
A

China and Latin America
and the Caribbean

Building a strategic economic and
trade relationship

Osvaldo Rosales

Mikio Kuwayama

B 383285

UNITED NATIONS

E c L n c
Economic Commission for Latin America and the Caribbean (ECLAC)
Santiago, April 2012



China and Latin America and the Caribbean: Building a strategic economic...

Contents

Foreword 11

Chapter I
The principal characteristics and the economic
and trading performance of China 15

A. China is the main engine of global growth 15
B. The key role of China in the global financial market 22
C. Steady growth in Chinese inward and outward

foreign direct investment 27
D. China is the main driver of world trade 33

1. Trade in goods 33
2. Commercial services 36
3. Foreign-owned firms in China's external trade 38

E. China is an increasingly important producer and
consumer of the commodities supplied by a
number of Latin American countries 40

F. China, and to a lesser extent India, play a major
role in the global manufacturing sector 46

G. China's weight in services is also increasing 51
H. China is progressing rapidly in the field

of research and development : 55
I. There is great potential for energy cooperation

with China 59



ECLAC

Chapter II
China's trade links with Latin America and the Caribbean:
towards a strategic relationship 65

A. Introduction: in the past decade, Latin America
and the Caribbean has been China's
most dynamic trading partner 65

B. The strong demand for commodities from the Asia
and Pacific region has helped to improve the
terms of trade, especially for the countries
of South America 69

C. Asia and the Pacific (and China in particular) have
become vital trading partners for the region,
particularly where imports are concerned 72

D. China helped to bolster the region's exports
during the financial crisis 80

E. The region's trade with China is characterized by a high
concentration of origin and destination countries 87

F. China as a key factor in the current process of
"re-commodification" of the Latin American
and Caribbean export sector 92

G. China's investment in the region remains
limited in scope 107

H. Conclusions and recommendations 116

Chapter III
Divergent trends in de facto integration in and between
Asia-Pacific and Latin America and the Caribbean 121

A. Introduction: the lack of intra-industry trade limits
trade and investment flows between the two regions 121

B. Asia's dynamic intra-industry trade is mainly
based on the growing integration of Asian
firms in value chains 124

C. Trade in Latin America and the Caribbean also
has a significant intra-industry component 138

D. Intra-industry trade between the two regions
is limited, but growing '. 141

E. China has become an export platform to developed
countries for its Asian neighbours 150

F. Intraregional foreign direct investment: key for
intraregional and intra-industry trade..... 156

G. The inter-industry trade model translates into
an imbalance in the maritime transport system 165

H. Conclusions and recommendations 167



China and Latin America and the Caribbean: Building a strategic economic-

Chapter rv
Strategic aspects of trade relations between China
and Latin America and the Caribbean 171

A. Introduction 171
B. The "noodle bowl" of free trade.agreements

in Asia-Pacific 173
1. Trade under preferential agreements is
• increasing rapidly in Asia-Pacific 175

2. Several regional integration initiatives
exist in Asia-Pacific 177

3. The strategic positions of the main actors 186
4. The rising number of extraregional free

trade agreements in Asia 190
5. Most free trade agreements are fairly

narrow in scope.. 192
6. Little use is being made of the FTAs within Asia 194
7. Much of this problem is caused by the

complex rules of origin system 195
C. China's agreements as an integral part of trade

diplomacy and strategic alliances 200
1. China's trade strategy 200
2. Implications of Asia's free trade agreements

for Latin America and the Caribbean 204
3. China's and Latin America's free trade agreements:

similar in scope but with subtle differences 207
4. Trade relations between China and Latin America

and the Caribbean are mature and poised
for a leap in quality 217

D. Conclusions and recommendations 220

Bibliography 227
ECLAC publications 237

Tables

1.1 Global GDP ranking of the world's 15 largest economies,
at current prices and purchasing power parity, 2009 16

1.2 China: gross regional product and external trade, 2008 20
1.3 United States: value of securities, equities and long-term

debt, by major investing countries or territories
and security types, June 2009 : 24

1.4 China: shares of global inward and outward foreign direct
investment (FDI), 1995-2005,2006,2007,2008 and 2009 28

1.5 China: geographical distribution of inward and outward
foreign direct investment (FDI), non-financial sector, 2009 30

1.6 China: external trade in goods, by country
of origin and destination, 2009 35


