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Change for the good

Chinese investmentsin Latin America and the Caribbean
are increasingly in sustainability

ike few other countries in

the world, China has

shown an impressive

commitment to improv-
ing the sustainability of its
domestic economy as well as in
its foreign cooperation. President
Xi Jinping highlighted in his
speech at the Boao Forum for
Asia in April 2022 — and in the
context of the concept of a com-
munity with a shared future and
the Global Development Initia-
tive launched at the 76th United
Nations General Assembly in
September 2021 — that “coun-
tries around the world are like
passengers aboard the same ship
who share the same destiny”
Health and economic recovery,
peace, equity, justice, multilater-
alism and development, all play a
fundamental role in this propos-
al; a green and sustainable proc-
ess is fundamental from this
perspective. Linking the high-
quality component to develop-
ment, cooperation and
environmental needs is a critical
aspect of the new development
philosophy.

How do these priorities trans-
late for China in its relationship
to Latin America and the Carib-
bean?

First, they have allowed for an
important institutional building
process between LAC and China.
The CELAC-China Forum has,
since its existence in 2014: and its
first Ministerial Meeting in Janu-
ary 2015, been the main platform
of cooperation between China
and LAC. In the context of global-
ization, since 2013 China has
maintained a long-term consist-
ent interest in and commitment
to the CELAC-China Forum,; this
regional platform is parallel to
bilateral, subregional and multi-
lateral relations with China. Chi-
na’s cooperation strategy with
regards to LAC has been in the
form of “1+3+6”, which stands for:
One cooperation plan through
CELAC, three driving forces
(trade, investment, and financial
cooperation), and six key fields of
cooperation (including energy
and resources, infrastructure pro-
jects, manufacturing, and scien-
tific-technical innovation). The
wide extension of specific instru-

ments in the CELAC-China
Forum since 2015 has resulted in
three action plans for 2015 to
2019, 2019 to 2021, and 2022 to
2024. In all the three action plans
sustainability aspects have played
an increasing role, such as in the
2022 to 2024 agreement explicitly
regarding agriculture and food,
energy and resources, tourism,
infrastructure, in addition to a
subchapter on sustainable devel-
opment and eradication of pover-
ty and a full chapter on
sustainable development.

Second, the LAC-China socio-
economic relationship has
become increasingly complex,
such as in the case of Chinese
infrastructure in the region. So
far, the topic has not received suf-
ficient attention as a result of dif-
ferent methodological
approaches by official sources,
but that has been partially over-
come by the annual Monitor of
Chinese OFDI in LAC.

Chinese OFDI in LAC account-
ed for 524 transactions through
2021, resulting in $171.9 billion
and more than 584,000 jobs.

Chinese OFDI has diversified
importantly by country. In the
initial period from 2000 to 2004
Brazil was the main recipient,
accounting for 76.86 percent of
China’s OFDI in the region. That
fell to 39.09 percent for 2015 to
2021. Brazil is still the main recip-
ient of China’s recent OFDI in
LAC, but countries such as Chile
(with 21.15 percent during 2015-
2021), Mexico (17.85 percent), and
Peru (16.43 percent), with practi-
cally no OFDI in the first decade
of the 21st century, have played
an increasingly dynamic role as a
result of the learning process
within LAC and of Chinese com-
panies.

This diversification process has
also deepened by sector. Histori-
cally Chinese OFDI concentrated
in raw materials (with only six
transactions during 2000 to 2004
representing 81.39 percent of Chi-
nese OFDI), but this declined to
45.69 percent for the more recent
2015 to 2021 period. On the other
hand, transactions oriented
toward services and LAC’s
domestic sector (accounting for
26.8 percent in 2015 to 2021) and

manufacturing (23.15 percent)
have become the most dynamic
recipient recent sectors of Chi-
nese OFDL.

The provided information also
allows for a deeper sectorial
understanding of China’s OFDI in
LAC. Energy in the 2015 to 2021
period was the LAC’s main recipi-
ent of Chinese OFDI with 52
transactions accumulating $36.3
billion and more than 22,000
jobs. The share of non-fossil ener-
gy sources — which were practi-
cally non-existent before 2015 —
was 49.86 percent during 2015 to
2021 and 44.97 percent if we do
not include nuclear energy. Chi-
nese non-fossil OFDI in LAC
presents different characteristics
and in countries such as Mexico
increases to 65.43 percent of total
OFDI in energy during the same
recent period.

This process of sustainable
non-fossil Chinese OFDI in LAC
is led by State-owned enterprises
such as China Three Gorges Cor-
poration, State Power Investment
Corporation, and Sinohydro Cor-
poration, but it also includes pri-
vate companies such as Envision
Energy, Risen Energy, JA Solar,
and Trina Solar Energy. These
companies are accumulating val-
uable experiences in the LAC-Chi-
na relationship, particularly
regarding non-fossil energy
OFDIL.

These recent trends reflect
decisive new measures by Chi-
nese OFDI and public and private
companies to shift their activities
to non-fossil energy sources, also
as aresult of increasing innova-
tion and production in China.
Without a doubt, large challenges
remain, but these recent perform-
ances indicate an important
coherence with Chinese global
commitments, and specifically in
LAC.

The author is a professor at the
National Autonomous University
of Mexico and coordinator of the
Center for Chinese-Mexican Stud-
ies at the university. The author
contributed this article to China
Watch, a think tank powered by
China Daily. The views do not
necessarily reflect those of China
Daily.
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Making global
institutions multilateral

China should do more to increase participation of
developing countries in global governance

he rise of strategic rivalry
between the United States
and China has intensified
and this has become espe-
cially acute in the global governance
system. The Joe Biden administra-
tion has made it clear in its National
Security Strategy that the aim is to
“outcompete” China in the global
governance domain. In the US’
script for strategic competition with
China, global institutions such as the
United Nations play key roles and
are becoming one of the main battle-
grounds for the US against China.

The influence of a sovereign
nation in a multilateral institution
can be measured from six dimen-
sions, including the formulation of
the institution’s charter and loca-
tion of its headquarters, capital
contributions and subscriptions,
voting power, the personnel, the
coalition of allies, and the domestic
supporting system.

If the influences of China and the
US in the five key institutions gov-
erning global politics, trade, health,
finance and development — namely
the UN Secretariat, the World Trade
Organization, the World Health
Organization, the International
Monetary Fund and the World
Bank Group — are compared, it can
be seen that China’s influence has
made some headway but still lags
far behind that of the US.

The US played a dominant role in
the formulation of the charters for
the five institutions. The headquar-
ters of these institutions resides
either in the US or in an ally’s terri-
tory.

For the funding of the five insti-
tutions, the US and China are the
top two contributors for the UN’s
regular budget, the budget of the
WTO, and voluntary contributions
of the WHO. Yet, the accumulated
contributions of the US to the UN
regular budget between 2000 and
2022 were four times larger than
that of China. The accumulated vol-
untary contributions of the US to
the WHO was 51 times larger than
that of China between 2014: and
2019. After the outbreak of the
COVID-19 pandemic, China
increased its contribution to the
WHO nearly five-fold, from $6.43
million in 2019 to $30.85 million in
2020. Yet the US contribution was
far greater. The gap is even greater
when the non-governmental US
contributions are taken into
account. For instance, the Gates
Foundation alone contributed $376
million to the WHO in 2020, 3.5
times higher than the US govern-
ment’s voluntary contributions.
When it comes to the funding of the
IMF and the World Bank Group,
the US remains the largest contrib-
utor while China is at best among
the top 10. The US’ position as the

largest donor gives it the capability
to wield dominant influence in
these institutions.

‘While the UN agencies adopt a
“one country one vote” mechanism,
the voting power of a sovereign
nation in the IMF and the World
Bank Group is weighted according
to its share of capital subscriptions,
which is calculated based on a com-
plex formula that considers the
nation’s GDP, openness, economic
variability, and international
reserves, among others. At the
moment, the US takes up the larg-
est voting power in the IMF and the
‘World Bank Group, exceeding 15
percent of total voting power
(except in the International Devel-
opment Association), making it the
sole member with veto power in
these institutions.

Regarding the nationality of pro-
fessional staff members in the five
institutions, Chinese nationals are
substantially outnumbered and
outranked by US citizens. In 2021,
among the nearly 120,000 people
employed by the UN system world-
wide, 5,567 were US citizens, rank-
ing the highest, while 1,471 were
Chinese, ranking 23rd. Similarly, by
June 2021, the IMF employed 700
US citizens, accounting for 20 per-
cent of the total staff, while only
224 Chinese worked in the institu-
tion, accounting for just 6 percent
of the total.

US citizens also take four leader-
ship seats at the UN Secretariat and
regional commissions, compared to
one Chinese. The situation is the
same in the IMF and the World
Bank Group. US influence is even
greater if the educational back-
ground of the professionals is con-
sidered. In the leadership of all five
institutions, those who have
received higher education in the US
accounted for 40 percent to 70 per-
cent, while few have gained any
educational experience in China.

In terms of coalition in the multi-
lateral institutions, the US enjoys
the support of its allies represented
notably by the G7. In the IMF and
the World Bank Group, the weight-
ed voting power of the G7 com-
bined is around 40 percent, which
gives the group the decisive power
on almost all decisions that require
majority voting. In contrast, the
total voting power of China and
partners remains below 15 percent,
deprived of any possible veto power
in the two institutions.

For the domestic support system,
it is illuminating to compare the
think tanks working on global gov-
ernance in the two countries.
According to the 2020 Global Go To
Think Tank Index Report of the
University of Pennsylvania, among
the top international development
policy think tanks, 22 were from

the US while four were from China;
among the top international eco-
nomics policy think tanks, 16 were
from the US while four were from
China; and among the top foreign
policy and international affairs
think tanks, 30 were from the US
and six from China. In addition, the
US think tanks took most of the top
10 seats. These reflect to some
extent the unparalleled domestic
strength of the US supporting its
policies and actions in the global
governance system.

As such, though China’s partici-
pation in and support for global
institutions has deepened, China
still lags far behind the US in many
ways. The US is doing great damage
by turning the global institutions
into a battlefield for great power
competition. To uphold true multi-
lateralism, and broaden and
strengthen the voice and participa-
tion of developing countries in
global governance in a changing
world, China could make further
efforts in the following aspects.

First, to work with partner coun-
tries to initiate the establishment of
new global institutions in frontier
areas, such as data, carbon emis-
sions, and knowledge cooperation,
where global rules and norms
remain insufficient and obscure.

Second, to make more contribu-
tions to the key institutions within
its capability, especially to those
institutions facing financial con-
straints due to the US’ failure in
meeting its financial obligations.

Third, to cultivate more talent at
both junior and senior levels to
raise the representativeness of Chi-
na in multilateral institutions to the
level proportionate to its contribu-
tions and to its weight in the global
economy.

Fourth, to work more closely
with developing partners to voice
the opinions of the developing
world and steer global develop-
ment agenda toward the priorities
that developing countries value
most.

Fifth, to invest and encourage
more in the development of domes-
tic think tanks working on global
governance issues to provide evi-
dence-based, long-term and for-
ward-looking research support to
policymakers.

Zhou Yu is an assistant researcher
at the China Center for Internation-
al Knowledge on Development.
Zhou Taidong is the director of the
division of general affairs at the
China Center for International
Knowledge on Development. The
authors contributed this article to
China Watch, a think tank powered
by China Daily. The views do not
necessarily reflect those of China
Daily.
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