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CHAIRMAN'S MESSAGE

Chairman’s
Message
Wenjian Fang
Chairman
China Chamber of Commerce in the UK (CCCUK)
General Manager
Bank of China London Branch

I am delighted to present the 2021 Report on the
Development of Chinese Enterprises in the UK. Whilst
the key theme last year was around overcoming and
adapting to the challenges of Covid 19 and Brexit,
this year’s report has highlighted Chinese companies’
desire to find common ground in achieving mutually
beneficial economic objectives.
We continue to both welcome and adapt to constructive
voices in the market and from across the political
spectrum. The resilience, commitment and ability of
our members to respond to changing geopolitical realities is a consistent theme that came through across
our surveys, questionnaires, sector roundtables and
interviews.

bridge between the UK and China came through loud
and clear. Along with their economic contributions,
we have also witnessed our members making a
positive social contribution to the UK. This includes
donating significant quantities of medical supplies
to local hospitals, creating apprenticeships and job
opportunities and supporting local schools’ education
efforts in teaching Chinese.
In a year of unprecedented and ongoing challenges be it supply chain, energy prices, Covid-19, Sino-US
tensions, or regulatory complexities as a result of
Brexit - it is really encouraging to see the determination
of Chinese companies operating in the UK to move
beyond these short-term challenges and work together
with their UK peers.

The enthusiasm and ability of Chinese companies to
participate fully in the local communities and act as a
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This year’s report again demonstrates how Chinese
enterprises in the UK are making a broader contribution to UK society, as well as continuing to create
economic value.
The UK government set out in its March 2021 Integrated Review the importance of pursuing a positive
trade and investment relationship with China as well
as cooperating with China in tackling transnational
challenges such as climate change whilst ensuring the
UK’s national security and values are protected(1).

I have been very much heartened by the commitment
across our membership towards building a fairer, more
open and transparent business environment in the UK.
We need to work closely with our UK peers to create
an environment where deeper understanding can
be built and differences of opinions can be debated.
Only then can we find mutually beneficial solutions to
embed more trust, create better trade and investment
flows and develop more sustained outcomes for all.

Echoing some of the commentary in the Integrated
Review, Rishi Sunak - the UK’s Chancellor of the
Exchequer - also recently called for the UK to have a
“mature and balanced relationship” with China, which
includes “recognising the links between our people
and businesses” and “cooperating on global issues
like health, aging, climate and biodiversity(2)”.
These are sentiments welcomed by Chinese companies in the UK. A growing trade relationship
between the UK and China, together with significant
collaboration and mutual development in the policy
goals of net zero and levelling up in the UK, are all
key areas of opportunity. This is also a space where
Chinese companies in the UK can play a significant
role - enhancing both their understanding of the UK,
and the UK’s understanding of China, which should go
much deeper and wider than mere political rhetoric.

(1) HM Government, ‘Global Britain in a competitive age’, March 2021
(2) Rishi Sunak speaking at Mansion House, July 2021
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EXECUTIVE SUMMARY

Executive Summary

The last twelve months have been a testing period for
many in the business community in the UK, not least
because of the continued repercussions of Covid-19
and Brexit. For Chinese businesses operating in
this environment, escalating geopolitical headwinds
have further added to the challenges. Despite this,
they have demonstrated significant resilience with an
unwavering commitment and ongoing contribution to
the UK economy.

UK to remain stable or improve and have the confidence
to continue investing in the UK market. Nearly half of the
entities surveyed had plans to expand the scale of their
investment in the UK and no entities had plans to divest.

Over 80% of survey respondents are
optimistic about improving revenue and
profitability in the next two years

The level of optimism is supported
by China becoming the UK’s biggest
import market since Q1 2021 against a
challenging geopolitical backdrop

Despite external adversities, 53% of the companies
surveyed managed to stabilise or even grow their
revenue in 2020 compared to 2019, with 63% reporting
stable or improved profitability, showing an impressive
level of resilience.
The majority of companies surveyed do not anticipate
the impact of external challenges such as Covid-19
(86%) and Brexit (94%) to last over the longer term,
and forecast rapid recoveries over the coming years.
Most companies also said that they would expect their
revenue (85%) and profitability (81%) to stabilise or
improve over the next two years, both up on last year.
Given the UK’s high vaccination rate and its continued
progress in negotiating a new post-Brexit relationship
with the EU, this cautious optimism seems warranted.
When it comes to investment decisions, 78% of entities
surveyed expect the overall business environment in the
(3)
(4)
(5)
(6)

The companies’ development goals also remained
broadly consistent with last year, which underscores
a continued and long-term focus on the UK as a key
overseas market for Chinese companies.

The continued contributions made to the UK economy
by Chinese companies are also supported by the
wider China-UK trade statistics. In Q1 2021 China
replaced Germany as the UK’s biggest import market,
with goods imported valued at £16.9bn - up 66% from
the start of 2018(3). Recent Q2 2021 statistics show
this pattern continuing, with China accounting for 13%
of the UK’s total imports in August 2021(4).
China was also the UK’s third largest trading partner
in the four quarters to Q2 2021,accounting for 7.6% of
total UK trade(5). The number of Chinese investments
in the UK during H1 2021 reached pre-Covid-19 levels,
with a 44% increase year-on-year(6).
With China being the only major economy to see its global
trade and economy grow last year, it is likely that trade and
investment with China will be a key element of the UK’s
economic recovery from the challenges of 2020-2021.

Office for National Statistics, ‘The impacts of EU exit and the coronavirus on UK trade in goods’, 25 May 2021
HMRC, ‘UK overseas trade in goods statistics’, August 2021
Department for International Trade, ‘Trade and Investment factsheets’, 29 October 2021
Grant Thornton, ‘Chinese investment in UK: growth continues in H1 2021’, 3 September 2021
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Green finance and leveraging London’s
role as a global financial centre were
identified as key opportunities for
Chinese financial services companies

Chinese participation in renewable energy
generation and the battery storage market
could be key to the UK’s net zero and
levelling up agenda

A new feature of this year’s report is the sector deep
dive in the financial services and energy and power
industries where in-depth, industry-focused roundtables
were held.

For companies operating in the energy and power
sector, the focus is on new technologies enabling
the adoption and rollout of game changing solutions
towards a more sustainable economy. Particular areas
of opportunity include renewable energy and battery
storage technologies.

The development of green financial products incorporating climate considerations, such as green bonds,
was highlighted by financial institutions as a key focus
area. These have played an important role in facilitating
the green transition of market players in the wider
economy.
Going forward, green finance is seen as a key area where
Chinese institutions could make increasing contributions
via collaboration with their UK counterparts.
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A number of Chinese companies are already operating in
this area across the UK and Europe, with an increasing
number of new players bringing the latest innovations to
the market. Huaneng, for example, is currently building
Europe’s largest grid-connected battery storage site in
Wiltshire to provide sustainable energy solutions as
well as creating local employment.

EXECUTIVE SUMMARY

Environmental, social and governance
(ESG) matters are a key focus and
commitment for many Chinese companies
Similar to many other businesses, Chinese enterprises
in the UK are at the early stages of their ESG journey,
posing some challenges around balancing ESG goals
with business growth targets. However, positive actions
are increasingly being taken across a number of areas,
including:

•

Setting up senior management-led cross department working groups to incorporate ESG elements
into broader strategy and training

•

Setting specific diversity and inclusion and measurable climate targets based on established
international standards

•

Adopting targeted policies such as providing
electric vehicle purchase schemes and installing
electric vehicle charging points at the office

•

Supporting local communities through apprenticeship opportunities and providing financial and
medical support throughout the Covid-19 pandemic

Notably, many companies reported that they have
progressed further on ESG matters at China group
level compared with their UK subsidiary, giving them
expertise to leverage as they begin to implement ESG
measures in the UK. This also highlights the wider
leadership and commitment of Chinese companies in
this crucial space.

85%

of companies forecast stable to increased
growth over the next two years, up on 79%
last year

62%

of respondents stated that 100% of their
profits were reinvested in the UK, up on 51%
last year

95%

expressed a neutral to optimistic view about
the future of UK-China relations, in line with
last year’s report

54%

had new ESG initiatives planned as a priority
in the UK over the next 1-2 years

With COP 26 in the UK and the first stage of COP 15
in Kunming, China both recently concluded, as well
as the second part of COP 15 being planned for next
year in China, there are clear future opportunities for
collaboration around Net Zero and ESG issues.
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Chinese businesses are keen to see
the UK maintaining its open, fair and
transparent business environment

4

Improve the attractiveness of the UK market
to international investors by, for example,
providing investment incentives, opening new
free-trade ports, and simplifying tax regimes

Entities surveyed expressed an increasing level of
anxiety over the shifting geopolitical situation, and
what this means for Chinese businesses operating in
the UK.

5

Support

businesses

through

short-term

difficulties caused by external events, such as
providing policy clarity and financial support
for increased registration and regulatory

In particular, the deterioration in general sentiment
towards China was reported as having translated
into discriminatory behaviour in business interactions
on a number of occasions, and there was also the
perception that the newly enacted National Security
and Investment Act was intended to curb Chinese
investment.
An open, fair and transparent business environment
has always been a key factor that Chinese businesses
have valued about the UK as an investment destination.
As they prepare to further invest in the UK market at
this critical juncture in UK-China relations, Chinese
businesses are keen to see these core values of the
UK market remain prominent thus providing comfort to
their long-term commitment.
Their key asks for the UK government, regulators and
the wider business communities - as drawn from the
responses to our annual questionnaire, pulse surveys
and roundtables - are as follows.

1

Pursue a cooperative UK-China relationship

2

Promote a more balanced UK-China business

based on engagement

relationship and encourage UK investors to
access China

3

Provide full transparency and guidance on
how the relevant investment policies, rules
and regulations, e.g. the National Security
and Investment Act, would affect Chinese
entities seeking to invest into the UK
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burdens as a result of Brexit, and accelerating
the resumption of direct UK-China flight to
support post-pandemic economic exchanges
and recovery

ABOUT THE DEVELOPMENT REPORT 2021

About the Development Report 2021

This report aims to represent the views of Chinese
enterprises in the UK, reflect their development, and
highlight their areas of concern and priorities.
It is primarily based on the first hand data collected from
a detailed annual survey aimed at Chinese enterprises
in the UK from CCCUK’s existing member base. This
first-hand data was complemented by focused pulse
surveys and roundtables aimed at a subsection of the
annual survey audience in selected industries.

representing a 61% response rate against the defined
audience - made up of CCCUK’s members, which can
be viewed in full on their website. This was slightly up
on the 75 companies who responded last year - at 59%
of the defined audience.
All data has been anonymised unless otherwise agreed
by the respondents. Data collected from the annual
survey forms the empirical basis of Chapters 1, 2, 3
and 5 of this report. A copy of the full questionnaire and
responses can be found in the Appendix.

The views and recommendations represented in
this report are those expressed by the survey and
roundtable participants, indicating their priorities
and reflecting their experience operating as Chinese
enterprises in the UK. These are not exhaustive and do
not represent CCCUK’s position.

Annual survey 2021
The 2021 annual survey conducted by CCCUK is
targeted at UK enterprises where part or all of their
ownership resides with entities or individuals from the
People’s Republic of China (‘Chinese enterprises in
the UK’). CCCUK has been conducting these annual
surveys since 2020.
The objective of the survey is to capture the current
landscape of Chinese enterprises in the UK, and
explore their views on their future UK presence. This
year, a new section has been added to the survey to
gather data on the participants’ readiness in dealing
with ESG matters.
The survey was carried out in August 2021. A total of 79
companies responded to the survey via questionnaire,
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Industry pulse survey and
roundtables
In response to reader feedback from last year’s report,
a new industry focused chapter - Chapter 4 - has been
included this year. The purpose of this is to enable a
more focused analysis of selected industries with a
higher concentration of Chinese investment in the
UK: Financial Services and Energy and Power. This
chapter particularly focuses on key challenges and
opportunities faced by companies in these sectors,
along with recommendations for their peers and other
market players such as the government and regulators.
For each industry selected, a short pulse survey was
conducted to collect the participants’ initial thoughts
on key areas of interest and concern. This was
supplemented by a roundtable event where focused
discussions were held on the key issues identified from
the pulse survey.
These data collection activities were held between April
to July 2021. A total of 27 companies participated in this
process across the two industries, covering a range of
subsectors and company sizes.
Similar to the annual survey, all data collected from
the industry pulse surveys and roundtables has been
anonymised unless otherwise agreed by the respondents.

Supplementary data from recent
CCCUK interviews
To mark its 20th anniversary, CCCUK has commissioned and published a series of interviews with
senior management of Chinese businesses in the
UK. These interviews touch upon the development,
challenges and opportunities seen by a wide range of
organisations. Where relevant, information from these
interviews has been referenced in this report.
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Landscape of Chinese
Businesses in the UK
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PART 1: LANDSCAPE OF CHINESE BUSINESSES IN THE UK

Demographic Highlights of
Companies Surveyed

Survey respondents cover 9 out of 11
Industry Classification Benchmark (ICB)
industries
Up from 7 last year, 9 of the 11 Industry Classification
Benchmark (ICB) industries were represented in
this year’s survey, allowing us to gain a broader
understanding of how Chinese companies operate in
a wide range of areas across the UK.

The top three industries with the highest concentration
of entities surveyed were Industrials (25%) - which
includes manufacturing, logistics and professional services, Financials (23%) and Consumer Discretionary
(19%) - which includes media, automobiles, travel
and education.

Which industry does your UK company mainly operate in?

25%

23%

19%

Industrials

Financials

Consumer
Discretionary

8%

6%

6%

Technology

Telecommunications

Energy

5%

4%

4%

Utilities

Real Estate

Basic
Materials

▲ Source: annual survey question 3
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DEMOGRAPHIC HIGHLIGHTS OF COMPANIES SURVEYED

There is also representation from entities of various

surveyed, they are usually part of a much larger

sizes, albeit with a relative concentration towards the

Chinese group, thus representing a much broader

smaller end which is broadly consistent with the survey

community of Chinese businesses with significant

population last year. However, it should be noted that

resources and impact.

despite the relatively small size of many of the entities

How many employees does your UK business have?
51-100:

16.46%
20 - 50:

101-500:

20.25%

8.86%
501 - 1000:

5.06%
1000 +:

< 20:

48.10%

1.27%
▲ Source: annual survey question 9

What was your company’s annual UK revenue in 2020 (in £’m)?

>£100m:

16.46%
£50m - £100m:

3.80%
£10m - £50m:

21.52%

<£5m:

45.57%
£5m - £10m:

12.66%
▲ Source: annual survey question 13
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London remains the base for most
entities surveyed, although companies
have a growing presence in the regions
The capital continues to be the base for the vast majority
of companies surveyed, with 83% of the companies
surveyed headquartered in London.
However, many of them have operations in the regions
and specific regional growth opportunities have been
identified. For example, a number of energy companies
have highlighted offshore wind opportunities in Scotland
(see Chapter 4).
Furthermore, as demonstrated in Grant Thornton’s
2020 Tou Ying tracker, the West Midlands was the
fastest growing region for Chinese companies in the
UK, with 20% growth, followed by London (17%) and
the East of England (13.3%).

Where are your UK headquarters located?

81% of entities surveyed have been
operating in the UK for over five years
81% of companies surveyed this year stated that they
had been in the UK for over five years, whilst almost
half (47%) of companies stated that they have been
in the UK for over 10 years. One company surveyed Bank of China - first set up its London office in 1929.
This highlights the long-term commitment that Chinese
companies have to the UK.
Organic growth remains the most popular way of entering the UK market, with 89% of companies reporting
that they had established and developed their UK
business by setting up as a UK branch of an existing
Chinese company or as a standalone company.

<1.00%
1.00% ~ 2.00%
2.00% ~ 10.00%
>10.00%

North West

2.53%
Northern Ireland

1.27%
West Midlands

3.80%

North East

1.27%
Yorkshire and the Humber

2.53%
East Midlands

2.53%
East of England

2.53%
South East

1.27%

Greater London

82.28%
▲ Source: annual survey question 4
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PART 1: LANDSCAPE OF CHINESE BUSINESSES IN THE UK

Financial Performance of Chinese
Businesses in the UK

According to Grant Thornton’s 2020 Tou Ying tracker,
the top 838 Chinese companies in the UK have a
combined revenue of £92 billion. The companies in
this group with two consecutive years of revenue over
£5m reported revenue growth of 12% in 2020. Whilst
this is down from the 17% growth reported in 2019, this
continued growth against a challenging geopolitical
backdrop, emphasises their economic resilience. This
economic resilience is also a pattern noticed in this
year’s survey.

Similar patterns were reported in terms of profitability.
Whilst 35% of entities surveyed reported a deterioration in profitability year-on-year (up from 16% last
year), the same number of entities reported stable
profitability with a further 25% reporting an increased
level of profit.

Over half of the entities surveyed
managed to achieve stable or increased
revenue and profitability in 2020

Chinese companies reported a higher
level of profitability in the UK when
compared to their global performance

Against the backdrop of a challenging 2020, there is a
notable increase in the number of companies reporting
a fall in revenue compared to last year (from 19% to
44%). This revenue decline was particularly pronounced
in the consumer and industrials sectors (where 60% of
companies surveyed reported revenue decline). The
decline in revenue has also translated into reduced
capital expenditure compared with the previous year.

22% of companies reported higher profitability in the
UK compared with their global performance, up on
the 17% reported in 2019. There was also a decline
in those reporting lower profitability in the UK than in
other overseas markets in the UK - from 44% in 2019
to 36% in 2020. This highlights the global nature of
financial challenges faced by Chinese companies, and
suggests that the UK may have held up better when
looked at in a wider global context.

Despite this, 22% of the entities surveyed reported
revenue levels on par with last year, with a further 32%
reporting various levels of revenue growth. In particular, 80% of companies in the telecommunications
sector reported stable to increasing revenue. This
demonstrates the economic resilience of the Chinese
enterprises in the UK.
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Overall, almost two-thirds of the entities surveyed
reported that they were either profitable or broke even
in 2020.

FINANCIAL PERFORMANCE OF CHINESE BUSINESSES IN THE UK

How has your UK revenue changed compared to the previous year?
2019

2020

40%
32.00%

30%

26.58%

24.00%

21.52%

20.00%
17.72%

20%

17.72%
13.92%

10%

8.00%

10.67%
5.33%

2.53%

0
Significantly
increased
(by >20%)

Marginally
increased
(by 5-20%,
inclusive)

Stable
(change
within 5%)

Marginally
decreased
(by 5-20%,
inclusive)

Significantly
decreased
(by >20%)

N/A
(UK presence
established this year)

▲ Source: annual survey question 14 (2021) and 17 (2020)

Which of the following best describes your company’s profitability in the UK last year?
2019

2020

Profitable
45.33%
41.77%

Breakeven
29.33%
21.52%

Loss making
25.33%
36.71%

0

10%

20%

30%

40%

50%

▲ Source: annual survey question 15 (2021) and 18 (2020)
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This year also saw a growth in the
number of companies reinvesting most
or all of their profits in the UK

How is the profit generated by your UK
business used?

Testament to their commitment to the UK market,
62% of companies stated that 100% of their profit
was reinvested in the UK - notably higher than the
51% reported last year. This underlines the economic
contribution Chinese companies continue to make to
the UK, such as Jingye’s £100m investment in British
Steel in 2021 - which it returned to profit after buying
out of liquidation in 2020(1).

All profit (100%) is reinvested in the UK
Majority (50-99%) is reinvested in the UK
Equally split between the UK and China
Majority (50-99%) is transferred to China
All (100%) profit is transferred to China

62.03%
60%

More respondents are paying a higher
proportion of their revenue towards
corporation and employment taxes,
reflecting a higher cost base
There was a slight increase in companies reporting
that corporation tax represented more than 10% of
their total revenue (from 16% to 22%). Similarly, 30%
of companies reported PAYE National Insurance
charge as making up more than 10% of their revenue
in 2020, compared to 17% the previous year. A large
proportion of entities reported PAYE employment
costs as taking up a higher proportion of their revenue
compared to corporation and other taxes. This mirrors
a theme from last year where high employment costs
were cited as a key challenge around operating in
the UK.
When asked to report other taxes as a percentage
of revenue, there was an increase in companies
reporting that it made up 5-10% of revenue (from
11% to 20%) but an accompanied slight decrease in
companies reporting more than 10% of their revenue
(from 15% to 13%).

50%

40%

30%

20%
16.46%
11.39%

10%
5.06%

0
▲ Source: annual survey question 18

(1) British Steel, ‘British Steel investing £100m this year to improve manufacturing and environmental performance’,
17 March 2021
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5.06%

PEOPLE, GOVERNANCE AND SOCIAL RESPONSIBILITY

People, Governance and
Social Responsibility

Comparing employees identifying
as Chinese with senior management
identifying as Chinese

Smaller entities have an increasing
proportion of Chinese employees,
particularly at senior management level
52% of companies employ fewer Chinese employees
than they do those of other nationalities; a slight drop
on the 60% non-Chinese employee base reported
in 2020.
This was particularly seen in smaller companies with
less than 20 employees, half of which reported having
71-100% Chinese employees. This represented
80% of all companies selecting this option (albeit
companies with under 20 employees made up just
under half of all companies surveyed).
The majority of employees identifying as Chinese also
remained local hires - with almost half of respondents
saying that expatriate employees made up less than
10% of their total Chinese employee base. Again,
expat employees were concentrated in the smallest
companies surveyed.
Chinese employees were particularly concentrated
at senior management level. 71% of entities reported
Chinese personnel as making up more than 50%
of their senior management team (up from 53% in
2020). This pattern was again concentrated in smaller
companies: 60% of those who selected this response
also reported having under 20 employees.

% of companies reporting various proportions of
employees identifying as Chinese
% of companies reporting various proportions of senior
management identifying as Chinese
71% - 100%:
30.38%

50.63%
51% - 70%:
17.72%
20.25%
21% - 50%:
24.05%
10.13%
10% - 20%:
6.33%
1.27%
< 10%:
21.52%
17.72%

▲ Source: annual survey question 10 and 12
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“

Since setting up in London, we have
focused on cultural integration
and hiring people from across
different countries. Having a diverse
team doesn’t just mean different
nationalities and languages, it also
means diverse skills and ways of
thinking - matching the diversity of
London itself.

”

Guan Zhixiong, Deputy General Manager of
R&F Group / Chairman of R&F UK, speaking in
an interview with people.cn, 22 July 2021

Despite cultural differences, the
value of having a diverse workforce
is widely recognised
When asked to elaborate on their broader UK operations
in the questionnaire, a security services company noted
that it was a key element of their future development
to integrate both UK and Chinese culture within their
company, including within the senior management
team. They emphasised how a diverse workforce
allowed them to best understand the needs of their
consumers; highlighting the role played by employees
as a ‘bridge’ between British and Chinese culture.
The importance of having a diverse employee base
was also mentioned in the CCCUK interview series.
Hiring local employees was - to some extent - seen
as a way of strengthening broader UK-China ties:

China Construction Bank mentioned their pride in the
fact that whilst many of their UK employees were from
different cultural backgrounds and often did not speak
Chinese, they were still able to play an active role in
the development of their company(2). Air China added
that they are increasing their focus on promoting more
local employees to senior management positions, with
the goal of improving communication with their local
customers(3).
Despite the positives mentioned around having a
diverse workforce, differing expectations and ways
of working did occasionally cause challenges. Beijing
Construction Engineering Group commented that the
biggest difference between UK and Chinese employees
was not just language. Instead, a broader divergence
in ways of working, thinking and operating between
China and the UK have caused the most significant
differences(4). This need to communicate and work
effectively with their Chinese parent company may go
some way to explaining the continued concentration
of Chinese employees in senior management roles.
However, the fact that Chinese employees are most
concentrated in the smallest companies surveyed
suggests that this dynamic may change as companies
grow and develop in the UK.

Chinese companies are continuing to
recruit as they grow, with a preference for
local hires
Emphasising the long-term commitment of Chinese
companies in the UK, almost half (47%) indicated
that they plan to increase recruitment or hiring over
the next two years. The majority of companies (61%)
indicated that their preferred method of recruitment
was hiring locally with a preference for people
with local expertise. The long-term commitment to
developing and supporting staff can also be seen
with three quarters of entities citing training and
development as one of the top three focal points of
their people strategy.

(2) People.cn, Interview with China Construction Bank’s Aimin Yang, 26 July 2021 [translated from Chinese]
(3) People.cn, Interview with Air China’s Li Jingjie, 17 August 2021 [translated from Chinese]
(4) People.cn, Interview with Beijing Construction’s Yu Dongwen, 5 August 2021 [translated from Chinese]
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There was a shift away from the UK
management teams making autonomous
decisions
Compared with last year, there remained an emphasis
on collective decision making for companies operating
in the UK, with 51% of strategic decisions (compared
with 57% in 2020) and 46% of operational decisions

(compared with 40% in 2020) jointly made by management in the UK and China. There was, however, a
shift away from decisions made solely in the UK and
towards a decision-making model that prioritised
input from China, particularly when making strategic
- as opposed to operational - decisions. Notably, this
appears to be a wider shift, with decision-making
patterns not significantly impacted by company size.

Regarding your UK business, who makes the key strategic decisions?
2019
60%

57.33%
50.63%

50%
40%
30%

2020

36.71%
24.00%
18.67%

20%
12.66%

10%
0

The local management
team in the UK

By the group management
team in China

Jointly made by management
teams in the UK and China

▲ Source: annual survey question 22 (2021) and 25 (2020)

Regarding your UK business, who makes the key optional decisions?
2019

2020

60%
50%

45.57%

45.33%
40.00%

40%
32.91%

30%
21.52%

20%

14.67%

10%
0

The local management
team in the UK

By the group management
team in China

Jointly made by management
teams in the UK and China

▲ Source: annual survey question 23 (2021) and 26 (2020)
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Views on the UK
Investment Environment
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PART 2: VIEWS ON THE UK INVESTMENT ENVIRONMENT

Overall Assessment of the UK’s Business
Environment, Challenges and Opportunities

Chinese businesses’ views on the current
state of the UK’s business environment
have slipped, but the overall sentiment
remains cautiously optimistic
Respondents were asked to rate the UK’s business
environment across the following six areas:
•

Commercial environment (e.g. barriers to entry,
openness of market, tax policy, cost of conducting
business, etc.)

•

Political environment (e.g. policy consistency,
political stability, government efficiency, legal and
regulatory considerations, etc.)

•

Economic and industrial environment (e.g.
level of economic development, economic stability,
integrity of supply chain, economic ties with China,
etc.)

•

Infrastructure (e.g. transport, telecommunication
network, etc.)

•

Technology (e.g. competency of R&D institutions,
research commercialisation, UK-China research
collaboration, etc.)

•

Talent (e.g. employment, cost of labour, diversity
and inclusion, etc.)

Impressions and forecasts for the UK business environment over the next two years
Impression of how the UK business environment has changed over the past two years
Forecast for the UK business environment over the next two years
50%

46.84%

49.37%

40%
30%

27.85%

27.85%
20.25%

20%
12.66%

10%
0

7.59%

2.53% 3.80%
Significantly
improved

1.27%
Marginally
improved

Unchanged

Marginally
worsened

Significantly
worsened

▲ Source: annual survey question 40 and 41
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The overall score was 7.1, down from 7.4 in 2020, with
a decline in almost all individual areas. There was also
an increase - from 44% to 57% - in companies who
viewed the business environment as having worsened
over the past two years. However, it is interesting to
note that - despite the government’s strategic pivot
towards the US post-Brexit - the rating given by US
companies towards the UK’s business environment in
a similar British American Business/Bain survey of US
companies was only around 10% higher - at 7.8(1).
Additionally, echoing sentiments seen throughout
the survey when asked to look beyond short-term
challenges, there was greater optimism when asked to
forecast the business environment over the next two
years, with almost 80% of companies predicting stable
to improving, up on 68% last year.

Almost 94% of the entities surveyed said that the
UK market remains very important to their global
operations. This included 18% who saw the UK as
one of their top three markets and a further 14% who
claimed that the UK market is their top priority.
This finding is consistent with other similar surveys. For
example, according to PwC’s 24th annual CEO survey
- released in March 2021 - the UK has overtaken India
to become the fourth most attractive growth target for
global CEOs. China-based CEOs in particular looked
to prioritise the UK market, with 13% selecting the UK
as one of their top three growth targets, compared with
just 3% in 2019.

How would you rate the business environment in the UK?
2021
8.0

7.5

Overall rating
2021

2020
7.8

7.1

7.7

7.7

7.4
7.3

7.3

7.0

7.2
7.2

7.1

7.0

6.9
6.5

6.6

6.0
Techonology

Commercial

Economic

Talent

Infrastructure

2020

7.4

Political

▲ Source: annual survey question 39 (2021) and 43 (2020)

(1) British American Business and Bain & Company, ‘US companies show strong confidence in the UK as a place to do
business’, July 2021
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The decline in positivity was mainly
driven by anxiety over the geopolitical
landscape, which continues to pose the
biggest challenge for Chinese investors
in the UK
Among all areas of the business environment, the
lowest rated area was political environment, reflecting
a high degree of cautiousness towards the state of UKChina relationship given geopolitical challenges and
increasing scrutiny on overseas investment.
Similarly - as with last year - when asked to identify
key challenges, geopolitical challenges remained
by far the biggest concern. Almost three-quarters of
respondents selected this as a key challenge (up on
the 55% who selected this response last year). With
100% of respondents viewing a stable and healthy

UK-China relationship as key to their UK business, the
potential impact of this challenge on broader business
operations is clear.
When asked to share more details about the impact of
China-UK relations on their UK operations over the past
year, a number of companies pointed to the increased
hardening of US rhetoric towards China - for example
the blacklisting of a number of Chinese companies.
There was a sense that - despite the potentially negative
economic impact of doing so - the UK was increasingly
following the US’s lead in this space.
Nevertheless, the hardening in political rhetoric did not
seem to have translated into systematic discriminatory
treatment. The vast majority of entities stated that
they had not experienced discrimination in their UK
business activities despite this geopolitical backdrop.

How important is a stable and healthy China-UK relationship to your company’s business in the UK?

Somewhat important

2.53%
Important

22.78%

Extremely important

74.68%
Not important / Irrelevant

0%

▲ Source: annual survey question 45
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The challenges of Covid-19 and Brexit
were judged to be short-term only,
with most companies forecasting a
rapid recovery

Other challenges mentioned include a
high compliance risk, slow economic
growth and unstable UK foreign policy
towards Chinese investors

Only 14% and 6% of the entities surveyed considered
that Covid-19 and Brexit would have a long-lasting
negative impact. Conversely, the vast majority of
companies stated that the impact was expected to be
short-term only and that they were either on the way to
recovery or had already recovered.

High compliance risk was the second most selected
challenge, cited by 31% of the entities surveyed. In terms
of dealing with these challenges, Air China mentioned
that they have invested in third-party compliance training
to support them in mitigating these issues(2).
Slow economic growth also continues to be a key
challenge, cited by 25% of respondents. With the
UK economy shrinking by 9.9% in 2020(3) - the
largest annual fall on record - compared with China’s
economic growth of 2.3% in 2020 (making it the only
major economy to report growth last year)(4), this is
perhaps unsurprising.

The short-term challenges of these factors affect
different sectors in different ways. In Chapter 4 we have
taken a closer look at the Financial Services and the
Energy and Power industries on the challenges they
saw and the actions they took.

How have Brexit and Covid-19 impacted your UK operations?
Brexit

77.22%

80%

Covid-19

64.56%

60%

40%
27.85%

20%

13.92%
6.33%

3.80%

3.80%
0%

0
No impact

Some short-term
negative impact

Long-lasting
negative impact

Positive
impact

1.27% 1.27%
Other

▲ Source: annual survey question 48 and 49
(2) People.cn, interview with Air China’s Li Jingjie, 17 August 2021 [translated from Chinese]
(3) Office for National Statistics, ‘GDP first quarterly estimate, UK: October to December 2020’, 12 February 2021
(4) BBC News, ‘Covid-19: China’s economy picks up, bucking global trend’, 18 January 2021
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Shifting UK policy towards Chinese investors was
cited by 14% of respondents - up from 8% last year
- and is likely to be in response to the UK’s National
Security and Investment Act. Due to its relevance to
strategically important businesses and assets, it seems
to have impacted certain industries (such as energy,
which we cover further in chapter 4) more than others.
The challenges caused by this policy could have also
contributed to the increase - from 45% to 60% - in the
number of companies who indicated that they viewed
it as “difficult” or “very difficult” to navigate through the
UK system as foreign investors.

Technology is viewed as the most
attractive area of the UK’s business
environment, with technologically
advanced companies continuing to
create opportunities amidst uncertainties
For the second year in a row, technology has been
rated the most attractive aspect of the UK’s business
environment with an average score of 7.7 (out of 10).
This reflects the innovative nature of the UK economy.
Even in the currently challenging environment, where
social distancing and remote working have caused
disruptions to many, it also created opportunities for
those who were quick to adapt. For example, Cheung

(5)
(6)
(7)
(8)
(9)
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Kong Graduate School of Business mentioned
that courses moving online had created broader
opportunities for innovation and allowed them to
invite a diverse range of speakers from a number of
companies to their business training courses(5).

Access to talent and a sophisticated
logistics network were also highlighted
as key strengths of the UK as an
investment destination
Shanghai-headquartered car manufacturer NIO mentioned that a key reason for setting up a R&D centre
in Oxford was the concentration of talented individuals
in the engineering sector(6). R&F added that differing
strengths within the UK and China economy could be
advantageous for both countries(7).
Furthermore, COSCO Shipping described the UK’s
highly developed logistics industry as another strength
when operating in the UK(8). Despite the significant
challenges of Covid-19 and Brexit, this observation is
borne out by the continued resilience of the logistics
sector which contributed £127bn Gross Value Added
(GVA) to the UK economy in 2020, representing 10% of
the UK non-financial business economy(9). This is a key
area for UK-China collaboration, with the US and China
remaining the UK’s largest non-EU trading partners.

People.cn, Interview with Cheung Kong Graduate School of Business’ Ji Bo, 6 August 2021 [translated from Chinese]
People.cn, Interview with Nio’s Zhang Hui, 19 August 2021 [translated from Chinese]
People.cn, Interview with R&F’s Guan Zhixiong, 22 July 2021 [translated from Chinese]
People.cn, Interview with COSCO’s Wang Gang, 9 August 2021 [translated from Chinese]
Logistics UK, ‘The Logistics Report Summary 2021’
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Future Areas for
Collaboration and Growth

There remains optimism over the
long-term prospects for UK-China
collaboration
With 95% of entities expressing a neutral to optimistic
view about the future of UK-China relations, there was a
wider sense of optimism when looking beyond immediate
challenges. However, the increase in entities reflecting
a neutral position means that there was still a significant
drop in optimism compared to last year where 71% stated

that they felt optimistic about UK-China relations (notably
higher than the 51% who reflected optimism this year).
Nevertheless, when looking beyond media and political
rhetoric the numbers paint a more positive picture. For
example, China has recently overtaken Germany to
become the UK's biggest single import market for the
first time since records began(1). It is, however, too early
to tell if these trends are a temporary response to the
impact of Brexit on EU trade, or a longer-term trend.

How do you feel about the future of China-UK relations?

Neutral

44.30%
Optimistic

Somewhat pessimistic

5.06%

15.19%

Pessimistic

Somewhat optimistic

0%

35.44%

▲ Source: annual survey question 47

(1) Office for National Statistics, ‘The impacts of EU exit and the coronavirus on UK trade in goods’, 25 May 2021
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Forecast for revenue, profitability and
market share over the next two years

China-UK relations have a deep
foundation and strong driving

Revenue

force. China has always attached
importance to the international

Significantly increased (by >20%)
15.19%

status and role of Britain and is

5.06%

willing to be a partner of a "Global

7.59%

Britain". In spite of the Covid-19
pandemic disruptions, trade

Market share

Profitability

Marginally increased (by 5-20%, inclusive)

between China and the UK still

41.77%

bucked the trend to grow upward
last year.

”

29.11%
35.44%

Stable (change within 5%)

State Councillor Wang Yi, speaking to then
Foreign Secretary Dominic Raab, 28 May 2021

27.85%
46.84%
32.91%

Marginally decreased (by 5-20%, inclusive)

Approximately 85%, 81% and 76% of companies
surveyed stated that they would expect their revenue,
profitability and market share to be consistent with or
higher than current levels over the next two years.
Whilst projections for revenue and profit are higher
than those reported last year, this is likely to be an
adjustment based on lower revenue and a slightly less
positive performance in 2020 compared to the previous
year. As discussed in the previous chapter, the impact
of Covid-19 and Brexit is also perceived as being
most significant in the short term; which would support
greater optimism around longer-term recovery.

1.27%
2.53%
2.53%

Significantly decreased (by >20%)
3.80%
2.53%
1.27%

Not sure

Decreased optimism around projected future market
share (from 81% to 76%) may be in response to the
increasingly challenging geopolitical backdrop - and
what were occasionally perceived as restrictive policies
targeted specifically at Chinese (rather than wider
overseas) investment.

10.13%
13.92%
20.25%

0

10%

20%

30%

40%

50%

▲ Source: annual survey question 32,33 and 34
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Consistent development goals with
last year demonstrate a continued
commitment to the UK market
This year the top three priorities were: growing their
existing business (80%), entering new markets and
achieving profitability (56%) and obtaining brand
recognition and enhancing their corporate image (52%).
This is in line with the top priorities reflected by Chinese
companies last year, suggesting that wider goals and
commitment to the UK remain consistent despite a
challenging backdrop. In line with these objectives,

real estate company R&F added that they are looking
to develop their UK brand through emphasising social
responsibility and urban renewal, working closely
with local community players. Beijing Construction
Engineering also emphasised their corporate social
responsibility (CSR) through the hiring of apprentices
and broader residential projects in the community(3).
A number of companies also made comments around
areas such as enhancing the voice of Chinese entities
in a sometimes critical media environment, and the
importance of market expansion.

What are your company’s key objectives / development focus in the UK over the next two years?
(Respondents may select up to 3 options)
Growing the existing business
79.75%
Entering new markets and ultimately achieving profitability
55.70%
Obtaining brand recognition and enhancing our corporate image
51.90%
Acquiring and implementing advanced technology and management expertise
22.78%
Consolidating and streamlining existing business
16.46%
Strengthening our global asset allocation and risk diversification
6.33%
Establishing a Group Global Training Centre and/or R&D Centre
6.33%
Other (please specify)
3.80%

0

10%

20%

30%

40%

50%

60%

70%

80%

90%

▲ Source: annual survey question 31
(2) People.cn, Interview with R&F’s Guan Zhixiong, 22 July 2021 [translated from Chinese]
(3) People.cn, Interview with Beijing Construction’s Yu Dongwen, 5 August 2021 [translated from Chinese]
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No respondent planned to divest from
the UK over the next two years. There
was also a slight increase in companies
viewing the UK as a key element of their
global presence
The number of companies planning to make further
investment in their UK presence over the next two
years was broadly unchanged, at 49% - compared
to 51% last year. However, there was an increase in
companies who expressed that they would not be
investing further in the UK in this time period - from 8%
to 18% - perhaps reflecting the increasingly challenging
investment environment. Just 6% expressed plans to
make acquisitions over the next two years, in line with
the 7% who planned to do so in 2020. This is broadly in
line with existing market entry patterns, with just 11% of
companies setting up in the UK via acquisition.

Nevertheless, given the particular geopolitical challenges in the China-UK relationship, these investment
plans were not significantly lower than those reflected
by US companies in a similar survey - where around
60% stated that they plan to make further investment in
their UK presence over the next 2-3 years(4).
However, as with last year no companies identified plans
to divest from the UK in the next two years. 94% viewed
the UK as important to their global presence; and there
was also a slight increase in companies viewing the UK
as a top priority in their global landscape.

Does your company plan to make further investment in your existing UK presence in the next
two years?

No

17.72%

Yes

49.37%

Not sure

32.91%

▲ Source: annual survey question 27

(4) British American Business and Bain & Company, ‘US companies show strong confidence in the UK as a place to do
business’, July 2021
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Recommendations

Companies were again asked to share their recommendations about what the UK government could do
to improve the business environment over the next
two years. The top three responses: strengthening
the stability of investment and trade policies (71%);
providing more incentives for investment (48%) and
reducing trade barriers (39%) were on par with last
year. However, there was an increase in companies
emphasising the importance of strengthening the
stability of investment policies, highlighting particular
geopolitical challenges over the past year.

Areas of focus

Mitigating and resolving
geopolitical challenges

These recommendations are designed to provide
general, non-exhaustive suggestions for actions that
can be taken by both Chinese companies and the UK
government in order for both sides to maximise benefits
and minimise challenges. They are derived from the
surveyed entities responses to the questionnaire and
do not represent CCCUK’s view.

Recommendations for the
Chinese business community

Recommendations for the
UK government

► Look for ways to raise the profile
and emphasis the contribution
of Chinese companies to the UK,
especially highlighting their
continued commitment to the
UK despite the challenges of
Covid-19 and Brexit

► Provide greater guidance and
support on the impact that
UK foreign policy will have on
Chinese companies in the UK

► Work with peers to ensure
awareness and understanding of
the impact of shifting UK-China
foreign policy
► Develop understanding of the
specific cultural requirements
of the UK market (as opposed
to general overseas markets);
whilst also working to better
educate British companies about
the contribution and cultural specificities of Chinese enterprises
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► Increase bilateral dialogues,
including in-person meetings
where possible, to facilitate
discussion and resolution of
current issues
► Provide greater clarity on policies,
particularly ones which are
perceived to be discriminatory
against specific countries

RECOMMENDATIONS

Areas of focus

Fostering an appealing
investment environment

Recommendations for the
Chinese business community

Recommendations for the
UK government

► Work closely with public and
private sector organisations and
UK and Chinese peers to identify
emerging opportunities in the
UK market and support mutual
development

► Simplify the taxation system
and reduce the tax burden on
companies
► Provide more tailored information about incentives and
grants available to Chinese
companies
► Provide more guidance and
support to help companies
navigate the UK legal, regulatory, compliance and tax
system

Dealing with the
challenges of Covid-19

► Continue to support employees
with the psychological and
logistical challenges around
restrictions on UK-China travel

► Look at ways to more effectively issue visas, especially
to senior management, and
support ease of travel between
the UK and China for both
Chinese and British employees
► Support airlines in resuming
direct UK-China flights

35
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Chapter Overview

In addition to surveying the overall development and
sentiment of Chinese enterprises in the UK, we have
selected industries where Chinese investments tend
to be concentrated in the UK in order to provide more
in-depth analysis. This year, we have focused on the
Financial Services (FS) and Energy and Power sectors.
In this chapter, we will cover the following areas across
both industries:
•

Industry overview - This section will provide a
brief factual overview of the state of the industry
in question in the UK, based on publicly available
information. It will focus on key sub-sectors and
the most notable developments over the last year
which are most relevant to our membership. This
section will outline the necessary context before we
delve into the key challenges, opportunities and
recommendations for the industry, as recounted by
the market players themselves.

•

Key challenges - This section will capture the
sector-specific challenges faced by Chinese enterprises in the UK, as identified and described by
the enterprises themselves. It will also cover their
experience in overcoming such challenges and the
key difficulties they have faced in this process.

•

Key opportunities - This section will capture
the sector-specific opportunities identified by
Chinese enterprises in the UK, and examine how
these could impact their future growth strategies,
aspirations and priorities.
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•

Recommendations - This section will summarise
the policy and broader recommendations proposed
by Chinese enterprises in the UK in each industry.

The key challenges, key opportunities, and recommendations covered in this chapter are those identified by
the participants of our industry-focused pulse surveys
and roundtables.
These pulse surveys and roundtables were designed
to collate a first hand and in-depth understanding of the
challenges and opportunities faced by organisations
across our membership, and their key asks and needs.
Please see ‘About the Development Report’ for further
detail on the methodology used to carry out these
industry analyses.
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Industry Overview

The UK’s FS sector is a significant
contributor to the UK economy, with
London following New York as the
second most competitive financial
centre in the world

of London, Scotland is the UK’s 2nd largest financial

Despite a challenging international context, the UK particularly London and Edinburgh - continue to boast
a vibrant financial services (FS) sector. In 2020, the
industry contributed £194.2bn to UK gross value added
(GVA), or £10 of every £100 of economic output(1).

A key feature that makes the UK’s FS industry attractive
to international investors is its deep and vibrant
capital market, which matches capital resources with
funding requirements to support growth and drive
investment. The London Stock Exchange (LSE) is the
world’s most international exchange: over a third of
its 2,000 investors are international. Since 2017, the
majority of the largest listings on the LSE have been
international issuers(5).

The UK’s FS industry stands out not only because
of its economic contribution domestically but also
its strengths where compared with its international
counterparts. On the global stage, the UK is the world’s
leading net exporter of FS(2) and is the leading FDI
destination for FS related businesses(3).
According to the Z/Yen March 2021 global financial
centre index - which ranks financial centres on factors
including reputation, infrastructure and business
environment, London follows New York as the second
most competitive financial centre in the world. Outside

cluster - with a 2019 TheCityUK 'Exporting from across
Britain' report showing that it is growing more quickly
than London (7% growth vs 2% growth) - with 86,600
people employed in Scotland across the sector(4).

In 2019, the Shanghai-London Stock Connect was
launched with the goal of further supporting and
enhancing capital market collaboration between the
UK and China.
The leading status of the UK’s FS industry is demonstrated across the banking, insurance, asset
management and fintech sectors.

(1) The City UK, ‘Key facts about UK-related financial and professional services 2021’, March 2021
(2) The City UK, ‘Key facts about the UK as an international financial centre 2020’, December 2020
(3) EY, ‘UK remains Europe’s most attractive destination for financial services investment, but the gap with France has
narrowed’, June 2021
(4) Fintech Scotland, ‘The Scottish financial services sector’, The City UK ‘Finance exports growing fastest outside the capital’,
March 2019
(5) London Stock Exchange, ‘London: open to the world’, February 2021
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Largest global net exporters of financial services, 2019 ($bn)
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▲ Source: The City UK, 2020

Banking

Insurance

The UK is Europe’s largest banking centre and is a
key international hub. It channels 15% of international
bank lending and 18% of international bank borrowing,
ahead of any other country. Around 250 foreign banks
or branches are represented in London.

The UK insurance market is the largest in Europe and
the fourth largest in the world (behind the US, China
and Japan)(6). One of the unique features of this market
is the 335-year-old Lloyd's of London; probably the
most prominent insurance and reinsurance market
in the world. The UK insurance market is the largest
source of pension funds in Europe, with £2.7trn in
assets under management(1). In 2018, the sector
contributed £32bn to the UK economy, with £16.1bn in
taxes paid and collected - highlighting the key role that
this sector plays in the wider economy(6).

The UK also leads in global foreign exchange trading,
with London being the top offshore renminbi (RMB)
centre outside Greater China, leading on RMB clearing,
offshore RMB forex transactions and RMB payments.
London is also one of the most important centres for
private and investment banking, with many international
banks locating their private and investment banking
business in the UK(2).

The global reach of the UK’s insurance market can
further be seen in the fact that 85% of London Market
premium is written by companies domiciled outside of
the UK(7).

(6) ABI, ‘UK insurance and long-term savings: key facts’, February 2021
(7) City of London, ‘Our global offer to business: London and the UK’s competitive strengths in a changing world’, January 2021
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Fintech

“

The UK’s proposition for innovation
in financial and professional
services is unique… Across services
in sustainable finance and tech,
businesses have access to a globally
connected market, tap into a
deep pool of talent and skills, and
benefit from strong regulatory and
government support.

”

Our global offer to business: London and the
UK’s competitive strengths in a changing world
City of London Corporation, Jan 2021

Asset management
The UK is a top global centre for asset management
(mutual funds, hedge funds, private equities, pension
funds, etc). Assets under management (AUM) totalled
£8.5tn as of March 2021 (second only to the US), £3.6tn
(43%) of which were sourced from overseas investors.
Meanwhile, 38% of all European assets are under UK
management, making it bigger than the next three
European centres combined(8). London is also the largest
European centre for the management of private equity
investments and funds. Outside of London, Scotland’s
asset management sector is one of the largest in
Europe, with $1trn of assets under management(4).

The UK is a world leader in terms of adoption of and
investment in fintech. It has a fintech adoption rate of
71% - which is well above the global average of 64%(9).
High adoption rates can also be seen in levels of online
banking increasing from 30% in 2007 to 76% between
January and February 2020(1), with Covid-19 further
accelerating this move towards digitalisation.
This sector is also attractive to investment: it received $4.1bn of fintech investment in 2020 (first in
Europe and second globally), and is worth £6.6bn
to the UK economy(9). The government is also
playing a role in supporting the growth of this sector.
For example, in February 2021, the independent
strategic Kalifa Review was published, which sets
out a five-point plan to ensure the UK can retain its
position as a global leader both in fintech and more
broadly across FS.

The industry has seen a number of recent
developments driven by Brexit, ESG and
regulatory changes
EU-UK regulatory divergence leading to
complexity for serving European clients from
the UK
The EU has been a key market for UK FS exports and
imports. In 2019, FS exports of financial services to the
EU were worth £24bn (40% of all UK FS exports)(10).
However, as the UK left the EU on 31 January 2020,
the UK’s FS exports to the EU have encountered
added regulatory complexities. Among other things, FS
institutions based in the UK have lost their passporting
rights such that they are no long able to provide
services directly to their EU customers.

(8) City of London, ‘The UK: a top global centre for asset management’, March 2021
(9) City of London, ‘The UK: innovation hub for fintech’, February 2021
(10) UK Parliament, ‘Financial services: contribution to the UK economy’, February 2021
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The government plans to resolve these challenges
by implementing a thorough overhaul of the UK’s FS
regulatory framework to make the UK as attractive as
possible to overseas firms. In March 2021, the EU and
UK announced that an agreement had been reached
on a memorandum of understanding (MoU), setting out
the framework for future talks on trade cooperation in
FS. However - at the time of writing - the detailed talks
and negotiations remain ongoing.

ESG
The growing focus on ESG has also driven changes
in the FS industry. According to PwC/CBI’s Q1 2021
UK FS sector survey, more than three quarters of FS
organisations report that ESG issues form part of their
business’ objectives, with 96% of banks citing ESG as
an important part of their process. This represents a
significant shift in focus, and is in line with trends that
can be seen more broadly across industries.

Other regulatory changes
One of the notable regulatory changes for the FS
sector in 2021 has been LIBOR transitioning. The
London Interbank Offer Rate (LIBOR) will no longer be
in effect from 31 December 2021. FS institutions which
use GBP LIBOR to price their products must act before
this date, replacing these with new contracts and
reaching agreements with their customers, in order to
protect their business from the financial shocks which
may result from an unmanaged transition to alternative
reference rates.
Given LIBOR has been the key benchmark for 40 years
and is estimated to underpin around $400tn worth of
contracts(11), the impact of the transitioning is not to be
taken lightly.

“

ESG performance now ranks alongside financial returns in securing investment. This
focus opens up opportunities for differentiation and winning new mandates and
reinforces investment managers’ contribution to creating a more sustainable and socially
inclusive economy. However, there are important challenges ahead, including redefining
investment selection criteria for this new world and securing the data and expertise to
support this.
Elizabeth Stone, Leader of Asset and Wealth Management, PwC UK

”

(11) RWS, ‘Over half of financial institutions admit LIBOR transition plans delayed by Covid-19’, March 2021
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Key Challenges

In April and May 2021, we conducted a pulse survey
and a roundtable discussion with selected Chinese
FS companies in the UK. We received 15 responses
for the pulse survey - representing 75% of the total 20
companies sent the survey - and hosted representatives
from 16 companies at the roundtable event.
Our participants covered a broad range of subsectors
in the FS industry, including banking, insurance,
trading, FS infrastructure and cross border payment
and settlement. This demonstrates the breadth of
Chinese participation in the UK FS market in general,
while also highlighting specific market segments which
Chinese players have yet to capture in the UK, such as
asset management and fintech.
The challenges, opportunities and recommendations
we present on the following pages are directly drawn
from what we heard from our participants via the pulse
survey and the roundtable discussions.
The most prominent challenges identified by our
participants were those posed by geopolitical tensions,
Brexit, and the Covid-19 pandemic. Although these
factors may appear to pose cross-industry challenges
to the Chinese business community in the UK as a
whole, they manifest themselves in specific ways in the
FS industry, as will be discussed in this section.

Lower than anticipated listings on the
landmark Shanghai-London Stock
Connect were attributed to increased
geopolitical tensions
In our 2020 annual report, the complex geopolitical
landscape impacting China-UK relations was by far the
biggest concern of our survey and interview respondents.
Perhaps unsurprisingly given the developments over
the past year, 100% of FS companies continued to cite it
as a key challenge in our 2021 pulse survey.
Overall, Chinese FS companies in the UK have seen
a cooling of Chinese investors’ appetite for investing in
the UK. This was a result of the escalating geopolitical
tensions and challenging UK-China relations in recent
years, accompanied by the perceived risk of tighter
scrutiny of Chinese investments by the UK government.
Given that an important part of the Chinese FS
institutions’ customer base remains the wider Chinese
business community with investments or operations in
the UK, the impact was inevitably felt by FS institutions
via, for example, a reduction in M&A activities, therefore
limiting financing opportunities. In 2020, M&As dropped
from 211 to 136 in 2020 - although overall deal value
did see an increase(12).
Additionally, trade tensions and ongoing uncertainty in
the macroeconomic environment have translated into
higher market risks for FS institutions who were exposed
to volatilities of commodity prices, foreign exchange,
stock and other financial instruments. Participants
reported that they had to deploy precautionary
mitigating measures, such as increasing cash reserves.

(12) City AM, ‘Financial services M&A dips as management shifts priorities’, January 2021
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“

We have done all we can to progress the Shanghai-London Stock Connect, but this
has been negatively impacted by the overall geopolitical environment. Companies
who could have benefitted commercially from this mechanism are now expressing
hesitancy due to the ongoing uncertainties within the Sino-UK relationship.
Christina Yang, Chief Representative - London Office, Shanghai
Stock Exchange, speaking at the FS industry roundtable

Furthermore, a number of participants pointed to the
negative impact seen on the continued rollout of the
Shanghai-London Stock Connect, a landmark project
signifying the desire of both countries to collaborate
on the equity capital market front. Despite great
optimism during its launch for a new era of UK-China
FS collaboration, the Shanghai-London Stock Connect
has seen just four Chinese companies listing Global
Depositary Receipts (GDRs) in London since its
launch in 2019, and no British companies going to
the Shanghai market (vs the 260 companies initially
predicted)(13). Roundtable participants viewed this slower
than anticipated progress as a direct result of the cooling
of UK-China relations, and the continued challenges
for both countries in separating political disagreements
from longer-standing economic relationships.

The pandemic had a particular impact
on companies operating in the insurance sector, with an unprecedented
level of claims
In keeping with the attitudes expressed in last year’s
survey (sent out in October 2020) - where 89% of FS
entities surveyed stated that they had been negatively

”

affected by the pandemic, the impact of Covid-19
has continued to be felt by companies across the FS
sector in 2021. 100% of pulse survey respondents
highlighted Covid-19 as a key issue posing challenges
to business operations.
Among other things, Covid-19’s impact on tourism, inperson events, the value of commercial real estate,
and the broader reduction of business opportunities
were cited as key challenges by our FS participants.
In particular, the pandemic was viewed as a challenge
across the insurance industry due to the significant level
of anticipated insurance payouts, particularly due to a
large number of smaller and medium-sized businesses
forced to close as a result of the pandemic, many of
whom would seek to reclaim losses from insurance
companies. The Association of British Insurers (ABI)
estimated in February 2021 that their members would
pay £2.5bn for claims incurred in 2020, with the crisis
having a severe impact on the scope and scale of
claims, policy wording, top-line growth and capital
bases. Business interruption insurance claims present
a particular financial, regulatory and reputational
challenge for some insurance companies.

(13) CGTN, ‘Shanghai-London Stock Connect continues to optimise post-Brexit’, January 2021
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The loss of passporting rights as a result
of Brexit poses operational challenges
to many companies, which serve a wider
European customer base from the UK
60% of FS companies viewed Brexit as a challenge, with
the top two Brexit challenges identified as serving EUbased customers from UK entities (60%), and new EU
authorised entities required to expand into or continue
operations in the EU due to loss of passporting (53%).
Within the insurance sector, loss of passporting was
cited as a particular difficulty in preventing companies
from providing cross-European insurance policies to
customers. Some entities also stated that they were
either considering setting up or had already set up
operations in Europe to serve their EU-based customers
as a direct result of Brexit, with banking institutions
highlighting the difficulty in applying for licenses in both
the UK and EU - particularly for smaller entities.
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Further Brexit challenges raised (including by the
20% of pulse survey respondents who answered
“other” in the key challenges section) included those
around regulation, market access challenges, differing
compliance requirements compared with China, the lack
of clarity around post-Brexit financial policies and the
need for new license applications.
Nevertheless, many FS companies also emphasised
that they saw Brexit as a shorter-term “episode”, rather
than a long-term trend that would fundamentally impact
the role of key FS players in the UK, with two-thirds of
respondents noting that Brexit had not changed the role
of their UK operation. Some respondents went as far as
identifying potential opportunities as a result of Brexit,
such as allowing the UK to become more attractive
to international investors through tax reform and
creating more competitive and forward-looking financial
regulatory policies.

KEY CHALLENGES

What are the key challenges your organisation has experienced/is anticipating as a result of Brexit?
Serving EU-based companies from UK entities
60.0%
Loss of passporting
53.3%
Restrictions on equity investments into certain industries
6.7%
Other
20.0%
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▲ Source: FS pulse survey Q8

Has Brexit changed the role of your UK operations?

Yes:

33.3%

No:

66.7%

▲ Source: FS pulse survey Q7
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Key Opportunities

Despite challenges, Chinese FS companies continue to
see opportunities in the UK. The top three opportunities
identified by our pulse survey respondents came from
London being the largest offshore RMB centre outside

Greater China (67%), green financing, incl. listed green
bonds/funds/debt (67%), and diversity and inclusion
(53%) respectively. These themes were also echoed in
the roundtable discussions.

Which of the following matters provide most opportunities to your organisation operating in the
Financial Services industry in the UK?
Green financing
66.7%
London being the largest offshore RMB centre outside Greater China
66.7%
Diversity and inclusion
53.3%
Access to non-Chinese UK and European-based sources of liquidity
46.7%
Applications of new technology, Artificial Intelligence and digital-led consumer behaviour
33.3%
Access to PE investment pipeline
6.7%
Other
13.3%
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▲ Source: FS pulse survey Q13
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Chinese FS institutions continue to see
opportunities in leveraging London’s
established infrastructure and deep
capital markets

With the increasing focus on climate
change across the UK and China, green
finance is an area of opportunity and
collaboration

Over two-thirds of respondents to our pulse survey,
particularly those in the banking sector, cited London’s
leading role as a global financial centre - and as the
largest offshore RMB centre outside Greater China - as
a key incentive for setting up their European business
in the UK. It is therefore perhaps not surprising that
100% of the FS institutions surveyed in our 2021
annual survey are based in London.

This mirrors the growing importance of Net Zero and
sustainability at both a government and corporate level
within China and the UK. For example, both China and
the UK have committed to Net Zero (by 2060 and 2050
respectively), and many companies in both countries
have taken or started to taken actions towards the Net
Zero transition.

For Chinese FS institutions operating in the UK, the
unique position of London allows them to serve a wide
range of customers, including overseas subsidiaries
of Chinese and other overseas companies, UK-based
companies backed by Chinese capital, and other
UK companies - particularly those with or pursuing
business operations in China.
With the challenges observed as a result of Brexit,
London’s top position in this area is not guaranteed. Some participants mentioned that they were
increasingly seeing other financial centres challenging
London’s supremacy.
However, in the longer term, Chinese FS institutions
continue to see London as having great potential
to a sound ecosystem between capital markets in
China and the UK. As a global financial centre and
the largest offshore RMB centre outside Greater
China, London has the necessary infrastructure and
resources to enable deeper connections between the
two markets, helping businesses from both countries
to benefit from each other’s markets. Chinese FS
institutions could play an important role in facilitating
and growing these connections.

For Chinese FS institutions in the UK, opportunities first
of all present in the space of developing green financial
products, such as green bonds (i.e. bonds created to
fund projects that have positive environmental and/
or climate benefits). China overtook the US as a global
leader in green-bond issuance in Q1 2021, issuing
$15.7bn of green bonds between January-March 2021(14).
To date, a number of Chinese FS institutions have
issued green bonds in the UK. The largest ever
corporate bond listed on the London Stock Exchange
Group’s Sustainable Bond Market was an $3.23bn
equivalent multi-currency carbon neutrality-themed
green bond listed by the Industrial and Commercial
Bank of China in October 2021(15). The first low carbon
city green bond issued by Chinese FS institutions
outside China was undertaken by Shanghai Pudong
Development Bank London Branch in 2019(16).
Apart from developing new financial products incorporating climate considerations, institutions surveyed
also incorporated climate change risk factors into their
customer and investment decisions. There was a strong
consensus that green finance is a key area where
Chinese FS institutions could make increasing contributions via collaboration with their UK counterparts.

(14) Reuters, ‘China leads global green-bond sales boom but faces headwinds’, April 2021
(15) London Stock Exchange, ‘London Stock Exchange welcomes Industrial and Commercial Bank of China’s multi-currency
green bond to the Sustainable Bond Market’, November 2021
(16) Climate Bonds Initiative, ‘Shanghai Pudong Development Bank’, accessed June 2021
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Diversity and inclusion in the UK’s
FS industry helps Chinese institutions
access top international talent and
cutting edge innovation
Fitting in with the broader ESG theme, diversity and
inclusion was the third greatest opportunity highlighted
by our respondents. FS companies emphasised how
the UK’s role as an international centre for talent allowed
them to hire top performing professionals from various
fields regardless of their background.

More broadly, the rise of fintech and the UK’s role
as a centre for innovation - along with its supportive
business environment for FS companies to develop
- were also highlighted by numerous respondents as
key opportunities. This shift towards online payments,
digitalisation and fintech were seen by many entities as
one of the inadvertent positives of the pandemic.

“

Chinese financial institutions have done a lot
in the green finance space, and we need to raise
awareness of this. China is also a key partner in
both the global efforts on climate change and on
wider ESG initiatives.

Wenjian Fang, General Manager, Bank of China
London Branch/CEO, Bank of China (UK) Limited,
speaking at the FS industry roundtable
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RECOMMENDATIONS

Recommendations

Participants of the survey and roundtable overwhelmingly
recognised the importance of finding common ground
and focusing on business growth and operational improvements under the current challenging environment.
Against some of the key challenges and opportunities,
they have summarised a list of key actions that the
Chinese FS companies can take - either individually or

Areas of focus

Geopolitical tensions
inhibiting major projects
in the FS industry

collectively - to drive further growth in the UK market,
and a list of recommendations for the wider stakeholder
groups including governmental bodies and regulators.
These are suggestions that may help facilitate better
dialogues and collaboration between China and the
UK in areas of mutual interest for the benefits of the FS
industry in both countries.

Recommendations for the
Chinese business community

Recommendations for the UK
government and regulators

► Continue to collaborate with UK
peers and make contributions to
the local economy

► Pursue a cooperative UKChina relationship based on
engagement

► Enhance the visibility of Chinese
FS institutions and their contribution to the UK economy via
better participation in the local
FS ecosystem

► Provide full transparency and
guidance on how the relevant
investment policies, rules and
regulations, e.g. the National
Security and Investment
Act would affect Chinese FS
companies seeking to invest
into the UK

► Promote the voice of the Chinese
FS institutions via CCCUK, who
should consider setting up a direct
communication channel with the
UK government and other UK
stakeholders to make the voice of
Chinese businesses heard

► Promote a more balanced UKChina business relationship
and encourage UK investors to
access China
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Recommendations for the
Chinese business community

Recommendations for the UK
government and regulators

Business recovery from the
impact of Covid-19, including
an unexpected level of claims
for those operating in the
insurance sector

► Leverage business recovery
experience - either directly from
one other or via CCCUK - who act
to facilitate such exchanges

► Regulators should carefully
balance the impact on insurance
businesses and consumers
when setting expectation for
Covid-19 related insurance
payouts, where there were gaps
between what people expected
to be covered for and what their
policy was designed for. Any
action taken could have a wideranging impact on the sector as
a whole and set a precedent for
the future

Regulatory challenges
posed by Brexit, particularly
in relation to the loss of
passporting status

► Overcome the regulatory barriers
to serving European customers
using local solutions, such as
setting up entities in the EU or
conducting business through
local partners

Areas of focus

► Identify opportunities to introduce digitised solutions to turn
challenges into opportunities

► Be alert about the increased compliance risks and costs involved
and consult as appropriate on a
timely basis

► Work with the EU to reduce the
barriers or simplify the process
for UK-based FS companies to
offer services to Europe
► Support smaller and mediumsized institutions through the
post-Brexit transition
► Create a more user-friendly
platform to help companies understand regulatory requirements

► Evaluate long term strategy as the
post-Brexit regulatory landscape
becomes clearer

Capturing growth
opportunities, including
leveraging London’s global
financial centre status,
developing green finance
propositions and harnessing
global talent

► Broaden collaboration with their UK
counterparts, e.g. London Stock
Exchange, in green bond listing
and other green finance initiatives
► Engage with UK peers in the broader
green transition of the FS industry,
e.g. by incorporating ESG factors
into ongoing engagement with
existing customers to support the
green transition of the wider economy
► Leverage technology developed in
China (e.g. online payment and
digital solutions) to bring market
innovations to the UK where
appropriate
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► Introduce flexible immigration
policies for international talent
► Maintain an open, transparent
and stable regulatory environment for overseas investors

PART 4.2

Energy and Power
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Industry Overview
Underpinning all aspects of the UK
economy, the energy and power
industry is a strong contributor to
the UK’s economy and employment

The industry is also one of the largest employers in the
UK, with jobs spread across all parts of the country. In
2019, it employed 774,000 people either directly or
indirectly across the supply chain(3).

In 2019, the UK’s energy and power sector created
£28bn in value added activity for the UK economy, up
from £27.1bn in 2018(1). More broadly, when intermediate
consumption across the supply chain is taken into
account, in 2019 the sector generated £94.6bn in
economic activities for the UK’s economy and contributed
over £7.8bn in taxes in the 2018-2019 tax year(2). In 2020,

Overall, the industry is extensive, encompassing a
growing and diverse mix of energy sources, and a myriad
of players across the supply chain. Sources of energy in
use range from traditional fossil fuels such as coal, oil and
natural gas, to low carbon alternatives such as bioenergy,
nuclear, wind and solar. Market players are spread across
the supply chain to get energy from source to use: from
discovery and capture of energy sources (such as oil and
gas extraction), energy conversion (such as generation of
electricity from fossil fuel, nuclear or renewable sources)
to energy transport, distribution and storage.

investment in the sector was £15bn - which was 23%
lower than 2019 as a result of the impact of Covid-19.
The energy and power sector did however contribute to
26.4% of all industrial investment in 2020(1).

Gross Value Added, energy and power sector, 2010-2020 (£bn)
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▲ Source:Office for National Statistics, August 2021

(1) Office for National Statistics, ‘GDP output approach - low-level aggregates’, August 2021
(2) Energy UK, ‘Energy in the UK 2020'
(3) PwC and Energy UK, ‘How the energy transition can drive the economic recovery’, June 2020
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Employment by subsector, 2020
Solid fuels production:

0.79%
Coke and refining:

4.98%
Oil and gas extraction:

17.47%
Gas:

Electricity :

22.61%

54.14%

▲ Source: UK energy in brief 2021

“

By 2035, looking at the progress we’re making in wind power - where we lead the world
now in offshore wind - looking at what we can do with other renewable sources, carbon
capture and storage with hydrogen potentially, we think that we can get to complete
clean energy production by 2035.

Prime Minister Boris Johnson
speaking at the Conservative Party Conference, 4 October 2021

”

(4) International Energy Agency, ‘Energy policies of IEA countries: United Kingdom 2019 review’
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A world leader in energy, the UK is at the
forefront of the decarbonisation drive
The UK’s green transition has already been underway
for some time. Although fossil fuels remain the most
important source of energy supply in the UK, the use
of low carbon alternatives has seen significant growth.
The percentage of UK energy supplied from low carbon
sources doubled over the last ten years, with 54% of
power generated in the UK derived from low carbon
sources in 2019(2). The mix of low carbon sources has
also diversified over time: with particular growth seen in
renewables such as bioenergy, waste, wind and solar.
To date, the UK has made remarkable progress in
decarbonising its energy industry. By 2019, its energyrelated CO2 emissions had decreased to their lowest
levels since 1888(4). It has also achieved a 72%
reduction in emissions in the power sector since 1990,
thanks to significant coal-to-gas switching(2). This is
demonstrated in the bar chart on the right, with coal
making up 31.3% of energy consumption in 1990,
compared with just 3.4% today. Gas consumption
close to doubled in the same time period.
At a per capita level, the UK’s relative power emissions
have reduced by 50% in the past five years, more than
any other G10 nation, China or Australia(3). The UK has
also successfully decoupled economic growth from
reduced CO2 emissions: from 1990 to 2017 GDP grew by
49%, whilst energy related CO2 emissions fell by 35%(4).

Inland energy consumption 1990 vs 2020
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▲ Source: UK energy in brief 2021

Overall, the UK energy sector is one of the cleanest
and most innovative in the world, attracting private
investment and creating jobs, as part of the continued
transition towards net zero.

With the recent Ten Point Plan to build
back better, combined with a number of
key policy initiatives, the green transition
of the industry is accelerating
In June 2019, the UK became the first major economy
to pass a net zero emissions law, with the goal of

reducing all greenhouse gas emissions to net zero
by 2050. This was followed by its November 2020
‘Ten point plan for a green industrial revolution,’
which pledged to reduce UK emissions by 180 million
tonnes of CO2 equivalent between 2023 and 2032,
equal to taking all of today’s cars off the road for around
two years. In December 2020, the UK government
published its Energy White Paper, providing further
clarity on a strategy for the wider energy system
towards delivering these ambitious targets.

(4) International Energy Agency, ‘Energy policies of IEA countries: United Kingdom 2019 review’
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At the heart of this strategy is carbon capture, usage
and storage (CCUS). The UK is already described
as a world leader in this area(5), with the Ten Point
Plan committing to a further target of removing 10
megatonnes of CO2 a year by 2030, investing up to
£1bn to support this ambition across the UK. Industrial
clusters in the Humber and Teesside will play a key role
in this process, with the potential to capture, transport
and store up to 27 million tonnes of CO2 emissions
a year by 2030(6). These clusters also play a crucial
role in driving the decarbonisation of heavy industry
through hydrogen production.
The White Paper also highlights the complex role
that nuclear will play in the UK’s Net Zero transition.
Whilst the UK currently generates about 20% of its
electricity from nuclear; almost half of the current
generation capacity is due to be retired by 2025(7).
The government’s White Paper confirms that it will
continue to support research and development into
more advanced nuclear technologies, and outlines a
range of financing options that will be explored which
could help secure private investment and reduce costs
to consumers. However, although the nuclear sector

has historically been open to international investors
- including Chinese investors - given the current
sensitivity around the nuclear sector, it is unclear if and
how this will change in the near future.
The UK government has also worked to support
fossil fuel companies through the green transition
of oil and gas. In early 2021, the UK government
was the first G7 country to agree with the industry
a landmark North Sea Transition Deal. The Deal is
designed to support workers, businesses and supply
chain as they work to decarbonise. However, it
also puts restrictions on future offshore exploration
licensing: with it currently remaining unclear what
the broader impact on the current licensing regime
will be.
These changing dynamics present both challenges
and opportunities, which Chinese companies will
face alongside their UK peers. These - along with
recommendations for both the Chinese business
community and government and regulators - will be
discussed in the following sections.

Percentage of energy supplied from low carbon sources, 2010-2020
25%
21.5%

20%
16.2%

15%

10%

12.2%

12.0%

2011

2012

13.0%

16.7%

17.7%

18.5%

18.9%

14.1%

10.1%
2010

2013

2014

2015

2016

2017

2018

2019

2020

▲ Source: UK energy in brief 2021
(5) Global CCS Institute, ‘Is the world ready for carbon capture and storage?’ 2018
(6) Net Zero Teesside, ‘The Humber and Teesside join forces to form the East Coast Cluster and decarbonise almost half of UK
industrial cluster emissions’, 8 July 2021
(7) World Nuclear Association, ‘Nuclear power in the United Kingdom’, August 2021
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Key Challenges

In June and July 2021, we conducted a pulse survey
and a roundtable discussion with selected Chinese
energy and power companies in the UK. We received
12 responses for the pulse survey - representing
60% of the total 20 companies surveyed - and
hosted representatives from 11 companies at the
roundtable event.
Our participants were generally well represented
across the subsectors. Where companies were asked
to identify all of the sub sectors they were involved in, 8
out of 12 respondents indicated that some or all of their
activities were concentrated in energy commodities
trading. We noted that these companies also tended
to be part of a wider group with broader participation
in the oil and gas supply chain. Whilst the companies
conducting energy commodities trading tended to be
more established, we also noticed a trend towards
increased representation in the alternative electricity
market - which includes wind and solar. 4 of the 12
participants, most of which were newer players in the
UK energy sector, indicated that they were involved
in this space. In terms of company size, both smaller
and larger companies - as measured by revenue were represented.
Due to the strategic nature of the energy and power
industry, topical issues such as geopolitical tensions,
Brexit, and the Covid-19 pandemic posed challenges
to this industry in distinct ways. The ongoing green
transition also presented new challenges.

Given the strategic importance of the UK’s
energy infrastructure, China’s involvement
has undergone particular scrutiny
With the broader scrutiny of China’s global role, the
strategic importance of the energy sector has led to
some concerns around its involvement in such crucial
infrastructure. In light of this, there was some confusion
expressed by roundtable participants around the level
of restrictions that their future involvement in the
energy and power sector was likely to face, and the
type of acquisitions that were likely to be impacted.
This was compounded by the recent National Security
and Investment Act, which allows the government to
“investigate and intervene in potentially hostile foreign
direct investment(8)”. Energy has been listed by the
Act as a key sector particularly susceptible to threats
to national security and therefore stricter rules are
applicable. As the Act is not due to come fully into force
until January 2022, how it will be applied in practice is
yet to be seen. However, its broad scope against the
backdrop of escalating geopolitical tensions does not
provide our participants with a particularly comforting
picture around its future impact.
These limitations on China’s role in the sector were
also perceived as being exacerbated by negative
public perceptions and unfavourable media coverage
of Chinese investments. Where brand recognition for example being the top energy company in China
- may have previously been a positive (as evidence
of capability and expertise), it was now increasingly
viewed as hindering their overseas expansion.

(8) Gov.uk, ‘National security bolstered as Bill to protect against malicious investment granted Royal Assent’, April 2021
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Specific examples were cited by participants where
their attempts to secure new business had been subject
to additional scrutiny compared to other bidders solely
due to their Chinese identity.
Although the impact of the Act has not yet materialised,
the overall sentiment was that the ongoing and
increasing scrutiny could impact future investment and
business expansion in the sector. While participants
continued to view the UK as relatively open and impartial when compared to other territories such as the
US, this optimism was tempered by caution.

Change in energy demand as a result of
Covid-19 disruption has hit commodity
traders and energy suppliers alike
For our participants involved in energy commodity
trading, it was clear that the disruptions in the crude
oil market had a direct impact on their business. Since

its sharp fall at the onset of the pandemic, global oil
demand had been showing signs of recovery, but it is
now again being impacted by new coronavirus variants.
Continued shifts in demand have also caused fluctuations in the crude oil market, posing significant
challenges in business forecasting and risk management for companies operating in the oil sectors. This,
coupled with exchange rate volatility and tightening
of bank credit, has created financial and liquidity
challenges in daily operations.
For participants who supply energy and power products
directly to the end market, their operations were heavily
impacted by the change in demand in their respective
market segments. For example, one of our participants
operates in the aviation fuel sector. They highlighted
how the drop in UK air passenger numbers by 75% in
2020 compared with 2019(9) - combined with a sluggish
recovery in 2021 - has had a significant and enduring
impact on their business.

“

Against the current geopolitical environment, there is a perception that Chinese
businesses could be unfairly targeted. This brings uncertainty and makes it harder for
decision makers to commit to further investments. The recent virtual dialogue between
Premier Li Keqiang and UK business leaders sent out positive signals that China would
continue to support business and trade relations with the UK. This gives us reason for
cautious optimism, but we are continuing to wait and see how the situation plays out
for the energy sector.

Guo Jingyu, Chief Representative of UK Rep Office of China Huaneng Group Co., Ltd

”

(9) Civil aviation authority, ‘Aviation 2020: data summary’, 19 March 2021

59

PART 4.2: ENERGY AND POWER

There was some confusion around a
changing regulatory landscape in areas
such as entity registration, renewable
energy and antitrust as a result of Brexit

and EU REACH, with the logistics around this increasing
operational costs.
Another example cited by participants was where
renewable electricity Guarantees of Origin (GOs)
from the UK were no longer recognised in the EU
from 1 January 2021. This negatively affected those
participants who were involved in the trading of GOs
between the UK and the EU.

Of all the challenges posed by Brexit, the most prominent
- as highlighted by 67% of companies surveyed centered around uncertainty and complexity associated
with setting up and transitioning to new regulatory
regimes. This was a particular area where it was felt that
greater clarity would be useful.

There was also some ambiguity around the impact
of Brexit on antitrust regulations. For example,
participants mentioned that Chinese state owned
enterprises were usually treated as being under
common control by the EU when applying antitrust
rules around not allowing common control over
generation and transmission assets. They pointed
out that it was unclear how this rule would be applied
post-Brexit. This is an area where companies are
continuing to seek further clarification.

Specific examples highlighted included the need
to transfer REACH (Registration, Evaluation,
Authorisation & restriction of Chemicals) registration.
This was an EU regulation addressing the production
and use of chemical substances - including refined
petroleum products - and was brought into UK law as
UK REACH on 1 January 2021. Post-Brexit, refining
companies need to meet relevant duties under both UK

What are the key challenges your organisation has experienced/is anticipating as a result of Brexit?
Uncertainty/complexity of setting up and transitioning to new regulatory regimes
67.0%

Additional costs and procedures associated with cross-border trade of goods
42.0%

New EU authorised entities required to expand into/continue operations in the EU
17.0%

Access to EU talent in the UK
17.0%
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▲ Source: energy pulse survey Q10
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KEY CHALLENGES

With many companies not involved in
direct UK-EU cross border trade, the
broader regulatory impact appears limited
Despite these regulatory challenges, half of those
surveyed said that Brexit did not have a significant
impact on them as their business was not specifically
related to UK-EU trade. This is not surprising, with
many of our participants operating in the global energy
commodities trading space.
These companies chose to be based in the UK
primarily due to its proximity to an open and mature
capital market - which could help drive their trading
activities globally - rather than the attraction of the UKEU market itself. As such, changes at the UK-EU level
are less relevant to them. These attitudes reiterate the
importance for the UK to continue its effort to build a
‘Global Britain’ in the post-Brexit age.

Companies in the traditional energy
space are facing greater challenges in
adapting their business model to meet
Net Zero requirements
Being one of the largest greenhouse gas emitters, the
energy sector is at the forefront of the green transition.
Firstly, market demand for conventional energy has
been falling and is expected to continue to fall. This is
due in part to changing consumer behaviour, with an
increasing preference for renewable energy. In the UK,
this has been accelerated by the government’s pledge
to end the sale of new petrol and diesel cars by 2030. As
a result, traditional energy companies, particularly those
involved in oil and gas, need to adapt their business
model; with the necessity of rapidly adapting to changing
market dynamics echoed by many of our participants.
In addition, what were perceived by some participants
as increasingly aggressive policy measures and stricter
compliance requirements have also put pressure on
companies. Surging carbon credit prices mean that

companies have to accelerate their emission reduction
plan or risk incurring higher operating costs.
Overall, there was a suggestion from our participants
that a focus on achieving net zero policy targets above
all else - with limited logistical and financial support for
companies as they try to meet these targets - may have
unintended consequences. This is particularly the case
as companies balance continued demands for fossil
fuel with new requirements to meet renewable goals
and green their own business. Whilst our participants
have expanded into a number of emerging areas - such
as biodiesel and hydrogen fuel to drive the net zero
transition, they remain keen to see further financial and
logistical support for the industry.

“

Europe’s focus on reducing carbon
emissions has created challenges
which companies in the oil
industry may not be fully prepared
to meet. Whilst we are expanding
into areas such as liquefied natural
gas (LNG) to reduce our carbon
emissions, higher costs and the
impact on profit margins and our
customer base means that for us
the net zero challenge remains
greater than the opportunity.

”

Company operating in the oil and gas industry,
speaking at the CCCUK energy roundtable
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Key Opportunities
The UK’s energy industry has long been a popular
destination for Chinese investment. According to Grant
Thornton’s 2020 Tou Ying investment tracker, Chinese
companies were involved in 15 investments in this area
between 2016-2020. More broadly, Chinese investment
over the past few decades has encompassed a wide
range of sectors, including offshore wind, nuclear power,
oil and gas exploration and electricity operations.

The significant long-term investments across the sector
highlight the real opportunities for innovative and flexible
companies to thrive in the UK’s energy and power sector.
This can be seen in the key opportunities highlighted in
both the pulse survey and roundtable - which will be
covered in this section. These include areas such as
net zero, diversity and inclusion and the application of
technology to support growth within the sector.

Which of the following matters provide most opportunities to your organisation operating in the
Energy and power industry in the UK?
Net Zero initiatives
50.0%
Diversity and inclusion
42.0%
Convergence of the energy and power industries creating integration opportunities
42.0%
Technological advances in the industry
33.0%
Applications of digital solutions to improve efficiency
25.0%
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▲ Source: energy pulse survey Q12
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Net Zero transition is recognised as the
top opportunity, particularly in renewable
generation and battery technology
As discussed in the previous section, net zero brings
with it both challenges and opportunities, both of which
have been accelerated as a result of the Covid-19
pandemic. For example, the Aberdeen & Grampian
Chamber of Commerce’s November 2020 32nd Oil and
Gas survey saw 49% of the 100 firms surveyed planning
to diversify into non-oil and gas work, compared to 25%
in 2019. 69% of contractors surveyed also expect to
be involved in renewables in the next 3-5 years. For
companies in this sector, balancing transformation and
adapting to drive broader business opportunities while
also maintaining revenue is a key priority that came
through in both our pulse survey and roundtable.
Within the UK, Scotland was seen as a particularly
attractive target for investment and growth for
renewable electricity. It is a world leader in renewables,
which made up 97% of its electricity demand in 2020(10).

It also aims to reach Net Zero by 2045, compared with
2050 for the UK as a whole. A number of our companies
also participated in the wider renewable energy market
in Europe, with generation assets in multiple territories.
Instead of outright acquisitions or sole ownership,
the preferred model for participating in the renewable
energy market appears to be collaboration via a joint
venture or strategic partnership. For example, Chineseowned Red Rock Power Limited has a portfolio of
renewable projects across the UK and Europe, many
of which are operated together with local partners. This
model enabled Chinese investors to leverage local
expertise and experience, and better integrate with the
local practice and communities.
Beyond existing investment and collaboration in onshore
and offshore wind, companies also showed enthusiasm
for future development in areas such as biofuels, wasteto-energy, hydrogen and solar - all of which were areas
where opportunity was driven by net zero goals.

“

The energy sector has changed rapidly in recent years - with the launch of new net
zero targets. As a leader in this sector, the EU has challenged traditional energy
companies, whilst also providing new opportunities to develop. We have responded
to this by: establishing a gas and electricity trading team, becoming involved in
European pipeline gas, liquid natural gas and electricity, carbon capture, hydrogen and
hydrocarbons. We will continue to focus on ensuring energy supply and low-carbon
environmental protection.

PetroChina International (London) Co., Ltd, speaking at the CCCUK energy sector roundtable

”

(10) BBC News, ‘Renewables met 97% of Scotland’s electricity demand in 2020’, 25 March 2021
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Due to the intermittency of renewable energy supply,
the shift towards renewables has also created opportunities for storage and charging technologies and
infrastructure. For example, China Huaneng Group
is currently building what is said to be Europe’s
largest battery storage scheme in Wiltshire, and have
highlighted that they have noticed increased demand
for these assets over the past year.
Whilst opportunities already exist in these areas this is
likely to only increase in the future. For example, the
small but growing electric vehicles market (representing
8.5% of registered vehicles in 2020) is a particular area
of opportunity as the UK transitions away from diesel.
Although the government has invested in areas such as
increasing the number of charge points per 100 km of road
from 42 in 2011 to 570 in 2019 - this will need to increase to
1,170 by 2030 to support a broader transition to electric(11).
These are areas where Chinese companies with expertise
and willingness to invest could play a crucial role.

Digital solutions have also been adopted
in response to the broader transformation
of the market
The introduction of new technology into the sector
was also viewed as a key opportunity. Specifically,
technology such as cloud services, big data, AI and
blockchain allow companies to remain competitive
whilst reducing costs and supporting broader business
growth. For example, Sinochem has recently introduced
warehouse receipt blockchain.
The necessity of adapting to technological trends is
key in this fast-moving market; where incumbents
are increasingly challenged by new players which
use technology and a lower cost base to attract
new customers.

A diverse workforce and the application
of flexible operating models was viewed
as a key strength in this sector
As in the FS sector, the UK’s access to a broad pool of
talent was a key opportunity in the D&I space. However,
the unique and vastly different people models applied
by different companies in the energy sector were also
a particular way in which an adaptable people structure
allowed companies to thrive.
Specifically, one company mentioned that they had just
two Chinese employees out of a workforce of almost
100. Conversely, ¾ of another company’s employees
were Chinese. Diversity in operational models allowed
companies to leverage different ways of operation in
accordance with their specific ethos or culture. The fact
that the openness of the UK market allows for different
operating models in a highly regulated industry was
perceived as a key advantage here.

“

We have seen new products
support our business growth,
whilst digitalisation has also
reduced our management costs.

(11) House of Commons Library, ‘Electric vehicles and infrastructure’, 23 June 2021
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”

Company operating in the new energy
sector, speaking at the CCCUK energy
roundtable

RECOMMENDATIONS

Recommendations

Participants in the survey and roundtable overwhelmingly recognised the importance of working with their
UK peers and public and private sector stakeholders
against a challenging backdrop.

These are suggestions that may also help facilitate
better dialogues and collaboration between China
and the UK in areas of mutual interest. It is hoped that
these will provide overall benefits to the energy and
power sector in both countries.

As with the FS sector, the below lays out some key
actions that Chinese companies in the energy and
power sector can take to make the most of opportunities
and address challenges. This section also covers a
list of recommendations for wider stakeholder groups,
including governmental bodies and regulators.

Areas of focus

Potential investment
barriers due to the
strategic nature of
energy assets against
the current geopolitical
backdrop

Recommendations for the
Chinese business community

Recommendations for the UK
government and regulators

► Share information with industry
peers to help understand policy
changes

► Maintain the openness and
fairness of the UK’s market
and investment policies

► Seek professional advice on a
timely basis to ensure regulatory
and legal risks are understood
and managed

► Provide greater clarity around
the impact of the National
Security and Investment Act
on energy companies seeking
to invest in the UK

► Promote an objective and balanced view of Chinese businesses
and investment through active
engagement with local communities,
along with a continued contribution
to the UK economy and society

► Provide more channels and
incentives for investments
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Areas of focus

Overcoming short-term
challenges and disruptions
caused by Brexit and Covid-19

Recommendations for the
Chinese business community

Recommendations for the UK
government and regulators

► Regularly communicate with
Chinese peers to better understand evolving government
policies and their impact, and to
deal with common challenges

► Provide financial support to
businesses in short-term difficulties as they continue to deal
with the myriad of challenges
posed by Covid-19 and Brexit
► Provide greater clarity on the
impact of post-Brexit antitrust /
competition laws and the impact on Chinese acquisitions
and investments
► Continue to pursue the ‘Global
Britain’ agenda, e.g. expand
free trade ports in the UK to
encourage investment

Challenges and opportunities
posed by Net Zero and
industry transformation

► Work with UK peers to capture
opportunities around Net Zero continuing to consider opportunities
for collaborative investment in this
space
► Leverage advanced technologies,
products and practices developed in the Chinese market to
accelerate the Net Zero transition
in the UK
► Consider further investing in
technology such as blockchain
and cloud services to accelerate
digitalisation of management to
increase efficiency and reduce
costs
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► Provide policy support to help
traditional energy companies
in their transformation as they
respond to Net Zero - e.g.
subsidies, tax credits, knowledge
transfer and upskilling, investment and financing support
► Provide investment incentives
and policy support for key
development areas, such as
battery storage and renewable
energy
► Facilitate exchange between
market players and encourage
adoption of best practice

PART 5
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Relevance and Awareness
of ESG Matters

ESG matters are gaining heightened interest from the
global business community. Against this backdrop, this
year’s annual survey has been designed to capture
the voice of the Chinese enterprises in the UK on the
relevance of ESG issues to them, the progress they
have made to address these issues, the challenges
they have faced, and the future outlook.
This is the first time a survey has been conducted with
this population to uncover their views on this matter.

Social and Governance factors are
reported to be most relevant to Chinese
enterprises in the UK
The adjacent chart illustrates the top ESG issues
reported by the survey respondents as most relevant
to their operations in the UK. The top part of this chart
is occupied by factors falling under the Social and
Governance aspects of the ESG acronym. In recent
years, the Environmental aspect of ESG has attracted
the most attention. The recognition of the importance of
the other two aspects by the respondents is therefore a
welcome phenomenon.
It should be noted that the relative importance of
various aspects of ESG considerations varies depending on the industry in which an organisation operates.
Although less than half of the respondents have
identified “reducing carbon emissions” as a factor
relevant to their UK operations, 80% of those in the
Energy industry considered this factor to be relevant.
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Aside from the industry considerations, the size of the
organisation in question also matters when it comes to
the reported relevance of ESG factors. Whilst 50% of
respondents with an annual revenue of less than £5m
reported that none of the Environmental factors were
relevant, only 15% of those with an annual revenue
exceeding £100m reported the same.

RELEVANCE AND AWARENESS OF ESG MATTERS

Top ESG factors relevant to Chinese companies in the UK
Environmental

82.3%

80%

Social

Governance

74.4%
68.4%

65%
55.7%
50.6%

50%

43.0%

41.8%

41.8%

Engaging with
stakeholders
and local
communities

Reducing
carbon
emissions

Transparency
of business
practices
and results

35%
Complying
with
laws and
regulations

Ensuring
customer
satisfaction

Ensuring
worker
health
and safety

Talent
attraction
and
retention

Providing
data
security
and privacy

▲ Source: annual survey question 50, 52 and 54

69

PART 5: A FOCUS ON ESG MATTERS

Progress Made to Address
ESG Matters

Gaps exist between awareness of
individual ESG issues and the actions
taken to address them
These behaviour gaps are observed across all ESG
issues covered by the survey. The adjacent chart
illustrates the top 5 areas with the largest gaps
between the percentage of respondents who identified an individual ESG issue as being relevant to their
organisation, and the percentage of those who
had relevant policies, procedures, and/or KPIs in
place to address or manage the issue at their UK
operations level.
This is a phenomenon that has also been observed in
other ESG surveys with other populations. In PwC’s
2021 Private Equity Responsible Investment Survey,
it was found that ESG issues which had been a
governance concern or were mandated by regulation
had seen smaller gaps between concerns expressed
and actions taken. With emerging issues which were
becoming business-defining in the post-pandemic
global economy, such as net zero and climate risk, the
gaps were more pronounced.
It should be noted that the gaps observed among our
respondents are relatively moderate (the largest being
13%) compared to those observed by PwC among
private equity firms (the largest being 61%). However,
our respondents generally reported lower levels
of awareness thus restricting the scale of possible
behaviour gaps.
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Gaps between concern and action on ESG
issues - top five area with largest gaps

Environmental

Social

Gap

Reducing carbon emissions:
29.1%

12.7%

Ensuring customer satisfaction:
62.0%

12.7%

Engaging with stakeholders and local communities:
32.9%

10.1%

Improving energy and resource efficiency:
21.5%

10.1%

Talent attraction and retention:
48.1%

7.6%

▲ Source: annual survey question 50 - 55

PROGRESS MADE TO ADDRESS ESG MATTERS

Despite the gaps in relation to existing
efforts to address ESG matters, positive
actions are increasingly being taken
across a number of areas
In line with the perceived higher relevance of the Social
and Governance aspects of ESG, these areas have also
seen a concentration of reported increasing actions.
Increasing positive actions have also been reported for
Environmental matters, albeit to a lesser degree.

The effectiveness of the actions taken is also promising. When evaluating the impact of actions, for all but
one individual ESG factor, the number of respondents
reporting a positive impact (i.e. an impact that is in line
with or above expectations considering the amount of
time and resources invested) exceeds the number of
respondents reporting increasing actions.

Top 5 ESG areas seeing increased action has been taken
Social
80%

Governance

75.9%

65%

63.3%

63.3%
59.5%

57.7%

50%

35%
Ensuring worker
health and safety

Ensuring customer
satisfaction

Talent attraction
and retention

Complying with
laws and regulations

Providing data
security and privacy

Bottom 5 ESG areas seeing increased action has been taken
Social

Environmental

Governance

40%

30%

20%

35.4%

36.7%

Improving energy
and resource
efficiency

Improving
racial & gender
diversity & inclusion

27.8%
20.3%

22.8%

10%
Waste management
and recycling

Climate risk
and resilience

Board / senior
management
diversity and structure

▲ Source: annual survey question 56
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The specific actions taken fall mainly into two
categories, i.e. those which are inward looking and
aimed at improving the organisation’s own ESG
footprint, and those which are outward targeted with
a view to supporting their customers and the wider
community on the same journey.
Actions reported by our respondents include:
•

Leading from the top - e.g. setting up crossdepartment ESG working groups led by senior
management, and building specific ESG elements
(such as reducing carbon emissions) into the organisation’s short term plan and long term strategy.

•

Training and research - e.g. building ESG elements
into staff training (such as anti-money laundering,
data security, energy conservation, etc), and setting
up research teams focusing on understanding
the broader impact of emerging changes and
megatrends.

•

Setting target and KPIs referencing established
international standards - e. g. deploying a set of
measurable targets based on the requirements
of Task Force on Climate-Related Financial
Disclosures (TCFD) and setting diversity and
inclusion targets for the employee population.

•

•
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Promoting ESG - friendly best practice and
adopting ESG-friendly technologies - e.g. adopting
best practice around waste recycling and disposal,
replacing standard lighting with sensor lighting in
office buildings, replacing petrol and diesel corporate
fleets with electric alternatives, and encouraging
employees to take up electric vehicles by installing
charge points at the office and providing electric
vehicle purchase schemes.
Supporting local communities - e.g. supporting
the fight against the Covid-19 pandemic by providing
financial and medical supply support, supporting the
development of young people by offering apprenticeship opportunities, and supporting professional
education at local schools.

•

Enhancing product and service offerings with
an ESG focus to support customers through
their ESG transition - e.g. improving the energy
efficiency of products, increasing the ratio of recycled
materials in raw materials, investing in areas
which are key to the UK’s net zero journey (such
as renewable energy and battery technologies),
and issuing green bonds or other green finance
products to support the ESG transition of the wider
business community.
Despite the above, there remains a significant
number of respondents who reported that they had
taken no action at all.

“

We launched our Blue Point Plan
this year to encourage users to
reduce emissions, by converting
the carbon dioxide emissions
reduced by driving electric
vehicles into points which can be
exchanged for products. We also
launched a Blue Sky Lab, which
recycles materials left from the
car production process to create a
series of fashion products with an
environmental ethos.

Hui Zhang, Group Vice President, NIO

”

PROGRESS MADE TO ADDRESS ESG MATTERS

“

We collaborated with major airlines in the UK to build a priority channel
for medical supplies. This channel supported the fight against COVID-19
in China and the UK alike. We transported 85.8 tons of medical supplies
from China to the UK, including 650,000 sets of hazmat suits, and 100
tons of medical supplies to Europe, including 20 million surgical masks
and 500,000 bottles of hand wash. We also helped to deliver more than
40 batches of PPE to China in 2020.
Bingqian Zhao, Managing Director, STO Express (UK)

“

”

In the last three years, we supported green trade and green projects with
a total volume of $63bn, including $33.8bn on projects associated with
clean energy, green transport and energy conservation. Our London
Representative Office played an important role in promoting and
leading the green transition among our clients by introducing the green
considerations in our requirements and policies, and working with our
clients to incorporate green considerations into their projects from
the outset.
Lei Zhu, Representative, Sinosure London Representative Office

”
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Challenges in Progressing
the ESG Agenda
Similar to other international businesses,
Chinese enterprises in the UK find it
hard to balance ESG goals with business
growth targets and to navigate regulatory
complexities
Over 40% of our respondents said that they found
balancing investment needs for growth with ESG
goals, and the complexity and lack of uniformity of
reporting standards and regulations to be the top
challenges preventing them from making progress on
ESG issues in the UK. The same challenges were also
reported by senior executives from US, Brazil, the UK,
Germany and India to be the top two barriers to their
ESG progress in a recent survey by PwC(1).
The consensus on this topic across territories
highlights the breadth and severity of the challenges

facing the global business community on their journey
to achieving ESG goals. Joint efforts and the sharing of
experience across borders are likely to be required to
find a solution.
In addition to these common barriers, Chinese
enterprises also reported challenges stemming from
limited awareness or understanding of ESG issues,
and the lack of the right personnel or talent to lead
the ESG agenda. However, many respondents also
highlighted that one of the key advantages of basing
their operations in the UK is that it provides them with
access to diverse talent and opportunities to learn from
international peers. Given the increasing significance of
the ESG agenda, this may be an area where Chinese
enterprises in the UK could see tangible benefits in
terms of accessing cutting edge knowledge and talent
in the near future.

Which of the following do you feel are the biggest challenges preventing your organisation from
progressing on ESG issues at the UK operations level? (Respondents may select up to 3 options)
Lack of reporting
standards and
regulations / complexity

41.77%

Balancing ESG with
growth targets

40.51%

Lack of awareness
or understanding of
ESG issues

31.65%

Difficulty quantifying
the potential return
of investment
Lack of the right
personnel or talent

22.78%

13.92%

▲ Source: annual survey question 60
(1) PwC, ‘Beyond compliance: Consumers and employees want businesses to do more on ESG’, 2021
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ESG Outlook of Chinese
Companies in the UK
Over half of the companies surveyed have
ESG plans for the next two years
When asked to evaluate the overall status of their
addressing of ESG issues at the UK operations level,
20% of the respondents admitted that they had not
started. A further 48% said they had some awareness
of the topic, but did not have formal policies and/or
procedures and were in the process of developing

them. With a combined 68% of respondents in a
somewhat ‘pre-action’ stage, it is fair to say that this
group’s ESG journey is still at its early stages.
However, it is encouraging to see that over half of the
respondents reported that they planned to undertake
new ESG initiatives over the next 1-2 years as a priority
at their UK organisations. Considering the financial scale
and industry reach of these entities, these initiatives
could make a real difference at various levels.

Overall, which of the following best describes your organisation’s current status when it comes to
addressing ESG issues at the UK operations level?
We have not yet started
There is some awareness, but we do not have formal policies / procedures and are in the process of developing those
We have formal policies / procedures in some key areas but need to extend the coverage, set targets / KPIs with reference
to industry or international standards, and raise employee awareness
We have formal policies / procedures in all key areas relevant to the organisations, performance is reviewed regularly
against established targets / KPIs with reference to industry or international standards, and progress is reported publicly
at least annually
48.10%

50%

40%

30%

26.58%
20.25%

20%

10%

5.06%

0

▲ Source: annual survey question 61
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Most Chinese businesses in the UK expect
to leverage the ESG experience and
expertise developed at China HQ level

leading by 6-15% over their UK operations in each of
the ESG action areas.
This highlights opportunities to leverage experience
and expertise developed in China to upgrade their UK
operations, in addition to sharing international best
practice with China, to encourage joint efforts in pursuing
this global agenda across borders.

It is interesting to observe that the wider Chinese groups
reported that they have progressed further on ESG
matters than their UK subsidiaries. As illustrated in the
chart below, the respondents’ wider groups in China are

ESG actions taken at the UK operation's level and at the group level in China
Gap between % of respondents reporting relevant actions
in the UK and those reporting relevant actions at a group
level in China

% of respondents reporting relevant actions in the UK

ESG is incorporated in the organisation’s purpose,
vision, value and Corporate Code of Conduct

46.84%

ESG-related risks and opportunities have been
identified and integrated into the overall corporate
strategy and risk-management process

32.91%

15.19%

11.39%

6.33%

24.05%

Corporate policies focusing on ESG have been developed and communicated organisation wide. These
take into account regulations and best practice

18.99%

Specific targets have been established, measured
against baseline and with reference to industry or
international standards

10.13%

Technology and digitisation are harnessed to enable
the alignment of processes with ESG objectives

6.33%

There is a dedicated ESG committee / taskforce

5.06% 6.33%

There is an established reporting process by reference to a particular reporting standards/framework,
an articulated plan as to how the reporting is kept up
to date as the standards develop and evolve

6.33%

10.13%

10.13%

7.59%

▲ Source: annual survey question 58 and 59
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DISCLAIMER:
Survey data presented below shows the situation of entities surveyed, and is not intended to
represent the overall situation of all Chinese enterprises in the UK.
Note: Questions 1 and 2 contain confidential data from which survey respondents may be identifiable
and are therefore not presented below.

QUESTION 3

Which industry does your UK company mainly operate in?

Industrials

25.32%

Financials

22.78%

Consumer
Discretionary

18.99%

Technology

7.59%

Telecommunications

6.33%

Energy

6.33%

Utilities

5.06%

Real Estate

3.80%

Basic Materials

3.80%

0
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QUESTION 4

Where are your UK headquarters located?

80%

82.28%

60%

40%

20%
3.80%

2.53%

2.53%

2.53%

2.53%

1.27%

1.27%

1.27%

West
Midlands

North
West

Yorkshire
and the
Humber

East
Midlands

East of
England

Northern
Ireland

North
East

South
East

0
Greater
London

QUESTION 5

Which of the following best describes how your UK presence was established?

Setting up as a standalone UK company

15.19%
Investing in an existing UK company - 100% stake

8.86%
Investing in an existing UK company - 51%-99% stake

1.27%
Investing in an existing UK company - 1%-50% stake

1.27%
Setting up as a UK branch of an existing Chinese company

73.42%
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QUESTION 6

Which of the following best describes the nature of your Chinese parent entity?

State-owned enterprises
46.84%
Public listed business
24.05%
Private business
17.72%
Government organisation, media, or education institution
6.33%
Individual
3.80%
Joint venture with overseas capital
1.27%
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QUESTION 7

Is your Chinese parent company / group an investment organisation?

Yes

18.99%

No

81.01%

QUESTION 8

How long have you been operating in the UK?

Less than 5 years

18.99%
5-10 years

34.18%
Over 10 years

46.84%
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QUESTION 9

How many employees does your UK business have?

51-100:

16.46%
20 - 50:

101-500:

20.25%

8.86%
501 - 1000:

5.06%
< 20:

48.10%

1000 +:

1.27%

QUESTION 10

Approximately what percentage of your employees identify as Chinese (e.g. with
Chinese nationality or ethnicity)?

71% - 100%:

30.38%

< 10%:

21.52%
10% - 20%:

6.33%
51% - 70%:

17.72%
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QUESTION 11

Of your Chinese employees, approximately what percentage are expats from China?

71% - 100%:

20.25%
51% - 70%:

5.06%

< 10%:

46.84%

21% - 50%:

12.66%
10% - 20%:

15.19%

QUESTION 12

Approximately what percentage of your senior management team identify
themselves as Chinese (e.g. with Chinese nationality or ethnicity)?

71% - 100%

50.63%

51% - 70%

20.25%

21% - 50%

10.13%

10% - 20%

1.27%

< 10%

17.72%
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QUESTION 13

What was your company’s annual UK revenue in 2020 (in £’m)?

>£100m:

16.46%
£50m - £100m:

<£5m:

3.80%

45.57%

£10m - £50m:

£5m - £10m:

21.52%

12.66%

QUESTION 14

How has your UK revenue changed compared to 2019?

Significantly increased (by >20%)
17.72%

Marginally increased (5-20%, inclusive)
13.92%

Stable (change within 5%)
21.52%

Marginally decreased (5-20%, inclusive)
17.72%

Significantly decreased (by >20%)
26.58%

Not applicable - UK presence established in 2020
2.53%
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QUESTION 15

Which of the following best describes your company’s profitability in the UK in 2020?

Breakeven

21.52%
Profitable

41.77%
Loss Making

36.71%

QUESTION 16

Which of the following best describes your company’s profitability in the UK in
2020 compared to 2019?

Unchanged

35.44%

Deteriorated

35.44%

Not applicable
Improved

25.32%

- UK presence established in 2020

3.80%
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QUESTION 17

Which of the following best describes your company’s profitability in the UK in
2020 compared to your global profitability in the same period?

Significantly higher
3.80%
Marginally higher
17.72%
On par
29.11%
Marginally lower
13.92%
Significantly lower
21.52%
N/A - we do not have a presence outside of the UK
13.92%
0

10%

20%

30%

QUESTION 18

How is the profit generated by your UK business used?

All profit (100%) is
reinvested in the UK

62.03%

Majority (50-99%) is
reinvested in the UK

16.46%

Equally split between
the UK and China

5.06%

Majority (50-99%) is
transferred to China

11.39%

All (100%) profit is
transferred to China

5.06%
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QUESTION 19

Which of the following best describes your company’s market share in the UK in
2020 compared to 2019?

Significantly increased (by >5%)
6.33%
Marginally increased (by 1-5%, inclusive)
18.99%
Stable (change within 1%)
37.97%
Marginally decreased (by 1-5%, inclusive)
6.33%
Significantly decreased (by >5%)
7.59%
Not applicable - UK presence established in 2020
2.53%
Not sure
20.25%
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QUESTION 20

How satisfied are you with your company’s performance in the following areas in
2020, compared to your competitors?

Satisfied

Somewhat satisfied

Somewhat dissatisfied

Dissatisfied

Neutral

Reputation
64.56%

26.58%
Somewhat dissatisfied: 0%

8.86%
Dissatisfied: 0%

Customer service
65.82%

26.58%
Somewhat dissatisfied: 0%

7.59%
Dissatisfied: 0%

Quality of products or services

1.27%

65.82%

29.11%
Somewhat dissatisfied: 0%

3.80%

Marketing

2.53%

39.24%

29.11%

25.32%
3.80%

Revenue
30.38%

29.11%

26.58%

6.33%

Profitability
22.78%

29.11%

30.38%

Market share
16.46%

5.06%

3.80%
26.58%

49.37%
3.80%
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QUESTION 21

Which of the following best describes your company’s capital expenditure /
investment in the UK in 2020 compared to 2019?

Significantly increased (by >20%)
8.86%
Marginally increased (5-20%, inclusive)
10.13%
Stable (change within 5%)
56.96%
Marginally decreased (5-20%, inclusive)
6.33%
Significantly decreased (by >20%)
13.92%
Not applicable - UK presence established in 2020
3.80%
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QUESTION 22

Regarding your UK business, who makes the key strategic decisions and where
are they made?

By the local management team
in the UK

12.66%
By the group
management team
in China

36.71%
Jointly made by
management teams
in the UK and China

50.63%

QUESTION 23

Where are key operational decisions made regarding your business in the UK?

Jointly made by
management teams
in the UK and China

45.57%

By the local
management team
in the UK

32.91%
By the group
management team
in China

21.52%
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QUESTION 24

What was your Corporation Tax charge as a percentage of your Revenue in 2020?

<2%

≥2%, <5%

≥5%, <10%

55.70%

12.66%

10.13%

≥10%

21.52%

QUESTION 25

What was your PAYE National Insurance charge as a percentage of your Revenue
in 2020?

<2%

22.78%

≥2%, <5%

≥5%, <10%

18.99%

27.85%

≥10%

30.38%

QUESTION 26

What was your Other Taxes charge as a percentage of your Revenue in 2020?

<2%

48.10%

≥2%, <5%

≥5%, <10%

18.99%

20.25%

≥10%

12.66%
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QUESTION 27

Does your company plan to make further investment in your existing UK presence
in the next two years?

No

17.72%

Yes

49.37%

Not sure

32.91%

QUESTION 28

Does your company plan to make acquisitions in the UK in the next two years?

No

43.04%

No sure

50.63%

Yes

6.33%
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QUESTION 29

Does your company plan to divest from the UK in the next two years?

Not sure

18.99%

No

81.01%

Yes

0%

QUESTION 30

How important is the UK market in your company’s global landscape?

Top priority
13.92%
One of the top three
17.72%
One of many important investment destinations
62.03%

6.33%

0

10%

20%

30%

40%

50%

60%

70%

93

PART 6: APPENDIX

QUESTION 31

What are your company’s key objectives / development focus in the UK over the
next two years? (Respondents may select up to 3 options)

Growing the existing business
79.75%
Entering new markets and ultimately achieving profitability
55.70%
Obtaining brand recognition and enhancing our corporate image
51.90%
Acquiring and implementing advanced technology and management expertise
22.78%
Consolidating and streamlining existing business
16.46%
Strengthening our global asset allocation and risk diversification
6.33%
Establishing a Group Global Training and / or R&D Center
6.33%
Other
3.80%
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QUESTION 32

How do you expect your company’s revenue to change over the next 2 years?

50%
41.77%
40%
30%

27.85%

20%

15.19%
10.13%

10%
1.27%

0
Significantly
increased
(by >20%)

Marginally
increased
(by 5-20%,
inclusive)

Stable
(change
within 5%)

Marginally
decreased
(by 5-20%,
inclusive)

3.80%
Significantly
decreased
(by >20%)

Not sure

QUESTION 33

How do you expect your company’s profitability to change over the next 2 years?

50%

46.84%

40%
29.11%

30%
20%
10%

13.92%
5.06%

2.53%

2.53%

Marginally
decreased
(by 5-20%,
inclusive)

Significantly
decreased
(by >20%)

0
Significantly
increased
(by >20%)

Marginally
increased
(by 5-20%,
inclusive)

Stable
(change
within 5%)

Not sure
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QUESTION 34

How do you expect your company’s market share to change over the next 2 years?

Significantly increased (by >5%)
7.59%
Marginally increased (by 1-5%, inclusive)
35.44%
Stable (change within 1%)
32.91%
Marginally decreased (by 1-5%, inclusive)
2.53%
Significantly decreased (by >5%)
1.27%
Not sure
20.25%
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QUESTION 35

How will your company adjust its total headcount in the UK over the next 2 years?

Stay the same

27.85%
Increase recruitment /
hiring

Reduce the current
workforce / employees

46.84%

5.06%

Not sure

20.25%

QUESTION 36

What will be your preferred route of recruitment? (Please order the following
options from most favourite to least favourite by ranking 1 to 3)

Hiring locally with a preference
for people with local expertise

2.47

Hiring locally with a preference for
people with a Chinese background

1.99

Transferring employees from China

1.54

Note: Rankings are scored in reverse order, i.e. a 1st ranking scores 3 points, 2nd ranking 2 points,
and 3rd ranking 1 point. The final score given to each option is calculated as the weighted average of all
ranking-driven scores given by the survey repondents to that option.
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QUESTION 37

What is the main focus of your people strategy over the next two years?
(Respondents may select up to 3 options)

Training and development
74.68%
Diversity & inclusion
48.10%
Promoting corporate values
46.84%
Career progression channels
36.71%
Reward and compensation
36.71%
Other (please specify)
1.27%
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QUESTION 38

Which do you see as the greatest challenges in conducting business in the UK?
(Respondents may select up to 3 options)

Complex geopolitical
landscape impacting
China-UK relations

74.68%
31.65%

High compliance risk
Slow growth of
the UK economy

25.32%

Cultural differences between
the two countries

22.78%

Unstable UK policy towards
foreign investment

13.92%

Negative public attitudes
towards Chinese companies

13.92%

Lack of proper promotion
of Chinese businesses

13.92%

Escalating protectionism
in the UK

12.66%

Difficulty in obtaining
license / permit approval

8.86%

Heavy taxation

6.33%

GDPR

6.33%

Complex tax
compliance matters

5.06%

High exchange risk

3.80%

Difficulty in obtaining
approval of license / permit

3.80%

Difficulty in recruiting
local talent

3.80%

Lack of policy support in
raising business funds

2.53%

Cyber security

2.53%

Opening business
bank accounts

2.53%

Barriers on immigration

1.27%

Foreign investment
restrictions

1.27%

Dealing with unions

0.00%

Recognition of
professional qualifications

0.00%
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QUESTION 39

How would you rate the business environment in the UK? (1 being dissatisfied, 10
being very satisfied)

10

8

6

4

2

9

7

5

3

1

Technology: 7.68

(e.g. competency of R&D institutions, research commercialisation, UK-China research collaboration, etc.)
22.78% 15.19%
5.06%

46.84%

13.92%

13.92% 12.66% 5.06%

The Commercial Environment: 7.27

(e.g. barrier of entry,openness of market, tax policy, cost of conducting business, etc.)
6.33%

12.66%

32.91%

20.25%

1.27%
10.13%

13.92%
2.53%

The Economic and Industrial Environment: 7.25

(e.g. level of economic development, economic stability, integrity of supply chain, economic ties with China, etc.)
12.66%

34.18%

17.72%

18.99%

11.39%

3.80%

1.27%

Talent: 7.15

(e.g. employment, cost of labour, diversity and inclusion, etc.)
6.33% 10.13%

35.44%

13.92%

13.92%

15.19%

5.06%

Infrastructure: 6.89

(e.g. transport, telecommunication network, etc.)
7.59%

31.65%

26.58%

10.13%

13.92%

2.53%

5.06%
2.53%

The Political Environment: 6.57

(e.g. policy consistency, vpolitical stability, government efficiency, legal and regulatory considerations, etc.)
5.06% 5.06% 27.85%

21.52%

10.13%

17.72%

6.33%
3.80%

100

1.27%
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QUESTION 40

What is your overall impression of how the UK business environment (as defined
in question 39) has changed over the past 2 years?

Significantly improved
2.53%
Marginally improved
12.66%
Unchanged
27.85%
Marginally worsened
49.37%
Significantly worsened
7.59%
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QUESTION 41

What is your forecast for the UK business environment (as defined in question 39)
over the next 2 years?

50%

46.84%

40%
27.85%

30%

20.25%

20%
10%
3.80%

1.27%

0
Significantly
improved

Marginally
improved

Unchanged

Marginally
worsened

Significantly
worsened
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QUESTION 42

How easy is it to navigate through the UK system as a foreign investor?

1.27%

Very difficult

58.23%

Difficult

37.97%

Easy

2.53%

Very easy
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70%

60%

QUESTION 43

Have you encountered discriminatory treatment in your business activities in the
UK? (For example: through boycotts, targeted policies, etc.)

Yes

8.86%

Not sure

21.52%

No

69.62%
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QUESTION 44

Which of the following actions could the UK government take to help improve the
business environment in the next 2 years? (Respondents may select up to 3 options)

Strengthen the stability of
investment and trade policies

70.89%

Provide more incentives and
infrastructure support
for investment projects

48.10%

Reduce trade barriers;
including tariffs and
import / export restrictions

39.24%

Provide more convenient
visa policies for executives

32.91%

Reduce difficulty in applying
for licenses and permits

16.46%

6.33%

Other (please specify)
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QUESTION 45

How important is a stable and healthy China-UK relationship to your company’s
business in the UK?

Extremely important

Important

74.68%

22.78%

Somewhat important

2.53%
Not important

0%
Irrelevant

0%

QUESTION 46

How have China-UK relations impacted your operations in the UK over the
last year? (Please elaborate in the comment box provided)

Significantly positive
15.19%
Marginally positive
26.58%
Neutral
32.91%
Marginally negative
22.78%
Significantly negative
2.53%

0
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QUESTION 47

How do you feel about the future of China-UK relations?

Neutral

44.30%
Somewhat pessimistic

Optimistic

5.06%

15.19%

Pessimistic

Somewhat optimistic

0%

35.44%

QUESTION 48

How has Brexit impacted your operations in the UK? (Please elaborate in the
comment box provided)

There has been some negative impact,
but it is expected to be short-term only
and our long term outlook is not impacted

64.56%

Brexit has no impact on our business

27.85%

The impact is negative and lasting, and we have
to make fundamental changes to our business
as a result (e.g. forced transfer / carve out
of business, move business to Europe, etc.)
Brexit has benefited our business

6.33%

0%

1.27%

Other
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QUESTION 49

How has Covid-19 impacted your operations in the UK?

There has been some negative impact,
but it is expected to be short-term only
and we are on the way to recovery

63.29%

There has been some negative impact,
but we have fully recovered

13.92%

The impact is negative and lasting,
and we have to make fundamental
changes to our business as a result

13.92%

Covid-19 has benefited our business

3.80%

Covid-19 has no impact on our business

3.80%

1.27%

Other

0
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QUESTION 50

Which of the following environmental issues are most relevant / important to your
UK operations? (Multi-select, select all that apply)

41.77%

Reducing carbon emissions
Improving energy and
resource efficiency

31.65%

20.25%

Waste management and recycling

15.19%

Climate risk and resilience

35.44%

None of the above
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QUESTION 51
Does your organisation have relevant policies / procedures / KPIs to address or
manage any of the following environmental issues at the UK operations level?
(Multi-select, select all that apply)

29.11%

Reducing carbon emissions
Improving energy and
resource efficiency

21.52%

17.72%

Waste management and recycling

Climate risk and resilience

10.13%

50.63%

None of the above
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QUESTION 52

Which of the following social issues are most relevant / important to your UK
operations? (Multi-select, select all that apply)

Ensuring customer satisfaction
74.68%
Ensuring worker health and safety
68.35%
Talent attraction and retention
55.70%
Engaging with stakeholders and local communities
43.04%
Ensuring responsible supply chain
37.97%
Improving racial & gender diversity & inclusion
24.05%
None of the above
5.06%
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QUESTION 53

Does your organisation have relevant policies / procedures / KPIs to address or
manage any of the following social issues at the UK operations level?
(Multi-select, select all that apply)

Ensuring worker health and safety
69.62%
Ensuring customer satisfaction
62.03%
Talent attraction and retention
48.10%
Ensuring responsible supply chain
36.71%
Engaging with stakeholders and local communities
32.91%
Improving racial & gender diversity & inclusion
22.78%
None of the above
8.86%
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QUESTION 54

Which of the following governance issues are most relevant / important to your UK
operations? (Multi-select, select all that apply)

Complying with laws
and regulations

82.28%

Providing data security
and privacy

50.63%

Transparency of business
practices and results

41.77%

Board / senior management
diversity and structure

29.11%

None of the above

11.39%

0

10%

20%

30%

40%

50%

60%

70%

80%

90%

QUESTION 55

Does your organisation have relevant policies / procedures / KPIs to address or
manage any of the following governance issues at the UK operations level?
(Multi-select, select all that apply)

Complying with laws
and regulations

81.01%

Providing data security
and privacy

58.23%

Transparency of business
practices and results

50.63%

Board / senior management
diversity and structure

30.38%

None of the above

10.13%
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QUESTION 56

How, if at all, is your organisation’s action on the following issues shifting at the
UK operations level? (Please select the rating option that apply to each category)

Significantly less time and
resources are being directed to it

Marginally less time and
resources are being directed to it

Marginally more time and
resources are being directed to it

Significantly more time and
resources are being directed to it

No change

Waste management and recycling
1.27%

Improving energy and resource efficiency
1.27%

Significantly less time and resources are being directed to it: 0%

Climate risk and resilience
Significantly less time and resources are being directed to it: 0%

Marginally less time and resources are being directed to it: 0%

Reducing carbon emissions
Significantly less time and resources are being directed to it: 0%

Marginally less time and resources are being directed to it: 0%

Ensuring customer satisfaction
2.53%

Significantly less time and resources are being directed to it: 0%

Ensuring responsible supply chain
1.27%

Significantly less time and resources are being directed to it: 0%

Ensuring worker health and safety
1.27%

Significantly less time and resources are being directed to it: 0%

Talent attraction and retention
1.27%

Improving racial & gender diversity & inclusion
1.27%

Significantly less time and resources are being directed to it: 0%

Significantly less time and resources are being directed to it: 0%

Engaging with stakeholders and local communities
1.27%

2.53%

Providing data security and privacy
Significantly less time and resources are being directed to it: 0%

Marginally less time and resources are being directed to it: 0%

Complying with laws and regulations
1.27%

Significantly less time and resources are being directed to it: 0%

Transparency of business practices and results
1.27%

Significantly less time and resources are being directed to it: 0%

Board / senior management diversity and structure
1.27%

Significantly less time and resources are being directed to it: 0%
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QUESTION 57

Has your organisation’s action on the following issues achieved an impact at the
UK operations level? (Please select the rating option that apply to each category)

No impact at all

Limited impact below expectation considering
the amount of time and resources invested

Expected level of impact considering
the amount of time and resources invested

Significant impact exceeding expectation considering
the amount of time and resources invested

Waste management and recycling
46.84%

8.86%

44.30%

Significant impact exceeding expectation considering the amount of time and resources invested: 0%

Improving energy and resource efficiency
11.39%

44.30%

44.30%

Significant impact exceeding expectation considering the amount of time and resources invested: 0%

Climate risk and resilience
11.39%

50.63%

37.97%

Significant impact exceeding expectation considering the amount of time and resources invested: 0%

Reducing carbon emissions
40.51%

13.92%

44.30%
1.27%

Ensuring customer satisfaction
21.52%

6.33%

69.62%
2.53%

Ensuring responsible supply chain
35.44%

10.13%

49.37%

5.06%

Ensuring worker health and safety
18.99%

7.59%

64.56%

8.86%

Talent attraction and retention
20.25%

12.66%

63.29%
3.80%

Improving racial & gender diversity & inclusion
12.66%

37.97%

46.84%
2.53%

Engaging with stakeholders and local communities
31.65%

5.06%

49.37%

13.92%

Providing data security and privacy
11.39%

26.58%

59.49%
2.53%

Complying with laws and regulations
21.52%

7.59%

6.33%

64.56%

Transparency of business practices and results
34.18%

8.86%

55.70%
1.27%

Board / senior management diversity and structure
40.51%

11.39%

45.57%
2.53%
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QUESTION 58

Which of the following apply to your organisation’s action on ESG issues at the
Chinese parent group level? (Multi-select, select all that apply)

ESG is incorporated in the organisation’s purpose,
vision, value and Corporate Code of Conduct

62.03%

ESG-related risks and opportunities have been
identified and integrated into the overall corporate
strategy and risk-management process

44.30%

ESG issues are regularly discussed at Board/
Executive level and are KPIs

30.38%

Corporate policies focusing on ESG have been developed and communicated organisation wide. These
take into account regulations and best practice

25.32%

Specific targets have been established, measured
against baseline and with reference to industry or
international standards

Technology and digitisation are harnessed to enable
the alignment of processes with ESG objectives

There is a dedicated ESG committee / taskforce

There is an established reporting process by reference to a particular reporting standards / framework
(e.g. CDP - formerly the Carbon Disclosure Project,
Dow Jones Sustainability Indices (DJSI), Global
Reporting Initiative (GRI), Global Real Estate
Sustainability Benchmark (GRESB), Task Force on
Climate-related Financial Disclosures (TCFD)), an
articulated plan as to how the reporting is kept up
to date as the standards develop and evolve

None of the above

20.25%

16.46%

11.39%

7.59%

16.46%
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QUESTION 59

Which of the following apply to your organisation’s action on ESG issues at the UK
operations level? (Multi-select, select all that apply)

ESG is incorporated in the organisation’s purpose,
vision, value and Corporate Code of Conduct

46.84%

ESG-related risks and opportunities have been
identified and integrated into the overall corporate
strategy and risk-management process

32.91%

ESG issues are regularly discussed at Board/
Executive level and are KPIs

24.05%

Corporate policies focusing on ESG have been developed and communicated organisation wide. These
take into account regulations and best practice

18.99%

Specific targets have been established, measured
against baseline and with reference to industry or
international standards

10.13%

Technology and digitisation are harnessed to enable
the alignment of processes with ESG objectives

6.33%

There is a dedicated ESG committee / taskforce

There is an established reporting process by reference to a particular reporting standards / framework
(e.g. CDP - formerly the Carbon Disclosure Project,
Dow Jones Sustainability Indices (DJSI), Global
Reporting Initiative (GRI), Global Real Estate
Sustainability Benchmark (GRESB), Task Force on
Climate-related Financial Disclosures (TCFD)), an
articulated plan as to how the reporting is kept up
to date as the standards develop and evolve

None of the above
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5.06%

0%

34.18%

APPENDIX: FULL SURVEY QUESTIONS AND RESPONSES

QUESTION 60

Which of the following do you feel are the biggest challenges preventing your
organisation from progressing on ESG issues at the UK operations level?
(Respondents may select up to 3 options)

Lack of
reporting standards
and regulations /
complexity

41.77%

Balancing ESG with
growth targets

40.51%

Lack of awareness
or understanding of
ESG issues

31.65%

Difficulty quantifying
the potential return
of investment

22.78%

Lack of the right
personnel or talent

13.92%

12.66%

Lack of funding

Volatility of regulatory
requirements

11.39%

8.86%

Lack of time

Corporate silos

Lack of attention or
support from
senior leadership

5.06%

3.80%
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QUESTION 61

Overall, which of the following best describes your organisation’s current status
when it comes to addressing ESG issues at the UK operations level?

We have not yet started
There is some awareness, but we do not have formal policies / procedures and are in the process of
developing those
We have formal policies / procedures in some key areas but need to extend the coverage, set targets /
KPIs with reference to industry or international standards, and raise employee awareness
We have formal policies / procedures in all key areas relevant to the organisations, performance is
reviewed regularly against established targets / KPIs with reference to industry or international standards,
and progress is reported publicly at least annually

48.10%

50%

40%

30%

20%

10%

0
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