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ABSTRACT: The Chinese investments in Brazil have grown and diversified consistently in
recent years. One significant trend is the growing Chinese investments in environmental
projects, especially renewable energies and energy transition. In this article, the author
advocates that such a trend is part of China's broader project to develop a global leadership role
in the green transition to a decarbonized global economy. The article has three parts. In the first
part, the author delineates, based on a historically shared view on development, a general
explanation for Brazil and China's increasing convergence of the environmental agenda. In the
second part, the author briefly explains the change in Chinese environmental policy from a
defensive perspective to an offensive perspective, offering technologies and solutions in green
energy, energetic efficiency and circular economy. The last part scrutinizes many Chinese direct
investments in Brazil, highlighting the increasing importance of environment-related projects
and establishing an indirect relationship with a possible intention of Chinese leadership in the
global environmental order. The methodology will involve the analysis of the data of direct
investments in Brazil and the literature and documents that scrutinize China's domestic and
foreign policy for the environment.
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I. Introduction

One of the most critical challenges of the contemporary world is climate change. To tackle such
a challenge, nations, companies, and scientists must work together with a common purpose.
Efforts to mitigate climate change and adapt the world to unavoidable new climate phenomena
demand collective action and cooperation. The main global actors are responsible for leading
the enterprise.

The understanding of environmental governance depends on the theoretical perspective adopted
by the analyst. According to some theoretical perspectives, the cooperation needed to
implement an actual global governance of the environment is an illusion. Realist authors, for
example, consider anarchy the primordial and most important characteristic of international
order. In such a context, agreements, rules of international law, and cooperation in general are
always subject to political egoistic considerations.

However, the emergence of environmental challenges created a different dynamic in the
international system because even the most realist leaders and nations are forced to cooperate
under the penalty to suffer tragic consequences from natural changes.

Realism describes the international system as a harmful anarchy in which self-interested states
pursue relative power to the detriment of the other states. In that system, the weakness of a rival
state is an important asset. Cooperation only exists if determined by political considerations
regarding the increase of the state's power.
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The logic is different in the case of environmental issues. If all the states act based only on self-
interest and pursue just national purposes, the world and mankind will have a tragic end. The
environmental challenge, therefore, demands that the states coordinate their actions in the same
direction to mitigate the emissions and overcome civilization based on petroleum.

Such coordination usually begins with the adoption of domestic politics towards the mitigation
of greenhouse gas emissions. Tax incentives and subsidies to produce green products, elevated
taxes for products, and practices that are intensive in emissions are instruments used to
transform the domestic economy. The conscience that efforts must be global (reducing
emissions domestically or abroad has the same environmental impact) tends to internationalize
mitigation actions.

The different nature of the environmental challenge changed the conduct of many countries.
China, for example, has always been critical of some international institutions and narratives.
Since the Communist Revolution, it has shown a new engagement in the environmental agenda
and a vocation to leadership in the theme of climate change.

China's environmental policy has changed substantially in the last decades. Domestically, China
has adopted important instruments to mitigate emissions and speed up the green transition. In
the international arena, China attenuates the discourse of common and differentiated
responsibilities with commitments to net zero emissions and strong investments in green
projects in third countries.

The recent announcement of Chinese investments in Brazil follows the logic of contributing to
mitigation, energy transition financing, and the implementation of green projects in developing
countries.

Chinese investments in Brazil have grown and diversified consistently in recent years.
Compared to other important economies, Chinese investments have grown more rapidly and
consistently in several areas of the Brazilian economy. Direct Chinese investments today
surpass those from many traditional partners and tend to increase more in the following years.
The recent trend of investments in environmental sustainability, especially renewable energies
and energy transition, has combined the expertise of Chinese companies in large infrastructure
projects, the Brazilian deficit of infrastructure and long-term capital and the world necessity to
accelerate the green transformation.

In this article, the author advocates that such a trend is part of China's broader project to develop
a global leadership role in the green transition to a decarbonized global economy.

The article has three parts. In the first part, the author delineates a general explanation for Brazil
and China's increasing convergence of the environmental agenda based on a historically shared
view on development. In the second part, the author briefly explains the change in Chinese
environmental policy from a defensive perspective to an offensive perspective, offering
technologies and solutions in green energy, energetic efficiency and circular economy. The last
part scrutinizes the Chinese direct investments in Brazil, highlighting the increasing importance
of environment-related projects and establishing an indirect relationship with a possible
intention of Chinese leadership in the global environmental order. The methodology will
involve the analysis of the data of direct investments in Brazil and the literature and documents
that scrutinize China's domestic and foreign policy for the environment.
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I1. China and Brazil in the environmental global order

This part delineates a general explanation for Brazil and China's increasing convergence of the
environmental agenda, based on a historically shared view on development.

Brazil and China have very different societies and histories. China is a millenary society with
a very rich culture that influenced a great part of the Asian countries. In comparison, Brazil is
a new country whose original society is a result of European, African, and Native-American
contributions, enriched by several other peoples from different parts of the world.

Despite such clear differences, the recent history of China and Brazil has revealed important
convergences, especially in their foreign policies. The central point of convergence between the
two countries is the concern for developing their societies. Their view of development involves
economic growth, social justice, international independence, and the freedom to search for
economic and political options and means of development. Such value attributed to
independence in the international system determines a critical view concerning some
international institutions and aspects of the international global order.

From a bilateral perspective, Brazil and China boast a robust and intricate international
partnership. The countries share significant bilateral trade and capital flows and align their
positions in numerous international forums. As we approach the 50th anniversary of their
diplomatic relationship in 2024, the history of their bilateral relationship underscores a growing
convergence, particularly due to their shared concerns about development and their critical view
of the international order's functioning.

China is Brazil's most crucial trade partner, while Brazil holds the same status as China in Latin
America. The trade flow between the two countries amounts to nearly US$ 160 billion, a
testament to the strength of their economic ties. Brazil's primary exports to China include soy,
petroleum, and iron ore, while it imports mainly electrical and mechanical goods, auto-parts,
and chemical products.

Brazil and China also engage in joint participation in numerous international forums, such as
the G20, BRICS, and BASIC. These forums, while not international organizations, serve as
crucial platforms for discussing significant global agenda items, including the environment and
climate change. For Brazil and China, these forums provide a voice for their shared views on
development and their critical perspective on certain international order institutions.

G20 is an essential forum for China and Brazil to coordinate political positions on crucial topics
of the international agenda. G20 is a group constituted by the most important economies in the
world. The group works in two different tracks: financial and sherpas. There is a specific Work
Group for Environment and Climate Change on the Sherpas track. In the financial track, the
countries discuss sustainable finance. The theme of environment was very important in the two
last summits occurred in India and Brazil. In India’s Final Declaration, the countries affirmed:
We commit to urgently accelerate our actions to address environmental crises and challenges
including climate change. We recognize that the impacts of climate change are being
experienced worldwide, particularly by the poorest and the most vulnerable, including in LDCs
and SIDS. Mindful of our leadership role, we reaffirm our steadfast commitments, in pursuit of
the objective of UNFCCC, to tackle climate change by strengthening the full and effective
implementation of the Paris Agreement and its temperature goal, reflecting equity and the
principle of common but differentiated responsibilities and respective capabilities, in light of
different national circumstances. (G20, 2023)
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G20 is a very heterogeneous group with developed and developing countries. Some important
divergences among the countries cannot be addressed in the group as they are in BRICS and
BASIC.

BRICS is group formed by Brazil, Russia, India, China and South Africa. Environment and
sustainability are very frequently discussed un the summits. In Kazan Declaration, the BRICS
reiterated that the objectives, principles and provisions of the main climate change agreements,
including its principles of equity and common but differentiated responsibilities and respective
capabilities. The countries also condemned unilateral measures created under the pretext of
climate concern, and mentioned the cooperation on a whole range of solutions and technologies
as feasible and an appropriate track to the reduction and removal of Greenhouse Gases (GHGs)
(BRICS, 2024). They also affirm in the Final Declaration:

We recall that the UNFCCC, including the annual Conference of the Parties (COP) sessions, is
the primary and legitimate international forum to discuss the issue of climate change in all its
dimensions. We are deeply concerned with attempts to link security with the climate change
agenda. We commend Egypt for hosting COP27 in Sharm El-Sheikh in 2022, where the Fund
for Responding to Loss and Damage was established, and the UAE for hosting COP28 in Dubai
in 2023, where the Fund was operationalized. We welcome the UAE Consensus achieved at
COP28, including the decision entitled “Outcome of the first global stocktake”, and the UAE
Framework for Global Climate Resilience. We express commitment to a successful COP29 in
Azerbaijan, with an expectation of strong outcomes on climate finance to developing countries,
as a critical enabler for delivering on the current and future nationally determined actions and
ambitions in mitigation, adaptation and loss and damage. We support Brazil’s leadership in
hosting COP30 in 2025 and welcome India’s candidacy to host COP 33 in 2028. (BRICS, 2024)
In BASIC, Brazil, South Africa, India and China have tried to coordinate their positions in the
Climate Change Conference of Parties (COPs). The group, therefore, was created precisely to
tackle the problems of climate change under the perspective of three great emerging countries,
deeply concerned with environment, but also with development. In the 2023 Joint Declaration,
the countries reaffirmed the importance of cooperation and worries on unilateralism to tackle
climate change. They also affirm (MRE, 2023):

To break inertia in climate action, Ministers agreed to strengthening BASIC leadership, by
launching a new vision on cooperation among BASIC from COP28 to COP30 and beyond that
encompasses: firstly, enhancing BASIC coordination on the international climate change
agenda, with a focus on the multilateral climate regime under UNFCCC; secondly, leveraging
their countries scientific and academic dialogue; and, thirdly, expanding joint action and
cooperation on sustainable development implementation and projects.

Besides the coordination in those groups, Brazil and China have showed great convergence in
economics and in terms of environment. Such convergence has stimulated economic
partnership in several economic projects on sustainability, especially in Brazilian territory.
Brazil is an especial country in the international environmental order. Its territory represents an
important source of carbon storage, and the country is an important producer of biofuels, which
contributes to energy transition. Brazil has a relatively clean energy matrix and a cleaner electric
matrix. Its position as the seventh emitter in the world is due to forest fires, especially illegal
fires in the North and Center of the country.

Cariello (2023) explains the Chinese investments in Brazilian sustainable projects based on the
convergence of agendas. Energy transformation, sustainability, and infrastructure quickly
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began to have a crucial role in the agenda of the two countries. The outflow of Chinese capital,
therefore, is a result of these trends, and the search for export hubs, new markets, and exchanges
of research and innovation was imperative. In this scenario, the Chinese challenges of
conquering new markets continue to combine with the Brazilian challenges of expanding
investments and increasing productivity. The data from this research demonstrate these efforts,
which have gradually materialized.

This perception of the Chinese foreign policy was developed in the last decades and results
from a substantial change in the environmental policy.

III. The Chinese Environmental Policy

This section will briefly explain the environmental governance and the changes in the Chinese
environmental policy from a defensive to an offensive perspective, offering technologies and
solutions in green energy, energetic efficiency and circular economy. Those changes can be
viewed both in domestic projects and in investments abroad, especially in the energy transition.

A. The environmental global governance

The way the international system is organized depends on the theoretical perspective adopted
as discussed in the introduction. In the tradition of international relations, the realist school and
derived schools (neorealism, offensive realism), starting from the Hobbesian conception of an
anarchic system, reduces relevant actors to States and expresses high skepticism regarding
international law, international organizations, and other forms of cooperation among States.
From this perspective, the idea of climate governance is problematic, as it relies on ineffective
instruments to pursue an idealistic cooperation between States for a common objective of
humanity.

In contrast to the realist tradition of international relations, liberalism and institutionalism
understand that the international system, although anarchic, can be ordered, governed by norms,
and managed through cooperation among actors. Derived from this liberal and institutionalist
tradition, the idea of governance arises from the condition of anarchy or the lack of defined
authorities in international society (Fioretos and Tallberg, 2020), combined with the constant
need for cooperation between state actors, which is facilitated and formalized by legal norms
and international organizations that share the spotlight with States in the international system.
Governance is defined in various ways in literature. Prominent authors have considered
governance as a non-hierarchical process by which society is shaped in the desired direction;
that is, it is about the relationship and cooperation between state and non-state actors in solving
social problems (Tosun; Schoenefeld, 2016; Ansell; Torfing, 2016). Focusing on the issue of
authority, Michael Ziirn (2018) understands global governance as the exercise of authority
beyond borders, based on consensual norms that extend beyond the territories of States.
Global climate governance can be better understood in a liberal or institutionalist perspective.
It involves a variety of participants, such as States, international organizations, subnational
entities, companies, epistemic communities, and civil society organizations. These actors,
despite their predominant differences, share the common purpose of providing appropriate
responses to the challenges posed by climate change at different levels (Tosun; Schoenefeld,
2016).
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Even though the first rules regarding the environment appeared at the beginning of the 20th
century, the United Nations Conference on the Human Environment (Stockholm Conference,
held in 1972), was a significant landmark in international environmental order. Relevant
subsequent events include the creation of the United Nations Environment Program (UNEP),
the publication of the report Our Common Future (Bruntland Report), the creation of the
concept of sustainable development and, most importantly, the United Nations Conference on
Environment and Development. In the conference, the United Nations Framework Convention
on Climate Change was established, which would be the leading international document to deal
with the problem of climate change.

The Kyoto Protocol is the first attempt to operationalize the UNFCCC by imposing obligations
on industrialized countries to reduce greenhouse gas emissions (UNFCCC, 2024a). The
Protocol introduces three market-based mechanisms for countries to use in parallel with their
national efforts: the Clean Development Mechanism (CDM), Joint Implementation (JI), and
International Emissions Trading (IET). Through International Emissions Trading, GHGs
became a new commodity (UNFCCC, 2024b).

However, despite the underlying intentions and some institutional evolution, the Kyoto Protocol
was extremely problematic, because it did not impose reduction duties on some of the most
significant GHG emitters. Countries that were major emitters and classified as developing
countries—such as Brazil, China, and India—did not have mandatory reduction targets.
Moreover, the United States, the largest emitter at the time, did not ratify the Protocol. As a
result of these arrangements and the absence of a key player, the Protocol only partially covered
emitting actors.

Additionally, the Kyoto Protocol had a limited timeframe. Initially, reductions were to be
implemented between 2005 and 2012. The second emissions period (2013-2020), contained in
the Doha Amendment, only came into force internationally at the end of 2020, with 147 Parties
depositing their instruments of acceptance, thus surpassing the minimum requirement of 144.
The provisions of the Protocol became ineffective after the implementation period, although
many parties based their national reduction policies on the commitments made in the document.
Setting a different system from the Kyoto Protocol, the Paris Agreement was adopted at the
United Nations Climate Change Conference (COP21) in 2015. It represents a legally binding
international treaty involving 196 Parties. Entering into force in November 2016, its global goal
is to limit the increase in global average temperature to below 2°C above pre-industrial levels,
with additional efforts to limit the increase to 1.5°C. Recently, world leaders have emphasized
the urgency of achieving the 1.5°C limit, highlighted by the United Nations Intergovernmental
Panel on Climate Change (IPCC) as crucial to avoid more severe impacts, such as droughts,
heat waves, and more intense rainfall events. To meet this goal, the Paris Agreement establishes
the need to peak GHG emissions before 2025 and reduce them by 43% by 2030. Representing
a landmark in the multilateral climate change process, the Agreement brings all nations together
in a united effort to combat climate change and adapt to its effects (UNFCCC, 2024c).

The Paris Agreement used the concept of National Determined Contribution (NDC). In practice,
the reduction targets were determined by each country, avoiding an external imposition. Such
targets are dynamic and can be revised periodically, according to the assessment of the country.
The revision can be explained, for example, by substantial changes in the technological
conditions of the country.
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Important developing countries, such as Brazil and China, stipulated targets for reduction and
to reach carbon neutrality. Brazil has a target of reducing its greenhouse gas emissions by up to
37%, compared to 2005 emission levels, by 2025. This target increases to a 43% reduction in
emissions by 2030. Carbon neutrality would occur around 2050. China has committed to
reducing CO2 emissions relative to GDP by 60% to 65% by 2030 (peak emissions) and
achieving carbon neutrality by 2060.

B. China Environmental Policy: domestic changes consistent with global norms

China's environmental policy has undergone substantial development in response to growing
environmental challenges. Such changes occurred concomitantly the increase of China’s
importance in international global order. Very rapidly China occupied a place as the second
largest economy in the world and first emitter of greenhouse gas. Its central role in the world
economy induced the country to appear as a natural leadership also in several international
regimes, including the environmental global governance.

The change in the Chinese environmental policy can be identified through a set of domestic and
international acts and documents. The first documents were aimed at changing some aspects of
the domestic policy, dealing usually with some specific problem. Chinese foreign policy has
incorporated such changes in the form of declarations, commitments and economic activities,
usually in the form of green investments in developing countries.

Environmental management in China was stimulated by Stockholm Conference (1972). In 1973,
China held the first National Conference on Environmental Protection. The event allowed the
constitution of a group of experts and officials under the State Council. The group published a
document in 1974 with recommendations of proactive policies on environmental protection.
According to the document, the environmental policy should be more than mechanisms to
control pollution (Ferreira, Barbi e Giesbrecht, 2016).

In 1984, China established the National Agency for Environmental Protection (NEPA) as the
responsible entity for coordinating environmental activities of the ministries. The creation of
the agency was a response to growing environmental degradation in diverse levels.

The cornerstone of China's legal framework for environmental management is the
Environmental Protection Law (1989). The regulation had four principles: coordination of
environmental protection, pollution prevention, responsibility of the polluter, and improving
environmental management (Ferreira, Barbi e Giesbrecht, 2016). In 2014, the law was revised,
and government authorities were empowered to impose severe penalties on polluters. It also
enhanced transparency and public participation in environmental protection efforts (Ministry
of Ecology and Environment, 2014). The law was particularly effective in increasing
accountability through the insertion of "polluter pays" principle (which is a principle explicitly
advocated by OECD), and enabling citizen litigation against violators (Zhang et al., 2018).

In the 1990s, China issued or revised several laws and regulations on environmental protection.
For example, the revision of the People’s Republic of China Code of Jury, in 1997, added the
possibility of punishment by fine for the existence of environmental damage in certain activities
and actions. The revision had the purpose of using criminal mechanisms to protect natural
resources and the environment (Ferreira, Barbi e Giesbrecht, 2016).

In 1998, NEPA was elevated to a Ministry: the State Environmental Protection Administration
(SEPA). In 2008, SEPA was replaced by the Ministry of Environmental Protection (MEP).
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MEP formulates and implements environmental policies. It encompasses Pollution Prevention
Councils in provincial, municipal and national levels responsible for complying with the
requirements of laws and the encouragement of adequate environmental behavior (Ferreira,
Barbi e Giesbrecht, 2016).

As in many countries, the local environmental problems were the first to cause political and
legal changes. In response to severe air quality problems, China approved regulations such as
Law on Prevention and Control of Atmospheric Pollution, National Air quality Standards,
Standards of Pollutants Emission in the Atmosphere for Thermal Power Plants. The Air
Pollution Prevention and Control Action Plan (2013) set specific targets for reducing pollutant
levels by 25% in the most significant metropolitan areas like Beijing by 2017.

The Chinese environmental policy regulated not only emissions, but advanced on many
environmental dimensions. The Water Pollution Prevention and Control Action Plan (2015)
targeted the cleanup of China's polluted water bodies. The document establishes specific goals
for reducing industrial discharges and improving water quality nationwide by 2020!. By the
same token, the Soil Pollution Prevention and Control Action Plan (2016) aimed to address
growing concerns over soil contamination, particularly in agricultural regions. It introduced
measures to rehabilitate contaminated sites and limit the use of harmful chemicals like
fertilizers and pesticides?.

The Five-Year Plans serve as overarching policy frameworks for China's development. The
13th FYP (2016-2020) emphasized green growth, energy efficiency, and reducing emissions?.
The 14th FYP (2021-2025) set even more ambitious goals for carbon neutrality, aligning with
China's commitment to peak carbon emissions by 2030%.

The National Climate Change Plan outlined China's strategies for reducing carbon intensity and
increasing forest cover. The plan was the foundation for China's participation in global climate
agreements, including its commitments under the Paris Agreement’. Some authors note that
China's climate actions under this plan helped stabilize its carbon emissions earlier than
expected (Xu et al., 2022).

C. Foreign Policy and Sustainability

China’s environmental policy is strongly integrated into its foreign policy: domestic
environmental goals are linked to global geopolitical strategies. This strategy can be seen in
several key areas, including the Belt and Road Initiative (BRI), climate diplomacy, renewable
energy exports, multilateral cooperation, and the promotion of the concept of Ecological
Civilization.

China is a party of several multilateral environmental agreements: Basel Convention on the
Control of Transboundary Movements of Hazardous Wastes and Their Disposal, The Cartagena

! More information about the Plan is available at: Available at:
https://english.mee.gov.cn/News_service/news_release/201504/t20150427 299595.shtml#:~:text=The%?20action
%20plan%20proposed%20that.level%2C%20the%200verexploitation%200f%20groundwater. Access 29 Oct
2024.

2 More information about the Plan is available at:
https://english.mee.gov.cn/Resources/Plans/Plans/201712/P020171213578786221890.pdf. Access 29 Oct 2024.

3 More information at https://en.ndrc.gov.cn/policies/202105/P020210527785800103339.pdf. Access 29 Oct
2024.

4 More information at https://en.ndrc.gov.cn/policies/202203/P020220315511326748336.pdf. Access 29 Oct
2024.

5> More information at https://policy.asiapacificenergy.org/node/3011. Access 29 Oct 2024.
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Protocol on Biosafety, Convention on International Trade in Endangered Species of Wild Fauna
and Flora (CITES), High Seas Treaty (BBNJ), International Convention for the Prevention of
Pollution from Ships (MARPOL), International Treaties and Cooperation about the Protection
of the Stratospheric Ozone Layer, Kyoto Protocol to the United Nations Framework Convention
on Climate Change, The Paris Agreement (United Nations Climate Change), Stockholm
Convention on Persistent Organic Pollutants (POPS), United Nations Convention on the Law
of the Sea (LOS), United Nations Framework Convention on Climate Change.

The BRI is a cornerstone of China’s foreign policy, focused on infrastructure and trade
expansion across Asia, Africa, Europe, and Latin America. Initially criticized for its
environmental impact, China has more recently sought to green the BRI by promoting
sustainable practices in energy and infrastructure projects. According to Teo et al. (2021),
China’s green BRI efforts align with its domestic environmental priorities while serving as a
tool to extend its global influence.

The Belt and Road Green Development Coalition (2019) tries to insert green projects into BRI.
This move is a strategic response to international criticism and a way for China to project itself
as a responsible global power. In countries such as Pakistan, Kenya, and Egypt, China has
supported renewable energy projects and green development while creating economic and
political ties with partner nations. The Energy Policy Institute at the University of Chicago
reports that China’s investments in clean energy in BRI countries contribute to global
decarbonization efforts, even as some projects continue to involve fossil fuels.

China, therefore, has taken a prominent role in global climate governance, especially after its
critical involvement in securing the Paris Agreement in 2015 (Xu et al., 2022). China’s
Nationally Determined Contribution (NDC) commits to reducing carbon intensity, expanding
renewable energy, and peaking carbon emissions by 2030. According to Economy, China’s
climate leadership reflects its foreign policy strategy of positioning itself as a key player in
global governance.

In 2020, President Xi Jinping announced that China aims to achieve carbon neutrality by 2060
(X1, 2020). This bold commitment, made at the United Nations General Assembly, underscores
China’s desire to lead on climate issues, especially at a time when the U.S. has fluctuated on its
climate commitments (Dai et al., 2022). Climate diplomacy has become a key tool for China to
foster relationships with Europe and developing nations, particularly island states that are
vulnerable to climate change. Zhang and Barr (2013) argue that China’s engagement in
multilateral climate platforms, such as the G20 and the UN Climate Change Conferences
(COPs), serves to bolster its soft power and leadership in environmental governance.

China’s dominance in renewable energy production is a significant component of its foreign
policy. The country is the world’s largest producer of solar panels, wind turbines, electric
vehicles, and other products vital for reducing global carbon emissions (IRENA, 2021).
Ugarteche e Leon (2022) note that China’s renewable energy industry is critical for its domestic
environmental goals and a vital tool of its foreign policy. It is an important topic of convergence
between Brazil and China in their environmental policy.

China has developed its technological leadership in green energy to build an international
influence, especially in developing countries. China helps several countries in transition to
cleaner energy systems, while also securing its own geopolitical interests. In Latin America, for
example, Chinese investments in renewable energy (wind, solar, biofuels) have consolidated its
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position as a key partner in the region’s energy transition (Ugarteche and Leon, 2022). This
strategy supports China’s foreign policy goals of increasing economic and political ties while
promoting sustainable development.

China aligns its narrative with the UN SDGs, enhancing its role in global sustainability efforts
(Yang et al., 2020). The promotion of Ecological Civilization (Chang, Liu and lan, 2023)
contributes to China’s soft power by showcasing its commitment to long-term environmental
stewardship and sustainable global development, which has gained recognition in forums such
as the World Economic Forum.

The foreign investment policy complements domestic efforts to sustainability. Unlike other
actors engaged in environmental global governance, China avoids a discourse condemning the
lack of efforts of other countries. China prefers to finance and invest in green projects,
especially in developing countries, creating demand for Chinese services and goods and helping
those countries with their efforts of mitigation.

IV. The Chinese Investments in Brazil: searching for green projects

In this section, the author will scrutinize the Chinese direct investments in Brazil, highlighting
the increasing importance of environment-related projects. To make an overview of the Chinese
investments, the author used consolidated investments data of Central Bank of Brazil (BCB),
which is responsible for control the entrance of foreign capital in Brazil. To have an updated
view and to identify the trend for the next years, the author used the announcements of
investments, collected in the annual reports of the Brazil-China Business Council (Conselho
Empresarial Brasil-China) and several websites.

A. Regulatory environment for foreign investments

As a rule, foreign direct investments must be registered, before the entry of funds into the
country, in the Electronic Declaratory Registration System, in the Foreign Direct Investment
module (RDE-IED), of the Central Bank of Brazil (BACEN), and are also monitored by the
National Monetary Council (CMN) and by the Securities and Exchange Commission (CVM).
The current foreign capital registration regime provides information to the BACEN.

However, there is no mandatory analysis or notification system applicable to foreign direct or
similar investments, with only specific restrictions depending on the sector involved (e.g.
financial services, rural activities, reinsurance, nuclear energy, postal services, aerospace
industry, oil and gas and communication services). For example, investments involving oil and
gas activities must be submitted for approval by the National Agency of Petroleum, Natural
Gas and Biofuels (ANP).

Although Brazil is attractive for sustainability projects, the country's regulation for this type of
investment is incipient. However, in the last years Brazil approved important regulations on
sustainable projects, notably regarding energy, fuels, transportation, and environment
investments.

In December 2018, Brazil approved incentives for the automotive sector (Rota 2030)9:
establishing exemptions from industrial product tax (IPI) for spending on research and
development (R&D). The program stimulates exporting vehicles and auto parts. Additionally,

¢ More information at https://www.gov.br/mdic/pt-br/assuntos/competitividade-industrial/setor-automotivo/rota-
2030-mobilidade-e-logistica. Access 03 Nov 2024
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Rota 2030 increases energy efficiency standards, structural performance, and the availability of
assistive technologies; grants exemptions for investments in R&D and manufacturing process
automation; stimulates biofuels use; and finances technical and professional qualification in the
mobility and logistics sectors.

In 2019, Brazil initiated the National Biofuels Policy (RenovaBio)’ to comply with its Paris
Agreement commitments through the stimulus of the expansion of biofuels in the energy matrix
and the decrease of greenhouse gas emissions. The policy determined annual national
decarbonization levels to be achieved for the fuel sector, allocated into compulsory individual
targets for fuel distributors. Compliance with the targets requires that fuel distributors purchase
Decarbonization Credits (CBIO), a financial asset available on the stock exchange since 2020
that derives from the biofuel production process certification and amounts to one ton of carbon
dioxide. The program achieved 85 per cent of its targets in 2021, which allowed the prevention
of the emission of 24 million tons of greenhouse gases and the trade of R$ 1.17 billion-worth
of CBIOs in the stock market.

In 2021, Brazil enacted Law 14,134/20218 to modify Brazil’s natural gas markets to foster
competition through the unbundling of production, transportation, and distribution of natural
gas, roles currently performed by Petrobras and regional gas monopolies. In the same year, the
government initiated the National Green Growth Program (Decree 11550/2021)°, which seeks
to provide financing and subsidies to stimulate sustainable economic projects and activities,
attribute priority to the granting of environmental licenses and create so-called “green jobs”.
With the incentive package, the purpose is to neutralize Brazil's carbon emissions by 2050. The
new program comprises national and international resources, public or private, reimbursable
and non-reimbursable, impact funds and risk investments. When launched, the program was
supported by lines of credit from public banks that totalize R$ 400 billion for sustainable
projects. The resources are applied to forest conservation and restoration, sanitation, waste
management, ecotourism, agriculture, renewable energy, and urban mobility.

Brazil also grants financing lines for renewable energy, such as the ones derived from the
Financing Fund for Acquisition of Industrial Machinery and Equipment (FINAME)’s low
carbon program'®, which establishes financing for the purchase and sale of solar and wind
energy generation systems, solar heaters, buses and trucks that are electric hybrids or powered
exclusively by biofuel.

In 2024, Brazilian Legislative approved the regulation of Sustainable Aviation Fuel. It is an
important step to consolidate the production and the consumption of SAF in the country. Brazil,
notably the State of Sdo Paulo, has a huge potential and several projects to produce SAP through
ethanol. The regulation will probably attract foreign investors to those projects.

7 More information at https://www.gov.br/anp/pt-br/assuntos/renovabio. Access 03 Nov 2024.

8 The full content of the law is available at: https:/www.in.gov.br/en/web/dou/-/lei-n-14.134-de-8-de-abril-de-
2021-312904769. Access 03 Nov 2024.

% More information about the Program is available at: https://www.gov.br/mma/pt-br/acesso-a-informacao/acoes-
e-programas/programa-projetos-acoes-obras-atividades/programa-nacional-de-crescimento-verde-2-1. Access 03
Nov 2024.

10 More information on the Program available at: http://www.planalto.gov.br/ccivil 03/decreto/1950-
1969/D55275 .htm. Access 3 Nov 2024.
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B. Chinese direct investments in Brazil

Despite the regulatory complexity and some institutional uncertainty in Brazilian economic
environment, the Chinese direct investments have grown strongly in the last two decades. In
the 1990°s the Chinese investments in Brazil were very small, almost irrelevant. Such a situation
changed in the 2000s. In 2010, the investments were US$ 8 billion. Ten years later the amount
of Chinese capital reached US$ 23 billion. In 2022, China is one of the most important investors
in Brazil, with almost US$ 40 billion, and 4,6% of share of total FDI in Brazil, considered only
investments directly controlled by Chinese companies.

China has more capital invested in Brazil than traditional economic partners and investors, such
as Japan and Germany. Additionally, an important part of the Chinese investments uses
partnerships with Brazilian companies, making difficult to identify the real values of the flows.
More impressive is the fast growing of the stock of investment in a decade. In 2010, the Chinese
companies had seven billion invested in Brazil. In twelve years, the amount increased five times.
Japan and Germany did not change their positions. France and United Kingdon increased a little.
The US also increased substantially its investments, but its performance was not so remarkable
as the Chinese.

The history of the Chinese investments in Brazil can be divided in four different moments
(Busilli and Jaime, 2021). In the first moment (until 2010), the Chinese investments were
focused on the production of strategic raw material, such as soybeans, crude oil, and iron ore.
In that moment the investments were deeply related to the bilateral trade, specially to the
products imported from Brazil. In other words, China focused its investments to increase the
trade flows of the products imported from Brazil.

In the second moment (2011 to 2013), the Chinese companies tried to explore more the
opportunities of Brazilian market, advancing to the sector of durable consumer goods. The
automobile, auto-parts, telecommunication and electronic sectors can be highlighted. In this
second moment, many Brazilian companies (especially in the State of Sdo Paulo, which have
the most important manufacture activity in Brazil) were bought by more efficient Chinese
companies.

The third moment occurred in 2013 and 2014 with investments focused mainly on the financial
sector. Those investments were aimed specially at the promotion of renminbi and the facilitation
of trade flows. It was a part of the Chinese strategy to be less dependent of dollar, and to make
feasible trade flows with strategic partners without using dollar.

In the fourth moment (2014-2018), large Chinese state companies (State Grid and Three Gorges)
invested in power generation, especially in transmission and distribution. Such investments
were linked to renewable energy, but the environmental purpose was not so clear. At the end of
the fourth period, the sustainable nature of the Chinese investments became more evident, with
projects or railways and clean energy.

A fifth moment (2018-2024) can be added to such periodization of Chinese investments. Such
a moment has similar characteristics to the previous one, with several projects on electrical
generation, transmission and distribution; However, in this recent moment, several other
sustainable projects gain prominence, such as wind and solar power plants, electric vehicles
and batteries, railways and trains.
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In the database of Central Bank of Brazil (BCB)!!, that has only the consolidated investments,
the areas with more Chinese investments are those related to auto-parts. The China National
Chemical Corporation, for example, has an important participation in the market of pneumatic'?.
The companies controlled by the Chinese conglomerate have more than 15.000 workers in
Brazil, and their activities are located mainly in the metropolitan region of Sao Paulo.

There are also Chinese companies that manufacture other car components, such as electric and
mechanical parts, wheels, tires, safety components. Zhengzhou Coal Mining Machinery Group
and China Jialing Industrial Company are examples of enterprises specialized in auto parts
stablished in Brazilian territory.

In the BCB database there are also important Chinese investments in the sector repair services
for telecommunication and electrical appliances and agriculture products, such as seeds and
fertilizers. The investments in technical services are necessary because of the increasing
presence of electronic products in Brazilian market. Mobile phones, notebooks and several
other products are largely bought by Brazilian consumers, and such products usually require
periodical technical assistance.

It is important to highlight that the data of Central Bank refers only to effectively materialized
investments until 2022. Therefore, the database does not identify those investments that
occurred in 2023 and 2024, in process of internalization or merely announced. To identify those
investments, the author used other sources. Additionally, the BCB database does not identify
some kinds of investments with the participation o Brazilian partners, especially if those local
partners control the joint venture. Many Chinse investments have such characteristic and
because of it they are not explicitly in the BCB database.

The Brazil-China Business Council (Conselho Empresarial Brasil-China) publishes annually a
report with a detailed analysis of the Chinse investments in the year. Through such report, we
can identify the most recent movements of Chinese companies and the trends for the next years.
Moreover, the reports have data on Chinese investments per sector, region and country. There
are also details of the investments in Brazil, showing the regions and states that attracted more
Chinese capital.

C. Chinese Investments in Sustainable Projects

China's status as the largest global investor in renewable energy is reflected in its diverse range
of ventures in Brazil. These include significant investments in hydroelectric plants for the
generation, transmission, and distribution of electricity, as well as initiatives in solar and wind
energy, electric batteries, photovoltaic panels, electrified cars, and projects aimed at
manufacturing wind turbine propellers and processing lithium and iron phosphate. The
initiatives demonstrate China's commitment to Brazil's energy transition agenda, which has
been a consistent presence since 2010.

Cariello (2024) explains that the stock of Chinese investments in Brazil (2007 and 2023) totals
USS$ 73.3 billion, with 264 confirmed projects. If only announced initiatives are considered,
investments would have the potential to reach US$ 123.2 billion, with 342 projects. During this

1 The report on Foreign Direct Investment in Brazil is available at:
https://www.bcb.gov.br/publicacoes/relatorioid. Access 20 Oct 2024.

12 Details about the Chinese companies in Brazil are available at https://www.gov.br/mdic/pt-
br/assuntos/camex/investimentos-estrangeiros/investvis. Access 20 Oct 2024.
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period, the rate of effective Chinese investments in Brazil reached 60% in terms of value and
77% when analyzed by the number of projects.

Considering only implemented projects, the electricity sector attracted the largest share of
Chinese investment in Brazil between 2007 and 2023, receiving contributions totaling US$33.2
billion, equivalent to 45% of the total. Investments in these areas were made mainly by Chinese
central state-owned companies (e.g. State Grid, China Three Gorges, whose entry into the
country was mainly due to successive exploration auctions held by the federal government
(Cariello, 2024).

Bearing in mind that the Brazilian electrical matrix is one of the cleanest in the world (Cariello,
2024; TAE, 2024), the investments in electricity can be almost automatically characterized as
green investments. Further analysis just confirms the hypothesis, because the Chinese
investments relate mainly to hydropower, wind and solar energy, besides projects of
transmission and distribution.

In the same document (Cariello, 2024), the green energy projects and other sustainable projects
(e.g. railways) attracted the most part of Chinese investments in Brazil in 2023. Almost 72% of
the Chinese investments for 2023 were directed to green energy and related sectors, 16% more
than in 2022 and the highest share recorded since the beginning of the historical series in 2007.
An important part of Chinese investment in sustainable projects is the result of the activity of
giant state companies such as State Grid, which has a strategic role in the transmission and
distribution of electricity. State Grid was the big winner of the electricity transmission auction
held in December 2023 by Aneel (National Electric Energy Agency). The company won the
largest lot ever offered in history, which alone will require BRL 18.1 billion in investments
(Campos Jr, 2024).

By the same token, Chinese company CRRC and the Brazilian company Comporte won the
auction to build and operate the train line that will connect the cities of Sdo Paulo and Campinas.
The project involves an investment of BRL 14.2 billion. CRRC is also considering investing in
a train factory in the interior of Sao Paulo (Governo do Estado de Sdo Paulo, 2024).

The State Power Investment Corporation of China (SPIC) announced an investment of BRL
780 million in the construction of two wind farms in the Northeast and the inauguration of two
large solar energy projects. SPIC's wind farms will have a combined installed capacity of 105.4
megawatts (MW), with their energy sold on the free market, and will be located in Touros (RN).
The solar energy projects, located in Piaui and Ceara, total 738 megawatts-peak (MWp) of
power and have SPIC as the main investor, with a 70% stake (Infomoney, 2024).

Important Chinese private companies also announced investments green projects. BYD, for
example, announced an investment of BRL 5,5 billion in a plant in the state of Bahia, to
manufacture two different models of electrical vehicles (Anversa, 2024). Great Wall Motor
(GWM), the largest Chinese carmaker with 100% private capital, announced an investment
of BRL 10 billion to produce electric vehicles, such as SUVs and pickups. Hexing announced
an industrial project to invest in the production of inverters for photovoltaic energy in the
Manaus Free Trade Zone.

There are many other examples of sustainable projects with Chinese investment in Brazil. The
trend results probably from a combination of factors: excess of resources of Chine companies,
expertise in these kinds of projects, existence of partners and projects in Brazil. However,
considering the dual nature of Chinese external investments (economic and geostrategic), it is
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also clear that such investments have a role in the Chinese plans for environmental global
governance.

V. Conclusion

The Chinese investments in Brazil have grown and diversified consistently in recent years. One
significant trend is the growing Chinese investments in environmental sustainability, especially
renewable energies and energy transition. Such trend is part of a convergence in the
environmental agenda of the two countries and also a expression of the broader plan of China
for the global governance.

China's environmental policy is intricately linked to its foreign policy, serving as a strategic
tool to advance its global influence. China integrates its environmental goals with its broader
geopolitical strategies through initiatives such as the Green Belt and Road Initiative, climate
diplomacy, renewable energy exports, and multilateral environmental cooperation. These
efforts enable China to strengthen international partnerships, enhance its leadership in global
environmental governance, and promote its vision of sustainable development on the world
stage.

This article tried to demonstrate that China's increasing investments in Brazil are part of a
broader strategy to establish global leadership in the green transition towards a decarbonized
global economy. China's domestic and foreign policies have evolved from a defensive stance
to a proactive one favoring the green transition. By accepting international commitments and
seeking innovative technical solutions, China has emerged as a leader in the environmental
order.

China's policy of international investments in sustainable projects is a practical manifestation
of its leadership in the environmental sphere. Unlike other major players, such as the European
Union, China is actively implementing the green transition through robust domestic and
external investments in green infrastructure and renewable energy.

In such a pragmatic strategy, Brazil has an important role. The country converges with China
in many aspects of global governance. Besides, Brazil is an ideal partner to receive investments
for the green transition. The country has projects, expertise and natural conditions for a large
set of initiatives related to green transition. The characteristics of the recent Chinese
investments in Brazil demonstrate that China realized Brazil's privileged position in terms of
sustainability, and want to cooperate deep the cooperation, which will reinforce its position as
a leader in the global environmental order.
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