
China battles pollution  

Businesses can expect increased scrutiny until the country has cleaned itself up 

 
China’s breakneck economic growth has come at a perceived heavy price in terms of its effect on the 
environment. No less than 40% of its rivers are so contaminated that they are unfit for use and the 
authorities have earmarked $636bn between now and 2020 to address what premier Li Keqiang calls 
a “war on pollution”.  
 
The implications for manufacturing businesses will be considerable until such time as the 
government considers the problem to have been resolved, which is a long way hence. Until then, 
companies can expect relentless regulation and constant monitoring of their environmental 
responsibilities.  
 
Since March, for instance, industries have been coming to grips with a much more heavily enforced 
anti-pollution regime. Factories are now managing effluents under a highly public rating system that 
assesses them on a scale between green (good) and red (bad). Such is the pressure to show respect for 
the environment that most observers believe that even those firms that fall outside the system will 
volunteer to join as a demonstration of good corporate citizenship.  
 
Fines and penalties 
Disciplined compliance with these tough new standards should at least go to the bottom line. Late 
last year, the amount of penalties offenders paid were raised across the nation and they are likely to 
increase again.  
 
Fines on polluting enterprises in Beijing, for example, have recently increased fivefold for first 
offenders, while penalties for multiple breaches are no longer capped.  
 
The authorities are taking the problem seriously. According to local media, no less than 652 
industrial facilities were fined in the first four months of 2014, mainly for air pollution. Beijing’s 
Environmental Protection Bureau, which took charge of supervising pollution levels earlier this year, 
levied fines equivalent to $2.3m.  
 
Pollution has now abruptly turned into an important reputational issue. Although the authorities, 
and particularly the powerful Ministry of Environmental Protection, were already moving towards a 
clean-up of the environment, they have lately been put under severe pressure by activist groups 
unwilling to tolerate unhealthy living conditions any longer.  
 
Increased demands 
However, the crackdown also presents immense opportunities because, in the next few years, about 
one billion city dwellers will demand the same environmental quality as western-style nations.  
 
This is the case in the broadest sense. They will expect efficient transportation and public services, 
clean drinking water and other critical resources, purer air, family-friendly open spaces and all the 
other public amenities that citizens in more developed nations assume to be their right.  
 
New regulation in respect of environmental responsibility is not unique to Asia. The EU Industrial 
Emissions Directive, for example, is creating and changing responsibilities across the EU, and 
although stand-alone local policies (often the default position) provide protection, there is no reason 
why these cannot be integrated into a global programme for multinationals to enjoy the benefits it 
brings.  



 
 

‘We certainly see environmental liabilities as an amplified emerging risk. There are two fundamental 

drivers: the increase in frequency and the complexity of claims. Regulatory and legal changes continue 

to advance globally and the public and even lending institutions are increasingly aware of these issues. 

It is likely there will be a rise in allegations that companies have caused damage to the environment, 

bodily injury and even pollution. This has the potential to disrupt business and land development. In 

addition, clean-ups and environmental claims are becoming more and more complex, as these incidents 

come into the public eye and regulations continue to develop around the clean-up and restitution of 

environmental damages.’ 

Stephen Andrews, head of environmental EMEA, AIG 
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