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China’s Arrival in Latin America 
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Background 

In the last decade China has become the largest trading partner for more than half the 

countries in Latin America, and Beijing has established strategic ties, as well, with Panama, 

Nicaragua, Cuba, Venezuela, Bolivia and Argentina.   Some analysts see this as just normal 

aspects of globalization and China’s need for more food and raw material imports.1  Others, 

however, think China’s commercial and strategic objectives are specifically designed to 

undercut long-standing U.S. links in Latin America.2 

This book is the third in a series on U.S.-China relations and will explore the themes 

discussed below with the intent of comparing patterns in Latin America to those in Central 

Asia and Southeast Asia. 

In the first volume on Central Asia (NYU Press, 2015), we concluded that China 

and the U.S. had different goals and operating styles in the region.  The U.S. has been, 

overwhelmingly, concerned with national security in the region, while China’s focus has 

been resource extraction, especially oil and natural gas.  Thus, there has been little direct 

competition between the U.S. and China in Central Asia. 

In the second volume on Southeast Asia (under review by NYU Press) we noted a 

strikingly different type of interaction between China and the U.S.  In Southeast Asia both 

China and the U.S. have major interests, and we found direct competition between the 

outside powers.  We also saw a clear attempt by both Beijing and Washington to seek 
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alignments with states in the region that would support their respective policies and goals. 

For example, Myanmar, Laos, Thailand, and Cambodia all tacitly support China on various 

regional issues; while The Philippines, Singapore, and Indonesia are all more skeptical of 

China and open to cooperating with the U.S. 

In this third volume, on Latin America and the Caribbean, we see an even more 

complex interaction between China and the U.S.  Hence, what Volume III assesses is how 

China’s rising profile is affecting both the countries of Latin America and the outside 

powers.  For the past decade, China has been a source of surging exports for Latin states 

and has, increasingly, been seen as a means for anti-U.S. governments to rally toward a 

new outside power. 

Yet, several developments make this scene multi-faceted:  (1)  China’s own growth 

rate is slowing, so exports from Latin America to China are less buoyant.   (2)  China’s 

imports from Latin America are almost entirely food, raw materials, and metals and its 

exports to region are predominantly manufactured goods which compete with Latin 

manufactures.  So, many Latin analysts are wondering if they are just establishing a new 

kind of dependency on China.  (3)  China was successful at initiating new strategic links 

with the Leftist governments in Nicaragua, Cuba, Venezuela, Bolivia and Argentina but 

now the political orientation in Latin America seems to be changing.  Both Venezuela and 

Argentina have had recent elections where conservatives have replaced Leftists; and, even 

in Brazil, the Left’s hold on power is uncertain. 

Thus, China is looking like a less attractive economic partner for Latin America 

than it was several years ago and the strategic ties that Beijing has established may be 

loosened if the current political trends continue.  So, we will be exploring a scene where 

trends are definitely in flux. 
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Thus, what is the net impact of China’s new profile in the Southern Hemisphere?  

Has China’s dynamism and willingness to challenge the U.S. made it a real competitor to 

U.S. influence?   or  Is the growing Latin resentment over trade imbalances and the 

recognition that the Latin states cannot compete against Chinese manufactured goods 

enough to limit China’s influence? 

We will be exploring these issues from a number of competing perspectives.  This 

volume is consciously designed to present authors with different ideological and empirical 

appraisals of these topics.  The bulk of the analysis in this volume is on South America; 

but, of course, we have included Mexico and a chapter on Central America and the 

Caribbean as well.3   

Themes of the Volume 

There are five major themes that cut across the chapters in this volume: 

1) In the last decade, China’s reach and ambitions have become truly global.  Long a 

major presence in Asia, China is now a key actor in the Middle East, Africa, and 

Latin America. 

2) China’s goals are to achieve prominence in a broad range of areas:  economic, 

political, military and technological prowess. 

3) Since 1823 and the announcement of the Monroe Doctrine, the U.S. has sought to 

be the pre-eminent power in Latin America and the Caribbean.  China does not pose 

a direct military threat to the U.S. or its Latin interests, but it does represent serious 

competition in the economic and diplomatic arenas.  Neither the George W. Bush 

nor Barack Obama Administrations have made Latin America a top priority in their 

respective foreign policy agendas. 
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4) China’s priorities in Latin America are to extract resources and sell manufactured 

goods, and, if it can, to advance its strategic interests at the same time. 

5) In the past decade, a clear East – West split has developed among the Latin 

American states.  Venezuela, Brazil, and Argentina became more nationalistic and 

anti-U.S., while Chile, Columbia, and Peru have tended to be more market-oriented 

and comfortable working with U.S. power. 

 

The Economic Scene 

Although China has invested about $50 billion in Latin America, its principal economic 

interaction with the region is through trade.  In the last 15 years, Sino-Latin trade has 

soared.  Between 2007 and 2012 alone, combined import and export trade between China 

and Latin America sky-rocketed from approximately $100 billion to $250 billion.4  In that 

period, Latin America became the region where China’s trade increased most rapidly and it 

even eclipsed total Chinese trade with the European Union. 

As Osvaldo Rosales points out in Chapter 2 of this volume, although Sino-Latin 

trade has grown rapidly since 2000, GDP growth rates in Latin America have been trending 

down.  In the 2003 to 2011 period, Latin GDP growth averaged 4.1% per year, between 

2012 and 2014 it averaged 2.1%, and in 2015 it is expected to average about 1.5%.5  This 

has created a problem which several of our authors address:  Chinese exports are 

dominating a number of manufactured goods sectors in Latin states and the Latin countries 

are having little success at exporting manufactures to China.6  Not only has this pattern 

created a serious trade imbalance, but it has led to resentment on the part of many Latin 
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businessmen.  The situation has also led to questions about whether Sino-Latin trade is, 

essentially, a new form of dependency.7 

It is unclear if the Latin states will, on balance, move toward greater economic 

integration with China or whether they will try to slow a process where many Latins feel 

they are losing out.8  Many Latins like China’s foreign policy approach of “non-

interference in the internal affairs” of the states it deals with.9  However, there is also deep 

ambivalence about how to deal with the juggernaut that the Chinese state-owned enterprises 

and state banks represent.10 

Because China has over $3 trillion in foreign exchange reserves and the Chinese 

banks can draw on that enormous reservoir of funds for an approved project, there is no 

way that smaller Latin corporations and banks can compete on an equal footing. Hence, 

new mechanisms need to be found that can stabilize the economic imbalances at present.11 

 

Diplomatic and Strategic Relations 

Historians note that there was trade across the Pacific between China and Latin America 

during the 1600s so some see the current revival of trade as a return to normal.12  This view 

understates the context in which the current developments are occurring.   China’s links to 

Latin America are stunning because of the rapid transformation they represent – yet it is 

critical to place them in the global context.  In the Yuan and Ming Dynasties, China had 

modest links to Africa and the Middle East, as well, but nothing on the scale of today’s 

interactions.13  Moreover, the historical ties were almost exclusively in trade, whereas 

today’s links have political and strategic implications also.14 
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As Christopher Sabatini, Li He, and Niu Haibin comment in their respective 

chapters, China’s rise today is accompanied not just with trade and investment but with a 

whole host of new initiatives and institutions.  The new institutions focus mostly on Asia 

(and warrant a separate sub-section below) but China is proposing them at the same time 

that new organizations are being promoted in Latin America. 

Thus, we see a whole host of new linkages that have completely outmoded the old, 

Latin America versus the United States approach to understanding the region.  For example, 

Venezuela has been promoting ALBA (The Bolivarian Alliance for the Peoples of Our 

America) and has recruited eleven members, mostly from the Caribbean.15  Except for 

Venezuela, these are mostly low-income countries so they have not been particularly 

influential.  Yet, Venezuela has close ties with Brazil and Argentina and shares their Left-

wing political orientation, so this represents an important cluster of like-minded leaders and 

countries on the Eastern half of Latin America. 

Conversely, on the Western side of the continent, many of the states are more 

conservative and market-oriented.  The Andean Pact, started in 1966 as a customs union 

and is now the Andean Community with Colombia, Peru, Ecuador and Bolivia as members.  

The Pacific Alliance was created in April 2011 (with Chile, Colombia, Mexico, and Peru as 

founding members) and has both an economic and political component.   Economically, the 

group wants to encourage the free flow of goods, capital, people, and services.  Politically, 

it requires the members to be democracies and to respect human rights.16 

 

What does this mean for relations between the Latin states, China, and the U.S.? 

First, Latin America is now a complex mixture of different ideologies and approaches to 

foreign policy.17 
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Second, because of their differences, Latin America cannot really negotiate with 

either the U.S. or China as a cohesive group. 

Third, as we see in Table 1.1 below (China’s Rankings With Latin American Trade 

Partners), China is now one of the top two trading partners with most of the Latin states.  

Since the U.S. is the other leading trading partner, we have a clear triangular relationship 

where any move by a Latin state toward either the U.S. or China will necessarily affect the 

other major power.18  That is why so many of the chapters discuss the Latin relationship to 

China and the U.S. as a triangular interaction. 

One key, remaining issue is worth discussing under diplomatic and strategic 

relations:  the Taiwan question.  Some would argue that this is simply a relic of the Cold 

War and that it will, eventually, just fade away as Taiwan and China reach some form of 

accommodation.  That would be satisfactory to the public in Taiwan if they were able to 

keep their democratic system and autonomy but it is not clear that China will really agree to 

that.19  Also, there are now closer ties between the “Umbrella” / democracy movement in 

Hong Kong and comparable groups in Taiwan, so leaders in Beijing may be concerned 

about making concessions to Taiwan that would be desired in Hong Kong.20  The link to 

Latin America is that 11 of the states that recognize Taiwan as the Republic of China are in 

Central America and the Caribbean.  The Chinese government finds this an irritant, and has 

alternated between offering these governments inducements to change recognition and 

ignoring them. 

Nevertheless, as Richard Bernal notes in his chapter, Taiwan supplies a significant 

amount of aid to these Central America and Caribbean states, so their governments are 

loath to give up the official recognition of Taiwan.  At present, the People’s Republic of 

China is down-playing the importance of this competition, but it might heat up if there were 
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to be a some incident affecting Taiwan or the islands in the South China Sea.  Also, China 

may be inclined to be more forthcoming with aid to Latin and Caribbean states while the 

“Taiwan recognition” issue is still extant. 

 

New Institutions 

There are three relatively new institutions that could affect Chinese and U.S. relations in 

Latin America:  UNASUR (The Union of South American States), the New Development 

Bank which is an outgrowth of the BRICS (Brazil, Russia, India, China, and South Africa) 

agreement, and TPP (the Trans-Pacific Partnership). 

UNASUR was launched in 2005 and is an attempt to link regional organizations 

from the Eastern and Western parts of South America.  It links MERCOSUR (which 

comprises Argentina, Brazil, Paraguay, Uruguay, and Venezuela) with the Andean 

Community with the goal of displacing the Organization of American States (OAS) as the 

principal representative of South America with the outside world. 

At a time when Brazil, Venezuela, and Argentina all had Leftist and anti-U.S. 

leaders, it appeared that UNASUR might be a means for producing a consolidated South 

American set of policies.  Yet, now that the Chavez supporters have lost control of the 

legislature in Venezuela, the Left in Brazil is in complete disarray over corruption scandals, 

and the Left has lost the presidency in Argentina, the original goals of UNASUR cannot be 

implemented.21 

It remains to be seen if UNASUR will adapt to the new political orientation in the 

region or if it will fade into insignificance.  If UNASUR does shift in a more conservative 

direction, what will its original supporters do? 
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In 2006, Brazil, Russia, India and China decided to form a new organization (later 

adding South Africa) to represent major regional powers that were not aligned with the 

Western states.  The organization which eventually became the BRICS got a great deal of 

press attention and held annual summit meetings.  However, the basic problem with the 

BRICS was that the four leading states did not have strong common interests. 

Although India and China have a substantial trade relationship, they are strategic 

competitors and neither Russia, China nor India has particularly close relations to Brazil.  

Although China has pledged $100 billion as capital for the BRICS New Development 

Bank, Beijing has now put much more effort and political capital into its latest venture, the 

Asian Infrastructure Investment Bank (AIIB).22  Also, because of declining oil and gas 

prices and sanctions imposed over its occupation of Crimea and Eastern Ukraine, Russia’s 

economy has declined dramatically.  Given slower economic growth rates in China, India, 

and Brazil, the excitement about the BRICS as a phenomenon is gone.  Ironically, the 

investment bank that coined the term BRICs, Goldman Sachs, has recently lost money on 

its BRICS mutual Fund, so it closed the Fund in October 2015.23  The BRICS is likely to 

continue as an institution, but, until the members’ economies pick up, its influence is likely 

to be limited. 

The Trans Pacific Partnership, started in November 2015, is too new to evaluate in 

depth but it could, eventually, have a significant effect on Latin America.24  Although TPP 

is essentially a free-trade pact, all but Vietnam are democracies and the intent of the 

members is to advocate for open economies and civil liberties.  Hence, it is similar in many 

ways to the Latin Pacific Alliance.  Moreover, in its emphasis on market-oriented economic 

policies, it will be a challenge to the statist policies preferred by the political Left.  

President Obama is presently having trouble getting Congressional approval for the TPP 
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agreement, but it may go through at some point in the next year.  Then, as TPP is being 

implemented, we will be able to judge its long-term impact. 

 

Key Countries 

With President-elect Macri preparing to take office, Argentina appears to be on the cusp of 

a major change in economic and foreign policy.  As J.L. Machinea and L. Castro show in 

their chapter, Argentina has been in a downward spiral under the Kirchner, husband and 

wife, leadership team.  When the Kirchners controlled both the Executive Branch and the 

Legislature, they negotiated loans from China (to avoid meeting the terms of their creditors) 

and reportedly signed an agreement giving the China military the right to set up a satellite 

down-link station in Argentina.25  Presumably, the terms of these arrangements will now be 

revealed by the incoming President, and analysts will be able to determine what exactly 

China received for its largesse.  Therefore, we are not only likely to see major changes in 

Argentinian policy directions but to learn significantly more about Beijing’s operating style 

in Latin America. 

As J.A. Guilhon Albuquerque details, Brazil is in turmoil over a massive and 

widespread corruption scandal involving billions of dollars in pay-offs to figures in the 

current and prior administrations.  There have been frequent demonstrations calling for the 

resignation of President Dilma Rousseff and numerous individuals are under indictment. 

These internal troubles have already affected Brazil’s aspirations to play a larger 

role on the global scene.26  For example, the scandals have hurt Brazil’s chances of getting 

a permanent set on the U.S. Security Council. Yet, Brazil still remains the largest market in 

South America and thus an attractive location for Chinese economic activities.  Chinese 
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trade still vastly out shines direct investment; but, after 2009, Chinese FDI, into Brazil, has 

risen significantly to a rate of over $10 billion per year.27  The Chinese government has 

also wanted to encourage use of its currency in international trade and thus arranged a 

“swap agreement” for $30 billion with Brazil will be using Yuan instead of U.S. Dollars for 

clearing certain of its accounts.28  The Chinese government has partially succeeded in its 

objective of making the Yuan an international currency when the International Monetary 

Fund announced that the Yuan would be one of the currencies included in the IMF’s 

Special Drawing Right (SDR).  So, Brazil and China still have a close working relationship 

but it remains to be seen what will happen if the Rousseff government is further tarnished 

or actually falls. 

Mexico is the largest economy in Latin America and receives premier attention 

from China not only because of its size but because Mexico provides access to the North 

American Free Trade Area.29  China thus has the advantage of getting access to the U.S. 

and Canada by trans-shipping through Mexico and doing some assembly of products close 

to its final market.  In addition, China is interested in Mexican oil and gas and broadening 

its overall access to the Mexican market. 

In his chapter, E. Dussel Peters analyzes the dilemmas this poses for Mexico – as it 

is not in Mexico’s interest to be out-competed on manufactured goods and both China’s 

cost of capital and labor are less than Mexico’s.  Moreover because of the scale of its 

economy and its special relationship to the U.S., Mexico wants to be able to keep its 

manufacturing sector viable, while enhancing its international stature through its 

membership in the OECD and the Group of 20.30  Also, because of the massive illegal 

immigration problem (much of it stemming from Mexico) and the passage of drugs through 

Mexico, relations between the U.S. and Mexican government are often strained. 
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It is in China’s interest to keep its profile in Mexico as low as possible.  Mexican 

workers may resent Chinese imports; and, if Chinese investment is too visible, it may 

endanger Chinese access to NAFTA.  Also, though Mexican economic policy is often 

nationalistic, Mexico does not want to be associated with the type of anti-U.S. policies that 

ALBA has been advocating.  So, Mexico stands apart from many of its Latin neighbors and 

is crafting its own, unique relationship with China. 

Anthony Spanakos’s chapter on Venezuela evaluates a country following a very 

different strategy from Mexico’s. Although its economy has been in deep trouble for more 

than five years, Venezuela has continued its ideological battles with capitalist economies 

and has subsidized oil prices for many of its neighbors through Petro Caribe.  This has 

exhausted its foreign exchange reserves and produced major domestic shortages as the 

world’s oil price turned down. 

Although precise details have not been disclosed, China has loaned Venezuela over 

$40 billion in foreign exchange and is taking repayment in kind, through oil shipments.  In 

addition, the China Development Bank has loaned Venezuela an additional $5 billion for 

infrastructure projects.31  Thus, as Russia has cut back on its investments / loans in 

Venezuela, China has increased its exposure.  Presumably, leaders in Beijing have been 

willing to under-write the Chavez / Maduro strategy for rallying nations to oppose the U.S. 

Now, however, after the recent legislative elections, even some of the most 

committed Chavista supporters realize that the country has been on an unsustainable 

course.  With the opposition winning handily in the legislative elections, there could well 

be a stand-off between the legislature and the executive branch.32 
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Yet, with the country’s economy on the edge of collapse and fellow regimes in 

trouble or out in Brazil and Argentina, a grand coalition of Leftist governments in Latin 

America is not feasible now.33   It is not clear how much this matters to China. 

 

In sum, leaders in Beijing may be pleased when a U.S. sphere of influence is split between 

supporters and opponents of Washington’s policies.  Nevertheless, Latin America matters 

to China mostly for economic reasons, and there is little incentive for more conservative 

governments to turn against China.  So, on balance, China is using its foreign exchange 

skillfully to fund investments, loans, and aid which is increasing its access and influence in 

Latin America.  The U.S., on the other hand, has no direct military challenge from China in 

the southern hemisphere and currently benefits from disarray on the Left in Argentina, 

Brazil, and Venezuela. 

 

Table 1.1 China's rankings with Latin America and the Caribbean as trade partner 

(Comparing 2000 to 2012) 

{~?~IM: insert T_01_01_DENOON here.} 

 
Source: Barcena, A. et.al. Promoción del comercio y la inversión con China: Desafíos y 

oportunidades en la experiencia de las cámaras empresariales latinoamericanas (Santiago, 

Chile: CEPAL, 2013) 
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