Research Advance

Chinese Infrastructure
Cooperation in Latin America
and the Caribbean:
Discourse, Modalities, and
Social-environmental Conflicts

Chinese Infrastructure Cooperation in Latin
America and the Caribbean: Discourse, Modalities,
and Social-environmental Conﬂicts

All Rights Reserved
© Asociación Ambiente y Sociedad
© David Alejandro Cruz Prada
ISBN: 978-958-59915-7-6
Design
Keller Triana
Print
San Pablo Apostol
Impreso en Colombia
Printed in Colombia
Sponsor

Contents
Introduction

6

Part one. The role of infrastructure in development and the
construction and ﬁnance gap in LAC

11

The gap.
Chinese cooperation model and interest in infrastructure.
Part two. Modalities of Chinese participation in infrastructure
development in Latin America and the Caribbean
Construction contracts for transportation, logistics, and energy infrastructure in LAC from Chinese companies.

11
16

19
19

Chinese infrastructure financing.
Alliances with development banks and investment funds in
infrastructure at a regional level.

22

Infrastructure PPPs in the region.
The New Silk Road Initiative.

29
31

Part three. Chinese infrastructure projects: the
social-environmental risks and conﬂicts they cause and
safeguard policies
Social-environmental risks and conflicts.
Social and environmental regulatory frameworks .
Final conclusions and comments
How Chinese companies and banks participate in infrastructure
projects.

24

32
32
38
41
43

The conflicts generated by infrastructure projects and Chinese
participation.

44

The shortcomings of the national regulatory frameworks and absence
of a legal framework for extraterritorial activities.

45

3

Tables and graphs
Table 1. Destination and amount of Chinese infrastructure
financing in LAC, 2004-2019.

12

Table 2. Cooperation between China
Development Bank of Latin America (CAF).

22

and

the

Table 3. Cooperation between China and
Inter-American Development Bank (IDB) Group.

the

Table 4. Cooperation between China and
Inter-American Development Bank (IDB) Group.

the

26

26

Table 5. Cooperation between China and the International
Finance Corporation of the World Bank Group.

27

Table 6. Cooperation between China and the National
Economic and Social Development Bank (BNDES).

27

Table 7. LAC: conflicts and risks generated by infrastructure
projects executed and financed by Chinese companies and
banks, 2005-2019.

34

Table 8. Chinese, environmental, and social guidelines for
banks that finance infrastructure projects in LAC.

39

Table 9. Chinese, environmental, and social guidelines for
companies that participate in LAC infrastructure projects.

41

Graph 1. Financial funds and loans for infrastructure.
China-CELAC, 2015-2019.

25

4

Abbreviations
LAC

Latin America and the Caribbean

PPP

Public-Private Partnerships

IDB

Inter-American Development Bank

BNDES

National Economic and Social Development Bank

CAF

Development Bank of Latin America

CELAC

Community of Latin American and Caribbean States

ECLAC

Economic Commission for Latin America and the
Caribbean

G20

Group of Twenty

ICBC

Industrial and Commercial Bank of China

5

Introduction
The 20th century's rapid strengthening of Latin America and the Caribbean's
(hereinafter, LAC) economic relations with China is one of the most studied
elements of our region's recent history.1 This is closely tied to the sale of raw
materials and the "reprimarization" of the economies on this side of the world.
Initially, Chinese investments were focused on extractive activities due to the
Asian country's high demand for food, energy, and minerals, caused by its
accelerated economic growth and industrialization (Svampa and Slipak, 2015).
The People's Republic of China has had a diverse strategy, establishing numerous
cooperation agreements and strategic associations with the region's countries. In
Chile, Costa Rica, and Peru, Free Trade Agreements were negotiated, while an
Energy Cooperation Agreement was established with Venezuela, in which oil has
been a central element (Piña, 2019). Brazil, on the other hand, has allocated 70% of
its agricultural exports to this country (ECLAC, 2018) and is a key ally in the
provision of meat and soybeans.
Recent research indicates that, over the last five years, there has been a
diversification of Chinese investments in LAC, which now include manufacturing
and services. Between 2000 and 2018, foreign direct investment (FDI) flows were
concentrated in raw materials (60.02%), manufacturing (8,62%), and internal
market and services (30.76%). In 2018, raw materials represented 53.39% (Dussel,
2019b). Regardless of the percentage drop, raw materials continue to be the main
sector of investment in this market.

1 This

work was carried out in thanks to the China Scholarship Program promoted by the Center for
Chinese-Mexican Studies at the Universidad Nacional Autúnoma de México Faculty of Economics. In
particular, warm thanks to Professor Yolanda Trápaga for her support and comments. Also, to the team at
Asociación Ambiente y Sociedad for their contributions.
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However, infrastructure, which is not included here as FDI,2 has become ever
more relevant in Chinese – LAC relations. As of 2002, there is increased
participation from Chinese companies in projects in this sector, in particular, the
construction of energy infrastructure: hydroelectric power stations and logistics
and transportation infrastructure, which includes roads, railroads, and ports.
With the aim of presenting the position of China and its companies in the region
in regard to infrastructure projects, the following pages describe, in general, the
cooperation model for this sector, demonstrating how this model promotes the
participation of Chinese financing and the establishment of alliances with
multilateral financial institutions, the promotion of development project models
such as Public-Private Partnerships (PPPs), and the consolidation of the New Silk
Road initiative in the region.
However, many of the infrastructure projects, in general, are strategic for the sale
and circulation of materials and products in the region. This means that the
analysis must be tied to the Asian country's interest in importing and controlling
the circuits for the production and sale of raw materials, especially, in mining,
hydrocarbons, and agriculture.
The problem addressed in this document is the following: due to the
environmental and social risks and negative impacts generated by infrastructure
projects, conflicts can escalate, especially due to the high demand for these
products in LAC. On this matter, academic research on the environmental and
human rights performance of projects with Chinese participation indicates that
Chinese companies do not necessarily have the worst social and environmental
performance, in comparison with local companies or companies from other
countries (Ray, Gallagher, López and Sanborn, 2015; Gallagher and Irwin, 2013).

2

According to Armony, Dussel, and Cui's (2018) concept, infrastructure projects differ from FDI because they are
a service that can have private or public financing and includes sectors such as construction,
telecommunications, transportation, and energy, among others. At the end of the construction and operations
contract periods, the supplier transfers the infrastructure to the entity that requested the project.
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They warn that, in any case, these impacts occur within the regulatory framework
and the regulations of the countries themselves, which means that responsibility
resides with national governments. The research also indicates that “most
evidence, in this sense, is anecdotal and is concentrated on the negative impacts
of some Chinese companies.” (Jenkins, 2016)
On the contrary, this study maintains that Chinese cooperation in LAC promotes
and maintains a vertical infrastructure development model that creates tension
and disputes, especially, with local communities, ethnic peoples, and civil society
organizations. Chinese infrastructure cooperation favors the position of its
companies and banks, allowing them to access natural resources and raw
materials and simultaneously support development projects which, from the
perspective of governments in the region, are of interest. The impacts of these
projects are often unfavorable for communities that promote other ways of living
and understanding territory and development.
The specific objective of this text is to analyze, on several levels, the modalities of
Chinese participation in infrastructure construction in the region and its main
social-environmental problems. The first part has two sections: the first reflects on
the role of infrastructure in the development agenda and on the gap between
existing infrastructure and the infrastructure needed to generate economic
growth in the region, from the perspective of the development banks and
financial capital. The other analyzes how Chinese participation in infrastructure is
possible based on what Lu Siheng (2019) calls “complementary interests”: this
complementary nature allows the interests of China to converge with the
development agenda promoted by multilateral stakeholders and development
banks.
The second part of the text goes into more detail on the specific cooperation
modalities between China and LAC in relation to infrastructure. On this matter, we
present the following:
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1. The participation of Chinese companies awarded construction contracts and
transportation, energy, and logistics infrastructure concessions. Many of these
are backed by previously signed bilateral agreements or memorandums of
understanding.
2. Chinese financing for infrastructure projects, mainly originating from the
China Development Bank and the Export-Import Bank of China.
3. New financing channels, or investment funds, that arise out of alliances
between the Chinese government and multilateral entities or with
development banks. The Community of Latin American and Caribbean States
(CELAC) is among the first group and the second group includes the
Inter-American Development Bank (IDB), the Development Bank of Latin
America (CAF), the World Bank, and the National Economic and Social
Development Bank of Brazil (BNDES).
4. Support for PPP schemes for infrastructure development, especially in Brazil
and Colombia.
5. LAC's insertion in the New Silk Road initiative. This issue deserves special
attention as it is China's global focus for the 21st century, in relation to
connectivity and the development of maritime, overland, technological, and
cyber infrastructure.
The third part of the text discusses the environmental and social risks of the
aforementioned projects and the policies or regulations that are, or should be,
applied. Hence, it highlights some projects and cases that have had impacts on or
that represent concrete risks to different LAC countries.
The fourth and last section lays out the need for China to establish a legal
framework for its companies’ extraterritorial actions. Some have stated that China
is not solely responsible for its projects' impacts. It does, however, benefit from this
situation, which brings us to the premise:
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“When a State allows companies to be created within its legal
system, but does not establish guarantees for activities abroad, it
may benefit from the externalization of human rights violations
in other territories” (Cerqueira and Montgomery, 2018).
Finally, there is a lack of application of the Chinese government's advances in the
promotion of social and environmental guidelines for its banks and companies:
they exist only on paper. For that reason, China is urged to strengthen its
standards, to apply existing standards, and to improve and introduce others to
regulate its companies' and banks' operations abroad.

10



The role
of infrastructure in
development and the
construction and finance
gap in LAC

The gap
The analyses originating from the region's main development banks indicate that
low investment levels have created a considerable infrastructure gap in LAC. The
same analyses have suggested that to end this gap, LAC needs to invest around
5% of its Gross Domestic Product (GDP) until at least 2030. From that perspective,
the diagnoses and solutions are mainly focused on financing. To obtain those
investment levels in LAC, there is a generalized consensus that participation from
both the public and private sector is essential: “to mobilize the necessary resources
to close this gap a regulatory framework that favors increased private sector
investment is required, to do this it will be important for governments to
strengthen their accountability frameworks” (World Bank, 2009).
Currently, it is estimated that the public sector is responsible for 60% of
infrastructure investment (data for 2008 to 2015), but, since 1990, the region has
attracted over 672 billion dollars in private investments (Serebrisky,
Suárez-Alemán, Margot and Ramirez, 2015) and there are more and more new
modalities for private participation in its financing. This is the case for PPPs. The
Group of Twenty (G20), a key global political and economic deliberation space, has
made public its commitment to attract private capital for infrastructure
investment through the “Roadmap to Infrastructure as an Asset Class and the G20
Principles for the Infrastructure Project Preparation Phase” (G20, 2018).
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Table 1. Private suppliers of capital for infrastructure projects in LAC and
percentage of total capital
Type of supplier agent

Percentage

Commercial banks
National or state banks
Construction, engineering, or sponsoring companies
Private companies
Multilateral development banks
Investment banks
Export credit agencies
Infrastructure or investment funds
Governmental agencies/public authorities
Pension funds
Sovereign wealth funds
Insurers

50,55
13,65
9,12
8,83
7,34
3,28
2,05
1,90
1,88
1,11
0,24
0,04

Source: Serebrisky, Suárez-German, Margot and Ramirez, 2015

As can be observed, there is a wide variety of infrastructure financers. These range
from commercial banks to institutional investors, such as pension funds, insurers,
etc. There is also participation from entities such as the World Bank or
Inter-American Development Bank. Commercial banks provided the largest
financing contribution in the region (50.55%), and in second place are national
and state banks (13.65%).
China has expressed an interest in helping the region to close this gap. This is an
opportunity to strengthen its bilateral relations with countries where it already has
high levels of commerce and this is also an opportunity for its banks and
companies, which seek to expand their activities abroad (Mueller, Li, Xian, Sheng,
and Tianyi, 2016).
Behind this urgency to close the gap is the discourse that infrastructure growth is
a vital element for overcoming poverty and generating development. By
recognizing the problems in this discourse and the type of projects promoted, it is
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possible to understand the challenges of Chinese cooperation in LAC. The Asian
country's participation in this sector is related to a much broader issue: how
infrastructure is understood in the region, the type of infrastructure that is
constructed, and who its serves. For that reason, before moving onto a specific
analysis of China's role in closing the gap, we will mention the problems of this
discourse.
To start, in the institutional arena, infrastructure is understood as a “set of
engineering structures, equipment, and facilities with a long operational life, that
constitute the foundation upon which services for the productive sectors and
homes are produced” (ECLAC, 2011). From that perspective, they can be classified
by sector or function (transportation infrastructure, social infrastructure, digital
infrastructure), or based on the geographic coverage (urban, regional,
international) (ECLAC, 2011). Here we focus the definition on other aspects: we
understand infrastructure as a part of a set of spaces that interconnected and
organized by a capitalist production model, spaces that favor the productive
process. Factories, commodity and raw material supply sources, logistical and
transportation zones, and areas for housing and social services, etc., belong to this
space. (Leon, 2017). The main aim of this infrastructure is a “rationalization of the
use of space and resources” and this rationalization serves to lower transportation
and production costs and to facilitate access to markets.
Currently, the predominate infrastructure management model privileges the
international connection of markets above the integration of national spaces.
Today, how infrastructure unfolds is associated with dynamic processes such as
technological changes and the need to access new markets, incorporate new
transportation options, and find new sources to supply resources. A common
characteristic among both regional (LAC) and national infrastructure projects that
must be examined is that these projects' objective is to connect the main
production and consumption nodes:
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This point is key to one of the main criticisms of infrastructure
projects themselves, whose aim to have a vertical spatial
coordination or a “tunnel” between the production centers of
raw materials, for example, oil, and the international
consumption and transformation centers, through the
construction of oil pipelines and ports that prevent autonomous
national development, since they are operated by private
companies (Sanchez, 2008, emphasis added).
The construction of infrastructure projects is a complex phenomenon where there
is an intersection between (unequal) economic growth, development, and (risks
to) sovereignty and territory. This phenomenon generates tension between
stakeholders with different conceptions of the environment, the landscape, and
the use of resources (Romero, 2014). Understood in geographical terms, a
particular discourse has been created which favors the global dynamics of
production, distribution, and consumption and ends up creating
social-productive spaces that are dependent on the international market; and,
additionally, the productivist perspective of the global competitiveness and
efficiency of a territory tends to eliminate local forms of conceiving territory
(Sanchez, 2018; Svampa, 2012).3

3 This

situation is evident in the Amazon Waterway project in Peru. This infrastructure project with Chinese
participation is part of the portfolio of regional integration projects of the South American Council of
Infrastructure and Planning (COSIPLAN). Its objective is to improve navigation on four major rivers in the
Peruvian Amazon to improve commerce with Brazil based on future phosphate exports and to guarantee the
transport of soy to the Asian market. The project represents a risk for some indigenous peoples and has
negative environmental impacts. Also, there have been complaints that its economic benefits have been
overstated (DAR, 2018).

14

In this context, a characteristic of the current infrastructure style is the large scale
of projects. This large scale refers to the capital investment, given the nature of the
stakeholders involved (in this case, China); to the economic concentration that
they generate (in transnational corporations, or finance banks); to productive
specialization; and the social, economic, and environmental impacts and risks
caused by the projects (Svampa, 2012).
Finally, the social-environmental conflicts take place among a complex mix of
social, economic, and political stakeholders from local, regional, state, and global
levels.4 The global and local dynamics give rise to two confronting camps: in one,
alliances are solidified between transnational companies and States (on different
levels) that promote a specific development model; in the other, there is
resistance from local communities who question specific projects, the
development model itself, and demand the right to decide based on an
evaluation of other elements (Svampa, 2012).

4

In this text, the concepts laid out on social-environmental conflicts by Maya, Ramos, Acevedo, Garrido, Tobón,
and Rojas (2008) are useful. Their text addresses these conflicts as social and cultural constructs that are
inherent to social life, as an interactive process among several social stakeholders mobilized by a shared
interest in the territory or the natural resources that are found there. They warn that these conflicts have a vast
complexity of causes (often structural), actors, processes, and dimensions; that they can be opportunities to
build or to contribute to legitimate and increase visibility for important groups that are excluded from decision
making; that they can strengthen their political role to achieve their collective interests and their ability to
prevail on specific aspects of the protection of nature, upon which they depend to continue living.
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Chinese cooperation model and interest in
infrastructure
With the aim of understanding the social-environmental conflicts that arise from
China's participation in infrastructure in LAC, the country should be seen as a
global actor that generates alliances with States in the region, development banks,
and multilateral entities, and also, these actions take place around infrastructure
development under the rhetoric of mutually beneficial or “win-win” cooperation.
China has stated that it wants to support the region, mainly to close the
infrastructure gap, by contributing the necessary financial capital and through the
participation of its companies in projects. Niu (2018) mentions some of China’s
professed reasons for defining infrastructure as a priority in its political and
economic agenda for LAC. First, China has focused on infrastructure construction
in its internal economic growth strategy, which means that it considers it to be
one of the fundamental ways to generate development. This idea is aligned with
the international agenda of development banks (World Bank or IDB), the G20, and
the International Monetary Fund.
Second, supporting infrastructure construction in the region is in keeping with its
interest to expand by means of strategies like the New Silk Road Initiative. This
initiative seeks to connect China with the rest of the world, mainly through
maritime and overland infrastructure projects in different countries around the
world, including LAC. Given that the Asian country has experience, capital, and
industrial capacity in the infrastructure sector, there is increasing economic
motivation to invest in the region (Niu, 2018).
In other words, the cooperation agenda for infrastructure is built on a foundation
of “complementary interests” from both parties:
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On the one hand, China wishes to expand cooperation in the
international market, using its advantages related to
infrastructure construction capacity and experience; meanwhile,
Latin American countries have long presented deficiencies in this
area (Siheng, 2019).
Lu Siheng (2019) indicates that China wants to contribute to overcoming the
“bottleneck” generated by a lack of funds, using multilateral mechanisms. This way
it will be possible to apply different financing channels for infrastructure in
emerging economies. China has established bilateral agreements and commercial
treaties with LAC governments. However, to promote this financial cooperation, in
the last years, especially since 2013, the Asian country has implemented a regional
strategy: to establish cooperation relations with regional integration entities and
platforms, with the argument of seeking joint development for both parties and
“win-win” cooperation. The prior is reflected in the China-Latin American and
Caribbean Countries Cooperation Plan (2015‐2019), specifically in relation to
infrastructure.
The Plan seeks to incentivize Chinese companies and CELAC countries to
participate in high-priority integration and connectivity and intercommunication
projects. It proposes promoting and facilitating investment through alliances and
associations with financial institutions for development in the region and with
projects under the PPP modality. This will be addressed in more detail in the
following section.
At the level of discourse, it is important to mention that a characteristic of Chinese
cooperation is to propose a different experience from that of the countries from
the economic North. It states that its foreign policy is governed by principles of
peaceful coexistence. It advocates for south-south cooperation, strengthening
multilateralism, a democratization of international relations, implementation from
an equality-based development approach, and mutual benefits for all nations
(Moor, 2018).
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By using the discourse of mutual benefit in cooperation and other concepts used
for diplomacy, China can essentially hide the material interests that guide their
activities and simultaneously gain legitimacy (Moor, 2018). In addition to
positioning itself strategically through infrastructure, China's objective when
investing outside of its borders is to control the supply chain. As Trápaga (2017)
indicates, it does so using three instruments:
1. Direct investment in different countries. This investment is focused on
production, transport and, if necessary, infrastructure construction (railway
lines, roads, ports, etcetera) to export products to China.
2. Land control.
3. “Soft diplomacy” from LAC governments, meaning investment in areas of
Chinese interest in exchange for preferential treatment in countries that need
to obtain something (Trápaga, 2017).5
Finally, China's proposals are framed in terms of mutual benefit, win-win
cooperation, and development for both parties and the social conflicts and
resistance to the projects demonstrate the contradictions of this discourse (see
part three). An analysis of the implications and contradictions of this discourse
would require separate research, but it is of interest to highlight how China
complements the infrastructure development model promoted in LAC. Hence, as
will be seen in the following section, China and LAC have established cooperation
relations on infrastructure using the principal participation modalities of their
banks and companies.

5 China

has a control strategy for logistics and infrastructure for some products such as soy. For example, the
2.1-billion-dollar loan from the China Development Bank and the Industrial and Commercial Bank of China
(ICBC) for Belgrano Cargas y Logística to repair and improve the Argentine railway network. Also, with the
Transoceanic Train project, which seeks to connect the Atlantic Ocean in Brazil with the Pacific Ocean in Peru,
possibly passing through the Plurinational State of Bolivia. The objective of that project is to connect the
Peruvian pacific coast ports, with the Brazilian soy production region (Da Rocha and Bielschowsky, 2018).
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Modalities of Chinese
participation in
infrastructure
development in Latin
America and the Caribbean

Construction contracts for transportation, logistics,
and energy infrastructure in LAC from Chinese
companies
The construction contracts awarded to Chinese companies are increasing
significantly (as are the country’s foreign investment, mergers, and acquisitions of
companies). The Economic Commission for Latin America and the Caribbean
(ECLAC) (2018) indicates that between 2011 and 2016, diverse Chinese companies
were awarded construction contracts in the region for around 40 billion dollars.
The contracts were concentrated in the energy (66% of the total amount for
contracts between 2011 and 2016) and transportation (16%) sectors. The majority
(40%) correspond to large-scale hydroelectric projects.
Beyond the ECLAC data, there is no database or information source that
demonstrates all of the projects with participation from Chinese companies.
Nevertheless, there is research that sheds light on investment amounts and names
of the projects, companies, and countries where they are taking place. In research
produced by Dussel and Armony (2018), 69 infrastructure projects were identified
in LAC that were constructed by China during the 2000-2017 period. The authors
include the construction of social housing, roads, ports, hydroelectric projects,
transmission lines, or modernizing plants and airports under infrastructure. These
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are mainly focused in Argentina, Bolivia, Brazil, Ecuador, Trinidad and Tobago, and
Venezuela.
All the companies that participate in the projects are public, highlighting the
following: Power Contruction Corp/Sinohydro, China Communications
Construction, Camce/Sinomach, State Grid, and Citic. It is estimated that the total
amount spent for the construction of these projects is over 56 billion dollars
(Dussel and Armony, 2018).
On the other hand, research carried out by Myers (2018) is focused on the
participation of Chinese companies in transportation infrastructure projects in
LAC. It shows that China has expressed its interest, since 2002, in developing
around 150 of these projects, especially in Bolivia, Brazil, and Jamaica.
Nevertheless, of those announced up to 2018, only approximately half have
entered the construction phase. The other projects have been cancelled or are still
being studied. That study highlights that, even though Chinese companies have
considerable interest in constructing highways, they have been more successful in
port construction and/or in the operation and acquirement of port facilities
(Myers, 2018).
Myers' research makes a special mention of Bolivia as one of the principal focuses
of Chinese companies. It states that over 20 road and bridge projects have been
carried out and highlights that the Chinese Harbour Engineering Company is the
most active Chinese transportation infrastructure company in Latin America.
Through its web platform on Chinese Investments in Latin America, Asociación
Ambiente y Sociedad has also tracked and monitored projects with Chinese
participation (companies or financing) in several sectors. The platform highlights
those companies that have presented some problem or that represent a social
and/or environmental risk. It has identified 41 projects in transportation
infrastructure (roads, ports, the operation of airports, and others) and in energy
(construction of hydroelectric plants, solar plants, wind farms, or power lines). Of
these, half have some kind of problem, conflict, or social-environmental risk
(Chinese Investments in Latin America, 2019).
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To conclude, we look at the central aspects of construction contracts with
participation from Chinese companies. In many cases, this type of contract
corresponds to state adjudications accompanied by financing from Chinese
banks. This financing has been previously agreed upon by means of agreements
and memoranda of cooperation. Also, frequently, the project implementation
happens through turnkey or EPC (Engineering, Procurement, and Construction)
contracting, as it is known in international trade. This hiring method includes the
design (basic engineering and project details), the necessary supplies, and
construction (Centro de Estudios para el Desarrollo Laboral y Agrario, 2018).
Another aspect of these contracts is that some infrastructure projects arise from
another type of project. For example, in May 2015, a Memorandum for Joint
Venture Model Projects, was signed in Colombia between China's National
Development and Reform Commission and the Ministry of Transportation, the
National Planning Department (DNP), and the National Infrastructure Agency, of
Colombia. There, China laid out its interest to undertake agricultural projects in the
Orinoco and High Plains regions with an investment of around three billion dollars.
The memorandum lays out that the parties are committed, along with the
agricultural venture, to advance the necessary infrastructure to access the area,
specifically, the Puente Arimena and Puerto Carreño road.6

6A

detailed list of the agreements and memoranda between China and LAC can be consulted on the platform:
https://www.chinaenamericalatina.info/documentos-acuerdos/
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Chinese infrastructure financing
Most international loans from China are granted by the China Development Bank
(CDB) and the Export-Import Bank of China. The Chinese banks do not frequently
publish detailed numbers on loan activities and foreign operations, which is an
initial challenge to access information. Currently, the China-Latin America Finance
Database is used as the main source of information on financing and, according to
this source, infrastructure loans are a significant part of Chinese loans for the
region.
Since 2004, there have been 29 loans for transportation infrastructure. Table 2
shows that 40% of all Chinese lending commitments between 2005 and 2014
occurred in this sector. Venezuela and Argentina received the largest portion of
those loans.
Table 2. Destination and amount of Chinese infrastructure financing in LAC,
2004-2019.
Country

Amount (dollars)

Argentina
Venezuela

13,5 billones
4,4 B
Trinidad and Tobago
2,6 B
Jamaica
1,9 B
Bolivia
1,3 B
Brasil
1,2 B
Costa Rica
395 M
Guyana
175 M
Barbados
170 M
Ecuador
149 M
Cuba
120 M
Bahamas
99 M
Peru
50 M
Total
25,9 B
Source: Gallagher and Myers, China-Latin America Finance Database, 2019.
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Regarding the characteristics of Chinese loans, the research from Gallagher, Irwin,
and Kolesk (2013) shows that, although the conditions seem less rigorous, some
financing packages are more demanding when compared to loans from financial
institutions like the World Bank. According to the research, Chinese banks do not
seek to reform borrowers using western political agreements, but they do include
other demands such as the purchase of Chinese goods for construction, oil,
telecommunications, satellites, and railway equipment.
Recent research (Dussel 2019a) has also indicated that China's increasing financial
presence in LAC has not led to a “debt trap” for the countries that receive
financing, and the case studies show heterogeneous conditions. Let's look at the
case of Ecuador. An important part of Chinese loans for this country (13 of 26) were
destined to infrastructure projects. The Coca Coda Sinclair and Sopladora
hydroelectric projects stand out. The financing cost and economic conditions
have been the most problematic aspects of Chinese cooperation, which
conditions that a large part of projects be constructed by Chinese companies, with
Chinese equipment, technology, supplies, and Chinese labor. A lack of
transparency in the bidding process, overrun, corrupt government employees,
and complaints regarding work quality from Chinese companies are the focus of
criticism (Castro, 2019; Garzón and Castro, 2018).
On the other hand, Cedla (2018) shows that in Bolivia the destination of Chinese
credit lines is concentrated in 13 major infrastructure projects located in regions
that are strategic and important in terms of resource wealth. In relation to these
projects, there have been complaints about the limited access to official
information on financing. For example, there is not information on the conditions
that define bank commissions, commitment fees, loan terms, grace periods,
interest, payment methods, and other aspects, partly due to the confidentiality
clauses in the loan agreements. Another concern is the commitment to resolve
any dispute with EximBank-China in the International Court of Arbitration of the
International Chamber of Commerce. What this amounts to is that the Bolivian
State is subjected to an entity that is responsible for protecting the companies of
different countries in their international commercial operations, but not the States
where the companies operate (Cedla, 2018).
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Finally, as Dussel (2019a) indicates, the China-Latin America Finance Database only
reveals information on two banks: the China Development Bank and the
Export-Import Bank of China, even though there are new sources of financing that
range from Chinese companies, to bi-national banks and funds. In reality the
volume and finance methods from China in the region is a much bigger issue. The
following section will describe this aspect in more detail.

Alliances with development banks and investment
funds in infrastructure at a regional level
Investment funds for infrastructure are another important source of financing.
These were opened thanks to agreements established at the China-CELAC Forum
and agreements between Chinese banks and multilateral financial and
development institutions in the region. In the case of the China-CELAC Forum,
there is a Forum on China-Latin America Infrastructure Cooperation, with
participation from the Ministry of Commerce and the International Contractors
Association, both from China. This entity focuses on promoting investment for
transportation, roads, ports, communications, energy, electricity, and housing,
among others. It seeks to promote partnerships between companies from both
regions and to improve infrastructure integration in the region (China-CELAC
Forum, 2016).
Since 2014, China allocated a finance package for LAC. The initial amount was set
at 35 billion dollars but has increased to 42 billion. This package has three parts:
preferential credit for the region (10 billion dollars), a special China-Latin America
Loan for Infrastructure (20 billion dollars), and the China-LAC Cooperation Fund,
which is divided in two parts: China Co-Financing Fund for LAC (2 million dollars)
and the China Private Equity Co-Financing Fund (10 billion dollars).
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The money from these funds and loan comes from several Chinese financial
institutions and, in some cases, they have participation from LAC's main
multilateral institutions, such as the China Co-financing Fund for Latin America
and the Caribbean. The latter is administered by the Inter-American Development
Bank. The amounts mentioned in the previous paragraph are independent of
commitments that banks or the Chinese government have bilaterally with the
governments.

Graph 1. Financial funds and loans for infrastructure. China-CELAC,
2015-2019
People's Bank of China

Export-Import Bank of
China

China Co-ﬁnancing
Fund for LAC

Preferential Loan
for the region

Amount: 2 billon
dollars

Amount: 10 bIllon
dollars

China Development
Bank

Special Loan for the
Sino-Latin American
Infastructure
Amount: 20 billon
dollars

China Private Equity
Co-Financing Fund
Amount: 10 billon
dollars
Source: Developed based on public information from the China-CELAC Forum
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In addition to the investment funds in the context of CELAC, China has promoted
cooperation agreements and other funds with multilateral institutions in the
region: Inter-American Development Bank, CAF, and the World Bank. Tables 3, 4, 5,
and 6 present general information on the principal agreements. Also, information
on the China-Mexico Fund, a bi-national fund administered by the International
Finance Corporation (IFC), and with cooperation from a national bank from Brazil.
Table 3.
Cooperation Between China and the Development Bank of Latin America (CAF)
Agreement
Date
Status
Ministry of
Memorandum of understanding to explore
2016
Ongoing
Finance of China cooperation options in several areas, as well
as co-ﬁnancing, credit lines, and other
ﬁnancial mechanisms for development
projects in countries of mutual interest.

Chinese institution

China
Development
Bank

Cooperation agreement to jointly advance
activities in favor of economic, ﬁnancial, and
social development in CAF partner countries.

2007

Closed

Source: Developed based public information from CAF.

Table 4.
Cooperation Between China and the Inter-American Development Bank (IDB) Group
Agreement/Fund
Date
Status
Export-Import
Two-year ﬁnancial agreement for the
2011
Closed
Bank of China
co-ﬁnancing of 200 million dollars, allowing
foreign commerce to be ﬁnanced in
renminbi.

Chinese institution

People's Bank of
This is the ﬁrst part of the Sino-Latin
China
American Cooperation Fund. China allocates
2 billion US dollars of ﬁnancing, by means of
the IDB, to infrastructure, hydraulic, energy,
and other projects in Latin American and
Caribbean countries.
Source: Developed based on public information from the IDB
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2013

Ongoing

Table 5.
Cooperation Between China and the International Finance Corporation of the World
Bank Group
Chinese institution
Agreement/Fund
Date
Status

China Investment
China-Mexico Fund: it arose out of a
Corporation (CIC) common agreement between both countries'
and China
governments. It is a 1.2 trillion-dollar fund
Development
administered by the IFC Asset Management
Bank t
Company that invests capital, mainly in
infrastructure, oil and gas, and other sectors,
such as manufacturing, agribusiness,
services, and banking.

2014

Ongoing

Source: Developed based on public information from the International Finance Corporation/World Bank

Table 6.
Cooperación entre China y el Banco Nacional de Desarrollo Económico y Social
de Brasil (BNDES)
Agreement
Date
Chinese institution
Export-Import
Cooperation agreement with a two-year term. Its focus
2014
Bank of China
was cooperation for projects in diverse areas, including,
energy, infrastructure and aeronautics, projects for
investment, and trade of products and services.
China
Development
Bank

Memorandum of understanding. It opened the possibility
of a concession for a line of credit from CDB to BNDES for
support on common interest projects, along the line of
those already executed with other multilateral
development banks and governmental agencies. It would
have a three-year term.

Source: Developed based on public information from BNDES
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According to Caballero (2019), China's relations with different financial institutions
in the region are established to co-finance infrastructure projects. This
co-financing can be official or commercial:
1. Official Co-financing: mobilizes loans for projects and grants for technical
assistance operations in the public sector. In this co-financing modality, there
are loans for specific projects or through fiduciary funds that provide grants for
a specific number of countries or interest areas.
2. Commercial Co-financing: mobilizes resources from commercial partners to
invest in development projects. This is done mainly through loan syndication
and A/B loans: the multilateral institution acts as the registered moneylender
(loan A) and the commercial banks participate in section B. B Loans enjoy the
same privileges and immunity as A loans.
The latter occurs in cooperation between Chinese financial institutions and the
IDB. In 2013, the Chinese Joint Financing Fund for Latin American and Caribbean
Region was created, with 2 billion dollars in capital. The fund is coordinated by the
People's Bank of China and executed by the IDB.
The Joint Fund provides financial support for projects on education, water, energy,
infrastructure, and other areas. It is the first of its kind established by China and a
multilateral development bank and, in the words of the IDB president, will serve as
a reference point for future cooperation models with China and other countries
(Cruz and Flórez, 2018).
The money from the mentioned fund has been allocated to co-finance over 50
projects in 17 countries in the region and three regional projects. The projects are
mainly focused on the following sectors: energy, financial markets, support for
private companies and SME development, and transportation. Among the energy
projects, support for solar and wind energy projects in Uruguay and Chile stand
out.
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The relationship between China and the IDB has also produced A/B loans for
infrastructure projects. This is the case for the Ituango Hydroelectric Plant in
Colombia. That project received an A/B loan, which means that section A has 400
million dollars from the IDB group and 50 million dollars from the China
Co-financing Fund, which are administered by IDB Invest. Section B is a loan for
650 million dollars from different banks, including, the Industrial and Commercial
Bank of China (ICBC).
The alliances between Chinese financial institutions and those from the region
means that financing has improved social and environmental standards, given
that they apply the safeguard policies of the multilateral banks that operate in LAC.
Nevertheless, projects with high-level social-environmental conflicts have been
detected, such as Hidroituango, the largest energy project currently under
construction in Colombia. That project has impacted the way of life and economic
activities of those who live in the area, violating their human rights and
environment rights (Cruz and Flórez, 2018).

Infrastructure PPPs in the region
PPPs deserve a special mention in relation to Chinese participation in
infrastructure. ECLAC (2018) indicates that, to date, the participation of Chinese
companies in PPP investment projects in the region has been limited. ECLAC refers
to investment projects because Chinese companies act as sponsors of
infrastructure projects through PPP schemes. It indicates that between 2000 and
2016, China invested over 7.66 billion dollars through initiatives in in the energy
and transportation sectors. That number only represented 1.3% of the amount
invested in all of the region's countries during that period.
Chinese investment has been mostly focused on Brazil (60.7% of the total). In this
country, investment has been almost exclusively focused on the energy sector.
Colombia is the second recipient (14.8%), followed by Jamaica (13%), and Mexico
(4%), countries where almost all of the investment went to the transportation
sector (ECLAC, 2018).
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Some analysts suggest adopting PPP as the main infrastructure cooperation
model for Chinese investors abroad. “The PPP model can reduce political and
economic risks, as it requires more negotiations, public debates, and a stable
investment climate” (Niu, 2018). It is important to mention that this model with
Chinese participation would focus on, for example, members of the Pacific
Alliance, “since its business environment, as well as its capacity to achieve growth,
are better than those in the rest of the region” (Niu, 2018).
In transportation infrastructure, the first Chinese company awarded a PPP project
in Latin America was Chinese Harbour Engineering Company for the Autopista al
Mar 2 [Freeway to the Sea 2] in Colombia in 2015. Establishing a PPP cooperation
agenda will be central for strengthening relations between China and Colombia.
In April 2018, the Financiera de Desarrollo Nacional (FDN or National Development
Financial Entity), an entity specialized in financing and structuring infrastructure
projects through PPPs, announced an alliance with the China Development Bank
(CDB) to establish financial support for road projects.
In 2015, the FDN and CDB had already signed a memorandum of understanding,
which sought to establish cooperation for information exchanges and possibilities
for financing projects using the PPP model. In 2018, they signed a new
memorandum of understanding to offer credit lines and to guarantee CDB's
participation in the financing or co-financing of infrastructure projects. The
alliance made it possible to attract Chinese companies interested in the 4G
program and Bogotá Metro projects (FDN, 2018).
One of the greatest concerns from civil society organizations, ethnic peoples, and
peasant and local organizations is related to the financing for this type of scheme,
as the benefits have not been verified. In Colombia, some problems in PPP
projects have been identified in relation to high construction costs, minimal
transparency in contract negotiation, limitations in preventing environmental
impacts, and limited participation guarantees for concerned population groups.
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The New Silk Road Initiative
The Silk Road also deserves a special mention regarding infrastructure
development. The Belt and Road or New Silk Road is one of the most important
international cooperation initiatives of the 21st century. It was created by China
and its aim is to construct a network of commerce, investment, and infrastructure
to connect Asia with Europe, Africa, and Latin America using different commercial
routes. It includes the construction of bridges, roads, ports, and railroads.
Therefore, it would make sense that many of the projects being carried out in the
region are integrated with this initiative, especially cross-border regional
integration projects and others that give China access to natural resources and
raw materials in the region. Additionally, the initiative should address the region's
infrastructure and logistics gap.
It is important to note that, to date, Chile, Ecuador, Cuba, Panama, Peru, Uruguay,
Bolivia, Costa Rica, El Salvador, Antigua and Barbuda, Guyana, Suriname, Trinidad
and Tobago, and Venezuela have made official their entrance into the New Silk
Road initiative by signing memoranda of cooperation. Key countries, such as Brazil
and Colombia, have not yet joined even though they have received the offer to be
a part of the initiative.
The initiative has been criticized from many angles and some western countries
still have reservations about the project. Many governments are concerned about
high costs and financing the Belt and Road, since they could imply excessive debt
held by China and the benefits could be unbalanced. Additionally, the lack of an
environmental impact study for the project and the social impacts on local
economies in the different regions have been questioned, especially in Latin
America and Africa, where there have already been many Chinese investments
and negative experiences, as will be covered in the third section.
Given these critiques, China has promised that the New Silk Road will be
“ecological and sustainable,” that it will generate new "green" commercial routes,
and that to do so it will use ecological criteria for financing and infrastructure
construction, including commitments to transparency.
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Part three. Chinese
infrastructure projects:
social-environmental risks,
conflicts they cause, and
safeguard policies

Social-environmental risks and conflicts
The research on social and environmental impacts from projects with Chinese
participation brings up important discussions on the level of responsibility of
States and the weakness of local regulatory frameworks, but also the level of
responsibility of Chinese companies and banks and their actions in comparison
with counterparts from other countries. Regulations will be addressed in the
following sub-section. Here, we will address some of the debates and especially
the implications of the infrastructure development model in general, and Chinese
infrastructure cooperation.
To begin, there are projects with Chinese participation that have presented
social-environmental impacts or risks. The Asian country's actions do not offer
anything new in relation to what was done before, it is not an alternative, in
relation to the conflicts that are generated. Table 7 describes several of these in
some of the region's countries and the relationship with energy and
transportation infrastructure projects.
The table reflects some conflicts in the Amazon river basin that affect ethnic
peoples and peasants. This means that, to begin with, the projects are being
carried out in areas with important biological diversity; in some cases, in legally
protected areas and territories with ethnic peoples present, where prior, free, and
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informed consent is required. Consequently, this means that the social and
environmental risks inherent to these projects are considerable. On the other
hand, Sinohydro Limited Corporation is the company that faces the largest
number of conflicts in the region. Its funders are the China Development Bank, the
Industrial and Commercial Bank of China, Export-Import Bank of China, and the
Co-financing Fund of China, administered by the IDB.
However, in addition to the specific situations shown in Table 7, a record of varied
and numerous problems should also be noted. Among the diverse challenges,
similarities can be found in how these investments occur. Also, in the principal
conflicts that occur:
Not recognizing ethnic populations and peasants. Neither national nor
Chinese authorities put into effect rights to participation and prior, free, and
informed consultation and consent. The projects impact the rights and
autonomy of these peoples.
Difficulties in accessing information. Information is limited, and in some
cases, key project documents are not public.
Impacts and risks generated by projects in legally protected natural areas or
high-value ecosystems for the local communities. This threat is particularly
serious in the Amazon river basin. Recent research on this matter indicated
that Chinese State-owned development banks are on the verge of becoming
the main stakeholders in infrastructure financing and execution in the
Amazon river basin and it identified that they participate in projects that are
risky on social and environmental levels (Gallagher, Garzón, Grimm, Myers,
Ray, Reid, Rosenthal, and Zhu, 2019).
Due diligence problems. There is constant non-compliance in the presentation of Environmental Impact Assessments (EIA). There are several reasons for
this: significant gaps, lacking information, or because they ignore the participation of local communities or those potentially affected by the project.
Violations of human and economic, social, cultural, and environmental rights.
The presented cases show serious environmental, social, and cultural
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infringements. They also register a high-level risk for the lives of social leaders
who promote resistance to these projects. In some cases, there are also labor
and workplace safety conflicts

Table 7. LAC. Conflicts and risks generated by infrastructure projects
executed and financed by Chinese companies and banks, 2005-2019
Name of
infrastructure Country
project

Mandisoví
Chico and la
Paz-Estacas
Aquaducts

Identiﬁed conﬂicts

Argentina The aqueducts will be constructed in a
China State
conservation area with native forest that is
Construction
currently protected in Argentina by the Forests Engineering
Law. Complaints have been ﬁled due to a lack
of transparency on the loan with China, with
secret clauses in the contract and a short
timeline to discuss the project in Congress.

La Barrancosa- Argentina There have been complaints regarding
Cóndor Cliﬀ
problems in the Environmental Impact Study,
Hydroelectric
on the impacts of the nutrient ﬂow to the
complex
marine environment via the Santa Cruz River,
and impacts on the Macá Tobiano, a bird in
danger of extinction. There are also
complaints due to the lack of participation and
eﬀective consultations with the population in
the context of the project.
Ivirizu
Hydroelectric
Project

Chinese
company

China
Gezhouba
Group
Corporation

Bolivia

The bid was awarded even though Sinohydro Sinohydro
was ﬁned for the abuse and non-fulﬁllment of Corporation
labor regulations. The project was conceded Limited
inside the Carrasco National Park, which puts
its biodiversity at risk and could lead to
increased deforestation.

Ivirgarzama-Ich Bolivia
ilo Highway

In addition to delays in starting the project, in Sinohydro
2015 and 2016 there were protests and
Corporation
strikes due to labor rights violations and the
Limited
company's non-compliance with agreements
with workers.
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Participating
Chinese
bank

Industrial and
Commercial
Bank of
China

China
Developmen
t Bank/
Industrial and
Commercial
Bank of
China/ Bank
of China

Name of
infrastructure Country
project

Cachuela
Esperanza
Hydroelectric

Bolivia

Identiﬁed conﬂicts

Chinese
company

Participating
Chinese
bank

With its execution, devastation of vegetation, Sinohydro
and even loss of biodiversity and water quality Corporation
are expected. In total, it is calculated that
Limited
three-fourths of the area's rural population will
be aﬀected. The population includes many
indigenous communities.

Rurrenabaque Bolivia
/ San
Buenaventura
Bridge

The project does not have an environmental Sinopec
license. The impacts range from a loss of
Corporation
biodiversity to impacting the local culture of
the region's inhabitants. The local inhabitant's
homes and properties have been impacted.

West-East
Integration
Railway, FIOL

Brazil

Teles Pires
Transmission
Line

Brazil

Project execution was delayed and there was China Railway
cost overrun.
Group
Limited
There was no consultation and consent
State Grid
process prior to the construction of this
project, meaning that it did not comply with
Brazilian legislation. The dam ﬂooded Siete
Caídas, which has major cultural and religious
importance to the Mundukuru peoples. The
Environmental Impact Assessment is
incomplete, as it did not take into account
social-environmental impacts or accumulative
impacts related to the indigenous peoples
and their territories.

Ituango
Hydroelectric

Colombia The project has impacted the peasant
communities who live in the area. There have
been complaints on the lack of consultation
and participation from the population,
displacements and evictions, criminalization of
protests and persecution of leaders,
inadequate Environmental Impact
Assessments and disasters faced by
surrounding communities. The communities
have also requested a land assessment to
verify if there are remains of individuals
disappeared during the armed conﬂict in the
ﬂood zone.
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Co-ﬁnancing
Fund of
China
administered
by IDB/
Industrial and
Commercial
Bank of
China

Name of
infrastructure Country
project

Identiﬁed conﬂicts

Chinese
company

Participating
Chinese
bank

First Line of the Colombia China Harbour Engineering Company Limited
Bogotá Metro
has been ﬁned by the World Bank for
fraudulent practices in projects ﬁnanced by
this bank. The tender was carried out amid
complaints of a lack of transparency in the
negotiation.

China
Harbour
Engineering
Company
Limited/ Xi’an
Metro
Company
Limited

Gecelca 3
Colombia The thermoelectric should have been
Power Station
completed at the end of 2012 but was
and Gecelca
inaugurated in 2015. The Comptroller
3.2 Project
General's Oﬃce ﬁned the concessionaire for a
partial breach of contractual obligations. In
November 2016, the Zenú indigenous
peoples took over the thermoelectric facilities,
protesting the possible contamination of
water and rivers in its inﬂuence area, in
addition to complaints of not hiring local
workers.

China United
Engineering
Corporation/
Dongfang
Turbine Co.,
Ltd.

National Route Costa
No. 32
Rica

China
Harbour
Engineering
Company

Export-Import
Bank of China

Ecuador The project has been under investigation from Sinohydro
the Comptroller General's Oﬃce due to the
Corporation
identiﬁcation of ﬂaws and ﬁssures in the
Limited
hydroelectric facilities. Additionally, there were
breaches in the construction of the
permanent camp for operations and with the
ongoing training plan for operations
personnel. On environmental aﬀairs, an
environmental license was not requested for
the project's operational phase.

Banco de
Exportaciones
e
Importaciones
de China

China
Gezhouba
Group
Corporation

Banco de
Exportaciones
e
Importaciones
de China

Coca Codo
Sinclair
Hydroelectric

It has been claimed that the project has an
incomplete design, lack of permits to cut down
trees, and delays in the importation of
machinery.

Paute—Sopla Ecuador The company should pay a 305 million dollar
dora
ﬁne for unﬁnished projects during
Hydroelectric
construction.
Power Station,
Ecuador
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Name of
infrastructure Country
project

Identiﬁed conﬂicts

Chinese
company

Patuca III Damt Honduras In 2011, complaints were presented by
Sinohydro
aﬀected indigenous peoples due to a ﬂawed Corporation
consultation process that presented selective Limited
information and lacked other information. In
2013, there were conﬂicts with the owners of
the land, which was expropriated for the
project: they alleged non-fulﬁllment of
compensation payments and the legalization
of the land where they were relocated.
Inter-oceanic
Canal of
Nicaragua

Nicaragua This canal has been criticized due to the
Ortega sizeable, aﬀected populations and due to its Wang Jing
secret negotiation, without public consultation, Concession
without consent from indigenous peoples,
without a tender process, that was authorized
by mayors in a process that concluded in
fewer than 7 workdays. The communities
protested on several occasions to oppose the
project. Currently, the project is not advancing.

Amazon
Waterway

Peru

The project area includes the Loreto and
Sinohydro
Ucayali regions, where there are native
Corporation
communities belonging to 14 indigenous
Limited
peoples and four protected natural areas. The
Waterway puts at risk the life of the rivers,
which is enormously important for these
peoples' culture and economies.

San Gabán III Peru
Hydroelectric
Power Station

The Ministry of Agriculture and Irrigation
China Three
reported that the National Forest and Wildlife Gorges
Service (Serfor, in Spanish) initiated an
Corporation
Administrative Punitive Process (PAS for its
acronym in Spanish) against the company
Hydro Global for deforestation in
unauthorized areas.

Tinaco Anaco
Railroad

Participating
Chinese
bank
Industrial and
Commercial
Bank of China

China
Development
Bank

Venezuela The construction of the Tinaco-Anaco railway China Railway
system (Cojedes- Anzoátegui) has halted for Engineering
Corporation
eight years, which has aﬀected over 5,000
workers. The abandonment and deterioration
of worker camps established by the Chinese
company has been registered.

Source: Table developed based on information from Chinaenamericalatina.info
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Social and environmental regulatory frameworks
According to ECLAC (2015), the social-environmental risks and conflicts caused by
infrastructure projects with Chinese participation are due, in large part, to weak
national regulatory frameworks, insufficient oversight, a lack of familiarity with
national policies on the part of Chinese actors, and the lack of this country's
company and bank regulations regarding extraterritorial operations.
Currently, the regulatory frameworks that outline project execution depend
almost exclusively on national States. That is to say, States are the main parties
responsible for demanding clear social-environmental measures from foreign
entities. The region, however, is in the process of relaxing regulations, both those
of the States themselves and international financial institutions, such as the IDB
environmental framework (Salazar, 2018). The consequence of relaxing these
regulations is the entrance of foreign capital without the necessary and sufficient
conditions to protect human rights, the environment, and territories.7
In recent years, the Chinese government has established guidelines for finance
projects abroad that address social and environmental questions. Nevertheless,
the majority are non-binding or do not require mandatory compliance. The
China-Latin America Sustainable Investments Initiative wrote a Manual on Chinese
Environmental and Social Regulations for Lending and Investing Abroad, which
summarizes the principal guidelines that are applicable to the infrastructure
sector. These guidelines, for bank and companies, are laid out in tables 8 and 9.

7 For further information on this relaxing process, you can consult the text Ambiente fragmentado: Deterioro de

los marcos ambientales en América Latina 2013 – 2018, referenced in the bibliography.
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Table 8. Chinese environmental and social guidelines for banks that finance
infrastructure projects in LAC
Regulation or Guideline

Issued by

Objective

Environmental Risk Management Green Finance Committee,
Initiative for China’s Overseas
China Society for Finance and
Investment
Banking
Investment Association of China
Asset Management Association
of China
Insurance Asset Management
Association of China
China Trustee Association
Foreign Economic Cooperation
Oﬃce of the Ministry of
Environmental Protection (2017)

Improve environmental risk
management and the adoption
of responsible investment
principles for Chinese banks and
companies abroad.

Standardization of banking
services institutions to “go
abroad” and strengthen
prevention and risk control
guidelines

Guide the standardization of
ﬁnancial institutions' businesses
practices and, through this,
improve companies' capacity to
operate abroad, with an
emphasis on regions involved in
the “Belt and Road.”

Communist Party Central
Committee and State Council
(2017)

Guidelines for the construction of People's Bank of China
a green ﬁnancial system
Ministry of Finance
National Development and
Reform Commission
Ministry of Environmental
Protection
China Banking Regulatory
Commission
China Securities Regulatory
Commission
China Insurance Regulatory
Commission (2016)

Prevent losses and unfavorable
impacts caused by environmental
and social risks and implement
green credit.

Opinions on the implementation China Banking Regulatory
of green credit
Commission (2014)

Prevent losses and unfavorable
impacts caused by environmental
and social risks and implement
green credit.

39

Regulation or Guideline
Green credit directives

Issued by

Objective

China Banking Regulatory
Commission (2012)

Using green credit, encourage
banking institutions to adjust their
loan structures to avoid
environmental and social risks in
project ﬁnancing.

Guideline for environmental and Eximbank of China (2007)
social assessments for loans for
projects from the Eximbank of
China

Support the implementation of
national strategies for responsible
development, promote the
economy and social and
environmental development, and
eﬀectively control credit risks.

Directives on corporate social
responsibility from ﬁnancial
institutions

China Banking Association (2009) Improve the environmental and
social performance of Chinese
ﬁnancial institutions.

Notiﬁcation of the China Banking China Banking Regulatory
Regulatory Commission on
Commission (2009)
issuing guidelines for handling
commercial banks' reputational
risks

Guide Chinese banks for eﬀective
management of reputational
risks, to protect their ﬁnancial
stability and market conﬁdence.

Guidance on credit and energy
conservation

Limit ﬁnancing of highly polluting
and high energy consumption
projects.

China Banking Regulatory
Commission (2007)

Source: Garzón (2018)
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Table 9. Chinese, environmental, and social guidelines for companies that
participate in LAC infrastructure projects
Regulation or Guideline
Guidelines on sustainable
infrastructure for Chinese
companies

Issued by
China International Contractors
Association and Dagong Global
Credit Rating (2016)

Objective
Provide an industry standard for
sustainable infrastructure
projects.
Stimulate companies in
ﬁnancing, planning, design,
construction, and operations
processes to include governance
rules for economic,
environmental, and social
sustainability.

Guidelines on environmental
protection in foreign investment
and cooperation

Ministry of Trade
Ministry of the Environment
(2013)

Support companies so that they
fulﬁll their social responsibility in
protecting the environment.
Identify and prevent
environmental risks in a timely
manner.
Generate a positive image of
Chinese companies abroad.
Support sustainable
development in host countries

Social responsibility guidelines for China International Contractors
the international project
Association (2012)
contracting industry

Improve the environmental and
social performance of Chinese
companies abroad.

Source: Garzón, 2018

According to Tables 8 and 9, the guidelines address several key aspects for project
execution. For example, they mention the importance of ex ante and ex post
assessments of a project's environmental and social impact, of carrying out due
diligence examinations by independent evaluators; other guidelines indicate the
obligation of respecting workers' rights, guaranteeing that information be
available to the public, and that social participation opportunities be established.
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However, these are not binding guidelines. That means that implementation is
neither proactive nor effective. Therefore, the existence of these standards has not
meant improved projects from a social-environmental lens. This happens, in part,
due to the “differential approach,” which means that Chinese companies and
banks are exclusively focused on fulfilling the laws of the countries where they
operate, without considering any additional commitments (Garzón, 2018).
Lastly, we will look at safeguard policies, which are another type of regulation.
According to the Grupo Regional sobre Financiamiento e Infraestructura (Regional
Finance and Infrastructure Group) (GREFI, 2018), Chinese banks are behind on
fulfilling environmental, social, and access to information standards. The most
concerning are those related to participation and ethnic peoples.8 In comparison
with other traditional international financial institutions that operate in the region,
Chinese banks have weak safeguard policies. Another important difference is that
the multilateral banks have independent accountability mechanisms, key spaces
where affected citizens and communities can file a complaint or claim due to a
negative impact from a project financed by these institutions. These mechanisms
do not exist in the case of the Chinese banks.

8This group wrote a report with a comparative analysis of the environmental, social, and access to information

regulatory frameworks of the financial institutions with a presence in Latin America, including traditional,
emerging, and Chinese institutions. Specifically, it evaluated the regulatory frameworks of the China
Development Bank and Export-Import Bank of China.
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Final conclusions and
comments
How Chinese companies and banks participate in
infrastructure projects
Infrastructure in LAC attracts the interest of many financial entities, from
multilateral banks, to commercial banks, private investors, and others. Within this
wide range of interested parties, China's participation in infrastructure occurs in
different ways. Its companies have an active role in construction contracts for
energy, transportation, and logistics infrastructure contracts. Its banks participate
in financing through diverse channels: direct loans for development projects,
usually backed by previously established agreements or memoranda,
co-financing through investment funds administered by and with participation
from multilateral banks, and support from the PPP model for project execution.
This participation is expected to increase in coming years due to the
complementary interests of China and the region: the financing needs of closing
the gap make LAC a setting where China can promote its companies’ participation
in diverse projects and expand financing packages for the sector. This means that
the relationship will be strengthened more and more between governments,
development banks, and multilateral organisms like CELAC.
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The conflicts generated by infrastructure projects
and Chinese participation
From the perspective of social-environmental conflicts, China's role is significant
as it strengthens an infrastructure model that generates tensions with local
populations and communities. Its cooperation model for the region aims to
participate in infrastructure projects that are strategic, both in terms of positioning
and access to resources.
The projects reflect alliances between different stakeholders like States,
companies, and multilateral banks that promote a certain development model
and, on the other hand, resistance from local communities who question not only
specific projects, but the development model itself, and demand their right to
decide based on different criteria (Svampa, 2012). On a territorial level, the
configuration of social-productive spaces that are dependent on the international
market (in this case Asian) are strengthened, negatively impacting local ways of
conceiving the territory.
Nevertheless, this text does not conclude that Chinese companies have a better or
worse environmental and social performance than their counterparts. China is a
stakeholder that, together with others, feeds into a variety of pressures on LAC,
especially, with regard to its natural resources, to market opportunities for its
companies, and opportunities to expand financial capital. Although there are
particular characteristics, such as the interest to position the New Silk Road
Initiative, the problem is much bigger and involves a variety of stakeholders as was
stated by Valderrey and Lemus (2018) about mining:
Ultimately, Chinese companies are not a note of discord in the
great symphony of harnessing Latin American mining resources.
They are only a variation of the main melody: the prevalence of
economic interests over the well-being of the people and a
preservation of their identity and their lands.
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The participation of Chinese companies or Chinese financing does not offer, to
date, social and environmental guarantees. It has advanced significantly with the
establishment of some guidelines for its companies and banks, but today those
guidelines exist only on paper and do not reflect a proactive attitude regarding
their implementation. On the other hand, its banks are significantly delayed in
establishing social-environmental safeguard policies to apply to their financing.
Nor are there advances in establishing measures for the negotiation of bilateral
agreements or regional cooperation plans.

The shortcomings of the national regulatory
frameworks and absence of a legal framework for
extraterritorial activities
Regulatory non-compliance and human rights violations during project execution
represents a conflict both for China and national governments. These parties must
guarantee the protection of communities in the territories where activities are
carried out, as well as monitor performance and fulfill the relevant standards.
The Chinese government has ratified several international human rights
instruments, such as the International Covenant on Economic, Social and Cultural
Rights, the Protocol of San Salvador, and the Maastricht Principles on
Extraterritorial Obligations of States in the Area of Economic, Social and Cultural
Rights. The latter instruments establish that States have the obligation to respect,
protect, and fulfill economic, social, and cultural rights both within and outside
their territory, and they stipulate that the responsibility of each State extends to
the acts and omissions of non-state agents who act on the instructions, or under
the direction or control, of the State in question.
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In the 40th Session of the United Nations Human Rights Council, the People's
Republic of China made the commitment to promote measures to guarantee that
development and infrastructure projects promoted within, and outside, their
territory be fully compatible with human rights. Specifically, it made the
commitment to adopt measures on companies and human rights according to
international obligations and to ensure that companies that operate in high-risk
zones or conflict zones act with due diligence on human rights, in accordance
with the Guiding Principles on Business and Human Rights.
A report from the Coordinadora de Organizaciones Indígenas de la Cuenca
Amazónica (Coordinator of Indigenous Organizations of the Amazon River Basin)
(Coica, 2018) establishes some key recommendations in relation to the
aforementioned points:
Modify and/or sign addenda for the signed Memoranda of Understanding
and Free Trade Agreements. Specifically, include a clause on the fulfillment of
indigenous peoples' human rights and a clause to not weaken or undermine
the social-environmental regulations of the country where projects with
Chinese capital and/or financing are operating.
Include an anti-corruption and transparency clause. This must contain specific
audits, accountability, and public monitoring mechanisms, which must be
included in future agreements and treaties.
Throughout the project cycle, promote and guarantee citizen participation,
citizen and indigenous monitoring and oversight policies and processes.
Apply the principle of extraterritoriality in the identification of responsibilities
for companies headquartered in China that have caused human rights
violations.
Improve access to information and transparency policies for companies with
projects related to social-environmental and economic issues. This must be
applied starting with project design and through implementation.
Write and execute monitoring and oversight protocols for companies
financed by the People's Republic of China.
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Translate Chinese banks' internal policies into the languages where the loan
beneficiaries operate; incorporate principles for maximum disclosure,
maximum publicity, good faith, interculturality, and participation.
Ratify Convention 169 of the International Labour Organization.

Who wins and who loses?
Discursively speaking, China states that it seeks a win-win style of cooperation with
the region's countries. The conflicts show that the notions of horizontal relations,
mutual benefits, and common concerns are not effective in China-Latin American
relations, at least from local communities' point of view. For that reason, ethnic
peoples and social movements have carried out diverse and concrete actions in
the face of these infrastructure projects (with participation from China and other
stakeholders) and they continue to defend their autonomy, identities, and
territories.
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