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ABSTRACT

Multinational corporations face severe ESG requirements in global supply chain management, which affect business operations
and involve legal liabilities and compliance risks. As the international community's attention to corporate social responsibility
increases, environmental, social, and governance (ESG) issues in the supply chain have become the focus of legal review.
Effective ESG management can reduce compliance risks and enhance global market competitiveness. This paper discusses the
legal liabilities of multinational corporations in supply chain management, analyzes the implementation path of compliance
strategies, and proposes compliance measures to meet strict ESG regulatory requirements. After a thorough analysis, specific
strategies for optimizing supply chain ESG management are presented, providing valuable insights for multinational
corporations to address globalization challenges.
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The advancement of globalization has made the role of multinational corporations in supply chain management
increasingly important. Globally, environmental protection, social responsibility, and corporate governance issues have
become key topics in legal and compliance. In the process of operating globally, multinational corporations not only face
legal and regulatory requirements in different regions, but also need to respond to changing ESG standards and policies.
As a core component of business operations, supply chain management should consider ESG risk management while
meeting legal compliance requirements. Multinational corporations urgently need to fulfill their legal responsibilities in
supply chain management and develop effective compliance strategies to address the increasingly complex legal and
social challenges. The solution to this issue will directly affect the reputation and competitiveness of multinational
corporations in the international market.

1 Legal Responsibilities of Multinational Companies in Supply Chain Management

The legal responsibilities that multinational corporations face in managing global supply chains are becoming
increasingly complex, and the responsibility requirements in the areas of environmental, social, and governance (ESG)
have gradually become a core issue in corporate operations. As the world's attention to sustainable development
continues to rise, more and more countries and regions are beginning to incorporate ESG standards into their legal
frameworks, thereby requiring multinational corporations to ensure that their operations are in compliance with
environmental, social responsibility, and governance regulations during the process of supply chain management. These
legal responsibilities are primarily reflected in the operation of a company's supply chain, and it is necessary to ensure
that its suppliers and subcontractors comply with environmental regulations, labor laws, and human rights protection,
and avoid any violations. If a company fails to fulfill these legal responsibilities, it will not only face heavy fines and
lawsuits, but also be likely to face a deterioration of its reputation and loss of market share.

In terms of environmental responsibility, multinational corporations must ensure that all stages of their supply chains
strictly follow local environmental laws and international environmental standards, which cover reducing greenhouse gas
emissions, properly handling industrial waste, and adopting sustainable materials, etc. In terms of social responsibility,
multinational corporations also have the obligation to ensure that working conditions in their supply chains meet
international labor standards, avoiding improper behaviors such as exploitation, child labor, or forced labor. Multinational
corporations should also pay attention to the transparency of governance structures, ensuring that the decision-making
process in the supply chain is open, fair, and actively addressing the risk of corruption.

This legal responsibility not only involves compliance with one's own behavior, but also covers the supervisory
responsibility for suppliers and their behavior. In practice, many multinational corporations have introduced third-party
audits and supplier compliance certification to ensure that every link in their supply chain complies with regulations. The
assumption of this legal responsibility is not just to avoid legal suits and economic penalties, but is also a key factor in
enhancing corporate brand image and global competitiveness. Multinational corporations need to continuously optimize
their legal compliance framework and strengthen supervision and management of each link in the supply chain to
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effectively reduce legal risks and ensure sustainable long-term development.

2 Compliance Strategies for Managing ESG Risks in Supply Chains

Faced with increasingly severe supply chain ESG risks, multinational corporations need to develop a systematic
compliance strategy to effectively address various compliance challenges. They should strengthen their ESG risk
assessment for the entire supply chain and monitor and audit risks regularly to detect potential environmental, social, and
governance issues in a timely manner. In terms of the environment, companies can promote the construction of green
supply chains, requiring suppliers to adopt low-carbon, sustainable production methods, and fully considering resource
recycling and waste disposal in product design and production processes. This environmental compliance strategy not
only aligns with the increasingly stringent environmental regulations globally, but also helps companies achieve carbon
neutrality goals and enhance their brand image.

In terms of social responsibility, multinational corporations need to ensure that all labor practices in their supply chains
comply with legal and ethical requirements, avoiding issues such as forced labor, child labor, and unfair labor conditions.
They should establish and implement strict labor standards, conduct regular social responsibility audits, and ensure that
suppliers comply with labor protection and working environment regulations. This can help reduce the likelihood of
social risks. Multinational corporations can work with NGOs, unions, and other social organizations to jointly promote the
protection and improvement of labor rights, which not only helps to avoid legal risks but also enhances the company's
reputation in the eyes of the public.

The compliance of governance structure is equally important, multinational corporations should ensure that the
governance structure of their supply chains is transparent, fair, and avoids corruption, interest transfer, and other
improper behaviors. They should also strengthen the review and supervision of suppliers, establish compliance reporting
systems, and verify all transactions and behaviors in the supply chain through third-party audit and certification
institutions. More specifically, multinational corporations should also cultivate a culture of supplier compliance and
promote the development of all links in the supply chain towards greater transparency and accountability. They should
also improve their compliance management system, so that multinational corporations can not only effectively respond
to regulatory requirements but also ensure their sustainable competitiveness in the global market. The implementation of
these strategies enables multinational corporations to better manage ESG risks in the complex international environment
and achieve the organic integration of compliance management and corporate strategy. The construction of this
compliance system not only helps to respond to legal and social pressure but also promotes the long-term stable
development of enterprises in the globalization context.

3 How Multinational Companies Can Optimize Their ESG Management Systems in Supply Chains

As multinational corporations strive to optimize their ESG management systems for supply chains, they must build and
enhance a comprehensive compliance framework from multiple levels to ensure that every link in their supply chain
meets the requirements of environmental protection, social responsibility, and corporate governance. To achieve this
goal, multinational corporations should strengthen their sustainable development planning for supply chains and
integrate ESG goals into their corporate strategies to ensure that every business decision considers the long-term impact
of the environment, society, and governance. In this process, companies need to establish cross-departmental
coordination mechanisms and integrate ESG management into their core business processes such as procurement,
production, and logistics to ensure that all departments can work together to promote the achievement of sustainable
goals.

In the selection and management process of the supply chain, multinational corporations should rely on strict supplier
screening and evaluation mechanisms to ensure that their partners comply with international standards and regulations,
especially in the areas of environmental management and social responsibility. Companies can require suppliers to
provide comprehensive environmental impact assessment reports, or establish long-term cooperative relationships with
suppliers who have certifications such as ISO14001 to ensure that they meet sustainability standards in areas such as
environmental protection, energy consumption, and waste management. Multinational corporations should also conduct
regular ESG performance evaluations of their suppliers and use third-party certification and auditing mechanisms to
ensure that all links in the supply chain consistently meet their ESG goals.

In terms of governance structure, multinational corporations should strengthen risk management and compliance
supervision in their supply chains, establish transparent and traceable supply chain systems, formulate clear compliance
policies and procedures, strengthen supervision of supplier behavior, ensure that every transaction and contract complies
with international anti-corruption and anti-fraud norms, and use information technology to enhance data transparency.
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The introduction of blockchain technology can effectively enhance data traceability and transparency in the supply chain,
helping companies monitor the operation of each link in the supply chain in real time and ensure the effective
implementation of the governance system. To further enhance the effectiveness of supply chain ESG management,
multinational corporations also need to pay attention to compliance training and culture building for employees and
suppliers, organize regular training and publicity, enhance the awareness of employees and suppliers in environmental
protection, labor rights, and anti-corruption, and create a good atmosphere of participation by all employees to promote
the cause. Companies can set up a dedicated ESG management department to monitor and evaluate risks in the supply
chain and ensure the implementation of all management measures and strategic goals. Optimizing the ESG management
system of the supply chain not only requires the improvement of systems and procedures, but also requires companies to
continuously adjust their strategies in the context of globalization to respond to complex and changing legal and social
environments.

4 Monitoring and Evaluation Mechanisms for ESG Management of Transnational Corporations'
Supply Chains

In the context of globalization, multinational corporations face complex supply chain ESG management, which
requires practical and effective compliance strategies and procedures, as well as strict monitoring and evaluation
mechanisms to ensure that compliance measures are implemented effectively. With the continuous changes in
international regulatory standards, relying solely on institutionalized regulations and procedures is no longer sufficient to
cope with the increasingly complex ESG risks. Multinational corporations must rely on diverse monitoring methods to
continuously strengthen dynamic monitoring and evaluation of all links in the supply chain, so as to detect potential risks
in a timely manner and ensure that compliance management is real-time and effective.

Multinational corporations should establish a comprehensive supply chain monitoring system that covers all stages of
procurement, production, transportation, and sales, in order to ensure that all stages can strictly follow environmental,
social responsibility, and governance standards. In practical operation, periodic reviews by third-party auditing
institutions can help companies effectively identify compliance risks in the supply chain and ensure that compliance
measures are implemented effectively. With the help of information technology, such as blockchain and artificial
intelligence, the transparency and traceability of supply chain data can be significantly improved, and the operating
status of each link can be monitored in real time to ensure that every step of the compliance process has verifiability and
traceability, thereby enhancing management and supervision effects and avoiding potential legal and social
responsibility risks.

In order to ensure that ESG compliance management in the supply chain remains effective, multinational corporations
need to establish a regular ESG performance evaluation system, set clear and quantifiable evaluation indicators, and
conduct a comprehensive examination of suppliers' performance in environmental protection, social responsibility, and
corporate governance.

The system should cover regular inspections and audits of suppliers, and the evaluation results will directly affect the
cooperative relationship with suppliers. For suppliers who fail to meet the compliance standards, timely adjustments or
replacements need to be made to prevent non-compliance risks from spreading. For suppliers who perform well,
incentives should be provided to recognize their performance and encourage them to continue maintaining high ESG
standards, driving the entire supply chain towards higher sustainable development goals and ensuring that all links in the
chain always meet the ESG standards and requirements set by the enterprise.

To ensure that ESG compliance in the supply chain can operate effectively and sustainably in the long term,
multinational corporations need to strongly promote the construction of a compliance culture, regular employee training,
and enhance employees' awareness of environmental protection, social responsibility, and governance, so that
employees can consciously adhere to ESG standards in their daily work. It is necessary to promote the compliance culture
among suppliers and help them deeply understand and strictly follow relevant ESG standards. The dual construction of
culture and standards can not only enhance the sense of identification and implementation of compliance requirements
from all parties, but also promote the overall supply chain to develop towards higher standards, thus building a more
transparent and responsible supply chain system to ensure the sustainable stability and effectiveness of compliance
management.

This monitoring and evaluation mechanism can timely identify compliance risks in the supply chain and take
corresponding measures to address them, ensuring that enterprises always operate in a compliant manner in the
complex legal and social environment. Continuous and effective compliance management can help establish a good
image of the enterprise in the global market and enhance its core competitiveness in international competition, thus
ensuring the enterprise's steady development globally.
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5 Conclusion

Multinational corporations face ESG compliance requirements in global supply chains, and need to establish a
comprehensive legal responsibility framework and compliance strategy to address environmental, social responsibility,
and governance risks. They should continuously optimize their ESG management systems in response to changing global
regulatory environments, strengthen risk assessment, supervision mechanisms, and compliance culture construction. In
the future, they should adjust their strategies in the context of globalization and respond to compliance challenges with
higher standards to achieve sustainable development and enhance global competitiveness.
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