
LATIN AMERICA´S TRADE AND INVESTMENT RELATIONSHIP 
WITH CHINA (2000-2012): A NEW FORM OF DEPENDENCY?
Enrique Dussel Peters1

Since 2000, China and Latin America have entered into a new stage in their relationship. Led by 
an explosion in cross-Pacific trade in the early part of the decade and then a surge in Chinese 
Overseas Foreign Direct Investment (OFDI) in Latin America during the past few years; this new 
phase has yet to be accompanied by a cohesive political strategy on either side or by the design of 
new institutions to guide it. The pattern of trade and investment analyzed here raises old debates 
and questions that LAC faced in the 1950s and 1960s, at this point it establishes a “typical center/
core-periphery” relationship. The development agenda -in terms of technology, value-added and 
upgrading-should become the center of the Latin America-China relationship.
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A RELAÇÃO DE COMÉRCIO E DE INVESTIMENTOS DA AMÉRICA LATINA COM 
A CHINA (2000-2012): UMA NOVA FORMA DE DEPENDÊNCIA?

Em 2000, a China e a América Latina e o Caribe (ALC) iniciaram uma nova etapa em sua relação. 
Dado o dinamismo comercial transpacífico desde a primeira década do século XXI e a posterior fase 
de massivos investimentos estrangeiros diretos chineses, a nova fase deveria ter sido acompanhada 
por uma estratégia política integral de ambas as regiões ou pelo desenho de novas instituições 
capazes de sustentá-la. Os padrões comerciais e de investimentos analisados neste artigo 
revivem velhos debates e questionamentos que a ALC enfrentou nas décadas de 1950 e 1960 
e parecem delinear uma típica relação de “centro e periferia”. A agenda de desenvolvimento –  
em termos de tecnologia, valor agregado e escala – deveria converter-se no núcleo da relação 
ALC-China.

Palavras-chave: China; América Latina; comércio; saída de investimentos estrangeiros diretos; 
dependência. 

LA RELACIÓN COMERCIAL Y DE INVERSIONES DE AMÉRICA LATINA CON 
CHINA (2000-2012): ¿UNA NUEVA FORMA DE DEPENDENCIA?

Desde 2000 China y América Latina y el Caribe (ALC) han iniciado una nueva etapa en su relación. 
Con base en una dinámica explosiva comercial transpacífica desde inicios de la primera década 
del siglo XXI y una posterior fase de masivas inversiones extranjeras directas de China éste nueva 
fase todavía debiera verse acompañada por una estrategia política integral desde ambas regiones 
o por el diseño de nuevas instituciones para encausarla. Los patrones comerciales y de inversión 
analizados en el documento reviven viejos debates y cuestionamientos que ALC enfrentó en 
la década de los 50s y 60s del siglo XX y pareciera establecer una relación “típica de centro-
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periferia”. Esta agenda de desarrollo -en términos de tecnología, valor agregado y escalamiento- 
debiera convertirse en el centro de la relación ALC-China.

Palabras clave: China; América Latina; comercio; salida de inversión extranjera directa; 
dependencia. 

JEL: F14; F21.

1 INTRODUCTION

Since 2000, China and Latin America have entered into a new stage in their 
relationship. Led by an explosion in cross-Pacific trade in the early part of the decade 
and then a surge in Chinese Overseas Foreign Direct Investment (OFDI) in Latin 
America during the past few years; this new phase has yet to be accompanied by 
a cohesive political strategy on either side or by the design of new institutions to 
guide it. This gap between burgeoning trade and investment ties, on one side, and 
the lack of an institutional framework on the other, is significant for understanding 
the growing frictions between China and some Latin American countries.  
The China-Mexico relationship is a case in point, and one that I address in this paper.  
Since relations between China and Latin America and the Caribbean (LAC)  
are now of critical importance for both, it is necessary to deepen the socioeconomic 
analysis and reflect on LAC´s development strategy in the 2000s. As we shall see, 
China is presenting considerable challenges to LAC and on multiple fronts.

This paper is divided into three parts. The first section delineates the development 
model in place within LAC since the 1980s, with an emphasis on Mexico.  
The analysis will show how Mexico and LAC’s traditional reliance on cheap labor 
and energy inputs as the basis for development has been substantially challenged by 
the rise of China. The second section of the paper discusses the main characteristics 
of the China-LAC relationship in terms of trade and investment and argues that 
LAC’s development path in the 2000s, based on raw material exports to China and 
massive imports of manufactured goods from China, is facing serious limitations. 
The third and final part of the paper summarizes the findings and draws conclusions.

It is important to highlight that the paper is part of an on-going process of 
discussion and reflection within LAC – and together with colleagues from China and  
other countries – in understanding the recent LAC-China relationship,  
and particularly based on the conceptual and empirical results of the Center 
for Chinese-Mexican (CECHIMEX) Studies of the School of Economics at the 
National Autonomous University of Mexico (UNAM), as well as the Academic 
Network of Latin America and the Caribbean on China (RED ALC-CHINA). 
Both institutions, together with respective public, private and academic sectors, 
have generated substantial finding in this relationship.
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2 MEXICO’S EXPORT-ORIENTED INDUSTRIALIZATION AND THE LAC CONTEXT

Over the course of the 1980s, the new orthodoxy of export-oriented industrialization 
(EOI) was widely adopted by policy makers in Latin America. The lessons of the 
East Asian miracle, famously summarized by the World Bank in its 1993 report, 
(World Bank, 1993) combined with influential analyses of the “rent-seeking” 
propensities associated with earlier import-substituting industrialization (ISI) 
policies in Latin America (Krueger, 1997), led to a categorical rejection of inward 
development strategies throughout much of the region. By the 1990s, export-oriented  
policies were embraced as the key to growth and development in the region.  
Convinced that creating a market-friendly environment was the best way to generate 
foreign direct investment (FDI), policy makers eschewed targeted industrial 
policy in favor of a neutral or horizontal approach. Macroeconomic stabilisation 
became the main priority of governments, including the importance of getting 
the fundamentals right. 

The argument in favor of EOI builds on the positive association between exports 
and economic growth or development, which is very much the East Asian story.  
Contrary to ISI, EOI holds that the global economy, through exports, is the point 
of reference for any economic unit (firm, region, nation, groups of nations, etc.). 
Exports, in general, were equated with efficiency. The EOI strategy emphasises 
the export-oriented production of manufactures in order to maximise the efficient 
allocation of production factors and a specialization among nations according to 
their comparative cost advantages (Balassa, 1981). Contrary to structural restrictions 
or bottlenecks imposed by industrialization – as stressed by some ISI authors – 
this “intuitive Darwinian rationale for free trade” (Bhagwati, 1991) holds that 
the degree and structure of protection on the periphery under ISI had a highly 
negative impact on the allocation of resources and, subsequently, on exports and 
overall economic development. 

Probably the strongest argument of EOI supporters against ISI’s infant 
industry approach and overall policy of state intervention was the rent-seeking 
behavior it fostered. There was excess capacity, the over-utilization of promotional 
instruments and, in general, the evolution of development model aimed toward 
reaping rents based on state-sponsored incentives. These mechanisms distorted 
economic structures, as those sectors and firms that were targeted did not have 
an incentive to modernize and industrialise. From the perspective of ISI’s critics,  
the ubiquity of rent-seeking is one of the most significant obstacles to development 
(Krueger, 1997).

In the wake of the 1982 debt crisis, the proposed alternative to interventionist 
economic management was for the government to establish the appropriate 
macroeconomic conditions for development, including the creation of a more 
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market-friendly environment as the centerpiece of economic policy. This meant 
opening up the economy by abolishing tariff and nontariff barriers to trade and 
investment and combating inflation by means of restrictive monetary and fiscal 
policies. Initially, these were the main macroeconomic goals of EOI advocates. 
The state is minimalist in this approach, while the private sector is perceived as 
the motor for industrialization and export-led development.

Mexico is a useful case for elucidating the actualization of this paradigm.2  
Since 1986, the major pillars of an EOI strategy were implemented in Mexico,  
as follows (Armella, 1993; Dussel-Peters, 2000; Gortari, 2000; 2004; Garza-Aldape, 2005;  
Ibarra, 1999):

• the main goals of the government were to achieve macroeconomic 
stabilization and to control inflation and the fiscal deficit, in particular. 
Since oil revenues and massive foreign credits were not sufficiently 
available to re-start economic growth, the attraction of FDI became 
a priority; 

• macroeconomic stabilization was coupled with widespread 
liberalization, including the abolishment of all sectorial subsidies and 
targeted industrial policies in favor of neutral or horizontal policies;  
the liberalisation strategy was backed by the restrictive monetary and 
credit policies of the Mexican central bank; 

• with the control of inflation a macroeconomic priority, the government 
delayed exchange rate devaluation, as this places upward pressure on 
prices; a stable but overvalued real exchange rate inadvertently became 
an incentive for FDI, particularly in the domestic financial sector; 

• supported by the re-privatisation of the banking system beginning in 
the mid-1980s and the massive privatisation of state-owned industries, 
the Mexican private sector was to lead the economy out of the “lost 
decade” of the 1980s through exports; 

• the massive import liberalisation process, initiated at the end of 1985, 
was meant to support the export drive of the private manufacturing 
sector as a result of cheaper international imports for production. 

Finally, government policies toward labor unions were of utmost significance. 
As reflected in the respective Pactos Económicos (or economic pacts negotiated 
between the public and private sectors, as well as with trade unions) since 1987, 
only a few (government-friendly) labor unions were deemed eligible to negotiate 
over their contracts, while the rest were declared illegal. It is within the framework 

2. For a full discussion, see Dussel-Peters (2000), Katz and Peters (2009) and Moreno-Brid and Jaime Ros (2009).
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of these ongoing economic pacts that the government was able to contain and 
control the growth of real wages. 

With few exceptions, the Mexican government has consistently stuck with 
this liberalisation strategy and it remains in place now.3 The implementation of 
the North American Free Trade Agreement (NAFTA) between Canada, Mexico, 
and the United States in 1994 was essential for the maintenance of this ongoing 
liberalisation strategy, as NAFTA locked-in Mexico’s market reforms and it 
secured privileged access to the United States market for Mexican exporters.  
The heightened trade protectionism that Washington had resorted to in the 1980s 
was anathema to Mexico’s EOI strategy, which clearly required high demand 
for Mexican goods abroad.4 Two decades later, Mexico has made a significant 
structural shift toward exports and within LAC is now second only to Chile in 
terms of its total trade as a percentage of gross domestic product (GDP). 

 This brief overview is relevant for understanding Mexico´s macroeconomic 
policy stance from 1985 to 2013, as well as that of other LAC countries like Brazil, 
Chile, and Perú. However, the response of Mexican policy makers to the 2008-09 
global financial crisis suggests that Mexico has adhered more closely to the orthodox 
norms of the EOI strategy, which were codified by its entry into NAFTA. 

First, in contrast with the aforementioned LAC countries, the Mexican 
government explicitly rejected the kinds of anti-cyclical fiscal policies and sectorial 
relief programs that were adopted in 2008 in countries such as China, Japan, 
and the United States (Banxico, 2010). 

Second, Mexico’s Secretary of the Economy continued with its unilateral 
liberalisation of tariffs in the manufacturing sector during the country’s worst 
crisis since the 1994 peso crash.5 Not only was Mexico’s recovery from the global 
financial crisis more protracted than that of the other LAC countries, its overall 
performance in the era of EOI and NAFTA has been the most lackluster of the 
emerging markets, both within and outside of LAC. The rapid entry of China 
into the Western Hemisphere in the 2000s has further exacerbated Mexico’s 
under-performance.

3 THE CHINA FACTOR

In light of the market-oriented EOI strategy in place in LAC and Mexico 
when China began its expansion of trade and investment ties with the region,  

3. See Primer Informe Presidencial (anexo estadísitico) (PEF, 2013).
4. This was not merely a hypothetical possibility. At the end of the 1980s, United States politicians like Ross Perot and 
Patrick J. Buchanan led the charge in criticizing Mexico’s trade surplus with the United States.
5. By Executive Decree, the Mexican government unilaterally liberalized more than 8,000 items on December 25th, 2008. 
As a result, the country’s average tariff fell from 11.5 percent in 2008 to 6.9 percent in 2010. See PEF (2010, p. 208).
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the challenge it presents is a profound one.6 Since the end of the 1970s, China 
has pursued a long-term nationalistic development agenda in terms of innovation,  
R&D (research and development), imports, exports, overall trade and other 
related issues such as the upgrading of employment and the productive structure.7  
The government’s respective five-year plans, launched since 1953 all the way up 
to the Twelfth Five-Year Plan (2011-2015), lay out short, medium and long-
term socioeconomic strategies and the expected results. These plans offer more 
detailed information on specific development strategies for territories, segments of  
value-added chains, products and processes. Much to the annoyance of foreign firms 
and governments (USITC, 2007), China integrates these strategies with hundreds of 
instruments and mechanisms at all levels of the “public sector” (as a result of relative 
coherent strategies of the central government, provinces, cities and municipalities). 
In most of LAC the “public sector” such as in China does not exist, in addition to 
the lack of resources of “the public sector” beyond the federal government. 8

In fact, public property is still a critical factor in China –the omnipresence 
of public property- and, contrary to the LAC setting, not all changes in ownership 
imply the privatization of state assets. Rather, there are multiple cases of changing 
ownership from central to local (provincial, city and/or municipal) governments. 
Many of these public entities are considered as “transitional institutions” which 
smooth the way for the introduction of further market incentives (Yingyi, 2001;  
2003, p. 297-333). In comparison with LAC, Chinese policy makers place more 
critical importance on a national development strategy that includes innovation, R&D,  
and technological upgrading, among other things. In value-added chains such as auto 
parts and automobiles, for example, China has improved its technological capacity 
impressively (Yingyi, 2003; Dussel-Peters, 2012; Feigenbaum, 2003; Rodrick, 2006).  
As part of this pragmatic stance – with specific development goals –  
the public sector is now shifting to a consumer-led and more domestically and 
services-oriented economy (Wenxiu, 2012). Since 2000, consumption and capital 
have been the main sources of GDP growth (OECD, 2012).

Needless to say, China has thrown LAC´s own development strategy since 
the 1980s into question, particularly LAC’s reliance on relatively cheap labor and 
energy inputs to fuel exports.9 Taking into account China´s short, medium and 
long-term strategies and the multitude of promotional policy instruments in place, 
which specific value-added segments can LAC exporters expect to enter in the near 
future? As we shall see below, this is not just a theoretical question, but rather a 
practical and critical one as well. The reliance of Latin American economic and 

6. For a full discussion of this challenge see World Bank and DRC (2012) and OECD (2012).
7. See Nappoleoni (2011; 2012) and Jinglian (2005). 
8. For a full discussion on the “public sector” in China, see: Canobbio (2009) and Cordero (2014).
9. Between 1980 to 2012 China´s GDP per capita increased 9 times more than LAC´s, although China´s GDP per capita 
still accounted for just 57.28% of LAC’s in 2012. See World Bank (2013).



129

Latin America’s Trade and Investment Relationship with China (2000-2012):  
a new form of dependency?

political elites on free trade and orthodox macroeconomic management over the 
past 20 years is clearly not sufficient to counter these massive challenges based 
on the long-term strategies of China and its complex array of public institutions.

3.1 What’s at Stake: LAC-China trade and investment flows

3.1.1 China-LAC Trade

Based on a broad literature review, at least three topics can be highlighted in terms 
of trade between LAC and China.10

First, the China-LAC trade relationship has increased dramatically from the 
standpoint of each. From the LAC perspective, China has become the region’s 
second main trading partner just behind the United States. Figure 1 shows China´s 
increasing role as a LAC importer – accounting for around 14 percent of LAC 
exports since 2010 – while exports from LAC to China have displayed much less 
dynamism. As presented in table 1, with few exceptions (including those countries 
which do not have diplomatic ties with China), China is now among the top 5 
trading partners of the main countries in the region; however, of the 17 countries 
considered in table 1, only three had China among its top 5 export destinations 
in 2000 (Chile, Peru and Uruguay) and this increased to 7 countries in 2012. 

TABLE 1
Selected countries of Latin America: China’s importance in trade (2000-2012)

 
Exports Imports

2000 2009 2011 2012 2000 2009 2011 2012

Argentina 6 3 2 3 4 3 2 2

Bolivia 18 8 8 9 7 6 3 2

Brazil 12 1 1 1 11 2 2 1

Chile 5 1 1 1 4 2 2 2

Colombia 36 5 4 2 15 3 2 2

Costa Rica 26 2 13 8 16 4 2 2

Ecuador 120 6 16 11 129 4 2 2

El Salvador 44 32 38 32 21 6 4 4

Guatemala 44 28 28 29 17 3 3 3

Honduras 52 13 - - 17 6 - -

Mexico 25 7 3 4 6 2 2 2

Nicaragua 123 28 19 25 91 6 3 3

Panama 27 14 31 - 22 2 1 -

Paraguay 13 14 23 25 3 1 1 1

Peru 4 2 1 1 8 2 - 2

Uruguay 4 2 4 3 10 3 3 3

Venezuela 37 3 3 - 18 4 2 -

Source: UN-Comtrade (2013).
Author’s elaboration.

10. For a full literature review on the socioeconomic relationship, see Dussel-Peters (2013) and Gallagher, Irwin and Koleski (2013). 
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In the case of imports, China factored into the top 5 for all countries in time 
frame shown in table 1. From China´s perspective, the role of Latin America has 
also increased: in 2012, LAC´s share over total Chinese trade was 6.7 percent, 
behind only the United States and Japan (disregarding Hong Kong and not 
considering the European Union as a group). Thus, in 2012 Latin America was 
the third major trading partner of China, displacing countries such as Germany 
and South Korea (see figure 2).

FIGURE 1
LAC: general trade structure with China (1989-2012)
(In US$ thousands)
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Source: UN-Comtrade (2013).
Author’s elaboration.

FIGURE 2
China: total trade by main trading partners (1995-2012)
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Author’s elaboration.

Second, LAC-China trade has been characterized by huge imbalances.  
Up until 2003 Latin America’s trade deficit with China was below US$ 10 billion.  
But since then LAC´s deficit has increased substantially above US$ 50 billion (figure 3).  
China is thus the main source of LAC´s trade deficit and the data trend during 
2000-2012 suggests that this is due to increase in the future. Therefore, from an 
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aggregated and regional perspective, there is no “Dutch disease” in LAC, since the 
region presents a trade deficit with China, in spite of massive exports of raw materials. 

FIGURE 3
LAC: general trade structure with China (1989-2012)
(In US$ thousands)
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Source: UN-Comtrade (2012).
Author’s elaboration.

Third, the LAC-China trade structure reflects some alarming tendencies. Whereas 
China´s exports to LAC are relatively diversified, based on manufactured exports, 
LAC´s exports to China are highly concentrated: only three main export chapters  
(of the Harmonized Tariff System) from LAC to China increased their share over 
total exports from levels below 40 percent in the early 1990s to 45.07 percent in 2000 
and levels close to 60 percent from 2009 to 2012. LAC has become a major supplier 
of different kinds of ores, slag and ash, oil seeds (mainly soya beans), copper and oil,  
while Chinese exports have concentrated on electronic products, auto parts, optical 
instruments, automobiles, ships and floating structures (Dussel-Peters, 2013). 

This composition of trade is also reflected in the technological content of trade 
between LAC and China. If we define medium and high-tech products as the sum 
of chapters 84-90 of the Harmonized Tariff System,11 figure 4 accounts for two 
significant structural changes: First, in terms of LAC´s exports to China, the share 
of medium and high-tech chapters of the Harmonized Tariff System fell during 
1989-2012 from 8 percent in 1989 to levels above 10 percent in 2001-2002 to 5 
percent in 2012. This trend stands in contrast to LAC´s exports in these high-tech 
chapters to the rest of the world (ROW), which accounted for around 30 percent 
of total exports throughout the period. Second, in terms of LAC´s imports from 
China during the same period, the share of medium and high-tech chapters of the 
Harmonized Tariff System have increased substantially, from 29 percent in 1989 
to 43 percent in 2000 and levels above 60 percent during 2009-2012; medium 

11. These chapters refer to the following items in the Harmonized Tariff System: 84 (autoparts), 85 (electronics), 86 (railway or 
locomotives), 87 (automobiles), 88 (aircraft and spacecraft), 89 (ships, boats and floating structures) and 90 (optical apparatus).
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and high-technological levels of imports from ROW have been below 40 percent 
during 2007-2012. 

Thus, the technological composition of trade between China and LAC account 
for substantial development differences and development paths. While China´s 
exports have been transformed through constant technological upgrading from 
1989 to 2012, LAC´s exports to China are technologically very low and becoming 
even more so since 2001.

FIGURE 4
LAC: trade with medium and high-technology content – share over total (1989-2012)
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Source: WDI (2013).
Author’s elaboration.

3.1.2 Chinese investment flows to LAC

Since the global financial crisis of 2007-2008, China has significantly increased 
its overseas foreign direct investment (OFDI), both in terms of FDI and as a 
percent of GDP (table 2). The OFDI / FDI coefficient increased from levels below 
20 percent until 2005 and reached 72.51 percent in 2012, demonstrating that,  
in a few years, China´s outgoing OFDI will probably surpass its incoming FDI. 
This not only reflects the growing internationalization and strength of China´s 
economy, but also the relative fall of FDI inflows to China as policy makers shift 
their focus to developing the domestic market, as discussed earlier. LAC is playing 
an increasingly important role as a recipient of Chinese OFDI.12 

12. During 2003-2009 LAC accounted for 18.99 percent of China´s OFDI; the British Virgin and Cayman Islands, however, 
accounted for 97 percent of LAC´s OFDI from China. For more on this see Enrique Dusssel Peters, “Characteristics of 
Chinese Overseas Foreign Direct Investment (OFDI) in Latin America (2000-2012),” Contemporary International Relations 
(CICIR), China, forthcoming. More recent trends show, however, that China´s OFDI to LAC has fallen substantially, 
including in to the tax heavens (see Ministry of Commerce of China – Mofcom), “Statistical Bulletin of China´s Outward 
Foreign Direct Investment,” Mofcom, China, 2013. According to this same source, China´s OFDI to LAC fell by 48.3 
percent in 2013, while OFDI to British Virgin and Cayman Islands reached a year-to-year decrease of 72.5 percent. 
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TABLE 2
China: main aggregated characteristics of FDI and OFDI (1990-2012)

1990 1995 2000 2005 2006 2007 2008 2009 2010 2011 2012

FDI flows into China 
(millions of $US)

3.487 37.521 40.715 72.406 72.715 83.521 108.312 95.000 114.734 123.985 121.080

percentage over 
world FDI (flows)

1,68 10,95 2,91 7,38 4,97 4,23 5,96 7,81 8,14 7,51 8,96

percentage over 
gross fixed capital 
formation (flows)

3,45 15,00 9,96 7,68 7,99 6,59 6,11 5,88 4,14 4,23 3,72

percentage over 
GDP (flows)

0,86 4,96 3,41 3,17 2,61 2,39 2,39 1,87 1,93 1,72 1,50

stock of FDI / GDP 
(percentage)

5,12 13,36 16,21 11,91 10,50 9,36 8,34 9,33 9,88 9,88 10,29

China´s OFDI (flows) 830 2.000 916 12.261 21.160 22.469 52.150 56.530 68.811 74.654 87.800

percentage over 
FDI (flows)

23,80 5,33 2,25 16,93 29,10 26,90 48,15 59,51 59,97 60,21 72,51

percentage over 
world OFDI (flow)

0,34 0,55 0,07 1,36 1,48 1,17 2,79 4,92 4,57 4,45 6,06

percentage over 
gross fixed capital 
formation (flows)

0,82 0,80 0,22 1,35 1,92 1,64 2,83 2,46 2,54 2,24 -

percentage over 
GDP (flows)

0,21 0,26 0,08 0,54 0,76 0,76 1,23 1,12 1,16 1,04 1,04

stock of OFDI / 
GDP (percentage)

1,1 2,35 2,33 2,51 2,69 3,37 4,06 4,85 5,33 5,90 6,29

Source: UNCTAD (2013); Mofcom (2013).
Author’s elaboration.

According to data from the Economic Commission for Latin America and 
the Caribbean (ECLAC, 2011), China has become the third source of LAC´s 
incoming foreign direct investment (FDI) for 2000-2011, despite the recent drop 
in 2012. The relevant literature on China’s OFDI to LAC highlights some of the 
following themes.13 

Chinese OFDI is highly influenced by the public policies of: China’s Going 
Global plan; the current Twelfth Five-Year Plan; the Ministry of Commerce 
of China (Mofcom); the State Administration of Foreign Exchange (SAFE);  
and, the National Development and Reform Commission (NDRC). Particularly the  
Catalogues for OFDI clearly define China´s public policy for OFDI.14  
These institutions set up positive lists of sectors, products and processes that 
are allowed to be acquired by Chinese firms. Products, processes and firms 

13. The source of information on China´s OFDI in this part of the paper comes from Thomson-Reuters with realized OFDI 
at the company-level for 2000-2012; the property of the respective firms is responsibility of the author.
14. For a full discussion on the guiding principles and strategies of the respective institutions, see Enrique Dussel Peters (2013).
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in foreign countries not on these lists will be passed over and not allowed to 
receive state support. 

From a Latin American perspective, these policies underline the overall lack of 
a strategy for FDI inflows. Some LAC countries even have negative lists of sectors and 
activities (from telecommunications to the production of ammunition, etc.) which 
are explicitly prohibited, while FDI in other sectors is allowed. Far more relevant 
for this discussion are the groups of institutions and cohesive strategies of the public 
sector in China that define targets for China´s going out policies and acquisitions.

Table 3 indicates certain general characteristics of Chinese OFDI regarding 
its value in aggregate terms for the period 2000-2012. Hong Kong was the primary 
recipient of Chinese OFDI (23.77 percent), followed by Canada (15.80 percent),  
the United Kingdom (10.44 percent) and LAC (10.05 percent). Brazil and Argentina 
are by far the most relevant recipients of China´s OFDI, with 5.80 percent and 
2.07 percent, respectively for 2000-2012, while Mexico only plays a minor role 
(with 0.05 percent). Also very relevant is the fact that the average amount per 
transaction in LAC is much higher than the total Chinese OFDI of 465 million 
dollars vis à vis 174 million, and in the case of Brazil and Argentina at US$ 1,414 
million and US$ 2,775 million, respectively. Australia is also an important case 
for China´s OFDI, accounting for 156 transactions averaging $ 130 million each 
for 2000-2012.

Table 4 takes an in-depth look at one of the principal characteristics of Chinese 
OFDI in LAC from 2000-2012. With 40 percent of the transactions, 87.3 percent  
of China´s total OFDI to LAC comes from publicly owned companies  
(83.92 percent of public Chinese OFDI in total, see figure 5), and each public 
transaction exceeded US$ 1 billion. Of the other 35 private Chinese OFDI transactions 
carried out from 2000-2012, each transaction was around US$ 100 million.  
Aside from these large discrepancies between public and private Chinese OFDI, 
86.15 percent of total Chinese OFDI during this period was carried out in 2010 
and 2011 alone (see table 4), showing exponential growth during the last two years 
of this period, but a significant fall in 2012. Nevertheless, it is important not to 
exaggerate Chinese OFDI in LAC. Until now, completed transactions have been 
very limited – only 58 in total for 2000-2012. In 2012, however, China´s OFDI 
to LAC fell by 66.6 percent.
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TABLE 3
China: realized OFDI for selected countries (2000-2012)

 amount percentage
nr. of 

transactions
percentage

amount per 
transaction (in $US)

Hong Kong 63.741 23,77 326 33,06 196

Canada 42.370 15,80 83 8,42 510

United Kingdom 28.012 10,44 18 1,83 1.556

Latin America and the Caribbean 26.965 10,05 58 5,88 465

Brazil 15.557 5,80 11 1,12 1.414

Argentina 5.550 2,07 2 0,20 2.775

Barbados 1.377 0,51 3 0,30 459

British Virgin Island 660 0,25 23 2,33 29

Peru 300 0,11 2 0,20 150

Mexico 131 0,05 3 0,30 44

Caymand Islands 118 0,04 6 0,61 20

United States 23.159 8,64 91 9,23 254

Australia 20.230 7,54 156 15,82 130

Singapore 7.565 2,82 43 4,36 176

Switzerland 7.446 2,78 3 0,30 2.482

South Africa 6.169 2,30 5 0,51 1.234

France 5.109 1,90 14 1,42 365

Norway 4.829 1,80 5 0,51 966

Russian Federation 3.901 1,45 3 0,30 1.300

Germany 1.852 0,69 13 1,32 142

South Korea 1.471 0,55 18 1,83 82

Japan 1.043 0,39 32 3,25 33

Angola 923 0,34 3 0,30 308

Holland 887 0,33 10 1,01 89

Macao 840 0,31 4 0,41 210

Italy 793 0,30 7 0,71 113

Mongolia 175 0,07 8 0,81 22

Taiwan 47 0,02 7 0,71 7

REST 19.324 7,21 111 11,26 174

TOTAL 268.192 100,00 986 100,00 272

Source: Thomson-Reuters (2013).
Author’s elaboration.
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TABLE 4
China: OFDI in LAC by type of firm (2000-2012)

2000 2005 2006 2007 2008 2009 2010 2012 2000-2007 2000-2012

PUBLIC  

Amount ($US million) (1) 0 3 0 57 521 17.460 2.822 943 1.741 23.543

Nr. Of transactions (2) 0 1 0 1 4 7 5 1 5 23

(1) / (2) 0 3 0 57 130 2.494 564 943 348 1.024

PRIVATE  

Amount ($US million) (1) 30 1 93 307 51 639 1.272 23 1.131 3.422

Nr. Of transactions (2) 1 1 4 7 5 11 2 1 9 35

(1) / (2) 30 1 23 44 10 58 636 23 126 98

TOTAL  

Amount ($US million) (1) 30 4 93 364 572 18.099 4.094 965 2.872 26.965

Nr. Of transactions (2) 1 2 4 8 9 18 7 2 14 58

(1) / (2) 30 2 23 45 64 1.005 585 483 205 465

percentage over respective 
total

PUBLIC  

Amount ($US million) (1) 26.964,81 71,79 0,00 15,67 91,08 96,47 68,93 97,67 60,63 87,31

Nr. Of transactions (2) 0,00 50,00 0,00 12,50 44,44 38,89 71,43 50,00 35,71 39,66

(1) / (2) 0,00 143,59 0,00 125,32 204,94 248,06 96,50 195,34 169,75 220,17

PRIVATE

Amount ($US million) (1) 100,00 28,21 100,00 84,33 8,92 3,53 31,07 2,33 39,37 12,69

Nr. Of transactions (2) 100,00 50,00 100,00 87,50 55,56 61,11 28,57 50,00 64,29 60,34

(1) / (2) 100,00 56,41 100,00 96,38 16,05 5,78 108,76 4,66 61,25 21,03

TOTAL

Amount ($US million) (1) 100,00 100,00 100,00 100,00 100,00 100,00 100,00 100,00 100,00 100,00

Nr. Of transactions (2) 100,00 100,00 100,00 100,00 100,00 100,00 100,00 100,00 100,00 100,00

(1) / (2) 100,00 100,00 100,00 100,00 100,00 100,00 100,00 100,00 100,00 100,00

Source: Thomson-Reuters (2013).
Author’s elaboration.

During the period 2000-2012, 56.52 percent of total Chinese OFDI was 
concentrated in projects related to raw materials, and the search for market share 
accounted for 33.80 percent of the total. However, since 2007 OFDI’s share 
in raw materials has increased to more than 62 percent, while involvement in 
other areas has diminished. In LAC, 97.29 percent of public Chinese FDI was 
concentrated in transactions linked to raw materials and energy, while 77.37 percent 
of private Chinese FDI was oriented toward access to the Latin American market  
(banks, services, infrastructure, etc.) (see table 5). Differences between public 
and private OFDI in LAC are critical, as this reflects the different specialization 
patterns in the region. It is also possible that China´s public OFDI is only a first 
step in China´s overall OFDI strategy and that China´s private OFDI will follow.  
Even in this case, however, it is not foreseeable that China´s private sector will 
take a leading role in the medium run.



137

Latin America’s Trade and Investment Relationship with China (2000-2012):  
a new form of dependency?

TABLE 5
China: OFDI to LAC by type of use (2000-2012)
(In % over respective total)

2000 2005 2006 2007 2008 2009 2010 2011 2012 2000-2007 2000-2012

PUBLIC

Amount (in $US) (1) 0,00 95,74 71,79 0,00 15,67 91,08 96,47 68,93 97,67 60,63 87,31

Nr. of transactions (2) 0,00 50,00 50,00 0,00 12,50 44,44 38,89 71,43 50,00 35,71 39,66

(1) / (2) 0,00 191,49 143,59 0,00 125,32 204,94 248,06 96,50 195,34 169,75 220,17

Raw Materials  

Amount (in $US) (1) - 100,00 100,00 - 0,00 100,00 97,80 100,00 100,00 100,00 97,29

Nr. of transactions (2) - 100,00 100,00 - 0,00 100,00 75,00 100,00 100,00 100,00 78,26

(1) / (2) - 100,00 100,00 - 0,00 100,00 130,40 100,00 100,00 100,00 124,31

Manufacturing/exports

Amount (in $US) (1) - - - - 99,86 - 100,00 100,00 - - 99,91

Nr. of transactions (2) - - - - 50,00 - 100,00 100,00 - - 75,00

(1) / (2) - - - - 199,72 - 0,00 100,00 - - 133,22

Innovation/technology

Amount (in $US) (1) 0,00 - - 0,00 0,00 7,48 0,00 - - 0,00 0,58

Nr. of transactions (2) 0,00 - - 0,00 0,00 66,67 0,00 - - 0,00 20,00

(1) / (2) 0,00 - - 0,00 0,00 11,21 0,00 - - - 2,91

Market

Amount (in $US) (1) - 0,00 0,00 0,00 - 0,00 0,00 0,00 0,00 0,00 0,00

Nr. of transactions (2) - 0,00 0,00 0,00 - 0,00 0,00 0,00 0,00 0,00 0,00

(1) / (2) - 0,00 0,00 0,00 - 0,00 0,00 0,00 0,00 - -

PRIVATE

Amount (in $US) (1) 100,00 4,26 28,21 100,00 84,33 8,92 3,53 31,07 2,33 39,37 12,69

Nr. of transactions (2) 100,00 50,00 50,00 100,00 87,50 55,56 61,11 28,57 50,00 64,29 60,34

(1) / (2) 100,00 8,51 56,41 100,00 96,38 16,05 5,78 108,76 4,66 61,25 21,03

Raw Materials

Amount (in $US) (1) - 0,00 0,00 - 100,00 0,00 2,20 0,00 0,00 0,00 2,71

Nr. of transactions (2) - 0,00 0,00 - 100,00 0,00 25,00 0,00 0,00 0,00 21,74

(1) / (2) - - - - 100,00 - 8,81 - - - 12,47

Manufacturing/exports

Amount (in $US) (1) - - - - 0,14 - 0,00 0,00 - - 0,09

Nr. of transactions (2) - - - - 50,00 - 0,00 0,00 - - 25,00

(1) / (2) - - - - 0,28 - - - - - 0,34

Innovation/technology

Amount (in $US) (1) 100,00 - - 100,00 100,00 92,52 100,00 - - 100,00 99,42

Nr. of transactions (2) 100,00 - - 100,00 100,00 33,33 100,00 - - 100,00 80,00

(1) / (2) 100,00 - - 100,00 100,00 277,57 100,00 - - 100,00 124,27

Market

Amount (in $US) (1) - 100,00 100,00 100,00 - 100,00 100,00 100,00 100,00 100,00 100,00

Nr. of transactions (2) - 100,00 100,00 100,00 - 100,00 100,00 100,00 100,00 100,00 100,00

(1) / (2) - 100,00 100,00 100,00 - 100,00 100,00 100,00 100,00 100,00 100,00

Source: Thomson-Reuters (2013).
Author’s elaboration.
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4 CONCLUSIONS

The pattern of trade and investment analyzed here raises old debates and questions that 
LAC faced in the 1950s and 1960s. For example, is development based on raw materials 
sustainable in the medium and long term? Is technological development – today referred 
to as “upgrading” – possible given LAC’s resurgence of an export-orientation based on 
raw materials? What is the role of the “public sector” in these socioeconomic activities? 
Are political and business elites in LAC prepared to embrace the kinds of policies 
necessary for these countries to better compete with China? And the list could go on.

As discussed in this paper, LAC has been able to export raw materials to China 
in incredibly large quantities over the past decade, and this has resurrected trade 
and production structures that LAC had supposedly out-grown twenty years ago. 
This earlier strategy entailed a capital intensive model based on the production of 
low value-added goods and processes in sectors such as agriculture, oil and mining, 
among others. Yet, in contrast to earlier raw material booms, the price of LAC’s 
top raw materials has been relatively high since the mid-1990s, thanks largely to 
Chinese demand. Thus, and for the first time in the last three decades, countries 
such as Argentina, Bolivia, Brazil, Chile, Peru and Venezuela, among others,  
have benefitted immensely in terms of higher export prices and better terms of 
trade in the first half of the first decade of the 21st century (Jenkins, 2011). 

Nevertheless, this is only one side of the coin. The other refers to even higher 
exports from China to LAC and a trade deficit above US$ 50 billion since 2008.  
Thus, the region has not only had no Dutch disease effect as a result of trade 
with China but, on the contrary, trade with China has resulted in ever-increasing  
trade deficits. In the late 2000s, practically each of the Latin American countries 
ran a trade deficit with China. And this brings us back to our initial questions: are 
growth, exports and development sustainable based on low value-added raw materials? 
Several decades of debates and discussions in the region with Prebisch – but also 
globally and with Friedrich Liszt in the late 19th century in Germany – resulted in 
a very clear answer: no. Historically, manufactured goods have had a higher price 
elasticity of demand for exports than that for raw materials and agricultural goods 
(meaning that the former are more responsiveness to prices). However, prices of raw 
materials since the end of the 1990s have proven otherwise thus far (Chang, 2002).

In addition to the profound challenges that China is posing to LAC on the 
trade front, its OFDI is similarly transformative for LAC. As a result of relatively 
coherent public policies, China´s OFDI globally and to LAC can only be realized 
if (public and/or private) firms comply with rather detailed norms, rules, guidelines 
and directories. The performance of China´s OFDI internationally and in LAC is 
not a coincidence, but part of a short, medium and long-term dynamic development 
strategy in which China, seeks to buy the required raw material and fossil supplies 
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to support its development model. Given the guidelines and dominance of the 
public sector in OFDI, it is not surprising that China´s public OFDI in LAC is 
concentrated by 97.29 percent in raw materials; China´s OFDI in LAC is clearly 
not acquiring technologically relevant firms. 

A more in-depth analysis would have to detail the differences between public 
and private OFDI, considering also that China´s private OFDI is concentrating on 
acquisitions that would provide greater access to certain niches within LAC markets.15 
China´s OFDI, from this perspective, is bolstering LAC’s evolving trade relationship 
and increasing economic dependency on China. Given China’s high levels of trade and  
OFDI concentration, the China-LAC economic relationship is also reinforcing 
longstanding patterns of inequality in LAC.16 China´s public firms extract raw materials 
and fossil energy from LAC (in general with little value-added and technological linkages)  
in order for processing and value-added growth to occur in China. The old proposals of 
Prebisch around technology acquisition and the strengthening of national productive 
capacity seem to be more current than ever,17 especially considering how fast this new 
socioeconomic relationship has been proceeding in the 2000s. 

It is highly questionable, in economic, ecological, and social terms, whether 
LAC’s development path can be deepened in the short term. This would mean 
doubling the production of soya, meat, copper, iron, and so on, and this is not a  
likely scenario. At the same time, China has proven that it is capable of quickly 
expanding both the quantity and the technological content of its manufactured 
exports on a yearly basis. Moreover, as a result of an effective and steady process 
of upgrading – in which China is exporting solely manufactured goods such as 
electronics, auto parts, telecommunications, the demand for these goods in Latin 
America could increase substantially in coming years. The technological downgrading 
of LAC´s exports to China is significantly different from LAC´s exports to the rest of 
the world, with substantially higher levels of sophistication. It is thus a concern that 
LAC´s most booming trade relationship fails to bring out the best in LAC’s exports.

However, it is in the sphere of public policy and institutional reform that 
LAC now finds itself completely ill-prepared. In contrast with China´s long-term 
development strategy, with hundreds of instruments to promote an upgrading 
process, most of LAC and Mexico show little potential to compete with China today 
and in the future. LAC´s EOI strategy is rather primitive when compared with the 
complexity (though not without contradictions and difficulties) of China´s public 
sector. In addition, it is disconcerting that LAC´s institutions in general – business 

15. Red Académica de América Latina y el Caribe (RED ALC-China) is currently working on several projects to identify 
these structures at the firm level.
16. Peters (2013) discusses in more detail several conceptual topics regarding the increasing concentration of LAC´s 
trade with China and its impact on inequality in the region.
17. See Prebisch (1950). 
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chambers, the public sector, as well as academic institutions – present such a huge 
gap in terms of their knowledge and specialisation on China. 

China´s recent OFDI to LAC reflects a high degree of coherence, particularly 
the overwhelming flow of public OFDI to LAC from 2000 to 2012, as this reflects 
how China´s overall development strategy demands raw material and energy 
inputs. Yet, because these investments are reinforcing a core-periphery structure 
that is already proving disadvantageous to LAC, it is in the best interests of both 
LAC and China to counter these unsustainable trade and investment conditions 
in the short run. LAC should target and design concrete projects geared toward 
its insertion into dynamic segments of value-added chains. There is no reason why 
this could not be done in cooperation with China, which is eager to invest closer 
to the United States market. 

Similarly, the creation of China-LAC institutions to manage tensions,  
but to also promote innovation and synergies, should be in the interest of both. 
The design of institutions and policy proposals in the fields of trade and investment 
between LAC and China would need to yield concrete proposals based on sound 
analyses and move beyond debates about opportunities or threats in terms of 
specific segments of value-added chains.18 In the absence of new institutional 
mechanisms and joint projects and policies to bolster the China-LAC relationship, 
socioeconomic performance between China and LAC will continue to lag. 
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