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ABSTRACT 

In December 2020, the Comprehensive Agreement on Investment (CAI) 

was agreed upon in principle by the European Union and the People's 

Republic of China, with potential effects on environment protection, 

considering its provisions on specific environmental sectors and on 

sustainable development principles. The ratification of the Agreement is 

currently challenged, not least by EU-China sanctions imposed in March 

2021; nonetheless, the CAI encompasses positive and innovative elements in 

terms of environmental regulation. This works aims to provide an analysis of 

several views on the relevance and effectiveness of the CAI in terms of 

sustainable development and to assess whether the Agreement may have a 

beneficial impact on environment protection, if it eventually enters into 

force. 

 

Abbreviations and acronyms 

CAI – EU-China Comprehensive Agreement on Investment 

EU – European Union 

P.R.C. – People’s Republic of China 

SIA – Sustainability Impact Assessment 

TNO – Netherlands Organisation for Applied Scientific Research 

UNEA – United Nations Environmental Assembly 

UNEP – United Nations Environment Program 

UNESCO – United Nations Educational, Scientific and Cultural 

Organizations 

UNFCCC – United Nations Framework Convention on Climate Change 
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1. Introduction 

 
The Comprehensive Agreement on Investment (CAI) was agreed upon in 

principle by the European Union and the People‘s Republic of China, with 

relevant potential effects on environment protection, considering its provisions 

on specific environmental sectors and on sustainable development principles. 

 

The ratification of the Agreement is currently challenged: some European 

Parliament members has opposed its approval, invoking environmental and 

human rights issues; moreover, in March 2021, EU-China sanctions slowed down 

the approval process, and in early May 2021 the Commission announced it 

suspended efforts to ratify it. 

 

Nonetheless, positive considerations on the Comprehensive Agreement on 

Investment in terms of sustainable development and environment protection 

can be made: namely, the attention to expert opinion in drafting the final text; 

the inclusion of detailed environmental provisions, that follow elements featured 

in the EU mainstream sustainability agenda and in China's Fourteenth Five-Year 

Plan; lastly, the fact that the text was agreed upon in principle before the 

sanctions, and that the approval may be only temporarily suspended. 

 

This report, mainly based on official legal documents, reports and press releases 

by European Union institutions and by the Ministry of Foreign Affairs of the 

People‘s Republic of China, provides an analysis of several views on the 

relevance and effectiveness of EU-China Comprehensive Agreement on 

Investment in terms of sustainable development, and assesses the potential 

impact of the Agreement on sustainable development in terms of environment 

protection.  

 

2. Environment protection in the EU-China Comprehensive 

Agreement on Investment 
 

The political agreement to promote and facilitate EU-China investments 

officially dates back to February 14, 2012, when the Premier of the P.R.C. Wen 

Jiabao, the President of the European Council Herman Van Rompuy, and 

President of the European Commission José Manuel Barros, met in Beijing, for 

the 14th EU-China Summit. The Joint Statement issued on that occasion was the 

first step towards the first round of negotiations, launched in January 2014. In 

2016 an agreement on the scope and establishment of a joint negotiating text 

was reached, and negotiations continued until December 30, 2020, when the EU 

and China, after thirty-five rounds of negotiations, announced an agreement in 

principle on investment – the text was published by the European Commission 

on January 1, 2021. 
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Environmental provisions have been key elements throughout the negotiations, 

as it is evident in analysing the Joint Statements of the EU-China Summits from 

2012 to 2019:  

 

1. The Joint Statement of the 14th EU-China Summit of February 2012 

mentioned the importance of a continuous dialogue and cooperation on 

specific environmental issues, including climate issues, water pollution, 

waste policy, heavy metal pollution, green strategy, energy development, 

and cooperation on carbon capture and storage; 

2. The Joint Statement of the 15th EU-China Summit of September 2012 

mentioned EU-China joint efforts „to tackle global challenges such as 

[…] sustainable development, environmental protection, climate change, 

food and water security, energy security […]“; 

3. The Joint Statement of the 17th EU-China Summit of June 2015 

mentioned EU-China commitment „to tackle jointly the multiple 

challenges related to energy security, global energy architecture, climate 

change and environmental degradation“, and to exchange „best practices 

regarding issues such as climate change, environment/biodiversity“; 

4. The Joint Statement of the 20th EU-China Summit of July 2018 

highlighted the necessity to cooperate on environmental sustainability 

and protection, and on fighting against climate change; 

5. Lastly, the Joint Statement of the 21st EU-China Summit of April 2019 

underlined EU-China commitment „to respond to the threat of climate 

change to reinforce their cooperation on pollution-related issues, on the 

clean energy transition“, and „on green finance […] towards a more 

environmentally sustainable economy“. 

 

The reasons why the Comprehensive Agreement on Investment is relevant for 

environment protection are twofold: on the one hand, the Agreement explicitly 

includes market access commitments on environmental services, including 

sewage, solid waste disposal, cleaning o exhaust gases, nature and landscape 

protection, sanitation and other environmental services; on the other hand, 

sustainable development is embedded in their investment relationship, though 

transparency mechanisms, explicit commitments to continue multilateral 

dialogue, to implement the Paris Agreement and to maintain high standards of 

environment protection.  

 

The CAI mentions the „environment“ (intended as natural environment), 

„sustainability“, „sustainable development“ and „climate“ in the Preamble, in 

Section I, in Section III, in Annex to Section III (which lists environmental sectors 

concerned), in Section IV, in the Institutional and Final Provisions, and in both EU 

and China Reservations. In the Preamble, the EU and the P.R.C. declare their 
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determination „to strengthen their economic, trade and investment relations in 

accordance with the objective of sustainable development, and to promote 

investment in a manner supporting high levels of environmental […] protection, 

including fighting against climate change“, and „taking into account the relevant 

international standards and agreements“. In Section I, Article 1, they mention the 

right to regulate the protection of the environment; In Section III, Article 2, they 

declare that „in establishing the rules for the selection procedure, each Party 

may take into account legitimate public policy objectives, including 

considerations of […]the protection of the environment“. 

 

Section IV is particularly relevant, since it dedicates six Articles to the topic of 

environment protection related to investments, namely in Sub-Section 2 – 

Investment and Environment. Article 1 recognize to each Party the „right to 

regulate“, namely „the right of each Party to determine its sustainable 

development policies and priorities, to establish its own levels of […] 
environmental protection“, adopting and modifying its internal regulations 

accordingly and consistently with its relevant international commitments. 

 

According to Article 2 on levels of protection, each Party shall encourage „high 

levels of environmental protection“, „effectively enforce its environmental laws 

and shall not derogate from them, and they „recognise that is inappropriate“ to 

use domestic law „weakening or reducing the levels of protection“ in order to 

encourage investment; moreover, the principle of non-discrimination and good 

faith shall be taken into consideration while applying domestic environmental 

laws and making „decision regarding the allocation of resources“, and in the 

Institutional and Final Provisions the Party also agree that each may adopt or 

enforce „environmental measures which are necessary to protect human, animal 

or plant life of health“.  

 

According to Article 5, the Parties shall facilitate and encourage investment 

favoring green growth, and cooperate on the matter. Articles 3, 4 and 6 highlight 

the relevance of dialogue and cooperation on investment-related environmental 

issues, with a particular emphasis on a regular exchange of information „on 

their respective situation and developments“, and on bilateral and multilateral 

environmental agreements, programs, and mechanisms, including the UNEA, the 

UNEP, the UNFCCC, and the Paris Agreement. Notably, in the Institution and 

Final Provisions, Sub-section 2, Article 1, the Parties also agree to have „a 

regular dialogue with non-state stakeholders in a balanced representation of 

economic, environmental and social interests“. 

 

Lastly, there are a few reservations from both Parties regarding environmental 

services: in the EU, with respect to national treatment, Sweden made a 

reservation on the accreditation to perform control services of exhaust gas, and 
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Slovakia made one on the processing and recycling specific categories of waste; 

China did not set any limitation on market access for environmental services, 

with a remarkable noteworthy exception regarding „environmental quality 

monitoring and pollution source inspection“. 

 

The EU-China Comprehensive Agreement on Investment is not into force as of 

May 2021. The text has been agreed upon in principle, it is currently undergoing 

a legal scrubbing in the EU, after that it will be translated into all official EU 

languages, then it will be formally submitted to the Council of the European 

Union for approval and to the European Parliament for consent. The process 

was originally expected to be completed by the end of 2021. In the China, in 

accordance with the Law of the People's Republic of China on the Procedure of 

the Conclusion of Treaties, the Ministry of Foreign Affairs will submit the 

agreement to the State Council for examination and verification, after that „the 

State Council in conjunction with the Ministry of Foreign Affairs shall make a 

recommendation and draw up a draft treaty or agreement of the Chinese side 

and submit it to the State Council for examination and decision, and the 

ratification will be decided upon by the Standing Committee of the National 

People‘s Congress“ (official English translation by the National People's 

Congress). 

 

3. Negative considerations  
 

EU- China Comprehensive Agreement on Investment, considering its text, its 

negotiation process and its future outlook, has both negative and positive sides 

in terms of sustainable development and environment protection. 

 

On the negative side, doubts have been raised about the CAI effectiveness when 

it comes to sustainable development considered not only as „development 

which meets the needs of current generations without compromising the ability 

of future generations to meet their own needs“ (World Commission on 

Environment and Development 1987), but also, more extensively, as a principle 

that encompasses and balances economic, environmental, social and cultural 

needs (many international organization and agencies, including UNESCO, use 

definitions including these four dimensions). Moreover, reciprocal EU-China 

sanctions, imposed since March 2021, have frozen the approval process of the 

Agreement, hindering any potential beneficial outcome of the Agreement on the 

environment.  

 

Some scholars and European Parliament members question Chinese 

„commitments in the areas of climate change, corporate social responsibility, 

the environment and labour rights“, arguing that the wording used in bilateral 

agreements is often „aspirational“ and „non enforceable“, thus it may not 
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necessarily be „susceptible to leading to the outcome expected by the 

EU“ (Grieger 2021), and that „it is impossible to rely on goodwill to implement 

commitments“ (Godement cited in Grieger 2021). The effective implementation 

is even more questioned since China excluded "environmental quality 

monitoring and pollution source inspection" from the list of environmental 

services encompassed by the CAI. Some also criticize the fact that the 

Agreement does not mention relevant and recent documents regarding 

environment-related investments, for instance the EU's Taxonomy for 

Sustainable Activities and China's Green Bond Endorsed Projects Catalogue 

(Zhang 2021). 

 

Moreover, the effectiveness of the specific arbitration and consultation 

mechanism is questioned, since the regular „path for dispute resolution and 

enforcement does not apply to items falling under sustainable development, 

such as corporate social responsibility, environment and labor“ (Godement 

2021). In fact, an Investment Committee and a political working group jointly 

lead by EU and China will monitor the implementation and enforcement of the 

Agreement, while a specific working group operating through expert 

consultations will monitor the part regarding sustainable development, a 

different system compared to the one used in other EU investment agreements 

(Grieger 2021). François Godement of the Institut Montaigne explains that if, on 

the one positive side, transparency is a core principle of such arbitration and 

consultation system, on the negative side, appeal, sanction and enforcement 

mechanisms are not provided for, leaving to the political process, instead of the 

legal one, the burden to solve potential shortcomings over the implementation 

of key issues. 

 

The last negative side regards recent sanctions imposed by the European Union 

on Chinese individuals and entities, followed by sanctions imposed by China. On 

March 22, 2021, the Council of the European Union announced the imposition 

of restrictive measures on eleven Chinese individuals and four Chinese entities 

accused of being „responsible for serious human rights violations and abuses in 

various countries around the world“, making allegations of human right issues in 

Xinjiang (Council of the European Union 2021). On the same day, the Foreign 

Ministry Spokesperson announced sanctions on ten individuals (including seven 

members of the European Parliament members, three members of national 

parliaments, and two members of the European Commission) and their families 

as well as four entities „on the EU side“ accused of „severely harm[ing] China's 

sovereignty and interests and maliciously spread lies and disinformation“, thus 

prohibited from entering the country and restricted from conducting business 

in China, together with „companies and institutions associated with 

them“ (Ministry of Foreign Affairs of the P.R.C. 2021). Sanctions slowed down 

the approval process and on May 4, 2021, the European Commission‘s Executive 
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Vice-President, Valdis Dombrovskis, in an interview to Agence France Press 

observed that „We cannot ignore the wider context of relations between the 

EU and China“, that the ratification of the Agreement „will depend really on 

how broader EU-China relations will evolve“, and eventually commented: „We 

now in a sense have suspended […] political outreach activities from the 

European Commission side“ (Dombrovskis cited in Euronews 2021). Observers 

note that, while the EU „didn’t sanction any central Chinese institution that 

deals with or implements foreign policy“, on the contrary „China‘s sanctions list 

included the Political and Security Committee of the Council of the EU […] and 

the Subcommittee on Human Rights of the European Parliament“, with 

inevitable and automatic effects on the likeliness of an approval of the CAI on 

the European Union side (Brînză 2021). 
 

4. Positive considerations  
 

Despite the negative aspects mentioned in the previous part, there are relevant 

positive sides and elements that show that challenges may be overcome:  

 

1. First, the Sustainability Impact Assessment in support of an Investment 

Agreement between the European Union and the People's Republic of 

China, a technical report presented to the European Commission in 

2017, has been carefully taken into account for the redaction of the CAI;  

2. Secondly, for the first time China has included detailed provisions on 

environment protection linked to labor rights in a bilateral trade 

agreement, such as the right to regulate and binding commitments to 

environmental standards;  

3. Lastly, many EU officials recognize that, notwithstanding sanctions, the 

Agreement would be useful in settling asymmetries in the EU-China 

markets. 

 

First, in November 2017, the Directorate-General for Trade of the European 

Commission published the final report „Sustainability Impact Assessment (SIA) 

in support of an Investment Agreement between the European Union and the 

People's Republic of China“, jointly prepared by Ecorys Netherland, Oxford 

Intelligence, TNO, and Reichwein China Consult, a report that identified relevant 

environmental challenges for the CAI, from the perspectives of both technical 

experts and stakeholders. The SIA, on the hand, recognizes that there is room 

for improvement regarding environment protection in China and that it needs 

to strengthen policy implementation on the issue; on the other hand, it 

highlights that the CAI is likely to lead to positive outcomes, namely:  

 

1. „Stakeholders expect the EU companies to apply more environmentally 

friendly technologies than currently in use in China after the conclusion 
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of this agreement“ and, in general, they expect increased foreign 

investment to "lead to an improvement of environmental quality in 

China“;  

2.  The SIA expected the CAI to include a chapter on sustainable 

development – as mentioned above, in the final CAI text, Section II 

dedicates the six Articles Sub-Section 2 to the specific topic of the 

relation between investments and environment;  

3. The Agreement may have potential „greening effects due to 

technological spill-over [including] transfer of clean technologies; 

technology leapfrogging; spill-over to domestic firms“, even if 

technological spill-over may not be equally significant in both sides;  

4. The SIA recognized Chinese „ambitious targets for green investments 

aimed at tackling significant environmental challenges“ in its Five-Year 

Plans since 2011 and the introduction of „a variety of policies and 

regulations“ in specific environmental services, such as the recycling 

system; 

5. Lastly, the SIA highlights that CAI is, in general, not likely to cause 

environmental degradation, based on a list of specific indicators 

(European Commission 2017). 

 

Secondly, it is important to notice that the CAI encompasses detailed provisions 

on environment and labor, which is not common in a bilateral investment 

agreement on investment with China, and it extensively makes reference to 

specific multilateral agreement and commitments, as highlighted by KPMG China 

in the report "Impacts of the EU-China Comprehensive Agreement on 

Investment" in 2021 (KPMG 2021). In fact, the CAI encompasses key 

environmental and sustainable provisions, that are in line with the current EU 

mainstream sustainability agenda, including for instance the right to regulate, as 

well as binding commitments to environmental standards.  

 

European negotiators stated that it may be China‘s „most ambitious agreement 

ever concluded with a third country“ (Godement 2021), considering the dispute 

arbitration and resolution mechanisms contained in it, and considering also the 

relevance of core values related to sustainable development and environment 

protection that are not vaguely mentioned, as it is the case in other similar 

bilateral agreements concludes by China. Instead, environment protection is a 

core value of the agreement, indicating that not only EU is making efforts to 

purse a sustainable agenda, but also China is taking significant steps towards 

international cooperation on the matter, in line with its national agenda set 

through Five-Year Plans and with official declarations in international arena, 

notably the speeches President Xi Jinping made on September 2020 at the 

General Debate of the 75th session of the United Nations General Assembly, 

and on April 2021 at the Leaders Summit on Climate on Earth Day.  
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Lastly, regarding the effects of sanctions on the Agreement, there is still room 

for a settlement of the current situation, since, as affirmed by Vice-President 

Valdis Dombrovskis, in the interview of May 4, 2021, „In any case, the underlying 

reasons for the agreement [...] are still very present, there is always an 

asymmetry in relations [with China]. This agreement would help us resolve this 

asymmetry“ (Dombrovskis cited in Euronews 2021). Moreover, the Parties set a 

deadline of two years from the signature of the agreement to complete 

separate negotiations, therefore, if tensions were to decline in the coming 

months, leading to the withdrawal of sanctions, there may still be an opportunity 

for the CAI approval process to resume. 

 

5. Conclusion 
 

The EU-China Comprehensive Agreement on Investment may have significant 

beneficial effects on environment and sustainable development, as it contains 

specific and detailed provisions on the matter, it stresses the importance of 

cooperation and dialogue at both bilateral and multilateral levels, and it reaffirms 

Chinese and EU commitments related to international agreements and 

commitments on environment protection and climate change.  

 

On the one hand, the approval of the CAI is challenged by oppositions by some 

European Parliament members that affirm that Chinese commitment on 

sustainable development intended in its broader sense – thus, inclusive of four 

dimensions, namely economic, social, environmental and cultural – may not be 

reliable or sufficient, external monitoring system are not provided for, and 

arbitration measures may be ineffective in case a dispute arise. Moreover, EU-

China sanctions, implemented in March 2021, hinders the approval process.  

 

On the other hand, the text agreed upon on December 2020 shows that the 

CAI is relevant in terms of sustainable development, since, as recommended by 

stakeholders and technical experts, it includes detailed provision on 

environment protection (more detailed than any bilateral investment agreement 

concluded so far by China), and it is in line with the mainstream sustainability 

agendas of both the EU and China. Moreover, although the approval process has 

been temporarily suspended due to sanctions, if tensions were to decline in the 

coming months, it would still possible to resume it and to continue a dialogue 

on strategic and common economic and environmental interests. 
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