as optional rather than as a binding obligation—
reducing environmental responsibility fulfillment to a mere formality and undermining the ecological
protection goals originally intended by the regulations.

4.3. Excessive Compliance Costs as a Burden on MNCs

The formulation of environmental regulations must strike a balance between ecological protection
and economic development. If host countries set standards that are disconnected from their own
economic realities and technological capacities, MNCs may face excessively high compliance costs.
Overly stringent environmental standards or unreasonable requirements for environmental protection
facilities can significantly increase operating costs, squeezing profit margins. For MNCs that depend
on economies of scale or operate in low-margin industries, such financial pressure can jeopardize
normal operations, forcing them to choose between survival and compliance. In such circumstances,
MNCs may reduce their investment in fulfilling environmental responsibilities, or even resort to non-
compliant measures such as simplifying environmental processes or lowering standards to control
costs—ultimately causing negative impacts on the host country’s ecological environment.

5. Strategies for MNCs to Address Host Country Regulations

5.1. Establishing Comprehensive Environmental Management Systems

As host countries’ environmental regulations become increasingly detailed and stringent, passive
compliance alone is insufficient for MNCs to meet complex requirements. Building a comprehensive
environmental management system becomes a foundational initiative for proactively adapting to the
regulatory environment. This system should encompass all stages from decision-making to execution.
Environmental objectives should be aligned with host country regulatory requirements to ensure that
business activities meet local standards. Environmental risk assessments must thoroughly identify
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potential regulatory breaches in production processes, providing a basis for preventive measures.
Monitoring mechanisms should enable real-time tracking of the environmental performance of all
business units, quickly detecting deviations from regulatory standards [&-°1. Performance evaluations
should treat regulatory compliance as a core criterion, supporting continuous improvement in
environmental responsibility fulfillment. Through the smooth functioning of such a system, MNCs
can internalize host country regulatory requirements into their management norms, establishing a
long-term mechanism for proactive environmental responsibility.

5.2. Actively Providing Feedback on Regulatory Implementation Issues

In some cases, host country environmental regulations may be disconnected from actual business
conditions, and as industries evolve, new issues may arise during implementation. As direct
implementers of these regulations, MNCs have firsthand insights into their rationality and operability.
Actively providing feedback on implementation issues is therefore an important way for MNCs to
participate in improving regulations. MNCs should establish regular communication channels with
host country regulatory bodies. For provisions with ambiguous wording, they can formally request
clarification to avoid compliance risks arising from misinterpretation. For unreasonable requirements
identified during implementation, MNCs should submit amendment proposals based on industry
characteristics and technological realities, providing practical evidence to support regulatory
refinement. Procedural issues encountered during enforcement should also be reported to regulators,
helping to standardize enforcement processes and reduce compliance costs stemming from regulatory
deficiencies.

5.3. Drawing on Compliance Experiences of Other MNCs

When entering new markets, MNCs often face challenges from unfamiliar regulatory
environments. The mature compliance experiences accumulated by MNCs from other countries
through long-term practice can offer valuable reference points. For example, when Shell entered an
emerging market, it examined the compliance strategies of other multinational energy companies
operating in similar regions. Faced with strict carbon emissions accounting and reporting regulations,
Shell studied BP’s carbon tracking system developed for the European market—a system that enabled
BP to keep carbon emissions accounting errors within 5% and achieve a 98% approval rate for
compliance reports. Shell adapted this system to its own oil and gas exploration and refining
operations, creating a localized carbon emissions data management system covering the entire value
chain from exploration to sales. Figure 1 shows the comparison of Shell’s carbon emissions
compliance rates in this emerging market before and after system adoption %, Drawing on others’
experience does not mean direct replication; instead, it requires adapting best practices to the specific
characteristics of one’s business and the regulatory environment of the target host country, ensuring
compliance while sustaining business operations.
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Figure 1: Comparison of Shell’s Carbon Emissions Compliance Rates in an Emerging Market
Before and After System Improvement

6. Conclusion

The impact of host country regulations on multinational corporations’ (MNCs) fulfillment of
environmental responsibilities is complex and multifaceted. A well-designed and improved
regulatory framework can provide effective guidance and safeguards for MNCs’ environmental
responsibility performance, encouraging them to place greater emphasis on environmental protection
in their operations. However, shortcomings in regulation and weak enforcement can also constrain
the fulfillment of such responsibilities. MNCs must fully recognize these influences and adopt
proactive and effective strategies to adapt to host country regulatory requirements. At the same time,
host countries should continuously improve their environmental regulatory systems and strengthen
enforcement, thereby creating a favorable institutional environment for MNCs to fulfill their
environmental responsibilities. Only through joint efforts between MNCs and host countries can
coordinate development between cross-border business operations and environmental protection be
achieved, contributing to the sustained improvement of the global ecological environment.

References

[1] Pan, F., Xi, B., & Wang, L. (2014). Evolutionary game analysis of environmental regulation strategies
among local governments. China Population Resources and Environment, 24(6), 97-102.

[2] Aaguilera-Caracuel, J., & Ortiz-de-Mandojana, N. (2013). Green innovation and financial performance:
An institutional approach. Organization & Environment, 26(4), 365-385.

[3] Luo, X., & Liu, W. (2019). Political connection and corporate environmental violation punishment:
Shelter or supervision—evidence from PE database. Journal of Shanxi University of Finance and
Economics, 41(10), 85-99.

[4] Murty, M. N., & Kumar, S. (2003). Win-win opportunities and environmental regulation: Testing of porter
hypothesis for Indian manufacturing industries. Journal of Environmental Management, 67(2), 139-144.

[5] Li, X. (2020). Research on the influence of environmental regulations on China's foreign direct
investment—based on the perspective of home country. University of International Business and
Economics.

[6] Ghoul, S. E., Guedhami, O., Kwok, C., & Mishra, D. R. (2011). Does corporate social responsibility affect
the cost of capital? Journal of Banking & Finance, 35(9), 2388-2406.



Journal of Education, Humanities and Social Sciences ASSSD 2025
Volume 60 (2025)

[7] Kong, D., Wei, Y., & Ji, M. (2021). Study on the influence of environmental protection fee to tax on
enterprise green information disclosure. Securities Market Herald, 8(1), 2-14.

[8] Lin,K.J., Tan,J., Zhao, L., & Karim, K. (2015). In the name of charity: Political connections and strategic
corporate social responsibility in a transition economy. Journal of Corporate Finance, 32, 327-346.

[9] Gan, S., Yang, W., & Wang, H. (2019). Property right nature, political connection and tax stickiness.
Modern Finance and Economics (Journal of Tianjin University of Finance and Economics), 39(2), 43-56.

[10] Bi, Q., Peng, J., & Zuo, Y. (2012). Environmental information disclosure system, corporate governance
and environmental information disclosure. Accounting Research, 7(1), 39-47.



