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The diplomatic relations between Mainland China and
Latin America during Xi's presidency

(2013-2018)

Ben-Shan Liu ™

Abstract

Given the limited national strength at its early stage, PRC had not been able to
reach out diplomatically to other regions than its peripheral Asian and friendly African
countries. As to its relations with Latin America, mostly among people in nature due to
geographic distance and cultural difference, China had only managed to maintain an
official ties with Cuba. In recent years, with its national strength on the rise powered by
fast economic growth, China begins to engage in great power diplomacy which meets
its status. Many countries regard having official ties with China as an important
achievement in foreign policy. China takes great efforts in playing the role of an
international diplomat, concerning the whole world about its diplomatic strategy.

The world should note that PRC’s relations with Latin America are based on
economic trades while politically the One-China principle is the core interest. Xi
Jingping introduced the One Belt One Road initiative in 2013, in which China
highlights the One-China principle as a key factor in developing relations with Latin
America. The Republic of Panama and the Dominican Republic abandoned ROC and
established official ties with PRC in July 2017 and May 2018 respectively, delivering a
major blow to ROC. Given the fact that ROC’s major allies are located in Central
America and Caribbean regions, the following development deserves close attention.

The paper is trying to look back and analyze the evolution of the China-Latin
America relations since the founding of PRC, in order to evaluate the development of
relations between the two sides in Xi Jingping’s era and possible impact caused.

Keywords: Latin America, China-LatAm relations, China-LatAm forum, regional
strategy, China-CELAC

** PhD student, Graduate Institute of National Development and Mainland China Studies Chinese culture
university
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BRI and Future of Sino-Latin American Relations

Antonio C. Hsiang *

Abstract

During the inaugural ceremony of the Belt and Road Forum in May 2017, Xi
Jinping portrayed the One Belt, One Road (OBOR) as “economic globalization that is
open, inclusive, balanced and beneficial to all.” China invited the World Bank and
other international institutions to join it in meeting the needs of developing and
developed countries. The Belt and Road Initiative (BRI) contributes to the future
Sino-Latin American relations in three ways. First, China can forge new markets and
export China’s model of state-led expansion. Second, China can build infrastructure
as a diplomatic tool and expand the “circle of friends” by inviting more South
American countries to join the Asian Investment and Infrastructure Bank (AIIB).
Third, China can extend the BRI to the Americas and help to enhance the region’s

connectivity to the rest of the world.

Key Word: The Belt and Road Initiative (BRI), the One Belt, One Road (OBOR),
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Introduction

In May of 2017, Chinese president Xi Jinping welcomed Argentine president
Mauricio Macri in Beijing by proclaiming that “Latin America is the natural extension
of the 21st century maritime silk road” while applauding Argentina’s support and
participation in the Belt and Road Initiative (BRI). The Sino-Argentine meeting
underscored the fact that the BRI is rapidly being expanded to Latin America and
paying dividends for China and its partners. It is also evident that the United States
appears content to withdraw from the region and cede leadership to China, a startling
state of affairs considering that Latin America had long been considered to be part of

America’s geostrategic backyard.!

Benn Steil, director of international economics at the Council on Foreign
Relations, concludes his book The Marshall Plan: Dawn of the Cold War, “The
Marshall Plan, which cemented the Cold War, is remembered as one of the great
achievements of U.S. foreign policy not merely because it was visionary but also
because it worked. It worked because the United States accepted the reality of a
Russian sphere of influence into which it could not penetrate without sacrificing
credibility and public support. Great acts of statesmanship are grounded in realism no

less than idealism. It is a lesson America needs to relearn.”?

Because many
analogies the OBOR as the Marshall Plan, the paper explains how the US retreat from

Latin America and China may fill the vacuum.
Trump’s Withdrawal Doctrine

According to a policy report published in April 2012, Remaking the Relationship:
The United States and Latin America, most countries in Latin America are coming to
see the United States as “less and less relevant to their needs—and with declining
capacity to propose and carry out strategies to deal with the issues that most concern
them.” One of three principal reasons for the surge in Chinese economic activity is
“the leadership in Beijing has concluded that the United States is no longer capable of

maintaining global dominance and sees this as a good time to undercut U.S. influence

! Antonio C. Hsiang, “As America Withdraws From Latin America, China Steps in,” The Diplomat,

Jan. 4, 2018.
https://thediplomat.com/2018/01/as-america-withdraws-from-latin-america-china-steps-in/
2 Benn Steil, The Marshall Plan: Dawn of the Cold War, Simon & Schuster, Feb. 13, 2018. Benn
Steil,“Russia’s Clash With the West is About Geography, Not Ideology,” Foreign Policy, Feb. 12, 2018.
http://foreignpolicy.com/2018/02/12/russias-clash-with-the-west-is-about-geography-not-ideology/
3 Remaking the Relationship: The United States and Latin America, Inter-American Dialogue, April,
2012 ; “The Real Back Yard,” The Economist, April 14, 2012, p. 48.
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wherever feasible.”® The development has been deteriorated since Trump took

office.

On Oct. 12, 2017, the U.S. government announced that it would leave the
UNESCO, an organization that Washington helped found after World War II. Worse
still, Trump is threatening to pull out of the World Trade Organization (WTO). Pulling
out of the WTO would be a seismic change in policy and has predictably triggered
backlash from fellow WTO members. During the 11th WTO Ministerial Conference
on December 10 last year in Buenos Aires, Latin American leaders issued a clarion

call to strengthen the multilateral trading system.

Thus far the Trump administration strongly prefers a policy of withdrawal and
retrenchment rather than engagement, prompting Richard Haass, the president of the
Council on Foreign Relations, to describe Trump’s foreign policy as “the Withdrawal

Doctrine.”®

While there is a legitimate debate over whether the United States
overplayed its hand after the unipolar moment following the collapse of the Soviet

Union, Washington is now in danger of damaging its core interests through neglect.

Consider the Trump administration’s reluctance to provide global public goods.
Certainly, internal financial woes and external overstretch have made it increasingly
untenable for the United States to provide global public goods.® But while past
presidents, from Carter to Obama, have lamented this state of affairs, Trump is the
first to truly force the issue, declaring that the U.S. “does too much for the world.”
Practically what this means is that the U.S. is disengaging from crucial international

forums and decision-making bodies.’

For Latin American governments, Trump’s policies read like an abdication of
leadership. When Trump does not even appear interested in appointing an Assistant

Secretary of State for Western Hemisphere Affairs to be confirmed by Congress, it is

4 David Denoon, “China’s Strategy in Latin America,” IAPSDialogue, Feb. 16, 2018.
https://iapsdialogue.org/2018/02/16/chinas-strategy-in-latin-america/
5 Gideon Rachman, “Farewell Uncle Sam, hello Uncle Donald,” The Financial Times, Dec. 4, 2017.
https://www.ft.com/content/0de186a6-d82c-11e7-a039-c64b1c09b482
6 Paul Kennedy, “American Power Is on the Wane,” The Wall Street Journal, Jan. 14, 2009.
http://www.wsj.com/articles/SB123189377673479433
" Kindred Winecoff, “WPTPN: The Legitimacy of American Hegemony in the Age of Trump,” The
Duck of Minerva, Dec. 3, 2016.
HTTP://DUCKOFMINERVA.COM/2016/12/THE-LEGITIMACY -OF-AMERICAN-HEGEMONY -I
N-THE-AGE-OF-TRUMP.HTML
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difficult to take Washington’s commitment to the region very seriously.®
Panama Case

Panama is the most recent example of a Latin American country pivoting
towards China at the expense of the United States. Just five months after China and
Panama established official diplomatic relations, Panamanian president Juan Carlos
Varela Rodriguez visited Beijing in November of 2017. During the visit, Varela
inaugurated Panama’s Embassy in Beijing, consulate office in Shanghai, as well as
adopting 19 agreements and a joint declaration with his Chinese counterpart. Perhaps
the most important agreement is the inclusion of Panama in the Belt and Road
Initiative. Going forward, Panama will likely play a key part in China’s efforts in
Latin America, with the Panama Canal and the country’s strong financial and logistics

platforms giving China key infrastructure capabilities in the region.

While Latin America used to be considered America’s geostrategic backyard and
covered by the Monroe Doctrine, Washington has been neglecting and withdrawing
from the region for a long while now. In 1997, U.S. Southern Command moved from
Panama to Miami with revised priorities, objectives, and capabilities. In 2000,
Panama officially took over the Panama Canal from the United States. In the
aftermath, the canal lost some of its strategic importance to Washington, but its

importance to the rest of the world did not diminish.

As China’s economy burgeoned, it also sparked a wave of eastbound exports
from Brazil to China. Then in 2013, with the writing on the wall and Washington
unable to block Chinese initiatives, U.S. Secretary of State John Kerry effectively
announced the end of American regional leadership in Latin America by declaring that
“the Era of the Monroe doctrine is over.” With this context in mind, it’s not clear
whether the U.S. government received any prior notice before Panama officially
recognized the People’s Republic of China over the Republic of China in June 2017,

an unthinkable scenario just a few short decades ago.

With Panama looking to China for support and leadership, Washington may in

fact consider it a potential problem. Given that the Trump administration wasted no

8 Antonio C. Hsiang, “When America withdraws from Latin America, China steps in,” The Diplomat,
Jan. 4, 2018.
https://thediplomat.com/2018/01/as-america-withdraws-from-latin-america-china-steps-in/

27



time in taking a confrontational tone towards Beijing, Washington may be putting

China’s partners on notice.

In February 2018, Secretary of State Rex W. Tillerson warned before his trip to
Latin America “China — as it does in emerging markets throughout the world — offers
the appearance of an attractive path to development. But in reality, this often involves
trading short-term gains for long-term dependency...Today, China is gaining a
foothold in Latin America. It is using economic statecraft to pull the region into its

orbit. The question is: At what price?” °

However, Tillerson’s nostalgia for the Monroe Doctrine was not shared south of
the border. Francisco Baeza, a Mexican commentator, pointed out, the Monroe
Doctrine “served to justify gringo interventions,” and where China’s increasing
engagement is viewed as a counterweight to the US.1® 1In fact, with a series of
serious blunders, the Trump administration has been undoing decades of bipartisan
U.S. efforts to forge solid ties with Latin America, while allowing China to make
inroads into the region. It is no surprise that China’s BRI can naturally extend to Latin
America. This may be acceptable to the current American administration. But
American influence in Latin America, once lost to China, will be extremely difficult

to recover.

BRI’s natural extension

It is hard to imagine a more stark contrast from Trump’s withdrawal doctrine
than China’s call to embrace globalization. Beijing has championed the ambitious
BRI, which proposes to connect China with markets in Asia, Europe, and Africa
through infrastructure development. During the inaugural ceremony of the Belt and
Road Forum in May 2017, Xi Jinping portrayed the One Belt, One Road (OBOR) as
“economic globalization that is open, inclusive, balanced and beneficial to all.” China
also invited the World Bank and other international institutions to join it in meeting

the needs of developing and developed countries.

In January 2018, BRI took centre-stage at the CELAC-China Forum. China’s

Foreign Minister Wang Yi told a plenary session: “If cooperation were a fruit, the Belt

® Remarks of Rex W. Tillerson, “U.S. Engagement in the Western Hemisphere,” Feb.1, 2018.
https://www.state.gov/secretary/remarks/2018/02/277840.htm
10 Jude Webber and John Paul Rathbone, “Tillerson extols 19th-century US foreign policy in Latin
America,” The Financial Times, Feb. 2, 2018.
https://www.ft.com/content/bdaee8d2-07c3-11e8-9650-9c0ad2d7c5b5
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and Road Initiative would be the stream that nourishes the tree.”* Whether BRI
meets all of Beijing’s expectations in Latin America remains to be seen. But even now,
it contributes to the future of Sino-Latin American relations in three ways. First,
China is forging new markets and exporting China’s model of state-led expansion.
Second, China is building infrastructure as a diplomatic tool and expanding its circle
of friends by inviting more South American countries to join the Asian Investment
and Infrastructure Bank. Third, China is extending BRI to the Americas and helping

enhance the region’s connectivity to the rest of the world through projects.

First, exporting China’s state-led model

In 2016, Francis Fukuyama warned, “a historic contest is underway, largely
hidden from public view, over competing Chinese and Western strategies to promote
economic growth. The outcome of this struggle will determine the fate of much of
Eurasia in the decades to come.” He argued, the so-called “One Belt, One Road”

12

would transform the economic core of Eurasia. For Ian Bremmer, “the U.S. has

created a vacuum, and China stands ready to fill it...[and] the world will be watching

over the coming year and comparing the Chinese and Western models.” 3

China has championed the ambitious Belt and Road Initiative, which proposes to
connect it with markets in Asia, Europe and Africa through infrastructure
development. Despite open opposition from the United States at its inception, the
Asian Infrastructure Investment Bank, proposed by China as a vehicle for the BRI,
has 84 member countries until the end of 2017, making it one of the largest
multilateral development institutions in the world. According to Justin Yifu Lin,
“China’s rise from poverty to a world power in the last few decades can provide
valuable lessons for other developing countries, especially as the Trump

administration continues to pursue anti-globalization policies.” 4

11 Robert Soutar, “China and Latin America set new priorities at major Chile meet,” China Dialogue,

Jan. 24, 2018.

https://www.chinadialogue.net/blog/10369-China-and-Latin-America-set-new-priorities-at-major-Chile

-meet/en

12 Francis Fukuyama, “Exporting the Chinese Model,” Project Syndicate, Jan. 12, 2016.

http://www.project-syndicate.org/onpoint/china-one-belt-one-road-strategy-by-francis-fukuyama-2016-

01

13 lan Bremmer, “China fills the vacuum,” Nikkei Asian Review, Jan 8, 2018.

https://asia.nikkei.com/Viewpoints/lan-Bremmer/China-fills-the-vacuum

14 Justin Yifu Lin, “What China Can Teach Developing Nations About Building Power”, The New

York Times, Dec. 6, 2017. https://www.nytimes.com/2017/12/05/opinion/xi-jinping-china-rises.html
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FDI also helps China to expand the model. The conventional wisdom holds that
democracies enjoy advantages over autocracies when it comes to attracting FDI.
However, according to Chungshik Moon’s study, in the last two decades, about half of
the top 20 non-OECD host countries have been nondemocratic. Moon’s research
suggests that autocrats with long time horizons can provide stronger institutions to
protect property rights. This allows them to attract more FDI. In other words, what
matters to foreign investors is not regime type per se but specific institutional features

of the host country.!®

Not surprisingly, Brazil and Peru, two exits of China-support Twin Ocean
Railway, have been biggest recipients of China’s FDI. Chinese largest long-term Latin
commitments are in Brazil where it has invested over $60 billion between 2003 and
2016. This is more than half of China’s overall FDI in Latin America. Peru is the
second largest recipient of Chinese investment. Projects in Brazil and Peru fit the
basic pattern of Chinese Latin FDI: concentrating on oil, gas, and minerals and the

infrastructure to extract those resources.®

Second, expanding the “circle of friends”

Years ago, scholar noted that “the relation between China and Latin America is
characterized far more by expanding trade flows and business connections than by
establishing traditional military or political ties. . . . China supports its trade-oriented

”17 During the

goals by behaving as a ‘responsible stake-holder’ in Latin America.
Belt and Road Forum last May, Argentina had joined Bolivia, Brazil, Chile, Peru and
Venezuela and became the sixth Latin American member of Asian Infrastructure

Investment Bank (AIIB).

China’s state-led model also includes what Stephen B. Kaplan called*“patient
capital” which “characterized by a longer-term horizon. While technically classified
as mobile capital, its higher risk tolerance and geopolitical shrewdness make
state-owned capital less likely to swiftly exit debtor countries.” The state-to-state

lending reduces governments’ reliance on conditionality-linked Western financing,

5 Chungshik Moon, “Foreign Direct Investment, Commitment Institutions, and Time Horizon: How
Some Autocrats Do Better than Others,” International Studies Quarterly, Vol. 59, Issue 2, June 2015,
pp. 344-356.
16 David Denoon, “China’s Strategy in Latin America,” IAPSDialogue, Feb. 16, 2018.
https://iapsdialogue.org/2018/02/16/chinas-strategy-in-latin-america/
17" Antonio C. Hsiang, “China Rising in Latin America: More Opportunities than Challenges,” Journal
of Emerging Knowledge on Emerging Markets, VVol. 1, No.1, Nov. 2009, p. 46.(32-47)
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giving them more autonomy to use budget deficits to intervene in their economies.*®

Consequently, China can effectively expand the so-called “circle of friends.”

For Max Boot, the newly-appointed national security columnist for the
Washington Post, the US’s “ace card” is the fact that the Chinese have almost no
allies: “Every country on its periphery is scared of it and looks to the US to protect
them.” But he also fears the US might be squandering that advantage because
President Trump “‘has no idea of soft power.” Instead, he is pursuing his America- first
policy which Boot said is encouraging others to similarly pursue their self-interests,

alienating many of our allies.!®

However, since Trump inaugurated, “the United
States is enduring an unprecedented crisis of trust,” according to Richard Edelman,
president and CEO of the Edelman Trust. (Details see Table 1.) In fact, the dynamic
between the two superpowers has flipped, with China overtaking the U.S. in
favorability, and China is particularly well-liked in Latin America, according to a

survey conducted in 2017 by Pew Research.?®  (Details see Table 1 and 2.)

Table 1

Most extreme changes in trust in institutions, 2017 - 1018

Trust losers Trust gainers
China
Ursted Arab Esmrates
South Worea

Sweden

Mairyra

Source: The 2018 Edelman TRUST BAROMETER

https://www.edelman.com/trust-barometer

18 Stephen B. Kaplan, “The Rise of Patient Capital: The Political Economy of Chinese Global Finance,”
Feb. 1, 2018. Available at SSRN: https://ssrn.com/abstract=3108215 or
http://dx.doi.org/10.2139/ssrn.3108215
19 “Max Boot on US Missteps Around the World”, Los Angeles World Affairs Council, Feb. 9, 2018.
http://www.lawac.org/Events-and-Archives/Commentary/Post/747/Max-Boot-on-US-Missteps-Around
-the-World
2 Margaret Vice, “In global popularity contest, U.S. and China — not Russia — vie for first,” Pew
Research, Aug. 23, 2017.
http://www.pewresearch.org/fact-tank/2017/08/23/in-global-popularity-contest-u-s-and-china-not-russi
a-vie-for-first/
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Table 2

Depending on the country, U.S. or
China is the more favored nation

Favorable view of

Russia US. China China-LL.S. diff

Canada 27 43 48 5 |
Europe

Netherlands 15 a7 49 12 1
Spain 27 31 43 12 1
Greece 64 43 50 7 |
Germany 27 35 34 -1 |
France 36 46 44 2 |
Sweden 18 45 a1 -4 |
UK 26 50 a5 5 |
Hungary 39 63 38 25 |
Italy a5 61 31 -30 |
Poland 21 73 a2 31 |
Asia-Pacific

Australia a7 48 64 16 |
Indonesia 36 48 55 7 I
Indla 47 49 25 23 M
Philippines 55 8 55 -23 |
South Korea 36 75 34 41 |
Japan 26 57 13 -44 |
Vietnam a3 84 10 74 |
Middle East

Tunisia 39 27 63 36 |
Lebanon 47 34 63 29 H
Jordan 5 15 3s 20 |
Turkey 3z 18 33 15 ]
Israel 35 81 53 -28 |
Africa

Senegal 34 55 64 g 1
Tanzania 45 57 63 [ |
Nigeria 45 69 72 3 |
Kenya 27 54 54 4]

South Africa 28 53 45 ] |
Ghana a3 59 49 -10 |
Latin America

Mexico 32 30 43 13 ]
Chile 34 39 51 12 1
Peru 41 51 61 10 i
Argentina 27 35 41 & |
Venezuela 38 47 52 5 I
Brazil 35 50 52 2
Colombia 32 51 43 ] |

PEW RESEARCH CENTER

Source:
Margaret Vice, “In global popularity contest, U.S. and China — not Russia — vie for first,”
Pew Research, Aug. 23, 2017.
http://www.pewresearch.org/fact-tank/2017/08/23/in-global-popularity-contest-u-s-and-china-not-russi

a-vie-for-first/

Third, enhancing Latin American connectivity

In his book Connectography: Mapping the Future of Global Civilization, Parag
Khanna is interested in how connectivity and geography will affect the future of

global affairs. He makes his thesis clear: “We are moving into an era where cities will
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matter more than states and supply chains will be a more important source of power
than militaries — whose main purpose will be to protect supply chains rather than
borders. Competitive connectivity is the arms race of the 21st century.” In a world of
super-low interest rates, Khanna correctly infers that it is in every government’s

interest to invest more heavily in the infrastructure that enhances connectivity.??

In June 2017, the Chilean government has announced that it is looking at
installing an underwater fiber optic cable across the Pacific Ocean to China. The
project would help Chile bolster its telecommunications network and reduce the cost
of international communication, and China is excited about its potential to increase
trade, scientific and cultural exchanges between the two countries. The cable,
beginning in the city of Valparaiso, would pass New Zealand, Australia and French
Polynesia before ending up in Shanghai, would be the first such direct link between
Asia and Latin America. According to Xinhua, Chile’s Under-Secretariat of
Telecommunications and China’s National Development and Reform Commission

have signed a deal to carry out a feasibility study on various alternatives.

Referring to the meeting in January 2018 as “a full success,” Chinese foreign
ministry spokesperson Hua Chunying claimed that many Latin American countries
“are eager to be part of ” the BRI. Hua also revealed that under the BRI, China has
proposed to “build ‘grand connectivity’ covering both sea and land, cultivate ‘grand
markets’ that are open and reciprocal, [and] create ‘grand industries’ featuring

advanced and independent technologies” in this region.??
Policy Implications

OBOR’s natural extension to Latin America provides at least three policy
implications. First, for the West in general and the United States in particular, “the big
question for the future of global politics is straightforward: Whose model will
prevail?”?® It is no surprise, in February 2018, Rex Tillerson spoke out strongly
against the expanding presence of the People’s Republic of China to the Western

Hemisphere, arguing that “China’s offers always come at a price,” and arguing that

2L Daniel W. Drezner, “On ‘Connectography,” by Parag Khanna,” The New York Times, May 1, 2016,
p.BR19. https://www.nytimes.com/2016/05/01/books/review/connectography-by-parag-khanna.html
22 Charlotte Gao, “China Says Latin America ‘Eager’ to Join Belt and Road”, The Diplomat, Jan. 24,
2018. https://thediplomat.com/2018/01/china-says-latin-america-eager-to-join-belt-and-road/
2 Francis Fukuyama, “Exporting the Chinese Model,” Project Syndicate, Jan. 12, 2016.
http://www.project-syndicate.org/onpoint/china-one-belt-one-road-strategy-by-francis-fukuyama-2016-
01
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“Latin America does not need new imperial powers that seek only to benefit their own
people.” Although the outcome is yet to be determined, the result will likely play out
through the rest of this century.

Second, Latin America may eventually have to choose side. Evan Ellis warns
recently, “What is occurring in Latin America is not the development of the region,
but the passing of ownership, and the associated benefits and decisions about
commercial activities there, from Western managers, to often less benevolent Chinese

ones.”?*

If it is true, how will Latin America to choose side? Korea may provide an
interesting example. On Feb. 20, Korea signed the Korea-Central America FTA with
five countries in Central America, Costa Rica, El Salvador, Honduras, Nicaragua and
Panama, lowering tariffs on over 95 percent of goods. China signed a bilateral trade
pact with Costa Rica in August 2011, but Korea is the first Asian country to sign an

FTA with all five of those Central American countries.?®

Third, will BRI’s extension spill out to other Asian countries? As the newly
protectionist trade talk coming out of Washington threatens economic pillars like
NAFTA, there are surprising consequences for Tokyo. In fact, Japan is taking active
steps to raise its profile in the shadow of China’s continuing push into Latin America
and growing uncertainty about the role of the United States under the Trump

administration.

24 Evan Ellis, “It’s time to think strategically about countering Chinese advances in Latin America,”
Global Americans, Feb. 2, 2018.
https://theglobalamericans.org/2018/02/time-think-strategically-countering-chinese-advances-latin-ame
rica/
% Yoon Ja-young, “Korea signs FTA with Central America,” The Korean Times, Feb. 21, 2018.
https://www.koreatimes.co.kr/www/biz/2018/02/367_244537.html
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