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Presentation

Enrique Dussel Peters

The Academic Network for Latin America and the Caribbean on
China (Red aLc-China) has been inviting its members, since
its beginning in 2012, to improve the quality of research and to
make efforts to engage in new analysis relevant for understand-
ing the socioeconomic relationship between Latin America and
the Caribbean (LA c) and China. As a result, Red AL c-China has
been publishing contributions on Chinese outward foreign direct
investments in LAC since 2013, the impact of the Lac-China
foreign trade in L AC’s regional trade integration process, the rel-
evance of Chinese infrastructure projects in LA c, China’s impact
in LAC’s employment generation, and LAC’s outward foreign di-
rect investment in China, among others. After more than a decade
these contributions have become important pillars to under-
stand the complexity, depth, and extension of the socioeconomic
LAcC-China relationship and have allowed for improving this
initial analysis for new countries, sectors, and territories within
countries in LAC.

Based on the already existing research on the trade relationship
between LA c and China, both at Red AL c-China and in multiple
other institutions, the goal of this book is to examine the territorial
impact of LAC’s exports to China in specific global value chains
(gvc), ie. this book acknowledges the massive literature on
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L Ac-China trade and contributes in examining the local impacts
in LAC as a result of exports to China. While there are important
case studies on the topic, so far, and surprisingly, today a system-
atic approach and publication on this topic does not exist.

The seven chapters of the book are based on two foundations.
On the one hand, a common understanding of the methodological
approach of gvc. On the other, such a methodological under-
standing of gvc requires the authors to understand the details
—processes and products of the segments of specific G vc- in order
to empirically present the impact of exports to China in specific ter-
ritories. Beyond this common basis all authors were free to dis-
cuss on the territorial impacts in terms of employment, suppliers,
technologies used, potential territorial tensions, learning processes
within the region and by Chinese firms, as well as how these topics
have changed over time. In several of the cases the authors depend
on the publicly available information on the G vc and interviews,
considering that firm-level information is very difficult to obtain.
In several cases, firms were unwilling to grant interviews, even
after being assured of the confidentiality of the information pro-
vided. The confrontation between the United States and China
is deeply affecting L Ac-countries, and Lac and Chinese firms
engaged on trade with China could easily be confronted in public
based on the provided information through interviews.

The results of the seven chapters could be systematized in at
least eight important topics.

First, in practically all cases the contemporary confrontation
between the United States and China plays an important territorial
role. The chapter of Dussel Peters and Pérez Santillan invites us to
consider the concepts of security-shoring since 2022, particularly
since the wave of executive orders issued during the second Trump
presidency beginning on January 20, 2025, as well the concept of
“new triangular relationships”, which is of particular relevance for
LAC asaregion and its countries. Carlos Eduardo Pifia elaborates
on how Venezuela has been entangled in this new triangular rela-
tionship at least since 1999 with the presidency of Hugo Chavez,
as well as in the cases of Argentina, and Ecuador. Brazil’s dialogue
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and cooperation directly with China and through the G20 and
BRICS (Brazil, Russia, India, China, and South Africa) since 2003
(chapter 4 by Pedro Henrique Batista Barbosa) presents another
form of profound integration with China. Free Trade Agreements
with China by Chile (2005), Peru (2009), and Ecuador (2023) re-
flect additional forms of engaging socioeconomically with China.

Second. The first chapter of the book offers an aggregated
perspective of LAC’s value-added in its exports, based on input-
output matrixes. Relevant for the aforementioned confrontation
between the us and China, the results are relevant for the rest
of the chapters: Chinese value-added in LAC’s exports to the Us
have increased significantly during 1995-2020 —from 0.-8 % of
its foreign value-added to 20.4 % in 2020- with important differ-
ences between countries: Mexico with the highest value (21.2 %)
in 2020 and Costa Rica with the lowest (10 %); Argentina, Brazil,
Chile, Colombia and Peru with coefficients in between. The falling
value-added of the United States in L Acexports to the us for the
period and the increasing presence of China is an important basis
for the rest of the chapters. In addition, the chapter explains the
recent extreme dynamics of LAC trade (exports and imports) to
China, which is discussed in all chapters in detail.

Third. The analysis on L Ac exports to China reflect enormous-
ly different G vc which are critical for understanding the increas-
ingly complex and mature relationship between LAc and China
in the 21 century. Commodities such as oil (discussed in chapters
2 and 3 for Venezuela and Brazil) and copper (chapter 6 for Peru)
present substantially different characteristics in their production,
transportation and distribution in China when compared to soy-
beans in Argentina, shrimps in Ecuador and cherries in Chile.
The latter, as examined by Dorotea Lépez, Andrés Bérquez, and
Juan E. Serrano-Moreno in Chapter 3, are characterized by their
delicacy and high perishability, which are crucial for ensuring
quality. Additionally, their seasonality and strict sanitary and phy-
tosanitary regulations are essential considerations for harvesting
and transportation. The analyses in chapters 2-7 are extremely rich
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in capturing the specific conditions and implications of these G vc
and their territorial impacts.

Fourth. The relevance of the selected G vc is very different for
the respective countries in their exports to China, as well as for
Chinese imports. From a LAC perspective, oil from Brazil, as
well as Argentina’s soybeans, play a minor role in their exports to
China, while Peru’s copper, Chile’s cherry’s and Ecuardor’s shimps
are much more important in their contribution to their national
exports to China. In the case of Argentina’s soybean exports to
China (examined by Eduardo Daniel Oviedo in chapter 5), Ar-
gentina has implemented different policies to industrialize and
upgrade its production and exports (92.6 % of soybean complex
exports are in industrialized products such as meals and pellets,
oil (crude and refined) and biodiesel, among others. As a result,
Argentina’s soybean exports to China are highly concentrated in
raw materials (90.3 % in 2023), but account for only 9 % of its ex-
ports of the soybean gvc in 2023. The case of Peru’s copper
exports (examined by Kehan Wang and Marco Curi in chapter
6) is on the other extreme: copper concentrated 67 % of Peru’s
exports to China in 2023; Venezuela’s oil exports to China even
accounted for 68 % of its total exports to China. From a Chinese
perspective, Chile’s cherries and Peru’s copper are major players
in their respective Gvc; oil imports from Brazil and Venezuela,
as well as shrimps from Ecuador and soybeans from Argentina
compete with other countries in China’s imports and play a sec-
ondary role considering other respective major imports. Clearly,
these initial results will require future detailed analysis in China’s
import demand and respective markets.

Fifth. LAC’s exports, based on the analysis of specific Gvc ex-
ported to China in chapters 2-7, reflect that in several cases (such
as Ecuador’s shrimps and Chile’s cherries) exports are pursued by
national and local firms, without an explicit Chinese presence.
For the cases of Brazil and Venezuela, as well as copper in Peru
and soybeans in Argentina, there is an important presence of Chi-
nese firms at the national and local level. In the case of Brazil,
firms such as Sinopec, cNPC, cNOOC, and Sinochem (which are
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discussed in detail) have invested massively since the first decade
of the 21* century in exploration and production projects, espe-
cially those in the pre-salt area. Similarly, chapter 2 examines how
Chinese loans by China Development Bank (cpB) and foreign
direct investments by cNP ¢ directly affected crude oil production
in Venezuela to be exported to China. The topic is fundamental
for discussions on exports to China and their territorial impacts,
as well as policy proposals (see below).

Sixth. The territorial analysis of LAC exports to China within
specific GVCs also provides a valuable contribution to understand-
ing the upgrading processes within the respective territorial GVCs,
as well as those transferred by Chinese firms. Surprisingly the most
important upgrading processes have taken place in those terri-
tories in which Chinese firms were not present (i.e. in Chile and
Ecuador, see 5.). The case of Chile is particularly relevant in de-
veloping new technologies and processes locally and nationally
through private investments, including innovations in transport,
harvesting techniques, selection technologies, and packaging, all
aimed at exporting fresh cherries to China. Brazil is another ex-
treme, where firms such as cNooc, cNooc, and others ben-
efitted from already existing pre-salt (i.e. Petrobras” expertise in
ultra-deepwater drilling). The other case studies do not reveal
significant technological upgrading processes or transfer of tech-
nologies by Chinese firms at the local or national level.

Seventh. Chapters 2-7 are substantial for understanding the
deep territorial impacts through their exports in specific Gvc to
China, without exception. In all cases exports have generated im-
portant direct and indirect new employment. Considering that in
several cases territorial exports to China are minor (such as in the
Argentinian Pampas and Brazil’s oil), in other cases the new em-
ployment generation is substantial: 3,933 shrimp firms account for
195,000 jobs in Ecuador, particularly in the Guayas and Oro prov-
inces, and only the Las Bambas copper project in Peru operated
by Chinas MM G generated over 8,000 direct and indirect jobs in
the Apurimac region. Other positive results of these exports to
China refer to technological upgrading processes discussed above.
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These exports have also generated important local challenges, most
of them regarding the environment and social unrest. While Bra-
zil's oil exports in the Rio region have not generated any particular
new environmental and social confrontations, the territorial ex-
periences in Peru’s, Ecuador’s Guayas province and the Pampa’s
soybean complex in Argentina have all been significant from
this perspective. In the case of Pert, for example, copper mining
has resulted in lead contamination and waste accumulation, as well
as water grabbing and conflicts on land usage; 60 % of all social
unrests in Peru are related to mining. The criminalization of con-
flicts has also increased violence. In the case of Chinese firms in
Peru, Chinese firms have engaged in an important learning pro-
cess on environmental and social challenges in the last decades.
Nevertheless, even in the cases of cherries in Chile and shrimps
in Ecuador, with no presence of Chinese firms, generalized water
scarcity is a common challenge that has intensified rapidly due to
the growing demand from China. The case of shrimps in Ecua-
dor, analyzed by Carolina Viola-Reyes and Giuliana Vera-Diaz
(chapter 7), presents a particularly drastic case of environmental
devastation of its mangroves, added to high levels of poverty, lack
of basic services, and high levels of homicides associated with the
main regions exporting shrimps.

Eight. All chapters of this book present a variety of research
and policy proposals. It is clear that the book points into a topic
that has huge potential, considering massive territorial experiences
of LAC exports to China in specific Gvc; seven case studies are
clearly not sufficient. Nevertheless, the book clarifies the complex-
ity and maturity of the socioeconomic relationship between LAC
and China at the territorial level. In most of the cases the national
governments in LAC are responsible for improving learning pro-
cesses and offering and implementing regulations, technological
upgrading options, and the transfer of technology; the effective im-
plementation of labor and environmental laws is also the respon-
sibility of federal, provincial, and local governments. In other spe-
cific cases, particularly regarding public Chinese firms, they should
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and could also commit to improving efforts to overcome techno-
logical, labor, and environmental challenges. All these cases should
be significant for institutions such as the cELAc (Community of
Latin American and Caribbean States)-China Forum, which was
established in 2015 and explicitly integrates these themes in the
working programs since 2015.






Chinese Value-Added in Latin
American and Caribbean Exports.
Conditions and Challenges Under

Security-shoring

Enrique Dussel Peters and Lesbia Pérez-Santilldn

There is a long-standing conceptual and empirical tradition of
measuring the value-added of foreign trade, particularly exports,
for countries using input-output tables (Hummels et al. 2001;
Johnson and Noguera (2012); Koopman, Wang, and Wei 2008;
Rasmussen 1963), also in Latin America and the Caribbean (LA C)
(Duran Lima and Banacloche 2021; Rodil Marzébal 2017). Sur-
prisingly, given the increasing confrontation between the Unit-
ed States and China since the “great power competition” in 2017
and security-shoring since 2022, research in L Ac has been limited
on this topic, with some exceptions.'

The goal of this chapter is to examine the main foreign trade
trends in the 21* century from a Latin American and Caribbean
(LAac) perspective, particularly in light of the u.s.-China con-
frontation. Particularly important will be the discussion, empirical
results and main structures that have evolved for LAC’s exports
—total and to the U.s.- regarding its value-added structure and
concentrating on Chinas value-added. In the u.s.- China con-
frontation this discussion is at the center of the u.s.-LAC trade
debate. Surprisingly, think tanks have contributed little to this
discussion.

1  For a full discussion see: Pérez-Santillan (2022, 2024).
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This chapter will focus on LAC’s foreign trade and its val-
ue-added by major countries, particularly the contributions of
China and the vu.s., in order to understand current policy dis-
cussions since the Biden and second Trump presidencies vis a
vis LAc. The chapter will be divided into three sections. The first
will introduce two concepts —new triangular relationships and
security-shoring- to understand the depth of the contemporary
U.s.-China confrontation. In addition, it will include some gen-
eral trade structures of LAC vis a vis the U.s. and China. The
second section will highlight LA c’s value-added structure in its
(total and to the Us) exports and the increasing presence of Chi-
nese value-added. Input-Output Matrixes (10 M) will be useful for
examining the main trade structure for a group of LAC countries
and the region as a whole, and a group of LA C countries, during
1995-2020. The last section will conclude with the main issues of
the analysis and a group of policy recommendations.

1. Implications of us-China Confrontation for
LAC and Main Foreign Trade Structures in
the 21t Century

This section will begin by introducing two concepts relevant for
understanding the depth of the u.s.- China confrontation, with
important implications for the contemporary and future socioeco-
nomic relationship of LA c with the u.s. and China. The second
part will highlight a group of LA c foreign trade structures. Both
issues will be relevant for the subsequent analysis.

The concept of new triangular relationships is particularly useful
in the context of the profound confrontation between the u.s. and

2 For a full historical and conceptual analysis see: Dussel Peters (2025).
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China since 2017.° The concept is valuable in situating bilateral
relations today and also in the near future given the great power
competition and profoundly diverging political and economic per-
spectives between the United States and China. Third countries
and regions such as LAc will have to examine their relationship
with the United States and China in depth on specific issues that
have important socioeconomic repercussions. Among these are:
using 5G, acquiring weapons systems, building ports and airports,
financing, trade and FD1, but also setting up Confucius Institutes
and special economic zones, among many others.

What is the historical context of the u. s. - China confrontation,
and how has it shaped new triangular relationships in regions
such as Lac? In December of 2017, for the first time, the United
States acknowledged China as an equal -initially framing it as a
global challenge to American power (Nss 2017:2). In the 2017
National Security Strategy, China was most often mentioned in
association with Russia, highlighting the “return of great power
competition. China and Russia began to reassert their influence
regionally and globally” (Nss 2017:27). A few years later a strategy
based on ‘principled realism’ was proposed by the White House
(wH 2020:7) explicitly vis a vis China. The basis of the analysis is
that “America possesses unmatched political, economic, military,
and technological advantages” (Nss 2017:3) compared to the rest
of the world and China; explicitly referring to China and its rela-
tionship to the Western Hemisphere, including L A ¢, since “China
seeks to pull the region into its orbit through state-led investments
andloans” (Nss 2017:51). The most coherent arguments regarding
the United States’ new policy toward China under Trump were
delivered by Vice President Pence in 2018. In his analysis of China
(which did not include Russia), he once again emphasized the con-
cept of ‘great power competition’ in U.s.- China relations (Pence
2018:1). The analysis, from this perspective, is striking: the United

3 The concept has been discussed and used for at least a decade (Dussel Peters, Hearn
and Shaiken 2013) and a growing body of literature has emerged around it.
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States supported China historically, particularly since the Second
World War, “but soon after it took power in 1949, the Chinese
Communist Party began to pursue authoritarian expansionism”
(Pence 2018:2), and ‘after the fall of the Soviet Union, we assumed
that a free China was inevitable... America agreed to give Bei-
jing open access to our economy, and bring China into the World
Trade Organization. Previous administrations made this choice
in the hope that freedom in China would expand in all forms,
not only economically, but also politically, with a newfound re-
spect for classical liberal principles, private property, religious
freedom, and the entire family of human rights... but that hope has
gone unfulfilled... Over the past 17 years [2000 to 2017], China’s
GDP has grown 9-fold; it has become the second-largest economy
in the world. Much of this success was driven by American invest-
ment in China’ (Pence 2018:2). China, from this perspective, is
ungrateful towards the United States and will not change politi-
cally and economically while it is led by the cpc which uses “an
arsenal of policies inconsistent with free and fair trade, including
tariffs, quotas, currency manipulation, forced technology trans-
fer, technology theft, and industrial subsidies doled out like candy...
has set its sights on controlling 90 % of the world’s most advanced
industries, including robotics, biotechnology, and artificial intel-
ligence” (Pence 2018:3).

In light of this “great power competition,” since 2017 the United
States and China have participated in a dramatic deterioration in
their bilateral relationship, with different arguments, intensities,
suggestions, laws, and, in some cases, negotiations. These nego-
tiations range from the trade war —which has received the widest
attention- to a wide range of topics that have received much less at-
tention until the end of 2023, including the closing of massive
numbers of Confucius Institutes in U.s. universities, scaling down
of visiting students, scholarships and joint research, as well as an
overall review of Chinese researchers in particular facilities, ex-
tending even to the threat of drastically reducing and banning pas-
senger airlines, the persecution of respective firms under “entity
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lists”, the scaling back of journalists on both sides, up to the con-
stant escalation on economic and financial issues.

On the one hand, the Biden administration —under the head-
ings of ‘invest, align, compete’ and ‘managing competition’ (Blink-
en 2022; Sullivan 2024)- has continued the same policies initiated
by President Trump, butno important policy regarding China has
been cancelled or substantially changed since. In addition to the
recognition of ‘great power competition, however, the Biden Ad-
ministration enabled economic policies to counter China’s in-
creasing competition. Assuming that “companies in economies
disciplined by the market cannot effectively compete with both
Chinese companies and the Chinese state” (Us TR 2022:4),the U.s.
is making massive investments in its productive sector to catch
up in high-tech industries, counter China’s competition, and
maintain its absolute advantage, alongside its allies U.s. . As a re-
sult, in 2022 the Biden Administration was able to pass three major
laws —the Inflation Reduction Act, the ° and Science Act, and the
Infrastructure Law (McNeece 2023)- whose combined costs ac-
counted for almost 15 % of the u.s. GDp. All three initiatives make
specific reference to China and require a resilient process against
it. This is particularly true in infrastructure, and also in innova-
tion and technology, as well as in advanced manufacturing and
semiconductor tools (Sullivan 2024). As we shall see below, the
implications extend to third countries. On the second element of
the new strategy, ‘align’ —i.e., to “shape the strategic environment
around Beijing to advance our vision” (Blinken 2022)-, the u.s.
has integrated other countries and groups of countries into its poli-
cies vis-a-vis China, referring to this as a ‘network of alliances and
partnerships’ (Blinken 2022). Finally, investments and alignment
would ensure, from a U.s. perspective, a fair competition process
based on reciprocity and protecting ‘against efforts to siphon off
our ingenuity or imperil our security’ (Blinken 2022). They would
also generate an ‘allied techno-industrial base’ (wH 2021:33)
with the goal of ‘extending absolute advantage, according to the
National Security Council (Wang 2022:2).
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What are the implications for other countries of Biden’s strategy
towards China?

The Biden administration’s strategy vis a vis other countries,
including L A ¢ (see below), has been much more subtle ~under the
under the headings of ‘invest, align, compete’, as discussed earlier,
and against Trump’s unilateral decisions against China.

Increasingly since 2022-2023, however, the Biden Adminis-
tration has made clear in its strategy against China that national
security (Blinken 2022) will be the guiding principle, i.e. socio-
economic and international relations with China and third coun-
tries will be subordinated to the national security of the u.s., that
is (free) trade, investment, culture, educational exchange, as well as
other bilateral relations will have to be reviewed from a national
security perspective (and thus security-shoring) (Yellen 2023).
From this perspective, and in contrast to the recent trend of mul-
tiple shorings -including nearshoring, offshoring, onshoring,
ally-shoring, and friend-shoring, which are generally understood
as the relocation of segments of global value chains but fail to
acknowledge that such relocations have occurred globally since
the 1950s (Dussel Peters 2000; Piore and Sabel 1984)- the con-
cept of security-shoring introduces several contributions. First, it
defines a relatively recent process, initiated in 2022-2023 by the
Biden Administration, which prioritizes national security interests
over nearly all other aspects of its international relations. Second,
security-shoring is a strategy against China that increasingly in-
vites third countries —under the heading of “align”- to participate
in this strategy. Third, there is an enormous potential that this
strategy will continue beyond the us-election in November of
2024, also given the incremental addition of policies against Chi-
na since 2018 under both the Trump and Biden administrations.
The impacts of security-shoring —and responses by China- will be
significant in the U.s. (for example in terms of the costs of such
policies in 2022, as discussed earlier), particularly internationally.
Under security-shoring, third countries —and in the confrontation
of the United States versus China— will have to decide to benefit
from us-incentives against China or to be left aside. The founder
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of the current global trading, investment, and financial system,
established since the Bretton Woods Agreement in the 1940s, is
now advocating for its own national interests (against China) and
opposing the policies that the u.s. has followed for decades under
multilateralism and reciprocity u.s. . With this background, third
countries could easily begin taking unilateral policies in these
and other socioeconomic fields and quickly result in chaotic pre-
World War II conditions.

Under the second presidency of Donald Trump, since Janu-
ary 20, 2025 security-shoring has again escalated to new military
levels, i.e. immigration and organized crime have resulted in an
“invasion” (Trump 2025), which justifies the use of new instru-
ments for preserving the us’ national security (and thus security-
shoring). They are also the basis to justify new tariffs against u.s.
imports from Canada, China, and Mexico since February 1, 2025.*
Robert Lighthizer has been one of the few authors close to the new
Trump administration who has been able to propose a medium-
term strategy explicitly linking u.s. national security with a new
global trade regime. This strategy envisions a group of countries
operating “based on long-term trade balance, and the new system
should enforce an equilibrium ... Indeed, John Maynard Keynes
proposed a similar structure at the Bretton Woods conference that
established the post-World War II trade order.”

4 Inthe case of China The Executive order to justify 10 % additional tariffs beginning on
February 1, 2025 refers to synthetic opioid supply (wn 2025/a), while the Executive
order for 25 % tariffs on Mexican imports refers to unlawful migration, illicit opioids,
and Mexican drug trafficking organizations (wH 2025/b).

5  Lighthizer (2025) also asserts that the U.s. ‘have become victims either because they
believe in the myth of free trade or because they are not good at defending themselves
against these aggressive strategies ... In the last 20 years, we have transferred some
$20 trillion of our wealth ... to the governments and citizens of the exploiting coun-
tries ... We are not competitive in important products like personal computers, semi-
conductor manufacturing, solar panels, shipbuilding and much more.. He explicitly
refers to “real villains” such as Canada, Germany, Mexico, and Vietnam, but particu-
larly to China.
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The LAac-China trade relationship has been examined in detail
in the last years (Damares Lopes et al. 2021; Dussel Peters 2024,
2025). In order to set the overall foreign trade basis of LA C for the
next chapter, two topics are significant.

First. China has become LA C’s second main trading partner
since 2009, only after the u.s. (Figure 1); in a rather short period
China increased its share over LAC’s total foreign trade to 17.11 %
(in 2023). Intraregional trade suffered significantly, falling from
21.45% in 2008 to 14.60 % in 2023, the lowest level in the 21 cen-
tury. The main loser in L AC’s trade has been the Us, accounting for
54.21 % of LAC’ s trade in 2000 with levels below 38 % since 2020.

Figure 1. L Ac Main Trading Partners (2000-2003) (percentage over total trade)

50,00
40,00

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

=== China European Union === Latin America and Caribbean == United States

Source: author s elaboration based on UN-COMTRADE (2024).

Second. The most significant change in L Ac’s foreign trade struc-
ture in the 21* century has been in its imports (Figure 2). China
increased its share of L Ac’s imports from 2.35 % in 2000 to 19.99 %
in 2023, while the U.s.’s share fell sharply from 49.62 % in 2000 to
30.70% in 2023. Both LA c and the European Union maintained
rather low shares for the period (Figure 2).

6  For a full historical and conceptual analysis see: Dussel Peters (2025).
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Figure 2. LAcC: Main Importing Countries (2000-2023)
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Other analyses have highlighted additional characteristics of LAC-
China foreign trade, including LAC’s exports, details on specific
global value chains, intra-industry trade, trade concentration,
transportation costs, and trade deficits, among others. These trade
structures, however, are sufficient for understanding the impor-
tant contribution of the next chapter, in light of the discussion and
accusation by the u.s. that LA c, and particularly Mexico, are ex-
porting Chinese goods and services to the u.s. The argument has
been particularly strong and important —given the new triangular
relationship and debates on security-shoring vis-a-vis China-
explicitly against Mexico. While the u.s. has confronted China
with direct tariffs since 2018, Mexico has increasingly become
a ‘back door’ for Chinese imports enteringthe u.s. (USTR 2024:25).

2. LAC’s Value-Added in its Total Exports and
to the U.S. (1995-2020)

In order to examine China’s value added in LAC’s foreign trade
we will use the Organisation for Economic Co-operation and De-
velopment’s (0EcD) Inter-Country Input-Output Tables (1c10).
These input-output matrixes include information for 78 countries
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and the rest of the world; disaggregated in 45 sectors; they allow
to distinguish inputs according to the domestic or foreign origin
between 1995-2020. Latin America and the Caribbean includes 7
countries: Argentina, Brazil, Colombia, Costa Rica, Chile, Peru,
and Mexico.

1c10 allows to calculate: a. the GDP or value-added by coun-
try, b. the decomposition of gross exports in: i. domestic content,
ii. foreign content, which can be disaggregated by country.” This
type of analysis is particularly fruitful as it allows for estimates of
the foreign content in a country’s gross exports by source country
(for example, the u.s. and China) u.s. . Results will focus on the
discussions posed in the first section of this chapter.

Four types of results are relevant for our discussions.

First. China’s presence in L AC’s economy calculated by China’s
GDP absorbed in the economy in LA c (or in final goods complet-
ed in China and consumed in LA c). Figure 3 reflects that LAC’s

Figure 3. Chinese Value-Added Absorbed by LA c’s Economies (1995-2020)
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7  For a full discussion see Borin and Mancini (2019) and Pérez-Santillan (2024).



CHINESE VALUE-ADDED IN LATIN AMERICAN AND CARIBBEAN EXPORTS

absorption of Chinese GDP has increased significantly during
1995-2020, from 0.2% of LAC 's GDP in 1995 to 3.5% in 2020.
This process has deepened for all considered countries of LaC,
and particularly for Chile (5.6 % ofits D P), Peru (4.7 %), Colom-
bia (4.0 %), and Mexico (3.8 %).

Second. Decomposition of gross exports to the United States.
As discussed above, gross exports are disaggregated by domestic
and foreign content. Table 1 reflects for an important fall of LAC’s
domestic content in its gross exports to the us, from 73.3% in

Table 1. LA C s Exports to the us: Domestic Value-Added (1995-2020) (percentage

over gross exports to the Us)

Argentina  Brazil Chile  Colombia (;c;’s;a Mexico  Peru LAC
1995 89.8 87.9 84.7 88.5 79.1 67.1 90.6 73.3
1996 89.6 88 84.1 88.4 78.5 65.6 90.5 71.5
1997 89 86.9 83.9 88.6 78.6 64.7 90.4 70.6
1998 89.6 86.9 82.6 89.1 78.3 62 90.4 68.1
1999 90.2 85 83.3 92 78.8 61.6 90.5 67.7
2000 90.7 84.6 81.5 87.7 78.5 61.6 89.8 66.8
2001 91.2 82.9 79.6 86.7 79 61.8 89.4 66.8
2002 89.9 83.6 79.5 86.7 79.3 62.3 88.6 67.2
2003 89.3 84.2 78.2 87 79.1 61.5 88.2 66.9
2004 87.1 84 79.1 87.5 78.2 62.7 87.2 68.1
2005 87.2 85 77.3 88.4 76.9 63.5 84.6 68.9
2006 87 85.5 79 88.6 75.2 63.5 82.9 68.9
2007 86.1 86 78.5 88.6 76.1 63.4 80.7 68.6
2008 85.3 85.4 75.5 88.2 74.6 64.8 79.3 69.9
2009 87.4 87 79.3 90.7 79.1 63.9 83.9 69.8
2010 87.3 86.4 80 91.3 79.6 63.3 82.3 69.2
2011 86.9 85.6 77.7 90.9 79 65 81.5 70.9
2012 87.1 84.8 78.5 91.1 79.3 64.5 82.2 70.3
2013 87 83.7 78.3 91.2 80.6 64 83.1 69.4
2014 88.7 84.3 79.8 88.1 81 64.1 83.9 69.1
2015 88.8 83 82 87.3 83.2 62.4 86.1 67.3
2016 87.2 84.3 83.6 86.8 83.6 61.5 86.9 66.9
2017 87.1 84.4 83.2 87.5 82.3 61.6 86.1 66.9
2018 86.5 82.4 81.6 87.1 81.1 61.9 85.5 66.6
2019 86.5 82.1 81.7 86.7 82.2 63.3 86.7 67.7
2020 88.4 82.3 82.2 88.1 81.8 64.3 88.5 68.7

Source: Authors’s elaboration based on oeEcp (2023).
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1995 to 68.7 % in 2020, i.e. the foreign content accounts for 31.3 %
in 2020. Differences among countries are most significant: Mexico
is by far the country with the lowest domestic content in gross
exports to the Us, of 64.3 % in 2020, in contrast to Peru, Argentina
and Costa Rica, with 88.5%, 88.4% and 81.8 %.

Third. Tables 2 and 3 reflect the profound changes in LAC’s
trade (as discussed in section 1.2) and specifically regarding the
value-added of its exports to the U.s. as a percentage of its for-
eign value-added. Table 2 accounts for the increasing relevance of

Table 2. L A c Exports to the us: Chinese Value-Added in LA C s Foreign Value-

Added (1995-2020) (percentage)

Argentina  Brazil Chile  Colombia (;c;’s;a Mexico  Peru LAC
1995 1.6 0.9 14 1 0.6 0.7 1.8 0.8
1996 2 1.4 1.9 1.5 0.7 0.5 1.7 0.6
1997 2.4 1.5 2.4 2.1 1 0.7 1.8 0.8
1998 3 1.6 2.7 2.7 1.2 1.4 2.2 1.5
1999 2.7 1.5 3.2 3 1.1 1.4 2.2 1.5
2000 2.5 1.4 2.3 2.8 1.2 1.5 2.2 1.5
2001 2.7 1.7 2.5 3.1 1.3 2.3 2.6 2.3
2002 2.9 24 2.8 3.8 14 3.4 3.1 3.3
2003 3.3 3.2 2.8 4.2 1.7 5 3.8 4.8
2004 3.9 3.3 3.2 5.8 2.3 6 3.8 5.7
2005 3.7 3.3 3.1 5.5 2.7 6.8 4.4 6.4
2006 4.8 3.6 3.7 5.6 3.8 7.6 4.7 7.2
2007 6.7 4.5 4.4 6.3 4.1 9 5.1 8.5
2008 8.3 5.7 6.4 7.2 4.8 10.6 6 9.9
2009 7.2 5.2 59 7.3 4.6 11.8 7.7 11.1
2010 7.7 6 6 7.7 5.2 12.8 7.1 12.1
2011 9.1 6.1 6.2 9.3 5.4 13.4 6.8 12.5
2012 9.2 6.4 7.3 10 5.6 14.6 7.7 13.6
2013 9.9 7.3 7.9 10 6.7 15.1 7.9 14.2
2014 11 8.1 10 9.4 7.1 16.2 10.2 15.3
2015 11.7 10.3 11.8 11 8.5 17.2 13 16.5
2016 11.2 8.5 114 9.8 8.9 16.6 12.8 15.9
2017 10.8 8.6 114 9.5 8.6 16.8 11.5 16.1
2018 11.5 11.7 11.1 10 8.7 17.6 11.4 16.9
2019 13.4 11.3 12 10.2 8.7 18.3 14 17.5
2020 15.7 13 14.8 13.3 10 21.2 18.7 20.4

Source: Author s elaboration based on oEcp (2023).
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Table 3. LAC ‘s Exports to the us: Us Value-Added (1995-2020) (percentage over

gross exports to the us)

Argentina  Brazil Chile  Colombia (l‘:::la Mexico  Peru LA
1995 20 22.3 21.4 34.4 42.9 64.7 24.7 59.1
1996 19.8 20.9 21 33.1 41.6 71.9 22.5 66.2
1997 21.3 22.9 21.1 34.9 44.1 71.7 22.1 66.3
1998 20 24.5 18.6 31.8 45.4 65.8 22.6 61.8
1999 20.7 24.1 18.7 34.9 42.7 65.9 21.1 62
2000 21.8 23.1 17.7 32.8 41.2 64.9 19 61
2001 23.5 22.7 16.5 30.6 40.7 58.7 18.4 55
2002 22.6 20.3 15.5 30.4 42.4 55.2 16.6 51.6
2003 22.1 18.7 13.9 28.7 43.5 53.7 16.7 50
2004 20.6 17.4 14.6 27.2 39.8 48.8 16.3 45.1
2005 19.7 17 14.5 25.8 37.9 45.5 14.4 41.9
2006 19 16 15 26.5 40.2 44 13.8 40.7
2007 17.3 16.1 16 26.1 38.1 414 13.5 38.5
2008 15.9 16.3 17.6 25.9 37.8 40.5 15.6 37.4
2009 19.6 18.4 16.9 29 36.6 414 19.4 38.9
2010 18 18.9 16.2 26.5 42.5 40.3 17 38
2011 17.6 19.2 18.7 26.9 40.1 39.6 16.4 37
2012 18.8 19 20.5 26.5 42.6 40.1 16.4 37.7
2013 18.9 20 21.9 31 42.1 41.2 19.5 39
2014 19.5 19.6 21 35.9 41.2 41.5 21.6 39.5
2015 20.1 21 21.9 33.4 40.7 41.6 25.6 39.8
2016 20.1 23.4 22.5 30 40.6 40.8 27.8 39.3
2017 19.8 23.1 22.1 28.4 39.5 39 25.1 37.6
2018 19.3 22.3 23.3 32.8 39.3 38.7 24.7 37.3
2019 19.4 23.3 24.1 30.2 37.9 39 29 37.6
2020 15.9 22.3 224 30.9 35.9 37.2 27.1 35.8

Source: Author s elaboration based on 0Ecp (2023).

China’s value added in LAC’s exports to the U.s., from less than
1% until 1997 to 20.4 % of foreign value-added. Mexico stands out
for the highest Chinese value-added in 2020 (21.2 %), while Costa
Rica (10 %), Brazil (13%), and Colombia (13.3) reflect a much
lower Chinese value-added in their exports to the u.s. Table 3
accounts for the u.s.’ value added in LA C’s foreign content. The
U.s. is still the most important source of LAC’s foreign value-
added, but fell drastically from 59.1 % in 1995 to 35.8 % in 2020,
i.e. the u.s.’share over LA C’s trade has not only fallen significantly
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(as discussed in Section 1.2.), but in addition its value-added in
LAC’s exports to the u.s. This is particularly the case for Mexico
(from 64.7 % in 1995 to 37.2 % in 2020), but also for Brazil, Chile,
and Peru (Table 3). There are other countries in LAC’s trade, in
addition to China and the U.S, that are important in terms of their
foreign value-added to LAC’s gross exports, such as other Asian
countries, the European Union, and LAC countries.

Fourth. Additional calculations, such as those for Mexico. The
1c10 calculations allow for additional estimations for sectors and
countries, in addition to China and the u.s. for 1995-2000. Based
on the discussion in the first section, three results are of interest.

A. Figure 4 deepens profound structural changes in Mexico’s
foreign trade and exports. During 1995-2020 Mexican
exports to the us have drastically increased Chinese val-
ued-added, now as a percentage of Mexico’s value-added
in gross exports (from 0.24 % in 1995 to 7.5 % in 2020) in
comparison to the u.s. (from 21.09% to 13.13%). Thus,
while the u.s. is still the major source of Mexican foreign
value-added by country;, it has fallen significantly, particu-
larly in comparison to China. Equally relevant, however, is

Figure 4. Mexico: Exports to the United States and Value-Added from China
and the us (percentage over value-added in gross exports) (1995-2020)
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that foreign companies —particularly those from the u.s.-
account for 70 % of Mexicos imports, including those from
China (Tolama and Lépez 2024).

B. The United States’ domestic value-added in its exports is
much higher than for any other LAC country (see Ta-
ble 1), including the us exports to Mexico: its domestic
value-added over gross exports have remained relatively
stable at around 87 % during 1995-2020. Nevertheless, Chi-
na’s value-added share in its total value-added to exports
to Mexico increased from 0.4 % in 1995 to 1.8 % in 2020.
Canada’s value-added in exports to Mexico also increased
from 0.3 % in 1995 to 3.0 % in 2020 (Figure 5).

Figure 5. United States and Canada: Chinese Value-Added to Exports to Mexico
(1995-2020) (over respective gross exports to Mexico)
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Source: Author’s own ellaboration based on oEcD (2023).

3. Conclusions and Discussions

The analysis has highlighted the importance of the u.s.- Chi-
na confrontation, particularly in its first section in terms of the
concepts of new triangular relationships and security-shoring.
The profound u.s.- China confrontation goes far beyond trade,
high-tech commodities and electric vehicles, and it includes tour-
ism, education, and academics, as discussed. Third regions and
countries will have to specify concrete steps regarding an agenda
vis a vis the u.s. and China. The security-shoring agenda of the
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U.s. since 2022 poses enormous challenges for Lac and other
regions and countries, particularly since 2025 and the aggressive
strategy of the second Trump presidency.

The analysis contributes to understanding the increasing pres-
ence of China in LAC’s foreign trade in the 21% century, particu-
larly in comparison to the U.s., LAc, and the European Union.
As discussed in Section 1, LAC’s foreign trade has significantly
substituted for the u.s., specifically regarding its imports, and
affecting L AC’s intraregional trade during the 21* century.

A key contribution of the analysis is its examination of LAC’s
value-added in gross exports by country, along with the growing
share of Chinese value-added. The substantial increase in Chinese
value-added, compared to the U.s.s —still the most significant,
though with a notable decline in the 21st century- is one of the
chapter’s most important findings.

The Mexican analysis invites to a more profound analysis for
the rest of the region and each of its countries. The Mexican case
is substantial considering its low domestic value-added content,
and, in addition, the substantial growth of Chinese value-added to
its exports to the u.s., of 7.5 % in 2020. Even in the Mexican case,
however, the concept of new triangular relationships is fundamen-
tal: yes, Mexican export increase its Chinese value-added, but the
imports of Chinese parts and components are pursued by foreign
firms, particularly from the us. In addition, Chinese value-added
has also increased importantly in the us” and Canada’s exports to
Mexico, although with lower levels than Mexico (Figure 5). These
trade structures —excluding other specific analyses such as foreign
direct investment flows and structures— have not been sufficiently
understood and have been overlooked by u.s. policymakers in
recent years, particularly in the context of security-shoring.

The results also set the basis for detailed analysis of specific
global value chains in L A ¢, mainlyfor those exported to China.
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Local Impact of Venezuela’s Oil
Exports to China. An Analysis
Based on the New Oil-Based

Global Value Chain (2000-2023)

Carlos Eduardo Pifia

Introduction

The main objective of this analysis is to analyze the local impacts
in the main economic levels of analysis (macro, medium, micro
and territorial) generated by Venezuelan oil exports to China dur-
ing the 21st century. For this purpose, two main sources will be
considered, such as: 1) the cumulative knowledge of the meth-
odology on Gvc developed by the Academic Network of Latin
America and the Caribbean on China (Red ALc-China), espe-
cially the approach that assumes the integration of micro, medium
and macroeconomics as a methodological tool to understand the
economic engagement between China and Latin America and
the Caribbean (Lac) (Dussel Peters 2019); and 2) the publicly
available information related to Venezuelan oil exports to China
during the first twenty-three years of the new century. It is crucial
to note that oil is the most important natural resource produced in
Venezuela and the country’s main exportable product; moreover,
this product has been the main driving force in consolidating bi-
lateral relations between China and Venezuela and promoting
their current “All-weather strategic partnership”

In terms of economic impact, the decision to research this
topic is part of the academic effort to identify and understand
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Latin America’s economic engagement with China in recent years.
For many countries, including Venezuela, China has become an
important trading partner, but also an important investor in infra-
structure projects and/or a source of foreign direct investment, in
the form of greenfield projects and/or mergers and acquisitions.
This economic engagement has generated new jobs, technology
transfers, new and valuable upgrading activities and, in general,
economic growth in the host countries. Furthermore, this chapter
attempts to integrate new knowledge, understanding and infor-
mation on how the new oil-based gvc with China has brought
economic advantages or disadvantages, depending on the case, to
Venezuela.

In order to achieve this goal, the following pages will explain
some topics related to Sino-Venezuelan trade relations and, espe-
cially, the creation, consolidation and stagnation of the new oil-
based G vc between these countries. In this regard, the structure
of this chapter is made up of a summary of the diplomatic relations
between China and Venezuela, which commemorated its fiftieth
anniversary in 2024; for this purpose, this half-century period
will be explained in two different stages: 1974-199 and 1999-2024.
The following part explains the main characteristics and figures of
the Sino-Venezuelan trade relations during the fifty years of their
bilateral relations, emphasizing the period 2000-2023, which is the
most dynamic and relevant in commercial terms. After this ex-
planation, the next part of this chapter will focus on the local
impact at four economic levels (macro, medium, micro and ter-
ritorial) of Venezuelan oil exports to China. Finally, the chapter
closes with the main conclusions of this study and a set of policy
recommendations.



LOCAL IMPACT OF VENEZUELA'S OIL EXPORTS TO CHINA

1. China and Venezuela: Fifty Years of
Diplomatic Relations (1974-2024)

Venezuela and the People’s Republic of China (PrRc or China)
officially established diplomatic relations in 1974, during the
administration of President Carlos Andrés Pérez (1969-1974)
(Brandt and Pifa, 2019). Since then, both countries have already
commemorated their fifty years of diplomatic relations (MINCYT,
2024); according to the literature and studies on this bilateral
relationship, it is possible to divide it, with the aim of better un-
derstanding its historical process, in two different periods such as
1974-1999, a stage that can be described as the “beginning of the
relationship”, and 1999-2024, a period considered the “consolida-
tion of the relationship”

Regarding the beginning of the relationship, it is important to
mention that the bilateral diplomatic recognition between Chi-
na and Venezuela came at a time when other Latin American
countries such as Chile, Mexico, Peru, Jamaica, Guyana, Brazil,
Trinidad and Tobago, and Argentina had also begun to shift their
diplomatic stance from Taiwan to China as the legitimate repre-
sentative of the Chinese state (Connelly and Cornejo 1992).

It is important to note that most of these new diplomatic posi-
tions were influenced by the meeting between the two presidents
Richard Nixon and Mao Zedong in Beijing in 1972, an event that
marked a turning point in China’s diplomatic relations with the
Western world (Department of State 2024). At that time, most
Latin American countries were politically, militarily and economi-
cally influenced by the United States (us). Thus, the approach that
this North American country chose for managing its relations with
the pPrRC marked a path for other countries in the region to follow.

A few years after the diplomatic recognition between China
and Venezuela, the Asian country started a huge transformation
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of its economic system, based on the improvement of its industrial
sector. The main objective of this strategy was to create the con-
ditions for a more effective integration into the world economy.
However, due to the complexity of this work, China could not in-
tegrate its economy with the world as much as it wanted to, at least
during the decades of the 1970s and 1980s (Anguiano Roch 1997).

This did not prevent the country to advance in the signature of
different types of bilateral agreements to strengthen its diplomatic
relations with the countries that began to recognize the PrRC in
those years. In this context, Venezuela and China, during 1974
and 1990, signed eight diplomatic agreements related to scientific
cooperation, cultural exchanges, commercial issues, elimination
of visas for their diplomats and other public officials, and technical
cooperation in areas such as mining, oil-related research, includ-
ing petrochemical issues (MRE 2010).

At the diplomatic level, Venezuelan President Luis Herrera
Campins visited Beijing in November 1981, the first official visit
to China by a Venezuelan president. This meeting was preceded
by the visit of his Foreign Minister, Alberto Zambrano Velasco,
to the Chinese capital on February 25, 1981. After this visit, three
different Chinese delegations arrived in Caracas: the first, which
arrived in March, was a group of representatives of the National
People’s Assembly; the second was led by the Deputy Foreign Min-
ister, Zhang Wen Jing, in April 1981; finally, in August of that year,
China’s Minister of Foreign Affairs, Huang Hua, visited Caracas
to prepare the official trip of President Campins (Molina 2018).

Norbert Molina, a professor at Venezuela’s Universidad de
Los Andes, explains that the next high-level visit by a Venezuelan
diplomat took place in 1991, when Venezuela’s foreign minister,
Armando Durén, arrived in Beijing on a five-day trip in October
of that year. Two other high-level visits were made by Venezuelan
officials in the 1990s; in 1997, Foreign Minister Pedro Maria Bu-
relli was in Beijing in February. Later, in 1999, the Chief of Staff of
the Ministry of Foreign Affairs, Carlos Bivero, visited the Chinese
capital at the head of a special delegation (Molina 2018).
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On the other hand, there are records of some Chinese del-
egations coming to Venezuela in the 1980s and 1990s. The main
objective of these trips was to establish political and economic ties
with Venezuela. In this context, during the decade of the 1990s,
both Chinese and Venezuelan officials were interested in sign-
ing agreements to buy/sell “Orimulsion”, a product made from
bitumen oils and used to generate electricity in power plants. Ac-
cording to the Venezuelan Ministry of Foreign Affairs, both par-
ties explored the possibility of building a power plant to produce
Orimulsion, signing three letters of intent (LOIs) and two feasi-
bility studies on the idea (Ministerio del Poder Popular para las
Relaciones Exteriores de la Republica Bolivariana de Venezuela
2010). Finally, the construction of this plant became a reality in
2001, when, according to official sources, 350 million usD were
invested in its construction (Romero 2000).

At the same time, it is important to note that Venezuela re-
ceived the first Chinese investment in its oil sector when the state-
owned China National Petroleum Corporation (CNPc) acquired
the rights to explore and produce oil in two fields called “Cara-
coles” and “Intercampo”. This investment represented a milestone
in the region, as the Intercampo and Caracoles projects were the
second of this type signed by cNPcC in the region, after the agree-
ment reached with the Peruvian authorities to explore the “Talara”
oil field (cNpc 2013).

The second stage of the China-Venezuela relations started in 1999
when Hugo Chévez came to power in the South American country.
The arrival of Chavez marked a turning point in bilateral relations,
setting the stage for increased economic engagement between the
two countries, but also for the establishment of a new type of dip-
lomatic relationship. During his time as head of state (1999-2013),
Chévez made four visits to China in 2001, 2004, 2006, and 2009
(cvEecH 2018). The strengthening and integration of his country
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with the “rising powers” such as China was one of the main for-
eign policy goals of Chavez; the former Venezuelan president was
always able to promote a “multipolar” world that undermines
American influence in the international arena (Gonzalez Urrutia
2006).

At the time when the Venezuelan president outlined this “mul-
tipolar” approach, China was implementing a strategy aimed at
integrating its economy with the rest of the world (People’s Daily
News 2001). This strategy, also known as the “going global” policy,
was crowned by the acceptance of this Asian country as a member
of the World Trade Organization (wTo0) and, a few years later,
by the decisive role that it played in the recovery of the global
economy during the 2008 financial crisis (Jingjing 2019).

Authors such as Enrique Dussel Peters have pointed out that
behind the going global agenda was a clear intention to adapt
the country and its economy to the global dynamics character-
ized by globalization, but with its own approach; Dussel Peters
called this process a globalization with Chinese characteristics.
Some years earlier, Joseph Stiglitz noted a similar analysis, say-
ing that the Chinese strategy for facing globalization combined:
a) a strong presence of the state in defining its economic policies,
b) a controlled liberalization of its economy, and c) ensuring the
technology transfer process from the companies that invested or
established their operations in China (Stiglitz 2016).

For many political and ideological reasons, the Chinese ap-
proach to globalization was of interest to President Hugo Chavez,
who always saw in the Chinese development model an alternative
to the us-led model of liberal democracy (Diez 2006). For this
reason, it is appropriate to consider the coincidence of goals and
interests of both China and Venezuela, especially in issues related
to cooperation among developing countries, promotion of a mul-
tipolar world, and economic development.

Once both the Chinese and Venezuelan authorities understood
that they agreed in most of their foreign policy principles and
objectives, the next step to engage their relationship was to create
an institutional common ground in various areas of cooperation.
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In this sense, in 2001, these countries agreed the creation of the
China-Venezuela High-Level Joint Commission (CMAN, in Span-
ish), with which both countries would discuss and agree on all
issues related to their bilateral relations (Chinese Embassy in Vene-
zuela, 2006). The first cM AN meeting brought the signing of sev-
eral agreements to strengthen the bilateral cooperation in areas
such as technology, agriculture, transportation, and eventually
energy. Because of this new stage, that year China and Venezuela
decided to elevate their bilateral relations to the “Strategic Partner-
ship for Shared Development” (Pifia 2024).

In the following years, both countries were able to increase
their bilateral economic exchange, but the internal situation in
Venezuela did not allow it. From 2002 to 2004, the Chavez ad-
ministration faced a major challenge in securing the country’s
governance from opposition movements and political parties. This
situation led to an attempted coup détat against Chavez in April
2002 and a two-month blockade of the Venezuelan National Petro-
leum Company (PDVsaA). After these events, the political parties
decided to resolve their differences by holding a referendum to de-
cide whether Chéavez should remain in power. Ultimately, the Ven-
ezuelan president won the election, and the political crisis was
over; however, the economic cost to the country and to the ad-
vancement of bilateral relations with China was significant (Todo
Chavez 2004).

The period 2004-2007 was very dynamic for both countries in
terms of advancing their bilateral relations. During these years,
China and Venezuela signed 131 different agreements, increased
their technical cooperation in many fields, secured new Chinese
direct investments in Venezuela and, last but not least, made prog-
ress in negotiating a new framework for the disbursement of loans
from China to Venezuela in exchange for oil. These important
results shown by both countries in those years were possible after
two new official visits made by President Hugo Chavez to Beijing
in 2004 and 2006, when both countries celebrated two meetings
of the High-Level Joint Commission (MRE 2010).
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In 2007, the consolidation of this relationship reached a new
level with the creation of the China-Venezuela Joint Fund (cvJF),
a loans-for-oil scheme negotiated by both sides in previous years.
This program brought nearly 62 billion usp to the Venezuelan
economy over the period 2007-2015 (Pifia 2019a). The benefits
for both countries were significant; for China, a new Global Value
Chain (g vc) focused on the oil trade was created with the aim of
supplying part of its current (at the time) and future oil consump-
tion; for Venezuela, the opening of the Chinese market was not
only an opportunity to diversify its oil exports to a country other
than the United States, but also a way to increase its revenues
from the sale of this commodity.

As will be shown in the next pages of this chapter, the amount
of money that came from the Sino-Venezuelan joint funds was
invested in various projects and factories, as well as in the pur-
chase of many products such as cars, televisions, air conditioners,
washing machines, etc., produced in China. At the same time,
these purchases stimulated Chinese companies to make direct
investments in Venezuela in sectors such as telecommunications,
the automotive industry, and the oil industry, in which cNpc es-
tablished four joint ventures with PDvs A (Petréleos de Venezuela,
S.A.2016).

In the years that followed, bilateral relations continued to im-
prove. Meanwhile, the death of Hugo Chavez did not stop the
two countries from the path they had embarked on in 2001. In
fact, a year after the new Venezuelan president, Nicolas Maduro,
took office, China decided to upgrade the bilateral relationship to
a “strategic comprehensive partnership” (Embassy of the People’s
Republic of China in Nepal 2014). This new attitude brought new
investments and loans to the Venezuelan economy in 2015 and
2016. In the oil sector, cNPc made new investments in these two
years to maintain oil production in the fields where they have joint
ventures with PDVSA (Petréleos de Venezuela, S.A. 2016).

Despite the importance of this new stage in Sino-Venezuelan
relations, the economic situation in Venezuela and the direct con-
frontation that this country had with the United States caused a
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stagnation in all economic indicators between China and Venezu-
ela. However, this situation did not prevent both countries from
continuing their cooperation process; for example, in 2016 and
2018, China allowed Venezuela to renegotiate the terms of the
bilateral debt service (Reuters 2016). Later, the Asian country sup-
ported Venezuela during the period when the American president,
Donald Trump, imposed some economic sanctions against the Ven-
ezuelan government, and Beijing provided health assistance to
Caracas for facing the covid pandemic (Brandt Siem 2020). For its
part, Venezuela has kept intact its diplomatic support to China in
all the difficult issues that this country faces at the international
level, such as: the Hong Kong security law, the claim for sover-
eignty in the South China Sea, the Taiwan dispute and the denun-
ciations related to the treatment that Beijing applies in the Xinjiang
region (Pina 2024)

All this political support shown by the two countries in the first
quarter of the twenty-first century motivated them to reach a new
level in their bilateral relations, such as the “All-Water Strategic
Partnership” (Reuters 2023). This new diplomatic consideration
was reached during the last visit of President Nicolas Maduro to
China in September 2023.It marked the consolidation of a bilateral
relationship that looks like a mature partnership not only in the
economic field, but also in the political and foreign policy aspects.
Itis important to note that the main driver of the Sino-Venezuelan
model has been the oil trade, and the energy agreements related
to this industry, by far the most important in the Venezuelan eco-
nomic system.

2. An Historical Review of the China-
Venezuela Trade Relations (1974- 2023)

Sino-Venezuelan trade relations have gone through at least two
different stages during the 50 years of bilateral relations. The peri-
od 1974-1999 showed a slow engagement between these countries
due to the economic reform process experimented in China in the
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1970s and 1980s, but also because of the economic integration
between Venezuela and other countries/regions such as the
us and/or Europe. Taking this into consideration, the Chinese
Embassy in Venezuela noted that the commercial exchanges of
this Asian country with Venezuela during the period 1974-1999
accumulated around 400 million dollars; of this amount, most
wastransacted during the decade of 1990, especially after 1996, when
these countries singed two sale-purchase agreements (spa) re-
lated to Orimulsion; the trade balance rose from about 388 million
UsD (Rios 2009). In addition, it is important to note that in 1974
both countries had an exchange of 1.4 million UsD. So, in this first
stage, growth was considerable, but not at the same level as experi-
mented in the second stage of this relationship.

The second period (2000-2024) was more dynamic than the
first. According to the World Bank’s World Integrated Trade Solu-
tion (WITs), economic exchanges between China and Venezuela
grew from 351 million usp in 2000 to 4.1 billion UsD in 2023.
However, these figures do not show the complexity of these com-
mercial relations, especially because of the consolidation of a new
Gvc based on oil and its derivative products, both countries reg-
istered a peak in their commercial exchanges in 2012, when they
transacted products for a joint value of 23.8 billion UsD, as it can
be seen in figure 1 (wiTs 2024).

During the first six years of the new century, China and Ven-
ezuela maintained their existing bitumen supply agreements;
bitumen was the main raw material used in the production of
Orimulsion. However, starting in 2003, Venezuela began to in-
crease its oil exports (crude oil and its derivatives) to China, a
situation that quickly led to an increase in the trade balance be-
tween the two countries in the following years. In addition, China
was interested in buying non-agglomerated iron ore preparations
and iron and steel products. To get an idea of the importance of
these four commodities in the Venezuelan export matrix to China
in the first five years of the new century, it must be said that they
represented about 81 % (2.3 billion usD) of the total exports (2.9
billion usD) to this Asian country (wiTs 2024).
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Figure 1. Venezuela: Trade with China (2000-2023) ($ us million)
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In particular, from 2005 to 2006, the trade relations between both
countries doubled, starting a growth path that will continue until
2012, with the only exception being the year 2009, when the world
economy was affected by the consequences of the global economic
and financial crisis. This increase can be explained taking into
account two events. The first one, the signing of several bilateral
trade agreements between 2004 and 2006, brought a new dynamic
in the relationship; the second one was the signing in 2007 of the
Chinese Venezuelan Joint Funds (cvjF), which was a loans-for-
oil scheme that allowed these countries to increase their bilateral
trade based on oil shipments (PDvsA 2016).

The cvyF, which consisted of two different mechanisms, the
Heavy Fund and the Long-Term Fund, brought about 50.3 billion
UsD to the Venezuelan economy during the period 2007-2015.
The main characteristic of these funds was that they had to be paid
with Venezuelan crude oil or also with crude oil derivatives (Pifa,
2019a). As already mentioned, these oil payments were made after
the advance payment of loans in different tranches; moreover, this
new scheme secured a new market for Venezuela to collocate its oil
production. The results were impressive for this South American
country, considering the figures presented by PDVvsa in its 2016
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annual report, which confirms the export of 1.34 billion barrels
of oil to China between 2008 and 2016 (ppVsa 2016).

According to the data downloaded from wiTs, the amount
of money transacted by both countries in crude oil, bitumen and
the other oil derivatives such as fuel oil, coke and asphalt between
2000 and 2023 was about 100.1 billion dollars. This amount repre-
sents about 89.5 % of the total Venezuelan exports to China in this
whole period. Of these oil exports, 93.6 billion usD were trans-
acted after the signing of the cvJF, which reveals the link be-
tween this loans-for-oil scheme, which since then has been the main
foundation of the new oil-based G vc between both countries.

Table 1 shows the disaggregated exports from Venezuela to
China between 2000 and 2023, taking into account the first twenty
subheadings. Apart from petroleum products (crude oil, bitumen
and petroleum derivatives), it is possible to see several raw ma-
terials, especially minerals such as non-agglomerated iron ores,
ferrous products, aluminum, ferro-nickel, etc. In addition, in this
table it is possible to observe only one type of food product (frozen
shrimps and prawns), as well as only one subheading code related
to a manufactured product, as in the case of bovine and equine
leather products. In general, it is relevant to note the high concen-
tration of Venezuelan exports to China in twenty products during
this period, which reinforces the mono-producer pattern shown
by Venezuela in the last one hundred and fifty years.

On the other hand, Table 2 shows the disaggregated informa-
tion on Venezuelan imports from China during the first twenty-
three years of the century. As can be seen, most of the purchases
that Venezuela made during this period were related to high-value
products such as telephones, air conditioners and/or computers.
Moreover, during the 2007-2015 period, the Venezuelan govern-
ment bought several vehicles, buses and motorcycles made for
Chinese companies, a path that favored the later establishment of
both a bus and a vehicle Chinese assembly factory in Venezuelan
soil. Finally, it is possible to notice the purchase of some prod-
ucts related to the oil industry, especially drilling machinery and
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Table 1. Venezuela: Exports to China Based on Sub-Heading Codes (2000-2023)

Amount

Position Sub-heading Description (Sub-heading code) (US$ Share (%)
code Million) of total

270900 Crude oil 76,347 68.20 %

2 271000 Crude oil derivatives 22,522 20.10%
3 260111 Non-agglomerated iron ores and 6,636 5.90%

concentrates
4 720310 Ferrous products o‘t.)tained by direct 2,041 1.80%
reduction

5 290511 Methanol (methyl alcohol) 812 0.72%
6 271311 Petroleum coke, not calcined 803 0.71%
7 740400 Waste and scrap, copper or copper alloy 486 0.43 %
8 271490 Bitumen and asphalt; natural asphaltites 465 0.41 %
9 281820 Aluminium oxide, other than artificial 273 024%

corundum

10 260112 | Agglomerated iron ores and concentrates 174 0.15%
11 550200 Artificial filament tow 153 0.13%
12 760120 Aluminium unwrought, alloyed 118 0.10%
13 720260 Ferro-nickel 102 0.09 %
14 30613 Frozen shrimps and prawns 91 0.08 %
15 250310 Crude or unrefined sulphur 86 0.07 %
16 760200 Waste and scrap, aluminium 82 0.07 %
17 410429 Other bovine and equine leather, tanned 71 0.06 %
18 261900 Slag, dross, etc, fro'm the manufacture 61 0.05%

of iron

19 740321 Copper-zinc base alloys, unwrought 59 0.05%

20 720712 Semi-fin prod,iron or n-al steel,rect/ sq 4l 0.04%
Cross

1- 20 Top twenty sub-headings (subtotal) 111,423 | 99.6%

All Total exports 111,861 100 %

Source: Own elaboration based on wiTs (2024).

carbon steel pipes, both important products to be used in up-
stream activities (oil exploration and production).

Contrary to the pattern shown in Table 1, the information on
the twenty first subheadings imported by Venezuela from China
during the period 2000-2023 shows a more diversified basket of
products than the one offered by Venezuela to China. For example,
the mentioned twenty subheadings represented only 30.1 % (20.1
billion usD) of the total Venezuelan imports from China (67 bil-
lion usp). In this respect, the trade pattern of both countries

AR
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Table 2. Venezuela: Imports from China Based on Sub-Heading Codes (2000-2023)

Amount

Sub-headi Share (%) of
Position ub-heading Description (Sub-heading code) (US$ are (%) 0
code " total
Million)
1 852520 Transmission appara.tus incorporating 3,122 4.60%
reception
2 841510 Air conditioners 1,662 2.48 %
3 847120 Digital computers w1th.cpu and input/ L611 2.40%
output units
4 871120 Motorcycles 1,587 2.37%
5 843041 Drilling or sinking machinery 1,405 2.09%
6 730420 Carbon steel pipes 1,234 1.84%
7 852810 Televisions and/or television receivers 1,175 1.75%
8 640299 Footwear with rubber soles and uppers 1,110 1.65%
A {les with reci P
9 870323 utomobiles wit r?aprocatmg piston 860 1.30%
engine
10 401120 New pneumatic tyres 850 1.30%
1 851730 Telephonic or telegraphic switching 730 1L08%
apparatus
12 843049 Boring or sinking machinery nes, not 725 L08%
self-prope
13 870210 Diesel powered bu'ses with a seating 621 0.92%
capacity of
14 730890 Structures and parts of structures, of iron 573 0.85%
or steel
15 950390 Toys 551 0.82 %
16 843180 Taps, cocks, Yalves and similar 502 0.75%
appliances, ne
17 890510 Dredgers 490 0.73%
18 851740 Apparatus, for carrier-current line 474 0.70%
systems, ne
19 71333 Dried kidney beans, incl. white pea 460 0.68%
beans, shel
20 851782 Telegraphic apparatus, nes 454 0.68 %
All Total imports 67,026 100 %

Source: Own elaboration based on wiTs (2024).

reveals the traditional central-peripheral relationship, in which a
country concentrates its exports on a few raw materials in exchange
for a series of products with high added value. Over the years,
this pattern has strengthened due to the progress of the Chinese

-42.
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economy and its impressive advances in technological processes,
but also because of the Venezuelan process of reprimarization.

At this point of the trade explanation, it is important to add a
brief clarification about the 2019-2023 period, which, as can be
seen in Figure 1, showed a significant decline in bilateral trade
between China and Venezuela, but also a change in the pattern
that both countries had during the century. This was possible due
to the imposition of Us-led sanctions against the Venezuelan gov-
ernment in 2019, specifically a ban on countries buying crude oil
produced in Venezuela. As a result, Venezuela, which exported
nearly 5 billion usD in crude oil in 2019, saw China reduce its
oil purchases. The significance of this new reality lies in how ex-
ternalization, such as sanctions and the oil embargo, affected oil-
based GVCs between the two countries. Instead, China focused
its purchases from Venezuela on methanol, ferrous products, iron
ore concentrates, and non-calcined petroleum coke, all of which
were not subject to embargoes or purchase bans (wiTs 2024).

In general, China’s integration as one of the main customers of
Venezuelan oil exports, but also the adaptation of the cvjr and
the sale and purchase agreements (spA ) between both countries,
as part of these loans-for-oil programs, allowed it to be Venezuela’s
second trading partner during the period 2008-2017, but also to
become the main trading partner in 2019, 2021 and 2022, ac-
cording to the data published in wiTs. Finally, it is important to
mention that during the period 2019-2023, the trade balance has
been favorable for the Asian country, because of the aforemen-
tioned sanctions, but also because China is trying to couple its
wholesale sector to the Venezuelan economy, diversifying its ex-
ports to this Latin American country.
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3. The Economic Effects of the New Oil-
Based Global Value Chain (cvc) Conformed
by China and Venezuela in the TwentyFirst
Century

Given the explanation of the historical development of Sino-Vene-
zuelan trade relations, the analysis of the oil-based G vc will focus
on the twenty-first century. In this respect, the subchapter will be
divided into two parts; the first one is related to the conformation
of the new oil-based G vc between China and Venezuela during
the first twenty-three years of the new century; the second one, in
turn, is related to the local impacts stemming from Venezuelan oil
exports to China during the same period. Finally, this subchapter
concludes with an explanation of the local impact of the aforemen-
tioned Gvc taking into account its territorial impact.

Since the beginning of his first presidential term, Hugo Chavez
was able to change the main foundations of Venezuela’s foreign
policy, including economic issues. In his first government devel-
opment plan for the period 2000-2007, the then-president clearly
defined his intention to move towards a multipolar world by con-
necting with new “centers of power” other than the United States
and Western Europe. Among these countries, Chavez considered
India, Iran, Russia, and, last but not least, the People’s Republic of
China (mpp 2001).

Motivated by this goal, Chavez traveled to Beijing as soon as he
took office in 1999. Since his first trip, this politician has offered
Venezuela’s oil potential to deepen bilateral relations with China.
These efforts became a reality in 2001, when the two countries not
only established the cMm AN, but also signed a “Ten-Year Energy
Cooperation Agreement (2001-2011). This document was the ba-
sis for how China and Venezuela defined their intentions regarding
their relationship around Venezuelan oil production (MRE 2001).
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This step was taken at the same time as both countries signed
new supply agreements to sell bitumen to China. As part of this
effort, they agreed to new purchases of bitumen from Venezuela
to China but also decided to invest in a new Orimulsion plant in
Venezuela. This plant was to be built at an estimated cost of 350
million usp and its main objective was to create an Orimulsion-
based G vc that would supply the industrial sector in China (Pifa
2019a). It is important to note that bitumen production was lo-
cated in the Orinoco Oil Belt (0 0B), and, in 2006, the Venezuelan
government and the state-owned oil company, PDvs A, considered
bitumen an extra-heavy oil and reduced exports of this commodity
to China (ppVvsa 2010). As a result, the sales of bitumen remain
relevant until 2005, when both parts decided to focus their spa
energy on crude oil and its derivatives (Prensa PDvsA 2006).

The ban on bitumen exports was part of Hugo Chévez’s strategy
to increase Venezuelan oil exports to China in the new century.
Previously, the former Venezuelan president had visited Beijing
in 2001, 2004 and 2006 to intensify his efforts. In those mo-
ments, Chavez tried to secure the opening of the Chinese market
to Venezuelan oil, offering a wide range of options to integrate
both countries through this raw material; the proposal included:
1) promoting Chinese direct investment in Venezuelan oil fields;
2) selling new fuel oil shipments; 3) maintaining the trade be-
tween both countries; 4) investments in both the petrochemical
and gas industries and; 5) selling asphalt. The intentions of said
leader were recorded in a speech given in 2004 after a meeting
with President Hu Jintao, in which he said: “Venezuela has all the
oil China needs to ensure its development and economic growth”
(Todo Chavez 2004).

The agreements reached by Presidents Chavez and Hu Jintao af-
ter their meeting in Beijing in 2004 led to a rapid increase in oil trade
between China and Venezuela. Since then, Venezuelan oil sales
to China have increased tenfold, from $ 75 million to about $ 700
million in the first six years of the new century. These revenues,
although important, were not comparable to the revenues that
PDVSA received from its sales to the United States during the same
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period. Nevertheless, it is important to say that these new revenues
were invested in social programs, especially in 2004, when Chavez
put his leadership to the test by proposing a referendum to decide
on his continuation in power (D’Elia and Cabezas 2008). At that
moment, the former Venezuelan president understood that his
political project needed huge economic resources to survive in
the long run. The rapprochement with China was also part of this
political calculation.

To complete this strategy of integrating both economies
through Venezuela’s oil industry, the Chavez government de-
veloped a plan called “Siembra Petrolera” (Oil Seed), which en-
visioned the possibility of increasing Venezuela’s oil exports to
China to more than two million barrels per day (1Esa 2014). This
plan was to be implemented by D Vs A, the national oil company,
in order to integrate the different stages of business with the Chi-
nese oil companies. Since 2006, both countries-especially Ven-
ezuela-have been in talks to propose building two refineries in
China to process Venezuelan crude arriving in the country. The in-
tention of this proposal was to secure and integrate a new value
chain based on Venezuelan oil supplies (OPCh 2009).

Along with this proposal, the Venezuelan president sought
ways to generate more revenue from oil shipments to China. To
achieve this, Chavez and his government, after signing several
agreements that strengthened bilateral cooperation in the oil in-
dustry, developed a strategy to link oil shipments with the financial
sector.: the creation of the China-Venezuela Joint Fund (cvJF), a
loans-for-oil mechanism that implied the advance disbursement
of loans to Venezuela in exchange for oil shipments to China. This
proposal was made by Chavez during a visit to Beijing in August
2006 and was approved by China in 2007 (Todo Chavez 2007). Its
approval marked the final consolidation of the new oil-based G vc
between the two countries and provided Chavez with the nec-
essary funds to build several infrastructure projects throughout
the country.

While Chavez was negotiating the creation of the cvjr with
China, the ruling party in Venezuela was able to reform the
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Organic Law of Hydrocarbons, a legal instrument that trans-
formed the oil business in the country and reserved a large share
of the oil business for the Venezuelan state (Brewer-Carias 2008).
As a result, a new entity was created to carry out oil projects:
the Joint Ventures, which had to be formed by the National Oil
Company, PDVS A, and any other foreign company that wanted to
be part of the oil business.

This measure, which amounted to the nationalization of up-
stream activities in the Venezuelan oil industry, was not without
controversy. Some American companies, such as ExxonMobil and
ConocoPhillips, rejected it and filed a lawsuit against PDVsA at
the World Bank’s International Center for Settlement of Invest-
ment Disputes (1cs1p) (Reuters 2014). As a result, the EMBI
country risk index rose and Venezuela’s access to the interna-
tional credit market became more difficult and expensive. In this
adverse situation, President Hugo Chavez decided to decisive-
ly advance his country’s financial integration with China by push-
ing for the creation of the cvJF (Pifia 2019a).

At the same time, it is important to mention that PDvsA and
its counterpart in the cvjF agreements, CNPC, consolidated the
oil-based g vc with China through the creation of four new joint
ventures, viz: Sinovensa (2007), Petrolera Sinovenezolana (2006),
Petrozumano (2008), and Petrourica (2010) (ppvsA 2016). All of
these joint ventures operated in Venezuela and were established
as part of a strategy aimed at securing oil production for China to
meet Venezuela’s debt commitments. Also, the Venezuelan legis-
lation assures the property over the oil reserves to the foreign oil
companies that decide to conform JVs along with ppvsa. This
disposition gave both economic and legal protection to cNPC,
a company that secured a collateral in case the Venezuelan part,
represented by PDVs A, refused or was not able to pay the debt ser-
vices (PODE, 2016). Then, the oil-based G vc created by these two
countries involved different stages of the business and provided
China with enough security to invest in a country considered risky
in the international credit market.
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In addition, in 2012, the former China International Trust In-
vestment Corporation (c1TIC) (now c1T1c Group) received the
10% of a JV that pDVsA operated together with the American
Chevron in the Orinoco Oil Belt (00B) (Vyas, 2012). A similar
transaction was made by cNPc in 2018, when PDVS A negotiated
the transfer of 9.9 % of Sinovensa, the aforementioned JV between
China and Venezuela operating in the ooB (Banca y Negocios
2019).

Along with this information, it is possible to refer to another
related to oil supply contracts signed by China and Venezuela
between 2008 and 2009. According to Giacalone and Ruiz, PD-
vsaA signed at least four supply contracts in 2008 and 2009 with
subsidiaries such as China Zen Hua Oil company, UNIPEC, and
PetroChina (Giacalone and Bricefio Ruiz 2013). These contracts
were very specific in terms of how much oil Venezuela had to
import to China, but they contributed to the increase of national
oil exports to China.

In Figure 2, it is possible to observe the evolution of revenues
from oil exports to China, noting an exact coincidence between
the signing of the energy agreements (including the cvJF)
and the increase of oil exports from Venezuela to China. In ad-
dition, the existence of at least four subheadings related to oil
exports to the Asian country can be seen, such as crude oil, oil de-
rivatives (fuel oil, kerosene, etc.), bitumen (especially during
2000-2005) and non-calcined coke (especially during 2019-2023).
Among them, crude oil and oil derivatives were the most relevant
products, generating revenues of more than 10 billion usp every
year between 2011 and 2014. It is also important to remember that
China’s national statistics did not include purchases of crude oil or
oil derivatives from Venezuela during 2020 and 2023, due to the
Us-led economic sanctions against the South American country.

At this point, it is also worth noting that most of the oil exports
from Venezuela to China are usually directed to Guangdong Prov-
ince, a place where Venezuelan crude oil is usually processed to
provide part of the energy production for residential and indus-
trial purposes. On this basis, China planned long-term oil supply
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contracts with Venezuela, as was the case with the c v F. These con-
tracts, for example, maintained the supply of oil from Venezuela
during 2019, the time in which the us government measured an
oil embargo against the Venezuelan oil; at that moment, China
claimed that its government needed to collect its debts from Ven-
ezuela as the main reason to maintain the oil supplies for one
year (sw1 Swissinfo.ch 2019). In this sense, it can be seen how
the energetic interdependence between both countries was able to
ensure the maintenance of the Venezuelan oil shipments to this
Asian country during an unfavorable context for this South Amer-
ican country.

Figure 2. Venezuela: Oil Exports to China (Sub-heading codes)
(million usD) (2000-2023)
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In addition, it is important to mention another financial system,
beyond the cvJF, that was created by these countries to secure
investments in the fourth JVs between cNpc and PDVSsA. Specifi-
cally, between 2013 and 2016, both cNP ¢ and the cpB disbursed
approximately 6.6 billion usD to finance oil production in these
JVs (Brandt and Pifna, 2018). This money was used to finance an
oil upgrader, a new terminal port in the city of Anzoategui, and,
more generally, the maintenance of drilling and transportation
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equipment in the oil fields. It is important to note that these loans
were also approved under the Loans for Oil program (Dussel
Peters, 2024). In 2016, the c DB, the Social, Economic, and Devel-
opment Bank of Venezuela (BANDES), and PDVSA renegotiated
the terms of Venezuela’s debt service with China. This measure
allowed Venezuela to avoid for two years the payment of princi-
pal and interest related to the c vyF funds and the loans directed to
the oil sector; moreover, this scheme served the South American
country to manage the pressure that its currency, the bolivar, had
suffered so it would be devalued (Reuters, 2016).

In general, according to wiTs data, the mix of Venezuelan
oil exports has changed over the period 2000-2023. For example,
at the beginning of the century, in 2000, Venezuelan oil exports
to the United States accounted for more than 79 % of the total,
leaving China with only 3.4 %. By 2018, the year before the oil em-
bargo, China’s share had grown to 25 % of the total, reducing the
U.s. share to 38 %, with India (33 %) and others (5%) dividing
up the rest of the destination (w1Ts, 2024). In 2022, these figures
changed, showing new partners such as Spain, a country that re-
ceived about 88 % of the total oil exports, and Italy, a country that
received the remaining 12 %. In 2023, the United States regained
its position as main destination to the Venezuelan oil due to the
approval of a license that benefited the oil company Chevron to
import oil from Venezuela, making a partial exception to the em-
bargo. However, this exception only benefited Chevron (usa),
Repsol (Spain) and N1 (Italy); in any case, the us allowed China
to import oil from Venezuela (Reuters 2022).

The final picture shown until 2018 revealed the success Hugo
Chavez and Nicolas Maduro’s strategy, which aimed to replace the
dominant position of the United States in Venezuela’s oil export
mix. As already mentioned, this objective was influenced by a
political approach, but also with the clear intention of diversify-
ing the oil markets in which Venezuela could finally place its oil
production. At this point, it is not only relevant to note how Ca-
racas achieved its goals after a long period of trying to diversify
its markets, but it is also interesting to note how the Venezuelan
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administration integrated Chinese capital and companies at dif-
ferent stages of the business of its national oil industry. However,
after 2019, the dominant position of the United States in the world
economy has contributed to the virtual disappearance of Venezu-
elan oil exports to China between 2020 and 2023, at least officially,
because some reports suggest that Caracas sent this raw material
to China through third countries such as Malaysia (Aizhu et al.
2021). Despite this information, at the time of writing, there is no
official information that could prove these allegations.

The establishment of the new Sino-Venezuelan oil-based G vc in the
twenty-first century has generated different types of effects at
the macroeconomic, meso-economic, and microeconomic levels
in Venezuela. Also, the governments headed by both Hugo Chévez
(1999-2013) and Nicoldas Maduro (2013-2024) have integrated
some discussions and debates about the territorial impact of crude
oil and its derivatives exports to China. Then, in the following pag-
es, it will contribute with these discussions referring to the existing
knowledge made by the Academic Network of Latin America and
the Caribbean on China with new sources of information found
during the preparation of this chapter. It is important to remember
that this analysis will focus on the period 2000-2023, which has
been the most important in the consolidation of oil-based G vc.

The main driver of the bilateral economic relationship between
China and Venezuela during much of the 21st century was
the loans-for-oil mechanism. This scheme, which materialized
in the cvJF, allowed the integration of a new oil-based global
value chain, increasing Venezuelan oil exports to (and imports
from) China, but also other activities such as the outflow of foreign
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direct investment (0FD1) from this Asian country to Venezuela.
In this sense, it can be seen how the oil-based G vc between both
countries has affected different types of macroeconomic variables.

Regarding the loans-for-oil schemes, as mentioned in the pre-
vious pages, Venezuela considered borrowing from China at a time
when, despite the high revenues accumulated from its oil exports,
confidence in its economic indicators had been diluted over time,
especially at the international level, because of the nationalization
policy of private companies. Even in this context, in 2007/2008,
China decided to lend Venezuela its first 4 billion dollars to de-
velop a series of infrastructure projects in the South American
country (Pifia 2019¢). This situation was clearer in 2009, a year
after the world financial crisis that affected global economic
growth, China, through its China Development Bank (cDB), dis-
bursed a new 4 billion loan for oil to Venezuela. After this approval,
a new 20 billion loan of this type was approved in 2010, followed
by two more 4 billion loans in 2011 and 2012, respectively. In total,
the Chinese cpB disbursed about 36 billion usp in loans-for-
oil to Venezuela during 2007-2012 (Brandt and Pifia 2018)

Later, in the period that comes from 2013-2015, Venezuela,
now under the government of Nicolds Maduro, began to face the
first steps of an economic crisis, strongly related to the fall of
the Venezuelan oil industry, but also because of the fall of inter-
national oil prices (Stocker et al. 2018). Even if the panorama
was not the most hopeful for the Venezuelan economy, China, now
under the government of Xi Jinping, approved three new tranches
ofloans-for-oil in a two-year period (Pifia 2024). These new loans
brought nearly 14 billion us D more to Venezuela and allowed the
Maduro government to keep some of its most important social
programs functioning. Figure 3 graphs the evolution of the cVJF
loans-for-oil and incorporates a description related to the loans
disbursed to grow the oil production (PpDVvsa 2016).

Various studies have analyzed the consequences for Venezu-
ela of contracting this debt from China. One of them, made by
Carlos Pifa, pointed out that the financial relations between
China and Venezuela based on the loans-for-oil schemes brought
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Figure 3. Venezuela: Loans Disbursed by Chinese Financial Institutions (2007-2015)
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contradictory results to the country. According to this author, on
the one hand, Venezuela could obtain resources in the midst of
a difficult situation at the international level, taking on debt at
better conditions than the market offered in those years. On the
other hand, Pina states that the contracting of these loans did not
bring a significant level of improvement in the country’s economic
capacities, especially because, as will be shown in the following
pages, the investments made by the Venezuelan government in
several infrastructure projects with money from the cvjE were
not only not completed, but they also did not invest in moderniza-
tion activities (Pifia 2019b).

Also, Micolta and Pifia studied the evolution of eighty-two
projects financed with money from the cvjF between 2000 and
2022. The results of this work concluded that this financial mecha-
nism did not benefit the economic development to Venezuela,
mainly because of the management of economic resources by the
Venezuelan government, which in most of the projects did not
have enough governance processes to ensure their completion.
This situation led to many irregularities and possible cases of cor-
ruption, but also to several criticisms related to the lack of controls
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and a long-term vision on how to use the important revenues
generated by the oil sales to China. As a conclusion, these authors
considered that this loans-for-oil mechanism favored China more
than Venezuela, because the former could secure future oil sup-
plies and used some of its national companies in several projects
in Venezuela. In contrast, the latter did not take advantage of the
huge amount of money received from the cvjF and committed
an important future oil production that must be sent to China to
pay the debt obligations (Micolta and Pifa 2023).

For its part, the NGo Venezuelan Transparency analyzed the
impact of the contracted debt from the cvJjF on Venezuela’s ex-
ternal debt variables. In this sense, the main conclusion of this
research indicated that the oil collateral agreed as part of thecvJF
forced Venezuela to prioritize the payment of these debt obliga-
tions over others, such as a sovereign debt and/or bonds issued by
PDVSA in the international credit market. As a result, the pres-
sure on the sovereign debt and other private instruments grew at
the time the government focused its attention on the payment
of an instrument that still represented more than the 15 % of the
country’s total external debt (Paredes 2022).

In addition, Sino-Venezuelan economic integration through
the oil-based Gvc encouraged new Chinese FDI in Venezuela.
This phenomenon was the result of a calculated policy by President
Hugo Chavez, who sought to create incentives to attract Chinese
investment and used the money his government received from the
cVFJ to achieve this goal. Specifically, Chavez developed a strategy
that consisted of buying a series of specific products from some
Chinese companies but securing from them a commitment from
the Chinese side to build a factory on Venezuelan soil, which
had to be a joint venture in association with a Venezuelan state-
owned company (Pifia 2019). The results of this plan can be seen
in Table 2, where it is also possible to identify the evolution of the
Chinese 0FDI stock in Venezuela during the period 2000-2021
(there are only data available until 2021); usually the trend was
upward, but in the years 2016, 2019, 2020 and 2021 negative OFDI
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inflows were registered, which led to a reduction in OFDI stocks
(MoFcoM 2020; Dussel Peters 2024a).

Regarding this indicator, it is accurate to mention that the im-
portance of Chinese OFDI in Venezuela has increased over the
years. For example, according to the data published by the United
Nations Trade and Development (UNCTAD), in 2005, the total
amount of OFDI Stocks in Venezuela was 44.5 billion usp, of
which 13 million usDp came from China (about the 0.04 %). How-
ever, in 2018, the total amount of 0FD1 Stocks in Venezuela was
22.9 billion usp; in that year, the same indicator from China
was around 3.2 billion usp, which represented around the 14 %
of the total. Two different conclusions can be drawn from these
indicators, such as: 1) the importance of Chinese OEDI in Ven-
ezuela has grown over the years until it became the second most
important in 2018, and 2) the more the Venezuelan economy
has declined, the more China has become relevant for this South
American country. The latter explanation is related to the fact
that Chinese capitals have represented over the years a more sig-
nificant portion of the Venezuelan economy, a situation that has
increased even at the time the Us has been reducing its participa-
tion in it (UNCTAD 2024).

Figure 4. Venezuela: Chinese 0EDI Stocks (2000-2021) (million usp)
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As mentioned above, most of the Chinese OFD1I transactions
were carried out by companies linked to a Venezuelan partner.
This was the case for companies such as zTE, Huawei, Inspur,
Haier Group Company, or Yutong, which partnered with Ven-
ezuelan public companies to develop joint ventures in telecom-
munications, home appliances, buses, and crude oil. Some of these
Chinese companies landed in Venezuela after the governments of
Hugo Chavez and Nicolas Maduro bought millions of products
and used their power to ensure that all of them were sold to the
local population under favorable conditions. Carlos Pifia docu-
mented that the Venezuelan government used a capital control to
establish an exchange rate that favored the purchase of Chinese
products at the expense of other foreign products. This allowed
the Chinese companies to compete in an advantageous position
over other foreign companies, but also to gain an important mar-
ket share in their specific sector. Once a better market position
was achieved, some of these Chinese companies were open to
establishing operations in Venezuela (Pifia 2019a).

Finally, it is important to refer to the c v F apports to the social
programs financed by both the Hugo Chavez and Nicolas Mad-
uro governments. Despite the intersection of different sources,
the 2016 annual report published by PDvsA shows a cumulative
amount of 38.1 billion usp (PpVvsa 2016). This figure includes
investments in public infrastructure, purchases of products such as
electronics, telephones, vehicles and buses, as well as the payment
of scholarships, hospital and school donations, among others. So-
cial spending was an important part of Hugo Chavez’s political
project to maintain his popularity among the Venezuelan people.

China-Venezuela relations have been governed by a state-to-
state approach. This means that most issues related to the political
and economic engagement between the two countries are dis-
cussed, planned and decided by the high-level authorities of each
country in the bilateral context, as mentioned above, the main
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institution where both countries sign their agreements and/or dis-
cuss the relationship is the High-Level Joint Commission (CM AN,
in Spanish). The meetings of the cMAN are usually composed
of high-level officials of each country; from these meetings come
the decisions on the diplomatic positions of both sides, but
also the plans related to their bilateral economic engagement, as
is the case of the new G vc based on crude oil.

From the Venezuelan side, the main institution that partici-
pates in the cMAN meetings is usually the Ministry of Planning
and Development, while from the Chinese side it is usually the
National Development and Reform Commission (NDRC). In ad-
dition, officials who are heads of some ministries or secretaries
of state have participated in these meetings, depending on the
topic that both governments have previously decided to discuss
and negotiate. It is also important to highlight the participation
of state-owned companies like PDvsA and cNPcC in the cMAN
meetings (CVECH 2019).

Given this explanation, it is important to note that during the
years 2000 and 2023, all these public institutions and their repre-
sentatives participated in the consolidation of the oil-based cvc
between China and Venezuela. Moreover, during the subperiod
2000-2012, the former Minister of Planning of Venezuela, Jorge
Giordani, was one of the masterminds behind the planification of
the cvJF, one of the main driving factors for the creation of the
aforementioned G vc. From the perspective of this public official,
integration with China should have been one of the foundations
of the new economic structure in Venezuela, one that would go
beyond reliance on oil revenues. In this sense, Giordani and his
team, during their years in the Ministry of Planning, organized
different strategies to reduce the dependence on oil resources and,
at the same time, to invest the money obtained from the cvJF
in the industrial sector. In other words, his main goal was to
promote the creation of an upgrading process that would bring
economic growth to the country.

This plan was implemented in general terms during the Chéavez
administration, but over the years the new government headed by



LATIN AMERICAN EXPORTS TO CHINA. Local Experiences and Challenges

Table 3. JVs Established by Chinese and Venezuelan Companies (2000-2023)

Chinese Venezuelan Amount

Year of Empl
Area/Sector JV’s name company company estabel::h;lent (MM/ lzlc};e(z::i;m
(share %) (share %) US$)
Venezolana
. de Industria Inspur [ CORPIVENSA**
Telecommunications Tecnolégica (49%) (51%) 2005 20 618
(viT)
Petrolera CNPC* PDVSA ***
il 2007 N/A N/A
Oil Industry Sinovenezolana (25%) (75%) 00 / !
Oil Industry Petrozumano :; I;C) PDVSA (60%) 2007 N/A N/A
0,
Telecommunications VTELCA Cofx;rpinv co R(l;ll‘;oE)N sA 2007 10 640
Chinese
Venezuelan

. o CPTDC*** PDVSA
Oil Industry Drilling (N/A) Industrial (N/A) 2008 150 144

Company
(1cvr)
Oil Industr; Sinovensa cenee PDVSA (50.1%) 2008 N/A N/A
Y (49.9%) e
Orinoquia Huawei Telecom
Telecommunications 4 Venezuela C.A. 2009 65 141
Telecom factory | (35%)
(65%)
. . CNPC
Oil Industry Petrourica PDVSA (60%) 2010 N/A N/A
(40 %)
Home
) appliances | Haier Group| CORPIVENSA
Manuf: 201 2 1,
anufacturing factory (15%) (85%) 010 87 500
“HAIER”
Yutong Ministry of
Yutong B
Transportation L;;;ir s Company | Transportation 2015 278 5,200
v (15%) (85%)

Source: Own elaboration based on data from RED-ALC Infrastructure Monitor (2024),
Chinese 0FD1 Monitor in LAC (2024), annual reports of Venezuelan ministries and
information from Venezuelan journal sources.

* cNpc: China National Petroleum Corporation

** corPIVENSA: Corporacion Venezolana de Industrias Intermedia (Venezuelan
Corporation of Intermediate Industries)

*** pDVSA: Petroleos de Venezuela, S.A.

¢ cpTDC: China Petroleum Technology & Development Corporation

Nicolds Maduro has not been able to develop a long-term strategy
to keep it functioning. In addition, it is possible to say that at least
ten JVs were into operation between Chinese and Venezuelan
companies during the period 2000-2023. Half of them were related
to the oil industry, and the other half were related to telecommu-
nications and transportation systems. In Table 3, it is possible to
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observe the name of these JVs, their initial capital in million usp
and the number of jobs created in them; as a result, it is relevant to
consider the creation of more than eight thousand employees after
an investment of about 810 million usp (Dussel Peters 2024b).
The Venezuelan partners in all these JVs were state companies or
ministries, such as PDVSs A, the Venezuelan Corporation of Basic
Industries (CORPIVENSA) and the Ministry of Transport (Pifa
2019¢).

Regarding the economic impact of these JVs, it was only pos-
sible to obtain information on their impact and productivity dur-
ing the period 2007-2015, in the case of the telecommunications
companies, and between 2008 and 2014 in the case of the four JVs
in the oil sector. Information on companies such as the Haier ap-
pliance factory, the Yutong bus factory and 1c T v is contradictory
and can only be obtained from secondary sources, which cannot
be considered credible (Brandt and Pifia 2019).

First, an explanation of the impact of the four JVs conformed
by cNPc and PDVSsA on the national oil production in Venezuela
is warranted. In this regard, it has only been possible to collect
official information from 2007 to 2014. During these years, these
companies had an average production of 109 thousand barrels of
oil per day (mb/d) (poDE, 2016). The most important of these
companies was Sinovensa, which produced an average of 94 mb/d
during this period. The other JVs, such as Petrolera Sinovenezo-
lana, Petrozumano and Petrourica showed a shorter production
than Sinovensa, only reaching averages around five to nine thou-
sand barrels per day during these eight years.

While these numbers are relevant, the production of these four
JVs was not a significant part of the country’s total oil production,
which averaged over two million barrels per day. This production
has been important in attracting some Chinese direct investment
to Venezuela. For example, in 2013, cNpPc and cBD disbursed a 4
billion usD loan to increase production at Sinovensa, and in 2016,
cNPc invested 549 million UsD in an oil upgrader; these invest-
ments maintained important crude oil operations in Venezuela at
the time (Dussel Peters 2024).
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Figure 5. Crude Oil Production of JVs Established by cNpc and PDVSA
(2007-2014)
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Source: Own elaboration with information from the Venezuelan
Ministry of Oil (2008-2014).

Regarding the operation of these oil-based JVs after 2014, second-
ary sources such as the us Energy Information Administration
(E1A) reported a 128 mb/d oil production in Sinovensa in 2017.
For the rest of the JVs, this agency reported a production of 2
mb/d in Petrozumano, 0.8 mb/d in Petrolera Sinovenezolana and
0.3 mb/d in Petrourica (E1A, 2019). Years later, in 2019, Ven-
ezuelan President Nicolds Maduro indicated that Sinovensa was
producing 110 mb/d (Reuters, 2019a). According to the latest
available information, Sinovensa continues to operate in Venezu-
ela, but the rest of these JV's are reducing their production in this
South American country. According to different sources, the main
problems that affected the production of these JVs were: 1) the
oil embargo imposed by the United States against Venezuela, and
2) the delays in new investments to maintain production in the oil
fields managed by these JVs.

The information about the Chinese Venezuelan Drilling Com-
pany (1cvT) suggests that this JV was created to increase and
renew the drilling machinery used in the national oil industry in
Venezuela. In this regard, the 1cv T, which according to PDVsaA
hired 149 workers (44 from China and 105 Venezuelans), was to
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assemble and certify the drilling machinery purchased from China
by the Venezuelan government (AvN 2011). As for its results, the
only available information indicates that the joint venture suc-
cessfully assembled 18 drilling machines by 2016 (Inventariando
China 2016).

Regarding the productivity of the mobile phone’s JV's such as
Orinoquia (Huawei- Telecom Venezuela) and VTELCA (ZTE-
Corpivensa), Figure 6 shows the evolution of the production of
these factories during the period 2011-2015. According to the
Ministry of Industry, the most successful and productive tele-
phone company in the country was vTELCA, which assembled
about 6.6 million mobile phones during this period. During these
years, this company reached its production peak in 2012, a year
in which the productivity per worker was 3,781 mobile phones
per worker (MPPI, 2015); in 2015, this index decreased to 1,309
devices produced by each worker. In the case of Orinoquia, the
total production during these years was around 4.3 million mobile
phones, which also peaked in 2012, a year in which the productiv-
ity rate was around 6,571 devices per worker. Both JVs produced
almost 10 million mobile phones, with the purpose of satisfying
the demand for these electronic products in the country.

Figure 6. Number of Mobile Phones Produced by oORINOQUIA

and vTELCA (2001-2015)
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A similar path occurred with another JV called “Venezolana de
Industrias Tecnolégicas” (viT), which was created with the aim
of producing computers in Venezuela. As can be seen in Figure 7,
this JV produced 994 thousand computers during the period 2011-
2015. Contrary to what happened with vTELCA and ORINO-
QUIA, this JV had its production peak in 2013, a year in which this
company reached a rate of productivity around the 407 computers
per worker. After 2015, the only reference about the production
in this JV took part in 2018, when its director confirmed the as-
sembly of 1.35 million devices. Furthermore, it can be possible to
consider at least 350 thousand more computers produced between
2015 and 2018 (Y VKE 2018).

In the cases of these technological JVs, it is relevant to add the
existence of technological transfers made by the Chinese part-
ners such as zTE, Huawei and/or Inspur. Despite the important
production of these JVs described in figures 6 and 7, their board
of directors publicly expressed the difficulty of continuing opera-
tions due to delays in the liquidation of foreign currency to main-
tain a minimum level of raw material imports (Hurtado 2016).
Regarding this, it is important to add that most of the raw materials
used during the period 2011-2015 were purchased with money

Figure 7. Number of Computing Devices Produced by the JV “VIT?”
(2011-2015) (thound units)
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from the cvJF, which in practice represented a kind of subsidy
for all these companies. In this sense, when oil revenues fell, the
productivity of these companies, supported by public subsidies,
reduced drastically.

Regarding the JV related to the transport system, as was the
Yutong Buses factory, it is important to say that this factory, even
when it was officially inaugurated in 2015, did not meet its ini-
tial production targets (Prensa MPPTTOP 2015). Four years after
its inauguration, in 2019, the Venezuelan government approved
about 4 million UsD to repair about two thousand buses pur-
chased with money from the cvjF. At that time, 13 million usp
were also disbursed to complete the construction of this plant,
located in the western part of the country (vTv, 2019). Regarding
its capacity, a report by Claudia Smolansky suggests that the cur-
rent spaces of this plant are used only to repair former transport
units and, at the same time, to assemble prefabricated parts that
come from China (Smolansky 2023).

Finally, JV having been oriented to the production of electronic
products, the Haier Home Appliances Factory, has not been in
operation since its construction was announced in 2010. Several
reports have confirmed that this JV has not been completed by
either the Haier Group company or the Venezuelan government.
Most of these brand’s products distributed in Venezuela were
purchased directly with money from the cvJjF in 2010 and 2015
(Infoabe 2010).

At the microeconomic level, it is important to mention a study by
Micolta and Pifa, in which it was possible to identify the partic-
ipation of at least 42 Chinese companies in Venezuela during the
period 2000-2023. Most of them landed in this South American
country since the creation of the cvjF, and Their participa-
tion can be categorized into three types of economic activities,
such as 1) companies that participated in the construction of
some infrastructure projects, 2) companies that participated in the
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conformation of joint ventures and, 3) companies that sold prod-
ucts and services to the Venezuelan government. The indicators
about these three categories shows that the more relevant activities
in which these companies participated were the infrastructure
projects, followed by the sale of products and services, and ending
with the creation of JV. Also in this study, it could be identi-
fied how the participation of these companies was especially fo-
cused on three sub-sectors such as: manufacturing, oil industry,
and power energy. In addition, this research shows the partic-
ipation of these companies in other subsectors such as health,
security and defense, science and technology, housing, and food
and agriculture (Micolta and Pifia 2023).

Regarding the first group of companies, those that partici-
pated in joint ventures, their local impact in Venezuela has been
explained within the “meso-economic” theory. And, regarding
the purchase of consumer goods made for Venezuelan public
entities from Chinese companies, it is possible to mention the
following: household appliances (televisions, refrigerators, stoves,
and washing machines), air conditioners, cell phones and other
communication devices, as well as personal and mass transporta-
tion vehicles. These products have been distributed by both the
Chavez and Maduro administrations during electoral processes
to increase popular support for the ruling party (The Carter Cen-
ter, 2012). The Chinese companies involved in these transactions
were: Haier Group Company, Huawei, ZTE, Yutong, Chery Au-
tomobile, Sany Heavy Industry, China Petroleum Technology &
Development Corporation (CPTD c), China’s Bohai Shipbuilding
Heavy Industry Company (Bsic), sSINOMACH, China Aviation
Industry Corporation (avic), and China Meheco Co. Ltd (MP-
PRE 2013).

Getting the specific number of beneficiaries of these direct
donations is not an easy task due to the concealment of official
figures, especially after 2016, but if we take in mind the informa-
tion published by Haier, the main company that sold household
appliances, it is possible to consider around three million people
who received some kind of donation purchased with money from
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the cvJF, a mechanism created to channel resources from Ven-
ezuelan oil exports to China. If we add the information about
the donations of vehicles, telephones and air conditioners, this
number of three million increases. Thus, it can be considered that
a large number of Venezuelan citizens have benefited from the
creation of the new oil-based Gvc consolidated by China and
Venezuela between 2000 and 2020. For example, as has been men-
tioned, at least 10 million mobile phones were distributed by the
JVs oriN0oQUIA (Huawei), VTELCA (zZTE), and vIT (Inspur)
(mpPI 2015).

It is also important to mention a brief analysis related to the
technology transfer process initiated by the creation of the new oil-
based G vc with China. The most important example of this situa-
tion was the Venezuelan purchase of three satellites manufactured
in China. This equipment was launched in 2008, 2012, and 2017,
respectively, and its purchase was part of a strategic agreement
signed in 2005 between the Venezuelan government, represented
by its Bolivarian Agency for Space Activities (ABAE, in Span-
ish), and the company China Great Wall Industry Corporation
(cewic), a subsidiary of China Aerospace Science and Technol-
ogy Corporation. As part of the agreement, both parties included
a capacity building process for Venezuelan engineers who will
oversee the satellites once they are in orbit. In addition, the invest-
ment made by the Venezuelan government created at least 93 new
jobs (39 jobs in 2011 and 54 new jobs in 2013), which were located
in the Aerospace Terminal Base in the state of Guarico (central
Venezuela) (Observatorio de la Politica China 2013).

Regarding the Chinese companies that participated in infra-
structure projects in Venezuela during the twenty-first century,
it can be possible to mention these were integrated in the lo-
cal economy as part of the territorial development plan drafted
by President Hugo Chavez. The following section explains the
projects they participated in and their impact on variables such as
employment, upgrading activities, and investment.
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Another level of analysis considered by Dussel Peters for study-
ing the economic effects generated by the creation of a gvc is
related to territorial analysis. In the case of the new oil-based Gvc
created by China and Venezuela, it is possible to consider at least
two different plans aimed at creating a locally based productive
upgrading. The first was the development of the “Deconcentrated
Delocalization Project” planned during the government of Hugo
Chavez and based on the division of five main territorial zones.
The second, planned during the government of Nicolas Maduro,
accompanied the creation of new Special Economic Zones (SEZz)
in Venezuela. The following paragraphs will explain the fate of
these two projects during the 2000-2023 period.

During his thirteen years in power, Hugo Chavez promoted a ter-
ritorial development strategy as the basis of his economic policy.
The main objective of this proposal, known as “deconcentrated
decentralization,” was not only to diversify economic activities
from the north to the south of the country, but also to create a new
industrialization process through massive public investments (De
Lisio 2012). In addition, this strategy considered the strengthening
of the living conditions of the people in each area, which meant
that this plan also integrated the planning of housing projects,
new highways, factories, and other types of construction such as
agricultural plains.

In terms of its history, it is important to note that this plan
was drawn up in the Ministry of Planning, which was headed
for thirteen consecutive years, except for a few months, by Jorge
Giordani, an academic from the Center for Development Studies
(CENDES) at the Central University of Venezuela (ucv). In its
first National Development Plan (2001-2007), the Venezuelan gov-
ernment considered some of the contributions made by CENDES
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and transformed them into public policies (De Lisio 2012). In
this regard, five territorial areas were defined in order to develop
the country’s economy, such as 1) the North Coastal Axis; 2) the
Western Axis; 3) the Eastern Axis; 4) the Northern Plains Axis;
and 5) the Orinoco-Apure Axis (MPP 2001).

Figure 8 shows these areas on the map of Venezuela. “It is worth
emphasizing that according to various public statements made
by President Chéavez, the most relevant of these areas in terms of
connectivity was the “Northern Plains Axis”, because it is the one
that connects the most populated areas of the country (the North
Coastal and the Western and Eastern Axis) with the less populated
one, the Orinoco-Apure Axis (Delgado 2002). Chavez wanted to
promote the economic development of this last zone to balance the
economic growth between the north and the south of the coun-
try. In order to achieve success in this plan, the first step taken
by the former president was to lay the foundations for a new na-
tional railway system while also financing various projects related

Figure 8. Territorial Development Regions Planned by
the Government of Hugo Chavez (1999-2013)
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to agriculture, housing and urbanism projects, the health system,
and schools and universities.

To achieve the goal of increasing public investment in these
areas, the former president had to take several steps. The first
was to include in the new Venezuelan Constitution, approved
in 1999, the commitment to promote a “territorial management
policy” that considers “sustainable” standards (0As 2024). The
next step was the inclusion of the territorial management plan
in the National Development Plan (2001-2007) and a reform of
the Law of Special Assignments (LAEE, in Spanish), a legal strat-
egy that allowed the simplification of several procedures to invest
in each of the aforementioned areas. At the same time, Chéavez
began to use different strategies to obtain as many resources as
possible and increase public investment in the five areas.

In parallel, Chavez tried to find new markets in which to sell
Venezuelan oil, with China as a strategic partner for advanc-
ing this goal. As mentioned, in 2004, during one of his official
visits to Beijing, the former Venezuelan president signed several
sales and purchase agreements (spA) to export crude oil and some
of its derivatives to China (MPPRE 2010). At that time, both coun-
tries also agreed that Chinese companies would land in Venezue-
la to build some infrastructure projects in the Northern Plains
Axis. Specifically, the Venezuelan leader pointed to the participa-
tion of the China Railway Construction Company (CRccC) in one
of the first railway projects developed by his government, such
as the “Puerto Cabello-Barquisimeto-Acarigua” tranche (Todo
Chavez 2004). A year later, in 2005, Chavez announced that
the Chinese c1T1c group had signed an agreement to build 20,000
houses in Barinas, a province located near the Orinoco River; in
2006, the Venezuelan president agreed with the cAMCE com-
pany to build the third irrigation system in the state of Guarico,
located in the center of the country, specifically in the Northern
Plains axis.

These projects were developed at a time when, as mentioned
above, the two countries were negotiating the creation of the
CVJF, the loans-for-oil program through which Venezuela secured
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advance payments for its oil sales to China. In 2007-2008, the two
main legal instruments formalizing the creation of the cvjF were
signed (EFE 2007); after these events, the Venezuelan government
used the money earned from oil exports to China to make greater
advances in the development of both the North Plains Axis and the
Orinoco-Apure Axis. In the first case, Chavez and his Minister of
Planning decided to boost the construction of the National Rail-
way System. In the second case, the former Venezuelan president
financed housing, agricultural and electrical projects.

Regarding the National Railway System project, it should
be pointed out that the Tinaco-Anaco tranche, which was the
largest planned by the Chévez government, with a 468-kilometer
extension through three different states which also contemplated
the construction of ten different stations (Prensa 1FE 2009). This
project had an initial budget of 7.5 billion usp and began op-
erations in 2009, managed by the China Railway Construction
Company (CrRcc). According to PDVS A, the Venezuelan National
Oil Company (Noc), during the first two years of this project,
disbursed about 2.4 billion usp (ppVsA). Also, according to
the Venezuelan National Railway Institute (1FE, in Spanish), this
project has created 9,550 jobs (7,200 jobs directly involved in the
construction process and 2,350 jobs related to the operation and/
or management of the machinery) (1FE 2013).

After 2013, this project suffered a lot of labor and social claims,
which caused an important delay in its construction (El Nacional,
2018). Later, this project also suffered a considerable lack of financ-
ing because of the oil price crisis that affected the oil revenues ob-
tained by Venezuela, including those that were destined for China.
Another problem was related to the scarcity of some products,
such as cement or iron boxes, which did not allow the construction
process to continue (Segovia, 2021). All these things made the new
Venezuelan government, headed by Nicolas Maduro, unofficially
decide to stop this project.

Two other rail projects in these two regions (Northern Plains
and Orinoco-Apure Axis) were also financed with money from
Venezuelan oil exports to China, such as the San Juan-San
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Fernando tranche (252 kilometers) and the Chaguaramas-Cabruta
tranche (201 kilometers) (1FE, 2013). The available information
on these projects indicates that they have never been completed
by the government and its partner, CRcc; in fact, the most re-
cent data shows progress of only 30 % and 22 %, respectively. In
terms of investment, only the amount of the initial budget for the
Chaguaramas-Cabruta tranche is known, which was approximate-
ly 2.1 billion usD and created approximately 4,750 jobs (3,960 in
construction and 790 in operation and management) Regarding
the San Juan-San Fernando de Apure railway tranche, there is in-
formation on the creation of 4,803 jobs (3,960 in the construction
process and 843 in the operation and management process). It is
important to note that for both projects, both the crcc and the
Venezuelan Ministry of Transportation faced significant financial
constraints for completing the construction process. Nevertheless,
during the construction period, thousands of jobs were created for
the local population, even if these jobs were not highly qualified.

Other railroad tranches were initiated by Hugo Chévez’ gov-
ernment during his thirteen years in power with oil revenues from
China. These were the Puerto Cabello-La Encrucijada tranche
(north coast axis) and the Puerto Cabello-Barquisimeto-Turén
tranche (North Coastal and Western axis). In total, these projects
guaranteed investments of approximately 500 million usp and
created approximately 9,422 new jobs (IFE, 2013). In the case of
the Puerto Cabello-Barquisimeto-Turén tranche, construction be-
gan in 2004, when President Chavez signed a contract with crcc
to rebuild this railway system, which had been abandoned in 1996.
According to official sources, the first stage of this section, from
Puerto Cabello to Barquisimeto, was completed, but the remainder
of the section was not finished (Av N 2012).

The strategic approach to the national railway system was un-
deniable during the Hugo Chavez administration. For example,
with the Tinaco-Anaco rail tranche, the main intention was to in-
tegrate the eastern and western regions of the country. The Chavez
government also approved the construction of a new irrigation
system in the Gudrico River along some of the ten stations planned
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for the project, as well as a comprehensive agricultural plan in
the town of Tiznados (Prensa MAT 2012). The irrigation system
implied the disbursement of 370 million usDp and the creation of
576 new jobs, while the Tiznados project implied an investment of
570 million usD (it was not possible to determine the number
of jobs created in this project) (Dussel Peters 2024)

Regarding the San Juan-San Fernando de Apure section, it is
also possible to consider a strategic planning approach. For ex-
ample, San Fernando de Apure is one of the largest cities in south-
ern Venezuela, but it is also connected to the Orinoco River. Its
strategic location allows it to be considered an important market
for the sale of livestock products that could be sold in the north
of the country. In this sense, the connection with San Juan was
totally strategic, because this city is located in the center of Ven-
ezuela, only two and a half hours by road from Caracas, the main
metropolitan area of Venezuela. In addition, President Chavez’s
idea for this tranche was that it would connect San Juan by train
to Caracas, the country’s capital, and to Puerto Cabello, the second
most important port in Venezuela.

Also, along the way between San Juan and San Fernando de
Apure, there are some relevant cities such as Calabozo, a place with
not only one of the largest drums in the country, but also a re-
search operational center that has been prepared to manage the
first and second Venezuelan satellites, which were purchased from
a Chinese company. It should be said that the Venezuelan officials
who managed this center were trained in the Chinese Academy
of Aerospace. According to official sources, at least 91 Venezuelan
engineers started to work in this center during the 2008-2013
period (OPCh 2013). It can be seen how the new oil-based gvc
with China has also created high-value jobs in this area.

The Chaguaramas-Cabruta were even more important to the
Chavez government in connecting the northern plains with
the Orinoco-Apure axis. The city of Cabruta is the main river
port along the Orinoco River, which gives it a strategic location to
integrate the south of the country with the southwest and south-
east. Also, Cabruta represents a middle point between the cities
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of San Fernando (southwest) and Guayana City (southeast); this
last is the place where the most important heavy industrial center
of the country is located, which produces iron, aluminum, coal
and other type of materials necessary to supply the raw mate-
rial to a large number of factories or companies in the main popu-
lated zones of the country.

In this regard, the Venezuelan idea around Cabruta was to
transform this place into an important hub to dynamize the com-
mercial relations in the south of the country. For this purpose, the
construction of an oil refinery was planned, but never started, and
the Chinese company China Petroleum & Chemical Corporation
(sinoprEc) would build it. At that time, President Chéavez used
the money from oil exports to China to start the construction
of the Third Bridge over the Orinoco River, which would con-
nect the city of Cabruta with Caicara, a city on the other side of
the river. According to the information published by the govern-
ment authorities, the Third Bridge had an initial budget of 2.5
billion usp and created about 12,190 jobs (Prensa RNV 2011).
Unfortunately, this bridge has not been completed, neither by the
Chinese company crRcc nor by the Venezuelan public companies
in charge of it. The last reports about it estimated a lack of eco-
nomic resources (financing) to finish it, partly due to the financial
problems the country had during the period of oil price collapse
in 2014-2016 (World Bank 2018).

In this context, it is also important to mention that the invest-
ment plan of the Orinoco-Apure axis continued more to the west,
specifically in the aforementioned city of Guayana. Here, the Ven-
ezuelan government invested a huge amount of money from the
CVJF, the mechanism of selling oil to China in exchange for an
advance payment. Some of the projects built in this zone were the
following: 1) the modernization of the Paltia port terminal (112
million usp) (RNV 2017); 2) the second iron ore pellet produc-
tion line in the company Ferrominera- Orinoco (425 million usp
and 8400 jobs) (Ultimas Noticias 2020); 3) the construction of an
extrusion plant in Alcasa (Alluminum Orinoco) (403 million usp
and 400 jobs created) (MmPPI, 2013); 4) the modernization of the
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Tocoma-Uribante energy plant (1.3 billion usp and 300 jobs cre-
ated); and 5) Dredging of the Orinoco River (116 million usD)
(Crooks 2011).

All these projects had the purpose of increasing the productiv-
ity in the “Heavy Industries” in Venezuela; nevertheless, a lack of
long-term planning. However, a blockage in the national energy
system in 2011 forced the Venezuelan government to decide to
divert the energy transmission, conventionally used in the opera-
tional processes of these industries, to residential consumption in
the main urban centers of the country. The damage that this deci-
sion made in the heavy industries in Venezuela continues to the
present days, creating the necessity to get more investments
to recover their former productivity.

The Chavez government also invested the oil revenues gener-
ated by exporting oil to China in several projects in the southeast
of the country. One of the most important was the Santa Inés
Industrial Hub in the state of Barinas. This project sought to gen-
erate new value chains in the region through the establishment
of a series of manufacturing plants, but also the construction of
new housing projects, an energy plant and an oil refinery. In this
regard, the Chinese company citic Group was contracted to
build 5,360 houses near this site and Sinohydro was contracted to
build a power plant (300 million usD and 3572 employees) (Zerpa
Guerrero 2016). Also, the Chinese oil company Wison Energy,
in alliance with the Korean Hyundai Engineering and Construc-
tion, signed a contract to build a new oil refinery in this industrial
complex. Finally, near this place, the Chavez government built a
corn processing plant called “Leander”, which has not only been
completed but is active at the moment this chapter is being written
(Ciudad Caracas 2022).

In the north of the country (North Coastal Axis), it is also pos-
sible to trace and confirm several public investments made with
funds from the cvjr. These investments were made according
to the National Territorial Development Plan, but with a differ-
ent logic, a focus on the idea of improving the interurban means
of transportation and consumption of goods. In this regard, the
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Chavez government advanced in the modernization of the subway
lines in the three major cities of the country such as Caracas (the
capital city), Valencia (Central north) and Maracaibo (East). In
addition, two interurban rail projects were built in the suburbs of
Caracas, such as the Caracas-Los Teques and Caracas-Caa metro
lines. In addition, two cable lines were built in the east of Cara-
cas, a place that is overpopulated and has many problems with its
transport system.

It is important to note that these projects were planned with
a view to their integration with the National Railway System
mentioned before. Since they are the most populated places —-but
also the center of business, consumption of goods, and, last
but not least, the main financial and political power centers of
the country- the idea was to connect these places with the rest
of the country. In addition, President Chavez thought of creating
several factories in the cities around the capital’s metropolitan area
to supply some products to this zone. In this sense, the Venezuelan
leader used the cvJF to finance the construction of an electronic
equipment factory in Yare, a small town in the state of Miranda
(Central North), in collaboration with the Haier Group Company,
aiming to assemble approximately 850,000 electronic products, in-
cluding refrigerators., washing machines and air conditioners. To
build this plant, the Venezuelan government invested 287 million
UsD and created 4,584 jobs (Herrera 2021). In addition, a dairy
plant was inaugurated in the same city, which cost 50 million usp
and created 31 jobs (Ministry of Agriculture 2014). Elsewhere, in
Aragua, a state two hours from Caracas, the Ministry of Industry,
with the support of the Chinese company cATIC, has set up a
cement plant. In Carabobo, the cvJF financed two energy plants
and the modernization of the Puerto Cabello port terminal.

In summary, the “Deconcentrated Decentralization” plan draft-
ed by Hugo Chavez in 1999 was the core of his economic plan
during his thirteen years in power. These ideas were officially pub-
lished in the new Venezuelan Constitution, approved in 1999, and
in the National Development Plans for 2001-2007 and 2007-2013,
respectively. This plan divided the country into five regions and
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allowed the government to focus its efforts on the development
of the south and central region of Venezuela through a compre-
hensive plan to connect this area with the rest of the country. This
strategy also focused on the creation of other economic activi-
ties that would not only improve the living conditions of the in-
habitants of the less populated areas but would also integrate them
economically with the main economic centers, which are generally
located in the north of Venezuela.

Furthermore, the explanation of how Chavez and his govern-
ment invested the money that the country received from the oil
exports to China allows us to understand a high-level coordina-
tion of the Ministry of Planning with the rest of the government
offices, following a path to progress in line with the national de-
velopment goals. In this sense, behind each construction/project
built there was a clear idea of integrating itself in the achieve-
ment of the national economic system. An important part of the
50.3 usD billion that came from the c v were invested to achieve
this goal, especially between 2008 and 2012.

However, despite the initial idea behind this National Develop-
ment Plan, the results of these investments have left some chiar-
oscuros in Venezuela. On the one hand, it is undeniable that this
strategy improved the economic indicators in some regions of the
country, especially in the south, a place that previous administra-
tions did not historically focus on. Also, this idea really incorpo-
rated a national plan with local governments; the objective was
to unify the local economic activities with the national outreach.
To achieve this, the first and most important construction was
related to the national railway system. Finally, Chavez created a
business model that would allow the integration of several Chinese
companies in the construction of some of these projects, especial-
ly those that implied the construction of railway systems, ener-
gy plants, irrigation systems and/or the modernization of some
heavy industry factories.

Chavez once expressed an idea behind the attraction of Chinese
companies to Venezuela: his intention was to transform his country
into a Chinese hub for re-exporting high-quality goods and ser-
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vices to other Latin American countries. Unfortunately, this could
never happen. Nevertheless, for a middle-income economy like
Venezuelas, this comprehensive plan also presented many chal-
lenges. Initially, the revenue from oil exports to China, while im-
portant, was not enough to cover a long-term infrastructure plan
like the one implemented by President Hugo Chévez. Also, part of
the 50.3 billion usp that Venezuela received for this concept
was invested in the purchase of goods and other services, which
means that not all this money was directed to the infrastructure
projects. It is important to remember, as mentioned before, that
some of these projects could never be completed due to the lack
of economic resources, but also due to economic decisions that
prioritized investments in other economic activities. For example,
Nicolas Maduro, Chavez’s successor, decided to invest the money
from the c vJF in the maintenance of oil wells in order to keep the
industry functioning.

Another problem associated with these projects was the lack of
materials for building them. Some of the most important construc-
tions that Chavez tried to build required materials such as iron ore,
iron pellets, cement, and some heavy industrial machinery. The
former Venezuelan president tried to supply them with the na-
tional production; however, as mentioned, the iron ore and pellets
—the heavy industries in Venezuela- suffered a lack of production
due to a massive energy lockdown in 2011. In that year, Chavez
ordered the closure of the energy plants from these industries
and the redirection of the spare capacity to satisfy the residential
demand in the country’s main cities.

Chavez also tried to increase the national production of ce-
ment by promoting the nationalization of existing plants in the
country. Hence, in the short term, the new state-owned companies
effectively increased the production of cement; also, the Vene-
zuelan government pushed two different modernization and expan-
sion projects in collaboration with the Chinese company caT-
1c in order to further increase this production. Nevertheless, in
the medium and long term, these factories were badly managed,
and their productivity was felt. In addition, there were failures in
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planning the final use of the cement produced in these companies,
especially because between 2010 and 2013 the country launched
a massive and unplanned housing project that required most of
the output of these factories. As a result, the government had to
import more of this raw material, a situation that collapsed and
stagnated infrastructure construction in the country when the oil
revenues that Venezuela received decreased dramatically after the
2014-2016 oil price plunge.

In addition, there was an important factor that affected the ful-
fillment of the national development goals sought by Hugo Chavez:
the deterioration of Venezuelan institutions and, consequently, the
rise of corruption cases related to the construction of these infra-
structure projects. During his two terms in office, the former Ven-
ezuelan president undermined the system of checks and balances
in the country, paving the way for public officials to try to engage
in corrupt activities during the construction of several projects, a
situation that, in most cases, affected their completion. Recently,
an important study carried out by Micolta and Pifa showed that
at least 60 % of the projects financed by the cvjF showed some
kind of irregularities or cases of corruption in their construction
process (Micolta and Pifia 2023). These irregularities include cost
overruns, lack of planning, failures in the accountability process,
and/or failures in the construction process.

Finally, one of the most important issues surrounding the Na-
tional Development Plan drafted by Hugo Chavez was its extreme
dependence on oil revenues. At the beginning of his presidential
term, this was a good approach, while the price of oil was in the
middle of an upward trend, as it happened during the period 2000-
2013. However, putting the trust of such a national development
plan only on a single commodity exposed the whole country’s
economy to the commodity cycle, as it happened during the 2014-
2016 oil price collapse. This was perhaps the biggest mistake in
the design of this plan, which brought mixed results to the country
during those years.
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In 2013, Hugo Chavez died and his successor, Nicolds Maduro,
presided over a new six-year period in Venezuela. During his first
two years in power, Maduro kept some of the territorial plans
developed by Chavez, especially some of the major construc-
tions around the country, such as the national railway system,
some factories in the Guayana region or the massive housing
policy, following the scheduled investments included in the 2012
national budget. Also, Maduro disbursed money from the cvjF
to build a new bus factory in Yaracuy (west), which was supposed to
be an investment of 278 million usDp and the creation of around
5,000 jobs. Other major projects initiated by the new government
include the second line of a cement plant in the southwest of the
country, the modernization of several highways in the Caracas
metropolitan area, and the creation of a new program to modern-
ize and repair old houses called “Barrio Nuevo, Barrio Tricolor”
The new president also continues to purchase goods from China,
including vehicles, buses, electronic equipment, heavy industrial
machinery, and drilling equipment to be used in the oil industry.
However, since 2016, Nicolas Maduro had to face several prob-
lematic situations. The most important was related to the collapse of
oil prices between 2014 and 2016, which reduced the country’s oil
revenues, but also motivated the government to considerate new
strategies in order to adjust the national economy. The most prob-
lematic situation was caused by the massive public investment
expenditures made during the Chavez administration, which cre-
ated a huge economic deficit in the public accounts. In addition,
the decline in oil revenues experienced during those years led to
a reduction in public investment in Venezuelan oil fields and a
subsequent decline in the production of the natural resource.
Amid this, as mentioned above, the Chinese government con-
tinued to purchase oil from Venezuela and granted a new 15 bil-
lion usp loan for oil, divided into three tranches. In addition,
the government of Xi Jinping, in strict agreement with Maduro,
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lent money to keep its four JVs with PDvsa in operation. As
can be seen, one of the priorities during the first Maduro’s term
(2013-2018) was to direct the oil revenues to keep the oil industry
functioning and to secure the oil spending in order to ensure the
public support for the ruling party. During this period, some re-
ports assure that the Gross Domestic Product (GpP) decreased
44 % (World Bank, 2024).

Amid this context did Nicolds Maduro could not focus on in-
vesting too much money in a massive infrastructure plan aimed at
creating territorial development. In addition, the new Venezuelan
leader fired Chavez’ former Minister of Planning and replaced
him with an official named Ricardo Menéndez, who had another
idea to promote the economic growth in Venezuela, such as: the
creation of the new Special Economic Zones (SEZs). According to
this official, the SEZs is a more effective way to territorialize the
economic activities and industrial policy in the country, integrat-
ing the national, regional and local levels (mpPP 2021).

In 2014, the Ministry of Planning proposed the creation of
three SEZs, such as: 1) the Paraguand sez, located in the west

Figure 9. Venezuela: Location of sEZs Proposed

by Nicolas Maduro’s Government in 2014

Paraguana

. Morén- Puerto Cabello

@ L

W
) Orinoco Oil Belt (OOB)
Urefia- San Antonio

Source: Own elaboration with information from the Venezuelan Ministry of Planning.
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of the country, specifically in a traditional tax-free zone; 2) the
Urefia-San Antonio SEZ, located on the Venezuelan border with
Colombia; and 3) the Puerto Cabello- Mordn, a place located
around the second most important port in the country (Puerto
Cabello). Its objective was also to integrate the Orinoco Oil Belt
(ooB) as a development pole in the country. This idea came from
the geostrategic use of this area by Hugo Chavez with the purpose
of attract investments to this part of the country.

As can be seen on the map, these SEZs are located far from
each other. This practically means that the new initiative does not
try to connect the country economically through a real economic
engagement; in fact, the Maduro government tried to create zones
where foreign companies felt attracted to invest in greenfield proj-
ects. In this sense, the government offered some incentives such
as: 1) the 100 % exemption on the payment of income taxes to the
established companies that imported all the necessary machinery
to produce a specific product in the SEZs; 2) total exemption
on the tax income payment during the first five years of opera-
tion in the SEZs and 3) if a company exports at least 70 % of its
production after five years, it can maintain a 75 % exemption on
the tax income payment. These incentives are contained in three
laws: 1) the Foreign Investment Law, 2) the Comprehensive Re-
gionalization to Improve Productive Development Law, and 3) the
Public and Popular Planning Law (MPPP 2021).

Over the years, this was the legal framework for attracting
foreign investment. However, the results were not what the Ven-
ezuelan government expected. None of these SEZs finally became
operational or received any kind of significant investment. In gen-
eral, the period 2013-2018 was one in which the country faced
an economic crisis, and the government delayed the necessary
measures to adapt the country to the new reality characterized
by the decline in oil prices. Moreover, the Maduro government’s
top priority during these years was to maintain the oil industry, the
country’s main source of income. In this regard, it can be said
that during this period the oil revenues were invested in projects
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that did not generate modernization activities or promote territo-
rial development.

During his subsequent term, Nicolas Maduro continued to
face more problems at the macroeconomic level. Oil revenues fell
even more dramatically between 2019 and 2023, after the United
States imposed an oil embargo on Venezuela. The impact of this
measure also led to the stagnation of Venezuelan oil exports to
China, at least officially (Moleiro 2019). Despite this, the idea of
promoting the SEZs has remained in force, due to the special in-
terest shown by the president’s son, congressman Nicolas Maduro
Guerra. He has expanded his relations with China over the years
and has been one of the promoters of the approval of the new law
on special economic zones, sanctioned in August 2022. After this
event, President Maduro announced the creation of four new SEZs
such as Paraguana (in the west), La Guaira (in the central north),
Aragua (in the central north), La Tortuga Island (in the Caribbean)
and Margarita Island (in the east) (NTN24 2023).

Moreover, in his visit to China in 2023, President Nicol4s Ma-
duro was interested in expanding the cooperation with China
in order to improve the operational aspects of these mentioned
new SEZs (La Jornada 2023). As a result, the Chinese govern-
ment agreed to consultative cooperation in this regard, even if the
landing of massive investments from this Asian country in the new
SEZs has not been confirmed. In general, the Maduro administra-
tion has indicated its interest in following the Chinese path in this
type of development projects. Nevertheless, Venezuela’s economic
conditions differ significantly from those of China during its re-
form period in the 1980s and 1990s.

The practical results of this renewed bet on the SEZs have been
unsuccessful for the Maduro government, especially because it
has not created the conditions to move the country forward on a
new path of economic development (source). It’s true that there
are several external factors that do not allow the sz plans to
succeed. One of them is the economic sanctions imposed by the
United States against the Venezuelan government, but there is also
a strong consensus about the deterioration of the rule of law in
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the country, a situation that has been accompanied by a growing
political instability (source). This last reason reinforces the idea of
the lack of legal certainty/security on Venezuelan soil, a necessary
condition to create a favorable environment to attract new foreign
direct investment.

In summary, during Nicolas Maduro’s term in office, there is no
evidence of the implementation of a successful territorial develop-
ment plan. The SEZs seem more like a strategy to circumvent the
American sanctions against the country’s economy than a plan
to integrate different economic entities into a whole integrated
system that works to promote national development goals. In
this sense, it is also necessary to say that the oil revenues from
China have been used both to keep the Venezuelan oil industry in
operation and, during the period 2013-2016, to continue investing
in some projects that were designed or started during the admin-
istration of his predecessor Hugo Chavez.

4. Conclusions and Policy Recommendations

Once the explanation of the creation and consolidation of the
new oil-based G vc between China and Venezuela has been made,
the first conclusion that can be highlighted is that in the twenty-
first century, Sino-Venezuelan relations have been influenced by
the key role of oil, which has been consolidated as the main driv-
ing factor to engage not only the bilateral political-diplomatic
relations, but also the economic integration between both coun-
tries. In this regard, the creation of the new oil-based g vc is the
result of a Venezuelan foreign policy approach aimed at improving
and connecting with the rest of the world through its main com-
modity, but also a consequence of the Chinese interest in securing
its access to this strategic raw material, which is considered neces-
sary to maintaining the functioning of its industrial sector.

All of this progress has been possible thanks to the political
relationship developed by both countries, which has allowed
them to advance in the integration of their economies, creating a
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long-term cooperation scheme based on Venezuelan oil exports
and, at the same time, on Chinese exports of capital and high
value-added products to this South American country. To consoli-
date this in the early years of the twenty-first century, both the Chi-
nese and Venezuelan governments signed a series of agreements
covering all economic aspects related to the oil business, such as:
trade, direct investment in upstream and downstream activities
and, finally, financial cooperation.

An important turning point came in 2007, when both countries
decided to create a loans-for-oil mechanism called the Chinese
Venezuelan Joint Fund (c v ). This mechanism was the final step
in building a new oil-based G vc. Venezuela secured a new market
for its oil exports, generating new revenues and diversifying its
oil business by reducing its dependence on the u.s. market. The
money received by the cvJF, approximately 50.3 billion usbp,
was invested in several infrastructure projects, the purchase of
consumer goods from China, the creation of joint ventures in
manufacturing and oil industry activities, and in social programs.

The economic impact of the new oil-based G vc has been sig-
nificant over the years; at the macroeconomic level, Venezuela
has been able to obtain millions of dollars to invest in its main
territorial development plan, the “Deconcentrated Decentrali-
zation”, which consisted of building massive infrastructure projects
to connect the different regions, generate upgrading activities and
create new value chains. The advance payments received by Vene-
zuela through the c vy F thus allowed the country to obtain financ-
ing in a context in which the international credit market posed
some difficulties to the country after the nationalization process
of several foreign assets. Despite the initial advantages, the col-
lateralization of debt in oil reserves and production has affected
Venezuela since 2014, at a time when international oil prices
collapsed, the country had to prioritize the payment of its debt
obligations to China (only 10% of the total) over the rest of its
creditors, a situation that generated high pressure on the local
financial system.
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Venezuela also took advantage of the economic integration
with China to propose a business model that not only increased the
trade relations between both countries but also stimulated
the landing of new Chinese OFD1I in Venezuela. To consider the
importance of Chinese 0FDI in Venezuela, in this research it was
possible to identify that this indicator represented about 14.5%
of the total OFDI received by Venezuela in 2018. The form in
which these new OF D1 transactions arrived in Venezuela were ba-
sically two: 1) investments in joint ventures with Venezuelan part-
ners, and 2) investments made exclusively by Chinese companies.

This chapter also examined the local impact of establishing ten
joint ventures between Chinese and Venezuelan companies. The
main conclusions on this topic were the following: 1) these ten JVs
were involved in four sub-sectors such as: oil, telecommunications,
transportation and household appliances; 2) the participation of
Chinese companies in these JVs was aimed at offering a technol-
ogy transfer to their Venezuelan partner, but also at creating the
conditions for their brand to obtain a greater market share than
other foreign companies present in this South American country;
3) the results of their participation were ambiguous. On the one
hand, most of these joint ventures were successful during the peri-
0d 2007-2015, showing a significant advance in their productivity
and gaining important customers in the country; moreover, these
JVs generated around 8,200 jobs after an investment of US$ 810
million. On the other hand, after 2015, the Venezuelan partners
in these JVs faced many financial problems due to the fall in oil
prices in 2014-2016, a situation that did not allow them to comply
with the financing plans assigned to them.

At the microeconomic level, it was important to recognize the
participation of at least forty-two Chinese companies in Venezuela
during the first two decades of the twenty-first century. Their par-
ticipation was expressed in three different ways, such as: 1) com-
panies that participated as partners in the formation of joint
ventures; 2) companies that participated in the construction of
infrastructure projects financed by the Venezuelan government;
and 3) companies that sold consumer goods to Venezuela and later
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established their local factories in the country. Part of the explana-
tion of the impact of these companies was explained in the meso-
economic analysis (in the case of the JVs) and in the territorial
analysis (in the case of the construction of infrastructure projects).

Regarding the companiesthatsold consumergoodsto Venezuela,
itcould beidentified thatatleast three million people benefited from
the donations of cell phones, air conditioners, refrigerators, stoves,
washing machines, cars, buses, etc. These donations were made
by the Venezuelan government and were part of a business model
strategy that consisted of first buying many products and introduc-
ing them to the Venezuelan market, in order to later promote the
establishment of companies that would produce them on Venezu-
elan soil. As a result, Chinese companies such as Haier, Yutong,
Chery Automobile, zTE, Huawei and Inspur, just to mention the
most important ones, not only gained recognition but also an im-
portant part of the Venezuelan markets in their respective sectors.

For its part, the most relevant contribution of this chapter was
related to the territorial analysis of the new oil-based G vc between
China and Venezuela. Along this explanation, it was possible not
only to describe, but also to identify the territorial plans and ob-
jectives designed and proposed by President Hugo Chévez for
using the revenues of said gvc. This plan divided the country
into five different regions in order to prioritize investments in in-
frastructure in the south of the country, the less populated region
and the one with more problems in terms of connectivity and
industrial development.

The two regions in which the Venezuelan government focused
its investments were the North Coastal Axis and the Orinoco-
Apure Axis; the main plan for both was to invest in the National
Railway System, which was designed to connect these regions
with the most populated areas of the country. Along with these
new routes, the idea was to create development poles that would
be realized in industrial factories, housing projects, agricultural
systems, refineries and power plants, and technology and research
centers. In order to advance these projects, this research could
identify at least twenty-five infrastructure projects developed
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during the two terms of Hugo Chavez, which involved an invest-
ment of around 17 billion usp and created 81,445 jobs. Even if
most of these jobs were not highly qualified, it is important to
say that they dynamized the economy in the North Coastal and
Orinoco-Apure axis.

During the period 1999-2013, President Hugo Chavez pro-
moted the construction of these territorial projects as much as pos-
sible. Despite the important progress made in some of them, most
were not finished and their investment processes had to be com-
pleted in the following years. However, Nicolds Maduro, Chavez’s
successor, not only did not have enough money to accomplish
this goal, but he also designed another territorial plan, the Special
Economic Zones (SEZs), which made it impossible to continue
Chavez’s efforts. Two other problems affected the territorial plan
developed by Hugo Chavez, such as 1) the lack of institutional-
ization to advance in the control of the resources invested; and
2) the excessive concentration on oil revenues to finance most of
these infrastructure projects.

In conclusion, it could be said that the new Sino-Venezuelan
oil-based gvc has had a real impact on the main economic in-
dicators of this South American country, creating jobs, promot-
ing foreign direct investment, diversifying oil markets, securing
the country’s access to new international debt, and encourag-
ing the participation of new companies in the Venezuelan oil in-
dustry. Nevertheless, it is also important to add that Venezuela
has based all its economic relations with China around the oil
industry, which at the end of the period 2000-2023 contributed
to an increase the country’s economic vulnerability to possible
countercyclical processes, as seen during the period of low oil
prices between 2014 and 2016.

1. One of the main criticisms of the new Sino-Venezuelan
oil-based g vc is the lack of vision and plans to create long-
term value-added activities in Venezuela. A review of the



LOCAL IMPACT OF VENEZUELA'S OIL EXPORTS TO CHINA

available information shows that this is not entirely true,
at least during the two terms of Hugo Chavez, a period in
which Venezuela developed a territorial plan designed to
create value-added activities in the country. This plan, even
if it was logical, redoubled the dependence of the territorial
development plan on oil revenues. For the future, the Ven-
ezuelan authorities could consider designing and propos-
ing a different territorial plan that does not depend only in
the revenues generated for the oil exports. In fact, it could
be considered a mixed strategy that includes partnerships
with private capital. China could be a partner in this sense.
. Another major failure of the Chavez era was the lack of in-
stitutions to prevent corruption or irregularities in projects
like those under the ‘deconcentrated decentralization’ plan.
The Venezuelan authorities should take this situation into
account in order to promote more efficient management of
the resources generated by oil exports.

. Over the years, Venezuela has become increasingly de-
pendent on oil revenues to maintain the functioning of its
entire economy. This process has affected the industrializa-
tion of the country, creating the conditions for a reprima-
rized economy. For the future, Venezuelan policymakers
should consider planning a real industrial policy that would
allow the country to take advantage of the creation of new
GVCs with China.

. Venezuela could also try to diversify its economic relations
with China. The comparative advantages of Venezuela could
be far from the historical oil industry approach to integrate
with different countries around the world, including, and
especially, China. For example, this South American coun-
try has great potential in the agricultural sector, but also in
heavy industry.

. Most of the Chinese FDI transactions in recent years have
been carried out under the joint venture model. Looking at
the results from the 2000-2024 period, it is reasonable to
consider this model a failure. Looking ahead, a shift in the
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model-one that includes diverse options for attracting new
EDI beyond the public-led framework-could have a more
positive impact on Venezuela’s economic indicators.
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Impacts of Chilean
Exports to China of
the Cherry Global Value Chain

Dorotea Lopez, Andrés Borquez and
Juan E. Serrano-Moreno

1. Introduction’

Since the end of the twentieth century, the bilateral relationship
between China and Chile has been strengthened mainly thanks
to bilateral trade, as both countries joined the Asia-Pacific Eco-
nomic Cooperation (APEC) in 1991 and 1994, respectively, as
well as the World Trade Organization, which Chile joined in 1995,
later supporting the entry of the People’s Republic in 2001. The
rapprochement between the two allowed Chile to become the
first country in the Latin American region to sign a Free Trade
Agreement (FTA) with China in 2005, with entry into force in
October 2006. The agreement was promoted to foster bilateral
trade and cooperation and made China Chile’s leading trading
partner, increasing trade fivefold in the first ten years since its im-
plementation. Today, China is the leading destination for Chilean
exports —over one-third of its total- of which around two-thirds
are copper and derived products. In 2015, the suppression of ex-

1  The authors thank the editor for his detailed comments on an earlier version of the
manuscript and gratefully acknowledge the financial support for this study by the Na-
tional Agency of Innovation and Development of Chile (ANID) through the Mil-
lennium Science Initiative Program NSC2022 053 and project Fondecyt Regular
n. 1240664.
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port tariffs on agricultural products from Chile to China ignited
a “cherry boom” with significant effects on the Chilean economy.

Chile has a significant advantage among the leading cherry
producers as the country harvests and processes the fruit just in
time for the Lunar New Year, the biggest celebration in Chinese
culture. In the last decade, cherries have penetrated Chinese con-
sumption habits and have become a highly symbolic milestone
for the urbanized middle class, who see this sweet red fruit as a
sign of prosperity, affection, trust, and even social distinction.
This phenomenon created a lucrative opportunity for Chilean
agribusinesses, who rapidly concentrated resources on produc-
ing and commercializing the fruit. Nevertheless, as noted by the
recent case report prepared by the Chilean research centerrcLAc
(Montt et al. 2024), the Chilean cherry industry is highly exposed
to global and local factors, especially agricultural worker shortage,
water scarcity due to climate change, and the impact of geopolitics
on trade and foreign investment. For this reason, it is necessary to
rethink its future development to reduce risks and develop sus-
tainable competitive advantages (Olavarrieta and Ellinger 1997).

One frequent criticism of the increasing trade between China
and Chile is that it has perpetuated the recommodification pat-
tern within the export sector between the central and peripherical
economies in which the former exports to the later raw materials
with no added value. Indeed, scholarly work in political economy
has consistently highlighted the increasing economic dependence
of Latin American countries on China, with Chile being a promi-
nent example, primarily due to deindustrialization and insuffi-
cient economic diversification (Ahumada 2019:177-181; Jenkins
2018:655-656; Gallagher 2016:99-105; Hung 2015:108-111). It
is also theorized that commodity upgrading can be relevant for
those countries that produce commodities, which can offer develop-
ment opportunities but also entail risks that must be carefully man-
aged by producing countries. In other words, natural resources can
be both a blessing and a curse for developing countries. However,
if adequately managed, resource-rich countries can avoid falling
into the commodity dependence trap (Collier 2007).
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The case of Chilean cherry exports to China shows there is
room “to move from low-value to relatively high-value activities
in global production networks” (Gereffi, Bamber and Fernandez-
Stark 2022:6-7). Thanks to the Chinese demand, Chile is today
the global leader in the cherry business. This leadership would
only have happened with the sophistication of the production
and distribution developed by Chilean companies. Since Chile ac-
counts for 45.3 % of global cherry exports, working on economic
upgrading would strengthen value added in production and thus
strengthen the national industry. Hence, analyzing the strategy
of Chilean cherry producers and exporters contributes to un-
derstanding how the Global Value Chains (cvc) are governed
nowadays. For this, we borrow Gary Gerefli’s theoretical proposal
on the study of GVCs adopting a “systematic approach to eco-
nomic development that combines broad analyses of global in-
dustry structures and trends with detailed mapping of national
value chains and with local economic clusters, based on existing
economic statistics from interviews and field research involv-
ing lead firms and intermediaries, national suppliers and institu-
tional participants” (Gereffi 2018:13).

This study analyses the advantages, lessons learned, and up-
grading challenges identified in the cherry G vc, focusing on the
production, processing, distribution, marketing, and consumption
stages. Our objective is to analyze the wider economic implications
of the cherry trade for Chile, including its role in job creation
and income generation and its influence on bilateral relations be-
tween Chile and China. The study relies on an exploratory analysis
that examines publicly available documents produced by Chilean
authorities, specialized media, companies, and business associa-
tions. This work is enriched with data on international trade and
interviews with experts and stakeholders in the cherry industry.

Based on the academic literature, the first section of this study
presents the long-standing relationship between Chile and Chi-
na, looking at critical events and diplomatic exchanges that have
shaped their relationship over time. The second focuses on bilat-
eral trade, specifically the trade dynamics in cherries, analyzing
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data from Chile’s Undersecretariat of International Economic Re-
lations (Subsecretaria de Relaciones Econdmicas Internacionales)
and Chile’s Office of Agricultural Studies and Policies (Oficina de
Estudios y Politicas Agrarias). The third section, interviews with
farmers, exporters, and trade officials, will be analyzed in light of
the cherry G vc stages, along with the content of specialized press
in the Chilean agroindustrial sector, such as Simfruit, SmartCher-
ry, and Cerezos Chile. Finally, the findings culminate in actionable
insights and overall conclusions.

1. Overall Socioeconomic and Historical
Relationship Between Chile and China

Over the last fifty years, Chile and the People’s Republic of Chi-
na have undergone significant political, economic, and cultural
transformations. These changes, often radical, have taken place
in a relatively short period within a framework of integration and
openness towards an increasingly globalized world. In this con-
text, beyond periods of closeness and ideological distancing, both
nations have decided to establish a solid relationship based on the
principles of state policy, prioritizing continuity, non-interven-
tion in internal affairs, and the search for mutual benefits based on
economic complementarity (Bérquez, Lépez and Mufioz 2021).
The formal start of diplomatic relations between Chile and
China dates back to December 1970, when Chile, under the gov-
ernment of President Salvador Allende, became the first South
American country to establish ties with the People’s Republic of
China (prc) and recognize its ‘one China’ policy. This rapproche-
ment was ideologically motivated, as in the case of Cuba (Matta
1991). Three years after relations were established, the Allende
government was overthrown, which led Chile into a period of mili-
tary dictatorship. In the context of the Cold War, many believed
that relations between Chile and China would cool. Nevertheless,
both countries kept diplomatic channels open (Matta 1991). This
behaviour is testimony to the pragmatism that has characterized
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Chinese diplomatic relations, in which nations of ideologically
opposed regimes seek a relationship that transcends their differ-
ences. China’s re-entry into the United Nations in 1971 and Presi-
dent Richard Nixon’s official visit to Beijing in 1972 marked the
beginning of a more pragmatic approach to Chinese foreign pol-
icy (Kissinger 2017). During this decade, several Latin American
countries, including five linked to the Alliance for Progress, es-
tablished diplomatic relations with Beijing, reflecting the growing
pragmatism in international politics. When faced with the dilem-
ma of maintaining ideological consistency or avoiding isolation,
Chile chose the latter, identifying China as a promising destination
for its mineral exports with the purpose of strengthening a tactical
partnership on the global stage (Fermandois 1985). This pragma-
tism was evident when, after Augusto Pinochet’s rise to power,
China reaffirmed its support for Chilean sovereignty in Antarctica
(Compa 2001).

In the mid-1980s and with greater force in the early 1990s,
Chile and China initiated a policy of international insertion that
marked a significant change in their diplomatic relations. To attract
foreign investment and promote international trade, both nations
implemented unilateral tariff reductions and invested significantly
in road infrastructure to ease the flow of goods. These dynamics,
together with Chile’s return to democracy, laid the foundations for
a new direction in Sino-Chilean relations (Gachuz 2012).

The new insertion stage in the international economy was
consolidated in 2002, when China, in a rapprochement with
Chile during the APEc Leaders Summit held in Santiago in 2004,
proposed negotiating an FTa —the first of its kind negotiated by
China with a Latin American country. Chile had demonstrated its
support for China’s insertion into the world trading system,
actively participating in its accession process to the World Trade
Organisation (WT0) and recognizing it as a market economy.
After a pragmatic negotiation, the FTA was signed in 2005 at the
APEC Leaders Summit in Busan, Korea. Although the treaty did
not cover all the typical provisions, Chile was privileged in the
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trade relationship with China. The agreement has been periodical-
ly revised and further developed since then, particularly in 2018.

The political aspect of these relations has taken on a prominent
role, reflected in official visits and the creation of consultation
mechanisms. Since the return to democracy, all Chilean presidents
have made at least one official visit to China, regardless of their po-
litical ideology. On the Chinese side, the last three presidents have
also visited Chile, demonstrating a sustained bilateral interest in
strengthening ties. In the last ten years, bilateral relations between
Chile and China have been marked by new impulses that, unlike
in previous decades, have taken on a multidimensional character.
This change was formalized in 2016 when both countries reaf-
firmed their commitment to becoming “comprehensive strategic
partners,” the highest level of bilateral cooperation for Chinese
foreign policy (Bérquez and Bravo 2021). Although this is not a
binding agreement, it reinforces a multidimensional cooperation
framework that includes science and technology cooperation, city-
to-city collaboration, and ongoing consultation processes. Later,
in 2018, Chile signed a memorandum of understanding with
China to jointly advance the Belt and Road Initiative, which was
expected to improve the connectivity between the two countries by
attracting Chinese foreign direct investment and encouraging the
participation of Chinese companies in public procurements to
build infrastructures (Serrano-Moreno 2024). However, rising
tensions between the major Western powers and China have
forced middle powers, such as Chile, to navigate and make strate-
gic decisions in a scenario where mistrust and strategic competi-
tion leave less room for cooperation in key areas such as public
infrastructures and technology (Kuik 2024; Montt, Chan and
Serrano-Moreno 2023).

The export of copper and other minerals from Chile to China
has been progressively complemented by other products, such as
wood pulp, cellulose, and fruit (see Table 1). However, this growth
has posed new challenges, such as establishing new administrative
offices to manage these trade relations effectively. An important
aspect is the criticism of Chile’s growing dependence on its natural



IMPACTS OF CHILEAN EXPORTS TO CHINA OF THE CHERRY GLOBAL VALUE CHAIN

resources and specialization in a single market, China. This issue
has become one of the main concerns in the economic relationship
as diversifying the export basket becomes crucial. In 2019, after a
joint evaluation of the FTA, both countries began a deepening
phase focused on increasing investments in both directions and
diversifying the commercial offer (Lépez, Bérquez and Serrano-
Moreno 2023).

2. Significance of the Country’s Trade with
China

After the China-Chile FTA entry into force in October 2006, trade
flows took little time to improve since between 2003 and 2005
Chile’s average exports to China were 3.8 billion usp, while by
2007, the figure reached 10.5 billion usp (Figure 1). This situation
was strengthened by the increase in the diversification of exports,
mainly in the chemical and agricultural sectors. In addition, the
FTA considered the immediate tariff relief of 92 % of the products
to be exported, accompanied by progressive decreases for up to ten
years. Thus, in 2015, zero tariffs on agricultural products between
Chile and China were reached (Reyes 2021:11). This fact is of great
relevance for agricultural trade since, by the following year, fruits
and vegetables exported from Chile reached a growth of 55.5 % in
the Chinese market (0EC 2024).

Notably, this is the first ETA between China and a Latin Ameri-
can country to undergo a deepening process. In 2019, new pro-
ductive sectors were negotiated, making the Sino-Chilean free
trade zone the most open in the People’s Republic. This treaty be-
came a key milestone in establishing China as Chile’s primary trad-
ing partner. In this sense, during 2023, China reached 39 % of Chile’s
exports (Central Bank of Chile 2024). On the other hand, in the
same period, Chile positioned itself as China’s second-largest trad-
ing partner in Latin America, preceded by Brazil. The Sino-Chilean
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trade growth reached a sustained growth of 7.9 % between 2018
and 2023 that, even with the covid-19 pandemic, was not affected,
in addition to an 11.1 % growth in non-mining and non-cellulose
products (Subrei 2024/a), reaching in 2023 37,449 million usD
exported to China and 27,100 million usp imported from that
country (Figure 1).

Figure 1. Total export trade between China and Chile (2005-2023) (billions of usp)
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Source: Compiled from Subsecretaria de Relaciones Econdmicas
Internacionales de Chile (2024).

As noted (Lopez and Muiioz 2021), the Chilean export basket to
China is heavily concentrated in copper and derivatives, which
represent 66.6 % in 2023 of total exports (Table 1) (Central Bank
2023). However, after the disappearance of the tariff for the entry
of Chilean agricultural products in 2015, a possible trend towards
diversification of this basket could be observed (Serrano-Moreno
et al. 2021). This “green shoot” was not confirmed in subsequent
years due to the persistent high demand for minerals from the
Chinese industry and the concentration of agricultural exports
in cherries.

Between 2010 and 2022, the share of cherries in Chile’s agri-
cultural exports increased significantly, from 4.83 % to 25.26 %.
This growth suggests that both production and demand for cher-
ries have increased considerably, reflecting an evolution in the
preferences of mainly Asian consumers and the sophistication of
Chilean agribusiness production and commercialization (Table 2
and Figure 2).
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Table 1. Chile: Main products exported to China in 2023 (billions usD).

exporter, generating 79.9 %
of lithium carbonate. They
are used in high-precision

technology.

exported to China.

L Percentage of Total
Description Export (Dollars) Exports to China

Copper ore and Chile produces 25.3 % of 17.4 billion usp 47.03 % of Chile’s
concentrates the world’s total. They are exported to China. | total exports to

used in the technology and China.

construction industry.
Cathodes and Chile is the world’s leading | 6.072 billion usDp 16.41% of Chile’s
sections of refined exporter, generating 21 % exported to China. | total exports to
copper cathodes of global exports. They China.

are used in the electrical

industry.
Lithium carbonates | Chile is the world’s top 3.245 billion usp 8.77 % of Chile’s total

exports to China.

Fresh cherries

45.3% of the world’s cherry
production is in Chile. Since
2015, there have been zero
tariffs on cherry exports to
China.

2.11 billion usp

exported to China.

5.7 % of Chile’s total
exports to China.

Iron ore fines and
concentrates, non-
agglomerated

A large part of production is
exported to Asia, with 73 %
going to China.

1.19 billion usp

exported to China.

3.22% of Chile’s total
exports to China.

Chemical wood
pulp, soda or sulfate,
semi-bleached or
bleached, coniferous

Chile is the world’s fifth-
largest producer; Asia is
the leading import partner.
Used for making boxes or
Kraft paper.

880 million usp

exported to China.

2.38% of Chile’s total
exports to China.

Lithium sulfate

This product has gained
importance in international
trade for use in electric
vehicles and lithium-ion
batteries.

709 million usp

exported to China.

1.92% of Chile’s total
exports to China.

Chemical wood
pulp, soda or sulfate,
semi-bleached or
bleached, eucalyptus

Small production
worldwide. Used for fine
paper like magazines,
newspapers, and sanitary
products.

637 million usp

exported to China.

1.72% of Chile’s total
exports to China.

Copper anodes with
copper content equal
to or greater than

99 % and thickness
less than 10 mm

Highly pure, small product
with a high percentage of
copper. They are used in
electrical and industrial
applications.

559 million usp

exported to China.

1.51% of Chile’s total
exports to China.

Source: Subsecretaria de Relaciones Econdmicas Internacionales de Chile (2024).
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Table 2. Vegetable and other vegetable exports
(2010-2022) (Billions of usD)

Cranberries,

Bilberries L

Grapes  Cherries  Apples & Similar Avocados vegetable

Fruits products
2010 30.9% 5.7% 14.7 % 7.9% 4.4% 36.4%
2011 29.3% 7.2% 13.5% 8.0% 4.4% 37.7%
2012 28.6% 7.5% 14.4% 7.9% 3.5% 38.2%
2013 28.4% 7.0% 15.0% 8.0% 3.6% 38.1%
2014 26.2% 10.2% 13.1% 9.3% 4.7 % 36.5%
2015 24.9% 9.3% 10.1% 9.7% 4.4% 41.6%
2016 22.9% 13.6% 11.5% 10.5% 6.6 % 35.0%
2017 21.3% 9.7% 11.4% 8.4% 9.1% 40.1%
2018 18.6 % 16.9% 11.1% 9.6 % 52% 38.5%
2019 17.9% 22.9% 8.8% 8.1% 5.9% 36.4%
2020 15.6 % 23.5% 8.8% 8.2% 4.7% 39.2%
2021 13.5% 23.8% 8.9% 8.5% 4.6 % 40.7%
2022 14.8% 28.6% 8.0% 6.5% 3.6% 38.5%
Total 21.7% 15.3% 11.2% 8.5% 5.0% 38.3%

Source: Subsecretaria de Relaciones Econdmicas Internacionales de Chile (2024).
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Figure 2. Proportion of Cherries in Main Vegetable Exports

from Chile (2010-2022) (Billions of USD)
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Source: Own elaboration based on data from the Observatory of Economic Complexity,
regarding exports for products in HS2 06 (Vegetable Products) from Chile for 2022
(latest data available and consulted on September 28, 2024).

The recent export of Chilean cherries to China is crucial for under-
standing the Chilean export model. This model selects products
to diversify its export basket based on the logic of comparative
advantages. At the same time, it takes advantage of the prefer-
ential access provided by the FTA between the two countries,
strengthening competitiveness in an expanding market such as the
Chinese one. Cherries are Chile’s third main non-mineral export,
reaching 2,346.3 million usD, and are preceded by the export of
salmon, trout, and cellulose (Servicio Nacional de Aduanas 2023).

Chile produces several cherry varieties; however, the most ex-
ported are prunus cerasus, the most acidic fruit, and prunus avi-
um, the traditional sweet cherry. China is the world’s fifth largest
importer of prunus cerasus, followed by Germany, Russia, Qatar,
and Singapore; it is also the leading importer of prunus avium.
Together, both strains account for the 2.09 billion usp that Chile
exported to the Asian country in 2023 (Subrei 2024/a).

Chile is the world leader in cherry production, with 413,979
tons of cherries exported in the 2023-2024 season, of which
377,000 tons went to China (Smartcherry 2024/a). In 2022, Chile
produced 45.3 % of global cherry exports, followed by Hong Kong
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(28.1%), the United States (7.51 %), Turkey (3.16 %), and Spain
(2.4 %) (Table 3). Chile leads cherry production in South America,
representing 95.7 % of the total export supply from the southern
hemisphere. During the 2021-2022 season, it exported 356,345
tons, making it the region’s top exporter, followed by Argentina,
Australia, New Zealand, and South Africa (Garrido 2023). In
Latin America, Chile is also the leading exporter, with 380,000 tons
exported, of which the Andean country currently exports 99 %
(Smartcherry 2024/b). However, this leadership hides a strong
dependence on the Chinese market, which in the 2023-24 season
received 91 % of total Chilean cherry exports.

Table 3. Which countries export cherries (fresh)? (2022) (Billion of USD)

South America i North America

United
States 7,51%

Canada 2,13%

Spain

Europe .
l

Hong Kong 28,1%

.. ] ] S

M afica Masia [ Europe M North America I Oceania M South America

Source: Compiled from The Observatory of Economic Complexity (2024).

During the recent 2023-2024 season, cherries in Chile reached a
historic figure, representing 40 % of the country’s fruit exports and
anincrease of 1,555 million us D during January 2024 exports (Pro-
Chile 2024/a). This significant growth in the industry compared
to the situation twenty years ago; in 2004, Chile exported $ 1,848
million Fo B, while today, the figure is more than surpassed with
$5,065 million FoB, with shipments reaching 88 international
markets. The fresh cherry market is expected to grow and expand
the destination markets since Asia, as the leading destination, cur-
rently accounts for about 94 % of exports. More hectares are being
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allocated to cultivation in the country, occupying 16.4% of the
fruit-growing areas to generate more extensive production, while
the value of the fruit is increasing, to the detriment of other fresh
fruits exported by the country, such as blueberries, grapes and
peaches (Bricefio and Méndez 2024).

During the 2023-2024 season, Asia remains the leading im-
porter of fresh cherries from Chile, receiving 388,171 tons, while
the United States imported 13,977 tons, the Latin American region
7,296 tons, Europe 3,850 tons, and Canada 685 tons. It is worth
mentioning that there were decreases in all regions except East
Asia, where the figures remained relatively similar, with a growth
of 1.5% (SmartCherry 2024). In this sense, among the leading
importers of Chilean cherries —besides China- the United States
stands out with 15.91 % of imports in 2021, Japan with 7.65 %,
South Korea with 4.94 %, and Brazil with 4.65% (The Atlas of
Economic Complexity 2024).

The case of Hong Kong is noteworthy, as fresh cherries rep-
resent Chile’s main export to this market, reaching 8.4 million
UsD in 2024 (Subrei 2024/b). Chile’s 2012 Free Trade Agreement
with Hong Kong eliminated tariffs on various products, including
cherries. The “high administrative autonomy” of the Hong Kong
region, enshrined in the Constitution of the People’s Republic of
China and the Basic Law of the Region, allows the region to have
its own customs union and a limited international legal personality
that allows it to conclude FTAs with third countries (Sun, 2008;
Serrano-Moreno, 2021). As a result, Hong Kong has developed
as an easily accessible trade center, with FTAs with the People’s
Republic of China, New Zeland, ErTA (Iceland, Liechtenstein,
Norway, and Switzerland), Chile, Macao, ASEAN, Australia, and
Peru (Yeung 2024; wto n.d.).

As shown in Table 3, Hong Kong is the second largest exporter
of cherries worldwide, exporting 99.9 % of the fruit to the People’s
Republic of China In 2022. However, 88.1 % of the cherries import-
ed to Hong Kong came from Chile (The Atlas of Economic Com-
plexity, 2024). Since the region does not have the necessary geog-
raphy to harvest this fruit, it has positioned itself as a “re-export”
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center thanks to its geographical position and high-end services
in the distribution, financial, and logistics sectors. Hence, Hong
Kong represents a privileged platform for Chilean exporters to
reach the Guangdong market, one of China’s wealthiest (Simfruit
2024). Thus, from the export of cherries, they generate 1.29 billion
USsD, equivalent to 1.14 % of their total exports, from the 42.3 bil-
lion usD of cherries imported from the Chilean market, as shown
in Table 3 (0EC 2024).

Locally, Chilean cherry export growth has positively impacted
the economy, creating jobs and fostering development in the pro-
ducing regions. The remaining problem is that more and more
producers are attracted by the “cherry boom,” generating a new
concentration and dependence cycle. Therefore, studying the dif-
ferent G vc stages offers valuable insights for economic develop-
ment and formulating trade strategies that promote sustainable
and balanced growth.

3. Impact of Exports to China in the Cherry
GVC

The global value chain (G vc) refers to a product’s various stages,
from conception to its final delivery to the consumer. In particular,
it pays attention to how economic actors, such as governments,
companies, workers, or entire regions, develop activities that gen-
erate low value added to those that generate higher value. Value
chain scaling is crucial because it enables countries and compa-
nies to improve their competitiveness and sustainability. This pro-
cess is neither linear nor predictable; it can be complicated and
face several challenges, such as the need for investment in skills,
infrastructure, and technologies (Bamber and Fernandez-Stark
2016; Gerefli, Bamber and Fernandez-Stark 2022).
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The Cherry gvc is composed of four main stages, which are de-
tailed below. The basis used to identify these stages was extracted
from two publications: “Global Value Chains in Agriculture and
Food,” published by oEcD (2020), and “Fresh Cherry Industry in
Chile” by Bamber and Fernandez-Stark (2016). The development
of these steps for the cherry case is also based on the analysis of
interviews and review of official documents.

1. Production: This stage involves the cultivation of cherry
trees, selection of cherry varieties, agronomic management
practices, and harvesting of cherries at the right time to
ensure quality.

2. Processing: After harvest, the cherries undergo a series of
processes that include obtaining the necessary permits,
grading the fruit based on quality and size, and packaging
it appropriately for distribution.

3. Logistics: Effective logistics are critical to maintaining the
freshness of the cherries. This includes transporting the har-
vested cherries from the orchards to the distribution centers
while ensuring proper refrigeration throughout the journey.

4. Marketing and final consumption: The final stage includes
both wholesale and retail activities that can take place in lo-
cal markets, grocery stores, supermarkets, and export chan-
nels. Various marketing strategies increase brand awareness
and drive sales, catering to consumer preferences and mar-
ket segments.

The cherry planting season in Chile is divided into two peri-
ods: during the winter, a one-year-old plant from the nursery is
planted, while in the spring (between October and November), a
three-month-old plant that already has growing leaves is plant-
ed. Throughout the fall and winter, the cherries are grown, and
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weather conditions play a crucial role in the optimal development
of the fruit. The topography of central and southern Chile pro-
vides an ideal environment for cultivation, and various production
techniques are used, such as outdoor cultivation in greenhous-
es, vertical systems, or high tunnels. With the arrival of spring,
harvesting begins and lasts from October until 80 % of produc-
tion is reached between December and January. This period is
critical, so it is expected to outsource labor. Experts indicate that
the demand for seasonal workers is increasing due to the expan-
sion of cherry plantations. It is estimated that by the 2025 season,
around 469,000 seasonal workers will be needed to meet the high
demand from November to January, which coincides with the
period leading up to the Chinese New Year. Finally, there is a
selection process in which the fruit that meets the technical and
phytosanitary requirements for export is selected. It should be
noted that the cherry plants produce fruit in the third year.

One of the characteristics of the production stage highlighted
in the interviews is the high degree of collaboration between the
different participants. This collaboration is because shared learn-
ing serves to grow the business. As one interviewee explains:

Cherries are highly perishable and delicate, and their main market, Chi-
na, is the farthest from Chile. Nearly 90 % of the harvest is shipped there.
Therefore, every factor is meticulously taken care of, and everything has
to do with the care of the fruit, from planting the tree until the fruit is
available in the market to be sold in China. For example, the cherry,
in particular, in the harvesting process, has a characteristic that you
do not see in other fruits, and that is that it is harvested early in the
morning so that the heat does not affect it. Harvesting typically runs
from 11:00 to 11:30 AM. It is intentionally limited to avoid working
during the peak heat of late November, December, beginning of January
(Interview n.1)2.

2 Interviewee profile: Executive of the business association Frutas de Chile, interview
conducted in October 2024.
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According to the business association Frutas de Chile, records are
expected to be broken in the 2024-2025 season, with a 59 % growth
over the previous year. This translates into 131,587,007 boxes of
fresh cherries of 5 kilos, equivalent to 657,935 tons (EMOL 2024).
This expansion responds to the high Chinese demand and has
been supported by developing an integrated structure between
producers and exporters to optimize the supply chain. The leading
export companies are San Francisco Lo Garcés, Copefrut, Dole
Chile, Exportadora Rancagua, and Frutera San Fernando.

International sanitary and phytosanitary standards are essen-
tial for preserving the quality of the product during transport.
As an agricultural exporting country, Chilean authorities have
developed a complex compliance system with sanitary and phy-
tosanitary measures. Chile’s Agriculture and Livestock Service
(saG) conducts quality inspections according to international
phytosanitary standards; some guidelines are related to the appear-
ance of cherries, crop pest control, and soil quality. It has de-
fined guidelines for the export of cherries to China that involve
measures at the orchard level, pest control, establishment level,
packaging, and sanitary and phytosanitary records.

Interviews with key actors indicate that the packinghouse in-
dustry has gone hand in hand with the cherry industry in terms
of manufacturing better and better machines to ensure their good
arrival to the market. Here, a process is developed in which knowl-
edge and services are generated to control temperature during har-
vest, transport, and inside the plant. A cherry plant must be fully
refrigerated, i.e., with the ambient temperature inside the plant
at a low level. Most of the packing is imported from France and
New Zealand; however, these processes have more and more Chi-
lean content.
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In cherry logistics, it is essential to maintain the cold chain and not
handle the cherries during transport from Chile to the final des-
tination. Cherries are delicate and perishable products requiring
special packaging and controlled conditions to guarantee quality.
This aspect was highlighted in all the interviews conducted:

The cherries leave Chile fully finished. It is a delicate and highly per-
ishable product, which has to go in special bags that have, in fact, a
controlled atmosphere, in special boxes, in trucks, in special containers,
by ships that are refrigerated. The truth is that the cold chain is funda-
mental, and not touching the product is fundamental until the final
destination is reached (Interview n.1.).

Most fresh cherries are exported by sea, with 93.3 % reaching
international markets via maritime transport. For this purpose,
shipping lines offer specific services for the high export season.
Among them, the leading service is “Cherry Express,” launched
in 2019 by Hapag-Lloyd after purchasing several state-of-the-art
ships, creating a fleet composed today of 17 ships. As a result, the
duration of the maritime trip was reduced from 30 to 21 days
(Mundomaritimo 2019; Cooperativa 2024).

The San Antonio International Terminal (sT1) is the port that
concentrates these exports. The remaining volume is shipped by
air (5.5%) and land (1.2%). In the latter case, to closer markets,
mainly Brazil. The beginning of the Chilean cherry export season
in mid-November represents a critical period for delivering the
fruit in optimal conditions in its biggest market, China. The trans-
port by air to China is concentrated at this time when the product
reaches its highest price. Aerosan and China Eastern Airlines are
the major companies providing this service. The latter has been
transporting Chilean Cherries to Shanghai Pudong International
Airport since 2014, reaching a capacity of 76 tones per flight that
is 24 hours long (China Daily 2024).
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Optimization has allowed ships to arrive on the other side of
the Pacific Ocean in approximately 21 days. Furthermore, ensur-
ing an unbroken cold chain is essential for the fruit to retain its
freshness upon arrival at the destination port. Thus, while packing
the cherries, local companies carefully arrange them in refriger-
ated trucks that transport the containers by land to the port of
San Antonio or Valparaiso, where they are loaded onto the Cherry
Express ships (Logistec 2023). This specialized service is the fastest
in the industry and was planned by the Fresh Pass team in coordi-
nation with Maersk, including the transfer, booking, documenta-
tion, and constant checking of the products during the trip.

Upon arrival in China, the main ports receiving cherry ship-
ments are in the Pearl River Greater Bay Area: Hong Kong, Shen-
zhen, and Guangzhou. At this stage, Maersk Customs House takes
care of inter-port clearance so that the cargoes are cleared within
three hours to other ports, such as the Port of Nansha in Guang-
zhou, where it is easier to distribute them inland. However, in
2024, for the first time, the Cherry Express route arrived at the port
of Tianjin, which shortened transfer times to Beijing, improving
logistics by reducing inspection and transfer times to the interior
of the country, in addition to the costs of entry into the Chinese
market (ProChile 2024/b).

The Chilean exporters have identified four zones or consump-
tion centers for Chilean cherries in mainland China. Zone one,
which covers 26 % of China’s total population, is the Guangdong
province, the most densely populated province in China, with 127
million inhabitants. Hong Kong, Nansha, Shekou, and Yantai ports
are in this zone, through which 66 % of Chile’s cherry exports en-
tered last season. Zone two is located in the central-eastern area
and covers 31 % of the Chinese population. This area includes
the port of Shanghai and the Jiangxi and Shanghai markets. Zone
three, located in the northern part of the East Coast, represents
15% of the total population. The cherries arrive at the port of
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Dalian before being transported to Beijing and other cities in the
area. Finally, zone four, which covers 11 % of the population, is a
developing area for the imported cherry market but is becoming
more and more relevant. The attractiveness is due to the province
of Sichuan, the Chengdu airport that receives direct shipments,
and the cities of Chengdu and Chonggqing. The latter has access
to the Yangtze River, which connects it with the major cities of
Yichang, Wuhan, Nanjing, and Shanghai. It is also connected by
land to zone one and two to supply cherries from Chile.

Selling price is a crucial indicator of the level of competition in
the global cherry market, underlining the importance of quality
and value-added to achieve better prices in international trade. In
this context, Chile is in a favorable position. The average value per
kilo of cherries exported from Chile is 5.64 Us D, slightly above the
global average price of 5.22 UsD. Since cherries are seasonal fruit
sold mainly in the Chinese market, assessing Chile’s competition

Figure 3. Global Trade of Fresh Cherries 2023: Quantity Sold Relative

to Price per Kilo (usp)
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from countries that can produce during the last three months of
each calendar year is crucial. As with other fruits, these competitors
tend to be from the southern hemisphere, mainly Argentina, South
Africa, Australia, and New Zealand. The latter two achieve prices
per kilo that significantly exceed those of Chile; however, their
production volume is considerably lower, being well below the
cargo exported by Chile.

The relatively high selling price of Chilean cherries in the Chi-
nese market is due to a combination of key factors. First, season-
ality plays a crucial role, as Chilean cherries are harvested when
local Chinese cherries are unavailable, generating strong demand
and making consumers willing to pay more for the product.
In addition, the quality of Chilean cherries is internationally rec-
ognized, as their flavor, freshness, and size characterize them. This
contributes to the perception of a high-quality product in the mar-
ket, which increases its attractiveness to Chinese consumers. Also,
cherries must meet strict sanitary standards and certifications to
export to China, increasing production costs and, therefore, the
product’s final price. Logistics also play a role: transport costs,
cold storage, and handling of cherries from Chile to China are
significant, as reflected in the selling price.

Despite competition from other producing countries such as
the United States, New Zealand, and Australia, Chile’s harvest
season advantage allows its cherries to occupy a unique niche in
the market. However, from the Chilean perspective, the marketing
and consumption of the cherry Gvc could be improved in terms
of economic upgrading. Once the fruit reaches Chinese ports,
Chilean companies add little further value, as their participa-
tion in local marketing and retail services is minimal, as we explain
in the next section.

Based on economic data and the perceptions of key actors in the
cherry industry, we identified five major areas impacted locally by
the evolution of the Gvc due to its access to the Chinese market:
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employment, innovation, and technology in production, techno-
logical changes in packaging and logistics, collaborative strategy
development, and new sales strategies.

The evolution of the g vc has led to labor shortages, as the Chilean
cherry harvest lasts only four to five months —from late October
to early February- and takes place in sparsely populated regions.
Also, picking cherries from the trees implies a more intense labor
force than other crops harvest because the fruit’s fragility leaves
little room for mechanization. By 2024, more than 400,000 work-
ers will be harvesting and packing the 130 million boxes planned
for the season. In the Maule and Bernardo O’Higgins regions,
companies attract workers with special incentives like car raffles
and cash prizes. Unlike other crops, such as apples, cherry produc-
ers face increasing competition for labor.

The cherry crop in the (Maule) region has had more incidents. In the
south, it may be different; that is, in the end, cherry attracts many
people, and I think they use these incentives of ‘we are going to raffle
a car among the people who have participated, ‘we are going to raffle,
I don’t know, two million pesos, in their own words, and a lot of extra
things. Other crops that needed people at that time had to adapt, as I
was saying in the example of apple trees (Interview n.2)>.

The increasing demand for cherries has generated profound
changes in production processes in the last decade. Chile has the
advantage of having a Mediterranean climate ideal for growing
this fruit, with cold winters necessary for optimal growth. Indeed,

3 Interviewee profile: Official of Coquimbo Regional Government, logistic expert. In-
terview conducted in September 2024.
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the cherry needs many hours of cold in winter so that Chile can
produce between 15 and 18 tons per hectare (EMmoL 2024). Un-
like Peru, which competes in other fruits, such as blueberries and
grapes, Chile is the only country in the region to produce high-
quality cherries. In addition, local agribusinesses have invested
in genetics and packaging technology to meet increasing quality
and productivity challenges. This allowed for the increase in the
cultivation of land surface and the adaptation to the demands of
the global market and has had a positive impact not only on the
shipment of cherries but also on other products, such as plums:

Fewer companies are making different formats, that is, formats of 2
kilos, a larger box than 3 of 2 kilos, and the total is 6 kilos or bulk boxes
of 9 kilos, those are the minorities. I would say that this standard has
even had repercussions and has begun to impact other items. I mean,
today we have Sugar Plants, for example, which are plums because
plums from there are adopting the same format, and cherries from
the United States or Australia are adopting the same format we have
in China. So, I think the industry is very mature and moving towards
the same formats, which also helps everything. It’s the entire value chain
because whoever has a different format finally shoots himself in the
foot because he has fewer sales channels in China (Interview n.4).*

Another aspect that stands out is the commitment to sustain-
ability. Chile has been promoting new standards in agricultural
development regarding renewable energy and water use. We ob-
served significant progress in adopting clean energy sources and
irrigation practices, which has allowed for a more efficient use
of water resources in agricultural production. However, more ef-
forts will be needed to solve the water scarcity in the short and
mid-term. Water scarcity is the biggest challenge for the whole
Chilean agricultural sector, considering the increasing droughts
provoked by climate change. Indeed, agriculture is the economic

4 Interviewee profile: General Manager of a leading cherry producer, commercializa-
tion, and consumption expert. Interview conducted in September 2024.
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activity that consumes the most water in Chile and concentrates
the largest of water use rights. Around 70 % of the freshwater avail-
able in the country is used for crop irrigation (Montt 2024:19).
Despite the need to improve water use efficiency, the market still
needs to align with this demand fully.

Chile is a country that has an attribute such as sustainability that is
very much its own. That is, and I will give two examples, the use of
energy in Chile is world-class. In other words, Chile is a world leader
in conventional and non-conventional renewable energy. That, on the
one hand. Secondly, water use: Chile has a much higher percentage of
irrigation than the countries with which it competes, which goes back
a long time. In fact, nowadays, the market does not ask for much sus-
tainability. That is to mean, the consumer does not say, T am going to
choose this product from this country because it is sustainable’ We have
not yet reached that point. The consumer is not yet asking for that and
is not yet paying for that either. Therefore, Chile has been advancing
in several aspects of sustainability. Fruit growing, of course, has been
advancing in that direction on its own. Because producers see it as a
desirable attribute (Interview n.1).

Concerning production growth, the hectares of plantations have
grown exponentially in the last twenty years. According to the exec-
utive director of the business association Frutas de Chile, the coun-
try registered 16,242 hectares planted with cherry trees in 2013.
In 2023, this number had increased to 63,494 hectares (EMOL
2024), representing a growth of more than 290 %. This expansion
of production also translates into new plantations throughout the
country. Although most cherry harvests are in the O’'Higgins and
Maule regions (approximately 80 %), crops have been opened in
the central-northern zone, where, thanks to the climate, the fruit
is harvested earlier and arrives first each year in the Asian market.
Also, the Bio Bio region is expected to increase its production in
the new year as its climate becomes more and more Mediterranean
(Figure 4).



IMPACTS OF CHILEAN EXPORTS TO CHINA OF THE CHERRY GLOBAL VALUE CHAIN

Figure 4. Cherry Trees Production by Region in Chile
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Reducing the arrival date to China is crucial to reach the highest
sale prices. Some producers in the north-central zone are achieving
prices of more than usD20. This has sparked growers’ interest in
identifying new locations to obtain an earlier harvest. Although
these shipments are smaller in volume than those in the south-
central zone, they are eligible for air transport and higher prices.
In any case, the three main markets maintain a price above 10 usD
during the crucial dates of the Chinese New Year.

119 .
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Figure 5. Average Weekly Prices of Chilean Cherries in Chinese
Wholesale Markets (2023-2024) (UsD)
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Source: Figure prepared by Fabidn Pino (2024) and adapted from the original graphic in
“Anuarios de Mercado 2024: Cerezas”; iQonsulting (2024).

Due to several interrelated factors, the price of cherries in China
can experience drastic fluctuations from week to week during the
Chinese New Year. First, demand for cherries increases significant-
ly at this time, as they are considered a symbol of good fortune and
happiness, and consumers buy them for celebrations and as gifts
during the holidays. The sharp increase in demand can cause prices
to skyrocket. In addition, the supply of fresh cherries is also im-
portant. The Chilean cherry harvest coincides with this season, but
weather conditions and variations in production can affect avail-
ability. Prices can remain relatively stable with a good crop and a
stable supply. However, prices can increase rapidly if problems
such as excessive rains, pests, or other factors reduce supply.

Finally, people’s buying and consumption patterns during the
Chinese New Year, which often include massive purchases and
stockpiling of fruit, can cause prices to spike at certain times, as
retailers and wholesalers adjust their prices in response to signifi-
cant demand and anticipated purchases.
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Significant progress has been made in the packaging process, and
technology has been transferred. Previously, the bags from the
United States were modified atmosphere bags, which involved
injecting nitrogen to reduce oxygen.

The issue of the bags, which also started there, between CopeFrut and
Garcés, in 1998, more or less. In the past, the bags were brought from
abroad, from the United States. Biofresh was the company. They used
atmosphere bags; we called them ‘modified atmosphere bags’ You had
to inject nitrogen to sweep out the oxygen and seal it. You had a modi-
fied atmosphere, where you were looking for 8 or 10 % oxygen and 4
or 6 % CO2, and that was done through a nitrogen sweep, which had a
special machine that injected the nitrogen to sweep out the oxygen and
achieved those concentrations (Interview n.3).’

Now, thanks to developments in Chile, optimal storage conditions
have been created without the need for nitrogen injection. In the
packing houses, advanced technology is used to ensure uniform
quality and size of the cherries, using robotic equipment and photo-
electric cells for sorting. Currently, a photoelectric cell sorts the
fruit according to color, flavor, and size. The entire process is ro-
botized. This high level of technification has been fundamental
for Chilean cherries to gain prestige in the international market.

Then there are all the other things, box-type materials, little boxes, or
pins, most of which are local producers who have the business. Now,
much innovation beyond what we have already achieved is rather lim-
ited because the bags are already very technological, let’s say, the bags,
what many people think is that we export almost raw material, and that
is not so real, that is, to export fresh fruit, you cannot export it fresher

5 Interview profile: Export technical manager and production expert at a cherry pro-
duction company. Interview conducted in September 2024.
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than what we already do, with the technologies we have today. That is,
today, we travel 30 days or 40 days, and the fruit is still fresh, and that
is allowed because of the technology that exists in the cold containers, in
the bags, which allows extending the post-harvest of the fruit, which
allows the gases to leave the bag. However, no new oxygen enters the
product, which is pure technology. One doesn’t seem to see it, but
the export of fruit and cherry has much technology behind it, specifically
on the subject of bags (Interview n.4).

The interviews report a rapid technologization of the sector, which
initially depended on imported technology. They highlight a sig-
nificant evolution in production, and technological innovations,
such as the transition from mechanical machinery to advanced
electronic systems for packaging, have accompanied this growth.
These innovations were brought to Chile thanks to the vision of
pioneering entrepreneurs such as Herndn Garcés, making the
company a benchmark in the industry.

I was part of that. The largest product in Chile is Herndn Garcés,
and the largest fruit exporter is Agricola Garcés, Garcés Fruit. I have
worked with them for 12 years, since 2001, when they made 135,000
boxes. Today, they make around 4 million boxes, which gives you an
idea of 5 kilos. And in 2006, before 2006, we had American machines,
which were mechanical, where they had a divergent caliber separator,
there were two divergent tubes, from larger to smaller, and the fruit
passed through there. When the divergent tube was opened, the fruit fell
because of size, which was very complicated; it had a lot of wrong
calibrations and many other things. In 2006, it was my turn to go to
Spain through Garcés, let’s say, and there they were just testing the first
Unitec in the world for cherries, and we participated in that develop-
ment. I told Herndn Garcés how good the machine was, and he, being
the visionary that Herndn Garcés is, brought the machine to Chile. He
was the first to bring the machine to Chile in this style. An electronic
system of quality that made all the color issues already in electronic
form, and there everything started. Herndn Garcés was a reference for
using this technology, and they all later began to import the machine.
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This was in 2006 when the big change was from mechanical to electronic
(Interview n. 3).

Although many packing houses are of foreign origin, the value
of Chilean intellectual property in agricultural techniques is also
highlighted, which generates a debate on the added value of tech-
nology in the local context and its origin. This virtuous circle of
innovation and marketing has been key to the sector’s growth.

I would say that (technology) is foreign at the packaging level. The big
packing companies, such as Italian, French, and New Zealand, are
foreign. However, also at the field level, intellectual property has been
created here, which has to do with production methods, such as agri-
cultural techniques. There is Chilean material. I think an old discussion
is important for what you are doing. Some people emphasize who owns
the technology and consider that it is of greater added value than the
country from which it comes (Interview n. 1).

Although Chile imports much technology, it has gradually become
a benchmark in generating standards for packing export fruits.

The New Zealanders, who are also an agro-exporting power, come to
Chile to see what we do regarding adaptability (...) I have also trav-
eled to Spain to different parts of the world, and this year, there was
a seminar in Italy, and one of the professors, who is a well-known Ital-
ian, said, ‘In the past, the Chileans came here to Europe to learn from us,
and today we are learning from the Chileans. (...) Today, we are a global
reference for our post-harvest technology, handling, and production to
reach distant destinations with a good product. This is so important
that, in several other products, for example, today in Europe. However,
today, they have 8 days of travel, from when it is packed until it reaches
the supermarket. Today, they look at which varieties in Chile work,
which are good, and which are travelers to have them in Europe be-
cause they know that they will have the best post-harvest life in the
showcase, in the Trade Life. They know that if a fruit works well in
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Chile, it will work very well for them too because they will have a better
post-harvest life (Interview n. 1).

Transport logistics have also been profoundly transformed to
match the needs of the Chinese market. Keeping the cherries
fresh after weeks of travel to Asia is crucial. In the 1990s, cher-
ries could only be transported by plane due to their high perish-
ability. However, a key innovation allowed the product to arrive by
ship without losing its freshness: the modified atmosphere bag that
absorbs oxygen and releases co,, allowing the cherry to last be-
tween four and six weeks. Our interviewees commented that
freight dropped from20 usD per box by air to only 2 usp per
box by ship.

Also, transportation lines have become more sophisticated
by creating a unique premium service called “Cherry Express” in
the high season. This service uses fast ships that allow direct trips
to be made in approximately 22 days, facilitating the rapid arrival
of fresh cherries to the Chinese market.

Collaboration in agricultural markets is crucial. The fragile nature
of exports and tight timeframes have driven the development of
important cooperative efforts:

Collaboration is key in the background. In the fruit business, there are
many actors who all contribute and are key at some point. It has been
quite dynamic, how it has moved, how the crop has grown here in Chile.
This has been accompanied by significant commercial potential. There
have been good collaborations from the public, private, and academia
and research; in the background, important efforts are being made in
several regions. As I say, it is a crop that arouses a lot of interest and
participation from different regional actors; we are seeing it, too; these
collaborations are taking place. People come from the central or south-
ern zone to understand how the fruit is produced here and share their
experience, which has been very positive (Interview n.2)
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In this regard, there are mechanisms for collaboration between
the public and private sectors. The Cherry Committee of the Ex-
porters Association (Asoex) and foreign affairs and agriculture
ministries are exploring new Asian markets. These dynamics em-
phasize the strategy of forming commercial alliances to expand
export opportunities.

Another work that the Cherry Committee and Asoex are also doing, as
today we depend on China, we are in principle 90 or 92 % of explor-
ing a new market. There is the whole issue of alliances. Recently, there
was a tour, during the August tour to India, where the Minister of For-
eign Affairs and the Minister of Agriculture went, where an agreement
was signed in which we are going to establish a business agreement,
precisely to strengthen this market, cherries and other products that
can enter (Interview n. 3).

The associative work focuses on establishing commercial alliances
and developing marketing strategies to promote the “Chile” brand
internationally. The collaboration between Chilean authorities
and business associations has improved the image of Chilean
cherries in China, creating its own brand and providing the local
producers with designs to be used, for example, in their packages

Figure 6. Cherries from Chile registered brand logo

Sources: www.fruitsfromchile.com ; https://www.cherriesfromchile.cn/

- 125 .


http://www.fruitsfromchile.com
https://www.cherriesfromchile.cn/

LATIN AMERICAN EXPORTS TO CHINA.

(Figure 6). Also, the state export promotion agency (ProChile)
brings Chilean producers to China to participate every year in
commercial fairs —-“Chile Week China’- in Beijing, Hangzhou,
Chengdu, and Guangzhou, for which it also hires local online
influencers (Montt et al. 2024:11; ProChile 2019).

Also, the actors conduct market research to understand con-
sumers better. This reflects a strategic approach to market segmen-
tation and tailored marketing campaigns aimed at boosting cherry
exports and capitalizing on rising production volumes.

In that sense, we have an exporters association, and within that asso-
ciation, there is a branch called the Cherry Committee, where alliances
are made at a commercial level, especially, where a marketing issue for
the Chile brand is being raised, where it accepted a consumer study
work. The Committee has even managed, for example, to character-
ize who buys in China, who is the one who makes the purchase decision
in China, for example, it was determined that it is a woman, let’s say,
between 28 and 32 years old, that she is the one who makes the purchase
decision to do that... (Interview n. 3).

While the Chilean cherry industry has positioned itself as the
leading exporter in Asia, it still faces significant challenges in
diversification, coordination with state actors, and maintaining
competitive prices.

Although Chile leads exports in four varieties, Chilean pro-
ducers are exploring new varieties to diversify the offer. However,
this process is long-term, as it requires time to validate that these
new varieties are well accepted by consumers and maintain good
quality after harvest.

So, today, especially the producers, we are especially concentrated on
four varieties representing around 80 % of the cherry volume, which are
Lapins, Santina, Regina, and Sweetheart. Today, 80, 75, and 70 % of the
fruit volume is concentrated in those four varieties, and we are already
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trying to introduce some new varieties, but that is... it is long-term, let’s
say. We have to validate the varieties, that the market likes them, and
that they have a good post-harvest life. So, there is a lot to deal with,
but today, we are mainly concentrated on four varietiew (Interview n.3).

While collaborations exist between public and private actors in the
cherryindustry, the state export promotion agency (ProChile) must
be modernized and adapted to a constantly changing commer-
cial environment.

Prochile is an institution that has been operating since 1980 with the
same objectives, doing the same things year after year. It has not adapted
to new times, technologies, or ways of doing business. If you look at the
competition, you look at the Australians, the New Zealanders, and the
Americans; they have a completely different approach. We continue us-
ing the same playbook that we have been using since 1980, with certain
small changes, but not substantive ones (Interview n.4).

The selling prices of cherries fluctuate depending on the volume
exported each season. In this sense, the industry risks facing a
highly variable market, such as the agricultural market, whose
price variability is well known.

However, sales prices fluctuate considerably between seasons due to
variations in exported volume. (...) Last yeat, you could get 4 USD (per
kilo) from a Lapins; the year before, it was closer to 3 USD. Production
was lower in years with higher prices, which raised the market value. So
normally, you can have an income of around 30,000 US D with a direct
cost of 15,000 US D, and you will eventually have around 15,000 USD
left in your pocket, but then you have to pay back the investment plus
the interest rate you made at the beginning (Interview n. 3).
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4. Conclusions and Policy Suggestions

Over the last two decades, China and Chile have deepened their re-
lations, leading to expanded bilateral trade that has played a key
role in sustaining Chile’s economic growth. Although copper and
some derivatives are the leading products exported from Chile to
China, cherries have been taking a fundamental position since
the end of tariffs on agricultural products in 2015. The booming
export of Chilean cherries is a relatively recent phenomenon that
has completely reshaped the cherry cvc with profound inter-
national and local impacts. The Andean country has exploited
its geographical and climate comparative advantages that permit
harvest timing to align perfectly with the Lunar New Year. The
combination of China’s strong demand and advancements in
Chile’s agribusiness, production, and logistics has positioned the
latter as the world’s leading cherry producer. Nevertheless, the cher-
ry gvc is highly disaggregated, and Chilean producers exploit
the less lucrative stages. Additionally, we observe three crucial
challenges that need to be addressed to ensure the sustainability
and upgradability of the cherry gvc: limited local labor, water
scarcity, and dependence on one single market.

The production stage of the cherry G vc has experienced sub-
stantial upgrades thanks to private investments in transport, har-
vesting techniques, and variety selection technology. The sustained
growth of the production capacity since 2015 and the competitive
price of the Chilean cherries prove it. However, the impacts on
labor and water resources bring new challenges.

Chile’s expanding cherry industry has driven job creation,
though most roles remain low-skilled, low-wage, and seasonal,
tied to the harvest. Nevertheless, it is becoming more challenging
every season for the producers to find enough workers to satisfy
the Chinese demand. Labor scarcity represents a limit for the ex-
pansion of cherry production in the mid and long term. Also, the
competition among local agribusiness companies to hire workers
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during the spring and summer seasons displaces traditional crops
such as apples and grapes.

With droughts becoming more frequent and intense, water
scarcity jeopardizes the sustainability of the cherry industry in
the short and mid-term. Companies must invest heavily in state-
of-the-art irrigation systems that maximize water-use efficiency
by importing technology from countries such as Spain or Israel.

Logistics presents the most significant upgrade among all
the stages of the cherry cvc due to reduced transport duration
and packaging innovations that guarantee the cold chain until the
product arrives at Chinese ports. The duration of the maritime
trip has been reduced since 2019 from 30 to 21 days thanks to
robust private investment in state-of-the-art ships. Also, Chile is
a benchmark in generating standards for fruit-packing exports.
The country’s long history of fruit exports has provided invalu-
able experience, enabling the development of robust systems to
ensure that high-quality produce reaches international markets.
Companies have invested heavily in advanced technologies and
practices for packing and transportation. Techniques such as
temperature-controlled storage, modified atmosphere packaging,
and biodegradable materials help preserve fruit quality, extend-
ing shelf life and ensuring freshness upon arrival at destinations.

Moreover, the Chilean fruit industry is characterized by contin-
uous improvement and adaptation. Stakeholders regularly update
packing standards based on international market trends and feed-
back, allowing Chile to respond effectively to changing consumer
demands and regulatory requirements. This adaptability ensures
that Chile maintains its competitive edge in various markets. These
advancements enhance the quality of the exports and bolster
the country’s reputation as a supplier of premium fruits.

In contrast to the upgrades in production and logistics, we
observed a slight improvement in the processing and marketing
stages. Processing is largely reliant on imported technologies, such
as packinghouse machinery, primarily sourced from Europe and
New Zealand. Also, the processing is limited to fruit selection
and includes no product transformation. Local industries could be
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developed to produce cherry-derived products with high added
value, such as essential oils, juices and concentrates, jams, jellies,
snacks, and frozen and dried cherries.

From the Chilean point of view, marketing and final consump-
tion are arguably the weakest stages of the cherry g vc. These stag-
es rely intensely on Chinese service providers. Associative work
between producers and Chilean authorities has contributed to ex-
panding the “Cherries from Chile” brand in China and celebrating
yearly trade fairs. However, these actions do not allow for the ef-
fective participation of Chilean agribusiness in the marketing and
consumption stage. In other words, the value added to the prod-
uct by the Chilean producers stops when the cherries arrive at the
Chinese ports.

On top of that, there are concerns about the concentration of
the exports in one destination: around 91 % of Chilean exported
cherries are destined for the Chinese market. The public-private
associative work is exploring new markets in East and South Asia,
but more ambitious work needs to be done to penetrate them.

The study stresses the need to diversify markets and products
to lessen overreliance on the Chinese market, improve water use to
adapt to climate change effects, and address technological and
infrastructural challenges. Although cherry represents an export
of primary goods, it includes a Gvc with upgrading potential.
Investing in the processing and marketing stages is essential to
maximize the profitability and sustainability of cherry production
and commercialization, benefiting all actors involved.

Chilean authorities need to focus on three goals to address the
challenges of the cherry cvc and obtain economic upgrades:
diversifying the export destinations, improving the water use effi-
ciency, and optimizing the labor force. To achieve this, we suggest
these public policies:
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o Market development: Encourage research and diversifica-
tion in international markets, such as the United States,
European Union, and other East Asian economies that
demand cherries, especially ASEAN emerging economies
such as Vietnam and Indonesia. Indeed, these are coun-
tries that also celebrate the Lunar New Year. Seeking new
alliances and trade agreements is vital for facilitating ac-
cess to new markets and reducing tariff barriers for Chil-
ean cherries. Official trade missions and participation in
international fairs should be encouraged. Although China
will continue to be the primary destination market for our
cherries, it is necessary to continue to diversify our exports
to other markets of interest within and outside Asia because
of the risk of depending on a single market that is highly
noted in the literature.

« Analysis of consumption trends: The business association
should invest in conducting regular studies on consump-
tion trends in target markets, such as ASEAN countries
and in China’s wealthiest provinces and cities, to anticipate
changes in demand and adapt to consumer preferences, es-
pecially within the educated urban middle-class and young
generation.

 Expectation management: It is vital to raise awareness among
exporters that the value currently being paid has character-
istics that make them assume it is accurate, temporary, and
non-replaceable. In a perfect market economy, abnormal
returns are corrected over time when more actors enter pro-
duction. In the case of cherries, a “bubble” will burst sooner
or later, strongly affecting the business and its profitability.

« Import seasonal labor: The government should study the
possibility of creating a special visa scheme for seasonal for-
eign workers, allowing them to access the country yearly to
participate in the harvest. An agreement with the Peruvian
government should be a priority. Also, the business associa-
tions and local producers should participate in this project,
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assuming the costs of transportation and housing, at least
partially.

 Investment in infrastructure and equipment: Improve lo-
gistics and local transport infrastructure, including the
cold chain, to ensure that cherries reach markets in optimal
conditions. Investments in roads, ports, packaging, and re-
frigeration during transport are needed. Packinghouses are
needed in the Bio Bio region, which has the most significant
potential to increase cherry production.

 Access to finance to upgrade: Facilitate access to finance for
small and medium-sized producers who wish to expand
their export capacity, including subsidies, soft loans, or sup-
port programs. Public policy should encourage investing in
generating capacities to produce high-added-value products
derived from cherries and importing state-of-the-art irriga-
tion systems to improve water use efficiency.

« Research and development: Encourage university research
into cultivation techniques, water use, and cherry varieties
that improve resistance to pests, diseases, and changing cli-
matic conditions. Collaboration between universities, busi-
ness associations, and central and regional governments
should focus on registering patents and creating farmer
training programs.

« Sustainability: Implement sustainable practices that pro-
mote responsible agriculture and minimize environmental
impact. Water use must be improved, as climate change is
expected to affect Chile with regular droughts. These prac-
tices can also increase competitiveness in markets that value
sustainably sourced products.
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Brazil-China Oil Relationship.
Impacts From a Local Perspective

Pedro Henrique Batista Barbosa'

Introduction

Recently the petroleum sector has been one of the most dynamic
and thriving in Brazil-China economic relations. From almost
nonexistent ties a few decades ago, Brazil is nowadays the seventh
supplier of crude to China, which as of 2024 the main destina-
tion of Brazilian oil exports. PRC’s oil companies are also heavy
investors in Brazil, especially in the highly productive upstream
pre-salt projects.

The fast growth of petroleum commerce and investment num-
bers has raised concerns about possible regional effects in Brazil,
particularly in the state of Rio de Janeiro, which is the main oil
exporter to China and is where Chinese oil firms invested and es-
tablished local branches. Much has been speculated about impacts
on employment, suppliers, work conditions, technology trans-
fers, new socioeconomic conditions, environment, potential ten-
sions and others, but little has been written about these topics,
aside from sparse media coverage. There is a growing literature on

1  The opinions expressed by the author in this article do not necessarily reflect those
from the Brazilian Ministry of Foreign Affairs.
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Brazil-China petroleum ties, but not from a regional perspective
and not focusing on localized effects.

This paper aims to bridge this gap. Making use of multiple
sources, it tries to shed some light on some of these above-men-
tioned topics. In the first section, it is presented the past and the
current state of bilateral political relations. Brazil and China cel-
ebrated the 50-year anniversary of diplomatic ties in 2024 in a
moment of expanding cooperation initiatives and increasing high-
level contacts.

In the second section, the focus is on economic relations, pre-
cisely trade, investments and infrastructure projects. It is shown
that bilateral commerce has reached a historical record in 2024,
with Brazilian exports to China showing strong vitality. Addition-
ally, the pPrRc has become an important investor in Brazil, espe-
cially in the energy sector. Some sources put Brazil in the fourth
destination of Chinese investments in the world.

The third section discusses the case of oil in Sino-Brazilian
relations. It argues that complementary conditions —one being
the fifth-largest exporter and the other the largest importer (as of
2023)- have been a key factor in the rapid growth of oil exports
to China in recent years. Moreover, it claims that the discovery
of new untapped petroleum resources in Brazil has attracted the
four major Chinese oil corporations to Rio de Janeiro. The cases
of each firm, namely Sinopec, Sinochem, cNpPc and cNooOC, are
debated separately.

The fourth part of this paper is dedicated to analyzing the pos-
sible regional impacts of Brazilian oil exports to China and of
Chinese investments in Brazil’s oil sector, especially in the state
of Rio de Janeiro. Drawing from multiple sources, it presents
the revealed effects, their extent, where they occurred, and how
China’s experience in Brazil may differ from others.

The paper ends with a conclusion that tries to wrap up the main
points discussed over the text and offers some policy suggestions.
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1. Brazil-China Political Relations

Brazil and China celebrated the jubilee of their diplomatic rela-
tionship on August 15™, 2024. The date did not go unnoticed. The
governments of both countries organized events to commemo-
rate the fiftieth anniversary, while their presidents exchanged let-
ters to mark this historic occasion.

In this past half century, bilateral relations have undergone
different phases, but somehow have continuously evolved until
the present day. Brazil and China have developed from distant,
sparse and erratic past interactions to an increasingly dense and
diverse current agenda. While relatively less significant in 1974,
binational ties today are founded on deep economic complemen-
tarity (China is Brazil’s main commercial partner, and Brasilia is
Beijing’s top provider of agricultural goods) and growing diplo-
matic interaction bilaterally and multilaterally. High-level visits
and meetings are frequent and recurrent. In international fora,
there are several venues where common interests emerge and
mutual support happens under a South-South solidarity spirit.

Fifty years ago, Brazil and China established a relationship that,
for many, was somewhat unlikely, since the political systems of
both countries were diametrically different. However, the circum-
stances of that moment made the improbable, probable. China
was seeking to break out of the global isolation experienced in
previous decades and gain international recognition. Brazil was
implementing the then called diplomatic policy of “Responsible
and Ecumenical Pragmatism” and was more open to maintaining
relations with ideologically distant nations. Economic reasons also
played a role. On the one hand, the first Oil Crisis prompted Brazil
to look for new oil suppliers. Heavily dependent on imports to
satisfy domestic needs, Brasilia was interested in buying Beijing’s
then petroleum production’s surplus. On the other hand, China
wanted to diversify its economic partnerships, find new sources
of foreign currency-which were scarce at the time-and desired to
purchase Brazilian iron ore (Barbosa 2024).
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The years that followed the establishment of diplomatic ties
were lackluster, both politically and economically. Things began to
change in the 1980s with Brazil’s re-democratization and China’s
policy of “reform and opening up”. The first exchange of high-
level visits happened at that time: president Figueiredo went to
Beijing in 1984 and prime-minister Zhao Ziyang was in Brasilia,
in 1985. Both governments started to cooperate under the banner
of fostering development and South-South collaboration. The first
experiment in bilateral rapprochement was in science and tech-
nology —the CBERS joint satellite program was launched in 1986.

The fruits of the rapprochement that began in the 1980s be-
gan to appear in the following decade. In 1993, Brazil and China
established a Strategic Partnership, the first experiment among
developing nations. The rationale behind the verdict was their
growing similarities: both are large countries with sizable popula-
tions seeking a more active role in the international system. Both
states were equally interested in learning from each other’s devel-
opment strategies across various sectors, including infrastructure,
agriculture, telecommunications, and energy (Biato 2010). The
PRC, for instance, wanted to study Brazil’s expertise in the con-
struction of huge hydro dams. Itaipu hydroelectric barrage was
a reference for China’s Three Gorges project (Barbosa 2020:41).

The election of President Lula in late 2002 inaugurated a new
phase in the bilateral political relationship. Ideologically aligned,
Sino-Brazilian diplomatic relations were thrilled with increasing
bilateral interactions and growing common interests in the in-
ternational arena. In his inaugural speech on January 1%, 2003,
President Lula announced his desire to promote dialogue and
cooperation with the global south and, more specifically, with “big
developing nations.” China was singularized, alongside with Rus-
sia, India and South Africa. Among the objectives was to expand
the voice of developing states in the international arena and to
reform existing multilateral organizations, such as the UN, IMF
and World Bank, in their favor (Biato 2010:145). The creation of
the BR1Cs and the G20 in the following years happened under



BRAZIL-CHINA OIL RELATIONSHIP. IMPACTS FROM A LOCAL PERSPECTIVE

the background of close alignment of interests between Brazil
and China.

During Lula’s first and second terms, two pillars of the bilateral
diplomatic relationship, which remain relevant today, began to
emerge: frequency of political meetings and institutionalization
of governmental interactions. For instance, Lula went to Beijing,
in May 2004, a visit that was reciprocated by Hu Jintao in Novem-
ber of that year. Afterwards, the Brazilian president went to PrRC
twice, in August 2008 and in May 2009. Hu Jintao visited Brazil
again in April 2010.

Institutionally speaking, one of the results of Lula’s 2004 visit
was the creation of the Sino-Brazilian High-Level Commission for
Consultation and Cooperation (COSBAN, as it is overtly known).
To this day, the binational mechanism has played a leading role
in fostering bilateral cooperation through its 11 subcommittees
-including one for energy cooperation—- and 16 working groups,
all under the guidance of both countries’ vice presidents.

Diplomatic relations kept a high-profile during Dilma Rous-
seff’s presidency. She went to China in April 2011 and received vis-
its from President Xi Jinping in July 2014 and from Prime-Minister
Li Kegiang in May 2015. The chiefs of state and government of
both countries also met on several occasions on the sidelines
of multilateral events, such as during the Rio+20 Summit in Rio
de Janeiro, in June 2012. This meeting was a landmark: diplomatic
relations were elevated to Global Strategic Partnership, the Global
Strategic Dialogue between the Ministries of Foreign Affairs was
launched, and the Brazil-China Ten-year Cooperation Plan (2012-
2021) was signed.

Less bilateral diplomatic intensity was seen in the following
years, in part caused by the political turbulent years experienced in
Brazil and by the COVID pandemic. The fact that President Michel
Temer stayed less time in power has influenced bilateral interac-
tions. There was only one bilateral high-level visit during his term:
his state visit to Beijing in September 2017. During President Jair
Bolsonaro’s administration, despite the lack of ideological affinity,
bilateral ties initiated under predictable terms, with the visit of
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Vice-President Hamilton Mourao in May 2019 and an exchange
of presidential visits in October (Bolsonaro) and November (Xi
Jinping) of that year. The advent of the COVID pandemic changed
the perspective of political exchanges not only between Brazil and
China, but also among all countries, and the few high-level con-
tacts afterwards were restricted to virtual gatherings, such as the
sixth plenary session of cosBAN in May 2022. In this meeting,
the Sino-Brazilian Executive Plan (2022-26) and the Strategic Plan
(2022-2031) were launched.

Lula initiated his third presidential term in early 2023 with
China high on its agenda. The Asian country was one of his first
international destinations, with which the official objective was to
“relaunch” bilateral relations (Gv.Br 2023). Top leadership inter-
actions gained a new impulse. After the mission led by President
Lula in April 2023, in the period of a bit more than one year, three
more Brazilian leaders paid a visit to the prc: the President of
the Chamber of Deputies Arthur Lira (October 2023), the Vice-
President Geraldo Alckmin (June 2024), and the president of the
Supreme Federal Court Luis Barroso (July 2024). President Xi
Jinping went to Brazil in November 2024 to participate in the G20
Leaders’ Summit and made a state visit to celebrate the jubilee
of Sino-Brazilian diplomatic relations, which were rebranded as
“Brazil-China Community with a Shared Future for a More Just
World and a More Sustainable Planet”.

2. Brazil-China Economic Relations

Brazil-China commerce has shown extraordinary growth over the
last decades. According to Brazilian numbers, between 1974 and
2024, bilateral trade grew an extraordinary seven thousand times.
In 1974, only 0.24 % of Brazilian exports went to China, and only
0.02% of the Latin American country’s imports came from the
Eastern country. The PRC was Brazil’s 50™ largest trade partner
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and 75" source of imported goods (Prazeres 2024). In 2024, the
People’s Republic absorbed 28 % of Brazilian foreign sales and
was the origin of 24 % of its purchases from abroad. As of 2024,
China is Brazil’s main trading partner and provider of products
(since 2009), and Brazil, in turn, is the PrC’s tenth partner (Hong
Kong excluded, Taiwan included) —ahead of France, India and the
United Kingdom, for example.

Table 1. Brazil-China trade (2000-2024, us $ million)

Exports Imports Balance Total trade

2024 94,411.1 63,579.7 30,831.4 157,990.8
2023 104,324.8 53,175.8 51,149.1 157,500.6
2022 89,427.8 60,744.0 28,683.8 150,171.7
2021 87,907.9 47,650.9 40,256.9 135,558.8
2020 67,788.1 34,778.4 33,009.6 102,566.5
2019 63,357.5 36,028.3 27,329.2 99,385.8
2018 63,929.6 35,157.2 28,772.3 99,086.8
2017 47,488.4 27,554.0 19,934.5 75,042.4
2016 35,133.3 23,349.9 11,783.4 58,483.2
2015 35,155.4 30,714.1 4,441.3 65,869.4
2014 40,611.9 37,349.5 3,262.4 77,961.4
2013 46,023.2 37,325.5 8,697.7 83,348.7
2012 41,225.8 34,244.7 6,981.1 75,470.6
2011 44,304.6 32,786.2 11,518.4 77,090.8
2010 30,747.6 25,591.5 5,156.1 56,339.0
2009 20,994.9 15,904.6 5,090.4 36,899.5
2008 16,520.0 20,035.4 -3,515.5 36,555.4
2007 10,776.7 12,596.3 -1,819.6 23,373.1

2006 8,398.2 7,975.4 422.8 16,373.6
2005 6,826.9 5,337.3 1,489.6 12,164.1

2004 5,438.6 3,703.5 1,735.2 9,142.1

2003 4,531.2 2,143.1 2,388.1 6,674.3

2002 2,516.6 1,549.0 967.6 4,065.6

2001 1,901.3 1,320.1 581.1 3,221.4

2000 1,084.9 1,219.2 -134.3 2,304.1

Source: Own elaboration based on MmDp1C (2025).
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Trade expansion was uneven in the first two and more de-
cades after the establishment of diplomatic ties. However, since
the beginning of this century, it has experienced unprecedented
evolution. Brazilian exports towards China have substantially aug-
mented since then. They expanded from uss$ 1 billion to the his-
torical record of us $ 104 billion between 2000 and 2023 (Table 1).
In 2023, for the first time, Brazil has exported more than us$ 100
billion to a trade partner.

As seen in table 1, there were some negative fluctuations in
2012, 2014, 2016 and 2019. The first two years are included, by
most scholars, in the period that marked the end of what became
known as the “commodities super cycle”, of which Brazil was
one of the main beneficiaries. Brazilian exports to China are highly
concentrated in three products —soybeans, crude oil and iron or-,
whose percentage of the total has hovered around 70 % over the
last years. In 2024, soybeans lead the exports and represented
33 % of the total.

It is worth mentioning that Brazil is China’s main trading part-
ner in an extremely important sector, agriculture, since it is China’s
main supplier of agrarian products. Of all the food the PrC im-
ports, nearly a quarter comes from Brazil, a figure that significantly
exceeds that of the country in second place, the United States,
which accounts for nearly 14 % of China’s agricultural imports (as
0f2023). Besides soybeans, Brazil delivers great quantities of corn,
meat, sugar, and other commodities.

Imports followed the same upward trend, although numbers
have oscillated more over time, as shown in table 1. They expanded
from uss 1.2 billion in 2000 to us$ 63.5 billion in 2024. From
2007 on, the growth trend started to accelerate and reached a his-
torical record in 2024. The import basket is more diverse and in-
cludes much more items, such as electronic equipment and
parts, telephones, machines etc. None of them has more than 10 %
of the total imports. China, indeed, is Brazil’s largest source of
capital goods.

The remarkable growth of bilateral commerce has boosted to-
tal trade numbers. In 2024, they reached the historical record
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of uss$ 158 billion and consolidated China’s position as Brazil's
main trade partner and concurrently top destination of exports
and first provider of imported goods. The exponential expansion
of Brazilian exports, often outpacing the growth of imports, has
led the South American nation to accumulate trade surpluses over
the years (with the recent exceptions of 2000, 2007 and 2008). The
difference between what is sold and what is bought from China
reached the historical height of us$ 51 billion in 2023. Brazil is one

Table 2. Brazil’s global trade and Brazil-China trade relations
(2000-2024, us $ million)

BRAZIL-WORLD TRADE % CHINA

2000 54,993 56,976 -1,983 111,970 2.0% 2.1% 6.8% 2.1%
2001 58,032 56,569 1,463 114,601 3.3% 2.3% 39.7% 2.8%
2002 60,147 48,275 11,872 108,422 42% 32% 8.1% 3.7%
2003 72,777 49,307 23,470 122,084 6.2% 4.3% 10.2% 5.5%
2004 95,122 63,814 31,308 158,935 5.7% 5.8% 5.5% 5.8%
2005 118,598 | 74,692 43,906 193,290 5.8% 7.1% 3.4% 6.3%
2006 137,581 | 92,531 45,050 230,112 6.1% 8.6% 0.9% 7.1%
2007 159,816 | 122,042 37,774 281,858 6.7% 10.3% -4.8% 8.3%
2008 195,765 | 174,707 21,058 370,472 8.4% 11.5% -16.7% 9.9%
2009 151,792 | 129,398 22,394 281,189 | 13.8% 12.3% 22.7% 13.1%
2010 200,434 | 183,337 17,097 383,771 15.3% 14.0% 30.2% 14.7%
2011 253,666 | 227,970 25,697 481,636 | 17.5% 14.4% 44.8% 16.0%
2012 239,953 | 225,166 14,786 465,119 | 17.2% 15.2% 47.2% 16.2%
2013 232,544 | 241,501 -8,957 474,045 | 19.8% 15.5% -97.1% 17.6%
2014 220,923 | 230,823 -9,900 451,746 | 18.4% 16.2% -33.0% 17.3%
2015 186,782 | 173,104 13,678 359,887 | 18.8% 17.7% 32.5% 18.3%
2016 179,526 | 139,321 40,205 318,847 | 19.6% 16.8% 29.3% 18.3%
2017 214,988 | 158,951 56,037 373,940 | 22.1% 17.3% 35.6% 20.1%
2018 231,890 | 185,322 46,568 417,212 | 27.6% 19.0% 61.8% 23.7%
2019 221,127 | 185,928 35,199 407,055 | 28.7% 19.4% 77.6% 24.4%
2020 209,180 | 158,787 50,393 367,967 | 32.4% 21.9% 65.5% 27.9%
2021 280,815 | 219,408 61,407 500,223 | 31.3% 21.7% 65.6 % 27.1%
2022 334,136 | 272,611 61,525 606,747 | 26.8% 22.3% 46.6 % 24.8%
2023 339,696 | 240,793 98,903 580,489 | 30.7% 22.1% 51.7% 27.1%
2024 337,036 | 262,484 74,552 599,520 | 28.0% 24.2% 41.3% 26.3%

Source: Own elaboration based on MmDp1C (2025).
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of the few states that have a trade surplus with prc; its amount in
2023 was the third largest.

From a broader Brazilian perspective, the importance of trade
ties with China is emphasized. The growth of Brazil’s global com-
merce of the last few years was accompanied by the expansion
of Sino-Brazilian trade numbers. In other words, the more Bra-
zil exported to the world, the more it sold to China; the more it
bought from outside, the more it bought from the prc. Therefore,
the participation of China in Brazil’s external trade has increased
over time, occupying spaces once held by other countries. As ta-
ble 2 indicates, in 2000 only 2 % of Brazil’s total trade was done
with China. In 2024, the participation raised to 26 %. The People’s
Republic is now the destination of 28 % of Brazil’s exports and
the origin of nearly 24 % of its imports. More remarkably is the
stake of China in Brazil’s global surplus, which reached 41 % in
2024. In previous years, the percentage was even higher, such as
78 % in 2019.

Figure 1. Percentage of Brazilian exports to China by region and by state (2024, US$)

Rio de Janeiro
1%

Southeast
44%

Central-West

Sao Paulo 14%
16%

Source: Own elaboration based on MmD1C (2025).

From a regional angle, Brazil-China trade ties are unequally dis-
tributed over the Brazilian territory. As of 2024, the Southeast
region concentrated almost half (44 %) of the total bilateral trade
(figure 1), a share twice larger than the second place, which is
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occupied by the Southern states (22%). From a provincial per-
spective, the state of Sao Paulo (sp, 16 %) ranks first in terms of
commercial ties with the prc, followed by Rio de Janeiro (rJ,
11 %) and Minas Gerais (MG, 12 %). Sao Paulo’s top position is due
to the fact that it was the largest importer of Chinese goods in Bra-
zil, with imports exceeding exports, resulting in the second-largest
deficit among the country’s states. Although Rio de Janeiro was
the third biggest provincial trade partner (behind sp and MG), it
was the main exporter to China and one of the subnational entities
that imported the least from the Asian country, thus experienc-
ing the greatest surplus with the Asian country.

Over the last few years, Rio de Janeiro experienced a remark-
able growth of its commerce with the PRc. Among the currently
seven largest Chinese trade subnational partners in Brazil, Rio
is the state whose exports expanded the most between 2000 and
2024, nearly 336 times, from Us$ 49 million to uss$ 16 billion.
Rio surpassed Minas Gerais —a major exporter of iron ore and
concentrates— in 2018 to become the leading exporter to China.
However, it lost this position between 2020 and 2022, only to re-
claim it in 2023. Conversely, it is the Brazilian state whose imports
from China grew the least during the same period. Therefore, Rio
enjoys the largest trade surplus with China among all states. Its
numbers in 2024 were almost half of Brazil’s total trade surplus
with the Asian country (MD1C 2025).

Over the last decades, China has increasingly become a major
source of investments, not only a chief receiver of foreign direct
investments (FD1I). According to UNCTAD statistics, the PRC was
the second recipient of inflows and the third source of outflows in
2023 —not considering Hong Kong, which was in the fourth and
fifth positions respectively (UNCTAD 2024).

One major destination for Chinese 0FD1 has been South Amer-
ica, where Brazil has been playing an important role. Different
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sources show distinct numbers for Chinese investments in Brazil.
However, as a whole, they all highlight Brazil’s position as one of
the main destinations of Chinese capital flows.

According to the American Enterprise Institute (AET), between
2005 and 2023, Brazil received no less than uss$ 71 billion in in-
vestments, ranking fourth after the United States, Australia and
Britain. This amount represents almost half of all Chinese FDI in
South America. In 2021, for instance, Brazil was the top recipient
of Chinese 0FDI in the world, for the first time (AET 2024).

Data collected by the Brazil-China Business Council (generally
known as cEBcC) shows a similar picture. Until the end of 2023,
Chinese O0rDI in Brazil reached uss$ 73,3 billion, of which 75%
was concentrated in the energy sector (CEBC 2024)

Brazilian official numbers provided by the Central Bank are
lower. China is considered to be the fifth largest source of foreign
investment in Brazil, with a total stock of uss$ 36,7 billion as of
2022 (BACEN 2024).

Red ALc-China provides a database of Chinese FDI in Latin
America where the role of Brazil as the main recipient of Chinese
OFDI is also emphasized. Of the total of uss$ 193 billion directed
to the region over time, approximately Us$ 65,5 billion went to
the Federal Republic. Fortunately, the data is disaggregated by
sector and state level. Almost half of the total was spent in ener-
gy related projects —us$ 30 billion, mostly M & A —and Rio de Janei-
ro received Us $ 4,9 billion of this amount (Dussel Peters 2024/b).

Red A Lc-China equally compiles information about the num-
ber of workers involved in Chinese investments in the region. Be-
tween 2000 and 2023, Chinese projects were responsible for more
than 663 thousand jobs. Of this total, nearly one-quarter were in
Brazil (161 thousand) (Dussel Peters 2024/b).

Not only Chinese investors went to Brazil over the last decades,
service providers also disembarked in the Latin American country
so as to participate in infrastructure related construction projects.
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The American Enterprise Institute and Red ALc-China compile
data about these contracts.

According to the AE1, Chinese firms were involved in overseas
construction projects that amounted to at least us$ 945 billion
between 2005 and 2023. Differently to Chinese 0 F D1, Brazil’s share
in Chinese infrastructure services in the world is much lower,
less than 1% of the total (uss$ 9 billion). Thus, Brazil ranks 32
among the main destinations of Chinese service contractors
(AETI 2024).2

Red Arc-China estimates that Chinese firms have taken on
Uss 113 billion in projects across Latin America between 2005
and 2023. Similarly, a smaller portion of these contracts, approxi-
mately us$ 16.6 billion, occurred in Brazil. Argentina is the Latin-
American country that had more Chinese infrastructure projects,
with uss$ 29 billion. Interestingly, Chinese construction projects
in Brazil created more jobs compared to other regional neighbors.
Red AL c-China calculates that, during the 2005-2023 period, 774
thousand people were locally employed by Chinese corporations
(268 projects), of which 187 thousand in Brazil (35 projects) and
96 thousand in Argentina (27 projects) (Dussel Peters 2024/a).

3. The case of oil in Sino-Brazilian relations

Brazil-China oil relations date back to the 1970s, when both
countries established diplomatic relationship. At that time, China
exported petroleum to Brazil. However, only in the 2000s, es-
pecially since the discovery of pre-salt oil provinces, bilateral
relations have increasingly deepened and in a different direction:
Brazil started to sell crude to China. More recently, oil ties be-
gan to diversify in four pillars: trade, investments, infrastructure

2 In the Monitor of Chinese Infrastructure in Latin America and the Caribbean 2024,
Dussel Peters argues that cG1T records Chinese infrastructure projects in LA C with-
out a clear definition, including announced projects and others that were never car-
ried out. Therefore, the projects registered by the database for Latin America are lower
than the Monitor (Dussel Peters 2024/b:2).
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services, and finance (Barbosa 2024). In this paper, we focus on
the first three.

The discovery of the pre-salt oil in mid 2000s was a watershed not
only in the history of the global petroleum industry, but also in the
evolution of Brazil’s oil sector and —as seen after— of Brazil-China
relations. Brazil’s new reservoirs were not only huge in size, but
also better in quality.® After that, crude oil has progressively oc-
cupied a larger share of Brazil’s export basket, both globally and
to China, with Brazilian petroleum becoming increasingly impor-
tant in China’s energy security plans. This situation undermarks a
growing complementarity between both countries’ oil sectors. On
the one hand, Brazil has been gradually becoming a major pro-
ducer and exporter of the commodity over the last years. On the
other hand, China is still highly dependent on imports to satisfy
its internal demand.

Between 2000 and 2023, the South American nation’s domestic
production almost tripled, expanding from 1,2 million barrels a
day (mbd) to 3.4 mbd. Pre-salt oil was responsible for the majority
of the recent growth, since extraction from onshore and pos-salt
fields has been consistently shrinking over this time. For instance,
onshore production decreased from 0,2 mbd in 2000 to 0,08 mbd
in 2023. Pos-salt production experienced the same reduction path
—from 1 mbd to 0,72 mbd in the period-, yet it first increased until
2010 to then start to retreat. On the contrary, pre-salt produc-
tion, which formally started in 2008, grew to 2,6 mbd in 2023 and
represented 76 % of the total (the same percentage of the pos-salt

3 Brazil is a historical producer of heavy oil (<22 AP1), which comes from post-salt ba-
sins. Pre-salt provinces presented a new reality, since its oil is lighter. Most of pre-salt
petroleum has an AP1 density superior of 28 AP1 (medium), with some part having
a gravity above 31 API, being then considered light (>31 Ap1). This oil also has a low
content of polluting substances, such as sulfur and nitrogen, a feature that enhances
its market value (1B P, n.d.). In the case of China, Brazil’s pre-salt oil fitted well in the
needs of mid-size private independent refiners known as “tea pots,” which are better
suited to refine low sulfur oils (Barbosa 2020:7).
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in 2013) (ANP, 2024). As of 2023, Brazil’s share of world output
(3.6 %) was more than twice the participation in the beginning of
the century (1.7 % in 2000) (Energylnstitute 2024).

Opver this period, Brazilian production outpaced consumption
and the external markets were the natural destination of exceed-
ing petroleum. By 2023, the country was exporting almost half of
its national output (48 %) and ranked ninth in the largest global
exporters, with 3.3% of the global exports (it had around 0.5%
two decades ago) (1Tc 2024).

In an opposite situation, PRC’s domestic production over the last
decades was far outpaced by consumption, propelling the country
to rely on imports to satisfy internal needs. For instance, in 2000,
approximately one third of the national demand was dependent
on imports; in 2023, nearly 70 % of the crude consumed came
from abroad. This situation was due to a dual phenomenon: slow
growth of internal production (from 3.3 mbd to 4.2 mbd, with
negative oscillation in some years) and fast expansion of con-
sumption (from 4.6 mbd to 16.6 mbd) (Energylnstitute, 2024).
As a consequence, imports boomed, ranging from 1,4 mbd to 11,3
mbd. In 2015, China became the world’s number one importer of
crude oil, overcoming the United States. As of 2023, its imports
account for more than one-fifth of the world’s total (1Tc 2024).

Considering China’s mounting appetite for petroleum in the
last decades, the Asian country was a natural and growing destina-
tion for Brazil's mounting crude oil exports, as table 3 indicates.
China was not a relevant buyer of Brazilian oil until 2009, when
it imported nearly 14 % of Brazil’s global oil exports. The picture
has changed since then and China’s percentage in Brazil’s exports
raised substantially. Between 2018 and 2020, for example, more
than half of the total shipments went to the prc. In the follow-
ing two years, numbers went down, but regained strength in 2023,
when the People’s Republic consumed 46 % of Brazilian exports.
Until 2023, the share of Brazilian oil in China’s total petroleum
imports has risen significantly, especially since 2015. From 4 %
in that year, it increased to 7 % in 2023.
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Table 3. Sino-Brazilian crude oil trade (2000-2023, mbd)

Brazilian Brazilian % of China % of Brazil
exports to the exports to in Brazilian in Chinese
world China exports imports
2000 0.02 0.00 - 0%
2001 0.11 0.00 4% 0%
2002 0.23 0.00 0% 0%
2003 0.24 0.00 1% 0%
2004 0.23 0.02 8% 1%
2005 0.27 0.04 13% 1%
2006 0.37 0.04 12% 2%
2007 0.42 0.04 10% 1%
2008 0.43 0.05 13% 2%
2009 0.53 0.07 14 % 2%
2010 0.63 0.16 25% 3%
2011 0.60 0.14 23% 3%
2012 0.55 0.12 23% 2%
2013 0.38 0.11 30% 2%
2014 0.52 0.10 21% 2%
2015 0.74 0.25 34% 4%
2016 0.80 0.30 37% 5%
2017 0.99 0.42 42 % 6%
2018 1.12 0.62 56 % 7%
2019 1.17 0.74 63 % 8%
2020 1.37 0.80 58% 8%
2021 1.36 0.64 47 % 6%
2022 1.38 0.54 39% 5%
2023 1.63 0.75 46 % 7%

Source: Own elaboration based on MmD1C (2025) and 1TC (2024).

From a regional perspective, it is not all Brazilian and Chinese
provinces that are involved in bilateral trade. From a Chinese sub-
national perspective, as of 2023, bilateral oil trade (basically
imports from Brazil) was concentrated in seven provinces and mu-
nicipalities under the administration of the central government:
Beijing, Zhejiang, Shandong, Hubei, Liaoning, Guangxi, and
Guangdong. Beijing is Brazil's crude oil main entrance port, 85%
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of PrRC’s imports go there. It is followed by Shandong in a distant
second place (9%) (Gac 2024).

Only three Brazilian states export crude to China, namely Rio
de Janeiro (r7), Sao Paulo (sp) and Espirito Santo (Es). Rio is his-
torically the major seller to China. In the recent past, the state was
responsible for all Brazilian crude exports to China. Nowadays,
its participation is 89 %, followed by Sao Paulo with 11 %. Espirito
Santo was not always an oil export port to China and its share has
always been minimal. Rio’s trade with China is highly concen-
trated in oil, 88 % of its exports to the PrRc is crude. Sao Paulo
has a different mix, only 17 % of its exports is crude (second most
trade), its main exported product is soybean (34 %) (MD1C 2025).

The predominance of Rio and Sao Paulo is not only because
they have important port infrastructure, but also due to their
participation in national crude production. Two of the country’s
most important oil basins are located there -Campos and Santos-,
especially in Rio. Pre-salt provinces are also situated there. Rio
accounted for 86 % of national output in 2023, whereas Sao Pau-
lo provided 7 % and Espirito Santo 5% (ANP 2024).

The discovery of a vast untapped oil province and the fast expan-
sion of Brazil’s oil sector since then have attracted the attention of
China’s major oil companies. From 2010 on, the big four Chinese
national firms —namely Sinopec, cNPC, cNooOcC and Sinochem-
all established branches in Brazil and started to participate in
exploration and production projects, especially those in the pre-
salt area.

Barbosa estimates that between 2010 ~when the first Chinese
oil related Fp1 happened- and 2023, no less than uss$ 33 billion
has been spent in Brazil by Chinese petrol companies. Of this
total, us$ 20,4 billion entered the country through merger and
acquisitions (M & A or brownfield), and almost us $ 9 billion were
related to new projects (greenfield), including investments in re-
search and development (R&D). Disbursements varied over time.
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Brownfield transactions were concentrated in the first years, and
greenfield projects were mainly announced recently. As a whole,
the author emphasizes that China invested more in the Brazil-
ian oil sector in times of high or growing oil prices. Exploration
and production (E &P, “upstream”) was the segment that received
the majority of investments. From a global perspective, Barbosa
argues that Brazil was the country that received the majority of
Chinese oil investments, after Canada (Barbosa 2024).

Due to these heavy investments and important stakes in pre-
salt projects, the output of Chinese local firms has increased over
time. Between 2011 and 2023, data show that their production
expanded an astonishing 13 times, far faster than the growth of
other concessionaires in the same period (54 %). As of 2023, Chi-
nese petrol firms’ total production in Brazil already jumped to the
third position (Barbosa 2024).

Sinopec was the first Chinese oil firm to disembark in Brazil, firstly
as a service provider and then as an investor. It was one of the
companies responsible for building the Southeast-Northeast In-
tegration Gas Pipeline (G ASENE), inaugurated in March 2010. In
October of the same year, Sinopec made the first of its two larg-
est investments in Brazil: buying 40 % of the Brazilian branch of
the Spanish corporation Repsol (which was rebranded as Repsol-
Sinopec) in a transaction estimated in us$ 7,1 billion. One year
later, the second one was announced: acquisition of 30 % of the
Brazilian branch of the Portuguese company Galp, Petrogal, dis-
bursing at least us$ 5 billion.

Repsol and Petrogal were two of the largest investors in the
Brazilian oil sector at that time and their participation in new
local projects kept growing over the following years. As of 2023,
these companies were, respectively, the fourth and seventh largest



BRAZIL-CHINA OIL RELATIONSHIP. IMPACTS FROM A LOCAL PERSPECTIVE

producers in Brazil. In previous years, they were correspondingly
the third and fourth biggest ones.

This situation has made Sinopec become the Chinese firm
most involved in E&P projects in Brazil. It was also the first to
participate in pre-salt projects, since Petrogal was part of the con-
sortium of the Tupi field. Moreover, for a long time, it was the
Chinese oil corporation that showcased the largest oil produced
in the South American country. Only in 2023 its output was sur-
passed by cNo o ¢, thanks to the rapid growth of production in the
Buzios field.

cNPc also bet heavily in Brazil and concentrated investments in
pre-salt projects. Alongside cNooc, it participated in two mile-
stones of the pre-salt exploration history: the consortia to explore
Libra (auctioned in 2013) and Buzios (2019), the world’s largest
deep-sea oil fields at the time of their auctions. Over time, it also
acquired minority stakes at two other pre-salt projects (Peroba
and Aram), once again in partnership with the Brazilian oil firm
Petrobras.

Due to its stakes in pre-salt projects, CNpC’s output in Brazil
has expanded remarkably over a short period of time. In 2023,
seven years since Libra’s production started (2017), the firm was al-
ready the tenth largest producer in Brazil (yet the third one among
Chinese corporations).

cNooc is the Chinese company with the biggest stakes in pre-salt
projects. Like cNPc, it is a member of the consortia exploring the
Libra and Buzios fields. In the first one, in 2013, each Chinese firm
has a 10 % participation, alongside Petrobras (40 %), Shell (20 %)
and Total (20 %). It was the first time that Chinese oil corporations
won an upstream concession through the Brazilian public bidding
system. In the second one, in 2019, the two companies partnered
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with Petrobras and guaranteed a 5% stake each. Showing confi-
dence in future prospects of Buzios production, cNooc alone
bought an additional 5% share in the fields’ consortium in 2021.

cNooc also took other bold steps in Brazil. In 2017, it par-
ticipated alone in a public auction and won the concession for
a post-salt block in the Espirito Santo Basin, which it explores
independently. In late 2023, another post-salt block was added to
its basket, this time in the Santos basin, once again 100 % explored
by the Chinese firm. Over time, cNo o C joined two other groups
that are exploring pre-salt fields.

Sinochem was the first Chinese oil company to invest in Brazil.
In May 2010, it bought stakes in two ongoing exploration proj-
ects, namely Peregrino and Pitangola. In January 2012 and August
2013, the firm acquired stakes in exploration projects in the Es-
pirito Santo Basin from Petrobras and the Anglo-French company
Perenco.

Due to its early entry into Brazil, Sinochem was the second-
largest Chinese oil producer in the country until 2020. Its output
expanded remarkably until 2019, but declined substantially in
the next year, because of the interruption of production in the
Peregrino field, in May 2020. In 2021, for example, its output was
zero, but in the two following years, it restarted to expand again.

In September 2024, Sinochem announced the sale of all its
assets in Brazil (Pitangola and Peregrino fields) to the Brazilian
firm PRIO, in a deal that involved uss$ 1.9 billion (PrR1O 2024).
The Nordish firm Equinor is the operator of the fields with a 60 %
interest. The transaction received approval from local antitrust
authorities (CADE) weeks later and, in December 2024 the conclu-
sion of the transaction was publicized (PR10 2024). According to
information collected by the author in October 2024, the Chinese
company was preparing the closure of its office in Rio de Janeiro.
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It was not the first time that Sinochem traded assets in Brazil.
In 2016, it left some ongoing projects in the Espirito Santo basin,
which were bought in 2012.

4. Impacts of Chinese oFDI in Brazil and of
Brazilian oil exports to China

China’s outbound foreign direct investments have long attracted
global coverage. This attention has grown in tandem with the
sharp increase of numbers invested and the consolidation of
the country as one of the major sources of capital in the world (not
only a chief receiver).

The same exposure is true about commerce. PRC’s fast eco-
nomic growth has catapulted its exports and imports to and from
abroad over the last years. Since 2009, it is the largest exporter and
has become the second biggest importer in the world (after the
United States) (Trademap 2024). Its emergence as an industrial
powerhouse, responsible for almost one third of global manufac-
turing value added as of 2022 (World Bank 2024) has prompted
rearrangements in global value chains. Impacts are seen in many
countries and economic sectors.

Over this period, there have been basically two types of reac-
tions to Chinese 0FD1I and the growing exports to the PRc. On
the one hand, there are the optimists, who welcome Chinese dis-
bursements and trade with the country looking through positive
lens. Their arguments are generally related to the role of EDI to
stimulate local development, build infrastructure, dynamize spe-
cific economic sectors, create jobs, bring new expertise and tech-
nologies and so forth and so on. On the other hand, there are the
pessimists, who focus on possible negative spillovers of Chinese
investments. They argue that some projects are associated with
cases of closure or displacement of native industries, environmen-
tal impacts, clashes with local communities, worsening working
conditions, augmented corruption, import of Chinese workers,
trade deficit, economic dependency etc. (Blanchard 2024).
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One of the main objectives of this study is to provide an analysis
of the impacts of Chinese investments and of exports to China in
the Brazilian petroleum sector, with a localized emphasis on the
state and city of Rio de Janeiro. The reasons for choosing Rio are two.

The first one is Rio’s predominant position in Brazil’s oil seg-
ment. As of 2023, the state was responsible for 86 % of national
production, more than 70 % of E&P investments and of the E&P
related jobs and almost 80 % of national tax collection in the oil
field (1BP 2024). Rio is equally the state with the largest proven
oil reserves, with 8,5 billion barrels of equivalent oil (boe) in 2020,
which represents 79 % and 63 % of national oil and gas reserves
respectively. Rio alone has the world’s 17" largest proven reserves,
ahead of Angola, Mexico and Norway (18P 2024). Not without
reason all major oil companies and related governmental organs
have offices in the Southern city. The headquarters of Petrobras
and the National Agency of Petroleum (ANP) are located in Rio.

The second reason is that so far there is no comprehensive
study that assesses the effects of Chinese investments and im-
ports in terms of employment, suppliers, new socioeconomic con-
ditions, potential domestic political tensions, learning processes,
technology transfer, and environment protection. Specific research
on these topics is also rare, mostly limited to media reports.

It is fair to say that this section does not aim to depict a complete
picture of each of these topics. There are limitations in this paper.
Two of them are data quality and availability. Quantitative in-
formation is sometimes scarce. For instance, none of the above-
mentioned Chinese oil firms has an operational website destined
for Brazil, not to mention the publication of public annual reports.
The only exception is the joint venture Repsol-Sinopec, whose
webpage does not offer insights into many of the topics just raised.

Another limit is the impossibility to go to Rio de Janeiro to
do field work. Moreover, not all impacts commonly raised in re-
lated academic research are considered here. Sometimes, the sim-
ple reason is that they do not apply, such as the fact that there are
no reported big scale environment problems associated with PRC’s
oil corporations in Brazil.
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As a remedy to these limits, the author has resorted to virtual
discussions with professionals in the Brazilian oil sector and with
staff of Chinese oil firms based in Brazil. Notwithstanding re-
peated efforts, not all companies responded to requests of online
meetings. Interviews were few, but illustrative. The few informal
conversations gathered were highly valuable in providing insights
into various aspects of Chinese investments and oil exports to the
PRC. In this process, some views were confirmed, other misper-
ceptions were corrected.

Employment effects of Chinese foreign direct investments have
received global extensive attention over the last decades, not only
from scholars, but also from governmental officials in recipient
states. As a rule, Chinese FDI are welcomed in many countries.
However, in recent years, media reports have revealed cases of
overseas projects where local work traditions and regulations
clashed with Chinese labor practices. Negative coverage involved
examples of overtime culture, poor working conditions, irregu-
lar presence of Chinese workers, unbalanced percentage of locals
versus Chinese workers, especially in executive and high-level
positions, and so forth and so on.

There are few studies on the employment effects of Chinese
investments in Brazil, especially in the oil sector. Here are some:
Hiratuka argues that economic relations with China have resulted
in a substantial growth in job creation. In the 2000-2017 period,
1.6 million China-related jobs were created in Brazil, most of them
the result of net trade (1.5 million jobs). Chinese oFDI and in-
frastructure projects were responsible for less new employments,
respectively 30,500 and 60, 100 jobs (Hiratuka 2018:171). Unfor-
tunately, the author rarely mentioned the oil sector in its analysis.
The only reference was to refined oil trade and not to Chinese up-
stream investments or Brazilian crude exports. Dussel Peters and
Santillan (2023) converge at Hiratuka’s argument that trade with
the Prc had positive spillovers in terms of job creation. They assert
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that the net trade effect of Sino-Brazilian commerce has resulted in
a surplus of 6.5 million new jobs in Brazil between 1995 and 2018
(Dussel Peters and Santillan 2023:5), of which 516,400come from
energy exports (Dussel Peters and Santillan 2023:23). Although
the petroleum sector is not specified in these estimates, consider-
ing that Brazil-China energy trade is dominated by oil, it is fair to
predict that those half a million posts came from crude exports.

So far, the best references for job related research come from
Red aLc-China and cEcHIMEX. The Monitor of Chinese Infra-
structure 2024 reveals that Chinese construction contracts in Bra-
zil have created over 184,000 jobs of this total more than 110,000
in the energy sector, of which 34,600 in the 0 & G segment (Dussel
Peters 2024/a). The Monitor of Chinese OFD1 in 2024 indicates that
around 161,000 jobs were related or generated by Chinese invest-
ments in the country, of which 30,000 were correlated to energy
projects, of which over 10, 000 to specifically oil and gas ventures.
According to the database, Rio has hosted almost half of them, or
4,900 (Dussel Peters 2024/b).

Besides data from the Red ALc-China and CECHIMEX, there
is very few available information about job conditions and envi-
ronment concerning Chinese oil companies locally established in
Brazil and, more specifically, in Rio de Janeiro, where all four firms
have opened offices. Searching LinkedIn could provide a glimpse
of the number of employees working at these four companies in
Rio. As of October 2024, the total number of individuals listing
these companies as their current employer is 276, with 213 at
Repsol-Sinopec, 44 at cNPc and its affiliates, 14 at Sinochem,
and 5 at cNooc. The possible reasons why Repsol-Sinopec had
more staff are the lengthy time the Spanish firm is established in
Brazil and the greater number of projects in which it is involved.
Generally speaking, most of the workers seems to be locals. Brows-
ing through cNPC’s declared personnel, 11 seemed to be Chinese
and 7 from other countries not Brazil.

Considering the amounts invested by these firms in recent
years, it is reasonable to believe that these figures are mere esti-
mates; the actual number is likely higher.
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Conversations with workers in the Brazilian oil sector and
with employees of Chinese oil firms in Brazil have shed some
light on working conditions in those corporations. Interviewees
highlighted that salaries and other benefits offered are according
to local standards and sometimes higher, as a tool to attract quali-
fied labor force. Since the firms are state-owned and thus must
report to the capital (or receive instructions), some internal docu-
ments are written in Mandarin directedly. Managerial positions
are typically held by Chinese nationals, while line positions ex-
hibit a more mixed composition, with a predominance of local
employees As a whole, the majority of the workforce is local or
sometimes from countries other than Brazil and China.

Technology transfer is a frequently asked question in relation
to Chinese outbound investments. There is extensive literature on
China’s access of foreign technology through the acquisition of
overseas companies. More recently, this issue has become more
sensitive and therefore more exposed in the media, as many
countries have progressively adopted restrictions on M&a
transactions and even on greenfield projects in which Chinese
corporations are involved. From the receiving country perspec-
tive, there is a pressuring request that Chinese FD1 could generate
some kind of tech transference that could benefit local firms’ de-
velopment.

Before analyzing the Sino-Brazilian oil relationship circum-
stances, it is worth setting the definition of technology transfer
(TT). According to the World International Property Organiza-
tion (Wipo), transfer of technology (ToT) is a “collaborative
process that allows scientific findings, knowledge and intellec-
tual property to flow from creators to public and private users”
(wipo 2024). Moreover, among the modes of TT, it is included
sponsored research and R&D collaborations, institution-industry
staff exchange, assignment and licensing of technology, and others
(wirpo 2024).
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Brazil’s, and more specifically Petrobras’ expertise in ultra-
deepwater drilling, is considered one of the key factors driving
Chinese oil companies’ involvement in exploration projects in
partnership with the Brazilian national petroleum corporation.*
Indeed, as Barbosa argues, the discovery of pre-salt provinces was
not by chance, but rather the result of continuous technological
breakthroughs over time, some of them recognized by interna-
tional awards (Barbosa 2024). Historically, Chinese oil companies
have lacked expertise and technical knowledge in certain areas of
oftshore exploration, leading them to view partnerships with Bra-
zilian firms as a means of gaining access to these skills (Husar and
Best 2013).> Therefore, Chinese oil corporations have decided to
join already established production consortia and participated in
bidding processes alongside other technologically more mature
oil companies (Alves 2013).

The Sino-Brazilian experience has shown that technology
transfer per se might not have happened, instead Chinese petro-
leum firms may have absorbed the experience of Petrobras and
other locally established companies in joint exploration projects.
Relationships between partners in E&P consortia around the
world are normally strictly regulated by joint operational agree-
ments (Joa), whose contractual models are commonly offered
by the Association of International Energy Negotiators (AIEN).
Under these contracts, parties are not obligated to disclose pro-
prietary technology to each other (A1EN 2023). Therefore, in legal
terms, partnership in E&P projects did not give Chinese oil firms
access to intellectual property.

4 The other three reasons behind Chinese investments in the Brazilian oil sector would
be the presence of abundant oil reserves, availability of strategic assets and the exis-
tence of economic opportunities to Chinese engineering contractors and machinery
companies. For more details, please refer to “Two Decades of Brazil-China Oil Coop-
eration: Investments and Infrastructure Projects” (Barbosa 2021).

5  According to Liu, the offshore technological capabilities of Brazilian firms were sig-
nificantly more advanced than those of Chinese firms. For instance, in 2015, Brazil
possessed 172 registered patents of deep-sea exploration technology, whilst China,
only 9 (Liu 2015).



BRAZIL-CHINA OIL RELATIONSHIP. IMPACTS FROM A LOCAL PERSPECTIVE

Nonetheless, in practical terms, Chinese technicians may
have gained insight into Brazilian firms’ deep-sea drilling exper-
tise through mechanisms established under the JOAs, for example.
For example, after the formation of E & P consortia, an operational
committee is created to discuss procedural issues among tech-
nical staff from each party (A1EN, 2023). In these meetings, topics
like geological analysis, drilling issues and others are examined.
From explanations from technicians that operate exploration
projects,® it might be possible to grasp some technical expertise.

The possibility of sharing exploration skills among consortium
members is widely recognized and valued in the oil sector. This is
one of the reasons that prompted Pr10 to buy Sinochem’s stakes
in Brazil and thus partner with Equinor. Here is how Roberto
Monteiro, CEO of PR10, justified its firm new endeavor: “Here in
Brazil, Equinor is doing a great job in Peregrino, so it is gratifying
for us to be working alongside a good operator. (...) we will try to
learn from them, from the point of view of maintenance, geology,
reservoir, among other things. It is a two-way street” (PR10 2024).

At the same that cNooc has strengthened partnership with
Petrobras in deep-water projects, it also progressed in offshore
exploration projects in Brazil and over the Chinese coast. For in-
stance, years after joining the pre-salt Libra consortium, cNooc
won a concession to explore oil fields in Brazil. Another example is
China’s recent progress in offshore drilling in its coastal waters. In
March 2024, cNo o ¢ announced PRC’s first deep-water hundred-
million-ton oilfield discovery (nearly 750 million barrels), which
is located 300 kilometers from the coast of Guangdong province
(Xinhua 2024). In August 2024, another milestone. The company
revealed the detection of the world’s first ultra-deep water and ul-
tra-shallow gas field with 100 billion cubic meters (People s Daily
2024). With the help of these recent findings and the continuous
expansion of its reserve base, cNo o c presented record profits in
the first-half of 2024. According to filings, in year-to-year terms,

6 Inaconsortium, one member is usually responsible for maneuvering oil production,
while other parties just take yields.
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net production rose 9.3% and net profit increased 25% (Howe
and Aizhu 2024).

Not all Chinese projects in Brazil were successful. Two of them de-
serve attention: Shandong Kerui’s construction project of GASLAB
and Sinopec’s UFN 3 fertilizer unit.

Shandong Kerui’s first and only project in Brazil was the con-
tract to build the GAsL AB natural gas processing unit at the for-
mer COMPER] petrochemical complex,” installed in the city of
Itaborai (state of Rio de Janeiro). In September 2017, it joined
hands with the local firm Metodo Engenharia and won the bid-
ding process to erect the unit. In March 2018, the US$ 590 million
contract was signed (Petrobras 2018). Works commenced a month
later and were expected to end in the second half of 2020.

GASLAB was designed to be the largest gas processing unit in
the country with a clear strategic role: to expand the country’s pre-
salt gas oftfloading and processing infrastructure and to diminish
the need for natural gas imports. Along with the processing unit,
a 355 km-long gas pipeline, known as Route 3, was planned to
connect the offshore pre-salt production structures in the Santos
Basin to GAsLAB (Petrobras 2018).

Nonetheless, the project was never finished by the winning con-
sortium. Media reports exposed contractual obligations’ breach-
es, construction delays and interruption of employees’ payments
(Barbosa, 2024). In January 2022, the construction firm Metodo
filed for judicial recovery after a sharp rise in costs for materials,
shipping, equipment and services. In July 2022, nearly 2,200 em-
ployees were laid off and works were halted (Petrobras 2022). Two
months later, in September, the contract between Petrobras and
the consortium Kerui-Metodo was terminated (Petrobras 2022).

7 Nowadays, it is called “Complexo de Energias Boaventura” and was reinaugurated in
September 2024 (Machado 2024).
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Sinopec has also undergone negative experiences in Brazil.
As a service provider, its plan to erect, in partnership with Gal-
vao Engenharia, a fertilizer unit named “Unidade de Fertilizantes
Nitrogenados” (UFN-3) at the state of Mato Grosso do Sul (Ms)
ended before conclusion. After winning a R$ 3.1 billion bidding
process ordered by Petrobras, construction works started in 2011.
However, in December 2014, arguing the existence of contractual
breaches, the Brazilian oil firm terminated the contract, although
the unit was then nearly 81 % finalized. Once completed, the unit
will have a projected urea and ammonia production capacity of
3,600 tons/day and 2,200 tons/day, respectively (Petrobras 2022).

In August 2018, Sinopec Petroleum do Brasil Ltda filed for ju-
dicial recovery due to labor and contractual debts that amounted
to R$ 121 million at that time. The lawsuit was completed in June
2022, when the Chinese corporation was allowed to restart its busi-
ness in Brazil (Ruddy 2022). Its local partner Galvao Engenharia
also filed for judicial recovery, which ended in 2020.

In March 2024, the then president of Petrobras, Jean Paul
Prates, declared in an interview that the national company was ne-
gotiating with Sinopec the possibility of selling a stake in the UFN -
3 project. Sinopec would be a stakeholder, not a service provider
(Datagro 2024). In the end of 2024, the resuming construction
of the unit was included in Petrobras’ Business Plan 2025-2029
(Petrobras 2024).

One phenomenon that marks the present Brazil-China oil rela-
tions is the emergence of Chinese shipyards and the concurrent
decline of Brazilian shipbuilders in the provision of floating
production storage and offloading (FPSOs) vessels to Petrobras.
The discovery of the pre-salt province pressed the Brazilian giant
firm into investing heavily in offshore drilling platforms. Initial
plans involved the rebirth of Brazil’s naval industry, where the new
facilities —to be mostly owned by the state firm- would be partially
or completely built.
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Upcoming circumstances changed preliminary ideas. The out-
burst of the 2008 international financial crisis, the subsequent
period of low and negative economic growth and the outcomes
of the Lava Jato corruption investigations have pressed Petrobras
to reconsider former plans. Some Brazilian shipyards became im-
mersed in financial problems and some FPsoO construction con-
tracts were delayed and cancelled.

From 2013 on, novel contractual formulas and ownership pos-
sibilities were implemented and Chinese shipbuilders progressive-
ly assumed ongoing and new projects. The flexibilization of local
content requirements has also helped the transfer of assignments
to Chinese waters. Since 2014, almost all Petrobras’s EPso were
in part or totality built or converted in China (Barbosa, 2020).
Between 2000 and 2023, more than half of the FPSOs that the
company contracted abroad were partially or totally builtin PrRC’s
shipyards (Barbosa 2024).

This transfer of roles in Petrobras’ FPso construction plans
is related to the emergence of China as a global naval power. The
Asian country is currently the largest builder of ships in the globe.
It has also by far the largest naval fleet in world. As of 2023, China
accounted for half of the global shipbuilding output, 55% of the
world’s new deadweight tonnage, and 67 % of new orders were se-
cured by Chinese shipyards (Gao and Feng 2024). China has kept
the top position in the international shipbuilding market since 2010.

Besides commercial operations in Brazil, Chinese oil companies
have recently started to support local cultural, social, environmen-
tal, and educational activities.

Sinopec is by far the main supporter of social projects among
other Chinese oil firms, thanks to its joint venture with Repsol,
through it all initiatives are financed. The Spanish firm was already
long established in Brazil before the partnership began and it had
already a footprint on interactions with local communities.
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Repsol-Sinopec has a long list of funded projects in Brazil and
they happen in different areas. Among the activities, the firm was
involved with the “Orquestra de Camara da Rocinha,” focused on
forming a new generation of musicians from the favela Rocinha;
“Academia Perolas Negras,” a NGo which in 2024 helped 2,400
children and teenagers of Rio to undergo sports and educational
training; and “Plataforma Educativa,” which is an itinerant pro-
gram that offers environmental education and safety lectures to
fishing workers. Moreover, during the COVID pandemic, it fi-
nanced the expansion of vaccine production at local laboratories
(Repsol-Sinopec 2024).

cNooc is the main supporter of the “Orquestra do Forte de
Copacabana.” The orchestra was created in 2011 as a social project
focused on offering musical training for poor youngsters from
neighboring shanty towns (favelas). It is located inside a former
fortress in Copacabana beach, in Rio de Janeiro. Currently, there are
28 players between 13 and 25 years-old enrolled in it (0Fc 2024).

In September 2024, the orchestra went to China. It was the first
time abroad for most of the members. There were presentations at
local schools, such as Peking University, and at a commemorative
event for the 50-year anniversary of Brazil-China diplomatic rela-
tions, in which the Chinese Vice-President Han Zheng was present.

In conversation with a manager of the project, she highlighted
the important and opportune financial contribution of cNooc.
During the initial years of the COVID pandemic, former finan-
ciers receded in previous compromises, a situation which posed
an existential threat to the orchestra. The timely arrival of cNoo C
gave assurances to the continuation of music classes.

cNPcC has made a similar approach recently and has been
equally involved in local cultural undertakings in Rio de Janeiro.
It has sponsored events from the institute “Casa do Choro,” which
focuses on the preservation and dissemination of popular music
from Rio de Janeiro, especially “choro” style. Its activities encom-
pass training professional musicians, producing and broadcast-
ing concerts and events, maintaining and conserving collections,
cataloging, recording and preserving musical memory (1cc 2024).
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In late October 2024, another social and cultural project spon-
sored by cNPC began activities. The “Bosque das Artes” (“Arts
Forest”) was inaugurated on October 31* with the aim to organize
Brazilian art exhibitions and to provide art courses and workshops
that can benefit up to 11,000 kids per year. The project is located
at the iconic tourist attraction “Pao de Acucar” (“Sugar Loat”) and
is open daily for visitation (ME 2024).

Discussions with practitioners in the Brazilian oil sector have
suggested a trend of behavioral change with Chinese companies,
especially cNpc and CNOCC, which are now apparently willing
to put down deeper roots in Brazil, after years of continuous in-
vestments in the country. Unlike their previous approach of main-
taining a low profile and avoiding the spotlight, they are shifting
to a strategy that embraces more visibility and greater integration
with the local context and elites. Interviewees stressed that this
gradual stance adjustment started to be clear during the COVID
pandemic, although the reasons are unclear.

5. Conclusions

Oil is an important part of the booming bilateral economic rela-
tions. In the process of consolidation of Brazil as a global major oil
producer and exporter, China has been having an important role
and has become the main destination market of Brazilian petro-
leum. Reversely, the South American country is Beijing’s seventh
foreign oil supplier (as of 2024), and thus has become increasingly
relevant in PRC’s energy security concerns. Additionally, Brazils
huge production prospects became an appealing factor to make
Chinese oil firms start/expand operations there.

Despite the existence of growing literature on Brazil-China oil
relations, there is a lack of studies on possible regional impacts
of Brazilian oil exports to China and of Chinese oil investments in
Brazil. This is the main contribution of this paper. Considering
all restrictive issues of data quality and quantity raised above, the
results obtained so far in this oil-related research are remarkable.
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As seen above, at least 44,600 jobs were directedly and undi-
rectedly related to Chinese FD1I and infrastructure oil projects in
Brazil in the last few years. Given the regional concentration of
trade and investment ties, Rio de Janeiro is the state where these
occupations were mostly created. Indications of poor working
conditions were not found during the research. Interviews have
signaled that Chinese oil firms tend to follow local labor rules and
there is no evidence of import of Chinese workers in significative
quantities. Executive roles are predominantly, though not exclu-
sively, held by Prc nationals, while line positions are primarily
occupied by locals. Salaries and benefits are aligned with local
standards, and in some cases, even exceed them. Interviewees
viewed this as a strategy to attract talented individuals.

No noticeable technology transfer towards Brazilian or Chinese
companies was revealed during the research, but there are signs
of an upward Chinese learning curve in terms of knowing how to
do business in Brazil and how to explore deep-sea oil provinces in
general. One indication would be that, after years of investments
as minor partners in consortia, some Chinese firms began bid-
ding for and operating certain E&P projects independently, which
is the case of cNooc. Furthermore, the same Chinese corpora-
tion has recently made great advancements in terms of profundity
in offshore projects back in China.

The emergence of China as the world’s largest shipbuilder has
impacted Brazil’s naval industry. Nowadays, the majority of Petro-
bras’ FPSOs are partially or totally constructed in Chinese waters
and less in Brazil. This situation is also related to the crisis that
Brazilian shipyards were engulfed in the 2010 decade, when some
of them bankrupted and others needed to downsize operations.

Chinese oil firms are getting involved in cultural and educa-
tional activities in Brazil, a decision which is interpreted by profes-
sionals as an effort to have a bigger exposure and to build closer
ties with local communities and elites. cNPc, for instance, has
financed the activities of a musical institute and an artistic project
in Rio. cNoocC supports an orchestra composed by youngsters
from neighboring shanty towns also in Rio. Repsol-Sinopec has a
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long history of financed events, having been established in Brazil
for an extended period.

Not all Chinese investments in Brazil ended up well. Shan-
dong Kerui’s first and only deal was not concluded and its contract
was terminated after years of construction setbacks and social
problems. GAsLAB was designed to be the largest gas processing
unit in the country and is considered to be a strategic project, as
it will increase Brazil’s domestic supply of natural gas. Sinopec’s
plans to build a fertilizer unit in Mato Grosso do Sul stopped be-
fore completion. Its Brazilian branch even filed judicial recovery,
which ended in mid 2022.

Despite Shandong Kerui’s setback, Chinese investments in the
Brazilian oil sector tend to be seen through positive lens by local
actors.

Firstly, Chinese oil firms’ presence in Brazil is welcomed in a
segment thirsty for investments. After the discovery of pre-salt
provinces, it was clear that, without a financial and logistic ex-
pansion of the oil sector, it wouldn’t be possible to fully explore
the new resources. Foreign hands would be needed, bringing not
only new capital, but also managerial and production expertise.
It is worth remembering that, in the two landmarks of the pre-
salt history-Libra and Buzios auctions-, Chinese companies
were present. Buzios showcased the importance of the Chinese
presence. In a time when overseas corporations were ambivalent
about the exploration prospects of the field and none of them
showed willingness to join Petrobras’ consortium, cNpc and
cNooc were the only ones that embarked on the partnership.
Secondly, the expansion of the oil industry, fueled by both national
and foreign investments —including Chinese- is a key driver of
Rios economic revival. Statistics show that Rio is the Brazilian
state whose economy has expanded the least since 1985. Special-
ists argue that, since Brasilia became the capital in the 1960s, Rio
has been caught in a continuous cycle of company and bank
exodus (mostly state-owned), infrastructure depreciation and
political instability that has been negatively affecting the state’s
economic performance (Trece 2021). Rio is also currently the sub-
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national unit with the fifth largest unemployment rate (Regueira,
2024). Therefore, the presence of vast oil reserves in the state’s
coast is thus seen as a tool to keep Rio’s economic vitality and in-
dustrial power. As of 2021, the state of Rio had the second-largest
industrial Gpp in Brazil, with 53 % of its composition linked to
oil and gas activities. In the last ten years, petroleum account for
72 % of all values exported by Rio. In 2023, Rio collected no less
than R $ 24.8 billion (nearly us s 4.13 billion as of December 2024)
in taxes connected to oil activities (1B P 2024), making it the num-
ber one state in the country.

Lastly, no major labor, social, environmental or corruption
incidents have erupted so far. Interviews have helped to demystify
some of the critics commonly associated with Chinese investments
abroad and with exports to the PRC, especially those related to im-
ports of Chinese workers and poor working conditions. As men-
tioned above, some interviewees even highlighted that Chinese oil
corporations sometimes offer more benefits, possibly as a way to
attract talents in a place that they are newcomers. Moreover, these
talks with local employees have indicated that common criticisms
about lack of technology transfer by Chinese companies seems to
not apply in the Sino-Brazilian example, because there is a wide-
spread belief that one of the reasons why prC’s oil firms went to
Brazil was to obtain some local deep-sea exploration know-how.

Considering the analysis carried out during this and previous
research, some policy proposals can be highlighted.

Firstly, the replacement of local shipbuilders by Chinese firms
is a concerning issue, yet some observers put it into a broader
perspective, in which Brazilian dockyards plunged into crisis while
Chinese counterparts emerged as global players with competitive
conditions in terms of price, quality and production scale and
schedule. The strategic character of the shipbuilding industry
requires Brazilian policymakers to adopt a strategic approach.
Recent Brazilian governmental initiatives to foster reindustrializa-
tion and regain the vigor of local shipyards are welcomed (Arau-
jo 2025). Shipbuilding could be subject to bilateral cooperation
under the South-South spirit. Throughout recent Sino-Brazilian
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political history, petroleum has consistently been a key topic in
government discussions and frequently mentioned in high-level
documents, such as the Strategic Plan 2022-2031 and the Execu-
tive Plan 2022-2026. Considering the Chinese prominence in this
industry, Binational schemes could be envisioned to generate em-
ployment, establish connections with domestic production chains,
and promote technological spillovers. Rio would be one of the
most benefited states, as it houses the majority of Brazil's shipyards
(25 units) (18P 2025).

Secondly, financing is currently an important factor in the
overall development of the Brazilian oil sector. The industry is
increasingly confronting rising production costs, driven not only
by the growing logistical challenges of exploring vast resources but
also by the heightened demand for operational efficiency and
stricter low-carbon requirements. The case of FPSO construction
is illustrative. The cost of these huge drilling and storage structures
has been growing over the last few years and can reach up to sev-
eral hundred million dollars. Construction time has also been ex-
tended. The existence of long-term funding is now a pre-requisite
for the future development of this sector. When visiting Beijing
in August 2023, former president of Petrobras, Jean Paul Prates,
stressed the relevance of finding innovative financial mechanisms
to support the timely construction of FPSOs (Petrobras 2023).
At this point, the involvement of Chinese development banks
and the recently rehabilitated Brazil-China Cooperation Fund for
Capacity Building could be good news (BNDEs 2024). In line with
Brazilian reindustrialization plans, eventual shipbuilding partner-
ships in Rio de Janeiro could be included in the negotiations.

Thirdly, binational initiatives on research and development
(rR&D) could also be fostered. Rio de Janeiro concentrates the
most relevant oil-related research institutes. Most of the R&D in-
vestments in Brazil’s oil sector happens in the city, in research
centers such as Cenpes from Petrobras, CoppeComb and CEN-
ERGIA COPPE from the Federal University of Rio (UER]), EGV
Energia, and the Brazilian Petroleum and Gas Institute (1BP),
which has a research branch (UniBp). Projects are already
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starting, such as the recent inauguration of the Brazil-China
Institute of Innovation, Science and Technology (BccsTI), a
partnership of Petrobras, UFR], cNo o ¢ and China University of
Petroleum (cupr) (Ehmann, 2024). Nonetheless, there is potential
for more, considering the oil firms’ obligation to invest 1 % of their
gross production revenue in R&D plans. Investments in R&D can
be an inductor of innovation in Rio’s economy.

Lastly, the cases of GaAsLAB and UFN-III were negative ex-
periences that deserve further research in order to understand
the reasons behind the failures to complete the projects and thus
avoid the repetition of similar situations. This research exercise
would not be aimed at singularizing any company or country
—those two are not the only cases of foreign firms with setbacks in
Brazil-, but at developing better ways to create a sound business
environment that maximize potential positive spillovers, mitigate
risks and thus attract more foreign investments to the Brazilian
oil sector.
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Argentine Soybean Exports to
China. Myths and Realities in the
Pampas Region

Eduardo Daniel Oviedo

Introduction

According to Argentina’s National Institute of Statistics and Cen-
suses (2022), the Pampas region encompasses the provinces of
Buenos Aires, Cérdoba, Entre Rios, La Pampa, Santa Fe, and the
Autonomous City of Buenos Aires (Map 1). Characterized by ex-
pansive prairies and a temperate climate, this region is the center
of Argentina’s political power and economic activity, hosting 65 %
of the country’s population and 73 % of the Gross Domestic Prod-
uct, according to the 2022 National Census.

Since the late nineteenth century, the Pampas region has been
a prominent global hub for grain and beef production. In recent
decades, soybeans have also become a key focus, with the region
excelling in their production, processing, and export. Notably, the
Pampas accounted for an average of 97.5 % of Argentina’s soybean
and byproduct exports (Table 10). As the nation’s most signifi-
cant export chain, soybeans contributed 30.6 % of Argentina’s total
exports in 2021 (see Table 4). This highlights the pivotal role of
both the soybean sector and the Pampas region in the country’s
economy.

Argentina is the world’s third-largest soybean producer and
the leading exporter of soybean oil and meal. According to the
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Map 1. Pampas region, Argentina

Source: Author’ elaboration based on the Argentina’s National
Geographic Institute (2024).

Food and Agriculture Organization (2024), China is the largest
importer of unprocessed soybeans. These factors have contribut-
ed to the misconception that China is Argentina’s primary partner
in the soybean supply chain, significantly influencing the national
economy, its value chain, and the Pampas region. However, despite
Argentina’s highly specialized soybean sector, state interventions
in both Argentina and China have caused trade diversions, limit-
ing exports to China. Consequently, these exports have not grown
at the same pace as those of Argentina’s main competitors, such as
Brazil and the United States, according to the United States De-
partment of Agriculture (2024).

Argentina’s soybean exports operate within the context of a his-
torical tension between two development models: the spontaneous
development model and the state intervention model, as described
by Professor Helio Jaguaribe (1968:12). Since the internal political
crisis of 2001-2002, state intervention has largely dominated the
Argentine economy, except for the period from 2015 to 2018, when
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President Mauricio Macri’s administration sought to shift toward a
spontaneous development approach. This orientation was revived
by President Javier Milei in December 2023.

During the period analyzed in this report (2019-2023), soybean
exports to China occurred within a framework of state interven-
tion aimed at promoting soybean industrialization to enhance the
value of the primary product. Meanwhile, Chinese trade policies
have prioritized the import of raw materials over industrialized
goods. This has led to trade diversions, establishing the Pampas
region as the primary hub for the industrialization and export of
soybean by-products, and, to a lesser extent, soybeans themselves,
which affect exports to China. As a result, China has remained a
marginal trade partner in this sector, primarily purchasing surplus
unprocessed soybeans that are not utilized by Argentina’s crush-
ing plants.

Building on these starting points, this document aims to chal-
lenge prevailing misconceptions and offer a clearer understanding
of the actual impact of soybean exports to China on Argentina’s
soybean value chain and the Pampas region during the period
2019-2023. To achieve this, the document is organized into four
sections.

The first section provides a retrospective study of Argentina-
China relations, focusing on trade dynamics and the “food para-
dox” This paradox highlights the contradiction of Argentina -a
major agricultural exporter— experiencing chronic trade deficits
with China since 2008. This is despite China being recognized
by the FAO as the world’s largest food importer, particularly of
soybeans and beef, two commodities in which Argentina excels.

The second section provides an overview of the importance
of the soybean value chain in Argentina, while the third focuses on
the Pampas region’s contributions to global markets, with a partic-
ular emphasis on China. It highlights the significance of the Chi-
nese market and explores how Argentina has underutilized this
trade relationship.

The fourth section examines the effects of soybean exports
to China on the Pampas region, addressing key aspects such as
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foreign currency inflows from regional sales to China, impacts on
livestock, employment, and the environment, as well as the role
of Chinese investments and imports within the production chain.
These effects, however, are also influenced by ongoing political
tensions between the private sector, Pampas provinces, and the
national government regarding the distribution of benefits gener-
ated by soybean sales—a dynamic that has historically influenced
the volume of exports indirectly.

The final section concludes that the impact of exports to China
on the soybean value chain and the Pampas region diverges from
the widely held perception of China as a dominant trade partner
in Argentine foreign trade and other value chains. It also highlights
that this impact is significantly shaped by the prevailing develop-
ment models in both Argentina and China.

1. Unrealized Potential: Lost Opportunities in
the Chinese Market

Historically, the relationship between Argentina and China began
relatively late compared to other Latin American countries such
as Peru, Brazil, and Mexico (Oviedo 2010). While these countries
established diplomatic ties early and hosted large numbers of Chi-
nese workers, Argentina’s Second National Census of 1895 recorded
only 28 Chinese citizens-a figure that rose to 462 in the Third Na-
tional Census of 1914 (Argentina 1898:XLIXV; 1916:206).

The first diplomatic contacts between the two nations date
back to the early twentieth century, but formal diplomatic relations
were not established until 1945. However, this was short-lived,
as the founding of the People’s Republic of China in 1949 marked a
significant shift.

During the Cold War, Argentine governments chose to con-
tinue recognizing the Republic of China (Taiwan) as the legal rep-
resentative of the Chinese state. Despite the absence of formal
diplomatic relations with the People’s Republic of China (China),
Argentina’s annual exports of one million tons of grain between
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1964 and 1966 highlighted the growing importance of the Chinese
market, particularly in contrast to the limited trade opportunities
available with Taiwan.

To counteract the economic attraction of China, Taiwan imple-
mented a “visit diplomacy” campaign, inviting Argentine poli-
ticians, military officials, and academics to travel to the island
(Oviedo 2010:223-229). Additionally, Taiwan proposed sending
agricultural experts to develop a technical cooperation program
aimed at improving soybean production, with the goal of enhanc-
ing the cultivation of a crop that was somewhat neglected in Ar-
gentina at the time and later acquiring it for Taiwan (La Capital
Newspaper 1967:7).

Ultimately, in 1972, Argentina decided to interrupt its political
ties with Taiwan and “recognize the Government of the People’s
Republic of China as the sole legal government of China” (Minis-
try of Foreign Affairs and Worship 1972a).

In the joint communiqué of the establishment of diplomatic
relations, both parties agreed “to adopt active measures for the de-
velopment of trade relations between the two countries” (Ministry
of Foreign Affairs and Worship, 1972a). However, the expectations
of the Argentine Ministry of Foreign Affairs to expand trade with
China were tempered by the “Opening to the East” policy promoted
by the Peronist governments (1973-1976), which was primarily
focused on the Soviet Union and Eurocommunism. The growing
importance of the Soviet market for grain sales, amid the Sino-
Soviet conflict, hindered Argentina’s trade relations with China.

China gained increasing importance during Argentina’s mili-
tary dictatorship (1976-1983). In 1977, both countries signed
a trade agreement, and China imported 15,000 tons of soybean
oil from Argentina for the first time-a product that, according to
the Ministry of Foreign Affairs and Worship (1977:128), showed
promising prospects in the Chinese market for exporting grain
surpluses. China’s economic opening, particularly after the estab-
lishment of formal relations with the United States in December
1978, facilitated deeper interactions with Argentina. In 1980, the
first visit by an Argentine president to China resulted in a series
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of cooperation agreements across economic, cultural, and scien-
tific-technical fields, alongside an increase in trade. However,
during this visit, President Jorge Videla refused to sign a joint dec-
laration that included an anti-hegemonic clause against the Soviet
Union, fearing it would jeopardize grain exports to that country.

Following the restoration of democracy in 1983, Argentine gov-
ernments continued to strengthen relations with China through
official visits, bilateral agreements, and expanding trade, partic-
ularly during the economic liberalization of the 1990s. During
this period, China began categorizing its international relation-
ships based on their nature and significance. In 2001, Argentina
was designated as a “Comprehensive Cooperative Partner;” a status
that evolved into a “Strategic Partnership” in 2004 and was further
elevated to a “Comprehensive Strategic Partnership” in 2014. In
February 2022, Argentina officially joined China’s Belt and Road
Initiative.

The transformation of China into a global power after 1998
(Oviedo 2005) and the subsequent economic decline of Argentina
reshaped both countries’ positions in the international system, as
well as the composition of their trade exchanges. Since 1998, the
relationship has shifted from a South-South cooperation model to
a North-South model, with China in the North and Argentina in
the South (now referred to as the Global South). In terms of trade,
a center-periphery pattern emerged, characterized by a predomi-
nance of Chinese industrial products and Argentine raw material
exports —a phenomenon common throughout South America
(Oviedo 2023:331-332). As a result, bilateral trade grew, but at
the expense of intraregional trade, as South American economies
increasingly replaced regional suppliers with Chinese companies.
This shift contributed to regional deindustrialization and a grow-
ing specialization in primary goods. This pattern closely resem-
bles that seen in the relation with the United States, the European
Union, Japan, and other developed economies.

Looking at the results of the last two decades, we can identify
both winners and losers among South American economies in
trade with China. While there are various criteria for assessing
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these outcomes, one of the most important is the transfer of fi-
nancial resources via trade surpluses. Brazil and Chile stand out
as the main winners, while Argentina is clearly positioned among
the losers.

Looking back, Argentina maintained positive trade balances
with China from 1972 until 1991. However, beginning in 1992,
trade liberalization under President Carlos Menem’s government
led to persistent deficits, which continued until 2000. In 2001, this
imbalance was reversed, following a significant devaluation of the
Argentine peso by 380 %. Combined with rising global soybean
prices, this allowed Argentina to enjoy annual trade surpluses
until 2008. Since that year, annual trade balances have been unfa-
vorable, with a cumulative deficit of 93.194 billion usD between
2008 and 2023 (Table 1). During the five-year period from 2019 to
2023, the deficit reached 32.086 billion UsD, exceeding the value
of Argentina’s exports to China during that same period (Table 2).

Table 1. Argentina: General Trends in Trade with China
1972-2023 usp Millions

1972-1991 + 3,345
1992-2000 -2,827
2001-2007 +5,735
2008-2023 - 93,194

Source: Author’ elaboration based on the National Institute of Statistics and Censuses of
Argentina, INDEC Informa (1973-2024).

Argentina’s chronic trade deficit stands in stark contrast to the
substantial surpluses of Brazil and Chile, which have bolstered
the stability of their economies. From 2008 to 2023, Brazil’s ac-
cumulated surplus reached 283 billion usD, according to data
from the Ministry of Development, Industry, Trade, and Services
of Brazil (2024), while Chile’s surplus totaled 120.326 billion usD,
according to the Central Bank of Chile (2024). These figures high-
light that, unlike Brazil and Chile, Argentina has been unable to
fully capitalize on its trade partnership with China since 2008.
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Table 2. Argentina-China Bilateral Trade (2019-2023) usp Millions

Exports Imports Total trade Balance
2019 6,823 9,258 16,081 -2,435
2020 5,244 8,656 13,900 -3,411
2021 6,156 13,525 19,681 -7,365
2022 7,929 17,501 25,430 -9,573
2023 5,175 14,477 19,652 -9,302
2019-2023 31,327 63,417 94,744 -32,086

Source: National Institute of Statistics and Censuses of Argentina, INDEC Informa
(2020-2024).

The trade deficit of Argentina can be attributed to two main factors.
Firstly, Argentina’s escalating export duties favor soybean indus-
trialization, while China primarily seeks raw materials. In 2023,
China imported a staggering 111.5 million tons of soybeans, but
only 50,000 tons of soybean meal and 400,000 tons of soy-
bean oil, according to the data of United States Department of
Agriculture (2024). Argentina’s policy of incentivizing soybean
crushing reduces the quantity of soybeans available for export to
China, contributing to the trade deficit. Since 2008, this deficit
reflects the mutual misalignment in trade flows due to what
has been termed the “soybean crushing war” Both Brazil and
the United States, countries that also prioritize the added value
of their production chains (Bergero et al. 2018), have better aligned
their exports with China’s raw material demands, exporting more
soybean surpluses than Argentina. In addition, Argentina’s high
export duties disincentivize soybean production, leading to fewer
surpluses available for export to China.

Despite the ongoing trade deficit, China holds a strategic role in
Argentina’s foreign trade. Between 2019 and 2023, China ranked
as Argentina’s second-largest export destination and its primary
source of imports, during a period affected by weather-related
impacts on cereal and oilseed productions in 2020 and 2023 (Table
4). For China, Argentine exports, particularly soybeans and beef,
are marginal yet significant in enhancing its food security. Besides
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these staple exports, barley, fish products, and, from 2022 onward,
lithium have also grown in importance.

In 2023, 79% of Argentina’s exports to China were concen-
trated in four key products: soybeans, beef, barley, and lithium.
In contrast, imports from China were highly diversified, including
industrial goods such as computers, phones, machinery, industrial
inputs, and chemicals like glyphosate. This trade dynamic exem-
plifies the core-periphery pattern that has defined the bilateral
relationship over the past two decades and is likely to continue
shaping it in the next years.

Table 3. Main Trade Partnership of Argentina (2019-2023) usp Millions

Exports
2019 2020 2021 2022 2023
1° Brazil Brazil Brazil Brazil Brazil
2° China China China China Us
3° Us Us Us Us China
4° Chile Chile India Chile Chile
5° Vietnam Vietnam Chile India Peru

2019 2020 2021 2022 2023
1° Brazil China China China Brasil
2° China Brazil Brazil Brazil China
3° uUs Us uUs uUs Us
4° Germany Paraguay Paraguay Germany Paraguay
5° Paraguay Germany Germany Bolivia Germany

Source: National Institute of Statistics and Censuses of Argentina. Foreign Trade

(2020-2024).

To promote trade, Argentina and China have signed currency
swap agreements, enabling transactions in their respective cur-
rencies. Additionally, according to the Ministry of Commerce of
the People’s Republic of China (2024: 39), ninety major Chinese
companies are investing in Argentina. These include corco,
China Railway, Bank of China, 1cBc, Huawei, cccc, cNooc,
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PowerChina, citic, China National Building Materials, Shaanxi
Coal and Chemical Industry, cosco Shipping, Tsingshan Hold-
ing Group, China Energy Construction, CRRC, and Zijin Mining.
These companies not only drive trade and financial exchanges
but also facilitate the temporary and skilled migration of Chinese
citizens to Argentina, strengthening the economic and cultural
ties between the two countries.

2. Overview of the Soybean Chain in
Argentina

Argentina recognizes 63 productive chains (Morra et al., 2022: 3),
with the oilseed complex ranking first among export sectors, ac-
counting for 34 % of foreign sales in 2022. In practical terms, one
out of every three u.s. dollars generated from exports comes from
the sale of soybeans, sunflower seeds, peanuts, and olives. Soy-
beans and their derivatives make up the bulk of these foreign sales.
Excluding drought years like 2023, soybean and derivative exports
fluctuated between 27.1 % and 30.6 % of total exports from 2019 to
2023. When oilseeds are combined with cereals —including corn,
wheat, barley, and rice- the two sectors together represented half
of Argentina’s total exports in 2022 (see Table 4)".

In any value chain, it is important to distinguish between pro-
cesses and specific products (Dussel Peters 2018: 52). The process
itself involves an industrialization phase, which is part of the scal-
ing-up process (Dussel Peters 2018:5252). This is the case with the
soybean value cthain in Argentina, which includes three main
stages: the primary sector (comprising production and storage),
industrialization (crushing), and export. However, its impact on

1  Following the development of the Vaca Muerta shale oil and gas fields, there are
expectations that the energy sector will, in the medium term, equal or surpass the
position of the leading value chain currently held by soybeans in Argentine exports.
However, the data in Table 4 still shows a significant gap, with soybean exports re-
maining well ahead.
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Table 4. Argentina’s Main Export Complexes (2019-2023) usp Millions

Export Complexes 2019 2020 2021 2022 2023
Oilseeds 18,867 | 16,730 | 26,389 | 27,989 | 16,718
Soybean grain and byproducts 16,943 | 14,865 | 23,841 | 24,868 | 13,944

Other oilseeds (sunflower, peanut
and olive)

Cereals (corn, wheat, barley and rice) | 10,076 | 9,539 | 13,941 | 16,093 | 9,382

1,924 1,865 2,548 3,121 2,774

Automobile 7,126 4,309 7,100 8,678 8,900
Oil, gas and petrochemicals 5,076 3,660 5,208 9,297 8,439
Metalliferous mining and lithium 5,106 | 3,734 | 4,942 | 5,695 | 5,837
Bovine meat and leather 4,830 | 4370 | 4,772 | 5704 | 4,725

Fruits (grapes, lemon, pears, apples, 2304 | 2169 | 2.164 | 2,041 1811

etc.)

Fishing 1,863 1,730 1,990 1,823 1,777

Pharmaceutical 886 864 1,062 1,082 1,091

Other complex

Total exports 65,115 | 54,884 | 77,934 | 88,446 | 66,789
i’i‘;ztzfsoybean complexintotal | oo | 571 | 306 | 281 | 209

Source: Author s elaboration based on INDEC (2020-2024).

other sectors allows for the identification of five distinct stages,
also incorporating suppliers and markets.

Table 5. Argentina Soybean Production Chain

Production

Crushing

- External markets (85%)
+ 33 Soybean exporters
+ 17 Soybean meal and
pellet exporters
+ 19Soy oil exportes™
« Local market (15%)

End
destination

« Capital
« Goods
- Services

- 2,785
Storages*

- 57,780
Soybean
producers*

« 49 Crushing
plants*

Source: * Ministry of Finance of Argentina, 2019:4.

** Secretariat of Agriculture, Livestock and Fisheries of Argentina, 2023.

In the primary production stage, producers (farmers) are respon-
sible for cultivation. Before sowing, they must invest in capital
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goods (such as tractors and other machinery), agricultural inputs
(seeds, agrochemicals, etc.), land leases (if they do not own land),
and various services. This stage also requires establishing links
with both local and international suppliers.

The Pampas region accounts for 93.4 % of all soybean produc-
ers in Argentina. At both the national and regional levels, there
is a noticeable decline in the number of producers, particular-
ly in the province of Buenos Aires, where the number dropped
by approximately 10 % between the 2018-19 and 2023-24 cropping
seasons (Table 6). This decrease in producers is closely linked to a
reduction in cultivated area, as shown in Table 17.

Table 6. Soybean Producers in Number: Comparison of the 2018-19

and 2023-24 Seasons

2018-

P ot e

2019) 2024) Percentage
Argentina 62,379 100.0 58,039 100.0 -6.9
Pampas region 55,897 93.4 54,213 93.4 -3.0
Buenos Aires 19,802 317 17,800 30.7 -10.1
Coérdoba 15,276 22.5 14,732 253 -3.6
Santa Fe 18,116 29.0 16,807 30.0 -7.2
Entre Rios 3,871 6.2 3,570 6.1 -7.7
La Pampa 1,388 2.2 1,304 2.2 -6.0

Source: Author s elaboration based on Ministry of Agriculture, Livestock
and Fisheries of Argentina (2019, 2024).

After harvest, soybeans are stored in grain elevators or silos before
being transported to industrial processing facilities. According to
the Ministry of Finance of Argentina (2019:4), the country has
49 crushing facilities. At this stage, soybeans can either be sold
as raw materials (beans or seeds) or processed into by-products
such as meal, pellets, crude oil, and lecithin. After crude soy oil is
extracted, it is refined into soy oils, while the transesterification
process converts it into biodiesel and glycerin. In Argentina,
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soybean-derived biodiesel is distributed between the domestic
market (45%) and the global market (55%), according to data
from the Bioeconomy Observatory (2019).

The fifth stage of the soybean production chain involves final
destinations. Approximately 85% of soybeans and soybean by-
products are exported to international markets, while 15% are
allocated to the domestic market (Table 5). In 2023, the Argentine
Customs Office reported exports from 33 soybean exporters, 17
meal and pellet exporters, and 19 oil exporters. Notably, 10 com-
panies accounted for 92.5% of soybean exports, 98.5% of meal
and pellet exports, and 97.8 % of oil exports.

An official report states that the soybean chain ranks eleventh
in its contribution to the national Gross Added Value (GAV), ac-
counting for 2.4 % (Morra et al. 2022: 9). Of this, 48 % is generated
by the primary sector (production and storage), while 52 % comes
from the manufacturing sector (Morra et al. 2022: 54).

3. Export Products from the Argentine
Soybean Value Chain

In 2023, Argentina’s soybean complex exported 13.944 billion usp,
representing 20.9 % of the country’s total foreign sales (Table 7).
Thanks to the productive upgrading process, the 92.6 % of these
exports comprised industrialized products, while the remaining
7.4% were raw materials (soybeans). Argentina also processes
soybeans imported from Bolivia, Brazil, Paraguay, and Uruguay.

In 2018 and 20109, restrictions imposed by China on u.s. soy-
beans led Argentina to import soybeans from the United States
for processing and subsequent export, as reported by the National
Institute of Statistics and Censuses (2024). Moreover, the U.s.
remains a reliable supplier of soybean seeds for planting in Ar-
gentina.

The soybean chain is notable for its extensive diversity of export
destinations, alongside the legumes, sunflower, medicines, and
textile cotton chains (Morra et al. 2022:31). Its principal market
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Table 7. Argentine Soybean Complex Exports (2019-2023) usp Millions

2019 2020 2021 2022 2023
Soybean meals and pellets 8,806 7,806 11,796 | 12,041 8,004
Crude soy oil 3,447 3,894 6,865 6,492 3,530
Refined soy oils 59 121 245 483 638
Soybeans 3,472 2,343 2,814 3,284 1,038
Biodiesel 775 468 1,573 1,851 341
Others (lecithin, glycerol, etc.) 384 353 523 717 393
Total soybean complex 16,943 14,865 | 23,841 24,868 13,944
Argentina total exports 65,115 | 54,884 | 77,934 | 88,446 | 66,789
Share of Argentine total exports 26% 27,1% | 30,6% | 28,1% | 20,9%
Source: Author s elaboration based on National Institute of Statistics and
Censuses of Argentina (2024).
Table 8. Main Export Destinations of
Argentine Soybean Chain Products (2019-2023)usp Millions
2019 2020 2021 2022 2023
European Union 3,404 2,671 5,045 5,679 2,269
ASEAN members 3,031 2,864 4,014 4,101 2,537
China 3,198 2,173 2,393 3,082 1,253
India 1,659 2,048 3,394 3,184 1,487
Middle East 1,161 1,180 2,112 1,805 1,086
Maghreb and Egypt 1,438 1,066 1,484 1,077 945
Chile 123 198 425 467 431
Restof ALADI 525 478 1,034 1,029 1,225
Other destinations
Total 16,943 14,865 | 23,841 | 24,868 13,944

Source: National Institute of Statistics and Censuses of Argentina, Exporting Complexes,
2020-2024.

is the European Union, followed by member countries of the As-
sociation of Southeast Asian Nations (ASEAN), China, and India.

At the country level, India and China are the soybean chain’s
primary trading partners. In recent years, India has increased
its share of Argentine exports, surpassing China as the leading
importer (see Table 8).
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In 2023, soybean meals and pellets were predominantly export-
ed to ASEAN countries such as Vietnam, Indonesia, and Malay-
sia, as well as to the European Union and Middle Eastern nations.
A substantial 90.3 % of total soybean exports (raw materials) were
shipped to China.

Thirty-five percent of crude soy oil was exported to India,
with the remainder distributed among China, Bangladesh, Peru,
South Korea, and other countries. Refined soy oil was primarily
exported to Chile, Spain, and Italy, while lecithin found markets
in Chile, the Netherlands, Ecuador, India, and others.

Moreover, 93.5% of exported biodiesel was destined for the
European Union, with the remaining portion sent to Chile. Lastly,
soybean seeds for planting were consistently purchased by the
United States, Bolivia, and Uruguay.

Table 9. Distribution of the Main Soybean Exports by Countries
and Region (2023) usp Millions

M;::IS;:d Soy oils Soybeans Biodiesel szzgs
European Union 1,528 320
Middle East 1,078
USMCA 273 55 5
Restof ALADI 501 603 14
ASEAN 2,504 14
India 1,477
China 310 937
Uruguay 12 9
Other countries 2,381 1,491 13 21 3
Total 8,004 4168 1,019 341 17

Source: Author s elaboration based on National Institute of Statistics
and Censuses of Argentina (2023).

China plays a dominant role in most of Argentina’s export chains.
In 2019, two products—soybeans and beef-accounted for 79 % of
Argentina’s sales to China. However, this percentage dropped to

60% in 2023 due to the drought. That year, China solidified its
position as the leading destination for Argentina’s exports of beef,
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soybeans, barley, and lithium, further strengthening its role in
these key sectors of Argentina’s foreign trade.

Additionally, China ranked second in the destination of ex-
ports of peanuts, tobacco, lead, as well as products from the poul-
try and fishing sectors.

This outlook highlights China’s importance as a trading partner
for Argentina, not only in agricultural products like soybeans and
barley, but also in emerging sectors such as lithium -a critical re-
source in the context of the global energy transition (see Table 10).

Table 10. Exports to China by Main Export Complexes (2019-2023) usp Millions

2019 2020 2021 2022 2023

Soybean 3,198 2,173 2,393 3,082 1,253
Beef 2,368 1,923 1,942 2,469 1,908
Barley 19 82 432 654 631
Lithium 290 364
Fishing complex 431 355 186 228 268
Oil, gas and petrochemicals 227 68 5 182 135
Peanut 103 86 45 76 59
Forest complex 112 103 123 75 59
Pharmaceutical sector 31 30 39 48 28
Dairy 37 38 55 47 29
Grapes 30 27 35 23 20
Total exports to China 7,053 5,397 6,295 8,015 5,270
Argentina total exports 65,115 | 54,884 | 77,934 | 88,446 | 66,789
% of China in the total exports 10.8 6.9 8 9 7.8

Source: Author s elaboration based on National Institute of Statistics and Censuses of
Argentina (2019-2023).

Since China primarily imports soybeans for its processing fa-
cilities, the highest sales peak to China occurred in 2019, when
Argentinas industrial complex processed 79.5 % of its soybeans,
leaving 20.5% for raw material. That year, China imported 7.9
million tons of soybeans worth 3.174 billion us D, accounting for
95 % of Argentina’s total soybean exports and approximately 8 %
of China’s total soybean imports.
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China has also been a consistent buyer of crude soybean oil,
except in 2016 and 2017, according to data from the National In-
stitute of Statistics and Censuses (2024). In 2007, soybean oil sales
peaked at 2,208 million tons, but by 2023 they had dropped to
310,000 tons due to the steady development of China’s domestic
crushing industry following the global economic crisis of 2007-2008
and the 2010 bilateral political crisis (Oviedo 2012). Since then,
China has reduced its imports of crude soy oil from Argentina.

China’s purchases of soybean meal have been more sporadic.
National Institute of Statistics and Censuses data show purchases
between 1.3 and 2.3 million tons from 2013 to 2016. In 2019, the
National Service of Agri-Food Health and Quality (2019) reported
the signing of an agreement for the export of soybean meal to
China, although National Institute of Statistics and Censuses data
do not record exports to China between 2017 and 2023. However,
since 2018, the Simplified Agricultural Information System of the
National Institute (2024) has reported sales of meal to a significant
confidential destination. In 2023, 626 million usD worth of meal
were sent to this destination, representing 7.8 % of total soybean
meal and pellet exports. Although the exact destination has not
been disclosed, it is presumed to be China, though there is no of-
ficial confirmation.

Table 11. Argentine Soybean Complex Exports to China (2019-2023) usp Millions
2019 2020 2021 2022 2023

Soybean meals and pellets

Soy oils 162 296 418 169 310
Soybeans 3,012 1,867 1,945 2,891 937
Biodiesel

Others (lecithin, glycerol, etc.)

Soybean complex exports to 3,198 2173 2,393 3.082 1253

China
Soybean complex exports 16,943 | 14,865 | 23,841 | 24,868 | 13,944
Argentina total exports 65,115 54,884 77,934 88,446 66,789

Source: Author s elaboration based on National Institute of Statistics and

Censuses of Argentina (2024).
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4. Soybean Chain, China, and the Effects on
the Pampas Region

The soybean exports from the Pampas region to China have sev-
eral effects on both the region and the soybean value chain that
merit analysis. These effects include:

Between 2019 and 2023, the Pampas region contributed an average
of 75.4% of Argentina’s total exports. In other words, approxi-
mately three out of every four dollars generated from exports came
from this region.

Export volumes vary by province. According to the National
Institute of Statistics and Censuses of Argentina (2023), in 2023,
Buenos Aires accounted for 39.3 % of the country’s total exports,
followed by Santa Fe with 17.4 %, Cdérdoba with 12.4 %, Entre
Rios with 1.7 %, La Pampa with 1.2 %, and the Autonomous City
of Buenos Aires (CABA) at 0.5 %. Notably, the three leading pro-
vincial economies -Buenos Aires, Santa Fe, and Cérdoba- repre-
sented 69 % of Argentina’s total exports, 67.9 % of exports to China,
and 82.2 % of soybean complex sales to China.

In 2023, the Pampas region accounted for 97.4 % of soybean
complex exports (see Table 12). This significant share highlights
the region’s alignment with the country’s overall commercial des-
tinations (see Table 9). That year, the Pampas region exported 77 %
of Argentina’s total soybean complex sales to China, amounting
to0 4.038 billion usD out of 5.270 billion Us D in total exports to this
market (see Table 13). China only represented 9% of soybean
sector exports, totaling $1.253 billion, of which 89 % originated
from the Pampas region. Specifically, Santa Fe contributed 448
million usp (35.7%), Buenos Aires 322 million usp (25.7%),
Coérdoba 285 million usDp (22.7 %), Entre Rios 61 million UsD
(4.8 %), and La Pampa 26 million usD (2 %), as shown in Table 14.

Since 80 % of oilseed crushing occurs in plants located in the
Gran Rosario area along the Parana River (Calzada and Treboux



ARGENTINE SOYBEAN EXPORTS TO CHINA

Table 12. The Pampas Region in Soybean Complex Exports

(2019-2023) usp Millions

the complex

2019 2020 2021 2022 2023
Argentina’s total exports 65,115 54,884 77,934 | 88,446 | 66,789
Pampas region total exports 48,621 | 41,271 | 60,529 | 68,468 | 48,427
Share of Pampas region in 74.6 75.1 77.6 77.4 725
Argentina exports
Total exports of soybean 16,943 | 14,865 | 23,841 | 24,868 | 13,944
complex
Pampas region soybean complex | o1 |14 o0 | 23308 | 24236 | 13,585
exports
Share of the Pampas region on 9.6 97.7 98.1 974 974

Source: Author s elaboration based on National Institute of Statistics and Censuses of

Argentina (2020-2024).

Table 13. The Pampas Region in Soybean Complex Exports
to China (2019-2023) usp Millions

exports

2019 2020 2021 2022 2023
Total exports to China 7,053 5,397 6,295 8,015 5,270
Share pf total exports of 1% 10% 8% 9% 8%
Argentina
Pampas region exports to China 5,506 4,304 5,171 6,546 4,038
Share .of total e).(ports of 78% 80% 82% 82% 779%
Argentina to China
Soyfbean complex exports to 3,198 2,173 2,393 3,082 1253
China
Share of total exports to China 45% 40% 38% 38% 24%
Share of soybean complex 18.8 14.6% 10% 12.4% 9%

Source: Author s elaboration based on National Institute of Statistics

and Censuses of Argentina (2020-2024).

2021), the soybean chain holds a significant share of total exports
from Santa Fe province. In 2022, this chain accounted for 65.3 % of
provincial exports, with China representing only 7.4 %. However,
3.3 % of these were soybean complex exports to China, which ac-
counted for 45.2 % of the province’s total sales to China.
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In Cérdoba, the soybean complex accounted for 36.9 % of total
exports and China’s imports for 8.6 %. Of the total exports from
the soybean complex, 6.5 % were directed to China, representing
63.6 % of the province’s sales to that market. In Buenos Aires, the
complex contributed 20 % to provincial exports, with China ac-
counting for 9.7 %. However, sales from the complex to China
represented only 2.7 % of the province’s total exports. In Entre Rios
and La Pampa, the soybean complex represented 10 % and 7.2 %
of total exports, respectively, while sales to China reached 27.5%
and 20.6 % of total exports from those provinces.

Table 14- The Soybean Chain and China in the Pampas Provinces (2022-2023)

FOB Value in usp Millions

Province 2022 % 2023 %
region region
Buenos Aires
Total exports 33,972 49.6 26,298 54.3
Soybean chain exports 6,602 9.9 4,156 8.5
Exports to China 3,101 4.5 2,150 4.4
Soybean chain exports to 914 1.3 323 0.6
China 2.7% 1.2%
Share of soybean chain 9.1% 8.2%
export to China in Buenos 29.4% 15.0%
Aires total exports
Share of exports to China in
Buenos Aires total exports
Share of soybean chain in the
Buenos Aires total exports
to China
Cordoba
Total exports 12,845 18.7 8,308 17.1
Soybean chain exports 4,748 6.9 2,207 4.5
Exports to China 1,117 1.6 448 0.9
Soybean chain exports to 836 1.2 285 0.6
China 6.5% 3.4%
Share of soybean chain 8.6% 5.4%
export to China in Cérdoba 75% 63.6%
total exports
Share of exports to China in
Cordoba total exports
Share of soybean chain in
the Cérdoba total exports to
China
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Entre Rios

Total exports 1,910 2.7 1,114 2.3
Soybean chain exports 192 0.2 61 0.1
Exports to China 525 0.7 229 0.5
Soybean chain exports to 191 2.7 61 0.1
China 10% 100 %
Share of soybean chain 27.5% 20.6%
export to China in Entre 36.3% nr
Rios total exports
Share of exports to China in
Entre Rios total exports
Share of soybean chain in
the Entre Rios total exports
to China

La Pampa
Total exports 1,182 1.7 777 1.5
Soybean chain exports 85 0.1 26 0.05
Exports to China 241 0.3 144 0.3
Soybean chain exports to 85 0.1 26 0.05
China 7.2% 3.3%
Share of soybean chain 20.4% 18.6%
export to China in La Pampa 352% 18%
total exports
Share of exports to China in
La Pampa total exports
Share of soybean chain in
the La Pampa total exports
to China

Santa Fe
Total exports 19,160 27.9 11,612 23.9
Soybean chain exports 12,520 18.3 7,101 14.6
Exports to China 1,417 2.1 985 2.0
Soybean chain exports to 641 0.9 424 0.9
China 3.3% 3.6%
Share of soybean chain 7.4% 8.5%
export to China in Santa Fe 45.2% 43%
total exports
Share of exports to China in
Santa Fe total exports
Share of soybean chain in
the Santa Fe total exports to
China

Total of Pampas region exports 68,468 48,427

Source: Own elaboration based on Ministerio de Economia (2023-2024).

NR: no record.




LATIN AMERICAN EXPORTS TO CHINA.

The soybean value chain is the most significant in the Pampas
region, with a crucial role across all provinces, particularly in Santa
Fe, Cordoba, and Buenos Aires. China’s role as an importer of raw
materials is relatively diminished in the context of soybeans, as the
region exported 89 % of the 9 % of total soybean chain exports to
China. This suggests that Chinas importance decreases at the lo-
cal level, especially in Buenos Aires province, where soybean sales
to China accounted for 9.1 % of total exports in 2022. In contrast,
China significance grows in Cérdoba and is particularly critical
for the economies of Entre Rios and La Pampa, where China is
their primary trading partner. While soybean exports to China
are not as significant for Santa Fe, the province remains important
due to its dominance, accounting for 80 % of Argentina’s industry
facilities and export ports. Notably, China’s relevance increases in
these provinces when considering exports from other value chains,
such as beef and cereals.

The foreign exchange income generated by exports to China
should benefit producers and stimulate economic development
in the region. However, the national government’s imposition of
high export duties on soybeans and their by-products siphons off
approximately one-third of these resources. This reduction impacts
profit margins and reinvestment capacity, discourages production,
and weakens the “spillover effect” on provincial economies. Nota-
bly, in 2023, the Pampas region accounted for 97.5 % of soybean
value chain sales and 77 % of soybean exports to China. As a result,
export duties have become a major point of contention between
provincial governments, producers, and the national government.

According to The World Bank (2024), Argentina imposes the
highest percentage of export duties globally, followed by Kazakh-
stan, Russia, Tajikistan, Guinea-Bissau, the Solomon Islands, and
51 other countries that apply such taxes. Between 2002 and 2022,
these duties accounted for approximately 5.5% of total revenue
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(Allan et al. 2024). The Argentina National Budget Office (2024)
reports that export duties represented 8.9 % of national budget
revenues in 2024. This underscores the significance of this rev-
enue source for the national-state and complicates any potential
replacement, as noted by Allan et al. (2024).

Export duties and other fiscal measures have reignited the long-
standing debate about development in Argentina. Since the strug-
gles for national consolidation in the nineteenth century, two
development models have been in conflict: spontaneous develop-
ment and state intervention (Jaguaribe 1968: 12), creating tensions
between the central government and the provinces. Historical re-
cords indicate that Argentina has imposed export duties since
1850 (Allan et al. 2024). By the late nineteenth century, under the
spontaneous development model, Argentina specialized in export-
ing meat and grains from the Pampas region to Europe, primar-
ily to the United Kingdom. However, the 1929 Economic Crisis,
the Great Depression, the rise of protectionism, and the loss of the
“British partner” (Lants 2001:299-427) led to the collapse of
the agri-export model.

Since then, state intervention has fostered Import Substitution
Industrialization (1s1) and the welfare state, partially financed
by revenues from grain exports. Institutions such as the Grain
Regulatory Board (established in 1933) evolved into the Argen-
tine Institute for Exchange Promotion (1946) and later into the
National Grain Board (1963). These state entities facilitated con-
nections between producers and international markets, set prices,
and guided exports. Although this model of direct intervention
was abolished in 1991, it was indirectly reintroduced in 2002 with
the imposition of export duties, generating ongoing conflicts
between producers and provinces against the national government
—a tension that persists to this day.

Export duties place a heavy burden on the soybean sector.
Decree 790 of 2020 establishes tariffs of 33 % for soybeans, 31 %
for crude soy oil and its by-products (meals, pellets, and expellers),
30 % for bulk refined oil, and 25 % for refined oil in containers of up
to 5 liters (Argentine Oilseed Industry Chamber 2024). Practically
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one out of every three ships of soybeans destined for China gener-
ates revenue solely for the state in export duties. In contrast, the
United States and Brazil —Argentina’s main competitors— do not
impose such taxes; instead, they promote agricultural stimulus
policies.

These tariffs adversely affect producers, reduce landowners’
income, and decrease provincial revenues, as export duties are
not shared with subnational units. They also hinder local develop-
ment by limiting reinvestment and the expansion of agricultural
activities in the region, thereby obstructing increases in yield per
hectare. For instance, a comparative study by the Rosario Board of
Trade shows that Argentina maintained an average soybean yield
of 2.7 tons per hectare, while Brazil’s yield increased from 2.77 tons
at the beginning of the century to 3.43 tons per hectare (D’Angelo
et al. 2024). This duty has fueled ongoing tensions between the
national government, producers, and the producing provinces,
particularly Buenos Aires, Santa Fe, and Cérdoba, a conflict that
has been evident since the Argentina’ agrarian crisis of 2008.

Export duties transfer foreign currency to the national govern-
ment, which uses these funds to subsidize the industrial sector,
implement redistributive policies, lower domestic food prices, or
finance social assistance programs as part of the welfare state.
Some argue that this duty aims to reduce the profitability of large
landowning families in the Humid Pampas or to compensate
for the environmental impact of agricultural production. However,
the burden of the duty primarily falls on the producer, who has
no influence over the final price of soybeans, which is set on the
Chicago Board of Trade. Consequently, the benefits of high soy-
bean prices do not automatically reach producers and provinces,
as the national government collects at least a quarter of the value
of soybeans in taxes.

Export duties significantly impact trade with China. Both Ar-
gentina and China employ state intervention development models
that affect bilateral trade dynamics: Argentina imposes taxes on
soybean and its byproducts, while China, according to Bergero
et al. (2018), levies import tariffs of 9% on oil, 5% on meals, and
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3% on soybeans. Additionally, China imports only small quanti-
ties of industrialized byproducts, aside from a minimal amount of
crude soy oil. In 2023, China consumed 18.1 million metric tons
of soy oil but imported only 400,000 tons, of which 310,000 tons
originated from Argentina (Table 11).

These trade policies have created a “war” for soybean crushing,
as both countries possess substantial processing facilities. Accord-
ing to Li Feng, Assistant Director of Yihai Kerry Company, China’s
soybean crushing industry has an annual capacity ranging from
190 million to 200 million metric tons (Li, 2023). In Argentina,
the national crushing capacity is approximately 68.6 million tons
annually, with 80 % concentrated in the Gran Rosario area along
the Parand River (Calzada and Treboux 2021).

Although the differential in export duties between soybeans
and by-products is only 2 % (except for refined oils), it incentivizes
the export of by-products, diverting these sales to other markets.
In 2023, out of the 13,944 billion usp exported by the soybean
sector, 57.4% corresponded to soy meals and pellets, 25.3% to
crude soy oil, 7.4% to soybeans, 4.5% to refined soy oil, 2.4 %
to biodiesel, and 2.8 % to other products. The main destinations for
meals and pellets included ASE AN countries, the European Union,
and the Middle East. Crude soy oil was primarily exported to
India, with smaller amounts going to China, South Korea, Bangla-
desh, and Morocco. Refined soy oil’'s main destination was Chile,
while 90.2 % of soybeans were exported to China. Without these
differential duties, Argentina would likely export more soybeans
to China, following the practices of the United States and Brazil,
but would shift to a primary export goods model.

Export duties enable value addition, generate employment, and
shift trade toward industrialized products. However, they also dis-
tort Argentina’s trade balance, potentially showing a surplus with
China while creating deficits with other trading partners, such as the
European Union, with whom Argentina currently maintains
surpluses or balanced trade. Thus, while export duties promote
industrialization and employment, they do so at the expense of
trade liberalization, creating tensions and lowering profitability
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for producers and provincial governments. Furthermore, state in-
tervention through exchange rate control further facilitates the
transfer of resources from producers to the state.

Historically, Argentina lacked Chinese oilseed processing and ex-
port facilities. In 2014, corco (China’s National Cereals, Oils,
and Foodstuffs Corporation) acquired 51 % of Noble Agri, a
Singapore-based company with a processing plant at the port of
Timbues in Santa Fe province. A month later, corco expanded
its presence in the cereal and oilseed trade by purchasing a 51 %
stake in Nidera, a Dutch agribusiness company with operations
in Argentina.

By 2016, corco had acquired the remaining 49 % of Noble
Agri, and in 2017, it secured the final 49 % stake in Nidera (COEF-
co International 2024). In just three years, corco achieved full
ownership of both companies operating in Argentina. While these
acquisitions did not create new jobs, they did help preserve exist-
ing employment.

These acquisitions positioned cOFco prominently in the pro-
cessing and export of oilseeds and cereals in Argentina and glob-
ally. The grain trade in Argentina is fragmented among various
companies, but corco consistently ranked among the leading
exporters of beans, flours, pellets, and soybean oil. In 2023, the com-
pany was the eighth-largest exporter of soybean beans, the sev-
enth-largest exporter of pellets, and the sixth-largest exporter of
oil, according to Argentine Customs data (see Table 13).

In 2017, the China National Chemical Corp (ChemChina), a
company that also operates in Argentina, acquired 97 % of Syn-
genta’s shares for 43 billion us . Following an agreement between
corco and Syngenta, ChemChina gained control of Nidera Seeds
in November of that year. Syngenta specializes in the development,
production, and marketing of seeds for planting, agrochemicals,
and biodiesel, and acts as an exporter through Syngenta Agro.
Although Syngenta’s share of soybean chain exports is smaller
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Table 15. Ranking of Exports by Exporter of Soybeans
and By-Products (2023) Metric tons

Companies Soybeans % M;:llls:::d % Soy oils %
CHS de Argentina 502,543 26.7
Amaggi Argentina 278,044 14.7
Cargill 234,734 12.8 |2,260,326 |13.8 |605,507 |[18.0
ADM Agro 202,240 10.7
LDC Argentina 143,570 7.6 1,974,209 | 12.1 |[446,934 |13.3
ACA 137,570 7.3 153,170 0.9 |44,900 1.3
coFco International 70,577 3.7 1,573,846 | 9.6 314,220 |9.3
Silte:inosa Moreno - 70,057 |37 |4465533 |27.3 [1,019,23530.4
Syngenta Agro 69,526 3.6 117,155 0.7 |33,196 0.9
Bunge Argentina 35,000 1.8 1,783,408 |10.9 |[255,837 |7.6
Aceitera General Deheza 1,885,857 |11.5 |176,330 |5.2
Molinos Agro 1,711,537 | 10.5 |374,285 |11.1
Others
Total 1,881,179 | 100 |16,351,394 | 100 | 3,357,120 | 100

Source: Author’s elaboration based on Argentina Customs (2023).

compared to COFcO’s (see Table 15), its strategic importance in
the seed market is significant.

Syngenta leads in the research, development, production, and mar-
keting of sunflower seeds, while Nidera ranks second. This merger
resulted in the companies controlling 60 % of the market (cNDcC,
2021). Consequently, the National Commission for the Defense
of Competition (cNDC) raised objections to the acquisition.
However, in 2023, following a divestment proposal to sell various
assets to Nuseed company in the sunflower seed sector, the cNDC
and the Secretary of Commerce approved Syngenta’s acquisition
of Nidera (cNDc 2023: 2-3).

These Chinese companies have invested in a country special-
ized in agricultural production and export, navigating a fragment-
ed market characterized by competitiveness and the presence of
major transnational companies in grain trading. In doing so, they
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have assimilated top-tier practices and knowledge in a peripheral
country.

A cost study by the Rosario Board of Trade indicates that for
soybeans, truck transport over distances exceeding 710 kilometers
accounts for 12.3 % of the total sale price, while for distances of
1,150 kilometers, the cost rises to 15.6 %. In contrast, rail transport
reduces these costs to 6.9 % and 9.5 %, respectively, representing
savings of 44 % and 39 % (Sesé, Treboux, and Ybanez 2021). How-
ever, due to Argentina’s outdated railway system, 85 % of grain pro-
duction is still transported by truck, in stark contrast to practices
in the United States and the European Union (Alvarado Ledesma
2024). Given this scenario, developing the railway network is
a strategic factor in the transportation of soybeans and other com-
modities from crop areas to ports. Under the state intervention
model, Belgrano Cargas y Logistica, a state-owned company re-
sponsible for freight railway transport in Argentina, has received
substantial investments from China Machinery Engineering Cor-
poration (cMEcC) through intergovernmental loans granted by
Chinese banks and international agencies. These funds have been
used to acquire rolling stock and rehabilitate 1,500 kilometers of
cargo rail lines. However, in January 2025, President Javier Milei
decreed the privatization of Belgrano Cargas y Logistica, creating
new challenges for cMEc, which had been investing in the com-
pany for the past decade.

Another way in which Chinese companies are integrated into the
soybean chain is through the sale of agricultural inputs. Argen-
tina imports various raw materials for agricultural production
from China, primarily glyphosate. Additionally, due to a deficit
in domestic fertilizer production, Argentina imports phosphate
and urea for planting cereals and oilseeds, which are essential
inputs in the primary stage of the production chain. According
to the Ministry of Economy of Argentina (2023:26), in 2022, Ar-
gentina imported 12 % of its total fertilizers from China (see Table
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16). Furthermore, Argentina also imports other capital goods that
indirectly impact the soybean sector, such as tractors, machinery;,
engines, tools, and generators.

Table 16. Argentine Soybean Complex Main Imports from China
(2020-2023) usp Millions

2020 2021 2022 2023
Glyphosate 167 334 552 168
Monoammonium 33 229 194 113
phosphate
Urea 3 9 0,8 8

Source: Author s elaboration based on National Institute
of Statistics and Censuses of Argentina (2024).

It is important to note that Argentina operates under capital con-
trols and multiple exchange rates. Producers sell their soybean
production at the official exchange rate, minus export duties,
but purchase imported agricultural inputs at either the real dollar
rate or the official rate ~both of which are consistently higher than
the price at which they sell their exports. This disparity generates
significant additional costs for producers, further constraining
their profits.

Growing international demand, along with biogenetic and other
technological advancements, has expanded Argentina’s agricul-
tural frontier. The area planted with soybeans increased from 12.5
million hectares during the 2002/03 campaign to a peak of 20.5 mil-
lion hectares in 2015/16 (see Table 17). Corn followed a similar
trend, with its cultivated area rising from 3 million hectares in
2002 to 10.5 million hectares by 2023, according to the Secretariat
of Agriculture, Livestock, and Fisheries of Argentina (2024). Bar-
ley and cotton also saw comparable growth over this period.
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The expansion of crop areas has transformed production in the
Pampas region, where soybeans and corn have become increasing-
ly dominant. This shift has pushed a portion of the livestock in-
dustry to peripheral areas with less fertile land. A 2019 study by
Argentina’s Secretariat of Agriculture, Livestock, and Fisheries
revealed a 19.3% decline in the number of livestock establish-
ments in the Pampas region between 2011 and 2019. In contrast,
the northeastern region of Argentina saw a 49.4 % increase in the
number of establishments during the same period. The report also
indicates that 43 % of livestock establishments with fewer than 50
animals in the Pampas region closed during this timeframe.

Map 2. Geographical Distribution of the Surface Area Reported by Departments
Soybean Campaign (2021-2022) (by Department in has.)

References
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Source: Ministry of Agriculture, Livestock and Fisheries of Argentina (2022).
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The displacement of livestock to peripheral agricultural areas
resulted in a notable loss of added value and employment in the
Pampas region. However, despite the relocation of some livestock
activities, the sector increased exports due to rising demand from
China and, to a lesser extent, from the European Union, the United
States, Chile, Israel, and other markets.

Table 17. Estimated Area Planted with Soybeans in Argentina
(2002-2023) Metric hectares
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Source: Author’s elaboration based on Secretariat of Agriculture (2024).

The term “agriculturalization™ —a more precise descriptor than the
simplistic “soyization”- was not the only factor contributing to
the decrease in the number of livestock establishments in the
Pampas region. The higher profitability and ease of cultivating
soybeans, corn, or barley led many producers to shift from live-
stock to crop production. Additionally, advances in biotechnology
and agricultural modernization increased yields per hectare while
reducing employment in the sector, prompting many rural work-
ers to migrate to large cities, primarily to the suburbs of Buenos
Aires, Rosario, and Cordoba.

2 “The process of ‘agriculturization’ is defined as the increasing and continuous use of
land for agricultural crops instead of livestock or mixed uses” (Manuel-Navarrete
2005:7).
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Other factors, such as high internal transportation costs to the
ports, elevated export duties, the greater profitability of alterna-
tive crops, and the impacts of drought, have contributed to a
declining trend in the area planted with soybeans. This area de-
creased from 20.5 million hectares in the 2015/16 season to 15.9
million hectares in the 2022/23 season (Table 17). Unlike the ex-
pansion trends seen in the United States and Brazil, Argentina
recorded a slight contraction in soybean cultivation, resulting in
idle capacity in the crushing industry and forcing companies to
import soybeans from other countries. This trend is particularly
evident in the province of Buenos Aires, where the planted area
dropped from 6.8 million hectares in 2015/16 to 5 million hectares
in 2023, according to the Secretariat of Agriculture, Livestock and
Fisheries of Argentina (2024). Only the province of Misiones in
the north of the country has increased its soybean planting area
since 2016.

The soybean sector employs 386,495 people, including registered
employees, informal workers, and the self-employed (Morra et
al. 2022: 64). Characterized by high labor informality, the sec-
tor ranks seventh in the country, with 59.2 % of its workforce in
informal employment. It is also the eighth-largest provider of em-
ployment in Argentina, accounting for 2% of total employment
(Morra et al., 2022: 19). An approximate figure provided by the
Rosario Board of Trade indicates that the soybean sector gener-
ated 404,183 jobs in the third quarter of 2021, accounting for 2.5 %
of total employment in Argentina (Table 18).

To estimate employment in the soybean sector, the Mediterra-
nean Foundation (2011) established a multiplier of 0.015 per hect-
are planted. This means that for every 1,000 hectares of soybeans
planted, approximately 15 jobs are created across various sectors
of the chain. Based on this indicator, Sorrentino and Thomasz
(2014:26) estimate that “for every job created in the oilseed pro-
cessing industry (which is 90 % soy), 18 jobs are generated in the
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Table 18. Employment in the Soybean Chain by Stage of Economic Activity

St Empl Share in the Total Share in the Total of
age mployees Soybean Chain the AAC*

Inputs and

nputs an 35,733 9% 36,8%
machinery
Primary sector 246,847 61% 17,1%
Industrialization 36,731 9% 4,7%
Trade 46,938 12% 5,0%
Transport and 33,439 3% 18.6%
storage
Related services 4,495 1% 39,8%
TOTAL 404,183 100 % 11,7%

Source: Author s elaboration based on Tomas Rodriguez Zurro — Emilce Terré, Rosario
Board of Trade (2022).

* Argentine Agri-Food Chain.

rest of the economy.” Given that soybeans account for 90 % of oil-
seeds, each job in the soybean manufacturing industry generates
around 16.2 jobs in the broader economy.

Using both multipliers, it is possible to estimate the employ-
ment generated by soybean and crude soy oil exports to China.

Table 19. Employment Estimates from Soybean Chain Exports to China (2019-2023)

Product Pampas
Extruded Total
exportto  Export tons . Yield* Has. Index** region
. 0il Employment
China Employment
Soybeans
8,962,120,000 2,688,904 0.015 40,333 38,961
2019 Crude 3,333
. 252,029,000 70% 108,023 0.0162 1,749 1,734
soy-oil
Soybeans
5,475,487,309 1,875,809 0.015 28,137 27,489
2020 Crude 2,919
) 415,426,666 70% 203,311 0.0162 3,293 3,217
soy-oil
Soybeans
3,745,285,116 1,334,666 0.015 20,021 19,640
2021 Crude 2,806
. 372,735,000 70% 189,764 0.0162 3,074 3,015
soy-oil
Soybeans
4,924,688,387 1,782,370 0.015 26,735 26,039
2022 Crude 2,763
) 130,700,000 70% 107,060 0.0162 1,734 1,688
soy-oil
Soybeans
1,736,405,971 995,645 0.015 14,934 14,545
2023 Crude 1,744
. 310,422,214 70% 254,277 0.0162 4,119 4,011
soy-oil

* Secretariat of Agriculture, Livestock and Fisheries of Argentina. Estimaciones agricolas
(2024). ** Sorrentino y Thomasz (2014:25).
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For soybeans, the amount exported to China is divided by the
national average yield per hectare, as provided by the Secretariat
of Agriculture, Livestock, and Fisheries of Argentina (2024), and
then multiplied by the employment multiplier of 0.015. In the case
of crude soy oil, it is important to note that the yield of extruded oil
from soybeans is estimated at 70 % for Argentina (Maciel, Wagner,
and Bartosik, 2022:1). Therefore, the quantity of soybeans required
to produce the amount of soy oil exported to China must first
be calculated. Once this amount is determined, it is divided by
the yield and multiplied by 0.0162, the employment multiplier for
soybean manufacturing.

As a result, exports from the soybean complex to China em-
ployed 19,053 people in 2023: 14,934 in the production of soybean
beans and 4,119 in oil processing. Employment peaked in 2019,
with a total of 42,082 workers: 40,333 in soybean production and
1,749 in soy oil processing. This estimate refers to total exports
from the complex to China, which, in addition to the Pampas re-
gion, includes soybeans produced in other provinces. Since the
Pampas region accounted for approximately 97.4 % of complex
sales in 2023 and 96.6 % in 2019 (according to Table 12), the total
employment generated by exports to China in the Pampas region
would amount to 18,556 workers in 2023 and 40,695 in 2019.

According to the 2018 National Agricultural Census, the Pam-
pas region was home to 210,670 farm residents, representing 30 %
of Argentina’s agricultural population (Table 20). This figure in-
cludes producers, partners, family and non-family members of
producers, workers, and unemployed residents. Excluding the un-
employed, the soybean sector accounted for 40,695 jobs in 2019
(28.8 %) and 18,556 jobs in 2023 (13.1 %) of the region’s 141,027
employed residents.

Mechanization and intensive farming practices have signif-
icantly reduced job opportunities in the Pampas region, where agri-
cultural employment accounts for only 28.2% of the 500,004
agricultural jobs nationwide. This contrasts with other provinces,
such as Misiones and Santiago del Estero, where a larger share of
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the workforce remains engaged in agricultural activities (Argen-
tina, 2021).

Table 20. Resident persons by legal type, relationship with the producer and work in
the farming unit, by province (as of June 30, 2018)

Producers, partners and producers’ relatives
P P!

Non-
Producers . Working 01? Non-
. Working ) working
Province or . working  non- Employed employed
relatives ) . non- ,
partners relatives  relatives . residents
relatives
i‘i'zos 87977 | 52173 | 8241 | 16314 | 8306 | 10927 | 8385 | 21,001 | 14713
Cordoba | 45744 | 35014 | 5305 | 12272 | 5808 | 6984 | 4645 | 7204 3,526
Entre
Rioe 33299 | 27,869 | 5510 | 10858 | 6341 | 3020 | 2140 | 3248 2,182
L
¢ 9726 | 8109 | 1687 | 3387 | 1406 | 1405 | 224 1,336 281
Pampa
SantaFe | 33924 | 23664 | 3,128 | 6601 | 2950 | 6144 | 4841 | 6365 3,895
3
r:;;’;s 210,670 | 146829 | 23871 | 49432 | 24811 | 28480 | 20235 | 39244 | 24597
Count
to‘t’;" Y1 700670 | 595505 | 106074 | 271745 | 106720 | 58952 | 52014 | 63233 | 42012

Source: Author s elaboration based on Argentina 2018 National Agricultural Census.
Final Results (2021:704).

Soybean exports generate significant environmental impacts in
productive areas that must be carefully evaluated. These effects,
generally detrimental to the environment, are borne entirely by
society or, when a direct causal relationship can be established,
by the responsible companies. Various authors have estimated
the environmental liability associated with soybean cultivation
in Argentina (Merenson n.d.; Moreno Halberstadt 2016; Carlo-
siano and Morey 2022). This liability includes aspects such as soil
erosion, nutrient export, deforestation, loss of the environmen-
tal service of carbon sequestration and storage, as well as the valu-
ation of ‘virtual water’ (Merenson n.d.:2).
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Crop rotation and other Good Agricultural Practices, promoted
by non-profit organizations and state entities such as the National
Institute of Agricultural Technology (1NTA) and the National Ser-
vice of Agri-Food Health and Quality (SENASA) in Argentina,
help mitigate the soil erosion caused by soybean cultivation. These
practices include rotating soybeans with crops like corn, wheat,
or peas, depending on the region. However, according to Professor
Sergio Montico, water erosion in the Pampas region continues to
degrade soils, diminishing both their productive capacity and their
ability to provide essential ecosystem services (Hiba 2024).

Although a strong association has been found between the
deforestation of native forests and the area planted with soybean
(Pincén et al. 2010). Deforestation is not a pressing problem in the
Pampas region, except in the province of Cérdoba. There, de-
forestation affected 20,571 hectares, accounting for 9.7 % of the
national total in 2022, according to the Ministry of Environment
and Sustainable Development of Argentina (2022:9). In total, the
deforested area in the Pampas region reached 28,392 hectares,
equivalent to 13.7 % of the national total. However, 80 % of defores-
tation in Argentina is concentrated in the northern provinces, such
as Santiago del Estero, Salta, Formosa, and Chaco (Greenpeace,
2023), because of the expansion of the agricultural frontier. In those
provinces, the area planted with soy has remained stable, except in
Misiones, where it has continuously grown since 2011, although
with a slight decline in 2021, according to data from the Secretariat
of Agriculture, Livestock, and Fisheries of Argentina (2024).

In recent years, the EU Deforestation Regulation (EUDR) pro-
hibits the entry into the European Union of soybean and other
products from areas deforested after December 31, 2020. This regu-
lation will come into effect on December 31, 2025. “China has re-
cently voiced opposition to the EUDR, primarily due to concerns
about sharing geolocation data. This data is seen as a security risk,
complicating compliance for Chinese exporters” (Steward 2024).
In contrast, local and transnational companies based in Argen-
tina are already adapting to this new regulation. For example, in
May 2024, corco announced the export of “18,000 metric tons
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of certified Argentine deforestation-free soy meal at its Timbues
port terminal on the Parand River near Rosario. This is the first
fully traceable and segregated shipment of deforestation-free soy
products for corco International” (Corco 2024). This action
was carried out in collaboration with the Sectoral Vision Platform
of the Gran Chaco Argentino (VISEC), a non-profit organiza-
tion led by the Argentine Oilseed Industry Chamber, the Center
for Cereal Exporters, and the Rosario Board of Trade, which oper-
ates in Argentina with a monitoring, reporting, and verification
system to ensure the traceability of soy and meats (visec 2024).

The use of glyphosate presents a different case, as its applica-
tion has been regulated locally following the detection of a strong
correlation between glyphosate contamination and increased

Map 3. The Territorial Expansion of Soybean Production in Argentina

%

e

@® e

s Parand ter

B sotean

. Chaco forest Emit
0 150 300 00 ——+  Expansion direcion
]

Source: Author s elaboration based on Reboratti (2010).

e 217 -



LATIN AMERICAN EXPORTS TO CHINA.

cancer cases in agricultural areas (Lajmanovich 2020:67). The
health impact on populations near cultivation areas has prompted
legislation on the application distance of agrochemicals in several
provinces of the Pampas region. Additionally, a deterioration in
water quality has been reported in the Parana and Gualeguay riv-
ers, as well as the presence of glyphosate in rainwater samples in
the provinces of Buenos Aires, Entre Rios, Santa Fe, and Cérdoba.
Pollution of groundwater has also been documented, affecting
terrestrial and amphibious fauna (Lajmanovich 2020:67). Besides
glyphosate pollution, the environmental liability includes the ex-
port of water, a resource that has been traded on the Wall Street
Stock Exchange since 2020.

5. Conclusions

The widespread perception of the significant benefits that soybean
exports to China bring to Argentina stands in stark contrast to the
multifaceted impact this activity generates at the state, regional,
provincial, and productive levels.

At the national level, soybean exports have not been sufficient
to generate a surplus in bilateral trade, as has been the case in
Brazil and even Paraguay, a country that does not maintain diplo-
matic relations with the People’s Republic of China. Despite China
being the world’s largest importer of soybeans and the continued
growth of bilateral trade, Argentina has accumulated a trade deficit
of 93.194 billion usp from 2008 to 2023. This disconnection be-
tween Argentina’s soybean sector and China’s growth has persisted
even amid cordial political relations. However, the trade deficit
with China does not fully reflect the real potential of Argentina’s
soybean complex exports. Export duties and differential tax rates
on soybeans, designed to encourage the export of soybean by-
products (such as oils, biofuels, pellets, and soybean meals), have
significantly distorted trade flows while simultaneously promoting
the scaling-up of industrial processing. From this dynamic, several
key conclusions can be drawn:
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. Exports of the soybean complex to China accounted for
between 9 % (2023) and 18.8 % (2019) of Argentina’s total
soybean exports, with approximately 80 % of these exports
originating in the Pampas region. However, the situation
varies across provinces: Santa Fe, home to 80 % of the crush-
ing industry, is highly dependent on the soybean complex,
while Buenos Aires is less reliant.

. Nearly all excess unprocessed soybeans exported by Argen-
tina are primarily destined for China. There is significant
potential for increased demand from China if Argentina
expands its supply of unprocessed soybeans for export.

. Given Argentina’s advancements in agricultural technology,
soybean exports to China have a limited impact on employ-
ment in the Pampas region, with most jobs concentrated
in the primary sector and only a small share in the indus-
trial sector.

. Companies such as corco and Syngenta play a pivotal role
in Argentina’s crushing and export sectors, with Syngenta
also actively engaged in seed production, particularly in
Santa Fe province. These firms compete with both multina-
tional and local companies in a highly competitive market,
leveraging valuable information and acquiring knowledge
and expertise. Additionally, other Chinese firms contrib-
ute as suppliers of essential agricultural inputs, including
urea, glyphosate, and other critical products for primary
production.

. The Pampas provinces lead in soybean cultivation in Ar-
gentina. Driven by international prices and demand from
emerging economies like China and India, the cultivated
area has expanded to other provinces. However, fiscal dis-
incentives, internal freight costs, and climatic factors have
led to a contraction in the planted area, marking a shift from
expansive to more restrictive trends since 2016.

. Agricultural intensification has also displaced livestock
farming in the Pampas to less fertile lands, leading to the clo-
sure of establishments and a decline in both added value and
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employment in the region. Nevertheless, meat exports to
China and other countries have helped sustain the dyna-
mism of the livestock sector.

7. Itisalso essential to consider the unintended consequences
of soybean production. The environmental impact of soy-
bean and other crop production is a major concern in the
Pampas region, with soil degradation, water erosion, and
contamination of rivers and groundwater from agrochem-
ical use being the most significant issues. These environ-
mental liabilities are not reflected in export values.

8. Regarding deforestation, the Pampas region meets the Eu-
ropean Unions Deforestation Regulation (EUDR) require-
ments, although full implementation will require stronger
product traceability and adjustments within the value chain.
corco and other companies’ deforestation-free exports
support this claim. However, the regulation functions as a
non-tariff barrier and reflects the European Union’s pro-
tectionist policies, causing some companies to hesitate in
exporting to Europe. This, in turn, creates an opportunity
to increase exports to China.

In the context of trade imbalances, the central government ben-
efits from the flow of exports and the tax revenue generated by
the agricultural sector. Export duties on soybeans and other ag-
ricultural products have been justified, in part, by the need to
promote industrial development and strengthen social welfare.
However, this policy has resulted in reduced profitability for
producers, limiting their capacity for reinvestment and diminish-
ing the economic multiplier effect for subnational actors, which
has led to a decline in fiscal revenues in the Pampas provinces.
While the national-level benefits in terms of tax revenue are clear,
these do not translate similarly at the provincial level. The transfer of
resources from producers and provinces to the central government
has reduced the positive economic impact in the Pampas region.
The main losers in this scenario are soybean producers. The
heavy fiscal burden placed on them has led to a deterioration in
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productive specialization and a decline in sector competitiveness,
as reflected in decreasing yields per hectare and a reduction in the
cultivated area, further exacerbated by adverse weather condi-
tions. In contrast, the primary beneficiaries are the industrial sector
and exporters, including companies such as corc o and Syngenta.
These actors pay export duties at the time of shipment but re-
cover these costs upfront by purchasing soybeans from producers,
effectively acting as intermediaries between producers and the
state in collecting duties. In recent years, manufacturing compa-
nies have faced increased idle capacity. To address this, they have
partially offset the shortfall by temporarily importing soybeans
from Bolivia, Brazil, Paraguay, Uruguay, and even the United States.
Argentina’s tax policy, in conjunction with China’s raw mate-
rial purchasing strategy, creates distortions in soybean exports.
These taxes disincentivize local production and undermine sector
competitiveness, generating tensions between the private sector,
the Pampas provinces ~which in part rely on soybean production-
and the central government, which aims to balance fiscal revenues
while promoting industrialization and a welfare state. Meanwhile,
the Pampas provinces face challenges in retaining the economic
benefits of soybean production. The central government’s export
duty regulations and exchange rate controls result in a signifi-
cant transfer of financial resources to the national treasury.
Argentina’s chosen development model will shape the extent
of its soybean exports to China. If spontaneous development is
prioritized, productive specialization and free market, along with
the complete elimination of export duties and differentials, could
exponentially increase soybean exports to China, albeit at the ex-
pense of industrialization. In contrast, if state intervention is pur-
sued, the persistence of high export duties and differentials would
limit the sale of unprocessed surpluses to China, and trade ten-
sions are likely to continue. This model would largely depend on
expanding production in a context of declining cultivated areas
since 2016, which discourages productive specialization and
leads to a relative decrease in sector competitiveness, as reflect-
ed in lower yields per hectare. The absence of a clear dominant
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development model has resulted in a pendulum-like policy, where
both approaches frequently challenge each other, shifting the agri-
cultural policy orientation of Argentina’s governments.

Therefore, it is suggested to reduce the export duty rate to the
minimum necessary, with differentials, to facilitate value-added
sales from the industry while encouraging increased production.
In this case, exports to China could grow in terms of the sale of
unprocessed surplus soybeans -as is already happening- but in
greater quantities due to the incentive created by lowering export
duties.

This controversy has intensified since the inauguration of Presi-
dent Javier Milei. The shift in the economic orientation of the new
government, which began in December 2023, has reignited the
debate between spontaneous development and state intervention.
However, despite the government’s advocacy for spontaneous or-
der, free trade and the temporary reduction of export duties’, as
of the time of writing, soybean exports remain regulated by the
model of state intervention, characterized by the imposition of
export duties, differentials on processed products, and exchange
rate controls. Resolving this contradiction will undoubtedly alter
the current impact of soybean exports on the Pampas region.

In summary, soybean complex exports generate foreign cur-
rency, create jobs, and simultaneously and simultaneously pose
environmental challenges that must be considered when evaluat-
ing their broader impact. Chinese companies invest in a highly
specialized, globally competitive sector, while also supplying
inputs for the primary stage of the production chain. However,
state trade policies introduce significant distortions in exports,
and Argentina’s tax policies disincentivize production, creating
tensions between the private sector, the Pampas provinces, and the
national government. A shift from the current state intervention

3 Through Decree 38 of January 25, 2025, President Javier Milei officially announced
the temporary reduction of export duties. As a result, the tariff on soybean beans was
reduced from 33 % to 26 %, while the tariff on soybean oils and meals dropped from
31% to 24.5%, for a period of six months (Boletin Oficial de la Republica Argentina
2025).
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model to a spontaneous approach -or an increase in productivity
combined with a reduction in export duties and taxes within the
framework of the interventionist model- could expand soybean
exports to China and amplify their effects on the Pampas region
and the soybean value chain.
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Territorial Impacts of Exporting
Copper From Peru to China

Kehan Wang and Marco Curi

Introduction

The global value chain (Gvc) of copper is a cornerstone of the
modern economy, serving as a fundamental resource for in-
dustries such as construction, electronics, manufacturing, and
renewable energy. Copper’s unique properties, including its high
conductivity and durability, make it indispensable for produc-
ing technologies essential to the global energy transition, such as
solar panels, wind turbines, and electric vehicles. The G vc of cop-
per is characterized by a division of roles: resource-rich nations
like Peru dominate the extraction and export of raw materials,
while industrialized economies such as China specialize in refin-
ing, manufacturing, and consumption. This division underscores
the strategic importance of Peru as a critical upstream supplier of
copper in the gvc. Between 2008 and 2023, copper accounted
for 66 % of Peru’s mining exports to China, highlighting the ex-
tent to which this resource defines Peru’s role in global trade and
its economic ties with the world’s largest consumer of copper.
At the subheading level, in 2023, 92% of Peruvian copper ex-
ports to China fell under subheading 260300, copper ores and
concentrates. This overwhelming reliance on the export of unpro-
cessed materials underscores the persistent lack of value-added
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activities within Peru’s copper industry, a limitation driven by
significant technical, political, and economic barriers to domestic
refining. Such a dynamic reflects and reinforces the discussions
about the structural asymmetries inherent in the center-periphery
framework, particularly in the context of Peru’s trade relations
with China.

The relationship between Peru and China has evolved over time,
shaped by historical ties and deepening economic integration.
While their economic interactions date back to the arrival of Chi-
nese laborers in the mid-nineteenth century, the foundations for
modern bilateral relations were laid during the 1990s. This period
was marked by neoliberal reforms in Peru, which opened its econ-
omy to foreign investment, and by China’s rapid industrialization
under Deng Xiaoping’s economic policies. In the early 2000s, as
China’s economic growth accelerated, its demand for raw mate-
rials —including copper- surged, transforming the bilateral rela-
tionship. The 2009 Free Trade Agreement (FTA) between Peru
and China was a milestone, fostering a boom in trade that posi-
tioned China as Peru’s largest trading partner by 2011. The Fra
facilitated the export of Peruvian copper and other raw materials,
while also increasing the import of Chinese technology, manufac-
tured goods, and infrastructure services. By the 2010s, this rela-
tionship further expanded under China’s Belt and Road Initiative,
which integrated Peru into a broader framework of global con-
nectivity and investment, particularly in infrastructure and energy.

China’s investments in Peru’s mining sector exemplify this
deepening economic partnership. Major projects, such as the Las
Bambas mine, operated by MMG, and the Toromocho mine by
Chinalco, have been impactful for the sector, injecting significant
foreign direct investment and boosting copper production ca-
pacity. Additionally, other key investments, including Shougang’s
acquisition of Empresa Minera de Hierro del Pert in the 1990s
and more recent ventures in infrastructure like the Chancay Port,
have reinforced China’s role as a significant actor in Peru’s eco-
nomic landscape (Dussel Peters 2024/a). These investments are not
without challenges, as they have reshaped territorial dynamics and
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sparked debates over their environmental, social, and governance
implications.

This paper investigates the territorial impacts of Peru’s copper
exports to China, focusing on the interplay of economic benefits,
environmental consequences, and social challenges. Section 2 ex-
amines the historical evolution of economic relations between
Peru and China, emphasizing the integration of Peru into the
global copper value chain and its implications for bilateral trade.
Section 3 analyzes the dynamics of Peru’s copper exports, high-
lighting their dominance in trade relations and their critical role
in meeting China’s industrial and energy needs. Section 4 explores
the impacts, environmental consequences, and social conflicts
arising from the copper trade, discussing both the opportunities
it creates and the vulnerabilities it exposes. Also, this section pro-
vides an analysis of the local impacts of the Las Bambas project
in the Apurimac region, where the project is situated. This com-
prehensive analysis aims to deepen understanding of the complex
interplay between global resource governance and local develop-
ment, situating Peru’s copper trade within broader debates on
sustainability and territorial transformation. Finally, Section 6
provides a conclusion and policy suggestions.

1. Economic Relationship Between Peru and
China

The economic relationship between Peru and China dates back
to 1849 when the first Chinese indentured laborers arrived in
Peru, primarily to replace enslaved labors. The formal diplomatic
relationship was established in 1874 with the signing of the Treaty
of Friendship, Commerce, and Navigation in Tianjin (Lausent-
Herrera 2011). After the establishment of the People’s Republic of
China, there had not been a diplomatic relationship between the
two countries for decades during the Cold War. In 1971, Peru fol-
lowed the United States’ lead in recognizing China, marking the
beginning of slow but steady economic ties.
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By the 1990s, the bilateral relationship gained momentum. In
Peru, Alberto Fujimori’s neoliberal reforms, beginning in 1990,
stabilized the economy, while in China, Deng Xiaoping’s reforms
since 1978 laid the groundwork for the country’s rapid industri-
alization. In 1992, Shougang Group, one of China’s largest metal-
lurgical companies, made its first direct investment in Peru by
acquiring the debt-ridden Empresa Minera de Hierro del Peru.
This was the beginning of China’s growing involvement in Peru’s
mining sector. In 1994, Peru and China signed an agreement on
the Encouragement and Mutual Protection of Investments (Min-
istry of Foreign Affairs 2024), signaling the start of stronger eco-
nomic relations.

The bilateral relationship accelerated during the 2000s, as Chi-
na embarked on a breakneck economic boom after entering the
World Trade Organization (w T0 ), and demands for raw materials
skyrocketed. In 2001, China became a formal member of the w 0.
Peru granted China market economy status in 2004. The take-off of
the Chinese economy ignited a boom cycle in the global commod-
ity market around 2007 (Kaplan 2014; Gallagher 2016). In 1999,
China also encouraged companies to “go out” and compete glob-
ally. During the China boom, trade and foreign direct investment
from China expanded rapidly, especially in the mining sector.

In 2007, two Chinese companies made historic investments in
Peru. Xiamen Zijin acquired the Rio Blanco copper project from
a British junior mining company for over 2,500 million usp. The
project had been fiercely resisted by the local communities even
before the acquisition (Sanborn, 2009; Bebbington et al., 2007),
and, to this day, the future of this project is still uncertain (Sanborn
et al., 2024). The other investment was the acquisition of the To-
romocho copper project by the Aluminum Corporation of China
(Chinalco) (Fairlie 2014). The project finished construction in
2013 and has been one of the largest copper mines in Peru.

In 2009, Peru and China signed a Free Trade Agreement (FTA),
making Peru the second country in the region, only after Chile, to
have an FTA with China. By 2011, China had overtaken the United
States as Peru’s largest trading partner, a position it still holds. The
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FTA opened up markets for copper and other Peruvian exports,
while also facilitating the import of Chinese manufactured goods,
technology, and infrastructure. By the 2010s, the relationship
between the two countries evolved further with China’s Belt and
Road Initiative (B R1). The Belt and Road aimed to expand China’s
global influence through infrastructure development, positioning
Latin America as a critical extension of the initiative.

The economic relationship between Peru and China reached
another milestone during the 2016 APEc Forum, where the two
countries upgraded their relationship to a “comprehensive strate-
gic partnership.” By 2019, Peru formally joined the BRI, deepen-
ing economic cooperation in infrastructure, energy, and mining.
One evidence of the diversification of Chinese investments in
Peru was the rise of Chinese construction companies in winn-
ing contracts for public projects (Cynthia et al., 2024). Even though
Chinese companies have not bid for new mega-mining projects
in the recent decade, foreign direct investment from China has
stayed strong. In 2019, China Ocean Shipping Company (cosco)
acquired 60 % of the Chancay port from the Peruvian mining com-
pany Volcan and has reportedly invested 3,000 million usp for
constructing the largest port in Pacific South America (Narrea
2022, 2024). The same year, a subsidiary of China Three Gorges
acquired the largest electricity distribution company in Peru, Luz
del Sur, for 3,590 million usD. In 2023, another state-owned giant
from China, China Southern Power Grid, acquired the distribu-
tion company Enel Peru for 2,900 million usp (Dussel Peters
2024/b).

In 2024, Peru hosted another A PE ¢ Forum, marking yet anoth-
er milestone in Sino-Peruvian relations. Peruvian President Dina
Boluarte visited China early that year, and Chinese President Xi
Jinping visited Peru in November during the Forum, indicating the
ongoing strengthening of economic and political ties. These visits
resulted in further agreements, particularly in the digital economy;,
science, and technology, signaling a further diversification of the
bilateral relationship beyond traditional sectors like mining.
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However, despite the robust economic relationship between
Peru and China, significant challenges persist, particularly regard-
ing Peru’s role in the global copper value chain. While mineral
trade —especially copper- has improved, Peru’s position remains
constrained by systemic and technical barriers, highlighting its
dependence on raw material exports and its limited capacity to re-
fine copper domestically. This dynamic underscores deeper struc-
tural issues that hinder Peru’s ability to capitalize on its resource
wealth fully.

The global trend of vertical disintegration in the copper industry
has reinforced Peru’s role as an exporter of raw copper concen-
trates, avoiding the substantial costs and technological demands
of local refining (Lagos et al., 2021). Among the principal bar-
riers are the lack of advanced infrastructure to process concen-
trates containing impurities such as arsenic, the significant
environmental costs associated with stringent regulations, and
the competitive pressures exerted by global leaders like China
(Ministerio de Mineria de Chile 2023). China’s dominance in the
refining sector, underpinned by economies of scale, technological
advancements, and lower labor costs, has rendered local refining
in Peru economically unfeasible (Zhang and Santa Gadea 2023).

Even other South American countries, such as Chile, with its
comparatively advanced industrial capacity, grapple with simi-
lar challenges. Over 50 % of Chilean copper concentrates are cur-
rently exported unprocessed, a figure projected to rise to 70 % by
2030 due to the increasing costs and declining competitiveness
of domestic refining (Ministerio de Mineria de Chile 2023). For
Peru, which faces even greater technological and infrastructural
deficits, overcoming these hurdles would require extraordinary
investments and comprehensive policy interventions.

As articulated by Dussel Peters (2016), this dynamic aligns
with the theoretical constructofa center-periphery framework with-
in the global copper trade, wherein Peru predominantly supplies
raw materials, while China specializes in the export of manufac-
tured goods characterized by medium- and high-level technologi-
cal sophistication. Beyond the economic implications, the local
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impacts of mining operations reveal a complex interplay of benefits
and challenges. On the one hand, mining has facilitated regional
development through employment generation, infrastructure im-
provements, and enhanced public services, particularly in rural
areas (Lagos et al. 2021). On the other hand, these gains are often
offset by severe externalities, including environmental degrada-
tion, water contamination, and the displacement of indigenous
communities. Such issues are further exacerbated by inadequate
governance, leading to social tensions and prolonged conflicts
(Sanborn and Chong 2017).

2. Exports to China: Dominance of the
Mining Sector

In 2023, China solidified its position as the foremost destination
for Peru’s exports, accounting for 36 % of the total-a share that
significantly surpassed exports to other major partners like the
United States (14 %), Canada (4 %), India (4 %), and South Korea
(4%) (see Table 1 for details). This marks a dramatic shift from
2008, when the United States was Peru’s leading trading partner,
receiving 19 % of its exports. At that time, Peru had already signed
a Free Trade Agreement (FTA ) with the United States, which came
into effect in 2009. By contrast, exports to China in 2008 account-
ed for only 12 %, approximately one-third of the share in 2023.

On the import side, Peru’s imports from China grew substan-
tially between 2008 and 2023, with China’s share in total imports
rising from 14 % to 26 %. This shift placed China as Peru’s largest
source of imports, surpassing the United States, whose share grew
slightly from 19 % to 21 %. By 2023, Peru’s primary import sources
included Brazil (7 %), Argentina (5 %), Mexico (3 %), Chile (3 %),
Colombia (2 %), Canada (2 %), Ecuador (2 %), and Germany (2 %)
(see Table 2 for details). Mobile phones became the leading import
from China in 2023, reflecting a shift from 2008, when portable
data processing machines, such as computers, laptops, and note-
books, dominated the import landscape.



LATIN AMERICAN EXPORTS TO CHINA. Local Experiences and Challenges

Table 1. Top Peruvian export markets in 2008 and 2023 ($us Billion and Percentage)

2008 2023
Country
FOB Value FOB Value

Total 30.6 100 % 64.6 100 %
1 China 3.6 12% 23.1 36%
2 USA 5.8 19% 9.2 14 %
3 Canada 1.9 6% 3.0 5%
4 India 0.3 1% 2.5 4%
5 South Korea 0.5 2% 2.4 4%
6 Japan 1.8 6% 2.3 4%
7 Chile 1.7 6% 1.9 3%
8 Spain 1.0 3% 1.9 3%
9 Netherlands 0.8 3% 1.8 3%
10 Brazil 0.9 3% 1.7 3%

Others 12.4 40% 14.8 23%

Source: Own elaboration based on Adex Data Trade (2024).

Table 2. Top Peruvian import markets in 2008 and 2023 ($us Billion and Percentage)

2008 2023
Country
CIB Value CIB Value

Total 29.9 100 % 52.1 100 %
1 China 4.1 14% 13.5 26%
2 USA 5.6 19% 11.0 21%
3 Brazil 24 8% 3.7 7%
4 Argentina 1.6 5% 2.7 5%
5 Mexico 1.2 4% 1.8 3%
6 Chile 1.2 4% 1.3 3%
7 Colombia 13 4% 1.2 2%
8 Canada 0.4 1% 1.2 2%
9 Ecuador 1.8 6% 1.2 2%
10 Germany 0.9 3% 1.1 2%

Others 9.6 32% 134 26%

Source: Own elaboration based on Adex Data Trade (2024).

Between 2008 and 2023, an overwhelming 86 % of Peru’s exports
to China were driven by the mining sector, significantly surpassing
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other sectors such as fishing (11 %), agriculture (1 %), and oil and
gas (1%) (see Figure 01 for more detail). Within Peru’s mining
exports to China during this period, copper was the dominant
commodity. Copper concentrates alone constituted 66 % of Pe-
ru’s mining exports to China, far exceeding refined copper, which
represented only 9 %. This underscores Peru’s critical role in the
global copper value chain as a supplier of raw materials essential
for China, which serves as the most significant downstream actor
in the copper Gvc (Bamber and Fernandez 2021).

Figure 1. Leading Peruvian export sectors to China, accumulated from 2008 to 2023

H Mining
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H Agro

M Oil & Gas
Others

Agro
1.4%

Source: Own elaboration based on Adex Data Trade (2024).

The evolution of Peru’s export structure highlights the increasing
dominance of copper within total exports. Copper’s concentrate
share in Peru’s exports to China rose from 41 % in 2008 to 67 % in
2023, reflecting both the growing global demand for copper and
Peru’s strategic position as a key supplier to China’s manufactur-
ing, electronics, and energy sectors (see Figure 2 for details). In
2023, 77 % of the copper exported from Peru went to China, while
the figure was only 31 % in 2008 (Figures 3 and 4). While other
commodities such as fishing products, oil, and gas also contrib-
uted to Peru’s exports, copper remains the most significant driver
of Peru’s trade with China.
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Figure 2. Peru’s exports to China between 2008 and 2023, by sector
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Source: Own elaboration based on Adex Data Trade (2024).

Figure 3. Top export destinations of Peruvian copper conc. in 2008 (%)
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Source: Own elaboration based on Adex Data Trade (2024).
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Figure 4. Top export destinations of Peruvian copper conc. in 2023 (%)
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Source: Own elaboration based on Adex Data Trade (2024).

Copper’s dominant position in Peru’s exporting portfolio has been
driven by global demand patterns, with China at the center of
these trends. Peru’s copper exports primarily represent the up-
stream stages of the copper G vc, where raw material extraction
in Peru is followed by refining, manufacturing, and consump-
tion in China. With 45 % of the world’s refinery capacities (UsGs
2024), 56 % of the world’s imports of copper ores and concentrates
go to China (0Ec 2024) (see Figure 5). Chile and Peru collectively
lead as China’s largest raw copper suppliers, with Peru supplying
20 % of Chinese demands (0Ec 2024) (see Figure 6).

The copper export Gvc is concentrated in the hands of a few
major mining firms. In 2023, the top five companies controlled
70 % of Peru’s copper concentrate exports, collectively generating
10.9 billion usD in revenue. Minera Las Bambas led the export
sector, accounting for 19.2 % of Peru’s copper concentrate exports
to China. It was followed by Compaifiia Minera Antamina (18.2 %),
Minera Cerro Verde (13 %), Anglo American Quellaveco (11 %),
and Compaiiia Minera Antapaccay (9 %) (see Table 3). These
companies play a significant role in shaping the local and global
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Figure 5. World Importers of Copper Ores and Concentrates (2022)
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Figure 6. World Exporters of Copper Ores and Concentrates to China (2022)
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dynamics of the copper G vc. Their operations influence local econ-
omies and reflect major policies of resource governance in Peru’s
mining sector.

Table 3. Ranking of Peruvian copper conc. exporters to China in 2023

(in Us Billion and Percentage)

Exporter

Total 15.6 100 %
1 Mineria Las Bambas S.A 3.0 19%
2 Compaiiia Minera Antamina S.A 2.8 18%
3 Sociedad Minera Cerro Verde S.A.A. 2.1 13%
4 Anglo American Quellaveco S.A. 1.7 11%
5 Compaiiia Minera Antapaccay S.A. 1.3 8%
6 Trafigura Peru S.A.C. 1.3 8%
7 Hudbay Peru S.A.C. 0.9 6%
8 Minera Chinalco Peru S.A. 0.7 5%
9 Glencore Peru S.A.C. 0.4 3%
10 | Ixm Trading Peru S.A.C. 0.3 2%

Others 1.1 7%

Source: Own elaboration based on Adex Data Trade (2024).

In addition to copper exports, Peru’s imports from China have
grown substantially, totaling over 144 billion usp between 2008
and 2023. These imports have a more diversified sectoral compo-
sition compared to exports, for example, 50 % of Peru’s imports
from China are concentrated in the metal and mechanical sec-
tor, which includes machinery, electrical equipment, and vehicles.
Other key imports include chemicals (14 %), steel and metallurgy
(10%), textiles (6 %), and clothing (5%) (see Figure 7 for more
details). This diverse import portfolio underscores the growing
complexity of Peru’s trade relationship with China, which now
extends beyond raw material exports to include a broad range of
industrial and consumer goods.
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Figure 7. Leading sectors of Peruvian imports from China, accumulated

from 2008 to 2023
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Copper’s importance in trade between Peru and China is further
amplified by its role in the global energy transition. As China ac-
celerates its shift toward cleaner energy sources, copper is essential
in the production of renewable energy technologies, such as solar
panels, wind turbines, and electric vehicles (EVs). In response
to this growing demand, Peru’s mining companies have ex-
panded their production capacities. The copper Gvc, therefore,
not only involves the flow of materials but also reflects broader
global shifts in energy and manufacturing trends, positioning Peru
as an integral part of China and even the world’s clean energy
transition.

3. Impact of Exporting Copper to China in
Peru

The copper trade with China, as part of a broader global copper
Gvc, has substantial impacts on Peru’s local communities and
national economy. Mining regions, particularly those in southern
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Peru, where copper extraction is concentrated, experience both
economic benefits—such as job creation and infrastructure de-
velopment-and challenges related to environmental degradation
and social conflict. Chinese investments have played a pivotal role
in shaping these territorial dynamics, with Chinese firms often
involved in the largest mining projects.

The mining industry is integral to Peru’s economy, with copper
at the forefront. According to the annual report of the Peruvian
Ministry of Mining and Energy (MINEM, 2024), in 2023, the min-
ing sector contributed 9.1 % to Peru’s national pp and 65.1 % of
Peru’s total exports, reinforcing its importance as a driving force
for the country’s economic growth. Copper is central to Peru’s
mining industry. In 2023, Copper alone accounted for 59.7 % of
the mining sector’s GDp. Peru produced 2.7 million metric tons
of copper in 2023, securing its place as the second-largest cop-
per producer in the world. The copper sector is also the largest
contributor to Peru’s exports, accounting for 34.7 % of the total
value of exports.

The mining industry also plays a significant role in employ-
ment. In 2023, direct employment in Peru’s mining sector reached
225,681 jobs (MINEM 2024), making it one of the largest sources
of direct employment, particularly in regions like Arequipa, La
Libertad, and Moquegua, where mining activities dominate. Fur-
thermore, for every direct mining job, an estimated eight indirect
jobs are created (MINEM 2024) in sectors such as transportation,
services, and retail, illustrating the mining sector’s broad economic
impact across the country.

With mining being an influential sector of the economy, it is no
surprise that it has contributed significantly to national and local
economic development. For example, the study of Aragén and
Rud (2013) found that large mining projects like the Yanacocha
mine in Cajamarca not only contribute to the local economy and
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reduce the poverty rate through tax revenues but, more impor-
tantly, through backward linkages and integration with the local
suppliers. In a similar vein, Loayza and Rigolini (2016) found that
mining has a positive effect on per capita consumption and brings
down extreme poverty in the adjacent areas.

The positive effects of mining on economic development in
Peru are largely attributed to Canon Minero, a revenue-sharing
regime between the central government and the subnational gov-
ernments. Through this institution, contingent sums of mining
revenues are transferred to the regions and localities where the re-
sources were produced. While some studies have shown that
Canon Minero has a significant impact on boosting the local econ-
omy and reducing poverty (Casas and Malaga 2013; Del Pozo
et al. 2013), others also revealed that the institution’s inefficiency
has diminished the positive effects (Herrera 2008; Arellano-Yan-
guas 2013; Manrique et al. 2016). The local government often
receives more resources than warranted by its fiscal capacity and
needs. Since the revenue cannot be saved locally, it leads to inef-
ficient spending and corruption. The variation in the local gov-
ernment’s capacity to use Canon Minero across different regions
also created different results in economic development (Crabtree
2013; Velarde 2017).

Despite its significant contributions to the economic develop-
ment of the country, the copper industry poses a major challenge
to Peru’s macroeconomic stability due to its susceptibility to global
price fluctuations. The phenomenon of the “resource curse” —also
known as the paradox of plenty- illustrates how countries rich in
natural resources, like copper, can face economic instability, social
inequality, and corruption despite their wealth (Englebert and Ron
2004; Humphreys et al. 2007). Peru is not immune to this curse.
While copper mining generates substantial revenues, it also makes
Peru highly dependent on copper exports, leaving the economy
vulnerable to the cyclical nature of copper prices.

This cyclical vulnerability is further shaped by China’s domi-
nant role in the global copper market. The relationship between
China’s copper demand and its global price is defined by a com-
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plex and structural interdependence, driven by the convergence of
macroeconomic, industrial, and trade-related factors. As the
world’s largest consumer, China accounts for over 35 % of global
refined copper imports, positioning itself as a pivotal force in price
determination. The literature highlights that key variables such as
GDP growth, industrial production, and urbanization in China
serve as critical indicators of demand, exerting a direct influence
on international price fluctuations (Becerra et al. 2022).

This influence is magnified by the dynamics of global trade
relations. Shifts in trade structures, particularly those triggered by
geopolitical tensions with strategic partners, have led to significant
disruptions in copper flows. Such changes not only reshape supply
chains but also affect the stability and competitiveness of the global
market. Thus, the interplay between China’s copper demand and
global prices reflects a highly sensitive system, influenced by both
external shocks and structural complexities (Mufioz 2014).

In the past twenty years, Peruvian macroeconomic perfor-
mance was tightly related to global copper prices and the demand
from China (See Figure 8). When China’s demand for copper ris-
es, driven by industrial growth, infrastructure development, and
the energy transition, copper prices increase, leading to higher
export revenues and boosting Peru’s Gbp growth. For example,
during the 2011-2013 period, when copper prices reached record
highs, export revenues soared, and Peru’s economy grew signifi-
cantly. However, during downturns in Chinese demand, such as
the slowdown in 2014-2016, copper prices fell sharply, dropping
from around 6,000 UsD per metric ton to approximately 4,500
UsD (1MF 2024). This decline led to reduced export revenues
and a slowdown in Peru’s GDP growth, as copper accounts for a
substantial share of the country’s total exports and fiscal revenues.
The cyclical nature of copper prices, influenced by China’s eco-
nomic cycles, creates volatility, leaving Peru’s economy vulner-
able to global price fluctuations. With copper making up 65.1 %
of Peru’s total exports in 2023 (MINEM 2023), this dependence
on copper exposes the economy to significant risks during price
downturns.



LATIN AMERICAN EXPORTS TO CHINA.

Figure 8. Copper prices, Chinese demand of copper & Peruvian GDP

from 2001 to 2023
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The environmental impacts of mining in Peru are a significant
concern, especially for the approximately 1.6 million Peruvians
living within five kilometers of active or decommissioned mines,
with two-thirds of these individuals residing near 29 mining clus-
ters (Van Geen et al. 2012). Studies in historical mining regions
such as Cerro de Pasco and the Mantaro River Basin reveal high
levels of lead contamination and waste accumulation (Van Geen
et al. 2012; Cayetano 2013). The environmental impact of newer
mining projects, such as the Las Bambas copper project, owned
by a Chinese company, has also drawn attention (Astete, Gasta-
fiaga, and Pérez 2014). There is a high risk of exposure to mercury
around mining areas, both for the people engaged in mining and
for groups engaged in other activities, especially for children
(Wyatt et al. 2017; Weinhouse et al. 2017).
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The Peruvian government has implemented several reforms in
response to these environmental risks. The creation of the Ministry
of Environment (M1NA M) and the Environmental Evaluation and
Oversight Agency (0EFA ) marked significant steps in strengthen-
ing environmental governance. The OEFA is critical in auditing
and enforcing regulations for the mining, energy, and industrial
sectors. The Servicio Nacional de Certificacion Ambiental para las
Inversiones Sostenibles (SENACE) was also established to review
and approve Environmental Impact Assessments (EIAs) for high-
risk projects, providing an independent certification system for
mining and hydrocarbon operations.

EIAs became mandatory in Peru’s mining sector in the early
1990s, with MINEM responsible for reviewing and approving
these assessments until the establishment of MINA M in 2008 (De
Echave et al. 2009). This change aimed to improve transparency
and environmental oversight. However, the E1A process has been
criticized for being largely informative, with limited participation
from local communities. Studies on the Conga copper project
highlight that the E1A process is often used to create an appearance
of consensus without genuinely addressing local concerns about
environmental impacts (Zavaleta 2013; Pinto Herrera 2014). Simi-
larly, Yrivarren (2017) argues that the E1A’s technical discussions
are often skewed by the interests of mining companies, undermin-
ing the neutrality of the process.

Additionally, the E1A process is criticized for using overly
simplistic methodologies that fail to fully capture the potential
environmental risks (Uscuchagua 2016). The technical reports and
supporting documents are frequently withheld from the public,
reducing community involvement in decision-making (Wiener
2017). This has led to conflicts over mining projects, as discrepan-
cies in E1A assessments contribute to local opposition and social
unrest (Jaskoski 2014; Sosa and Zwarteveen 2014).

Despite institutional reforms, environmental governance in
Peru’s mining sector continues to face challenges. The power of
extractive interests continues to influence the sector, weakening
the enforcement of environmental regulations and hindering the
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development of more sustainable practices (Leyva 2013). Interna-
tional pressures and policy entrepreneurs will be key in pushing
for stronger environmental protections and more effective gover-
nance in Peru’s mining sector.

Social conflicts in the mining sector, often involving local com-
munities, mining companies, and the State, have accounted for
approximately 60% of all social unrest in Peru (Defensoria del
Pueblo 2020). While the environmental impacts of mining are
often at the forefront of these disputes, the causes of social unrest
in the mining sector are deeply rooted in various socio-political
and economic factors. Over the past two decades, scholarly litera-
ture has highlighted several fundamental causes, including water
resource competition (Bebbington et al. 2008; Arotoma 2017; Li
2016; Yacoub 2015; Sosa and Zwarteveen 2016), the lack of state
action in managing these conflicts (Orihuela and Paredes 2017;
Gustafsson 2019), and the misconduct and mistrust towards min-
ing companies (Fraser 2018; Irwin and Gallagher 2013; Zhang
2023). These tensions, compounded by differing value systems and
tensions between indigenous and Western worldviews (Merino
2015; Salas 2017), have shaped the complex landscape of social
conflict in Peru’s mining regions.

Water grabbing has been an increasingly important cause of
social conflicts around mining. In many mining regions, espe-
cially in the Andean and coastal regions, local communities rely
on water for agriculture, livestock, and daily consumption. Even
the prospect of depletion and contamination of water sources by
large-scale copper mines —often involving toxic substances such
as cyanide and mercury- have provoked fierce resistance from
local communities, particularly Indigenous groups (Bebbington
et al. 2013; Boelens et al. 2015). As the protests against the Tambo
Grande copper project in the Andean highlands (Arce 2014) and
the Tia Maria copper projects in the coastal south (Arce 2022)



TERRITORIAL IMPACTS OF EXPORTING COPPER FROM PERU TO CHINA

show, conflicts between the local communities and the mining
companies often center around land usage and water rights.

Moreover, there is a pervasive mistrust towards mining compa-
nies that has deepened over time. Many mining companies, par-
ticularly those owned by foreign investors, are seen as prioritiz-
ing profit over social and environmental responsibility, leading
to widespread perceptions of corporate negligence (Perla 2012;
Gustafsson 2018; Zhang 2023). Local populations with little to
no direct benefit from mining operations may feel alienated by
the development processes and skeptical of companies’ commit-
ments to sustainable practices and social responsibility.

Equally important is the role of the Peruvian State in exacer-
bating social conflicts. Despite the recognition of indigenous peo-
ples’ rights to consultation and participation in development proj-
ects under 1.0 Convention 169, the State’s enforcement of these
rights has been weak (Dargent ef al. 2017). The Prior Consultation
Law, enacted in 2011 after years of conflict related to extractive
industries in indigenous territories, aims to ensure free, prior, and
informed consultation for communities impacted by mining. How-
ever, the implementation of the law has been criticized for being
slow and largely symbolic, often failing to incorporate indigenous
peoples’ worldviews and values into decision-making process-
es (Jaskoski 2014; Leyva 2018). These shortcomings have con-
tributed to the ongoing perception of exclusion among local
communities, who often see the State as complicit in the corporate
exploitation of their land and resources.

In response to these rising social conflicts, the Peruvian gov-
ernment has implemented several reforms aimed at improving
dialogue and conflict resolution. One of the central mechanisms
is the Mesa de Didlogo (Dialogue Roundtable), a platform de-
signed to facilitate negotiation and mediation between mining
companies, local communities, and government representatives.
The goal of the dialogue roundtables is to provide a forum where
all stakeholders can voice their concerns and work toward peaceful
resolutions to conflicts (De la Puente 2017). These platforms have
been integral in allowing affected communities to engage with
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the government and corporations in an attempt to find mutually
agreeable solutions to environmental, economic, and social issues.

However, in practice, the Mesa de Didlogo has shown signifi-
cant limitations. Studies have shown that while these platforms
often legitimize the conflict resolution process, they rarely lead to
substantive changes in governance or the resolution of underlying
issues (Flores 2016; De la Puente 2017, 2019). Dialogue tables are
often used as delaying tactics rather than genuine conflict resolu-
tion mechanisms. When there is little political will from the State to
address the core grievances of local communities, these dia-
logues become an empty process, perpetuating the status quo
without yielding meaningful outcomes. The power imbalances
at the table, with mining companies often holding more influence
than local communities, undermine the effectiveness of these plat-
forms. The lack of active governmental participation also means
that dialogue tables often fail to generate binding agreements
or tangible solutions. Local communities, in turn, feel frustrated
by the lack of concrete results and the disconnection between
the dialogue process and actual policy or operational changes
on the ground.

Another aspect of the mishandling of mining conflicts by the
state is the criminalization of protests and the subsequent radical-
ization of conflicts. When communities take to the streets to voice
their grievances over environmental degradation or violations
of their rights, they are often met with state repression rather than
dialogue. As Vasquez (2013) and the Oxfam report (2015) indicate,
the criminalization of protests not only undermines the possibil-
ity of peaceful negotiations but also escalates tensions, pushing
communities to adopt more confrontational tactics. The crimi-
nalization of protest —which labels local resistance as “illegal” or
“violent”- further alienates communities from the State, solidify-
ing their belief that dialogue and peaceful negotiation will not lead
to substantive change (Arellano-Yanguas 2011). These dynamics,
combined with weak state institutions and the lack of coordination
between government bodies, fuel the escalation of conflicts and
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often result in prolonged confrontations between local communi-
ties, mining companies, and the government.

Bambas mine, located in the Apurimac Region of southern Peru,
is one of the largest copper mining projects in the country and a
significant player in the global copper supply chain. Initially devel-
oped by the Swiss company Xstrata since 2004, it was acquired by a
Chinese consortium led by the state-owned MM G Limited. in 2014,
marking it one of the largest Chinese investments in Peru’s min-
ing sector, valued at 7 billion usp (Sanborn et al. 2024). Since the
commercial production initiated in 2016, the mine has contrib-
uted significantly to Peru’s copper exports, solidifying its role as a
vital source of copper for global markets. As a key resource, it is
integral to the country’s economy, supporting local employment
and infrastructure projects while enhancing Peru’s position as a
major exporter of copper globally.

Las Bambas was ranked as the fifth-largest copper producer in
Peru in 2023, generating over 302,033 tons of copper concentrate,
equivalent to 11 % of the national production (MINEM 2024; Las
Bambas 2024). At the local level, Las Bambas is a cornerstone
project as it remains the sole copper operation in the Apurimac
region. But what does this project truly represent for the region?

In Peru, mining contributes to local well-being primarily
through economic transfers to regional governments and job
creation. Resource transfers are distributed in the form of canon
minero, mining royalties, as well as concession fees and penalties.
These funds are channeled into public infrastructure and develop-
ment projects in mining regions. In 2023, Apurimac was the sixth
region in Peru to receive the highest resource transfers, largely
due to Las Bambas, which accounted for over 90 % of the value of
minerals extracted in the region in 2022 (E1T1 2023).

Canon minero, royalties, and concession fees serve as mecha-
nisms through which mining contributes to regional economic
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development. The Canon minero comprises 50 % of the corporate
income tax paid by mining companies to the State, allocated to
subnational governments to finance public investment projects.
Mining royalties, on the other hand, are payments made by com-
panies based on the gross value or operating margin of extracted
minerals and are primarily used for local infrastructure and ser-
vices. Finally, concession fees are annual payments made by com-
panies to maintain active mining rights, with penalties imposed if
minimum commitments are not met, ensuring efficient resource
utilization (MINEM 2024).

Las Bambas has been a key economic driver for the Apuri-
mac region since commencing operations in 2016. Initially, the
company’s contributions were centered on contractual royalties,
established in its concession agreement at 3% of monthly sales.
By June 2023, these contributions had totaled approximately
480 million us D, peaking in 2021 with a record payment of around
92 million usp (Yauri 2023; E1T1 2023). Furthermore, in 2021,
Las Bambas began declaring and paying corporate income tax,
which enabled the generation of canon for the first time in 2022.
That year, Apurimac received 120 million soles from this source
(Yauri 2023). It is important to note that the delay in income tax
payments reflects the recovery of substantial investments made
during the construction and implementation phase of the project,
a common scenario in large-scale mining endeavors where initial
costs result in losses or low operational margins during the early
years. The province of Cotabambas, where the mine is located,
was the primary recipient of these funds, receiving 56 % of the
total transfers.

In terms of employment, Las Bambas has created over 8,000
direct and indirect jobs, with 44 % of the workforce sourced from
nearby communities (Las Bambas 2024). However, these figures
must be contextualized against the region’s high dependency
on mining activity, leaving limited room for the development of
diversified, long-term economic structures. While women’s partic-
ipation in operational roles stands at 14 %, exceeding the national
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average, this underscores the ongoing need for stronger policies
to ensure gender equity in a historically male-dominated sector.

Nonetheless, despite the potential positive contributions of the
Las Bambas company to the Apurimac region, it has faced and
continues to face notable challenges. One of the most contentious
issues surrounding the Las Bambas project is land acquisition.
The need to resettle Fuerabamba, a community located on the
mine’s property, led to significant tension with the local popula-
tion. Fuerabamba, along with other nearby communities such as
Huancuire and Pumamareca, sold land to the mining company to
allow for the development of the mine. The land acquisition pro-
cess was mired in controversy, particularly over the price paid for
the land. Fuerabamba was compensated at just 20 cents of nuevo
sol per square meter, a price considered far too low compared
to other neighboring communities. For example, Huancuire
sold their land at 2.49 UsD per square meter, and Pumamarca
received 0.46 UsD per square meter (CooperAccion 2015). These
discrepancies fueled a sense of injustice and inequality, leading
to protests and public outcry. Although initial negotiations were
based on national land laws, the compensation rates caused resent-
ment, as local communities felt exploited.

The disagreement over land prices was compounded by the
relocation process. Fuerabamba, which had to relocate due to
the proximity of the mine, was promised improved living con-
ditions in the newly constructed settlement, but many residents
felt the compensation and resettlement conditions were inade-
quate. Although agreements were reached between MM G and the
community, tensions remained over the promises made, particu-
larly regarding the conditions of the new housing, the relocation
of agricultural land, and the provision of public services. Despite
efforts to renegotiate, the initial land acquisition deals continue to
be a point of contention, and the community remains deeply di-
vided over the fairness of the compensation.

Employment and local development also became central is-
sues in the social conflicts surrounding the mine. The district of
Challhuahuacho, where the mine is located, became the focal point
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of these disputes. Although MMG made promises to hire local
laborers and support regional development, many residents felt
excluded from the economic opportunities generated by the mine.
In February 2015, a strike erupted in Challhuahuacho, with about
1,000 community members demanding the fulfillment of previ-
ous promises, including job creation and financial support for
the community. The protestors also called for the company to
cease the contamination of the Challhuahuacho River, a result
of the lack of a proper water and sanitation system in the town.
They further demanded the establishment of a social fund, asking
for 10 % of the profits to be allocated to community development
(Ramos 2018).

To address the rising tensions, the government initiated the
Challhuahuacho District Development Roundtable (MDCH)
in February 2015 (Defensoria del Pueblo 2015). This was a forum
designed to facilitate dialogue between the government, MMG,
and local community representatives. The establishment of the
roundtable was a positive step, as it created a space for dialogue
on critical issues such as employment, environmental concerns,
and social infrastructure. Sub-roundtables were set up to focus
on specific areas, including social and productive infrastructure,
mining and environmental issues, agricultural development, and
social responsibility. However, despite the formal creation of the
roundtable and agreements made within the sub-roundtables, lit-
tle meaningful progress was made. Although MMG promised to
hire local workers, particularly for forest nurseries, and to support
infrastructure projects like water and sanitation systems, these
commitments were not fulfilled in a timely manner.

As the months passed, frustrations grew as the promised proj-
ects failed to materialize. The lack of tangible results led to re-
newed protests in early 2017, with the community once again
blocking access roads and demanding the company meet its ob-
ligations (Defensoria del Pueblo 2017). The government, in turn,
declared a state of emergency in February 2017 (rppP 2017) and
called for new rounds of dialogue under the framework of MDCH.
MMG’s promises of employment were questioned, with demands
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for increased labor in forest nurseries and a wage increase for ex-
isting workers. To this day, this has been the pattern of interaction
between the rural communities of Challhuahuacho, headed by
the Federation of Peasants, the state, and the company. Despite the
formation of the MD CH almost ten years ago, the dialogue process
has remained stalled as the government and MMG continued to
offer explanations rather than concrete solutions. The roundtable
became increasingly ineffective, with community representatives
threatening to abandon the discussions and continue with the
protests.

Another big challenge faced by Las Bambas has been the pro-
tests surrounding the use of local roads for mineral transportation.
These disputes began with the Environmental Impact Assessment
(E1A) process. The mining company Xstrata presented its initial
EIA in 2010, which was later approved by MINEM (Ministry of
Energy and Mines) in 2011. According to the original E14, the proj-
ect was designed to include three primary areas: the Las Bambas
mining site, a pipeline, and the Tintaya copper project (which was
also owned by Xstrata). The pipeline was intended to stretch 206
kilometers, transporting minerals from the Las Bambas plant to
the molybdenum plants in Tintaya, located in Espinar, Cusco (De-
fensoria del Pueblo 2016/a).

However, in 2013, Xstrata merged with Glencore International
PLC, forming the Glencore Xstrata PLC conglomerate. Following
the merger in December 2013, the Peruvian Ministry of Energy
and Mines (MINEM ) approved the first of several amendments to
the E1A through a Sustainable Technical Report (1Ts). This tool
allows for changes to be made to a project’s components with
minimal environmental impact. While it is understandable from
a business perspective that MM G, the new owner of the Las Bam-
bas project, shifted from the pipeline to trucks to transport the
copper concentrates, as Las Bambas and Tintaya now belonged
to two separate companies, this decision drastically changed the
environmental and social dynamics of the project.

The shift to trucking was implemented without adequate con-
sultation with local communities, leaving local residents frustrated
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and marginalized. As a result, a series of social conflicts began to
emerge, driven by environmental concerns, road conditions, and
the strain of increased truck traffic. These protests culminated in
September 2015, when a provincial strike was called by communi-
ty leaders demanding more transparency and accountability from
MMG and the government regarding the transportation route
and its environmental and social implications. The situation esca-
lated after September 28, 2015, when a group of protestors tried
to enter the mine’s facilities, resulting in a deadly clash with the
National Police. This violence led to the deaths of three protestors
and dozens of injuries and arrests (CooperAccion 2015).

In response to the escalating tensions, the government declared
a state of emergency on September 29, lasting for 30 days in the
provinces of Cotabambas, Espinar, and Chumbivilcas (CooperAc-
cion 2015). As part of the government’s effort to defuse the crisis,
a dialogue roundtable was established in the province, intended
to address the modifications to the E1a and facilitate commu-
nication between the community, MMG, and the government.
The government called for information workshops to explain the
changes made to the E1A, but tensions persisted, particularly since
the leaders of the defense fronts and protest committees, who
had promoted the mobilizations, were initially excluded from the
negotiations. This exclusion exacerbated existing grievances and
contributed to a sense of disenfranchisement among the com-
munity leaders.

Despite these tensions, the government pushed forward with
the creation of the “Working Roundtable for the Development
of the Province of Cotabambas” (MTD c) in November 2015. The
roundtable was formed with various ministries, local authori-
ties, and civil society representatives from the province. The first
meeting of the MTD C took place in February 2016. Although the
formation of the M T D C was a step towards reconciliation, the im-
plementation of its agreements faced significant delays; for this rea-
son, the Provincial community leaders withdrew from the round-
table in March amid mounting tensions along the road (Red
Mugqui 2016).
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By early 2016, as the mine began commercial operations, be-
tween 200 and 300 trucks transported copper and molybdenum
concentrates daily from the Las Bambas mine to the port of Matara-
ni. The heavy traffic from the trucks contributed to increased dust,
noise, and vibrations, significantly affecting communities along
the transportation routes. In August 2016, communities along these
routes organized road blockages to protest against the environ-
mental and social impact caused by the trucks (La Republica,
2016). This protest led to further clashes with the police, resulting
in one death and 17 injuries during an incident in October (De-
fensoria del Pueblo 2016/b).

In December 2016, a high-level government commission led
by Vice President Vizcarra arrived in Cotabambas to present a
Development Plan for the Province. In front of the local mayors,
community organization leaders, and regular villagers, Vizcar-
ra announced that MMG would need to modify its Exa within
three months and that the government would compensate the
communities for the lands used by the company to move minerals.
However, the compensation amount was disputed: the government
offered 17 million soles, while the communities valued the land
at 50 million soles. The announcement also proposed an invest-
ment of 2 billion soles over five years, which MMG, the State, and
the Regional Government would jointly fund (El Peruano 2016).
In February 2017, the local officials led by the Provincial Mayor
accepted the government’s offer. The final validation of the plan
excluded some sectors of the population, particularly those who
had driven the agenda at the Cotabambas Roundtable and promot-
ed the September 2015 strike. For this reason, the disagreements
over the Development Plan ultimately led to further protests (La
Republica 2016).

The MTD C process struggled to address the pressing concerns
of the local communities. In March 2017, the Judiciary ordered
eighteen months of preventive detention for the Mayor of the Cota-
bambas Province, Odilén Huanaco, for alleged acts of corruption
during his term as Mayor of the Challhuahuacho District (La Re-
publica 2017). The political instability and the loss of credibility
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in local officials make it harder to enforce the agreements made
with the company and the central government during the dialogue
roundtables. While new roundtables were established to address
the new protests and demands to fulfill the old agreements, they,
too, failed to yield significant progress, leaving local communities
frustrated and skeptical about the government’s willingness to
resolve their concerns.

Despite the economic benefits the mine brings to Peru, includ-
ing job creation, infrastructure development, and a substantial
boost to Peru’s copper exports, the Las Bambas mine exemplifies
the complex challenges that Chinese foreign investments can face
in regions with deep-seated social dynamics and environmental
concerns. The dialogue roundtable process, while established as a
platform for negotiation and conflict resolution, has shown limita-
tions in addressing the root causes of unrest and dissatisfaction.
The case highlights the importance of genuine engagement with
local communities, transparent communication, and accountabil -
ity in future foreign investments to ensure that projects are both
economically viable and socially responsible.

4. Conclusions and Policy Suggestions

The trade relationship between Peru and China in the copper sector
highlights the complexities inherent in global value chains (GVCs),
where economic flows are structured in ways that often rein-
force asymmetries in power, technological innovation, and terri-
torial development (Dussel Peters 2018). Peru’s role in the global
copper value chain remains predominantly upstream, centered on
the extraction and export of raw materials. In 2023, 92 % of its cop-
per exports to China were conducted under subheading 260300
(copper ores and concentrates), reflecting the continued absence
of value-added processes domestically. This reliance on raw ma-
terial exports underscores the structural challenges facing Peru’s
copper industry and reinforces the asymmetries characteristic
of center-periphery dynamics in its trade relationship with China.



TERRITORIAL IMPACTS OF EXPORTING COPPER FROM PERU TO CHINA

The asymmetries in the Peru-China trade relationship exac-
erbate structural inequalities. Investments in large-scale mining
projects, such as Las Bambas, have transformed territorial dy-
namics by generating local economic opportunities. The case of
the Las Bambas mining project exemplifies the duality of most
large-scale mining projects in Peru, acting as both a driver of re-
gional development and a source of structural challenges. As the
fifth-largest copper producer in the country, Las Bambas signifi-
cantly contributes to Peru’s copper exports, accounting for 11 % of
national production in 2023. In the Apurimac region, it serves as
the sole copper operation, delivering substantial economic bene-
fits through canon minero, royalties, and concession fees that fi-
nance public investment and infrastructure projects. Yet this de-
pendency on mining underscores vulnerabilities such as limited
economic diversification, environmental degradation, and social
tensions. While Las Bambas has generated over 8,000 jobs and
fostered a workforce with notable local representation, challenges
remain in ensuring long-term sustainability and promoting gen-
der equity in a male-dominated industry.

However, these benefits are unevenly distributed and often
overshadowed by environmental degradation and inadequate so-
cial inclusion. Social tensions remain acute, as evidenced by the
fact that 60 % of social conflicts in Peru are related to mining activ-
ities. These conflicts stem from a lack of meaningful consultation
mechanisms, environmental mismanagement, and insufficient
alignment between corporate practices and community needs.
Environmental challenges are another critical concern. Despite the
establishment of governance frameworks —such as SENACE and
OEFA -, Peru continues to face challenges in ensuring compliance
with environmental standards. Current practices often fail to ade-
quately mitigate long-term ecological impacts or involve communi-
ties in decision-making processes. Global Value Chains (GVCs)
must be understood not only as economic mechanisms but also
as instruments that shape territorial governance and sustainability.
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Addressing these structural issues will be essential to maximiz-
ing mining’s benefits while mitigating its adverse impacts on social
and economic resilience.

Economic diversification is a critical strategy for reducing Peru’s
dependence on copper and mitigating the risks associated with
commodity price fluctuations. Proactive investment in alternative
sectors such as agroindustry, renewable energy, and technology
can provide new avenues for sustainable growth. For example,
Peru’s agricultural sector offers significant potential for high-value
exports, particularly in organic and specialty markets. Meanwhile,
the country’s abundant natural resources make it well-suited for
future renewable energy projects, which could position it as a lead-
er in clean energy within the region. Moreover, fostering research
and innovation through dedicated funding and the establishment
of technological hubs could unlock opportunities in emerging
industries, integrating Peru into other GVCs beyond copper.

Environmental governance must be strengthened to address
the ecological challenges associated with mining activities. In-
stitutions like SENACE and OEFA require greater financial and
technical capacity to ensure effective oversight and enforcement of
environmental regulations. Improving the transparency and rigor
of Environmental Impact Assessments (EIAs) is a priority, with an
emphasis on methodologies that account for long-term ecological
risks. Local communities should be actively involved in the E1a
process to ensure that their concerns are addressed. Addition-
ally, aligning Peru’s environmental standards with international
benchmarks would enhance the sustainability of the mining sector
and improve its global competitiveness.

Resolving the persistent social conflicts surrounding mining
activities requires institutional reforms. Dialogue Tables should
be restructured to ensure that the agreements reached are binding
and enforceable. Independent monitoring mechanisms should be
introduced to oversee the implementation of these agreements,
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ensuring accountability. Empowering local communities through
training programs focused on negotiation, governance, and re-
source management can enhance their capacity to participate ef-
fectively in decision-making processes. Establishing a dedicated
Ombudsman’s Office for extractive industries would provide an
impartial platform for mediating disputes and addressing griev-
ances, fostering trust among stakeholders.

Efficient management of mining revenues is vital to translating
the economic benefits of the sector into sustainable development
outcomes. The creation of a sovereign wealth fund could stabilize
revenues over time, enabling investments in critical areas such as
education, healthcare, and infrastructure. This fund would also
serve as a buffer against the volatility of copper prices, ensuring
fiscal stability during downturns. Transparency mechanisms, such
as public reporting of revenue allocation, are essential for reduc-
ing corruption and inefficiency. Reforming the canon minero to
ensure that resources are distributed equitably and used effectively
would further maximize its impact on local development.

Promoting sustainability in mining practices is crucial for
balancing economic growth with environmental stewardship.
Companies should be incentivized to adopt green technologies,
including renewable energy sources, water-efficient extraction
methods, and waste recycling systems. Robust land rehabilita-
tion plans should be mandatory to restore ecosystems impacted
by mining operations. Aligning these efforts with international
sustainability frameworks, such as the UN Sustainable Develop-
ment Goals, would ensure that Peru’s mining sector contributes
positively to global environmental objectives.

Building local capacities is a foundational step toward enhanc-
ing Peru’s integration into the copper G vc. Expanding vocational
training programs tailored to the needs of the mining and manu-
facturing sectors would equip workers with the skills required for
higher-value roles. Increased investment in science, technology,
engineering, and mathematics (STEM) education would foster
innovation and prepare a workforce capable of driving indus-
trial growth. Encouraging multinational corporations to share
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knowledge and technology with local firms would further accel-
erate this process. Additionally, Peru should engage actively in
international trade and environmental forums to advocate for fair-
er terms of participation in GVCs, ensuring that its contributions
as aresource-rich nation are adequately recognized and rewarded.

By implementing these policies, Peru can transform its current
reliance on raw material exports into a foundation for sustainable,
inclusive, and resilient development. This approach not only ad-
dresses existing vulnerabilities but also helps the country to take
full advantage of its strategic role in the global economy.
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Territorial Impacts
of Ecuadorian Shrimp °S Global
Value Chain to China

Carolina Viola-Reyes and Giuliana Vera-Diaz

Introduction

This chapter aims to discuss the territorial impact of the Ecuador-
ian shrimp value chain aimed at the Chinese market. To achieve
this, we introduce a multiscale approach, with a particular em-
phasis on the impacts that materialize at the territory-body scale.
From this perspective, we propose discussing the relevance of
place and locality as privileged sites for empirically visualizing the
impacts of the global geoeconomy. At the same time, it suggests
observing territories as socio-political constructs and bodies as
the ultimate space of state sovereignty (Agamben 1998). It is here,
in these extraction territories, that one can see, in their raw form,
the impacts of the global geoeconomy characterized by relations
of ecological imperialism (Foster and Clark 2020).

In Ecuador, the shrimp industry finds its origins in the 70s.
In moments of weak state regulation, shrimp farming for export
expanded through the illegal occupation of extensive areas of
mangrove swamps. It is estimated that 70 % of the ecosystem was
devastated by the installation of shrimp ponds (C-Condem 2007),
causing irreversible damage to nature and the mangrove commu-
nities. Like any commodity, it has exhibited volatile behavior de-
termined by international demand, in addition to frequent plagues
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and disease outbreaks that affect the industrial shrimp farming.
The development of new genetically plague-resistant variants has
enabled the industry’s continuous growth until the 2000s (Pie-
drahita 2018).

In the 21st century, the shrimp industry has been one of the
sectors that has benefited the most from closer ties to China. In
2000, shrimp exports generated an income of usp 754 million,
growing exponentially to usp 6.1 billion in 2024. By 2023, ex-
ports to China accounted for 54 % of the total shrimp and prawn
exports, followed by the United States with 20 % (CEN 2024).

In order to understand the complexity of the territorial effects
of the shrimp value chain and the Sino-Ecuadorian relationship,
this chapter is organized in four sections. The first presents a re-
view of the literature on the Sino-Ecuadorian relationship. The
second section focuses on a description of the trade relationship
between China and Ecuador. The third section characterizes the
value chain of shrimp exported to China. The fourth section ex-
amines the territorial impacts of the shrimp export industry, and
we conclude by proposing some conclusions that address the re-
search objectives.

1. Studies on the Sino-Ecuadorian
Relationship

Despite the moderate economic and political relevance of this
small Andean country within the Latin American context, since
2025 Ecuador has established itself as one of the hotspots for Chi-
nese investments in the region, emerging as an interesting case
study for the analysis of the dynamics of territorialization and
deterritorialization by the Asian giant in Latin America (Sacher
2017; Viola 2016, 2021). As a result, in the last decade, academic
production on Sino-Ecuadorian relations has increased, encour-
aging studies and research on Chinese presence in Ecuador. These
deliberations tend to focus on three main approaches: the poten-
tial of the economic and trade relationship, the asymmetry within
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the relationship and its consequences, and lastly, the socio-envi-
ronmental dimension, with an emphasis on threats and impacts
on local communities and nature.

Regarding the first approach, Salinas-de Dosh (2012) stands
out for analyzing the growth of Chinese investments, particularly
in infrastructure since 2010, examining their effects on Ecuador’s
economy. The article provides evidence of the growth of Chinese
investments in mining and oil operations since 2005, in a context
of China’s increasing interest in natural resources and, in turn,
Ecuador’s search for new strategic alliances. In this regard, Reyes
and Lee (2017) discuss the political economy of the relationship
between China and Ecuador from the pragmatism of an interna-
tional relations realist lens. These authors emphasize the potential
of the relationship and the challenges it presents for the Ecuador-
ian state; the weakness of state capacities debilitates, in most cases,
the pursuit of better conditions in negotiations.

From this critical analysis on the opportunities derived from the
Chinese presence in the region, Jenkins, Dussel Peters, and Mez-
quita Moreira (2008) describe both the opportunities and threats
of the relationship in The Impact of China on Latin America and
the Caribbean. In this regard, it is noteworthy to mention the com-
pilation by Adrian Hearn and Leén-Mariquez (2011). Similarly,
it is essential to mention the Monitor of Chinese OFDI in Latin
America and the Caribbean coordinated by Dussel Peters at Red
ALc-China, published annually since 2015, as well as the periodic
reports titled Economic Relations between China and Ecuador:
Trade, Investment, and Cooperation. These periodic reports sys-
tematically describe the evolution of trade, investment, and coop-
eration relations over the past decade, highlighting the progressive
strengthening of the relationship between China and Ecuador
from an economic, political, and cultural perspective.

Another topic of interest in Chinese relations concerns co-
operation, specifically South-South cooperation. In this regard,
although China is a rising power, its discourse positions it as a
country from the Global South that has emerged successfully (Vio-
la-Reyes and Mora-Vera 2025). In this regard, Vadell, Brutto, Leite,
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and Crivelli (2020) highlight the emergence of a new paradigm
for cooperation, an alternative and superior model to traditional
Official Development Assistance (0D A ), which could translate
into benefits for the Latin American region. In response, from a
critical geopolitical approach to international cooperation rela-
tions with the Asian giant, Viola-Reyes and Mora-Vera (2025)
discuss the contradictions between the principles of South-South
cooperation and the so-called Beijing Consensus in contrast to the
Washington Consensus, revealing, on one hand, the continuities
and patterns in the traditional relations with the West that main-
tain the dependent model of natural resource extraction, as well
as differences in strategies and tools for influence and intervention
(Viola-Reyes and Mora-Vera 2025).

The issue of asymmetries and the deepening of exchange rela-
tionships dependent on natural resources in Latin America had
already been addressed by Gallagher and Porzecanski (2010);
the authors emphasize that the relationship with China repre-
sents a threat to the industrialization of Latin American countries.
This concern is also shared by Jenkins (2009, 2010, 2015), who
warns on the de-industrialization effects of China’s growing pres-
ence in Brazil and alerts to the deepening of the dependent pri-
mary-export model in other countries such as Ecuador or Peru.
Another concern is the growing indebtedness and its effects on
dependency. In this context, Ray and Myers (2024) note that be-
tween 2004 and 2023, Ecuador received approximately usp 11.8
billion from the “Chinese policy banks,” ranking third, behind
only Venezuela and Brazil. Ecuador is the third destiny, in terms of
relevance, for Chinese loans in Latin America.

Regarding the environmental dimension, there are sev-
eral studies that showcase Ecuador as a critical example of the
problems that stem from oil, mining, and infrastructure invest-
ments in ecologically sensitive and culturally diverse territories,
especially in areas where Indigenous communities and Native
peoples are present (Ray and Chimienti 2017; Sacher 2017; Viola-
Reyes 2016, 2021). Socio-environmental concerns also frame the
research conducted by Diana Castro and Paulina Garzén (2018)
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on hydroelectric infrastructure in Ecuador, financed with Chinese
capital, emphasizing the negative impacts generated at the ter-
ritorial, social, and economic levels as a result of implementing
these projects.

From the case study viewpoint, the research on the territori-
alization process of the Coca Codo Sinclair hydroelectric proj-
ect conducted by Viola-Reyes (2016) and the warnings about the
socio-environmental and cultural impacts of the neo-extractivist
policy financed with Chinese capital (Viola-Reyes 2021) are ex-
amples of concrete evidence of the environmental injustices that
this asymmetrical relationship can entail. Similarly, in the mining
sector, the research carried out in Zamora and Morona Santiago
by William Sacher (2017) describes the dispossession processes
inherent in mega-industrial mining and the characteristics that the
dispossession process takes on when led by China. These contribu-
tions see the relationship with China as a new form of ecological
imperialism (Foster and Clark 2020), driven this time by the meta-
bolic gap created by the predatory development model established
decades ago by the Asian giant.

In conclusion, research developed in Latin America on the
case of Ecuador shows that China established itself, in the first
two decades of the 21st century, as a strategic ally in public in-
frastructure for the Ecuadorian government, providing resources
and technology for the development of projects primarily aimed at
enhancing the extraction capacity of commodities for the interna-
tional market. China’s focus on this small Andean country must be
analyzed within its regional context, where the Asian giant seeks
to expand its presence to secure access to essential resources, such
as minerals, oil, and food, through financing and investments in
strategic sectors.

In this regard, most studies focus on analyzing mining and oil
operations, as well as large infrastructure projects. In this chapter,
we aim to contribute new evidence regarding shrimp value chains
from a territorial perspective. This sector of the Sino-Ecuadorian
relationship has been seldom explored, despite its exponential
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growth; therefore, this research aims to fill a gap in the existing
literature on shrimp value chains targeting the Chinese market.

2. Commercial Relationship Between China
and Ecuador

On May 10th, 2023, Ecuador signed a Free Trade Agreement (FTA)
with the government of Beijing, focusing on the progres-
sive liberalization of trade in goods between the two countries
(Ministerio de Produccién, Comercio Exterior, Inversiones y
Pesca 2022). The FTA comprises 16 chapters, including one on
e-commerce; however, at the request of the Ecuadorian govern-
ment, no chapters on labor rights or environmental standards
were included. This decision is explained by the urgency in which the
Ecuadorian government negotiated the agreement: a record
time of eight months, between April and December of 2022. Be-
yond the specific content of the FTA, the agreement establishes a

Figure 1. Ecuador: Oil and Non-oil Exports to China of
(2014-2024) (s Us million)
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commercial relationship that has been growing qualitatively and
quantitatively over the past decade.

Since 2021, total exports have exceeded usD 5 billion annually,
with non-oil exports showing the most significant growth since
2018 (Figure 1). By 2024, non-oil exports reached a total of usp
5.085 billion, compared to usD 4.6 billion in oil exports. Regard-
ing the composition of non-oil exports to China, it is concen-
trated in shrimp, prawns, and other crustaceans, as well as in
lead and copper concentrates, cocoa, bananas, balsa wood, timber,
and wood products (Figure 2).

Figure 2. Ecuador: Exports to China by Main Products ($ us million) (2014-2024)
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On the import side, Ecuador imported approximately usp 6.4
billion-dollar worth of products from China in 2022, including
metal manufactures, automobiles, mobile phones, computers, ma-
chinery, and parts. Throughout the period analyzed, Ecuador’s
trade balance with China has been negative (Figure 3). In 2022 and
2023, there was a significant improvement in the trade balance,
with a considerable decrease in the deficit, which was reduced to
UsD 484 million and usD 244 million, respectively. This signifies
a substantial improvement compared to the usp 1.1 billion-dollar
deficit recorded in 2021.



LATIN AMERICAN EXPORTS TO CHINA. Local Experiences and Challenges

Figure 3. Ecuador: Trade Balance with China (2016-2023) (million usp)
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Figure 4. Ecuador: Shrimp Exports ($million dollar and million pounds)
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Ecuador’s exports to China are led by shrimp and prawns, ac-
counting for 63.6 % of total exports in 2024, while other sectors,
such as minerals, oil, and agricultural products, have adopted a
complementary role in the export matrix (Figure 2). From the
beginning of the century, the specialization and economic up-
grading of the shrimp sector have allowed it to consolidate as a
star product in Ecuador’s export repertoire. The following graph
illustrates shrimp exports over the last four decades, showcasing
that after the White Spot Syndrome crisis, which led to a reduction
in shrimp exports between 2000 and 2004, the sector’s relevance
has not dwindled and has shown an increase of 2480 % between
2014 and 2024 (Figure 4).

This exponential growth has, as one of its primary drivers, the
increased demand for Ecuadorian shrimp from China, where Ecua-
dor has established a significant market niche. Table 1 shows the
importance of the Chinese market for Ecuadorian shrimp. In 2024,
shrimp exports to China represented 50.62 %, with Europe as the
second destination, accounting for less than half of what was ex-
ported to China at 21.77 %, and the United States as the third
destination, representing 18.15% of total exports for that year
(Table 1). This data places China as the primary destination for
Ecuador’s shrimp value chains.

Table 1. Ecuador: Shrimp Exports by Country (share over total) (2019-2024)

2019 2020 2021 2022 2023 2024

China 38.94 54.32 52.02 58.74 57.98 52.62

United States 19.55 14.91 20.21 19.57 18.14 18.15

European Union 22.64 18.92 19.14 14.67 16.05 21.77

Rest of Asia 13.03 8.13 5.20 4.47 5.24 4.63
America 5.33 2.83 2.93 2.04 1.90 1.87
Africa 0.01 0.01 0.04 0.05 0.58 0.45
Oceania 0.00 0.00 0.00 0.00 0.12 0.08

Fuente. Own elaboration based on data from the National Chamber
of Aquaculture (2024).
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Hence, in 2019, shrimp exports to China already contributed
UusD 1.4 billion annually; however, by 2024, shrimp exports repre-
sented an annual income of Us b 3.2 billion. This trajectory is char-
acterized by a compound annual growth rate of over 50 % between
2007 and 2024, showcasing the industry’s productive capacity and
the role Chinese demand plays in transforming privileged sectors
of Ecuador’s export matrix (CNA 2024).

3. The Shrimp Global Value Chain

The methodological discussion on Global Value Chain (Gvc’s)
analysis has led to the intersection of various approaches in under-
standing their composition and impacts (Dussel Peters 2018). Such
convergence is significant for analyzing Ecuador’s positioning.
Traditional analysis methodologies enable a closer examina-
tion of the shrimp sector in Ecuador, including its productive
structure, local and global geographical scope, industry organiza-
tion, economic scaling tools, the economic and social conditions
of its environment, institutional conditions, and the mapping of
stakeholders and interest groups (Gerefh et al. 2016). However,
given Ecuador’s condition as a developing country and considering
the shrimp sector commercial dependency to China, it is neces-
sary to implement a comprehensive territorial impact analysis
methodology that involves a framework of territorial endogeneity,
meaning an understanding of how regions integrate into global
value chain dynamics as suggested by Dussel Peters (2018).

The Ecuadorian shrimp industry originates in the late 60s in El
Oro province, in Southern Ecuador, “back then, shrimp were
caught in high seas, until for the first time in 1966 in Santa Rosa,
shrimp farming began in ponds with the native species L. Vanna-
mei and Litopenaeus stylirostris” (C-Condem 2007:24). Industrial
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shrimp farming emerges in a context of weak state capabilities, ex-
panding in many cases through the illegal occupation of extensive
areas of the mangrove ecosystem. In the 1980s, the industry expe-
rienced a 600 % growth, occupying an estimated 439 hectares of
the mangrove ecosystem, distributed across Esmeraldas, Manabi,
Guayas, and El Oro (C-Condem 2007) (Table 2). By 2015, shrimp
farming ponds had reached 213,032 hectares, compared to the
148,230 hectares of remaining mangroves on the Ecuadorian coast
(Piedrahita 2018). However, these numbers are challenged by local
organizations that advocate for the preservation of the mangrove
ecosystem, who call them conservative and misleading, “from
an ecosystem perspective, the impact is not only on the mangrove
forest; you need to include the salt ponds, the other species that
make up the ecosystem, and water mirrors” (Torres 2025).

Table 2. Ecuador: Main Regional Characteristics of the Shrimp Industry (1976-2000)

TOTAL ESMERALDA MANABI GUAYA EL ORO
1976 6 439 0 0 1 20 2 300 3 119
1980 | 156 | 14,707 1 50 28 1,772 104 | 10,944 | 23 1,941

1985 | 940 | 93,222 32 2,241 112 | 4,313 581 |[71,020 | 215 | 14,548

1990 | 1,780 (128,071 136 | 4,363 | 347 |10,716 | 877 [90,010| 420 |22,982

1995 | 1,994 |138,710f 170 | 6,846 | 404 |12,089| 972 |[96,587 | 448 | 24,188

2000 | 2,036 (152,523 180 | 9,949 | 409 |12,459| 998 (105,482 449 |24,633

Source: Own elaboration based on Marriot (2003:3).

According to the National Coordinating Corporation for the De-
fense of the Mangrove Ecosystem (Corporaciéon Coordinadora
Nacional para la Defensa del Ecosistema Manglar) (C-Condem),
the industry’s growth between 1969 and 2006 resulted in a 70 %
decline of the ecosystem. Similarly, research developed by Mach-
ado (2013) backs up this data: “Ministerial Agreement 498, from
1986, issued by the Ministry of Agriculture and Livestock, de-
clared 362,742 hectares of mangrove forested land as a protective
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forest. However, in the 2000 Forest Map of the Integrated Natu-
ral Resources Survey Center for Remote Sensing (Clirsen), only
108,299 hectares of mangrove were detected” (Machado 2013).

Since its inception, the shrimp industry has tended to expand in
hectares or income, with brief interruptions or declines caused
by depressions in international demand and, primarily, by plagues
and diseases that affect farmed shrimp. By the late 90s, the industry
faced a crisis period due to diseases that proliferated in shrimp
pools, causing losses in the millions for the industry: “This type
of production, by the year 2001, represented 96 % of total shrimp
industrial production (C-Condem 2007:24). According to date
by the National Chamber of Aquaculture (2024), shrimp produc-
tion declined by 252 million pounds to 209 million in 1998 due to
a disease known as Taura’s Syndrome,' and in the year 2000, with
the expansion of the White Spot Virus, it declined again, falling to
82 million pounds with a 60 % reduction in exports. Production
levels achieved before 1998 were finally reached by 2004, marking
sustained growth that year.

The importance of shrimp in the country’s export matrix en-
couraged a series of efforts to overcome the industry’s sanitary
crisis. For this endeavor, the establishment in 1989 of the country’s
first aquaculture program at the Escuela Superior Politécnica del
Litoral (EspoL) was crucial, along with the creation of the Na-
tional Center for Aquaculture and Marine Research (CENAIM),
which received support from the Japanese government. By the
first few years of the 21st century, innovation and research had
increased: “Due to high mortality during production, hatcheries
that carried out broodstock maturity processes began using pond-
raised animals that had survived the viruses, and from these ani-
mals they developed new generations that were later transferred
to grow-out ponds to produce the new crops” (Piedrahita 2018).
These advances enabled production to recover to pre-crisis levels
and multiply them exponentially (Table 3); however, they did not

1 Taura Syndrome is the name of a disease that causes the death of shrimp species and is
linked to water contamination from pesticides used by the banana industry to combat
black sigatoka, as well as from fungicides used in shrimp ponds (Marriott 2003).
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diminish the use of chemicals, pesticides, chlorinated compounds,
and antibiotics, which contribute to high levels of pollution
in ecosystems.

In 2007, crustacean exports represented 4.1 % of total Ecua-
dorian exports. Compared to the 22.2% it represented in 2022,
the sector has achieved a growth of 447 %. Chinese demand for
shrimp and prawns has played a key role in this growth; as pre-
viously highlighted, more than 50 % of exported shrimp is des-
tined for the Chinese market. The expansion of shrimp farming
hectares, driven by the growing demand for crustaceans and the
lack of environmental commitment of local economic and politi-
cal elites, has resulted in the accelerated destruction of the man-
grove ecosystem and the social fabric of mangrove communities
over the past two decades.

By 2023, the Ecuadorian shrimp industry comprised 893 compa-
nies dedicated to shrimp farming in ponds, 30 companies focused
on the preparation, preservation, and processing of shrimp and

Figure 5. Ecuador: Geographic Distribution of Shrimp Farming Ponds
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Source: Own elaboration based on C-Condem (2007:5).
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prawns, and 180 companies engaged in the wholesale trade of
shrimp and prawns (Corporacion Financiera Nacional 2024). The
ponds are located along the country’s coastal region, including
the provinces of Guayas, Santa Elena, El Oro, Manabi, and Es-
meraldas.

Guayas province is the industry’s core, consolidating itself in
the 21st century as the main area for shrimp farming and har-
vesting. El Oro ranks as the second largest farming center, while
Manabi serves as a key export hub through the port of Manta. Last-
ly, Esmeraldas, Los Rios, and Santa Elena contribute to national
production with smaller areas dedicated to farming and hatcher-
ies. The global geographic scope refers to the breakdown of exports
to international markets by destination. In the case of Ecuador-
ian shrimp, the main markets in 2024 were China (42.89 %), the
United States (28.59 %), Italy (4.6 %), Spain (4.06 %), and France
(2.26 %) (Table 1).

The shrimp sector in Ecuador is characterized by a dynamic that
combines both hierarchical and relational industrial structures.
Large companies are vertically integrated, controlling multiple
stages of production and allowing for the optimization of op-
erations. Large producer-exporters integrate their own farming
operations, packing plants, processing companies, and export
businesses; they have significant influence abroad, strong market
control, and privileged relationships with political power. Along-
side these large corporations, small and medium-sized producers
coexist, relying on long-term relationships with major exporters to
access international markets, thereby consolidating a network of
suppliers. The enormous asymmetries between large, medium,
and small businesses tend to concentrate the greatest benefits in
the former, which act as oligopolies, controlling and limiting ac-
cess for other actors.

According to the National Financial Corporation (CEN), by
2024, there were 79 large companies dedicated to shrimp farming,
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seven large companies dedicated to the processing and preserva-
tion of shrimp and prawn products, and eight large companies
committed to wholesale sales (Table 3). Due to their integrated
nature, many of these companies converge into a dozen corpora-
tions that control national production and the global export of the
product. The relevance of large corporations is clear when we con-
sider the employment they generate. In 2024, large companies cre-
ated 19,077 direct jobs in the process of farm exploitation, product
processing and preservation, and wholesale marketing, compared
to the 8,668 jobs collectively generated by small and medium-sized
companies (Table 3).

Table 3. Companies in the Shrimp G vc and Jobs by Type of Company (2024)

Preservation and

Shrimp hatchery . . Wholesale sales of shrimp
o processing of shrimp and
exploitation and prawns
prawn products

Firms Employment Firms Employment Firms Employment

Large 79 14,094 7 3,261 8 1,722
Medium 163 4,917 3 234 14 185
Micro 439 1,476 19 66 86 262
Small 212 1,385 1 4 30 139
Total 893 21,872 30 3,565 138 2,308

Source. Own elaboration based on National Financial Corporation (2024)

The shrimp industry follows a production chain structured in
stages: “The main links in this chain are the hatcheries, grow-out
ponds, feed producers, packing plants, and exporters” (Marri-
ott 2003:9). In the initial stage, hatcheries supply post-larvae, a
process that requires essential inputs such as water, oxygen, pro-
biotics, and specialized feed. Larvae production for the industry
began to develop strongly in the late 1990s, due to the growing
scarcity of gravid females captured at sea and later transferred to
farming ponds (Marriott 2007). The state promoted the innova-
tion in post-larvae production through the Aquaculture Research
Institute of EsPOL in coordination with CENAIM.
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Currently, several laboratories are responsible for post-larvae
production. It is worth noting that participation in this stage is
mainly by large national corporations that also operate on other
stages of the production chain. Among these are Acuagran (Gran-
jas Marinas Group), Génesis (Nobis Group), Camaronera Na-
cional (Pronaca Group), Omarsa (Aquaculture Laboratory), and
Shrimp Improvement Systems (s1s) Ecuador. There are also small
cooperatives and medium-sized laboratories in Manabi and El
Oro that primarily supply microenterprises, as well as CEP1A
(Aquaculture Production and Research Center), which is linked
to public and private universities in the city of Guayaquil. The
absence of a significant foreign presence in this stage reflects
the success of the strategy of the shrimp industry in aligning with
university-based research, which allowed it to develop innovation
capacities adapted to local conditions.

In the next stage, post-larvae are used along with other inputs
such as feed, aerators, and disease control supplies to support the
growth and harvest of live shrimp ready for processing. The feed
industry for shrimp farms in Ecuador has grown in tandem with
exports and is dominated by large national corporations and mul-
tinational companies with subsidiaries in the country. Regard-
ing the national corporations, Alimentsa, Pronaca, and Expalsa
stand out; the main foreign corporations based in Ecuador include
the Dutch company Skretting Ecuador from the Nutreco group
—the world’s leading aquaculture feed producer with operations
on five continents— Vitapro, Cargill Ecuador under the Purina
brand, and the Danish corporation Biomar. Unlike the post-larvae
production stage, this segment is led by foreign corporations and,
nationally, by the Pronaca group.

During the harvesting process, employment is primarily low-
skilled and pays no more than the minimum living wage of usp
470 per month. There is a high level of informal labor, especially
during harvest weeks when more workers are needed. Local popu-
lations are usually employed for these tasks and, occasionally, in
security-related roles that are often outsourced to private security
companies.
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Working in shrimp farm security in Ecuador is not an easy task.
A 2023 BBC report on the shrimp industry in Ecuador revealed
that, “an industry that moves billions of dollars every year in a coun-
try with serious security problems is almost inevitably a target of
crime (...) We receive threats. They send you messages through
other people saying that if you report it or go to the police, they
will kill you.” The issue of security has led this sector to obtain spe-
cial permits for carrying firearms and to maintain armed guards
on the farms. However, this has also resulted in abuses against local
populations who often approach the shrimp farm walls, the few
remaining mangrove areas, to collect shellfish and crabs.?

Once the shrimp has been harvested, it is necessary to process
them for exportation. Using cold storage logistics and packaging
materials, the shrimp are prepared for export and distribution. As
previously noted, the integrated nature of the large companies that
control Ecuador’s shrimp export market is evident at every stage
of the process. In the packing stage, the leading companies, in
order ofimportance, are: Songa, Promarisco, Expalsa, Santa Priscila,
Eurofish, Nueva Pescanova Ecuador, Frimarsa, Balcazar e Hijos,
and Proexpo. Packing plants are typically concentrated in inter-
mediate cities from which shrimp is exported, namely, Guayaquil,
Duran, and Manta. This work requires low skill levels and involves
long, exhausting hours; there is a strong preference for female
labor in the packing plants, which often prioritize hiring women.

In the export and distribution stage, processed shrimp are
shipped to international markets, where companies sell directly
to importers and retailers, who handle the final stage of the value
chain: consumer sales, which include branding and market-
ing processes (FIT Lima, 2023). The main shrimp exporters in

2 Inthe documentary Manglar: Ley de Mujer, directed by Ecuadorian filmmaker Pocho
Alvarez, numerous cases of human rights violations are recounted, including the mur-
der of community members during confrontations with security guards. Likewise,
Machado reported for the investigative journalism outlet Plan V: “Willian José Na-
varro, 36 years old, told Plan V that in May of this year, while he was collecting crabs,
guards from a shrimp farm in the Boca del Lagarto estuary shot at him. “They gave me
no warning, they just insulted me and shot me. We were about 10 meters from their
fences” (Machado 2013).
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Ecuador, in order of importance, are Omarsa, Songa, Promarisco,
Eurofish, Pescanova Ecuador, Empacreci, Expalsa (Nobis Group),
Alpesa, Béltica, and Proexpo (National Chamber of Aquaculture,
2024). As in the previous stages, and even more intensely, the
control is oligopolistic, implying a strong corporate power’ that
has historically hindered the access of other actors.

In the Ecuadorian shrimp industry, evidence suggests economic
upgrading in several dimensions, including processes, products,
and functions. Process upgrading involves the improvement of
procedures and technologies to enhance productive efficiency,
such as automated feeding systems and selective breeding pro-
grams. Product upgrading increases the value of the final product,
such as diversifying the offer with premium shrimp products.
Finally, functional upgrading refers to entering higher-margin
activities, such as incorporating marketing strategies to eliminate
intermediaries and increase efficiency. These upgrading strategies,
in turn, are influenced by the institutional, economic, and social
contexts that directly affect the shrimp value chain.

Regarding the institutional context of the Ecuadorian shrimp
sector, we can identify, on the one hand, labor and fiscal regula-
tions, and on the other, subsidies and support granted to the in-
dustry. Labor regulations in Ecuador establish a minimum wage
(usp 470 million in 2025) and benefits that include social secu-
rity and overtime payments. This increases production costs com-
pared to competitors in Vietnam and India (Ecuador Times 2023);
however, labor costs are offset by high productivity and the quality
of the product, which makes it the preferred choice in the Chinese
and u.s. markets (Marriott 2003; Piedrahita 2018). In a BBC re-
port published in April 2023, it was highlighted that to meet Chi-
nese market demands, “Ecuadorian aquaculturists began to adapt

3 The relevance of this corporate power is also evident in the sector’s close ties, and in
many cases, overlap, with political elites. A clear example of this is the Nobis Group,
which belongs to the family of the current President of the Republic, Daniel Noboa.
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their production techniques to the new demand: among other
measures, they extended the rearing period from 3 to 4 months
to increase the size of the shrimp from an average of 18 grams to
about 30 grams.” This innovation has allowed Ecuador to surpass
India, its main competitor in that market, whose shrimp are on
average smaller (Amerise 2023).

Regarding fiscal regulations, shrimp companies pay a corporate
tax rate of 25 %, with certain benefits, including cost deductions
for research and development. Directly and indirectly, the indus-
try has been historically subsidized and supported by the state
and public policy, which has contributed to its development and
growth. Throughout the years, governments have invested in im-
proving the sector’s competitiveness through infrastructure devel-
opment and research initiatives. Along these lines, the decision to
create the Faculty of Aquaculture at Esp oL and the establishment
of CENAIM emerged, which enabled research that led to genetic
improvements, increased feed efficiency, and improved farming
practices. Similarly, and more recently, it is relevant to highlight
the project “Improvement of Competitiveness in the Aquaculture
and Fisheries Sector” and the “National Shrimp Farm Electrifica-
tion Plan.” The latter enables the improvement of shrimp farming
efficiency and sustainability, as well as reducing dependency on
fossil fuels, which leads to lower energy costs in the long term and
improved sustainability.

Finally, the sector is regulated by the Ministry of Foreign Trade
(McCE), the Ministry of Agriculture, Livestock, Aquaculture and
Fisheries (MAGAP), Agrocalidad, and the National Fisheries In-
stitute. Representing the interests of companies in the industry
is the National Chamber of Aquaculture (cNA), established in
1993 (Table 4). Since its creation, the cNA has exerted significant
political influence and has had strong negotiating power over sec-
tor regulations.
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Table 4. Ecuador: Institutions that Regulate the Shrimp Sector

Actor

Ministry of Production,
Foreign Trade,
Investments, and Fisheries

Role

Regulates aquaculture
policies, trade agreements,
and the development of
the Ecuadorian industry.

Influence

High. Directly
determines the sector’s
functioning through
policies, regulations, and
negotiations with trade
partners.

National Chamber of

Represents the industry’s

High. Influences policies

phytosanitary control
agency ensures quality and
health standards.

Aquaculture interests. and negotiates export
conditions.
AGROCALIDAD Sanitary and High. Implementation of

regulations determines the
eligibility of exports.

National Fisheries
Institute

Conducts research for the
technical upgrading of the

Medium. Provides
guidance and seeks

innovation but lacks
regulatory power.

industry.

Source: Own elaboration.

Similarly, it is essential to note the existence of credit lines in both
public and private banking for the expansion of shrimp farms,
investments in biosecurity, and technological improvements. Due
to the oligopolistic nature of the shrimp sector, large companies
benefit the most from financing, thereby increasing their export
potential while limiting that of small and medium producers. For
them, access to funding remains a challenge, as well as the high
costs associated with certification and biosecurity requirements
for export.

Regarding market conditions, access to key buyers such as
China, the United States, and Europe enables the sector to posi-
tion itself in premium markets. Meaning, production in Ecuador
is based on a shrimp species (Litopenaeus vannamei) that, due
to its taste and nutritional content, has become one of the most
popular choices for consumption. It is also fed with high-quality,
organic food and utilizes high-level technologies for sanitary con-
trol, such as Biofloc for pollution prevention. Similarly, the size of
Ecuadorian shrimp has made it the favorite compared to its Asian
competitors.
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Ecuadorian shrimp exports also have certifications that guar-
antee their quality, safety, sustainability, and good practices. For
example, Ecuadorian shrimp is certified by the Asc (Aquaculture
Stewardship Council), holds four Bar (Best Aquaculture Prac-
tices) stars —the highest rating— and has HA ccp (Hazard Analysis
and Critical Control Points) certification, which is required for
export to the United States and China. To access the Chinese mar-
ket, it also has the AQs1Q certification. Due to the reasons men-
tioned above, Ecuadorian shrimp is sold at premium prices, while
Vietnam and India emerge as competitors due to their lower prices
(Ocean Treasure 2025). Therefore, dependence on the Chinese
market represents a risk in the case of changes in demand or
trade policies.

The Ecuadorian shrimp industry comprises a diverse range of ac-
tors with varying levels of influence, operating across the various
scales of the Global Value Chain (cvc). At the local level, small
producers face difficulties in accessing financing and depend on
large companies to export due to certification requirements. In
contrast, large shrimp companies have significant control over
both production and sector regulations. Local communities and
labor unions play a key role by providing labor, although their
ability to influence working conditions and environmental sus-
tainability is limited.

At the government level, municipalities are responsible for
regulating land use and monitoring the environmental impact
of the shrimp industry. At the same time, the Ministry of Pro-
duction, Foreign Trade, Investment, and Fisheries establishes the
policies and trade agreements that govern the sector. The National
Chamber of Aquaculture represents the interests of producers and
exporters, exerting influence in both commercial and regulatory
negotiations (Rios 2022). Finally, NGOs and environmental groups
denounce unsustainable practices and the lack of transparency
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Table 5. Ecuador: Analysis of Actors Operating Locally of the Shrimp Gvc

Actor

Small-scale shrimp
farmers

Role

Independent farms or
cooperatives that produce
shrimp for local markets
and export.

Influence

Low. Depends on
government policies and
financing. They also rely
on large companies for
export due to the difficulty
in obtaining licenses.

Large shrimp companies

Vertically integrated
companies with farms,
processing plants, and
export networks.

High. Control a significant
share of production,
influence regulations,

and have direct access to
international markets.

Local communities and
unions

Provide labor. Concerned
about employment
conditions and
sustainability.

Low-Medium. May
influence labor policies and
sustainability practices but
depend on the employers.

Municipal governments

Regulate land use,
protect the environment,
and develop local

Medium. Have authority
over land use, pollution
control, and some local

infrastructure. production regulations.
NGOs and rights Seek sustainability Medium-Low. Can
advocates and transparency in pressure governments

the implementation of
environmental and human
rights measures.

and markets to adopt
sustainability and rights
guarantees, but lacks
regulatory power.

Source: Own Elaboration.

within the industry, pressuring governments and markets to adopt
stricter environmental and labor regulations.

Regarding socio-environmental impact, shrimp farming affects
mangrove ecosystems and is considered one of the most destructive
industries and the main threat to its survival. “Potential impacts
to the environment can happen in two stages: during placement,
design, and construction of the farming pools, and their opera-
tions; the environmental damage is more damaging than the pools
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placement in fragile ecosystems” (Marriott 2003:35). Despite these
warnings, the lack of regulation and oversight, combined with
high productivity (reaching up to three harvests per year), low
investment (due to the illegal occupation of estuaries, salt flats,
and saline lands), and precarious wages, has led to the uncon-
trolled expansion of shrimp farms, with devastating effects on
coastal marine ecosystems.

In an interview for BB (2023), biologist Bruno Yanez affirms
that “although there is a permanent ban, large and small shrimp
farmers continue to cut down mangroves to expand their ponds.”
The impact on mangrove forests, which continue to be cut down
despite state prohibitions, jeopardizes food sovereignty and the
economies of the people who have historically inhabited these ter-
ritories. The mangrove communities, as they call themselves, live
off the artisanal harvesting of shells and crabs, which they need
from this ecosystem to survive. Similarly, the loss of mangroves
affects artisanal fishing, as these ecosystems serve as spawning
grounds for many marine species, including the red snapper. The
low productivity of mangroves is also a consequence of the inten-
sive use of toxic and persistent chemicals, which generate high
levels of pollution and directly affect the coastal marine ecosystem.
This is particularly evident in areas where shrimp farms discharge
untreated water after harvesting (Torres 2025).

Mayra, a woman from a mangrove community, has lived her
entire life in Muisne, and remembers with nostalgia when the
mangrove fed everyone, “now we just have to scrape by™* when
the shrimp farmers finishing harvesting; there is no more man-
grove, only in the walls of the shrimp farms and the guards will
not let us get near” These testimonies echo those documented by
Pocho Alvarez and C-Condem (2023): “three decades ago, a shell-
fish gatherer could extract over a thousand shells from the swamp
in just a few hours; now it takes an entire day to gather fewer

4 OnEcuador’s coast, the mangrove communities refer to raspar as the activity of clean-
ing the shrimp ponds after the harvest.
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than a hundred shells, which sell for nine dollars per hundred”
(Plan V 2023).

The remaining mangrove trees serve as natural barriers for
shrimp farms. The law grants traditional shellfish and crab gath-
erers the right to work in these mangroves. However, their rights
are continually violated by shrimp farm owners who do not hesi-
tate to use aggressive dogs, electric fences, and armed guards to
intimidate them. According to C-Condem, between 2006 and
2023, up to 100 community members were killed in conflicts with
armed shrimp farm guards, attacked by aggressive dogs, or electro-
cuted by fences while collecting shellfish and crabs (Torres, 2025).
In a 2013 interview, Luis Navarro, a member of the 19 de Octu-
bre Shellfish Gatherers Association, stated that “at least two more
members have been attacked by dogs guarding the shrimp farms:
there are many places where people are afraid to collect crabs or
shells because the guards shoot at us” (Machado 2023). According
to Marianeli Torres, founding member of C-Condem, the situation
remains unchanged: in most cases, conflicts are resolved private-
ly through minimal compensation to the impoverished families
of the victims (Torres 2025).

Regarding the employment of the local population, the indus-
try relies on low-skilled rural labor. Although there are aquacul-
ture training programs aimed at improving skill levels, these are
not accompanied by policies focused on enhancing job quality.
Moreover, in shrimp farms, there are reports of labor challenges,
including long working hours, job insecurity, and a lack of union-
ization in the farms and processing industry, which can result in
high rates of labor turnover. The precarious nature of employ-
ment, combined with the environmental degradation caused by
the industry, exacerbated by state neglect and policies favoring the
corporate interests of the shrimp sector, helps explain the poverty
and exclusion that characterize the regions where export-oriented
shrimp farming takes place.

Data from the latest national census (2022) reveal a negative
correlation between the shrimp industry boom and the living
conditions of local populations, characterized by a high deficit of
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basic services and high levels of poverty due to unmet basic needs
(nB1) (Table 6).

Table 6. Ecuador: Poverty Due to Unsatisfied Basic Needs (NB1) and Lack of Basic

Services in Shrimp-Producing Cantons

Province Canton % Poverty due to NBI “ L::rl;(i):el;“ic
Guayas Guayaquil 28,74 % 23,50%
Balao 46,71 % 42,09 %
Duran 65,37 % 63,76 %
Naranjal 53,51% 49,48 %
Playas 48,11 % 43,64 %
El Oro Machala 33,49% 29,99 %
Arenillas 39,70 % 38,56 %
El Guabo 52,36 % 49,60 %
Huaquillas 41,34% 41,29%
Santa Rosa 30,32% 28,05 %
Manabi Portoviejo 43,25% 42,59 %
Chone 68,86 % 68,30 %
Manta 32,41% 30,21%
Montecristi 78,80 % 78,46 %
Esmeraldas Esmeraldas 38,44 % 35,26 %
Eloy Alfaro 87,61% 85,93 %
Muisne 92,31% 91,53 %
San Lorenzo 73,79 % 71,67 %
Atacames 70,99 % 68,03 %
Rioverde 91,98 % 91,28 %
Santa Elena Santa Elena 50,65 % 48,62 %
La Libertad 44,57 % 41,18%
Salinas 43,49 % 38,84 %

Source: Own elaboration based on INEC (2022).
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From an entrepreneurial perspective, environmental degrada-
tion can ultimately lead to limited production capacity and impact
the sector’s sustainability (Witherow 2023), thereby increas-
ing the industry’s vulnerability to climate change simultaneously. In
this regard, it is essential to note that mangroves act as a natural
barrier, protecting coastlines from surges and tidal waves. Their
indiscriminate destruction over the past three decades has left
coastal areas exposed, increasing risk levels. Additionally, ocean
warming presents new challenges related to the spread of bacteria
and diseases (Merchan 2024).

Finally, generalized precariousness also leaves these popula-
tions vulnerable to the wave of violence affecting the country.
Impoverished fishers are being recruited —-both voluntarily and,
in many cases, involuntarily- into drug trafficking networks. Un-
employed youth, with no access to education or training oppor-
tunities, are easily drawn in by criminal gangs, entering a world
of violence and drug use with no hope or way out. According

Figure 6. Ecuador: Homicide Rate in Cantons with More Than 100,000 Inhabitants
(2022 and 2023)
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Source: Own elaboration with data from Ecuadorian Observatory
for Organized Crime (OECO).
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to data from Ecuador’s Ministry of Education, “in the past eight
years, more than 39,000 students have dropped out of school in
Esmeraldas” (Machado 2023).

According to the Ecuadorian Observatory for Organized Crime
(0ECO), the coastline provinces presented a homicide rate in 2023
that was classified as exceptional. The annual 0Eco report (2023)
shows the gravity of the situation in shrimp farming cantons; such
is the case of Durdn, Esmeraldas, La Libertad, Guayaquil, Manta,
Machala, Portoviejo, Santa Elena and Chone, which show ho-
micide rates well above standard Latin American levels (graph
6 and graph 7). Although criminal violence is not a direct effect
of the shrimp industry, widespread poverty and lack of opportu-
nities do have direct effects on this critical situation, which affects
these provinces and mainly, sea-access cantons. The historical ab-
sence of a social and environmentally sustainable approach in the
development of the export shrimp industry and its value chain
indirectly contributes to the spread of violence during these dark
years in Ecuador’s history.

5. Conclusions

This research aimed to analyze the territorial impacts of the ex-
port-oriented shrimp value chain in Ecuador. As we have seen
in this chapter, demand from China played a significant role in
the industry’s growth starting in 2006. Today, China is the lead-
ing destination for shrimp and prawn exports, accounting for
50.62 % of total exports of these crustaceans. This growth has led
to a considerable increase in Ecuador’s revenues and the progres-
sive upscaling of the shrimp industry, making the country the
world’s leading shrimp exporter.

Historically, the growth of Ecuador’s shrimp industry has been
characterized by dispossession practices with complex social and
environmental consequences for local populations, particularly
for the ancestral communities residing within the mangrove eco-
system. Shrimp ponds have proliferated at the expense of mangrove
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destruction, increasing the vulnerability of these territories to
flooding and wave surges common along the Pacific coast. Pol-
lution and the expansion of shrimp farms have had severe con-
sequences for food sovereignty and the quality of life of these
communities. All of this has occurred amid limited state engage-
ment with these territories and a strong presence of corporate
power from the shrimp sector within the state and public policy.

Currently, the export-oriented shrimp value chain to China,
in its production phase, is carried out by small and medium-sized
national companies linked to large exporters who hold the licenses
and meet the requirements to access the Chinese market. This
research did not find the presence of Chinese companies in the
territories where shrimp and prawns are farmed and harvested.
Although the negative impacts of the industry are a direct result
of the lack of commitment by local business owners and national
political elites, who have historically protected the sector at the
expense of mangrove communities and their territories, the re-
cent decade’s industry growth and its impacts have been driven
by the rising demand for shrimp from China. This highlights the
importance of discussing the role of export destination countries
in shaping the consequences and territorial dynamics associated
with such activities.

China’s relevance as a destination market makes it a key actor
for demanding better social and environmental practices from its
suppliers. The signing of the free trade agreement and its imple-
mentation in 2024 could provide an opportunity for Ecuadorian
producers to establish incentives for pursuing a socially and envi-
ronmentally sustainable industry. However, a significant limitation
is the Ecuadorian government’s decision to exclude environmental
and labor chapters from the trade agreement. Regarding China,
there are negative precedents in Ecuador’s experience, such as the
Coca Codo Sinclair hydroelectric project, where journalists and
researchers have documented reports of mistreatment, precarious
labor conditions, and rights violations.

Despite this, the increase in trade between China and Ecua-
dor creates new opportunities for cooperation, allowing for the



TERRITORIAL IMPACTS OF ECUADORIAN SHRIMP 'S GLOBAL VALUE CHAIN TO CHINA

establishment of joint programs to restore coastal and marine eco-
systems. Such cooperation aligns with a mutual interest in main-
taining the shrimp value chain, as continued environmental
degradation and pollution would have negative consequences,
leading to food insecurity for mangrove communities in Ecuador
and simultaneously threatening the stability of a high-demand,
high-value product supply in China. The economic, social, and
environmental sustainability of the industry must be a priority in
negotiations between China and Ecuador.

Lastly, it is essential to highlight that the abandonment of
coastal cantons and the worsening of living conditions, driven by
environmental contamination and the destruction of local econo-
mies, have facilitated the infiltration of criminal groups into these
territories and their marginalized societies. Today, ecological deg-
radation is compounded by the breakdown of the social fabric
and the extremely high levels of violence affecting coastal cantons
with access to the sea. While shrimp exports continue to grow in
revenue, the territories from which the so-called “pink gold” is ex-
tracted are impoverished and reduced to poverty and destitution.
In conclusion, we can state that the significant contribution to the
GDP from the exponential growth of shrimp and prawn exports
to China is not matched by benefits in the territories where these
resources are produced. This inequality-reproducing dynamic
must be disrupted through decisive public policy intervention,
which is a necessary condition for the sustainability of this global
value chain.
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The Academic Network for Latin America and the Caribbean on
China (Red aLc-China) has been inviting its members, since its

beginning in 2012, to improve the quality of research and to make
efforts to engage in new analysis relevant for understanding the
socioeconomic relationship between Latin America and the Carib-
bean (1 Ac) and China.

Based on the already existing research on the trade relationship
between LAc and China, both at Red ALc-China and in multiple
other institutions, the goal of this book is to examine the territorial
impact of LAC’s exports to China in specific global value chains
(gvc), ie. this book acknowledges the massive literature on LAC-
China trade and contributes in examining the local impactsinLAc
as aresult of exports to China. While there are important case studies
on the topic, so far, and surprisingly, today a systematic approach
and publication on this topic does not exist.
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