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CHAPTER 1

Introduction

Alessandro Golombiewsks Teixeira and Aaron Schneider

China has sought to occupy a more prominent global position without
upsetting existing international relationships. This has been especially
true in Latin America, where the US continues to dominate regional
relations as a result of geographic proximity and historical engagement,
among other reasons. Still, China is already the top trading partner or
among the top trading partners for every country in the region, espe-
cially as Chinese growth outpaced the West in the aftermath of the 2008
financial crisis, and China has continued to act as the motor for the
international economy after the onset of the 2019 pandemic. Increas-
ingly, Chinese capital rivals Western-dominated multilateral, bilateral, and
private lenders and investors in the region. To make sense of Chinese
“going out” and the response from Latin America, the current project
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invites experts on China and Latin America to engage with the meaning
of Chinese engagement, the responses from Latin American countries,
and the potential scenarios moving forward. In particular, the project
argues that room exists for positive-sum outcomes, but only under certain
conditions that depend on the actions of China, the United States, and
especially countries and subregions within Latin America.

Some have viewed Chinese integration with Latin America as a threat
to US influence. Others have argued that China threatens to repeat
the most extractive and interventionist elements of neocolonial rela-
tions. Some portray China loosening traditional conditions on trade and
capital, while others note that Chinese engagement is not without its own
conditions, different but no less significant, that those of traditional part-
ners. The current project argues that a complete understanding of the
future of Chinese-Latin American engagement will depend on the partic-
ular patterns of economic and political integration that occur with each
country and subregion, and within particular sectors. Increased intercon-
nection with China is bound to happen, and its exact form will depend
on actions by China, the US, and each Latin American country.

Because they have different endowments and histories, the countries
of Latin America present varied images when engaged with China. In
economic terms, Brazil, Argentina, and Mexico represent larger and more
complex actors, while Andean countries present particularly commodity-
dependent export profiles. The small countries of Central America present
unique geopolitical challenges given their proximity and historical rela-
tion to the US, while the Caribbean offers a subregional dynamic that
surpasses the characteristics of each individual country. Further, swings in
government and electoral cycles, including pendulum swings to the right
during the previous decade, and more recent swings back to the left, alter
the political scenario in ways that shape and complicate short-term trends
across the continent.

This edited volume seeks to offer sectoral, subregional, and national
accounts of the ways in which Chinese engagement with Latin America
will shape the regional and global order. What is happening in terms of
trade? What is happening in terms of infrastructure? What is happening in
terms of finance? In what ways can major regional actors, such as Brazil or
Mexico, shape their relationship with China, and what room do smaller
actors, such as Andean countries, Central American countries, and the
Caribbean have to secure relationships beneficial to all parties? Finally,
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how can deeper engagement between China and Latin America occur in
ways that the US does not perceive as threatening?

Under the right conditions, the rise of China can promote shared
solutions to thorny global problems as well as a world order charac-
terized by genuine cooperation among great powers. By making this
argument, the current volume stands apart from many contemporary
analyses of Chinese emergence. The crux of the argument depends not
on any singular actor alone, but rather the new relationships between
great powers, such as China and the US, and lesser powers, such as the
countries of Latin America and the Caribbean. To achieve a cooperative
world order, countries like those in Latin America and the Caribbean are
essential contributors, as they can help to temper unnecessary competition
between great powers like the US and China. Yet, Latin American and
Caribbean countries can only fulfill this function if they act collectively
and with a degree of autonomy, shaping a new world order that includes
agency for lesser powers and cooperation and positive-sum outcomes
among great powers.

Before making this argument in the rest of this volume, it is important
to examine the economic and geopolitical changes that have occurred in
recent decades, as well as the particular position of peripheral and semipe-
ripheral countries such as those in Latin America and the Caribbean.
This discussion will be the focus of the next section, followed by a brief
review of current literatures on Chinese relations with Latin America
and the Caribbean. Next, this chapter emphasizes the methodological
leverage obtained with attention to three elements: Chinese economic
and policy development, variations across the countries and subregions of
Latin America and the Caribbean, and key historical and sectoral charac-
teristics of Chinese engagement. An overview of the organization of the
book ends this introductory chapter.

EconoMic AND GEOPOLITICAL CHANGE

The last several decades have been characterized by a heightened period
of international integration, creating space for the emergence of new
economic and political actors, foremost among them, China (Li 2012).
Integration has been driven by policy changes, such as deregulation and
liberalization; technological changes, such as information and communi-
cation technologies; and geopolitical changes, such as the fall of the Soviet
Union and the incorporation of former Soviet states and China into the
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world market economy (Fukuyama, 1992). Raw materials extracted in
one place were transformed into intermediate goods in another, assem-
bled into commodities in another, and consumed in yet another, creating
a chain of value that encompassed the globe. Globally integrated value
chains drew far-flung geographic regions closer together, increased flows
of capital, expanded trade, and generated immense wealth. Among the
greatest beneficiaries of the expansion, in terms of a shifting global role,
was China, which had opened its economy in the 1980s and reoriented
toward export-oriented industrialization, rapidly becoming among the
largest economies on the planet.!

Yet, the period of globalization was also fraught with challenges.
A transnational capitalist class came to coordinate global value chains,
creating a globalized world for the rich, but excluding most of humanity
from the benefits (Robinson 2015). Soaring inequality left consumers
unable to absorb the commodities generated in the newly productive
global without ever larger infusions of credit (Piketty 2017). For a time,
Chinese trade surpluses were recycled in Western financial centers to
sustain consumer credit, but the crisis of 2008 exposed the vulnerability
of bubbles to sustain global value chains dominated by finance (Varoufakis
2015).

The early 2000s also exposed the fragility of the unipolar moment of
US hegemony after the end of the Soviet Union. Almost as predicted by
great power theorists (Kennedy 1989), the US succumbed to a paroxysm
of imperial overreach in Afghanistan and Iraq, exhausting its capacity to
act unilaterally across the globe. China came to occupy a pivotal role in
several regions, certainly in its near neighborhood of East Asia (Li 2010),
and quickly came to be among the most important trading partners
and sources of capital for regions farther afield, including Latin America
(Gallagher and Porzecanski 2010).

The world order taking shape since 2009 is marked by several elements
of significance when considering Chinese relations with Latin America.
First, while China recovered quickly by raising domestic incomes and
reorienting some of its production to the home market, Western central

1 The exact placement of China among the top economies of the world depends on
the use of nominal GDP, real GDP, GDP at purchasing power parity, or other measures.
It is not our interest here to lead the reader into a discussion that has agitated the
current academic circles, but to say China has grown significantly and markedly among
all countries in recent decades.
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banks sought to prop up finance-dominated value chains and stock
markets with massive infusions of credit. Second, much of this cash went
into new technologies, as platforms and data came to dominate drivers
of growth, with questionable impacts on democracy (Zuboff 2020) and
employment (Acemoglu 2021). By reinvesting its trade surpluses, China
joined in the reorientation toward technology, lifting research and devel-
opment to bring its own economy to the edge of the tech frontier
and investing in infrastructure to link other countries, including Latin
America, into value chains coordinated and led by Chinese actors (Wen
2020).

It is in this context that Latin American and Caribbean relations with
China fit into a new world order. It is not clear that China poses or
wishes to pose a challenge to US dominance in Latin America, and it
would appear that China most of all does not wish to challenge the capi-
talist order in the region (Bernal-Meza and Xing 2020: 4). Yet, Chinese
development has propelled its relations with Latin America in two ways
that cannot help but alter international relations. First, Latin America and
the Caribbean have increased their trade, especially the export of raw
materials, to satisfy expanding Chinese industrialization and consump-
tion. Second, by penetrating Latin America, China occupies space that the
United States previously dominated but has neglected in recent decades
(Ellis 2009).

In the last decade, Chinese GDP per capita has expanded an average
of 9.9% annually. This expansion has drawn on Latin American and
Caribbean raw materials, and engagement has rapidly deepened in other
ways as well. In addition to becoming the top or among the top trading
partner of the countries in the region, China is also one of the most
important investors. Part of the expansion in investment can be under-
stood as China’s need to “go out,” with an important result that Latin
American countries have alternative sources of finance, bearing different
conditionalities, and perhaps providing greater policy space for individual
Latin American and Caribbean governments (Jenkins 2019).

President Xi Jinping signaled Chinese eagerness to deepen relations
with Latin America during the inauguration of the Forum of China and
the Community of Latin American and the Caribbean States (China-
CELAC Forum) in 2014 in Brasilia. He promised Chinese commitment
to boost trade, investment, and technological cooperation, noting that
China’s demand for agricultural products, mining, and investment in
industry, infrastructure and energy will remain high in the coming
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years. In total, 24 bilateral forums between China and Latin America
and the Caribbean have occurred, and eight more are proposed.”? Of
particular note, the ministerial meeting of the China-CELAC Forum
of 2018 included the presentation of the Belt and Road Initiative and
a Joint Chinese, Latin American and Caribbean States Action Plan
2019-2021. As proffered to Latin America and the Caribbean, the Belt
and Road Initiative prioritized computer technology, network commu-
nication, internet of things, and artificial intelligence, accelerating the
development of digital connectivity in the region. Similar to the dynamic
provoked with its regional neighbors, China seeks to project the image of
“flying geese,” in which a lead economy pulls along its partners, shifting
technological advances to them to raise their productivity and living stan-
dards and pressuring home economy firms to upgrade further (Akamatsu
1961).

EXISTING LITERATURE AND MISCONCEPTIONS

Despite the growing Chinese interconnectedness with Latin American
and Caribbean, scholars, professors, researchers, businessmen, and diplo-
matic personnel lack reliable, in-depth, high-quality analysis of the rela-
tions between China and Latin American countries. In particular, there
has yet to be a nuanced consideration of the socioeconomic varia-
tions within Latin America, and what those variations mean for Chinese
engagement (Serbin 2022). Southern Cone countries are different from
Andean countries are different from Central America are different from
the Caribbean are different from Mexico. Further, each of the coun-
tries and subregions varies in terms of its existing integration with the

2 The ongoing Forums are China-LAC Infrastructure Cooperation Forum, China-LAC
Business Summit, High-Level China-Latin America Investment and Cooperation Forum,
China-CELAC Infrastructure Cooperation Forum, China-Caribbean Economic and Trade
Cooperation Forum, China-CELAC Forum of Ministers of Agriculture, China-CELAC
Science, Tech, and Innovation Forum, China-CELAC Digital Technology Anti-Epidemic
Cooperation Forum, China-CELAC Poverty Reduction and Development Forum, China-
LAC Martial Arts Exchange Forum, China-LAC Think Tanks Forum, China-CELAC
High-Level Academic Forum, China-CELAC Local Government Cooperation Forum,
China-LAC People’s Friendship Forum. The newly proposed ones are China-CELAC
Space Cooperation Forum, China-LAC Legal Forum, China-CELAC Digital Technology
Cooperation Forum, China-CELAC Transportation Cooperation Forum, China-CELAC
Private Sector Cooperation Forum, China-CELAC University Dean Forum, China-LAC
Youth Development Forum, and China-LAC Media Forum.
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US, calling for additional nuance in terms of the triangular relationship
between China, the US, and Latin America. To fill this gap in under-
standing, we have collected contributions from Chinese, Latin American,
and North American scholars addressing historical, sectoral, regional and
national dimensions of Chinese-Latin American engagement.

The growing role of China in Latin America and the world is one
of several momentous changes facing the international system. In the
past two decades, China has become a motor of international growth,
increasing its need for raw materials and commodities, strengthening the
integration of China and Latin America, and promoting growth in the
region (Santiso 2007). Further, the last decade has seen a rapid expan-
sion in other forms of integration, as Chinese investment in much-needed
infrastructure and production has interwoven Chinese capital with Latin
American ventures (Gallagher 2016; Ray et al. 2017). While the begin-
nings of a political economy understanding of Chinese relations with
Latin America are coming into view, there remains limited coverage of the
variations within Latin America and what that means (Stallings 2020).

To understand the factors driving Chinese engagement with Latin
America, one aspect that deserves attention is the evolution in China’s
own development and foreign policy strategy. As China’s growth and
modernization has accelerated, it has needed to “go out,” forcing it
to seek inroads in Latin America (Roett and Paz 2008). At least part
of that is a need for natural resources, and that has certainly shaped
Chinese foreign trade and investment patterns (Xu 2017). But, there
is also increasing diversification in the nature of Chinese engagement,
reflecting a maturing of Chinese development and its engagement with
Latin America (OECD/CAF/UN 2015). As Chinese engagement has
become more complex, it has adopted a more complex set of strategies
and relationships with the region (Fornés and Philip 2012; He 2012).

Chinese emergence also reshapes Latin American relationships with
other parts of the world, especially the US, which has a long history in the
region. China has generally avoided direct confrontation with the US in
the region, looking for opportunities to engage without upsetting existing
international relationships (Strauss and Armony 2012). In recent years,
China has been less quiet in its engagement, and some in the US have
been convinced all along that Chinese engagement represents a threat to
the US (Ellis 2005, 2009, 2014). Still, there is evidence to demonstrate
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that Chinese capital offers alternatives to capital from the West, particu-
larly in terms of the kinds of conditions attached to loans and investment
(Kaplan 2021).

METHODOLOGY

This book explicitly seeks historical, sectoral, national, and subregional
perspectives, and it is worth considering the methodological considera-
tions that entered the choice of cases and comparisons. Contact between
China and Latin America and the Caribbean may have entered a quali-
tatively new phase, but it is not completely unprecedented. We include a
historical chapter at the start to frame the current moment in its histor-
ical context. In particular, Chinese engagement with Latin America and
the Caribbean builds on decades of South-South and semiperiphery—
periphery contacts. While this history has the potential to mobilize norms
of solidarity in international relations, such an ideology has not yet
resonated significantly among Latin Americans (Katz 2021).

The sectoral comparisons emphasize the need for a relational under-
standing of Chinese-Latin American engagement.® Instead of the bilateral
and subregional actors that take center stage in the second section, the
sectoral focus emphasizes the relation between China and Latin America
in critical sectors, in which the unit of analysis is the relation that char-
acterizes economics, development models, infrastructure, trade, foreign
policy, and the geopolitical triangle with the US. By looking across
sectors, we come to an understanding of the overall relationship between
Latin America and the Caribbean and China. We believe that the historical
and sectoral stories told in this volume change the narrative on China-
Latin American relations and the implications for regional and global
order. Chinese engagement is happening, and it cannot be prevented
or reversed, nor should it be. Improved outcomes for China, for Latin
American and Caribbean countries, and for the US are possible. Certain
problems can only be solved through international collaboration, and
relationships built on cooperation among the great powers in the Latin

3 International relations has increasingly elaborated relational approaches, in which the
specific characteristics of actors (such as countries) can be read and understood through
“connections, ties, transactions, and other kinds of relations among entities” (Jackson and
Nexon 1999).
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American context could be a boon to cross-regional issues such as poverty,
peace, and climate.

We also dedicate the second half of the volume to national and subre-
gional case studies. We recognize the variations that exist within Latin
America and the Caribbean, and we select cases to offer representative
coverage of subregions, even as we emphasize individual cases. From the
Southern Cone, we explore Brazil. From the Andes, we explore Peru.
In North America, we choose the only Latin American country, Mexico.
Central America includes case studies of individual countries but treats the
subregion as a whole. Because the section focuses on individual country
and subregional cases, it emphasizes the policy and strategic actions to
be taken to achieve collaborative and positive-sum benefits. Two seem-
ingly contradictory behaviors stand out for Latin America: coordination
and autonomy. Latin American and Caribbean countries can exert the
greatest degree of leverage and present the most attractive partnership to
great powers if they coordinate their actions. Further, while many have
worried about renewed dependence as great power rivalry plays out in
the region, Latin American and Caribbean countries have most to gain if
they can maintain a degree of autonomy. Indeed, the chapters argue that
it is in the interest of the great powers to encourage Latin American and
Caribbean countries to both coordinate among themselves and retain a
degree of autonomy such that they can check the worst excess of great
powers in the international arena.

By exploring historical and sectoral issues, the volume offers analysis
and advice to improve Chinese policy, US policy, and Latin American
policy. By understanding regional and national differences, the volume
tailors advice to specific contexts. Together, the chapters offer coherent
social science analysis, policy frameworks, and empirical detail to under-
stand and navigate increased Chinese engagement with Latin America and
the Caribbean.

ORGANIZATION OF THE BooOk

After this introduction, the book is organized into two sections: (I)
Sectoral and Historical Issues and (II) Regional and National Issues.
We believe there are multiple ways of looking at the nature of Chinese
engagement with Latin America and Caribbean, and it takes the partial
views available from different sectoral and national vantage points to
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understand both the particularities of each case as well as the sum of the
parts.

The first section begins with a historical chapter written by Rafael Ioris
and Marco Cepik. Ioris and Cepik argue that Chinese contacts with Latin
America and the Caribbean long predate US dominance within the hemi-
sphere, and the current uptick in Chinese engagement occurs atop this
prior contact. As a result, the chapter argues that despite the impor-
tant potential for rivalry between a rising Chinese power and existing US
power in the region, a recuperation and appreciation of Chinese history
in the region can soften the perceived inevitability of conflict. Further, an
understanding of Chinese trade, migration, and South-South historical
contact can orient engagement toward positive-sum outcomes for China,
the US, and the region.

The next chapters maintain the general observation that sector by
sector, the potential for collaborative outcomes of interest to China and
Latin America are possible under certain scenarios. In a number of cases,
these scenarios also require a shift in approach toward and from the
United States. Chapter two focuses on Chinese Economic Policy, in which
Mathilde Closset, Cecilia Plottier, and Zebulun Kreiter especially high-
light the role of Chinese Foreign Direct Investment (FDI). They trace
the increase in FDI to shifts in Chinese international economic strate-
gies, including also a shift from an initial focus on extractive industries
to a wider breadth of sectors and countries. The chapter ends with
an identification of the challenges and the opportunities presented to
Latin American and Caribbean countries by shifts in China’s development
strategy, the Belt and Road Initiative, and its Health, Green, and Digital
Silk Road components.

Chapter 3, by Menghuai Xiang and Mingyuan Li, considers rela-
tions with Latin America in terms of shifting Chinese development
models. After the reform and opening up of the 1970s and 1980s, China
vigorously implemented an export-oriented trade strategy and achieved
economic take-off in a relatively short period of time, achieving a qual-
itative leap in relations with Latin American, especially after China’s
accession to the WTO. In response to the crisis of 2008, China shifted
away from a purely export-oriented model and toward a “double-cycle”
development model including technological development and focus on
its own domestic market, and this shift was quickly followed by an inter-
national complement in the Belt and Road strategy in 2013. Current
relations with Latin America and the Caribbean include strengthened
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cooperation especially around the infrastructure of the Belt and Road,
opening room for China to disseminate its development strategies to
Latin American countries. Consistent with this view, the next chapter
on Chinese foreign policy by Marco Cepik and Cui Shoujun notes that
Chinese foreign policy has become more comprehensive and assertive
since 2014. The chapter explores China’s grand strategy and the institu-
tional setting for foreign policy definition in China. Contextual analysis
with a principal-agent model analyzes implementation costs, especially
with respect to the case of the CELAC-China Joint Plan of Action for
Cooperation on Priority Areas (2019-2021). Of particular note, the
chapter echoes a theme that will reappear in several cases and sector,
regional integration and coordination, through regional multilateral insti-
tutions, remains an important and uncertain condition to positive-sum
outcomes in relations with external great powers, including China.

The next chapters address issues of infrastructure and trade. Alessandro
Teixeira and Nicolas Azocar explore in depth the Belt and Road Initiative
(BRI). They argue China’s Belt and Road Initiative has arrived in Latin
America and the Caribbean, provoking changes to international coop-
eration, with potential improvements in connectivity and reductions to
infrastructure gaps. However, the BRI raises concerns about the lack of
information and transparency, the asymmetrical dependent relationship,
and the potential lack of coordination and competition among countries
rather than exploring cross-regional projects. The chapter begins with
a consideration with why the BRI is crucial for China and explores the
extent to which Latin American regional cooperation might influence the
Chinese approach to the region.

Wenyin Cheng and Zhenyu Jiang evaluate trade patterns between
China and Latin American economies, with a specific focus on three
periods: the period before the opening up of China’s economy; 1978
to the year of China’s accession to the WTOj; and the period after 2001.
The chapter explores major policies and mutual visits of political leaders
during these periods to show the subjective motives of the governments
to build mutually beneficial relations. In weighing the empirical evidence,
the chapter finds more evidence of trade complementarity than competi-
tion, including evidence that exchange is moving toward a “flying geese”
model, with China as the head pulling along Latin American and the
Caribbean.

Finally, the section ends with an exploration of the geopolitical rela-
tions organized by the triangular relation between China, the US, and
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Latin America by Louis W. Goodman and Aaron Schneider. This chapter
argues that China and the United States have important opportunities
to collaborate in Latin America to advance the fortunes of countries in
the region and to find shared outcomes on issues such as climate, peace,
and development. Yet, achieving these outcomes will require a change
in perspective on the part of all actors within the triangle. The current
moment is characterized by relatively conflictual relations between China
and the US and major divisions among Latin American and Caribbean
countries. Consistent with the themes raised in previous chapters, coun-
tries in the region can achieve more significant advance if they operate
collectively and if the US and China cooperated around those issues on
which they share goals.

The second section of the book focuses on regional and national issues,
including five chapters selected to capture distinct dynamics operating in
different parts of the region. The chapter on Central America, from Aaron
Schneider and Henrique Estides Delgado, takes a subregional approach,
addressing all six of the Central American countries, while the other
chapters draw a single example from various regions, including North
America (Mexico), the Southern Cone (Brazil), and the Andean region
(Peru). On Central America, Schneider and Delgado argue that shared
economic and strategic interests lie in a medium-term approach focused
on structural change. Central America needs to upgrade the value of its
exports, increase domestic consumption, especially for the most vulner-
able, and advance regional integration. China could help by absorbing
more Central American exports and helping to balance trade; invest
in infrastructure, firms, and activities to encourage higher value-added
exports; encourage the structural changes that raise domestic consump-
tion, especially by the poorest; and invest in infrastructure that contributes
to greater regional integration. Similar to earlier chapters, to take advan-
tage of opportunities requires integration and collaboration among the
Central American countries and can come to resemble the flying geese
model that has served East Asia so well.

In a chapter on the vicissitudes of Mexico-China relations, Luz Marfa
Gallardo Castro and Juan Carlos Morales Marcucci review changes over
the last decade, with an emphasis on the canceled Mexico-Queretaro
Train and the Dragon Mart Project. Chinese infrastructure projects
have represented a particular level of socioeconomic interaction and
complexity, with potential for cooperation and development for the
future, but the potential for trade and investment engagement must
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be understood in the context of these significant cancelations. During
the twenty-first century, the People’s Republic of China has intensified
its relationship with Mexico; becoming Mexico’s second largest trading
partner after the United States, but Mexico’s close relationship to the US
perhaps complicates the possibilities of any deeper interaction.

In their chapter on Sino-Brazilian relations, Jorge Arbache and Gabriel
Condi note that China has been Brazil’s largest trading partner since
2009, with a growing level of foreign direct investment. The chapter
includes an historical perspective, discussing the range and nature of
China-financed projects in Brazil over time, as well as the impact of
the Chinese economic growth for Brazil. The study identifies strategic
sectors with greatest potential to strengthen bilateral relations, including,
but not limited to, value-added manufacturing production, green growth,
education, science, technology, and innovation. The chapter is relatively
optimistic in terms of positive-sum outcomes for Brazil and China but
acknowledges the ongoing dispute for influence between the United
States and China in Brazil and throughout Latin America, as exemplified
by the experience with the COVID-19 pandemic.

The book ends with a final chapter taking a close look at Peru
with comparisons to a host of similarly positioned countries from other
regions, including the Philippines, Malaysia, and Indonesia. The chapter
builds on the growing consensus among scholars that national and subna-
tional dynamics in host countries matter to BRI projects and the different
inflows of Chinese capital in general. By examining China’s investments in
Peru’s extractives sector and a growing number of Chinese infrastructure
projects, the chapter illustrates host country agency when interacting with
the Chinese state and its firms. Despite China’s overwhelming economic
weight, host country actors have always mattered and play a role in
shaping the progression or cancelation of deals, forcing Chinese leaders
and firms to negotiate and seek agreement from national and subnational
leaders, agencies, and communities in host countries.
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Sectoral and Historical Issues
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CHAPTER 2

History: The Long Trajectory
of a Relationship yet to Be Fulfilled

Rafuel R. Lovis and Marco Cepik

INTRODUCTION

The first two decades of the twenty-first century led to a growing aware-
ness, mixed with rising concern, about the emerging presence of China
in the now-called Global South, particularly in the region traditionally
seen as secured to US hemispheric hegemony: Latin America. China has
indeed changed its foreign policy dramatically over the last 50 years—
from restrained engagement in global affairs to increasing assertiveness in
bilateral negotiations, regional block formation, and the very reframing
of the international postwar order—demanding new, retrospective and
prospective, reflection. But, even though the impact of these events has
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become the topic of growing scholarly interests, more often than not,
analyses have been defined by anxiety about diminishing US influence in
the region rather than evidence-based understandings about the actual
dynamics of China-Latin American relations.

Setting the stage for this volume, which innovates in its focus and inter-
disciplinary approach, the present chapter critically reviews the historical
trajectory of interactions between China and Latin America. State-to-
state relations structure the analysis, but other dimensions are included
whenever possible. Given its synthetic nature, though, we selected what
we believe are some of the central actors and events that helped define
relations over time. Though no exhaustive account could be provided
within the constraints of the present piece, we are confident that it
provided the background and the main contours capable of illuminating
the thematic and country-based analyses offered in the ensuing chapters
in this much-needed volume.

TRACING THE ROOTS OF A WINDING
BUT EMERGING RELATION

The first point to understand about Chinese-Latin American relations is
that they are not as new as they may seem. Chinese-New World trade
relations helped define the course of the global economy since Euro-
pean incursions in the continent that came to be known as Latin America
started taking place five centuries ago. Initially guided by the search
for Asia, these expeditions incorporated new territories into European
empires and Trans-Pacific trading routes, especially the one connecting
Acapulco to China via the Manila Galleon (or Nao de China), played a
significant role in making the colonial project economically viable (Hearn
and Leon-Marinquez 2011). What is more, colonial trade based on New
World exploitative activities, above all mining, helped create the underpin-
nings of what was to become globally connected trade networks, mainly
by providing silver as the first global currency (Spate 1979: 161; O’brien
2005).

In the nineteenth century, the Western hemisphere’s overt and formal
Chinese presence diminished for internal reasons on both sides of the
Pacific. On the one hand, Latin American new republics (except for
the Brazilian empire) were ensnared in domestic concerns about setting
up viable political and economic institutions and cultural and diplo-
matic procedures, mainly by attempting to mimic the emerging European
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nation-state system. On its part, China was focused on consolidating its
territorial expansion into border areas in East and Central Asia (Bello
2016). This path of inwardness became even more accentuated in the
second half of the century and early part of the twentieth century when
China became mired in internal conflicts created on the throes of Western
powers’ neo-colonial incursions (Wahed 2016).

But, whereas government-level interactions decreased, this was a time
when more intense migratory experiences between China and different
parts of Latin America occurred. Well-established migratory networks
were consolidated, especially with Peru, Cuba, Mexico, and Brazil, even-
tually leading to the formalization of new diplomatic relations with several
countries in the region at the turn of the century. In 1810, the Portuguese
authorities contracted several hundred Chinese workers to remedy the
labor shortage and plant tea in Rio de Janeiro. In the Spanish-speaking
new countries, and the remaining Spanish colonies in the Caribbean, espe-
cially Cuba, toward the end of the nineteenth century, more than 300,000
Chinese “coolies” made their way under different labor contracts (Chou
2002; Moura 2012; Bueno 2021).

Domestic strife defined much of the first half of the twentieth century
in China. It would take the expulsion of Japanese troops in WWII and
the victory of the Communist forces in 1949 for major domestic conflicts
to be somehow resolved (Clubb 1964). In different phases and through
multiple approaches, the new People’s Republic of China (PRC) tried to
move beyond the unusual lack of Chinese relevance in the world that had
marked the previous 100 years by reversing lackluster diplomatic relations.
And though this goal was initially hamstrung by Cold War policies, partic-
ularly from the Truman and Eisenhower administrations, China managed
to push its way into global spheres of power (Gunter 2020).

At first, conservative ruling elites in Latin America were hesitant to
have formal relations with Communist China. The Taiwan issue served as
a proxy for diplomatic recognition across the region, along with trends
unfolding in international organizations and largely under guidance from
Cold War policies from the region’s historical hegemon. Only Cuba, after
its revolution in 1959, would establish formal relations before the 1970s,
even though this was not a crucial move to legitimate the PRC in Latin
America since the new Cuba regime remained aligned with the USSR
after that country and China drifted apart over Cold War’s strategies
in the early 1960s. Thus, despite growing economic ties and reciprocal
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interest, cross-Pacific relations were weighted more heavily toward poli-
tics for much of the Cold War. The Chinese tried to win the friendship
of a broad cross-section of Latin Americans with an approach based on
an appeal to actual and alleged similarities in history, goals, and inter-
ests, primarily defined by the overarching and loosely defined goal of
overcoming the condition of underdevelopment at home and imperialism
abroad (Ratliff 1972).

It was only in the 1970s, after Nixon’s strategic overture to China,
that formal diplomatic relations would slowly start taking place on the
part of Latin American nations. Yet, though moving toward pragmatic
engagement with the United States, during much of that decade, China
continued to support causes of the developing world and to hold good
relations with leftist regimes in Latin America, such as Salvador Allen-
de’s Chile and Luis Echeverria’s Mexico, particularly in regards to their
defense of what later be known as the promotion of a New International
Economic Order (Shixue 2008: 29; Thornton 2011). Conversely, several
Latin American governments moved to support China’s re-entry into
the United Nations in 1971. The Chinese Cultural Revolution derailed
some of the emerging ties between China and Latin America, but polit-
ical and economic exchanges were resurrected by the mid-1970s when
Argentina, Brazil, Chile, Mexico, and Peru formally recognized the PRC
and normalized diplomatic relations with Beijing (Shixue 2001).

Using its new status as an emerging power, throughout the decade,
China continued to voice political support for Latin American issues of
sovereignty, economic justice, and the right to self-determination (Wise
and Ching 2017). And, even though Beijing sought to navigate its
growing presence in the Western hemisphere in a way not to confront
US historical hegemony directly, the PRC’s ideologically driven foreign
policy provided limited but important support to Maoist guerrilla forces
in the region, especially in Peru, Bolivia, Brazil, Mexico, and Colombia.
In this sense, much of Cold War China’s influence in Latin America
was more ideological and, often through non-official, left-wing opposi-
tion groups than with ruling governments in Latin America. The new
China indeed represented both a model for revolutionary changes in the
periphery and an alternative of development beyond the constraints of the
bipolar world for Latin American revolutionaries or more tamed progres-
sive forces. Consequently, in addition to propaganda materials received
in large numbers in local leftist organizations, such as unions and small
but assertive break-away revolutionary parties, these efforts involved the
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visits of thousands of Latin Americans to China, as well as multiple venues
for cultural initiatives promoting good-will relations between non-official
reciprocal organizations (e.g., different chapters of the Chinese-Latin
American Friendship Association).

To be sure, by then the PRC could not compete with the Soviet
Union’s ability to provide assistance to Latin American Communist
parties and Castro’s Cuba. As a result, Beijing was relegated to splitting
Communist parties in an effort to weaken the international position of
the Soviet Union (Mora 1997). Chinese involvement in Latin America
after the Communist Revolution was thus gradual, and official state policy
instructed that China should not impose excessive requirements on the
relationship and the role of people-to-people relations to circumvent
Cold War constraints in between 1949 and early 1970s (Bingwen et al.
2011). These were uniquely important courses of action at a time when
formal diplomatic relations were significantly curtailed by US pressure and
submissive right-wing dictatorships, particularly in the Southern Cone.

Things started changing after 1976 when the promotion of revolu-
tionary ideas was incrementally curbed by the dramatic shift in domestic
and foreign policy directives coming out of the PRC leadership after
Chairman Mao’s death. Foundational for the changes that ensued in the
following years was the Third Plenary Session of the Communist Party
of China’s Eleventh National Congress in 1978. Under Deng Xiaoping,
major new policies were implemented, which sought to promote a
new approach to pursuing the goal of enhancing China’s role in the
world. Thus, gradually, the PRC started moving away from an overt
path of solidarity with the Third World, as prescribed by Mao’s Three
Worlds Theory, toward focused economic reforms structured along with
a growing economic integration of the country in the global capitalist
economy.?

LA classic piece on this Johnson, C., 1970. Communist China and Latin America,
1959-1967, New York: Columbia University Press. A more recent and insightful analysis,
based on personal accounts and cultural history elements, is offered by Rothwell, M.,
2013. Transpacific Revolutionaries: The Chinese Revolutions in Latin America, New York:
Routledge. See also: Ferry, M.M., 2000. China as Utopia: Visions of the Chinese Cultural
Revolution in Latin America, Modern Chinese Literature and Culture, vol. 12, no.2.
pp. 236-269.

2 Details can be found in Shixue, J., 2008. The Chinese Foreign Policy Perspective,
pp. 30-33.
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As will be detailed in the next section, in the following four decades,
Chinese-Latin American relations experienced their most transformative
and consequential years. Policies toward Latin America became increas-
ingly more relevant in China’s global overtures. The region became a
fruitful ground for Chinese ever more pragmatic courses of action, which
emphasized economic issues and attempted to expand political or diplo-
matic ties with multiple regions of the world. To be sure, especially in the
last years of the twentieth century, China grew ever more economically
intertwined with, or even dependent on, the United States market and
sources of capital and technology, making itself more vulnerable to polit-
ical and economic pressures from Washington—a course of integration in
the global economy that will have impacts in Chinese diplomatic efforts
to this day. In effect, in order to reduce these very same vulnerabilities,
in July 1991, China embarked on a well-publicized export diversifica-
tion drive that resulted in a remarkable expansion of Sino-Latin American
interactions. Ten Latin American presidents from eight countries and
eight prime ministers and vice premiers from six nations visited China.
Additionally, foreign ministers from fifteen nations and thirty legislative
delegations from fourteen countries visited Beijing. Chinese diplomacy
reasserted its interest and focus on LA, consolidating diplomatic and
trade relations with several countries, a path that deepened rapidly during
that transformative decade, including through Latin American regional
organizations such as Mercosur (Mora 1997: 48; Bingwen et al. 2011).

The new direction from the leadership that came to power upon
Chairman Mao’s death did, in the long run, help redefine the shape of
the global economy and its geopolitical dynamics. Yet, until recently, this
new direction was based on the notion that a country’s relationship with
the United States lies at the core of its external relations, and anything
considered detrimental to the stability of relations between China and
the United States would often be sacrificed (Yu 2015). In fact, for much
of the last 20 years, important American and Chinese analyses of China’s
intensification of relations in Latin America tended to see those develop-
ments mainly in relation to the United States presence and interests in
the region rather than as an opportunity for pursuing engagement along
more constructive lines with the governments and peoples of this region
(Arnson et al. 2014; Hongbo 2011).

It is not entirely clear whether these prospective assessments shall mate-
rialize, as much of it will depend on dynamics still unfolding in a rapidly
changing global, regional, and even domestic landscapes. What is certain
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is that China’s accelerated engagements with the global economic and
multilateral system in the last 30 years have reshaped the course of what
was at first widely perceived as a unipolar global order. The path of these
developments and their impacts in Latin America detailed in the next
section.

THE END OF THE COoLD WAR, A NEW CENTURY,
AND THE PosSSIBILITY OF A NEw HistoricAL CHAPTER

The growing Chinese relevance for Latin America was defined by factors
taking place on both sides of the Pacific. Upon the demise of the Cold
War and Deng Xiaoping’s southern tour (1992) in the aftermath of
the Tiananmen crisis, the Chinese leadership increased China’s engage-
ments across the globe. Culminating with the “Go Out” Policy in
1999 and China’s accession to the World Trade Organization (WTO) in
2001, China’s role in the world underwent significant changes. Profound
transformations were also occurring in several parts of Latin American
at this very time, especially in countries transitioning from dictatorial
regimes (such as Argentina, Brazil, Peru, Uruguay, and others), as well as
more autarkic economic systems in places like Mexico, as well as, again,
Brazil, and Peru. Together, all these regional nations were embarking
throughout the 1990s on the turbulent and painful neoliberal course of
opening up their economies to global market forces under the promise
(largely unfulfilled, at least for Latin America) that a more interdepen-
dent, globalizing world economy would benefit all willing to integrate
themselves in global commodity chains and financial flows.

In the first decade of the twenty-first century, the two most striking
features of Latin America’s international relations were the new region-
alism promoted by the center-left governments of the so-called pink wave
and China’s growing presence and importance for the region. Both were
facilitated by the retreat of the engagement of the United States, mainly
occupied with the interventions in Afghanistan and Iraq, in the context
of the long “Global War on Terror.” China’s growth created alternatives
to the US-led neoliberal experiences with globalization prevailing in the
1990s and early 2000s (Roett and Paz 2008: 16).

In economic terms, China used its foreign reserves, investment
capacity, and domestic market opening to sustain high growth rates. The
country’s foreign reserves have increased since 2001 to over USD three
trillion. Chinese banks hold more than USDI15 trillion in deposits. As



26  R. R. IORIS AND M. CEPIK

a result, PRC’s originated foreign direct investment (OFDI) increased
from USD 35 billion in 2003 to 92 billion in 2007. The Gross Domestic
Product (GDP) in constant dollars (1990) increased from 2.2 trillion in
2000 to 6.1 trillion in 2010, when China became the world’s second-
largest economy (The World Bank 2021). China’s economic growth
has fueled a strong demand for commodities, and trade with LAC, for
instance, increased 22-fold between 2000 and 2012, from USD 12 billion
to over USD 270 billion. And though Latin America was not at the center
of its priorities in 2001, by the end of Hu Jintao’s time as CPC and
PRC leader, China’s growing influence in the region had largely reshaped
the national and international economic dynamics in the area. For once,
China became an increasingly important creditor and investor for the
region’s various eConomic sectors.

While Chinese Outflows of Foreign Direct Investment (OFDI) to
Latin America were limited until 2010, focusing on energy and mining
sectors (Chen and Ludena 2014), there were significant increases in its
role as the region’s financier and investor. Research by the Inter-American
Dialogue and Boston University found that Chinese state-to-state finance
has exceeded the combined sovereign lending from the World Bank and
the Inter-American Development Bank (IDB) since 2005 (Ni 2019).
The 2008-2009 financial crisis negatively impacted all countries in the
region, but mainly Mexico and other countries with growth dynamics
more dependent on the US economy. By the end of the decade, China
had become the largest trade partner for Brazil, Peru, and Chile. Country-
level chambers of commerce with China in different countries also became
prominent.

Accompanying the increasingly intense economic relations, new bilat-
eral and multilateral diplomatic arrangements were developed between
China and Latin America in the first decade of the century. In 2008, at
the onset of the global economic crisis, China released its first official
policy on LAC, pledging to strengthen cooperation (PRC Government
2008). China also became a full member of the Inter-American Devel-
opment Bank (IDB) in 2008 (Shambaugh 2011). In 2009, along with
Lula da Silva (Brazil), Dmitry Medvedev (Russia), and Manmohan Singh
(India), Hu Jintao formally initiated what would become the BRICS
Forum (South Africa joined in 2010) (Yanran 2016). Between 2001 and
2012, the PRC signed Free Trade Agreements (FTAs) with Chile (2009)
and Costa Rica (2007). It also upgraded its bilateral relations with Brazil
to “Global Strategic Partnership” (2012).
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Along with economic and diplomatic initiatives, China has expanded,
diversified, and intensified cultural links with Latin America. The official
discourse and the social practices in China value what are called people-
to-people exchanges, involving tourism, migration, and active cultural
diplomacy. For example, the number of tourists traveling annually from
Latin America to China went from 82,900 in 2000 to 300,000 in 2010,
a 361% increase (China Statistical Yearbook 2019). Migration between
China and Latin America is lower than other regional flows, mainly with
Southeast Asia and North America. In the first decade of the twenty-first
century, an estimated 5 million Chinese lived in the United States and
Canada (;Budiman 2021; Chan 2019). In 2004, the Chinese Ministry of
Education established the Confucius Institutes Headquarters (Hanban) as
an affiliated institution to promote language teaching, scholarly exchange,
and interest in Chinese culture. In Latin America, 21 Confucius Institutes
were created from 2006, when its first Institute opened in Mexico City,
to 2012.

The second decade of the twenty-first century maintained an upward
trajectory in China and Latin America relations, but with critical contex-
tual changes. First, there has been an important political shift in Chinese
and US leadership, with the assumption of Xi Jinping in China in 2012
and the growing anti-Chinese emphasis in US foreign policy in Obama’s
second term (2013-2016) and throughout the government of Donald
Trump (2017-2020) in the United States. Such an antagonistic stance
has continued so far in Biden’s administration (2022). Another crucial
contextual change was the reduction in global demand and the prices
of the most exported commodities in Latin America, especially from
2014 onwards. Finally, the return of right and center-right governments
in Latin America, some through elections and others through polit-
ical coups, implied an increasingly acute crisis in regional integration
initiatives. And whereas LAC’s economic relations with China peaked in
2011-2012, it continued to flourish in a period of slower Chinese GDP
growth (6.9% in 2017, against an average rate of 9.61% from 1989 to
2018).

In effect, as Wise and Ching (2017: 02) indicate, the “pass-through
for LAC in terms of China’s lower demand for commodities has been a
slowing of growth to 1-2% on average since 2013.” By 2015, China’s
sovereign lending had increased to USD 29 billion, nearly twice the
combined figure of all the Western multilateral development banks. It
decreased to USD nine billion in 2017, still very relevant for the region.
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Between 2010-2020, Chinese OFDI in Latin America was approximately
US$ 115 billion, mainly in the energy (more than 60%), mining (more
than 20%), and transportation sectors (AEI 2021). About 90% of those
investments were made by state-owned enterprises (SOEs) (Rodrigues
and Hendler 2018). In 2016, China responded for 9% of LAC’s exports
and 18% of'its total imports. In 2018, China was the second trade partner
for LAC as a whole (Dussel 2018).

China’s growing presence in Latin America also provides at least the
possibility that a new model of development with a much more vital
role for structures of the central state and with a consistent concern
about and implementation of measures to address structural economic
exclusion could compete with traditional liberal capitalist lines of US-
based development approaches. It is still early to know, but, indeed, it
is no longer possible to make sense of Latin America without moving
beyond US-Latin American relations to include manifold ties with China.
Trying to make sense of these events, some scholars have claimed that
growing Chinese interest in Latin America could lead to global engage-
ment and better alternatives to the region (Hirst 2008). Nonetheless,
others pointed out that China’s increased Latin American engagements
have primarily been based on commodity exports from the region, along
historical lines that resembled traditional uneven, North-South exchanges
(Lanxin 2008). What’s more, the growing dependence of Latin American
economies on commodity exports to the Chinese market in the last two
decades may lead to excessive reliance on trade revenues for sustaining
domestic growth (Harris and Arias 2016).

In short, China’s presence has been crucial to the diversification of
Latin American economic partners while also being a contributing factor
for a re-primarization of regional economies as the booming Chinese
market for Latin America exports has essentially been one for commodi-
ties. This is to say that having other trading options did not necessarily
decrease historical Latin American dependence on external demand and
prices for raw materials and produce from the former Iberian colonies in
the New World (Cepik et al. 2021). In fact, as Latin American economies
engaged more with China, different countries benefited differently, and
commodity export, especially of raw materials, was the center of these
transactions for some, but not all, of the regional economies (Gonzalez
2008).

To balance mutual costs and benefits, China’s diplomatic engagements
with the region became even more intense. Xi Jinping made his first
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official visit as PRC President in 2013. By 2018, he had visited the
region four times, reaching Trinidad and Tobago, Costa Rica, Mexico,
Argentina, Brazil, Cuba, Venezuela, Ecuador, Peru, Chile, and Panama.
If one considers four regional powers (Brazil, Mexico, Argentina, and
Colombia), the number of official Chinese presidential visits increased
continuously in the last three decades (seven in 1990-1999, nine in
2000-2009, and twelve in 2010-2018) (Ministry of Foreign Affairs n.d.).
Since 2013, bilateral relations were officially established (with Panama,
Dominican Republic, and El Salvador) or upgraded (with Mexico,
Argentina, and Costa Rica).

In 2018, out of 66 PRC’s strategic partnerships in the world, 10 of
them had been signed with Brazil (1993), Venezuela (2001), Mexico
(2003), Argentina (2004), Peru (2008), Chile (2012), Costa Rica
(2015), Ecuador (2015), Uruguay (2016), and Bolivia (2018). Although
less frequent and intensive, Latin American heads of state have also
visited the PRC more times since 2010. For example, the right-wing
Chilean president Sebastidn Pinera participated in the Second Belt and
Road Forum for International Cooperation in Beijing in 2019.3 In addi-
tion, three Brazilian presidents visited China, signing more than 30
agreements.

Multilateral diplomacy also improved. China built partnerships with
LAC countries in international forums such as G20, APEC, BRICS,
and the United Nations. Following the creation of the Community of
Latin American and Caribbean States (CELAC) in 2011, a dialogue and
cooperation China-CELAC Forum (CCF) was founded in 2015. Latin
American countries were also invited to join the BRI, a flagship initia-
tive of the Chinese government led by President Xi Jinping (OECD
2015). In June 2018, Argentina, Bolivia, Brazil, Chile, Ecuador, Peru,
and Venezuela were members or prospective members of the Asian Infras-
tructure Investment Bank (AIIB) (Myers 2018). After the beginning of
the COVID-19 pandemic, high-profile official meetings between Chinese
and Latin American authorities in 2020-2021 continue using online
platforms. It is important to mention the 13th BRICS Summit, the
China-CELAC Conference of Foreign Ministers on COVID-19, the II
China-CELAC Ministerial Forum on Agriculture (China-CELAC Forum
2021), and Xi’s speech to the CELAC 6th Summit in Mexico.

3 Details of the meeting can be found at: http://www.beltandroadforum.org/english /
n100,/2019,/0426/c22-1253.html.
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Since China and the Latin American countries are cautious about
building political relations, its cooperation in the defense sector has been
limited. Unparalleled to the traditional US military presence (active and
indirect by support to regional armed forces), China’s military/security
diplomacy in the region is focused on a few countries. More than 93% of
China’s US$ 872 million defense-related commerce with Latin America
(2000-2020) was made with Venezuela and other ALBA members (SIPRI
2021). Between 2011 and 2018, there has been a minimal supply of
Chinese military hardware to the region—which currently imports 6%
of China’s total outflows (Gurrola 2018). Low prices and better mili-
tary technology can be China’s significant advantages to attract substantial
agreements beyond ALBA countries in the future (Nixon 2016). Relating
to security matters, despite avoiding formal military alliances, China seems
to have more interest in the Caribbean, donating military equipment
to smaller countries. The Caribbean region concentrates some of the
few remaining countries in the world that still recognize Taiwan. China
has also mentioned in its white papers the importance of legal certainty
through judicial and police cooperation with the region (Ellis 2020).
The cost-effectiveness of Chinese technologies and its diversifying strategy
can make Chinese companies more competitive—Huawei had a 21.3%
increase in its revenues in the region in 2019—(Dua 2020) and lay the
groundwork for future technological agreements with Latin American
countries.

Beyond economy and official diplomatic relations, cultural, and educa-
tional, people-to-people exchanges with most countries in the region
continued to develop. The Chinese Communist Party (CCP) continues
to engage with dozens of different political parties in the region through
its International Department (ID). The most critical Communist party-
to-Communist party contacts since 2001 have been those with the
Communist Party of Cuba (CPC). Still, CPC contacts with governing
and opposing parties in the region are diverse and serve the purpose
of defending China’s core interests with flexibility and room for mutual
learning about broader international issues (Hackenesch and Bader
2020). Compared to the previous decade (2001-2010), the number of
tourists traveling annually from Latin America to China has increased
from 300,000 in 2010 to 450,370 in 2018 (China Statistical Yearbook
2019). Likewise, the number of Confucius Institutes in LAC countries
grew from 21 in 2012 to 41 in 2019 (He 2019), with more than 100,000
students, of which around 500 a year travel to China on scholarships.
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And the number of LAC students in China grew from 2,200 in 2017 to
approximately 6,000 in 2018 (Menino 2020).

Since the outbreak of the COVID-19 pandemic, as Latin America
underwent catastrophic losses in lives and economic output, China’s
importance for the region increased even more. Through various actors
and beyond state-to-state relations, China has donated medical equipment
to numerous countries and has become the largest per capita supplier
of COVID-19 vaccines in the region, strengthening its soft power in
the health dimension as an extension of the “Health Silk Road” project
(Vadell 2021). The China-CELAC Forum and the inclusion of the region
in the BRI can be understood, according to Vadell (2021), as part of
China’s institutional minilateral and bilateral-multilateral relations, rein-
forcing Chinese presence in the region while being a major economic
partner and infrastructure financier. For example, in the first China-
CELAC Summit in 2015, Xi Xinping announced the goal of scaling up
trade to USD 500 billion, the investment stock to USD 250 billion, and
promoting currency agreements with the region by 2025 (Ministry of
Foreign Affairs 2015).

This goal was part of the “1 + 3 + 6” pragmatic cooperation
plan with the region: the 2015-2019 China-LAC Cooperation Plan
was the first cornerstone; cooperation in trade, investment, and finance
the three driving forces; and the cooperation in six sectors (energy,
natural resources, infrastructural construction, agriculture, manufacturing
industry, scientific and technological innovation, and computer tech-
nology) the priority (Ministry of Foreign Affairs 2016). Yet, despite Xi’s
endeavor, expressed in his statement at the 6th CELAC Summit, to jointly
build a “community of shared future” (Xinhua 2021) between China and
CELAC—in line with China’s foreign policy proposal and the principle of
a Community of Shared Future for Mankind (AR #7327 {4)—, there
is still a need for a Latin American institutional arrangement compat-
ible with this transformative goal. LAC’s institutional fragility manifests
in CELAC’s internal disputes—such as Brazil stepping out in 2020—and
a lack of strategic thinking about how to navigate a “new triangular real-
ity” (US-CH-LAC), adding obstructions in China-LAC relations in the
future (Dussel 2021).
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CONCLUDING REMARKS

Since the People’s Republic of China (PRC) foundation in 1949, its
relations with LAC developed in four periods (Cui 2016). Curbed
links marked the first period (1949-1978) under the leadership of
Mao Zedong. During the Cold War, ideological conflict plagued LAC.
However, the changing alignments between China, the Soviet Union,
and the United States resonated less loudly in the region. Even so, since
the Sino-Soviet rupture process (1958-1966), the Three Worlds Theory
(=M AI3EIL) put great emphasis on the Third World. As a result,
Asia, Africa, and Latin America ({L3E#7) became the South-South compo-
nent of China’s diplomacy. Following the recognition of the PRC in
the United Nations (UN) in November 1971, by the end of this first
period, ten Latin American countries had established diplomatic relations
with Beijing, including Mexico, Argentina, and Brazil (Colombia would
follow in 1980). The second period (1978-2001) corresponds to the
leadership of Deng and Jiang (second and third generations). It was a
transitional period in world affairs, encompassing the second Cold War,
the Tiananmen crisis, the end of the Soviet camp, and the first decade
of the US’s grand strategy intended to build a unipolar, globalized world
order.

The third period (2002-2012), mainly under Hu Jintao leadership,
was marked by influential transformations, culminating in a peaking inser-
tion of China in Latin America, especially in trade, through strong
demand for commodities and financial spheres, but also expressed in a
substantial cultural and diplomatic growth. This insertion reshaped the
economic dynamics of the region. Under Xi Jinping’s leadership, the
fourth and current period (2012-2021) corresponds to a moment of
consolidation of the Chinese presence in the region despite the more
modest growth of China and LAC. China, by 2018, was the second trade
partner for LAC as a whole, and its OFDI has escalated (though not
linearly) and diversified. Even with growing anti-Chinese emphasis in US
foreign policy since Obama’s second term (2013-2016), China’s multi
and bilateral diplomatic engagements with the region became even more
intense compared to the previous period.

In sum, it is clear that Latin America is now a region connected with
two global powers, the US and China. Acknowledging these trends along
with the concept of “New Triangular Relationships” seems critical for
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Latin America today as the region and each of its countries, with no
exception, has to understand, deal with and negotiate within this “new
triangle” (Dussel et al. 2013). Even if not to the same degree as the US
presence in Latin America, the past two decades have been characterized
by a significant increase in institutional bilateral and multilateral initiatives
from China, and its reiterated identity as a “Global South alternative”
may reinforce its economic strength and growing projection—such as
diplomatic and cultural—in the region (Guo 2021).

At the same time, China’s growing importance to the region trig-
gers anxiety because of its impact on the environment and demand for
natural resources. There are concerns in parts of Latin America about
how China’s rise and its overseas expansion are shaping the development
options for Latin American countries (Armony and Velazques 2015). But
there is also the possibility that a joint and more determined resumption
of the environmental agenda lays the groundwork for a détente between
the US and China with constructive consequences for a more sustain-
able energy transition. In this sense, China also has a possible impact
as an alternative model of development to the region, enabling a global
engagement and better alternatives as the region moves beyond its histor-
ical relationship with the US. For a more mutually beneficial engagement,
Latin America could pursue cooperation in the future on Chinese experi-
ences and models of poverty alleviation, which are part of a still ongoing
public policy and are much needed in LAC.

Since the outbreak of the COVID-19 pandemic, China’s prestige in
the region has been enhanced vis-a-vis Trump’s debacle, with active
engagement of private and state actors, donating medical equipment,
and being a major vaccine supplier. Despite China’s regional engage-
ment actions, politically and economically, LAC still has responsibilities
regarding its institutional solidity. The region had more possibility of
exerting agency when regional coordination was stronger (up to five years
ago). The crisis of UNASUR, CELAC, and especially regional leaders
(Brazil) seems to indicate a not promising action from Latin America.
As Dussel Peters (2021) highlighted, the future of China-LAC relations
involves better quality engagement and a much deeper understanding
of the ongoing processes and needs, both in China and Latin America.
Considering the scale of current global challenges for humankind, one
can only hope that at least some of these more optimistic trends may
materialized. It would be advisable to prepare oneself for the impacts of
rising global rivalries in the horizon.
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CHAPTER 3

Chinese Foreign Investment Policy:
Internationalization in LAC and Future
Perspectives

Mathilde Closset, Cecilin Plottier, and Zebulun Kreiter

INTRODUCTION

The emergence of China as a significant force in the global economy has
increased its importance for Latin America and the Caribbean as a source
of investment. Since 2010, the presence of Chinese companies in the
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region has increased through various modalities: mergers and acquisitions,
development of new projects, construction contracts, and concessions.
In contrast to their high concentration in the hydrocarbon and mining
sectors during the early years of the century, Chinese investments have
recently branched into new sectors. Yet this incipient diversification
has not matched China’s increasing technological sophistication or the
global internationalization patterns of its companies. Investments remain
concentrated in a small number of strategic activities considered essential
for China’s internationalization strategy and domestic development.

The sectoral composition of Chinese investments has positioned the
Latin America region as a strategic provider of production inputs, which
hampers its economic diversification and the development of more tech-
nologically advanced productive capacities. Moreover, concerns about
debt sustainability and transparency and the limited prospects of invest-
ments to contribute to structural change have counterbalanced the
benefits of Chinese firms’ greater presence in the region.

This chapter analyzes the characteristics of Chinese FDI in Latin
America and the Caribbean (LAC) within the context of China’s broader
internationalization process. The benefits and challenges of the China-
LAC investment relationship are assessed, and the prospects for future
investment flows to address LAC’s longstanding structural problems
are evaluated, particularly in relation to China’s evolving development
strategy, the Belt and Road Initiative and its Health, Green, and Digital
Silk Road components.
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FOREIGN DIRECT INVESTMENT ACCOMPANIED
THE CONSOLIDATION OF CHINA AS AN EcoONOMIC POWER

China Has Emerged as a Main Ovigin and Destination of FDI Three
Decades After Opening

The astronomical growth of China’s external investment reflects the coun-
try’s rise as an economic power in the world. The country’s rapid growth
in FDI is one of the defining characteristics of global investment in
the twenty-first century and reflects an internationalization strategy that
began in the 2000s, which is integrated into the country’s economic,
technological, and industrial development strategy.

In 2019, China (including Hong Kong, SAR of China)! became the
country with the second largest stock of outward FDI in the world
after the United States. In 2020, developed countries hold over 75%
of the global stock, with the European Union accounting for 34% and
the United States 22% (see Fig. 3.1). The trio of Europe, the United
States, and Japan, which had dominated the investment landscape for
decades, is now matched by China. Its prominent position is a reflection
of the sustained growth of China’s FDI outflows for almost three decades,
through which its share in the world stock of FDI increased at an average
annual rate of 11%, going from 0.7% in 1990 (0.5% from Hong Kong
and 0.2% from mainland China) to 11% (5% from Hong Kong and 6%
from mainland China in 2020 (see Fig. 3.1).?

This growth in foreign investment was also accompanied by a strong
expansion in FDI inflows entering Chinese territory (see Fig. 3.2). In
fact, in its process of internationalization, China has received more FDI
than it has invested. Since the first foreign investment authorized in the
country in 1980 until today, the expansion of transnational corpora-
tions in China has been rapid and sustained. The regulatory framework
has gradually made their entry more flexible, but still maintains very
strong entry restrictions on foreign capital in certain sectors considered
strategic, such as telecommunications, air and maritime transport, finance,

UIn this chapter, China will always include Hong Kong, SAR of China. In cases in
which Hong Kong, SAR of China is not included in the data, it will be referred to
mainland China.

2 For the purposes of consistency in the calculation, the combined FDI stock of China
and Hong Kong was maintained from 1990 onward, although it was not until July 1997
that Hong Kong became a Special Administrative Region of China.
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Fig. 3.1 Stock of outward foreign direct investment, by country and region,
1990-2020 (Source Economic Commission for Latin America and the Caribbean
(ECLAC), on the basis of UNCTAD data. Note For graphical purposes, the
grouping of China and Hong Kong (SAR of China) prior to 1997 was
maintained)

public services, and the media (Li 2019)—industries in which Chinese
companies have acquired important positions in foreign markets.® The
regulation of FDI inflows does not only follow a sectoral approach.
Initially, only joint ventures with Chinese companies were allowed, which
would make it easier for national companies to access more sophisticated
technologies and equipment at a low cost, a restriction that has become
more flexible.

This process of rising inflows of foreign capital made China—including
Hong Kong (SAR)—the world’s second largest FDI destination after the
United States in 2019, and the outright leader in 2020. Except in some
specific years, the investments received from abroad in mainland China
and Hong Kong (SAR) exceeded the value of investments made abroad.
In 2020, China and Hong Kong (SAR) received about US$ 269 billion in
FDI and spent US$ 235 billion, the latter figure representing 32% of the
world’s total outward FDI. This sharp rebound in 2020—a year when
global FDI plummeted due to the effects of the pandemic—followed

3 The first transnational company in China was Beijing Air Catering (BAC) in 1980, a
joint venture between Hong Kong’s leading catering company Maxim’s Catering Limited
and the Civil Aviation Administration of China, regulated by law that enabled the
establishment of joint ventures with foreign companies in the country in 1979 (Li 2019).



3 CHINESE FOREIGN INVESTMENT POLICY: INTERNATIONALIZATION ... 43

350000 35.0
L]
300000 N 30.0
/ \ 4
250000 ~s s 25.0
~ 4 LN
200000 7 oS 20.0
L]
/ .
150000 7N o o 15.0
/ e o .
- .
100000 ® s . . 10.0
. 7> 7’
- N -
50000 s - o, 2o/ o @ 5.0
D ® o
..,// °
0 0.0
O = N OO & 1D O™ 00 DD O o N MM T N OMN™NWAHDO = N MST N O~ 0 O O
QOO D DO OO0 0 0 0 0 0 00 ™ ™ ™o o o o o o =N
O O 0O 000 00000 0 0 0 00 0 000000000 OO0 o o o
Z2222Z22223RARRIRAIRIRRARRIRKRIRRARRKRRR

«= = FDI|Inflows FDI Outflows @ Share of Global FDI Outflows (right axis)

Fig. 3.2 Foreign direct investment flows from China and Hong Kong (SAR
of China), 1990-2020 (Source Economic Commission for Latin America and
the Caribbean (ECLAC), on the basis of UNCTAD data. Notze For graphical
purposes, the grouping of China and Hong Kong (SAR of China) prior to 1997
was maintained)

three years of declining outward investment and was mainly on account of
expanding profit reinvestments by Hong Kong (SAR) companies in Asia
(UNCTAD, 2021a), given that outward FDI from China rose by only
3%.

The strong growth of outward FDI led the country to become a net
investor in 2014 and 2016, with greater outflows than inflows, but the
slowdown in outward investments from 2017 onward reversed this posi-
tion. In 2019, China’s pace of international expansion slowed, with FDI
outflows falling 22% compared to the previous year and a decrease of 17%
compared to its peak in 2016.

China’s recent slowdown in outward FDI can be explained by internal
and external factors. First, since 2017, Chinese authorities have put in
place a stricter control of FDI outflows in an effort to cut debt levels
and to permit the redirection of investments by Chinese transnational
companies toward national priorities under the Belt and Road Initiative
(BRI) and Made in China 2025. Likewise, Chinese companies have faced
more scrutiny abroad, especially in the case of state-owned enterprises,
as economies have tightened their investment screening regimes. The
strengthening of controls and restrictions by the United States and the
countries of the European Union on certain high-tech and other sectors
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considered as strategic had a direct impact on the reduction of acquisitions
by Chinese transnational companies.

China’s Regionally Diffeventiated Intevnationalization Strategy

China’s investment strategies in the world and its preference for certain
investment modalities according to the region are consistent with the
country’s development strategies. The preponderance of greenfield invest-
ments in some geographic areas and mergers and acquisitions (M&A)
in others reflects the sectoral orientation of Chinese investment in these
territories and the country’s strategic objectives. China has consistently
used greenfield investment as a means to increase the presence of Chinese
companies in new markets in sectors in which the country’s capacities are
well developed. M&A on the other hand have played an important role
in securing access to natural resources and in enhancing the technological
capacity and knowhow of Chinese companies.

Another important aspect of the internationalization of Chinese
companies is through construction contracts or infrastructure projects. As
opposed to FDI projects, the ownership of the constructed infrastructure
belongs to the client and not the companies that build it. Infrastructure
projects through contracting modalities have been particularly used in the
framework of the BRI. The particularities of the infrastructure projects
carried out by Chinese firms are that they often integrate all the segments
of the project such as financing and post-construction processes (Dussel
Peters 2020). A large part of these projects are government construction
contracts financed by Chinese banks (Ellis 2014).

The BRI, with its focus on infrastructure development in greater
Eurasia, and to a lesser extent in Africa, also explains the prevalence of
greenfield investment in those geographical areas. On the other hand,
with the Made in China 2025 plan, China has a development strategy for
its manufacturing sector that seeks to move up the value chain through
technological improvement and reduce dependence on imports of foreign
technology. Acquisitions made in strategic sectors, particularly in high-
tech sectors, in North America and Europe are within the framework of
the concerted effort to develop these sectors at the national level. Chinese
FDI in LAC has taken both of these forms, varying across countries and
sectors.

In geographic terms, the internationalization of Chinese companies
through FDI has primarily been concentrated in the Asia—Pacific region
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where most of the announcements of new investments were located
between 2005 and 2020 (52%) (see Fig. 3.3), followed by Africa and the
Middle East (15%). Among regions, Latin America and the Caribbean
was the fourth-largest destination, together with North America, both
representing 8% of announcements of total investments.

In terms of M&A, the highest number of transactions took place
in Europe (34% of the amount between 2005 and 2020), North
America (27%), and Asia—Pacific (26%). Latin America and the Caribbean
accounted for 8.9% of the global number of Chinese M&A completed
between 2005 and 2020, a share similar to that of investment announce-
ments.

Between 2005 and 2010, Latin America and the Caribbean accou