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Abstract

Against the macro-background of ““‘carbon peaking and carbon neutrality” goals, eco-environment protection regulations
are increasingly stricter. Facing high government regulatory risks and frequent environment lawsuits, corporate
environmental compliance starts to play a vital role in healthy corporate operation. Law fulfillment routes constitute
a critical part in corporate environmental compliance. Few academic scholars have conducted a profound analysis
or discussion of legal accomplishment routes for corporate environmental compliances. As a matter of fact, legal
routes for accomplishing corporate environmental compliance should be based proper theories concerning corporate
environmental rights and obligations as well as dual layer nested governance structure (government environmental
power and corporate environmental liabilities). Under the guidance of environmental jurisprudence, enterprises are
responsible for setting up practical legal fulfillment routes for their environmental compliance-related rights and
obligations. A diversified environmental governance layout composed of government regulation, enterprise self-
discipline and social participation should be established. Within enterprises, effective legal routes should be developed

for dealing with government regulatory risks and environment lawsuit risks at the same time.

Keywords: “Carbon Peaking and Carbon Neutrality” Goals, Environmental Risk Response, Environmental Jurisprudence.

1. Introduction

In March 2021, in the 9th meeting of the Central Finance and
Economics Committee, it was proposed to include carbon peaking
and carbon neutrality into “the overall layout of ecological
civilization construction”. Therefore, it becomes an inevitable
requirement to reinforce corporate environmental compliance
mechanism construction in accomplishing “carbon peaking and
carbon neutrality” goals. Corporate environmental compliance
starts to play a critical role in standard and healthy corporate
operation. The demand for corporate environmental compliance
is unprecedently eager now [1]. Against the macro-background
of carbon peaking and carbon neutrality goals, our country has
gradually shifted from “dual control on total energy consumed
and energy consumption intensity” to “dual control on total carbon
emission and intensity”. A rising tendency has been witnessed in
the prices of related commodities. Enterprises are facing much
higher environmental regulatory pressure. A number of them
are forced to reduce production or even be closed due to non-
compliance with relevant environmental laws and regulations.
This severely undermines corporate production and operation.

As few corporates could avoid causing environmental pollution
and ecological damage during their development, corporate
environmental compliance is increasingly important in helping
corporates in dealing with possible government regulation and
environment lawsuits [2]. Previous works and papers concerning
corporate compliance either focus too much on discussing
corporate environmental compliance alone to conduct a categorized
collation or analyze the corporate environmental compliance from
management perspective instead of legal perspective without
giving any compliance suggestions and strategies. It’s usually too
late when enterprises find themselves caught in environmental
non-compliance [3]. In view of this, it is urgent now to build
legal routes for corporate environmental compliance in the future
[4]. Next the authors are going to analyze how to build legal
accomplishment routes of corporate environmental compliance
in three parts. In the first place, existing environmental risks
faced by enterprises are categorized to demonstrate prerequisites
for corporate environmental compliance. Then, an analysis is
performed on jurisprudence structure of corporate environmental
compliance to determine the fundamental jurisprudence for

Politi Sci Int, 2025

Volume 3 | Issue 1 | 1



enterprises to conduct environmental compliance work. At last,
based on the aforesaid work, we set out to build legal accomplish
routes for domestic corporate environmental compliance in the
government-enterprise-society common governance structure.

1.1 Prerequisites for Corporate Environmental Compliance:
Environmental Risk Response

Corporate environmental compliance risk is the risk of legal
liability, regulatory punishment, financial and reputation loss
or even bankruptcy faced by an enterprise after violating
environmental protection laws or regulations [5]. The emerging
multi-governing model in environmental protection could be
viewed as a kind of benign interaction among three parties, namely
duteous government, law-abiding enterprise and active public [6].
However, practice reveals those three parties appear insufficient
in fulfilling their governance duties so that they can hardly
complete the environmental governance tasks. Apart from that,
government regulation force lacks standardization, and disorderly
public participation becomes prominent. 6All those factors bring
in dual environmental risks for enterprises in their production and
management, namely government regulation and environment
lawsuit.

2. Government Regulation Risk: Realistic Basis and Practice
Logic

In recent years, with proposal of “carbon peaking and carbon
neutrality” goals, corporate environmental compliance is
shifting from “dual control on total energy consumed and energy
consumption intensity” to “dual control on total carbon emission
and intensity”. The practical and frequent legal risks including
administrative punishment, production suspension and even
criminal accountability faced by enterprises cannot be ignored
now. As environmental protection turmoil becomes normalized, it
turns out to be especially important and urgent now to enhance the
preventive measures against government regulation risk. “Immense
tension and profound crack” [7]. Corporate environmental
compliance is both a kind of protection of the development right
enjoyed by enterprises and an urge on enterprises to perform their
environmental protection obligations. Government regulation on
enterprises serves as an important propellant for the latter to carry
out environmental compliance work. Nevertheless, this also has its
own complicated objective background, including realistic basis
of government’s over-regulation and practice logic of regulation
violation by enterprises.

2.1 Realistic Basis of Over-Regulation on Behalf of the
Government

The realistic basis of government’s over-regulation lies in the
sweeping or radical approach in environmental governance.
Over-regulation by government may leave the impression that
the government “fails to do well in environmental regulation
regardless of its capabilities”. To be more specific, under constant
intense pressure from the state in environmental protection, local
governments have to choose “sweeping” approach. The “sweeping”
over-regulation by the government represents ‘“radicalism” in
environmental governance. We may take the compulsory power

switch-out by many local governments as an example. In many
places, widespread power switch-out is applied, which reveals
incompetency in environmental and economic governance. Due
to an ambivalent attitude in synergizing local environmental
governance with economic development, some local governments
have failed to assign carbon emission quotas to economy,
livelihood and environment in a reasonable way in their long-term
development plan. Consequently, their daily governance is still
in the stage of “symptomatic treatment”. When some regions are
after short-term economic effect only so that they acquiesce full-
capacity production by some enterprises and industries and local
carbon emission are beyond permissible limits for long time. In
such case, they have to take some measures such as compulsory
power switch-out to meet “carbon peaking and carbon neutrality”
goals prescribed by the central government. This belongs to typical
symptomatic governance that grasps no essence of an issue. It
could only aggravate local carbon emission and reduce regional
economic structure to be a deformed development featuring low-
level, high-energy consumption and heavy pollution. It also brings
damage to local environment and public livelihood.

2.2 Practice Logic of Supervision Violation by Enterprises
The practice logic underlying supervision violation by enterprises
is their inborn pursuit of benefits and expansion. To maximize profit
and “be systematically irresponsible” for public welfare is the exact
cause for enterprises in polluting the environment and damaging the
ecology [8]. As “rational economic-man”, an enterprise is destined
to maximize its benefit. This is simply unchangeable. Traditional
enterprises’ only goal is to maximize the profit. The unicity in
corporate goal makes them turn a blind eye to environmental
liabilities [9]. Driven by profit-pursuing nature, some enterprises
even take illegal measures such as stealthy emission or discharge to
evade their due environmental protection obligation and pollution
treatment liability. As a co-governor in environmental issues,
some third-party service suppliers may commit illicit behaviors
that are against public interest in environment due to their profit-
seeking nature. Now the widespread environmental illegality cases
in different provinces and cities highlight the stunning number
and scope of environmental non-compliance issues caused by
enterprises. The high number of environmental administrative
punishment cases reflects the fact that profit-seeking nature of
enterprises is still a significant reason hindering performing of
environmental governance obligation. Regardless of enforcement
of a series of “record strict” environmental protection laws and
regulations such as amended Environmental Protection Law and
Air Pollution Prevention and Control Act since 2015, enterprises
that “challenge the law” are never rare.

3. Environmental Lawsuit Risk: “Tyranny of the Majority”
and “Public Opinion Manipulation”

Atpresent, social organizations are still rather weak in power. On the
other hand, the non-disclosure and non-transparency in corporate
environmental information leads to disorderly participation of
social public in environmental governance. As social public
changes from supervisor to co-governor, its discourse power and
influence in this regard would also be enhanced. However, due
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to heterogeneity of interest in the composition of social public,
intergroup benefit conflict and multiple appeals could easily cause
social public participation to become disturbance and such further
social participation crises as “tyranny of the majority” and “public
opinion manipulation” [10]. In such situations, the original public
interest gets translated to be satisfaction of personal interest.
Current legal protection against environmental tort is gradually
transformed from private environmental interest protection to
dual protection of both public and private environmental interest.
It suggests the environmental lawsuit risks faced by enterprises
could be divided into public environmental lawsuit and private
environmental lawsuit.

3.1 Risk of Public-Interest Environmental Lawsuit

As one of the democratic game scenarios, “tyranny of the majority”
could also be traced in the public participation in environmental
issues. The term “public” is in itself a complicated composition
filled with interest distinguishment and conflicts. When it comes
to environmental protection, the “public” can be divided into two
categories, namely the “uninterested public” and the “interested
public”. Social environmental protection organizations are
in the former category, representing social public to take part
in environmental governance and supervise environmental
protection by enterprises [11]. Nevertheless, in reality, scarce
environmental protection organizations could satisfy the lawsuit
prerequisites in Article 55 of Civil Procedure Law and Article 58
of Environmental Protection Act. Appearing quite weak, those
environmental protection organizations could hardly form orderly,
organized and procedure-legitimate supervision mechanisms.
With social organizations being absent in supervision, enterprises
are not effectively restricted when violating environmental
protection regulations so that they are not warned promptly by
related environmental protection organizations about controlling
environmental polluting behaviors in spite of the already
extremely severe environmental pollution and ecological damage
they have committed. In consideration of the dilemma of filing
public-interest lawsuit by environmental protection organizations,
the procuratorate starts undertaking the function of filing such
a lawsuit. In this case, the procuratorate may be viewed as an
uninterested special organization. In accordance with Article 55 of
Civil Procedure Law, if no environmental protection organization
files the public interest lawsuit, the lawsuit may be initialized
by a procuratorate. The public interest lawsuit concerning
environmental protection initialized by a procuratorate could be
deemed as a supervision mechanism in some sense. It represents
a sort of public power supervision on corporate environmental
non-compliance. In actual practice and operation, another problem
arises. When public interest lawsuit is filed by the procuratorate,
social environmental protection organizations become inevitably
increasingly weak. Without the buffering effect of social
environmental protection organizations, as long as a procuratorate
takes measures against environmental non-compliance, the
enterprise involved must have already committed very serious
acts. An environmental crime may be constituted already. In view
of the analysis above, public interest lawsuit filed by uninterested
public poses a significant threat to the survival and development of

enterprises. Active environmental compliance measures should be
immediately taken by the enterprises involved.

3.2 Risk of Private-Interest Environmental Lawsuit

Private environmental interest lawsuit against an enterprise is filed
directly by interested social public. When facing grievous interest
damage, hysterical social public are susceptible to initializing
mass disturbance and thus causing “public opinion manipulation”
to the enterprise. In such mass disturbance over environmental
issues, the government and enterprise involved may have to make
considerable compromise and concession under public opinion
pressure. However, afterwards a calm and objective review of
some construction projects may easily bring in such findings
that excessive exaggeration does exist in some cases. But the
construction projects are already cancelled, which leads to a series
of negative effects. In such case, the government, the enterprise
involved and the public “all lose”. There is no winner at all. Public
opinion manipulation is manifested in private environmental
interest lawsuit. Even if there is only one subject of litigation,
the resulting “public opinion manipulation” would turn to be
really frightful if let be magnified by the public opinion without
constraints. In accordance with Article 1229 of the Civil Code, the
infringed shall be entitled to file a private-interest environmental
lawsuit. In such a situation, the environmental infringer shall
undertake the no-fault liability [12]. Since strict accountability
principle applies to the enterprise involved in a private-interest
environmental lawsuit, the infringed public is inclined to attribute
all their environmental interest damages to the original sin of
the enterprise and the connivance by the government so that
they may take aggressive act which not only is unhelpful for
problem solving but also may further complicate the problem.
The enterprise reputation would be greatly undermined so that
normal production and operation is affected. Therefore, private-
interest environmental lawsuit constitutes another material risk for
enterprises, because it could severely undermine the enterprises’
survival and development. Enterprises must take corresponding
environmental compliance strategies to avoid being caught in
such situations. Since environmental risks looming around the
enterprises may bring in economic loss, reputational damage or
direct threat to enterprise survival and development, it is really
urgent for enterprises to conduct environmental compliance work.
Few scholars have set out to demonstrate the jurisprudential basis
for corporate environmental compliance. Thus, the authors are
going to have a tentative analysis of the jurisprudential structure of
corporate environmental compliance.

4. Basis for Corporate Environmental Compliance: A Novel
Jurisprudential Structure

To demonstrate the basis for corporate environmental compliance,
it is inevitable to make a jurisprudential analysis. Discussion of
right and obligation is within the legal relation category between
private entities, namely private jurisprudence, while that of
authority and responsibility is within the legal relation category
between public power body and private entity. The difference
between environmental laws and traditional law lies in the fact
that the involved interest is a mix of public and private interests,
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which could be summarized as public-and-private interest. When
looked from the right-obligation perspective, enterprises enjoy
environmental rights and shoulder environmental obligations.
And an analysis from power-responsibility perspective reveals the
government is entitled to supervise enterprises whereas enterprises
must undertake environmental liabilities. As for specific forms,
the responsibilities include civil responsibilities, administrative
responsibilities and even criminal responsibilities. Corporate
environmental compliance should not be confined to traditional
distinction between public and private jurisprudence. Instead, a
novel environmental jurisprudential structure should be set up for
corporate’s environmental compliance.

4.1 Private Jurisprudential Structure of Corporate Environ-
mental Compliance: Right-Obligation Structure

4.1.1 Corporate Environmental Right

Corporate environmental right means the right legally endowed
on such organizations as enterprises and units to enjoy pleasant
environment and reasonably use environmental resources. Right
is the cornerstone of modern law philosophy, the theoretical
expression of which is “right-based theory” [13]. Thus, we
may say environmental right is the cornerstone of environment
law. Environmental right incorporates the right of the state,
legal person and citizen to use and enjoy natural environmental
conditions [14]. As specified in Article 57 and 76 in the Civil
Code, a corporate is a profit-making corporation. It is of no doubt
that corporates are entitled to enjoy corporate environment. We
can also derive from the aforesaid facts that the right enjoyed
by corporates in accessing pleasant environment and reasonably
using environmental resources is the environmental right between
citizen’s environmental right and state’s environmental right.
This right plays a special role in bridging those two rights. In
previous studies, some scholars deny the environmental right for
corporates, which cannot be shared by the authors for following
reasons [15]. First, as a legal person, corporate can of course
be an entity of environmental right. Secondly, it is an important
task for the Civil Code drafted in the new era by our country to
guarantee a friendly and pleasant living environment and instruct
reasonable and efficient utilization of natural resources. Corporate
is undoubtedly a civil entity that is endowed with environmental
right in civil sense just like other civil rights such as right of name,
right of reputation and right of honor as prescribed in the General
Provisions of Civil Law. Thirdly, to the knowledge of the authors,
the statement denying corporate environmental right contains two
flaws: it violates the basic rule of the unity of right and obligation
and it cannot explain the trading nature of environmental right
and interest. Last but not the least, others declare corporate
environmental right theory is purely Western legal theory that
cannot adapt well to Chinese conditions and a more proper
practice is to substitute corporate environmental right theory with
corporate environmental obligation theory in public law. But it
fails to consider the social environment change factor. As an entity
of environmental right, corporates are entitled to have an access to
environmental right. The objective of offering corporates an access
to those environmental resource rights is to guarantee a sustainable
development of the whole society.

After having decided the lawfulness of corporate environmental
right, we’re going to talk about the composition of corporate
environment right. In the current Environmental Protection Law,
Article 22 and 23 specify that enterprises could enjoy certain
environmental interests due to their contribution to environmental
protection [16]. When examined from right-interest perspective,
this could be an embodiment of corporate environmental right. On
the other hand, corporate environmental right is a bit different from
traditional civil rights, because corporates have both the right to
enjoy pleasant environment and the obligation to protect it. Should
environmental right be confirmed as a fundamental right in our
Constitution and a civil right accessible to the natural person, legal
person and unincorporated organization in the civil law system,
a top-down environment right system from the Constitution
of at the highest order should be established. This would be of
great realistic significance for environmental right to shift from
obligatory right to actual one. Corporate is of course a civil entity
that has an access to environmental right in civil sense just like
they are entitled to enjoy other civil rights such as the right of
name, right of reputation and right of reputation as prescribed in
the General Provisions of Civil Law.

4.1.2 Corporate Environmental Obligation

Corporate environmental obligation is a general obligation to
care for and protect environmental resources on behalf of such
organizations as enterprises and units [17]. It is inclusive of
the obligations to protect and improve environment, prevent
environmental pollution and eliminate other public nuisances.
Details about the corporate environmental obligation are scattered
around in the current Environmental Protection Law. In this Law,
it is specified in Article 6 that “all the units and individuals are
obliged to protect the environment.” As listed in following table,
statutory corporate obligation covers four aspects, namely clean
production, emission reduction and lawful pollution discharge,
environmental management and obedience to relevant regulation
and supervision. For clean production, clean energy as well as
process and equipment with higher resource utilization rate and
less pollutant discharge should be preferred. To reduce emission
and legally discharge pollutants, illegal pollution discharge
evading regulation by use of concealed passage should be avoided
to prevent possible pollution and hazard. Emission and discharge
should comply with sewage discharge permit without surpassing
quotas and total volumes. As for environment management,
proper detection devices should be installed and put into use and
environmental emergency plan should be drafted. Obedience to
regulation and supervision includes approval before construction,
onsite inspection and disclosure of pollution discharge information
details.

A. Clean Production Obligation

Corporates’ clean production obligation means corporate should
prefer use of clean energy as well as process and equipment
with higher resource utilization rate and less pollutant discharge.
Integrated waste utilization technology and pollutant detoxification
technology should be adopted to cut down pollutant generation.
Corporates constitute the basic organizations and drive force of
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clean production implementation. Article 40 of Environmental
Protection Law stipulates the enterprises’ right and obligation in
clean production in order to give a play to their proactivity and
creativity in this aspect. While being obliged to submit reports and
data concerning clean production, enterprises are also entitled to
gain clean production information, materials, capital and technical
assistance from the government.

B. Obligation of Emission Reduction and Lawful Pollution
Discharge

This obligation may be divided into two layers, namely emission
reduction and lawful pollution discharge. The first layer is about
cutting down pollutant discharge and carbon dioxide emission,
preventing and alleviating environmental pollution and ecological
damage, and bearing the liability for polluting the environment or
bringing damage to the ecology. For the second layer, it means
enterprises should obey pollutant treatment regulations, obtain
pollutant discharge permit in a lawful and legal way, and pay
sewage discharge fee or environmental protection tax as obliged.

C. Environmental Management Obligation

Corporate environmental management obligation means a
corporate should set up environmental protection liability
system to define responsibilities of both the head and related
staff in its production and operation. This obligation is made up
of environment supervision and pollution contingency plan. To
supervise the environment, enterprises with significant pollutant
discharge should establish corresponding system and use
adequate supervision equipment. They are required to strengthen
environment monitoring report and institutionalize environmental
monitoring data and information management to make sure
about an efficient communication of environmental monitoring
information. This is helpful in improving promptness, specificity,
accuracy and systematicity of environmental decision-making
and management service. Under pollution contingency report
obligation, corporates should draft environmental contingency and
take measures and make report promptly in case of meeting such
an accident. To be more specific, when an accident or emergency
occurs, in which environment may be or is already severely
contaminated and people’s lives and properties are at great risk, the
enterprise involved is legally obliged to make report about details
and take corresponding countermeasures. It is clearly defined
in our Environmental Protection Law that the unit or individual
that may cause or already caused environmental pollution due to
any accident or emergency should immediately report the case to
local administrative agency in charge of environmental protection
and other related bodies and actively cooperate with subsequent
accident investigation. Here the aforesaid “pollution accident”
refers to any emergency that causes significant pollution to the
environment, brings harm to people’s life and health, material loss

to social economy and residents’ properties and creates significantly
adverse social effect due to violation of environmental protection
laws and regulations in production and operation or some
accidental factors. It mainly includes air pollution, radioactive
pollutant, water pollution, noise and vibration pollution, pesticide
and toxic chemical pollution.

D. Obligation of Obedience to Regulation and Supervision
Corporates are obliged to receive regulation and supervision from
both the government and social public. In constructing projects,
they should gain approval first before the commencement and
perform the “Three Simultaneous System” amid the construction
and disclose their environmental protection information to the
public in a prompt way. For a construction project, it is forbidden
to commence the construction in any of following three situations:
(1) its environmental impact file is not submitted for approval as
required; (2) its environmental impact assessment file is not re-
submitted for a review as specified in Article 24, Environmental
Impact Assessment Law; and (3) the re-submitted environmental
impact assessment file is not approved by environmental
protection administration or original approval division. According
to Article 61 in the Environmental Protection Law, unauthorized
commencement of a construction project that fails to pass
environmental impact assessment review constitutes an offence
against the law. Unlike other two obligations which are “soft”
on enterprises, this is a compulsory one. As stipulated in Article
11 in the No. 13 Decree Methods on Environmental Protection
Acceptance Check on Completed Construction Projects released
by the State Environmental Protection Administration (SEPA)
in 2001, construction projects should comply with “Three
Simultaneous System” in classified environmental protection
management of nationwide construction projects. When applying
for as-built environmental protection acceptance check, the
construction unit should submit following materials to competent
environmental protection administration: as-built environmental
protection acceptance application report and environmental
protection acceptance monitoring report or survey report (for
project with an environmental impact assessment report), as-
built environmental protection acceptance check application form
environmental protection acceptance monitoring report or survey
report (for project with an environmental impact assessment form),
or as-built environmental protection acceptance check registration
card (for project with environmental impact registration form).
The corporate environmental information disclosure obligation
demands the corporate to disclose sewage discharge information
and sewage alleviation facilities construction and operation to the
social public and announce supervisory compliant channel so as to
actively communicate with social public on any emerging issues
[18].
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Type Details of obligation

* Enterprises should prioritize clean energy, process and equipment with

Clean
. higher resource utilization rate and less pollutant discharge, integrated waste
production
L utilization technology and pollutant detoxication process to reduce pollutant
obligation

yield.

* The enterprises and institutions should prevent and alleviate
environmental pollution and eco-damage and undertake incurred liabilities.

* The enterprises, institutions and other operators involved in pollutant
discharge should take measures to deal with environmental pollution and harm
such as exhaust gas, wastewater, residue, medical waste, dust, foul gas,
radioactive substance, noise, vibration, optical radiation, electromagnetic
radiation resulting from their production, construction and other activities.

* It is strictly forbidden to illegally discharge pollutants through concealed
pipe, seepage well, sewage pit, or pouring, falsify or forge monitoring data, or
Obligation of | run pollution treatment facilities not as expected.

emission * The production, storage, transportation, sales, use and disposal of

reduction and | chemicals and radioactive substances should be consistent with relevant state

lawful rules and avoid contaminating the environment.
pollution * The enterprises having a pollutant discharge permit should discharge
discharge pollutants as permitted; while those have not should not discharge pollutants at

all.

» The enterprises, institutions and other operators containing pollutant
discharge should pay effluent charge as required by the state. The effluent charge
is exclusively used for environmental pollution prevention and treatment, which
should not be retained, occupied or appropriated by any unit or individual. Units
having paid environmental protection tax should be spared from effluent charge
payment.

* The entities having polluted the environment and causing ecological

damage should shoulder liability of infringement.

* The enterprises and institutions containing pollutant discharge should

establish environmental protection liability system to define the responsibilities

Environmental
of both their head and related staff.
management
o * Enterprises containing significant pollutant discharge should install and
obligation

use monitoring devices as required by the state and related regulations, make

sure all the monitoring devices are operated normally, and keep original
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monitoring records.

* Enterprises and institutions should draft environmental contingency as
required by related state laws and regulations and submit such contingency to
competent environmental protection administration and other related bodies for
filing. In case of an environmental emergency, the enterprise or institution
involved should immediately take measures to deal with it and inform the units
and residents that may be jeopardized, and submit a report to competent

environmental protection administration and other related bodies.

Obligation of
receiving
regulation and

supervision

* The construction project cannot be commenced unless an environmental
impact assessment is completed.

*The pollution-preventing facilities required for a construction project must
be designed, constructed and put into use synchronically with the major part.
Such facilities should comply with the approved environmental impact
assessment file and should not demolished or left in idle without being
authorized.

The units containing material pollutant discharge should faithfully disclose
to the public the name of major pollutant, discharge pattern, discharge
concentration and total volume and excessive discharge or not as well as the
construction and operation of pollution prevention and treatment facilities. They

should receive monitoring from the whole society.

Table 1: Environmental obligations assumed by enterprises

5. Public Jurisprudential Structure of Corporate Environmen-
tal Compliance: Power-Responsibility Structure

5.1 Government Environmental Power

The government environmental power refers to the power
prescribed by laws and regulations for the government in terms
of environmental protection. In accordance with Article 10,
Environmental Protection Law, the government is entitled to
implement environmental supervision on enterprises and perform
environmental power. It is to supervise and manage the right
of enterprises in utilizing the environmental resources so as to
provide a pollution-and-damage free environment for the public.
The power mainly consists of following aspects: (1) endow
enterprises, institutions, social organizations and citizens to
exploit all the natural resources owned by the state and discharge
certain pollutants to the environment as an executor of state
administrative functions; and (2) draft laws and regulations to
protect and manage the environment and natural resources, punish
the behaviors of jeopardizing the environment and unlawfully
using environment and natural resources, maintain environmental
quality and functions, and protect citizens’ environment right [19].

Government environmental power corresponds to the corporate
environmental obligation to some degree, thus the government

is performing its environmental responsibility and regulating the
relation between government environmental power and enterprise
environmental power when exerting its environmental power.
To be more specific, in the sense of independent utilization of
environmental resources, environment utilization freedom and
economic development freedom are unified. However, their
correlation is not that simple. Modern economic development
highlights the protection over freedom, whereas environmental
protection stresses the importance of supervision. Such supervision
aims to protect freedom instead of restricting it. In Jiangsu Province,
local government once took “non-conventional measures” to shut
down some enterprises so that the economic became stagnant and
even showed the tendency of recession. With this incident as an
example, we may find that excessive supervision may cause a
“lose-lose” situation or even a situation with more than two losers.
This makes it crystally clear that only the supervision in pursuit of
freedom is fair. It is necessary to define the relationship between
government power and market power as well as behavioral rules
for both government and enterprises. The enterprises should be
encouraged to pursue profit and supervised in operating behaviors
and limited with adequate social responsibilities.
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5.2 Corporate Environmental Responsibility

To achieve its ends, an enterprise must undertake certain
environmental legal liabilities. Corporate environmental
responsibility can be traced to the environmental obligation
behind environmental right and environmental responsibility
behind environmental power. Corporate environmental power
indicates the power enjoyed by such organizations as enterprises
to reasonably use environmental resources. It consists of two
parts, namely the power of exploiting and utilizing natural
resources and the power of emit or discharge pollutants within
environmental tolerance (dumping or emission right). For the
first part, it means natural resources owner and the entity having
obtained the permit to develop, utilize, run and manage the state-
owned natural resources are entitled to exploit such resources and
get corresponding benefits. And for the second part, this power
is also called dumping or emission power that is endowed by
administrative authorities to the polluter to discharge pollutant or
greenhouse gas to the environment within pollutant discharge (or
control) limits prescribed by relevant laws and regulations [20].

Based on the analysis of corporate environmental responsibility
above, when there arises a conflict between shareholders’
interest and social interest that may put public security at risk,
it would be necessary for the state to exert its power to restrict
the shareholders’ interest. Some companies disregard ecological
environmental protection and cause environmental pollution and
ecological damage in maximizing their own interest. Out of the
consideration for environmental interest of the society as a whole,
the state may ask the corporate interest to give place to overall
social interest and environmental protection need and apply some
restrictions on the enterprises for protecting the environment and
public interest. The Article 5 of the current Company Law offers
a clear definition of corporate social responsibility. However,
this is only a principle norm that serves for oath taking only
without stipulating detailed contents of implementation. That
is why companies could ignore their social responsibility [21].
Since traditional social responsibility cannot exert effective
supervision on the enterprises, drafting some hard-pressing
corporate responsibilities should be taken into consideration now.
Corporate environmental responsibility consists of two parts:
exploit and utilize natural resources and discharge pollutant within
environmental tolerance. The responsibility of exploiting and
utilizing natural resources is the power to develop and use such
resources, which is accompanied with such responsibilities as
protecting natural environment, maintaining ecological balance and
exerting reasonable use, and managing and protecting the subject
maters. By comparison, the responsibility of discharging pollutant
within environmental tolerance is to discharge pollutant and
emit greenhouse gas in accordance with the scope, methodology,
routes, criteria, categories, concentration and quantity permitted
by competent administrative agencies and perform environmental
impact assessment, abide by the “Three Simultaneous System”,
declare and register pollution discharge, pay for effluent charge
and receive onsite inspection [22]. The reason why the aforesaid
corporate environment responsibilities should be called hard
pressure rules is because the enterprises engaged in exploiting

and utilizing environmental resources are compulsorily forced to
balance environmental protection and economic development in
their decision-making process. Obtaining economic interest should
be accompanied with paying for corresponding environmental
cost. In the meanwhile, when failing to comply with environmental
protection laws and regulations, enterprises would be held liable
for civil, administrative and criminal consequences. Nevertheless,
an analysis of the private and public jurisprudences in corporate
compliance reveals the environmental jurisprudence effective
on corporate environmental compliance is not a simple private
environmental law issue or a public environmental law issue. As
a matter of fact, it is a complicated nested structure with public
and private parts intertwined. The corporate environmental
responsibility seems to transcend the category of obligation
in private environmental law, because environmental law is a
composite public-and-private law in its nature. Therefore, a novel
environmental jurisprudence should be constructed to adapt to
the environmental compliance situations. Below we’re going to
perform a specific demonstrative analysis of the environmental
jurisprudence of this special structure.

6. Environmental Jurisprudential Structure of Corporate
Environmental Compliance: A Dual Layer Nested Structure
As suggested by the analysis above, enterprises are dealing
with the government and social public in carrying out corporate
compliance work. In the past, corporate environmental
jurisprudence either incorporates enterprises into private law
category for a separate analysis as per right-obligation structure
in the civil law or includes it in the public law category for an
analysis as per power-responsibility structure. It neglects the
reality that enterprises are facing two situations in environmental
compliance, ripping the real structure of corporate environmental
jurisprudence. The fundamental reason for stagnation and crisis
faced by environmental right theory is because scholars are
trapped by the right-obligation paradigm in traditional private law.
Their excessive reliance on traditional private law jurisprudence
in analyzing the emerging environmental right brings in endless
circular argumentation and self-contradiction. After realizing this
problem, scholars make another mistake by overcorrecting it,
directly denying the private right basis for environmental right and
substituted the environmental right with environmental obligation.
A bigger turmoil is brought to the field of environmental right
theory. In fact, we should incorporate the environmental right
theory into the category of public environmental law [23].

The application of the aforesaid two theories could only
produce two consequences: campaign governance or laisser-
faire governance. The legal interest of environmental law is
neither private interest or public interest in the simple sense. It is
actually a kind of public-and-private interest. What environmental
jurisprudence is expected to illustrate should be an interacting
pattern involving multi-layer and multi-behavior subjects. This
interacting pattern results from interaction and communication
among multiple acting subjects. Environmental law is never a one-
way uniform response from either norm initiator or receiver but
uniform interaction and communication between them. To be more
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specific, environmental law reflects social relationship developed
during practical environment development, utilization, protection
and management. Its subjectivity and comprehensiveness need to
be tested in environmental practice. Summarization of the core
idea of environmental law could only occur in environmental
development, utilization, governance, protection and improvement
but never in any imagination or books. Therefore, the authors
construct a novel environmental jurisprudential structure faced
by the enterprises in conducting environmental compliance work
(see Figure. 2). As shown in the figure, enterprises have an access
to some fundamental environmental rights which incur different
environmental obligations. The obligations here correspond to
the environmental rights enjoyed by the enterprises, including
clean production, emission reduction, lawful pollution discharge,
environmental management and obedience to regulation and
supervision. Secondly, when enterprises are supervised by
government environmental power and undertake corporate
environmental responsibility, corporate environmental obligation
becomes nested with corporate environmental responsibility. To

Corporate
environmental
rights

put it simply, the corporate environmental obligation incurred by
its environmental right should be within the scope of corporate
environmental responsibility under government supervision.
Finally, this structure embodying public-and-private interest
of environmental law could explain the key point in corporate
environmental compliance, namely enterprises could have
an access to due environmental right on the basis of abiding
by fundamental environmental obligation and government
environmental supervision. This novel jurisprudential structure
offers a convincing theoretical explanation for enterprises to carry
out environmental compliance work and enables the enterprises to
survive the fast-changing environmental regulatory environment.
Based on this novel environmental jurisprudential structure, it is
necessary to set up legal routes for current corporate environmental
compliance so that the enterprises could be provided with a legal
scheme to make sure about their compliance with the environmental
law, coordination with government administrative regulation
and communicating with the social public in environmental
governance.

Government
environmental

power

Enterprise

environmental
obligations

Corporate environmental
responsibility

Figure 1: A Novel Jurisprudential Structure of Corporate Environmental Compliance

7. Routes of Corporate Environmental Compliance: Multi-
Party Governance System

An effective execution of corporate environmental compliance
is inseparable from a multi-party governance system that
adapts well to Chinese practical conditions. In our past practice
concerning environment governance, we depend overly on
government supervision but neglect participation by the society
and private entities so that the general public does not exert
properly their environmental monitoring right. Now the high-
pressure environmental supervision in the background of
“carbon peaking and carbon neutrality” has further compressed
the already small survival and development space left for the
enterprises. Consequently, the enterprises have to seek survival
and development in a highly adverse circumstance. In light of
public-and-private environmental jurisprudence, the corporate
environmental compliance could be divided into environmental

compliance right and environmental compliance obligation. The
former is an internal “soft-law” route along which corporate could
exert self-monitoring in environmental self-discipline, whereas
the latter is an external “hard-law” route along which entities other
than enterprises supervise and monitor corporate environmental
compliance. In the latter part, there is route of compliance with
government supervision and that with environmental lawsuit on
behalf of enterprises.

7.1 Incentive for Environmental Compliance Right Route:
Internal Governance Perspective

Corporate environmental compliance is an important constituent
part in accomplishing ecological legal system. For enterprises,
how to establish an effective environmental legal incentive
mechanism that can both ensure compliance with both external
supervision and motivate the enterprises to spontaneously develop
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an internal compliance governance system is an important
analytic thought in current study on environmental compliance
legal routes exploration. In order to establish quite practical
environmental compliance right incentive routes for enterprises,
the authors have looked up to existing practices at home and
beneficial experience at abroad, attempting to bridge corporate
environmental compliance with corporate environmental interest
by virtue of voluntary environmental information disclosure and
environmental auditing so that enterprises have rules to follow in
enjoying their environmental rights.

7.1.1 Voluntary Environmental Information Disclosure by
Enterprises

Environmental information disclosure is an important route
for accomplishing corporate environmental compliance. Due
to asymmetry in environmental information, investors could
not obtain such information promptly so that environmental
market efficiency remains low. The inclusion of environmental
information disclosure in the long existing and relatively
developed securities disclosure mechanism could alleviate
the asymmetry in environmental information and rise market
efficiency [24]. In corporate environmental compliance practice
among American enterprises, environmental obligation is deemed
as consisting of three levels: (1) the state should not infringe on
purpose the right of enterprises to carry out normal production
and operation with environmental resources; (2) the state should
protect the right enjoyed by the enterprises to carry out normal
production and operation with environmental resources; and (3)
the state should actively guarantee the execution of corporate
environmental right by releasing favorable laws and policies. The
reason why enterprises should be encouraged to establish their
own information disclosure system is because of two factors [25].
Firstly, this could enhance enterprises’ awareness of environmental
compliance as well as its significance. And secondly, the corporate
environmental compliance capacity could also be strengthened
[26]. Against the increasingly complicated environmental laws and
regulation, even those good-willed and diligent enterprises could
benefit from environmental compliance work. Affected by market
force, reduced waste treatment volume and better environmental
protection reputation could enhance investors’ interest and
confidence. The enterprises are quite willing to comply with
environmental laws and regulations without being sanctioned.
The goal for enterprises to establish voluntary environmental
information disclosure system is quite clear, namely to motivate
enterprises to voluntarily disclose their environmental information
by virtue of market incentive measures [27].

Based on the analysis above, we suggest following routes for
voluntary corporate environmental information disclosure: (1)
draft and release specific corporate environmental protection
policies and annual environmental protection objectives and
efficacy; (2) announce annual total energy consumed; (3) disclose
environmental protection investment and technical development;
(4) disclose the types, quantities, concentrations and whereabouts
of the pollutants discharged; (5) disclose data concerning
construction and operation of environmental protection facilities;

(6) disclose the treatment and disposal of wastes resulting from
production activities as well as waste recycle and integrated
use; (7) disclose the voluntary agreement about environmental
amelioration behaviors signed with environmental protection
administrations; (8) disclose rewards from environmental
protection administrations; (9) disclose other information as
possible, including specific items concerning environment in the
financial statements, detailed environmental cost accounting,
remarks concerning environmental information sources. All
those efforts should be made to eliminate the significant gap in
environmental information between enterprises and investors.

7.1.2 Environmental Accounting Compliance by Enterprises
The key of environmental accounting compliance lies in collecting
related environmental data, information and records and analyzing
their compliance with relevant laws, regulations and supervision
technologies so as to figure out the real environmental health
conditions of the enterprises. However, data collection cannot
be limited to corporate records and files; or there is risk of being
suspected as having committed forgery. Files should be registered
at environmental protection administrations and both state and
local environmental protection laws and regulations should be
complied with. Besides, no punishment should be based on the
voluntary environmental accounting compliance findings from
the enterprises [28]. Construction of corporate environmental
accounting compliance routes needs common efforts from the
government, enterprises and social public. Corporate accounting
compliance is directly accessible for the government and social
public. The social public is the direct victims of environmental
pollution; thus, they have strong motive to monitor environmental
duty implementation by enterprises. With “public appeal”
mechanism that could make sure about public participation in
environmental accounting compliance being established, the
general public could determine whether and how the enterprises
comply with environmental protecting policies and systems through
the publicly disclosed environmental compliance accounting
report. Apart from public monitoring of corporate environmental
liability implementation through public participation mechanism,
the government should also properly instruct the enterprises to join
environmental compliance accounting and offer professionals for
helping those enterprises in planning and adjusting environmental
accounting work. These measures could lower corporate
environmental risk and help enterprises in really performing their
environmental responsibilities [29].

8. Environmental Compliance Control Obligation: External
Supervision Perspective

Enterprises usually moves passively and slowly in front of climate
changes, environment contamination and ecological damage. They
are facing a string of environmental risks, including government
regulator risk and lawsuit risk, so that some of them have to pay
tremendous costs such as civil compensation, administrative fine
or even criminal sanction. Corporate environmental compliance
stands out as a countermeasure in dealing with environmental
risks. Enterprises should not only exert self-discipline from
environmental compliance rights but also find routes of
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environmental compliance from their obligations. Both substantial
matters and procedural matters involved should be figured out
so that the enterprises could develop active environmental risk
response plan and better accomplish corporate environmental
compliance [30].

8.1 Routes for Compliance with Government Regulation

How to cope with government regulation is an important part in
corporate environmental compliance. For enterprises, corporate
environmental compliance largely relies on finding out which
environmental laws and regulations and when those are applicable
to them as well as what relations those applicable clauses have
with each other and what systems they are from [31]. To comply
with government regulation, enterprises should make efforts from
two levels. Firstly, they should make sure internal environmental
compliance is consistent with all the environmental regulatory
laws and regulations of the government and cooperate with
government regulation. Secondly, it is necessary to strengthen
their environmental socio-governance (ESG) system so that they

could better deal with external supervision.

First of all, corporate environmental compliance should be
consistent with environmental regulatory laws and regulations. As
shown in Table 1, enterprises should pay attention to environmental
resource carrying capacity compliance and environmental
resource permit compliance. Environmental resources bearing
capacity compliance means enterprises should stay within the self-
maintenance and self-regulation capacity of environmental system
during the development. Attention should be paid to the supply and
tolerance capacities of resources and environmental subsystem.
Economic development intension should be reasonable. This could
be conducted from three aspects, namely corporate environmental
impact assessment, corporate water assessment and corporate
energy demand assessment. As to the environmental resources
permit compliance, it means enterprises must obtain related
permits before assigning environmental resources available,
including sewage permit, water use permit and mining permit [32].

Route Specific Legal ground
type
Environmental resources Environmental Article 2 and 16, Environmental Impact
bearing capacity compliance impact Assessment Ordinance
route assessment
Water Article 51 and 53, Water Act

assessment

Energy demand = Article 24, 25, 26 and 27, Energy

assessment Conservation Law
Environmental resources Pollutants Article 45, Environmental Protection

permit compliance route

discharge permit

Law; Article 21, Water Pollution Control
Act; Article 19, Air Pollution Prevention
and Control Act

Water use permit

Article 2, Administrative Regulations on
Water Permit and Water Resources Fee
Levy; Article 5 and 7, Regulations on

Water Permit

Mining permit

Article 3, 29, 30 and 32, Mineral

Resources Law

Table 2: Routes for Compliance with Government Environmental Regulation by Enterprises

Furthermore, ESG should be improved to help the enterprises
in carrying out corporate environmental compliance work in an
orderly way. ESG construction indicates institutionalization of
corporate environmental social responsibility. There are two routes,
namely “hard-law” and “soft-law”. The so-called “hard-law” route
is to legalize corresponding responsibilities, which directs at

moral bottom line. Coercive means would be taken to bound the
enterprises and prevent them from damaging the environmental
interest of the public and interested parties. By comparison, the
“soft-law” route corresponds to “socialization”. It is more about
the active ones in corporate environmental social responsibilities.
Multiple parties would be invited to guide and encourage the
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enterprises to promote the environmental interests of both the
public and interested parties. To be more specific, enterprises
should enhance ESG in coping with government environmental
regulation risk and gradually improve the environment and social
environmental value discovery and environmental reputation
incentive mechanism so as to cooperate with government’s
environmental regulation on them [33].

8.2 Compliance Routes for Enterprises in Dealing with
Environmental Lawsuits

Social public and their representing institutions or organizations
constitute important entities that may file an environmental lawsuit
against enterprises. It is really important for enterprises to carry
out environmental compliance work in dealing with environmental
lawsuit risk. The environmental lawsuit risk hanging over
enterprises may come from the procuratorate (criminal lawsuit)
and social public and environmental protecting organizations
(civil lawsuit). Enterprises should draft environmental compliance
plans according to the classification of lawsuits, namely criminal
compliance and civil compliance.

8.2.1 Compliance Routes for Dealing with Criminal Lawsuit
Now more and more enterprises are seeking the approaches
that could help them avoid environmental criminal lawsuit. A
possible solution is to carry out voluntary information disclosure
and environmental accounting [34]. As a lawful plan that could
strengthen crime prevention and improve enterprise situation,
corporate environmental criminal compliance is a “duty of care”
voluntarily established by enterprises and their internal supervisory
departments instead of a “statutory duty”. Future development of
corporate environmental criminal compliance should be based
on domestic existing theoretical studies on institutional crimes.
Enterprises should be guided to prevent and control environmental
crimes by referring to related environmental criminal policies
so that compliant enterprises could be freed and socio-economic
development could be promoted. Specifically speaking,
prerequisites for enterprises to be spared from prosecution with
criminal compliance include: (1) keep promises about corporate
environmental compliance; (2) active cooperate with related
parties and report about corporate environmental conditions; (3)
be determined as subjectively negligent in case of unlawful act;
and (4) immediately take measures to help with victims [35].

Thus, the specific routes for enterprises to conduct environmental
compliance work are listed as follows: in the first place,
enterprises should sign an environmental compliance promise
with the procuratorate in charge of pressing criminal lawsuits
and actively fulfill it; then, enterprises should proactively work
together with the procuratorate and environmental protecting
organizations in voluntarily disclosing environmental information
and environmental accounting compliance work; next, they should
make every possible effort to collate, file and keep environmental
compliance materials for testifying subjective negligence when

accused of committing any unlawful act; and at last, enterprises
should take active measures to help those victims of environmental
damage and negotiate about conflict resolution [36].

8.2.2 Compliance Routes for Dealing with Civil Lawsuit
Environmental civil compliance routes are strategies that should
be taken by enterprises in dealing with lawsuits filed by social
public or environmental protection organizations. The fundamental
thought is to negotiate with possibly interested parties and reach
an agreement on compensation plan before development and
utilization of corresponding environmental resources [37]. This is
also called compensation before development. The order cannot
be reversed anyway. The routes here could be divided into public
lawsuit compliance route and private lawsuit compliance route.
The division is based on the difference in litigants faced by the
enterprises. We could start with public-interest civil lawsuit
compliance. In such case, enterprises are dealing with such litigants
as environmental protection organizations or the procuratorate.
It accounts for the necessity of drafting two different schemes.
When a public-interest environmental lawsuit is filed by an
environmental protection organization, negotiation should be held
with the organization to reach agreement on compensation matters
and a reconciliation out of litigation. This could well maintain
the corporate reputation. When the public-interest environmental
lawsuit is pressed by a procuratorate, the enterprise involved should
cooperate with the procuratorate’s investigation, actively submit
prepared environmental compliance materials and reports, strive
for a reconciliation out of litigation, and perform the reconciliation
agreement as promised [38]. Besides, there is also private-interest
civil environmental lawsuit. In this situation, enterprises are facing
the social public with damaged environmental interest. Thus, the
enterprises could take plea against the civil lawsuit so as to alleviate
their responsibilities. In addition, since mass disturbance may
happen after social public suffers a damage in environmental rights
and interests, enterprises involved should provide preliminary
compensation, propaganda and comfort work to eliminate the
other party’s contradicting sentiment and conflicts [39].

As shown in Figure. 3, future corporate environmental compliance
should form a multi-party governance pattern that is guided by
the government, participated by corporates and supervised by the
society. In environmental compliance work, enterprises should
give a full play to their initiative. In addition to actively performing
environmental protection obligation, they should voluntarily set up
corporate environmental governance rules, explore and improve
voluntary environmental compliance system, and work together
with government’s compulsory environmental information
disclosure and social public’s environmental monitoring system.
All those measures aim to form a multi-party governance pattern
that could guarantee orderly production and operation for
enterprises on the premise of abiding by environmental protection
laws and regulations.
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9. Conclusion

It is of due significance to improve corporate environmental
compliance mechanism and develop an environmental
governance system built, governed and shared jointly among the
government, enterprises and the social public for modernizing
eco-environment governance system and governance capacity.
Against the background of “carbon peaking and carbon neutrality”
goals, enterprises should deal with high-pressure environmental
regulation from the government and solve environmental disputes
and conflicts with the social public. Two types of risks from
government regulation and environmental lawsuit, respectively, are
hanging over the enterprises. Corporate environmental compliance
should be based on a novel environmental jurisprudence of dual
layer nested structure. Such structure could illustrate both due
rights and obligations of enterprises in their production and
operation activities and environmental power and responsibilities
of the government in supervising the enterprises. Corporate
obligation is nested within corporate responsibility system. In
light of such environmental jurisprudence, legal accomplishment
routes for constructing corporate environmental compliance
should be divided into two kinds, namely right-related route and
obligation-related route. The environmental compliance right-
related routes correspond to internal governance routes, according
to which enterprises are entitled to environmental compliance
routes extended from their own environmental rights. By contrast,
the environmental compliance obligation-related routes are about
external regulatory and supervision routes, including those for them
to cope with government supervision and environmental lawsuits.
The ultimate objective is to form a multi-party governance system
featuring government supervision, corporate self-discipline and
social public participation. This study may shed some light on
the theoretical studies and implementation schemes concerning

corporate environmental compliance.
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