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                                   伊薩卡島  
當你啟程前往伊薩卡 
 
但願你的旅途漫長， 
 
充滿奇蹟，充滿發現。 
 
 
 
萊斯特律戈涅斯巨人，獨眼巨人， 
 
憤怒的波塞冬海神 — 不要怕他們 , 
 
你將不會在途中碰到諸如此類的怪物， 
 
只要你高揚你的思想 … 
 
 
但願你的旅途漫長。 
 
但願那裡有很多夏天的早晨， 
 
當你無比快樂和興奮地 
 
進入你第一次見到的海港： 
 
但願你在腓尼基人的貿易市場停步購買 
 
精美的物件， 
 
珍珠母和珊瑚，琥珀和黑檀，  
 
各式各樣銷魂的香水 
 
你要多銷魂就有多銷魂： 
 
願你走訪眾多埃及城市 
 
向那些有識之士討教並繼續討教。 

 
 
 
 

讓伊薩卡常在你心中， 
 
抵達那裡是你此行的目的。 
 
但路上不要過於匆促， 
 
最好多延長幾年， 
 
那時當你上得了島你也就老了， 
 
一路所得已經教你富甲四方， 
 
用不著伊薩卡來讓你財源滾滾。 
 
 
用伊薩卡賦予你如此神奇的旅行， 
 
沒有它你可不會啟程前來。 
 
現在它再也沒有什麼可以給你的了。 
 
而如果你發現它原來是這麼窮， 
 
那可不是伊薩卡想愚弄你。 
 
 
既然那時你已經變得很聰慧， 
 
並且見多識廣， 
 
你也就不會不明白， 
 
這些伊薩卡意味著什麼。 
 
                      
 
 

         康斯坦丁· 卡瓦菲斯 1911 
 
(來源： 吳籽言的日誌)
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                   Ithaka  
 
As you set out for Ithaka, 
hope that your journey is a long one, 
full of adventure, full of discovery. 
Laistrygonians and Cyclops, 
angry Poseidon—do not  be afraid of them. 
You’ll never find things like that on your way, 
as long as you keep your thoughts raised high, 
as long as a rare sensation  
touches your spirit and your body. 
Laistrygonians and Cyclops, 
wild Poseidon—you won’t encounter them, 
unless you bring them along inside your soul, 
unless your soul sets them up in front of you. 
 
Hope that your journey is a long one. 
May there be many summer mornings when, 
with what pleasure, what joy, 
you come into harbours seen for the first time. 
May you stop at Phoenician trading stations 
to buy fine things, 
mother of pearl and coral, amber and ebony, 
sensual perfume of every kind—as many               
sensual perfumes as you can. 
And may you visit many Egyptian cities 
to learn, and learn again, from those who know. 
 
 
Keep Ithaka always in your mind. 
Arriving there is what you are destined for. 
But do not hurry the journey at all. 
Better if it lasts for years, 
so that you are old by the time you reach  
the island, 
wealthy with all you have gained on the way, 
not expecting Ithaka to make you rich. 
 
Ithaka gave you the marvelous journey. 
Without her, you would not have set out. 
She has nothing left to give you now. 
 
And if you find her poor,                                        
Ithaka won’t have fooled you. 
Wise as you will have become,  

so full of experience, 
you will have understood, by then,                          
what these Ithakas mean. 
                                             

    C. P. Cavafy, 
1911.                  

                    
                  Ιθάκη 
 
Σα βγεις στον πηγαιμό για την Ιθάκη, 
να εύχεσαι νάναι μακρύς ο δρόμος, 
γεμάτος περιπέτειες, γεμάτος γνώσεις. 
Τους Λαιστρυγόνας και τους Κύκλωπας, 
τον θυμωμένο Ποσειδώνα μη φοβάσαι, 
τέτοια στον δρόμο σου ποτέ σου δεν θα 
βρεις, αν μέν’ η σκέψις σου υψηλή, αν 
εκλεκτή συγκίνησις το πνεύμα και το σώμα 
σου αγγίζει. 
Τους Λαιστρυγόνας και τους Κύκλωπας, 
τον άγριο Ποσειδώνα δεν θα συναντήσεις, 
αν δεν τους κουβανείς μες στην ψυχή σου, 
αν η ψυχή σου δεν τους στήνει εμπρός σου. 
 
Να εύχεσαι νάναι μακρύς ο δρόμος. 
Πολλά τα καλοκαιρινά πρωιά να είναι 
που με τι ευχαρίστησι, με τι χαρά 
θα μπαίνεις σε λιμένας πρωτοειδωμένους· 
να σταματήσεις σ’ εμπορεία Φοινικικά, 
και τες καλές πραγμάτειες ν’ αποκτήσεις, 
σεντέφια και κοράλλια, κεχριμπάρια κ’ 
έβενους,και ηδονικά μυρωδικά κάθε λογής, 
όσο μπορείς πιο άφθονα ηδονικά 
μυρωδικά· σε πόλεις Aιγυπτιακές πολλές 
να πας, να μάθεις και να μάθεις απ’ τους 
σπουδασμένους. 
 
Πάντα στον νου σου νάχεις την Ιθάκη. 
Το φθάσιμον εκεί είν’ ο προορισμός σου. 
Aλλά μη βιάζεις το ταξείδι διόλου. 
Καλλίτερα χρόνια πολλά να διαρκέσει· 
και γέρος πια ν’ αράξεις στο νησί, 
πλούσιος με όσα κέρδισες στον δρόμο, 
μη προσδοκώντας πλούτη να σε δώσει η 
Ιθάκη. 
 
Η Ιθάκη σ’ έδωσε τ’ ωραίο ταξείδι. 
Χωρίς αυτήν δεν θάβγαινες στον δρόμο. 
Άλλα δεν έχει να σε δώσει πια. 
 
Κι αν πτωχική την βρεις, η Ιθάκη δεν σε 
γέλασε. 
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Έτσι σοφός που έγινες, με τόση πείρα, 
ήδη θα το κατάλαβες η Ιθάκες τι σημαίνουν.                  
 
                                  
                                Κ. Π. Καβάφη, 1911. 
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Abstract 

 
This dissertation studies China’s energy policy since the “Go Out” 

strategy became the PRC’s “overarching national strategy”, having been 
put forward for the first time in the 5th Plenum of the 15th CPC Central 
Committee in October 2000 –despite having been de facto implemented 
since 1993. It focuses on the evolution of the PRC’s petroleum and biofuels 
policy from 2000 to 2010 and on the impact it has had on Brazilian and 
Argentine energy policy and exports of energy resources to China.  

The study adopts an asymmetrical interdependent perspective 
within a South-South Cooperation analytical framework to argue that the 
role these countries have played as suppliers of fossil energy resources 
(petroleum) to the PRC throughout the observed period –role that can be 
defined as having been relatively modest in spite of having ranked as 
China’s top South American oil suppliers for most of it– has considerable 
potential to become significantly more relevant in the future, through the 
diversification of their energy exports to China based on the combination of 
fossil fuels and renewable energy resources (biofuels).  

As regards the former, the study highlights the game-changing 
discovery of enormous ultra deep-water off-shore reserves in Brazil in 2007 
and 2010 (Tupi-Lula and Libra, respectively, which are already turning 
Brazil into a major oil exporter) and of the gigantic shale energy formation 
of Vaca Muerta in Argentina in 2010. Regarding the latter, both Brazil and 
Argentina are leading producers and exporters of biofuels (sugar cane- 
based ethanol and soybean-based biodiesel, respectively). The remarkable 
progress that the PRC has made in the energy sectors of the analyzed 
countries –and in Latin America in general, showing the “asymmetry of 
attention” paid by China and the USA to the region is emphasized.  

The research highlights the increasing importance that renewable 
energy resources are having in Chinese energy policy, due to both energy 
security and environmental concerns. It argues that the addition of clean 
energy resources to their exports to the PRC would benefit Brazil and 
Argentina by allowing them to diversify not only their export baskets (by 
adding more products to their exports to China, with the plus that these 
would have value added) and export destinations (adding the growing 
Chinese market while simultaneously reducing these countries’ dependence 
on traditional biofuel destinations such as the EU and the USA), but would 
also have positive effects for China’s fuel supply mix, contributing to make 
China’s transition to a low-carbon economy (or, at least, lower-carbon) 
shorter – as well as positive spillovers in their industrial structures.    
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Chapter 1 – China’s Energy Policy and South-South Cooperation? 

1.1.– Introduction – Problem Statement and Research Significance 

Energy is essential for a country’s economic activity, development and growth, 
since there can be “no prosperity without energy.” 1  As famously pointed out by 
Schumacher, “there is no substitute for energy, the whole edifice of modern life is built 
upon it. Although energy can be bought and sold like any other commodity, it is not ‘just 
another commodity’, but the precondition of all commodities, a basic factor equally with 
air, water, and earth.”2 Indeed, and according to Wei et al., “energy, just like labor and 
capital, is universally acknowledged to be the fundamental factor and strategic resource 
of an industrial society.”3 

The present research notes that, in the case of the PRC, the crucial role that 
energy plays becomes even more critical, not only because the economic growth of 
China –the world’s second largest economy and top energy consumer– depends on it, but 
also due to the fact that, for the Chinese government, “delivering growth is a political –
rather than economic– proposition”4, as noted by Kong. According to this author, in the 
PRC, “economic growth has become the primary legitimizer and stabilizer of the Chinese 
political system”5, with the recognition, by the PRC government, that China’s “energy 
security” –“the availability of energy at all times, in various forms, in sufficient quantities, 
and at affordable prices” 6 – is “an important part of China’s economic security.” 7  
Therefore, it is vital for the Chinese government to secure access to stable and reliable 
energy sources, in order to minimize the risks of disruptions in energy supplies that could 
threaten the growth of the Chinese economy and the country’s stability.   

Under these circumstances, the fact that in 1993 the PRC ceased to be energy self-
sufficient –oil self-sufficiency had been achieved in the early 1960s and maintained for 
three decades, until domestic production was surpassed by consumption in the early 

                                                      

1 Please refer to Josef Auer, Energy Prospects after the Petroleum Age (Frankfurt: Deutsche Bank, 2004): 4.  
2 Remarks by E.F. Schumacher, Chief Economic Advisor to the UK National Coal Board, as quoted by D. 
Yergin, The Prize: the Epic quest for Oil, Money & Power (New York: Simon & Schuster, 1992), as cited 
in R.D. Herbig, “Recent Development: Technical and Legal Considerations for Bio-Fuels”, in 
Environmental & Energy Law & Policy Journal 343 (2007-2008): 343-355.   
3 Yi-Ming Wei, Ying Fan, Zhi-Yong Han, Gang Wu, Energy economics: Modeling and Empirical Analysis 
in China (Boca Raton, FL: CRC Press, Science Press 2010): xi.  
4 See Bo Kong, China’s International Petroleum Policy (Santa Barbara, CA: Praeger, 2010): 141. 
5 Ibid. 
6  United Nations Development Programme World Energy Assessment, Energy and the Challenge of 
Sustainability (New York: UNDP, 2000): 11.  
http://www.undp.org/content/dam/aplaws/publication/en/publications/environment-ene1rgy/www-ee-
library/sustainable-energy/world-energy-assessment-energy-and-the-challenge-of-
sustainability/World%20Energy%20Assessment-2000.pdf  (accessed April 26, 2009). 
See also Philip Andrews-Speed, Xuanli Liao and Roland Dannreuther, The Strategic Implications of 
China’s Energy Needs, (New York: Oxford University Press, 2002): 13.  
7 Kong, China’s International Petroleum Policy, 48. 

http://www.undp.org/content/dam/aplaws/publication/en/publications/environment-ene1rgy/www-ee-library/sustainable-energy/world-energy-assessment-energy-and-the-challenge-of-sustainability/World%20Energy%20Assessment-2000.pdf
http://www.undp.org/content/dam/aplaws/publication/en/publications/environment-ene1rgy/www-ee-library/sustainable-energy/world-energy-assessment-energy-and-the-challenge-of-sustainability/World%20Energy%20Assessment-2000.pdf
http://www.undp.org/content/dam/aplaws/publication/en/publications/environment-ene1rgy/www-ee-library/sustainable-energy/world-energy-assessment-energy-and-the-challenge-of-sustainability/World%20Energy%20Assessment-2000.pdf
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1990s– implied a worrisome and extraordinarily significant change in China’s energy 
balance, turning the country into a net importer of oil. Later, it would also need to start 
importing other energy resources (such as coal, in the late 2000s). In this regard, it has 
been noted by Andrews-Speed et al. that the PRC’s growing dependence on imported 
energy mainly threats China’s own domestic social and political stability8, rather than 
representing a menace to others. Along the same lines, it has been pointed out by Yao 
that “Faced with huge demand for oil, China fears a sudden interruption in supply, which 
would hit economic development, China's foreign relations, and the legitimacy of the 
ruling Chinese Communist Party.”9  It is evident, then, that the year 1993 was a critical 
juncture in China’s energy security policy. At the time of writing, three and a half 
decades have passed since the market driven economic reforms proposed by Deng 
Xiaoping (邓小平, or 鄧小平) were implemented, and two decades since China became a 
net oil importer.  

With regard to these reforms, known as the “Open Door” policy, it has been 
pointed out by Friedman that “Deng found that a once-world power China impoverished 
itself, starting in the Ming Dynasty, by closing its doors and eyes… Deng therefore saw 
long distance exchange as a road back to glorious China.” 10  This “long distance 
exchange” was to be reflected in the “Going Out” strategy (「走出去」战略 , or 戰略), 
proposed by Wang Tao (王涛, or王濤)11 –by then, general manager of China National 
Petroleum Corporation (CNPC, 中国石油天然气集团公司, or 中國石油天然氣集團公

司, the PRC’s largest oil and gas producer and supplier)12, consisted on looking “for 
petroleum resources abroad in order to be able to satisfy demand at home” 13 –  
implemented since 1993 and officially adopted as China’s “overarching national 
strategy” in 2000,14 when it was put forward, for the first time, in the 5th Plenum of the 

                                                      

8 Andrews-Speed et al., The Strategic Implications of China’s Energy Needs, 10.  
9 Yuanming Alvin Yao,“China ’s Oil Strategy and Its Implications for U.S.-China Relations,” in Issues & 
Studies 42,  no. 3 (September 2006): 167.  
10 In this regard, E. Friedman has noted that “the emergence of a Deng’s era committed to openness to the 
world and China’s subsequent extraordinary rise… together with the relative weakening of Europe and 
North America… [are some] of the most significant transformations of our era.” See: Edward Friedman, 
“The State of the State of Knowledge about the Chinese State,” Keynote Speech at the “IPSAS 
International Conference on Governance with Chinese Characteristics: Is State Still in Charge?”, Institute 
of Political Science, Academia Sinica, Taipei, November 20-21, 2010.  
11 “China Vitæ: Wang Tao” – China Vitæ 
http://www.chinavitae.com/biography/Wang_Tao|548 (accessed May 5, 2011). 
12 “About CNPC” – China National Petroleum Corporation (CNPC) website 
http://www.cnpc.com.cn/en/aboutcnpc/ (accessed April 2, 2011).  
13 Kong, China’s International Petroleum Policy, 41. 
14 “The Outline of the 10th 5-Year Plan of the PRC for National Economic and Social Development (國民

經濟和社會發展第十個五年計劃綱, Guómín Jīngjì hé Shèhuì Fāzhǎn Dìshígè Wǔnián Jìhuà Gāngyào)”–
State Development and Planning Commission of the People’s Republic of China 
http://www.ndrc.gov.cn/fzgh/ghwb/gjjh/WO20050614801665349340.PDF (accessed April 5, 2011).  
See also Kong, China’s International Petroleum Policy, 46. 

http://www.chinavitae.com/biography/Wang_Tao|548
http://www.cnpc.com.cn/en/aboutcnpc/
http://www.ndrc.gov.cn/fzgh/ghwb/gjjh/WO20050614801665349340.PDF
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15th Central Committee of the Communist Party in October 2000.15 At it, the character of 
oil as a “strategic issue” was recognized, as well as the fact that petroleum shortages 
required a “consensus” on a national response.16 The year 2000 marks the beginning of 
the period of time examined in this study. 

Since the “Going Out” strategy encouraged Chinese national oil companies 
(NOCs) to become increasingly active overseas and to further develop themselves abroad 
in order to diversify petroleum sources, as well as to compete with foreign oil 
multinationals in overseas oil exploration and development, the presence of NOCs started 
to be noted in Asia, Africa and Latin America –as examined in the below sections of this 
Chapter. Indeed, it was in 1993 that Latin America became the first region CNPC entered 
for international oil and gas operation, when it won the tender to develop a Peruvian 
oilfield –twenty years ago at the time of writing.17  

This study puts emphasis on a certainly interesting concurrence of events. In this 
regard, and as aforementioned, the PRC became a net oil importer in 1993 and the 
world’s second largest oil consumer and importer in 2004.18 This research notes that 
these turning points in China’s energy policy happened in two years that are particularly 
significant for the purposes of this study, since it was precisely then that the strategic 
partnerships of the PRC with Brazil and Argentina were respectively established. This 
issue will be more closely examined in the following sections of this Chapter and in 
Chapters 3, 4 and 5. 

This dissertation examines the impact that China’s increasing reliance on 
imported energy has had on Chinese energy policy in the first decade of the 21st century 
(2000-2010). The present research focuses on the role that Brazil and Argentina –which 
and have the 2nd and 3rd largest oil reserves in South America, respectively– have played 
as suppliers of energy resources to the PRC –in particular, of petroleum, one of the top 
commodities that they export to China. Throughout the observed period, Brazilian and 
Argentine petroleum exports have played a leading role in the relatively moderate 
contribution that South American petroleum makes to satisfy Chinese oil demand –
although to different extents and with Brazil being a remarkably more significant oil 
supplier. The data examined reveals that, for most of the observed period (between 2000 
and 2007), both Brazil and Argentina ranked as the top two South American suppliers of 
petroleum to the PRC, with their exports surpassing those of Venezuela –the region’s top 

                                                      

15 “15th CPC Central Committee Calls 5th Plenary Session” – People’s Daily – October 9, 2000.  
http://english.peopledaily.com.cn/english/200010/09/eng20001009_52117.html   (accessed June 3, 2010). 
16 Kong, China's International Petroleum Policy, 141-143.  
17 In this regard, it would also be important to point out that, in 1997, CNPC also invested in Venezuela and, 
in 1998, President Jiang Zemin visited Saudi Arabia, “celebrated” as a “Strategic Oil Partner” (which 
seems to be a special type of strategic partnership).  
“2013: the 20th year of CNPC’s presence in Latin America” – China National Petroleum Corporation  
http://www.cnpc.com.cn/en/press/Features/Interview_Q1.shtml (accessed March 2, 2013).  
18 Please refer to Chung-chian Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy toward 
Latin America,” in China and the Developing World: Beijing’s Strategy for the Twenty-First Century, ed. J. 
Eisenman, E. Heginbotham and D. Mitchell (Armonk, NY: M. E. Sharpe, 2007), 91. 

http://english.peopledaily.com.cn/english/200010/09/eng20001009_52117.html
http://www.cnpc.com.cn/en/press/Features/Interview_Q1.shtml
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energy producer and exporter (but which exports around three quarters of its crude oil to 
the US)– until 2007. In 2010, the last year of the period examined, China –the world’s 
second largest oil importer– had become the world’s top energy consumer, accounting for 
slightly over 20% of worldwide energy demand and overtaking the US (which accounted 
for 19%) and Brazil had retaken its position as China’s top supplier in South America, 
surpassing Venezuela –which had displaced it in 2007, 2008 and 2009– and with 
Argentina ranking third. 

Petroleum is not the prime mover in neither Sino-Brazilian nor Sino-Argentine 
relations –unlike the case of Venezuela– but it nevertheless is a top-two or top-three in 
the exports of these countries to the PRC. Indeed, crude oil plays a significant role in 
trade exchanges between them, ranking behind soybeans in the case of Argentina, and 
behind soybeans and iron ore, in the case of Brazil. Thus, Chapters 3, 4 and 5 examine 
the development of “bilateral dialogue and cooperative mechanisms in the field of 
energy” 19  between these countries, the strategic cooperation relationships (“strategic 
alliances”) between the national oil companies (NOCs) of China and Brazil –such as the 
one established between Sinopec and Petrobras in 2004 (the year the PRC became the 
world’s 2nd largest oil consumer and importer), or the 2005 Petrobras-CNPC MOU for 
“joint business ventures”– or with private oil companies in both Brazil –such as the 2010 
Sinopec acquisition of a minority stake of the Brazilian unit of Repsol/YPF (thus 
becoming Repsol Sinopec Brasil – )– and Argentina – exclusively with private companies, 
due to this country’s lack of a NOC of its own throughout the observed period, such as 
the 2007 attempt by CNPC to acquire the Argentine assets of Repsol/YPF (with YPF 
standing for Yacimientos Petrolíferos Fiscales, or Treasury Petroleum Fields, or 阿根廷

財政部 油田公司, Argentina’s former state-owned oil company, acquired by Spain’s 
private oil company Repsol, or 雷普索爾公司, in the 1990s), 2010 CNOOC-Bridas Joint 
Venture (中國海洋石油-布里達斯公司 JV), or the CNOOC-Bridas plans to acquire Pan 
American Energy (PAE, 泛美 能源 , a British-Argentine joint-venture), or 2010 
Sinopec’s acquisition of the Argentine unit of Occidental Petroleum Corp. (OXY, 西方石

油公司).  

Since the energy resources produced by these countries are not limited to fossil 
fuels, it is thus worthy to explore the potential that they have as suppliers of renewable 
energy sources, of which they are worldwide top producers and exporters and in which 
have a greater comparative advantage. It is argued that, with Latin America having been 
defined as the “Persian Gulf of biofuels –except that of course Latin America is much 

                                                      

19 “2012 White Paper on Energy Policy”–State Council Information Office of the People’s Republic of 
China –《中国的能源政策(2012)》白皮书 (October 2012), 36. 
http://www.scio.gov.cn/zxbd/wz/201210/t1233774.htm http://www.gov.cn/english/official/2012-
10/24/content_2250497.htm   (accessed October 30, 2012). 
It is precisely because of the importance of the biofuel industry in Brazil and Argentina and its remarkable 
potential to satisfy China’s future energy needs that other major Latin American oil producing countries 
(such as Venezuela, Mexico, Ecuador or Peru) are not included in this research, for reasons of space.  

http://www.scio.gov.cn/zxbd/wz/201210/t1233774.htm
http://www.gov.cn/english/official/2012-10/24/content_2250497.htm
http://www.gov.cn/english/official/2012-10/24/content_2250497.htm
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more stable as a source of energy” 20 by D. J. Rothkopf (current Editor-at-Large of 
Foreign Policy and former Under Secretary of Commerce for International Trade in the 
Clinton administration)21 and with both Brazil and Argentina being top regional and 
global producers and exporters of soybean-based biodiesel and sugar cane-based ethanol 
(mainly 1st-generation biofuels, but with significant developments also being made in 2nd-
generation –cellulosic– biofuels)22– the addition of this renewable energy sources to their 
exports to the PRC would contribute to enhance energy security, alleviate environmental 
concerns and reduce the detrimental effects of the asymmetrical nature of their relations 
with the PRC.  

Chapter 2 adopts an asymmetrical interdependence perspective to analyze the 
implications that differences in economic magnitude and relevance have in Sino-
Brazilian and Sino-Argentine relations – with the PRC being able to benefit to a larger 
extent than the other two countries. Succinctly put, the research notes that, while the PRC 
is either the largest and second-largest trading partner of Brazil and Argentina, neither of 
them holds a similar rank relative to it. The parties involved in these relations do not have 
the same leverage or an equivalent clout: this becomes evident in the analysis of data that 
reveal that these countries are minor trade partners of the PRC, whose relevance is 
mainly derived from the role they play as providers of a reduced number of raw materials 
and commodities (soybeans, iron ore and petroleum). After noting that the theory’s 
fundamental tenet is that “asymmetrical interdependence can be a source of power”23, the 
research puts emphasis in the fact that it is particularly relevant to cases of “asymmetrical 
                                                      

20 Interview with David J. Rothkopf, Biofuels in the Americas, Council on Foreign Relations (CFR), June 8, 
2007. http://www.cfr.org/renewable-energy/biofuels-americas/p13550   
See also Garthen Rothkopf, Blueprint for Green Energy in the Americas: Strategic Analysis of 
Opportunities for Brazil and the Hemisphere – Featuring The Global Biofuels Outlook 2007 (Washington, 
DC: Inter-American Development Bank, 2007)  
http://www.iadb.org/intal/intalcdi/PE/2008/01212.pdf 
21 D. J. Rothkopf – Foreign Policy Group  
http://fpgroup.foreignpolicy.com/people/david-rothkopf/  
22 First–generation biofuels are obtained from sugars or starch (ethanol, from sugar cane or starch of corn, 
wheat or barley), from oil crops (biodiesel, from soybean, rapeseed oil, sunflower, palm, coconut, used 
cooking oil) or animal fats. Second-generation biofuels are produced from sustainable feedstock (such as 
cellulosic ethanol, from straw, wood and grass), and third-generation biofuels are obtained from microalgae, 
seaweed or microbes.  
See G. Dragone et al., “Third generation biofuels from microalgae,” in Current Research, Biotechnology 
and Education Topics in Applied Microbiology and Microbial Biotechnology (2010), 1355-1356. 
“Petrobras e KL Energy assinam parceria para produção de etanol celulósico” – Portal Brasil – August 24, 
2010.  
http://www.brasil.gov.br/economia-e-emprego/2010/08/petrobras-e-kl-energy-assinam-parceria-para-
producao-de-etanol-celulosico  (accessed August 29, 2010). 
See also: “Petrobras America and KL Energy Sign joint-Development Agreement to Optimize Technology 
for Cellulosic Ethanol Production from Sugarcane Bagasse” – Advanced Biofuels USA – August 24, 2010.  
http://advancedbiofuelsusa.info/petrobras-america-and-kl-energy-sign-joind-development-agreement-to-
optimize-technology-for-cellulosic-ethanol-production-from-sugarcane-bagasse  
“Petrobras Technology 2011” – Petrobras website 
http://www.petrobras.com.br/downloads/energy-and-technology/petrobras-technology-2011.pdf  
23 Robert O. Keohane and Joseph S. Nye, Power and Interdependence (New York: Wesley Longman, 
2001): xii-xiii. 

http://www.cfr.org/renewable-energy/biofuels-americas/p13550
http://www.iadb.org/intal/intalcdi/PE/2008/01212.pdf
http://fpgroup.foreignpolicy.com/people/david-rothkopf/
http://www.brasil.gov.br/economia-e-emprego/2010/08/petrobras-e-kl-energy-assinam-parceria-para-producao-de-etanol-celulosico
http://www.brasil.gov.br/economia-e-emprego/2010/08/petrobras-e-kl-energy-assinam-parceria-para-producao-de-etanol-celulosico
http://advancedbiofuelsusa.info/petrobras-america-and-kl-energy-sign-joind-development-agreement-to-optimize-technology-for-cellulosic-ethanol-production-from-sugarcane-bagasse
http://advancedbiofuelsusa.info/petrobras-america-and-kl-energy-sign-joind-development-agreement-to-optimize-technology-for-cellulosic-ethanol-production-from-sugarcane-bagasse
http://www.petrobras.com.br/downloads/energy-and-technology/petrobras-technology-2011.pdf


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                            Chapter 1  
                                                                                                                            China’s Energy Policy  
                                                                                                                         and South-South Cooperation?   

 6 

interdependence in trade, where power goes to those who can afford to hold back or 
break trade ties.”24 It puts forward the argument that China –through skilful manipulation 
of the asymmetry– has succeeded in turning the potentially weak position of a 
commodity buyer and importer to its advantage, by framing relations with its providers 
into a “captive-supplier scheme” and exerting control over access to the Chinese 
domestic market. Both asymmetry and dependence are further deepened by the high 
concentration of Brazilian and Argentine export baskets and export destinations, which 
deepen their reliance on Chinese purchases.  

Empirically, the study examines two cases in which the PRC cleverly used the 
power derived from the asymmetrical and interdependent nature of its relations with these 
countries to impose embargoes to the dominant commodity that Brazil and Argentina 
export to it (soybeans), arguing that these measures benefited China but imposed heavy 
costs in the latter. The study seeks to contribute to the theory by putting forward the 
argument that dependence could be reduced or attenuated by arguing that the weaker 
countries could strengthen their bargaining position and gain leverage by the industrial 
use of its dominant export, soybeans –not only a foodstuff, but also the word’s most 
important energy crop –into an renewable energy resource (soybean-based biodiesel): the 
addition of Brazilian and Argentine biofuels to their traditional petroleum exports to the 
PRC would be beneficial to all three countries. Brazil and Argentina have enough 
productive capacity to export biodiesel without affecting China’s food security, while 
diversifying their export baskets and, being biodiesel –like petroleum– a more 
“exportable”, value-added product, and also increasing the number of their export 
destinations (diminishing their reliance on the Chinese market). In this regard, the present 
research departs from those conducted in the past –with the previous focus being on the 
role of these countries as suppliers of traditional hydrocarbon energy resources and other 
commodities to the PRC– and seeks to extend the current literature towards including the 
role that Brazilian and Argentine new sources of renewable energy can play in these 
countries’ relations with the PRC. As it will reappear in the Literature Review section of 
this chapter, a notable exception to the conspicuous absence of research in the 
aforementioned topic is the work by M. Fava Neves, who has several publications 
examining the positive role that Brazilian sugarcane-based ethanol can play in enhancing 
China’s energy security. A gap remains about the similar role that soybean-based 
biodiesel could play in this regard. This study seeks to contribute to fill this gap. 

In Chapter 3, this research highlights not only the phenomenal economic growth 
that the PRC has been experiencing ever since Deng’s reforms were implemented, but 
also the costs at which such an extraordinary economic takeoff has come. Deng’s “Four 
Modernizations” set the stage for China’s economic rise, which resulted, on the one hand, 
in China’s economy-centered rise, growing at such a remarkable pace that it has been 
defined as “a miracle”25 and as “seemingly inevitable.”26 On the other hand, in a truly 

                                                      

24 Keohane and Nye, Power and Interdependence, 9-10. 
25 Justin Yifu Lin, Fang Cai and Zhou Li, The China Miracle: Development Strategy and Economic Reform 
(Hong Kong: The Chinese University Press, 2003). 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                            Chapter 1  
                                                                                                                            China’s Energy Policy  
                                                                                                                         and South-South Cooperation?   

 7 

dramatic increase in Chinese energy demand and consumption –although still relatively 
lower than other countries. The central government of the PRC has become increasingly 
concerned about the considerable energy security challenges the country will be facing in 
coming decades. By securing its energy supply,27 the Chinese government would be able 
“to power the rapid growth of the economy”,28 one of its priorities, thus being able to 
retain political legitimacy and maintain social stability. The chapter further examines the 
complexity of China’s energy policy and actors’ interactions in the energy sector, seeking 
to analyze the apparent dichotomy between China being currently considered as the 
world’s largest energy producer 29  and, at the same time, a major energy importer, 
increasingly reliant on overseas energy resources. An interesting point emphasized by 
Andrews-Speed et al. is that, in spite of the PRC having abundant energy resources in 
terms of both fossil and renewable energy (with Chinese demand met largely by coal and 
hydropower, with wind and solar energy making also significant contributions), the main 
problem it faces is that its “shortfall is not caused by an absolute shortage of primary 
energy resources, but from a shortage of energy in the forms required.”30   

The chapter analyzes the evolution of the PRC’s petroleum policy and 
interactions between government and NOCs throughout the observed period, bearing in 
mind that China is especially dependent on oil, which –according to Anderson–is “the 
most important commodity traded worldwide” and, because of its essential importance in 
both economic and strategic terms, also “one of the most politically charged 
commodities.”31 Chinese oil demand for transportation and mobility exceeds domestic 
production. To make matters worse, China has a limited endowment of oil, as well as 
maturing, aging oil fields. These circumstances reveal some of the difficulties faced by 
the Chinese oil sector which –besides of the capital intensive nature of the industry, 
suffers the inexorable pressure imposed by increasingly higher costs, according to the law 

                                                                                                                                                              

26 Cheng-yi Lin, “The Rise of China and Taiwan’s Response: The Anti–Secession Law as a Case Study,” 
in Issues & Studies 43, no. 1 (2007), 167. 
27 The PRC’s “proactive foreign policy in… Latin America… serves the purpose of securing resources for 
China–whether they be energy or oil.” See Masako Ikegami, as quoted in Hsing-Huang Michael Hsiao and 
Cheng-yi Lin, “The rise of China,” in Rise of China: Beijing’s Strategies and Implications for the Asia-
Pacific, ed. H-H. M. Hsiao and C-y. Lin (Oxon, OX: Routledge, 2009), 5. See also Ch. 2 of the same 
volume: M. Ikegami, “China’s grand strategy of ‘peaceful rise’: a prelude to a new Cold War?” 
28 In this regard, it has been noted that “maintaining a reliable and secure energy supply to power China’s 
economic boom is one of the Chinese Government’s top priorities. With oil imports surging, private car use 
soaring and the costs of environmental pollution mounting, a domestic biofuels industry seemed an 
attractive option for Beijing.” See “Biofuels –At What Cost? Government Support for Ethanol and 
Biodiesel in China,” report prepared by the Global Subsidies Initiative of the International Institute for 
Sustainable Development (November 2008), 1-2.  
29 “2012 White Paper on Energy Policy”–State Council Information Office of the People’s Republic of 
China –《中国的能源政策(2012)》白皮书 (October 2012), 17. 
http://www.scio.gov.cn/zxbd/wz/201210/t1233774.htm                   
http://www.gov.cn/english/official/2012-10/24/content_2250497.htm   (accessed October 30, 2012). 
30 Andrews-Speed et al., The Strategic Implications of China’s Energy Needs, 11, 13. 
31 Ernest E. Smith and Owen L. Anderson. Materials on International Petroleum Transactions (Denver, 
CO: Rocky Mountain Mineral Law Foundation, 2010).  

http://www.scio.gov.cn/zxbd/wz/201210/t1233774.htm
http://www.gov.cn/english/official/2012-10/24/content_2250497.htm
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of diminishing returns. 32  China’s increasing dependence on imported petroleum is 
particularly worrisome: growing demand turned the PRC into the world’s second-largest 
oil consumer and net importer, in both cases only behind the United States, towards the 
end of the observed period 33, with a very high percentage (around 50%) of this oil 
coming from overseas. Moreover, Chinese ever-growing import dependence on imported 
petroleum is not only steadily growing but also doing it very rapidly.  

It is at this point that the government-NOCs interaction is examined at the light of 
the concepts of “multilayered diplomacy” (spearheaded by high level official visits, with 
“presidential diplomacy” at the top layer)34 and “petroleum diplomacy” (as part of the 
“energy ring” of China’s new diplomacy, together with “great power” and 
“neighbouring” diplomacy)35 and described by a number of scholars in the Literature 
Review section of this study becomes relevant. Succinctly put, China’s “petroleum 
diplomacy” is to be better understood as to the “intersection between the pursuit of one 
country’s petroleum interests and its diplomatic interests, with one morphing into the 
realm of the other,”36 which is fostered by visits from authorities and officials from 
multiple levels (the top layer being “presidential diplomacy” –official visits paid by 
presidents and vice presidents, high ranking official diplomats– the second level 
consisting of visits by “high-level officials from the central governmental agencies” –
from the main ministries and commissions –and the third layer is represented by officials 
from the NOCs and other SOEs).37  

Chapters 4 and 5 examine two major issues: the asymmetrical dependence of 
these countries vis-à-vis the PRC –examined in detail in Chapter 2, which analyzes the 
trade restrictions that China imposed to Brazil (in 2004) and to Argentina (in 2010)– and, 

                                                      

32 According to the “principle of diminishing marginal productivity” –also called the “law of diminishing 
returns”– if one input in the production process of a certain commodity is increased while all other inputs 
remain constant (i.e., they are held fixed), a point will eventually be reached at which additions of the input 
yield progressively smaller, or diminishing, increases in output. In the case of petroleum, maturing or aging 
oilfields will yield a progressively diminishing number of barrels, with new barrels being obtained at 
increasingly higher costs.  
“diminishing returns” – Encyclopædia Britannica 
http://www.britannica.com/EBchecked/topic/163723/diminishing-returns (accessed December 20, 2011). 
33 “Top World Oil Net Importers–2011” – U.S. Energy Information Administration (EIA)  
http://www.eia.gov/countries/index.cfm   
34 See Chung-chian Teng, “The New Direction of China’s Foreign Relations in Latin America Under the 
Hu Administration (Hu Jintao Dingdao Xiazhongzhi dui Latingmeizhou Waiwen Guanxi de Xinfangxiang)”, 
in Peace Forum Website – February 2005. 
http://wwww.peaceforum.org.tw/onweb.jsp?webno=3333333305&webitem_no=1152  (accessed April 18, 
2011).  
See Chung-chian Teng, “Democracy, Development and China Acquisition of Oil in the Third World,” in 
Dancing with the Dragon: China’s Emergence in the Developing World, ed. Dennis Hickey, Baogang Guo 
(Plymouth, UK: Lexington Books, 2010): 108. 
35  Yu Zhengliang, “Zhonggou Xinwaijian Zhouyi (China’s new Diplomacy)”, in Lishi Jiaoxue Wenti 
(History Teaching and Research) 5 (2004): 14-18.  
As cited in Kong, China's International Petroleum Policy, 118.   
36 Kong, China's International Petroleum Policy, 118.  
37 Teng, “Democracy, Development and China Acquisition of Oil in the Third World,” 107-108.  

http://www.britannica.com/EBchecked/topic/163723/diminishing-returns
http://www.eia.gov/countries/index.cfm
http://wwww.peaceforum.org.tw/onweb.jsp?webno=3333333305&webitem_no=1152
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in energy terms, the actors and policies that explain the different performance of both 
countries as energy suppliers to the PRC, highlighting the major developments on a 
yearly base.  The “game-changing” discoveries of enormous offshore oilfields in Brazil 
(in 2007 and 2010) are taken into special consideration. In spite of the fact that it exceeds 
the time frame of this study, the 2011 discovery of a gigantic shale formation in 
Argentina is succinctly examined in order to make the point that resources, by themselves, 
are not enough to perform well, nor to foster energy cooperation. Consistent and coherent 
policy is needed to turn them into reserves. Brazil fulfills this criteria, Argentina does not.  

Therefore, Chapter 4 describes the energy evolution experienced by Brazil 
throughout the observed period, which results in the country becoming an increasingly 
important oil supplier to the PRC. This study highlights that this can be mainly attributed 
to consistent and coherent Brazilian energy policy, which results –and is boosted by– the 
discovery of enormous offshore oilfields. Succinctly put, while in 2000 Brazil accounted 
only for 1% of China’s total petroleum imports, and having achieved energy self-
sufficiency in 2006 and discovered gigantic off-shore oilfields in 2007 and 2010, the 
country ended up in 2010 with the PRC –since 2009 its largest trading partner– becoming 
also Brazil’s main oil export destination (in both cases, surpassing the US) 38  and 
accounting for 13% of Chinese total petroleum imports (or US$ 4.1 billion, with a one 
billion difference over Venezuela’s oil exports to the PRC that year). The remarkable 
Brazilian performance as an energy exporter with the potential to become a top oil 
producer in the mid-term was, to a significant extent, based on the discovery of the Tupi 
and Libra fields (in 2007 and 2010, respectively), which can truly be considered as “game 
changers” in Sino-Brazilian relations. When Tupi was discovered, President Lula 
famously proclaimed that “God must be Brazilian”39 and defined the discovery as a 
“blessing” (“benção”) 40 , and energy analysts considered that it was “the Western 
Hemisphere's largest oil discovery in 30 years… [and] marked Brazil's official emergence 
as a nascent global oil power.”41 Only three years later, the find of Libra made it Brazil’s 
largest offshore oil discovery ever, surpassing Tupi.42 The chapter examines in detail the 

                                                      

38 Ana Cristina Alves, “Chinese Economic Statecraft: a Comparative Study of China’s Oil-backed Loans in 
Angola and Brazil”, in Journal of Current Chinese Affairs 42, No. 1 (2013): 114.  
39 Andrés Oppenheimer, “Brazil’s huge oil find will lead to new wealth… or a petro-populist giant”, The 
Miami Herald, November 26, 2007. 
http://www.miamiherald.com/news/columnists/andres_oppenheimer/story/319805.html  (accessed April 2, 
2010). 
40 As defined by President Lula while being interviewed in the “Café com o Presidente” weekly program, 
conducted on August 30, 2009. During it, President Lula referred to the “pre-salt” oilfields as being “an 
asset of the [Brazilian] Union, [part of the] wealth of the [Brazilian] people and the future of Brazil” (“Pré-
sal: patrimônio da União, riqueza do Povo e futuro do Brasil”) 
http://blog.planalto.gov.br/patrimonio-da-uniao-riqueza-do-povo-futuro-do-brasil/  
41  Jeff Fick, “Petrobras Pumps First Crude from Massive Tupi Field Offshore Brazil”, Dow Jones 
Newswires, May 1, 2009.  
http://www.rigzone.com/news/article.asp?a_id=75679#sthash.ywmLUz61.dpuf  
42 Jeff Fick, “Brazil’s Oil Field May Be the World’s Most Expensive to Develop”, The Wall Street Journal, 
August 8, 2013.  
http://blogs.wsj.com/moneybeat/2013/08/08/brazils-oil-field-may-be-the-worlds-most-expensive-to-
develop/ (accessed August 9, 2013).  

http://www.miamiherald.com/news/columnists/andres_oppenheimer/story/319805.html
http://blog.planalto.gov.br/patrimonio-da-uniao-riqueza-do-povo-futuro-do-brasil/
http://www.rigzone.com/news/article.asp?a_id=75679#sthash.ywmLUz61.dpuf
http://blogs.wsj.com/moneybeat/2013/08/08/brazils-oil-field-may-be-the-worlds-most-expensive-to-develop/
http://blogs.wsj.com/moneybeat/2013/08/08/brazils-oil-field-may-be-the-worlds-most-expensive-to-develop/
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intensification of visits and exchanges following these findings, as well as the alliances, 
oil-backed loans and other energy agreements signed between the governments and 
NOCs of these countries. It also explores the role that biofuels could play in Sino-
Brazilian energy relations, given that Brazil is a worldwide leading producer of ethanol. 

Sino-Argentine energy relations are examined in Chapter 5. This country started 
the observed period at a level comparable to that of Brazil –accounting for 1% of Chinese 
total oil imports in 2001– and finished it with crude oil exports that represented 2.2% of 
China’s total imports. Despite their relative increase in terms of Argentina’s share in 
Chinese imports (which value increase from US$ 0.022 billion in 2000 to around US$ 0.9 
billion in 2006, the highest value recorded), the poor performance reflects the lack of a 
proper petroleum policy on the part of the Argentine government, as well as the fact that 
the country did not have a NOC that could act as counterpart of the Chinese oil 
companies, which had to deal with private oil companies such as Spain’s Repsol/YPF 
((雷普索爾石油公司 ), Argentina’s Bridas Corporation (布里达斯公司 ) and the 
Argentine British Joint Venture PAE (Pan American Energy LLC (PAE, 泛美能源 43). 
Although the country remained an oil exporter throughout the observed period –having 
even accounted for a record share of 5.5% of China’s total imports in 2006 (accounting 
for 40% of Argentine oil exports), its gradually diminishing production and exports, 
together with the lack of exploratory activity, resulted in the country’s loss of leverage. 
Eventually, Argentina was to lose its self-sufficiency in 2011, in a diametrically opposed 
situation to the case examined in the previous chapter. Paradoxically, it was the same 
year that the discovery of a gigantic shale oil and gas formation (Vaca Muerta – standing 
for Dead Cow, 死牛油田- the world’s third largest non-conventional reservoir) in the 
South of the country was announced. Thus, this chapter analyzes a variety of reasons that 
would suggest the Argentine government to embrace the Brazilian energy policy profile 
in order to increase its attractiveness for the exploitation of these fields by both national 
and foreign oil companies.  

The aforementioned discoveries have created attractive investment opportunities 
for Chinese NOCs in Brazil and Argentina, and in fact some NOCs have been in talks 
with the governments of these countries about their involvement in these projects or are 
part of the consortium of oil companies that will exploit them (CNOOC and CNPC, in the 
Libra field, and all three CNPC, CNOOC and Sinopec in the case of Argentina). 44 
Following sections of this chapter, as well as Chapters 3, 4 and 5, examine in detail the 
main visits paid by Chinese, Brazilian and Argentine officials throughout the observed 
period, as well as the oil-backed loans, MOUs, Joint Ventures and other agreements that 
have been established between them.   

                                                      

43 Translation by the author. For further details, please refer to: Pan American Energy (PAE)  
http://www.pan-energy.com/ (accessed July 2, 2012). 
44 “Los chinos, agazapados y a la espera de YPF” – La Nación – April 17, 2012.  
http://www.lanacion.com.ar/1465719-los-chinos-agazapados-y-a-la-espera-de-ypf (accessed April 18, 
2012). 

http://www.pan-energy.com/
http://www.lanacion.com.ar/1465719-los-chinos-agazapados-y-a-la-espera-de-ypf
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It is noteworthy that, while all three Chinese NOCs were present in Argentina 
throughout the observed period –CNPC, CNOOC and Sinopec, in this order– only two of 
them had presence in Brazil between 2000 and 2010 –i.e., Sinopec and CNPC. The third 
NOC, CNOOC, would only enter the Brazilian energy sector after the observed period –
as a matter of fact, in October 2013.   

Chapter 6 examines the reactions that China’s increasing involvement in Brazil 
and Argentina, and in Latin America in general, has provoked in the US. It distinguishes 
between, first, Chinese interest in energy resources in Brazil and Argentina and, second, 
between energy and trade at a regional level.  

The attention that the US has paid to the implications of Chinese “multilayered 
diplomacy” in increased interaction between Latin America and Chinese government 
officials and NOCs is in line with the recently made observation that China’s growing 
importance in the international energy market and the global environmental system 
require that the world pay close attention to the behaviour of the PRC, since energy issues 
have clearly taken a higher priority in Chinese foreign policy.45 In this regard, the study 
argues that, in terms of energy, the US can be said to have been tolerant of increased 
Chinese presence in these countries, given that they are not among its most significant 
petroleum suppliers, with the caveat that this situation might change in the future, as the 
new offshore and shale discoveries made in Brazil and Argentina make them increasingly 
attractive energy sources. In addition to that, and considering that Brazil is the main 
supplier of ethanol to the US, future Brazilian exports of this biofuel to China might 
cause some friction.  

Throughout the observed period, however, and in the broader context of Sino-
Latin American relations that the US has found reasons to be justifiably concerned about 
China: the first would be Sino-Venezuelan relations, given the importance that this 
country has in terms of proven oil reserves, consistently ranking among the US top-three 
or top-five suppliers –exporting around ¾ of its crude to the American market, behind 
Canada and alternating positions with Mexico and Saudi Arabia, and ahead of Nigeria– 
and in spite of the cautious, prudent approach that the PRC has adopted towards the 
region in general and towards Venezuela in particular. The chapter notes that Venezuela 
is more dependent on the US –in particular, on American purchases of its oil– rather than 
vice versa. The Chinese government ha been remarkable careful in dealing with the 
efforts of its Venezuelan counterpart –based on resource nationalism– to strengthen 
relations with the PRC –President Chávez visited China 6 times, although these visits 
were never reciprocated by a Chinese president but by other high-ranking officials– in 
order to diversify its oil exports and reduce its dependence on the US market.  

In addition to the diversified oil sources of the US, it also notes that increasing US 
domestic energy production (due to the shale energy revolution that has been taking place 
in recent years) might have contributed to ease concerns about that the possible diversion 
of Latin American petroleum flows away from the US and to China. Furthermore, the 
study highlights that, when American interests have been directly involved or affected, 
the US has perceived Chinese presence as disturbing and reacted in unexpected ways. For 
                                                      

45  “China’s Worldwide Quest for Energy Security” – International Energy Agency & OECD (2010) 
http://www.oecdchina.org/OECDpdf/china2000.pdf (accessed May 8, 2012). 

http://www.oecdchina.org/OECDpdf/china2000.pdf
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instance, in the 2005 UNOCAL case, its reaction was considered as “irrational” by 
specialists.46 This kind or irrationality has been considered to as a potential barrier for 
China’s acquisition of equity oil investments in Latin America. Lastly, another source of 
concern for the US is in terms of regional trade competition, based on the fact that China 
has displaced it as top-trading partner of most Latin American countries –indeed, the case 
of Brazil and Argentina– plus the fact that the PRC offers an attractive alternative of 
development model. In this context, the 2006 Sino-American dialogue on Latin America 
becomes a very important instance of dialogue and possible coordination for the two 
most important players in the global stage.    
 

The last chapter of this dissertation, Chapter 7, contains the research findings and 
conclusions, which seek to contribute to the advancement of the understanding of the 
politico-economic undercurrents influencing Sino-Brazilian and Sino-Argentine energy 
relations. The most striking difference is the consistency and coherence of Brazilian 
energy policy when compared with that of the successive Argentine governments. Brazil 
has been considerably more successful in attracting Chinese investments, with the 
governments and NOCs of both countries having been able to reach numerous 
agreements of energy cooperation. Brazilian energy policy and regulatory framework, 
combined with the country’s rich energy endowment, explains this success. Argentina 
suffered from erratic and misguided energy policies and regulations (which included 
control on energy prices, export tariffs and subsidies for consumers), which have proved 
to be counterproductive for its economy and for Sino-Argentine relations, resulting in 
declining oil production and exports and the country’s relative weight as an energy 
supplier to China has been reduced.  Data is consistent in this regard: Sino-Brazilian 
relations have evolved in a more positive way than Sino-Argentine ones. 

The analysis of these relations does not constitute, by any means, an attempt to 
generalize from these two cases to all of Sino-Latin American relations. However, it 
could be argued that the analysis of these cases has offered some innovative insights into 
the politics of asymmetrical interdependence in the role that the two countries play in 
their petroleum and biofuels exchanges with China.  
 

1.1.2. Context: South-South Cooperation and Sino-Latin American Relations  

As mentioned in the previous section, this dissertation examines the implications 
that Chinese economic growth between has had for the PRC’s energy policy and security 
between 2000 and 2010, and the role that Brazil and Argentina have played as suppliers 
of energy resources throughout that period.  

The PRC has consistently considered Sino-Brazilian and Sino-Argentine relations 
as long-term “strategic partnerships” between developing countries –defining itself as 
“the largest developing country in the world”– 47  established within a South-South 

                                                      

46 Teng, “Democracy, Development and China Acquisition of Oil in the Third World,” 106. 
47 “China’s Policy White Paper on Latin America and the Caribbean” – Ministry of Foreign Affairs of the 
People’s Republic of China – November 5, 2008.                                                                               
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Cooperation (SSC, 南-南合作) framework based on equality and aimed at creating a 
mutually beneficial, “win-win or non-zero sum cooperation in nature.” 48  The PRC 
argument, however, has been called into question by a significant number of Latin 
American authors, who note that the remarkable disparities among them and the 
composition of trade exchanges between these and other Latin American countries 
resemble more a North-South pattern of trade –in which Chinese exports to Latin 
America are manufactured products, while Chinese imports from Latin America consist 
largely of raw materials and natural resources.49 The Literature Review section of this 
chapter examines the South-South/North-South debate noting that, while Chinese NOCs 
have been considered to adopt a “mercantilist” or “neo-mercantilist approach” –with 
voices questioning the point in changing American hegemony for the Chinese version of 
it– Chinese trade and investment in the region “cannot escape the stigma of a neocolonial 
pattern, especially given China’s very narrow commodity needs.”50 This study argues 
that these diverging opinions, which are examined in further detail in, need to be 
analyzed by taking the different dimensions of SSC (itself a “broad framework for 
collaboration”, as noted below) into special consideration. These dimensions include, but 
are not limited to, trade, investment, regional integration, technology transfers, sharing of 
expertise– as well as the various domains in which interactions among countries take 
place –such as political, economic, environmental, social, cultural, among others.  

In order to illustrate the different dimensions of cooperation among these 
countries (which alternate between its South-South and North-South versions), and to 
have a better understanding of their relations, it would be convenient to frame them 
within the conceptual and historical context in which SSC was developed, with special 
attention paid to the major events that took place in relations among these countries in 
four key years: 1990 (the historical 1st State visit to Latin America ever by a Chinese 
president –Yang Shangkun [杨尚昆, or 楊尚昆]), the year 1993 (when the PRC became a 
net oil importer, the “Go Out” strategy began and the Sino-Brazilian Strategic Partnership 
was established when President Jiang Zemin [江澤民 ] visited President Franco [佛朗

哥]), the year 2004 (when China become the 2nd largest oil consuming country in the 

                                                                                                                                                              

http://www.fmprc.gov.cn/chn//pds/ziliao/tytj/zcwj/t521016.htm                          
http://english.gov.cn/official/2008-11/05/content_1140347.htm 
48 Chung-chian Teng, “Hu Jintao dingdao xiazhongzhi dui latingmeizhou waiwen guanxi de xinfangxiang 
(胡錦濤領導下中共對拉丁美洲外交關係的新方向-The New Direction of China’s Foreign Relations in 
Latin America Under Hu Administration) Peace Forum Website (February 2005): 1. 
http://wwww.peaceforum.org.tw/onweb.jsp?webno=3333333305&webitem_no=1152 (accessed January 17, 
2010).  
49 Chinese exports to Latin America consist of manufactured products such as machinery (tractors, engines, 
hydroelectric generators, machine tools, ships) and electronics (computers, TV sets, refrigerators and other 
household devices) as well as textiles, clothing, medical and light industrial products. On the other hand, 
Chinese imports from the region consist largely of raw materials and natural resources –such as soybeans, 
petroleum, iron and copper ore, sugar, steel, fish meals, and wool, among others.  
50 Lanxin Xiang, “An alternative Chinese View”, in China’s Expansion into the Western Hemisphere: 
implications for Latin America and the United States, ed. Riordan Roett and Guadalupe Paz (Washington, 
DC: Brookings Institution Press, 2008): 54, 44-58.  
 

http://www.fmprc.gov.cn/chn/pds/ziliao/tytj/zcwj/t521016.htm
http://english.gov.cn/official/2008-11/05/content_1140347.htm
http://wwww.peaceforum.org.tw/onweb.jsp?webno=3333333305&webitem_no=1152
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world, State visits reached a record number –4 in total, by Presidents Lula [盧拉 ] and 
Kirchner [基什内爾 ) and Hu Jintao [胡锦涛, or 胡錦濤]– China imposed an embargo 
Brazil to and had its “market economy-status” recognized, a “Strategic Cooperation 
Agreement” between the NOCs Sinopec and Petrobras was established) and, lastly, the 
year 2010 (President Hu’s 2nd visit to Brazil and the postponed-and-rescheduled 1st State 
visit to the PRC by Argentine President Fernández de Kirchner [費南德茲-基什內爾] 
amid a Chinese embargo imposed to Argentina, the Sinopec-Repsol deal in Brazil and the 
largest offshore discovery in Brazil’s history– the gigantic, “game-changing” Libra 
oilfield).   

 This research emphasizes that, as aforementioned, SSC provides only a 
framework, given that differences between them can be indeed to be considered to be 
greater than their similarities, depending on the cases being examined. In this regard, the 
PRC policy has consistently consisted of the continuous downplaying of the status that 
being the world’s second largest economy gives it, protecting its own “rising” power 
status while being fully aware of the detrimental effects that a “China threat” perception 
would have. Before proceeding further, it is worth noting that Chinese rhetoric had 
insisted in the need to consider the PRC as a “developing” country, a Third World nation 
that had suffered colonial rule and intervention, highlighting the role it can play –as the 
only developing country among the permanent members of the UN Security Council 
(although Russia could also be considered as such)– in protecting the rights and interests 
of other, fellow developing countries and contributing to world peaceful development and 
safety. According to the UN Office for South-South Cooperation:  

“South-South cooperation is a broad framework for collaboration among 
countries of the South in the political, economic, social, cultural, 
environmental and technical domains. Involving two or more developing 
countries, it can take place on a bilateral, regional, sub-regional or 
interregional basis. Developing countries share knowledge, skills, expertise 
and resources to meet their development goals through concerted efforts. 
Recent developments in South-South cooperation have taken the form of 
increased volume of South-South trade, South-South flows of foreign direct 
investment, movements towards regional integration, technology transfers, 
sharing of solutions and experts, and other forms of exchanges.”51 

 
It is worth noting that the 2003 Marrakech Declaration on South-South 

Cooperation refers to South-South cooperation as “not an option but an imperative to 
complement North-South cooperation in order to contribute to the achievement of the 
internationally agreed development goals.” 52 The Declaration notes that North-South 
cooperation is “fundamental” for the development of developing countries, which can 
“expect solidarity, understanding, cooperation and real partnership from the North” while 
                                                      

51  “About South-South Cooperation” – United Nations Office for South-South Cooperation 
http://ssc.undp.org/content/ssc/about/what_is_ssc.html (accessed January 10, 2010).  
52Marrakech Declaration on South-South Cooperation – Articles 1, 2, 21. 
 http://www.g77.org/marrakech/Marrakech-Declaration.htm (accessed January 15, 2010).  

http://ssc.undp.org/content/ssc/about/what_is_ssc.html
http://www.g77.org/marrakech/Marrakech-Declaration.htm
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acknowledging that “development remains [the Southern countries’] primary 
responsibility.” In Article 2, the Declaration reaffirms the “commitment to South-South 
cooperation” in order to further strengthen it in areas such as information and 
communication technology, energy, trade and investment, among others.  

This section provides a basic historical review of main developments in South-
South Cooperation before the beginning of the time period examined in this study (2000-
2010) and offers some examples of SSC between China, Brazil and Argentina, noting 
that the first two areas mentioned in the previous paragraph are well reflected on the 
Sino-Brazilian Joint Program on Satellite Production (“South-South Cooperation in High 
Technology”) and the Petrobras-Sinopec Strategic Cooperation Agreement (“South-
South NOCs Cooperation in Energy”). These programs are examples of how Sino-
Brazilian cooperation has been more successful than that between the PRC and Argentina.  

Historical Context and Chronology 
It is worth noting that it was in the post-World War II period that the concept of 

cooperation in a South-South framework started to be developed, in an attempt to 
attenuate –and counter, when possible– the detrimental implications that an international 
system dominated by developed, industrialized countries presented to them. In this regard, 
it is worth noting that in 1949 the German economist H. Singer and the Argentine 
economist R. Prebisch published their conclusions –remarkably similar, but having been 
reached independently from one another in spite of the fact that both worked at the UN– 
on the deterioration of the terms of trade for countries that produce primary products, 
known later as the Singer–Prebisch thesis on “dependencia theory” (依賴理論 ). 
Succinctly put, Prebisch’ argument – the English version The Economic Development of 
Latin America and its Principal Problems 53  was to be published in 1950– is that, 
underdeveloped countries should not enter a trade-and-export model with developed 
nations, but rather pursue an import-substitution industrialization (ISI) strategy. Indeed, it 
was considered that trade and commerce reflected the predominance of the developed 
nations and their colonialist attempts to gain and secure access to raw materials and 
natural resources for their industries, which caused the reaction of the weaker nations by 
seeking ways to decrease their dependence on both trade with them and on their aid 
programs, while taking into consideration their different stages of economic development 
and industrialization.  

The 1955 Bandung Conference (萬隆會議) between Asian and African countries 
was one of the bases of the Non-Aligned Movement (NAM, 不結盟運動 ), which 
emerged in 1961 as an attempt of these countries to rely upon fellow underdeveloped 
countries for cooperation and technical-economic collaborations in their struggle with 
poverty and under-development–despite their lack of both financial resources and 
advanced technology, deciding to adopt collective self-reliance as a strategy rather than 
relying on either the Soviet nor the Western bloc, which had shown remarkable lack of 
interest and concern for them. Xu has noted that until the 1960s, “for Chinese policy, 
                                                      

53  R. Prebisch, The Economic Development of Latin America and its Principal Problems (Santiago: 
Economic Commission for Latin America –ECLAC, 1950) 
http://archivo.cepal.org/pdfs/cdPrebisch/002.pdf  

http://archivo.cepal.org/pdfs/cdPrebisch/002.pdf
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Latin American nations have ranked a distant third in priority, after those in Asia and 
Africa –and relations with all Third World countries have been of lower priority than 
relations with the industrial world.”54 It has also been pointed out that “even though 
China frequently proclaimed its common identity with other developing countries, it 
steadfastly refused to join such Third World organizations as the Non-Aligned Movement, 
the Group of 77 in the United Nations, or OPEC, either during the Maoist era or 
subsequently.”55 Argentina, which had occasionally been in the NAM, abandoned it in 
1991, when it “completely changed its voting profile in international forums, adopting a 
clearly pro-Western policy”.56 Brazil has never formally been part of it, although it shares 
many of Movement’s aims and Brazilian observers frequently participate of its 
summits. 57 Thus, at present, all three countries –China, Brazil and Argentina– have 
observer status in the NAM. 

A few years after the establishment of the movement, in 1964, the Group of 77 
(G-77, 七十七國集團)58 was formed during a UNCTAD meeting held in Geneva in June 
that year, with the aim of promoting equality in the international economic and social 
order, as well as to foster the interests of the developing world nations. Its aim was “to 
help developing countries to articulate and promote their collective interests, and to 
enhance their joint negotiating capacity in all major economic areas of the United Nations 
system.”59 All three countries examined in this study are involved on this group as well 
as in the chapter called the Group of 24 (G-24, 二十四國集團, the Intergovernmental 
Group of Twenty-Four Countries on International Monetary Affairs and Development), 
established in 1971 and of which, at present, Brazil and Argentina are members while 
China –which was especially invited in 1981– has observer status. The combined efforts 
of the NAM and the G-77 bore fruit with the adoption of the New International Economic 
Order (NIEO, 新國際經濟秩序) by UN resolution A/RES/S-6/3201 of May 1, 1974, to 
promote trade among countries of the South. That year, Mao’s theory of the “Three 
Worlds” (三个世界的理论, or 三個世界的理論) –distinguishing between, first, the two 
superpowers; then, the pro-capitalist developed countries and those aligned with the 
USSR, and, finally, the developing countries in Asia, Africa and Latin America– was 
developed.60  

The 1980s were a turbulent decade for the developing world, signed by political 
and economic crises for all three countries being examined. Indeed, they were to be 
                                                      

54 Feng  Xu, “China and Latin America after the Cold War’s End,” in  Latin America in a New World, ed. 
Abraham F. Lowenthal and Gregory F. Treverton (Boulder, CO: Westview Press, 1994): 150. 
55 Harry Harding, “China’s Co-operative Behaviour,” in Chinese Foreign Policy: Theory and Practice, ed. 
T.W. Robinson and D. Shambaugh (New York, NY: Oxford University Press, 1994), 394.   
56 Carlos Escudé, Foreign Policy Theory in Menem’s Argentina (Gainesville, FL: University Press of 
Florida, 1997): 4. 
57 “Non-Aligned Movement”                           
http://www.princeton.edu/~achaney/tmve/wiki100k/docs/Non-Aligned_Movement.html  
58 The Group of 77 at the United Nations                                                                                  
http://www.g77.org/  
59 “WTO Institute for Training and Technical Cooperation” 
https://etraining.wto.org/Course/glossary.asp?lang=1&name=ghi  
60  Henrique Altemani de Oliveira, Brasil e China: Cooperação Sul-Sul e parceria estratégica (Belo 
Horizonte: Fino Traço Editora, 2012), 72.  

http://www.princeton.edu/~achaney/tmve/wiki100k/docs/Non-Aligned_Movement.html
http://www.g77.org/
https://etraining.wto.org/Course/glossary.asp?lang=1&name=ghi
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referred to as Latin America’s “lost decade”. The PRC was undergoing major changes as 
a consequence of the economic reforms that Deng had introduced in the late 1970s, and –
focused as it was in domestic affairs– busy as it was trying to continue experiencing 
robust and steady economic growth, it did not pay any attention to Latin America, which 
remained irrelevant. In the case of both Argentina and Brazil, their priorities were also 
domestic: it was at this time when their military governments stepped down –in 1983 in 
Argentina, and in Brazil in 1985– and democracy was regained. Presidential elections 
were held and R. Alfonsín (阿方辛) and T. de Almeida Neves (內維斯) were elected 
presidents (although Neves did not take office, being replaced by Vice-president J. 
Sarney [薩爾內] as acting president until Neves passed away on April 1985). Democracy 
boosted the Brazilian-Argentina rapprochement –the idea of “partnership” replaced the 
old concepts of “competition” and “rivalry”– and both countries intensified their relations 
with the US, Europe and other Latin American countries, such as Chile. It was also in 
1983 that the PRC established contacts with the UN Economic Commission for Latin 
America and the Caribbean (ECLAC/CEPAL), becoming an observer to the organization 
in 1984. Between 1986 and 1994, developed countries pushed their developing 
counterparts to commit themselves to liberalize their trade policy regimes, during the 
trade negotiations held under the Uruguay Round (烏拉圭回合 ) of the General 
Agreement of Tariffs and Trade (GATT, 關稅暨貿易總協定). 

South-South High Technology and Energy Cooperation 
In 1988, both presidents Alfonsín and Sarney visited the PRC. It was during 

Sarney’s visit that the first “Sino-Brazilian Agreement for Space Cooperation” was 
signed. By the end of the following decade, it would result in the successful launch of the 
first jointly-made Sino-Brazilian earth resources satellite. In this regard, it has been noted 
that “China and Brazil began joint research and development of earth resources satellites 
in the late 1980s and this was the origin of this particular kind of [the] cooperative 
development [that China has with major resources suppliers]” 61   

The Tiananmen incident of June 1989 and the end of the Cold War caused 
enormous changes in the international system and, by extension, to relations between 
these countries, with increased contacts and agreements. As regards Tiananmen, China’s 
isolation forced the Chinese government to renew the attention that it had until then paid 
to the developing world, making considerable efforts to foster a multilateral world order 
and South-South cooperation.  

This study argues that Chinese “Presidential Diplomacy” towards Latin America 
can be said to go back as far as 1990, when the first State visit to Latin America by a 
PRC President in history took place. In May that year, Chinese President Yang Shangkun 
(杨尚昆, or 楊尚昆) visited five Latin American countries –Brazil and Argentina among 
them (Mexico, Uruguay and Chile were also included in Yang’s itinerary). 62  The 
                                                      

61  Chung-chian Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy Towards Latin 
America”, in China and the Developing World: Beijing’s Strategy for the Twenty-First Century, ed. Joshua 
Eisenman, Eric Heginbotham and Derek Mitchell. Armonk, NY: M.E. Sharpe, 2007): 108. 
62  “China’s President to Visit Five Latin American Countries” – Associated Press – April 12, 1990. 
http://www.apnewsarchive.com/1990/China-s-President-To-Visit-Five-Latin-American-Countries/id-
581fe8019aa43be82e8d8e2c5461cac9 (accessed January 6, 2010).  

http://www.apnewsarchive.com/1990/China-s-President-To-Visit-Five-Latin-American-Countries/id-581fe8019aa43be82e8d8e2c5461cac9
http://www.apnewsarchive.com/1990/China-s-President-To-Visit-Five-Latin-American-Countries/id-581fe8019aa43be82e8d8e2c5461cac9
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relevance and importance of this visit is that it constituted not only the first official trip of 
a PRC head of state to Latin America in history, but also the first trip abroad of such a 
key political figure after the Tiananmen crackdown of 1989. As a matter of fact, it has 
been pointed out that President Yang’s visit had been originally arranged for 1989, but it 
had to be postponed by the events that took place.  

It is certainly no coincidence that Latin America was being considered an 
appropriate destination for Chinese leaders at a time in which other more-significant parts 
of the world were not willing to be visited by a high-ranking official of the government 
that has ordered the crackdown. Indeed, “Deng supported the use of tanks and guns to 
end the 1989 pro-democracy demonstrations in Tiananmen Square, where hundreds of 
students and bystanders were believed to have been killed. That same year Deng gave up 
his chairmanship of the military commission, and his influence over China's ruling elite 
steadily declined through the 1990s”.63 Under these circumstances, Yang’s visit not only 
was seeking to “fill the diplomatic gap by stressing its Third world ties” 64 but also 
establishing the bases for further development of Sino-Latin American cooperative 
relations. The visit by Yang and the state of isolation in which the PRC was convinced 
Argentine President Menem (梅內姆, 1989-1999) that it was a convenient moment to 
attempt to increase trade flows between the two countries and overcome the deep 
economic crisis that Argentina was undergoing, by making the PRC a potential export 
destination market. Thus, he travelled to China in November 1990, in what as –arguably– 
been considered as the first state visit by a Western president to the PRC after the 
crackdown of Tiananmen Square (天安門廣場).   

From a Latin American perspective, China –in spite of the political turbulence 
caused by the Tiananmen crisis– was continuing to experience robust and steady 
economic growth, while both Brazil and Argentina were slowly emerging from the so-
called “lost decade” of the 1980s –with annual inflation rates of up to 3000% or even 
5000% (widely referred to as the “hyper”, standing for hyper-inflation–惡性通貨膨脹 ), 
that led them to implement the “Washington Consensus” neoliberal policies throughout 
the 1990s, undergoing profound internal adjustment and suffering the consequences of 
numerous external shocks. S. Fisher referred to these shocks as having been “the storms 
of 1994-1999”65: a series of setbacks that Latin American countries suffered throughout 
the 1990s which include the 1994 Mexican crisis (commonly regarded in Latin America 
as the “tequila” effect –龍舌蘭酒的結果 ), the 1997 Asian financial crisis and the 1998 

                                                                                                                                                              

 
63  “Inside China: Profiles: Reformer with an Iron Fist: Deng Xiaoping (1904-1997)”- CNN 
http://www.cnn.com/SPECIALS/1999/china.50/inside.china/profiles/deng.xiaoping/ (accessed June 22, 
2008) 
64 “China’s President to Visit Five Latin American Countries” – Associated Press – April 12, 1990. 
http://www.apnewsarchive.com/1990/China-s-President-To-Visit-Five-Latin-American-Countries/id-
581fe8019aa43be82e8d8e2c5461cac9  
65 Please refer to the “Latin America 20000” talk given by IMF First Deputy Managing Director Stanley 
Fisher at the 5th Latin American and Caribbean Economic Association (LACEA) Annual Conference held 
in Rio de Janeiro, October 12, 2000. 
http://www.imf.org/external/np/speeches/2000/101200.htm (accessed August 2, 2009).  

http://www.cnn.com/SPECIALS/1999/china.50/inside.china/profiles/deng.xiaoping/
http://www.apnewsarchive.com/1990/China-s-President-To-Visit-Five-Latin-American-Countries/id-581fe8019aa43be82e8d8e2c5461cac9
http://www.apnewsarchive.com/1990/China-s-President-To-Visit-Five-Latin-American-Countries/id-581fe8019aa43be82e8d8e2c5461cac9
http://www.imf.org/external/np/speeches/2000/101200.htm
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Russian crisis and, in particular, the significant effects of Brazil’s serious currency 
devaluation of January 1999 (the “caipirinha” effect–卡普里酒的結果 ).66  

The 1990s were characterized by the neoliberal measures –currency reform, trade 
liberalization and privatization– adopted during the tenures of Menem (1989-1999) and, 
in Brazil, Presidents Collor de Mello (德梅洛, 1990-1992), Franco (佛朗哥, 1992-1995, 
who had been Mello’s Vice President) and F.H. Cardoso (卡多佐, 1995-2003, but who 
had been serving in Franco’s cabinet since 1992, as Foreign Minister and as Finance 
Minister later, before becoming president). Among other features, their administrations 
were characterized by currency reform (in Argentina, from “austral” –奧斯特拉爾 – to 
“peso” –新比索, and in Brazil from “cruzeiro” –高士路– to “real” –雷亞爾– through the 
fixing of the exchange rate of national currencies, i.e., first, the “crawling peg” to the US 
dollar (which, in Argentina, known as the “convertibility law”), then the “adjustable 
band” and, lastly, and independently floating regime.67 These presidents adopted and 
implemented neoliberal policies and privatized a considerable number of state-owned 
enterprises –including Argentina’s oil flagship company, YPF (Yacimientos Petrolíferos 
Fiscales, or Treasury Petroleum Fields, or阿根廷財政部油田公司) between 1992 and 
June 1993, by selling a 45% share of the company to private holders. Since then, 
Argentina would not have a NOC. In 2010, in Brazil, a former CEO of Petrobras revealed 
Cardoso’s plans to partially privatize the NOC and sparked heated debate.68  

Given the priority that both Menem and Cardoso gave to neo-liberalism, as 
reflected in their alignment and good relations with the US, North-South Cooperation 
ranked high in their agendas. Neither of them was particularly worried about 
strengthening relations with the developing countries, with SSC being paid little, if any, 
attention. The PRC did give attention to SSC and, in March 1991, China and the G-77 
issued their first “Joint Position” paper in the preparatory meeting held ahead of the UN 
Conference of Environment and Development (UNCED, 聯合國環境與發展會議 ) 
which would take place in Brazil in June 1992 and become known as the Rio Summit (or 
Earth Summit, 地球高峰會 ). The Summit would set the bases for the UN Framework 
                                                      

66 In the mid-1990s, Brazilian finances were in deep trouble, and in early 1996 it was widely believed in 
neighboring Argentina that a potential Brazilian crisis –the so-called “efeito caipirinha” (卡普里酒的結

果)– was, according to Keohane and Nye, the “biggest threat faced by the Argentine economy” , which 
consequences could affect Argentina in up to an estimated US$ 10 billion (much worse than the Mexican 
“tequila effect” [龍舌蘭酒的結果]  of 1994). See Keohane and Nye, Power and Interdependence, 251.     
See also “Brazil on the slide” – The Economist – January 14, 1999. 
http://www.economist.com/node/182566                                                                                                         
M. Evangelist and V. Sathe, “Brazil’s 1998-1999 Currency Crisis”, Working Paper, University of 
Michigan (2006): 1-9. 
http://www-personal.umich.edu/~kathrynd/Brazil.w06.pdf    
67 See “Historial Exchange Rate Regime of Asian Countries”– The Chinese University of Hong Kong. 
http://intl.econ.cuhk.edu.hk/exchange_rate_regime/index.php?cid=18  
68 “Presidente da Petrobras diz que governo FHC queria preparar estatal para privatizá-la” – Folha de São 
Paulo – October 13, 2010.                                                                     
http://www1.folha.uol.com.br/poder/814193-presidente-da-petrobras-diz-que-governo-fhc-queria-preparar-
estatal-para-privatiza-la.shtml (accessed July 2, 2010).   

http://www.economist.com/node/182566
http://www-personal.umich.edu/~kathrynd/Brazil.w06.pdf
http://intl.econ.cuhk.edu.hk/exchange_rate_regime/index.php?cid=18
http://www1.folha.uol.com.br/poder/814193-presidente-da-petrobras-diz-que-governo-fhc-queria-preparar-estatal-para-privatiza-la.shtml
http://www1.folha.uol.com.br/poder/814193-presidente-da-petrobras-diz-que-governo-fhc-queria-preparar-estatal-para-privatiza-la.shtml


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                            Chapter 1  
                                                                                                                            China’s Energy Policy  
                                                                                                                         and South-South Cooperation?   

 20 

Convention on Climate Change (UNFCCC, 聯合國氣候變化框架公約 ) and, eventually, 
for the Kyoto Protocol (京都議定書 ). Having started with environment and development, 
cooperation between China and the G-77 expanded to the economic and social aspects of 
development and eventually included issues related to UN budget and financing.  

With their North-South cooperation-oriented policies, both Menem and Cardoso 
succeeded in attracting remarkably large amounts of foreign investments into their 
countries. Cardoso –having been elected in October 1994– took office on January 1st, 
1995 and, in May, Menem was re-elected to a second term in office (he had been elected 
president in May 1989), and in October that year he paid his 2nd State visit to the PRC. 
Like Menem, Cardoso was to be re-elected in 1998, thus staying in office until 2003 
(when he was succeeded by Lula da Silva –盧拉, 2003-2011). In December, Cardoso 
paid his first and only State visit to China, in what would be the last visit by a Brazilian 
president for over 8 years, until Lula’s first visit on May 2004. In total, Lula would visit 
the PRC three times (also in 2008 and in 2009)–accounting for all the presidential visits 
from Brazil in the observed period.  

In November 1993, and in what has been considered by the PRC as “a concrete 
expression of South-South cooperation in high technology” and “a milestone in Sino-
Brazilian relations” 69, a strategic partnership was established between China and Brazil 
in November 1993, when Chinese president Jiang Zemin (江澤民 ) travelled to Latin 
America and visited Brazilian President Franco. However, Jiang did not visit Argentina 
and, instead, sent the PRC Foreign Minister Qian Qichen (钱其琛, or 錢其琛) –who was 
also occupying the position of State Councillor– to visit the country.70 The Chinese and 
Brazilian presidents agreed to establish “a long-term and stable strategic partnership 
based on mutual benefit”71 at a time when China was growing at record-breaking rates, 
benefiting from the success of Deng’s economic reforms. In this regard, it has been 
pointed out that “one profound consequence of China’s reform and opening up is that the 
Communist ideology has lost its appeal” 72 and it had been replaced by the ability to 
provide economic growth.  

In terms of energy cooperation, it is important to highlight that the early 1990s 
saw rising oil prices due to the events in the Persian Gulf – with the barrel peaking at 
US$ 36 in October 1990. The year 1993 –as aforementioned, is one of the critical 
junctures examined in this chapter: it was then that China became a net oil importer and, 
as a consequence, the “Go Out” strategy started to be implemented (although it would 
only be officially adopted as the PRC’s “overarching national strategy” in October 

                                                      

69 “China maintains with Brazil long-term and stable strategic partnership based on mutual benefit” – 
Ministry of Foreign Affairs of the People’s Republic of China – November 17, 2000. 
http://www.fmprc.gov.cn/eng/ziliao/3602/3604/t18025.htm (accessed July 2, 2010).   
70  “Bilateral Relations”- Ministry of Foreign Affairs of the People’s Republic of China. 
http://www.fmprc.gov.cn/eng/wjb/zzjg/ldmzs/gjlb/3453/default.htm (accessed April 23, 2008) 
71 “China maintains with Brazil long-term and stable strategic partnership based on mutual benefit” – 
Ministry of Foreign Affairs of the People’s Republic of China – November 17, 2000. 
http://www.fmprc.gov.cn/eng/ziliao/3602/3604/t18025.htm (accessed July 2, 2010).   
72 Kong, China’ International Petroleum Policy, 141. 

http://www.fmprc.gov.cn/eng/ziliao/3602/3604/t18025.htm
http://www.fmprc.gov.cn/eng/wjb/zzjg/ldmzs/gjlb/3453/default.htm
http://www.fmprc.gov.cn/eng/ziliao/3602/3604/t18025.htm
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2000).73 Indeed, “with rising economic development, the importance of oil has pushed 
China to adopt an aggressive policy to acquire energy and other natural resources in the 
developing countries, particularly in Africa, Central Asia and Latin America.”74 It was 
then that CNPC acquired its 1st Latin American oilfield, the Talara field (塔拉拉油田) in 
Perú. Since then, China’s approach to Latin America has been having profound but 
uneven effects in the area. Only a few years later, South America was listed as a 
“strategic region for oil exploration and development” in China’s 10th Five-Year Plan 
(2001-2005).75 

The “Go Out” strategy, examined in further detail in Chapter 3, had been 
preceded by the “two markets, two resources” strategy and responded to China’s need to 
secure resources to fuel its economy, resources that –in many cases, needed to be 
imported from abroad, and was based on the diversification of supplies and protection 
against supply disruptions. These first steps of the late-comers Chinese NOCs (or, 
according to some scholars, new-comers) in developing countries, located in remote and 
often dangerous regions, presented several risks and difficulties for both the NOCs and 
the Chinese government. According to Kong, there were three main challenges: the 
affordability, accessibility and transportation security of the oil that China would obtain 
overseas. In other words, this author argues that it still remained to be seen whether 
Chinese governments and its NOCs could afford enough foreign oil, secure sufficient 
foreign supplies and bring those supplies back to the PRC safely.  Thus, the author notes 
that the extent to which energy policy (petroleum policy) enhances, or not, China’s 
energy security, provides a good indicator of the capacity of the Chinese state “to address 
complex policy problems”, as well as an “indicator of China’s behavior as a global 
citizen”, because the policy is implemented beyond China’s borders.76  

The increasing involvement of Chinese NOCs in Latin America was characterized 
by the geo-political features that characterize this resource-rich region: in addition to its 
remoteness from China –which might be a similar problem for Chinese exchanges with 
Africa or even some Asian countries– Latin America’ geographical proximity to the US, 
within which sphere of influence is located –unlike Asia or Africa– presented a unique 
problem that the PRC needed to consider carefully. As examined in Chapter 6, the US 
pre-eminence in the Western Hemisphere remains undisputed in many aspects, but there 
are recent signs that it might be challenged by the rise of emerging economies – in this 
case, not only China, but also Brazil– and by a number of other countries that have 
showed growing interest in reducing their dependence on the US and in pursuing an 
independent policy. In this regard, the cases of Venezuela and Argentina can be 
mentioned, while Ecuador, Cuba, Bolivia and other countries in Central America are also 
                                                      

73 “The Outline of the 10th 5-Year Plan of the PRC for National Economic and Social Development (國民

經濟和社會發展第十個五年計劃綱 , Guómín Jīngjì hé Shèhuì Fāzhǎn Dìshígè Wǔnián Jìhuà 
Gāngyào)” –State Development and Planning Commission of the People’s Republic of China 
http://www.ndrc.gov.cn/fzgh/ghwb/gjjh/WO20050614801665349340.PDF (accessed April 5, 2011).        
See also Kong, China's International Petroleum Policy, 46. 
74 Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy Towards Latin America”, 105. 
75 Ibid., 105. 
76 Kong, China’s International Petroleum Policy, 54. 

http://www.ndrc.gov.cn/fzgh/ghwb/gjjh/WO20050614801665349340.PDF
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aligned with Venezuela. In terms of trade, for instance, it is worthy to recall that China 
displaced the US as Brazil’s largest trading partner in 2009, and that the PRC has been 
Argentina’s second-largest trading partner since 2007, behind Brazil, as described in 
Chapters 3, 4 and 5.     

After this brief digression on the concurrent of the establishment of the Sino-
Brazilian strategic partnership and the implementation of the “Go Out” strategy in Latin 
America, it would be important to note that Chinese authorities highlighted the 
importance of the partnership in enhancing friendship and cooperation between the two 
countries and the “personal attention” that both presidents had paid to bilateral relations. 
Both governments acknowledged the importance of regular consultation and cooperation 
in international affairs to boost their bilateral relations and promote SSC, in order to 
contribute to the establishment of a more “just and equitable new international political 
and economic order, the upholding of world peace, stability and the enhancement of 
common prosperity and economic security of developing countries.” 77  The Sino-
Brazilian partnership was regarded as a model for South-South cooperation in high 
technology, and it extended the terms of space cooperation, which would result in the 
successful launch of the first Sino-Brazilian jointly-made earth resources satellite in 
October 1999. According to the China-Brazil MOU, “the latest earth resources satellite 
will be launched in late 2007 and both countries will continue to build more advanced 
ones in years to come.”78  

Also regarding the Sino-Brazilian strategic partnership, and in order to illustrate 
the different dimensions of cooperation and status between a “partner” and an “equal”–
which, by extension, apply to an even greater extent in Sino-Argentine relations, this 
study notes that Rubens Ricupero, the Brazilian former Secretary-General of UNCTAD 
(United Nations Conference on Trade and Development, 聯合國貿易和發展會議)79, 
from 1995 to 2004, clearly pointed out, in 2009, that “the fact that 97% of Chinese 
exports to Brazil are manufactured, while the bulk of our sales to China consists of 
soybeans and iron ore, features one of the purest examples of an asymmetrical 
relationship, what once used to be called North-South, or simply colonial”80 In his 
analysis of the asymmetrical nature of the China-Brazil relation, Ricupero noted China, in 
spite of the “strategic partnership” with Brazil, did “obviously for good reasons, not 
considered Brazil as an equal in strategic power and economic strength.”81  

                                                      

77 “China maintains with Brazil long-term and stable strategic partnership based on mutual benefit” – 
Ministry of Foreign Affairs of the People’s Republic of China – November 17, 2000. 
http://www.fmprc.gov.cn/eng/ziliao/3602/3604/t18025.htm (accessed July 2, 2010).   
78 Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy Towards Latin America”, 108. 
79 Interestingly, Article 21 of the Marrakech Declaration stresses “[the Southern countries] support to 
UNCTAD as the focal point within the United Nations for the integrated treatment of trade and 
development and the interrelated issues in the areas of finance, technology, investment and sustainable 
development.” 
80 Rubens Ricupero, “China-Brasil, relação assimétrica”, Folha de São Paulo, May 24, 2009. 
http://www1.folha.uol.com.br/fsp/dinheiro/fi2405200903.htm (accessed May 3, 2009).   
81 Ibid.    

http://www.fmprc.gov.cn/eng/ziliao/3602/3604/t18025.htm
http://www1.folha.uol.com.br/fsp/dinheiro/fi2405200903.htm
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An interesting point is made by a renowned Brazilian scholar, Altemani de 
Oliveira, who considers that Sino-Brazilian relations constitute a case of “selective and 
hierarchical South-South cooperation” among actors –which are “regional powers” or 
“rising powers” ad enjoy greater economic or political clout (“expressão”) vis-à-vis 
others.82   

Therefore, it is extremely important to distinguish the specific dimension in which 
a certain relation is being analyzed. While in certain areas –such as trade, in which 
“strategic power and economic strength” are evident– features of a North-South relation 
can be detected, in others spheres –such as energy cooperation, or technology transfer– a 
more balanced, South-South relation can be said to exist. The same logic would apply to 
issues, such as promotion of the reform of international institutions or climate change, in 
which there can be higher or lesser degrees of convergence or differences. This study 
points out that relations between China, Brazil and Argentina can be considered as being 
dual: they are simultaneously South-South in certain aspects, and North-South in others, 
due to the coexistence of areas of common interest and convergence with profound 
differences in economic strength. Indeed, the economic size ratio is clearly in China’s 
favour, if the results of cross-national analyses of economic indicators contained in Table 
XX (Check Number!) in Chapter 2 are taken into consideration. 

Different Dimensions of SSC in Sino-Latin American Relations 

It has been noted that, although it might not have been taken into much 
consideration at the time it was established, the 1993 Sino-Brazilian partnership would 
set the stage for further cooperation and influence many of the numerous events that were 
to take place in 2004, which can be considered as another critical juncture in China’s 
petroleum policy, given the significant number of developments took place this year and 
which illustrate SSC in a number of dimensions.   

 In a succinct review of major events that took place before 2004 –explained in 
greater detail in Chapters 3 to 5, it is worth noting the State visit paid by Argentine 
President F. de la Rúa (德拉魯阿 ) to the PRC in September 2000 –the last State visit 
before the terrible crisis that affected the country in 2001 and which effects were felt until 
2003, the visits of President Jiang and PNC’s president Li Peng (李鹏 ) to both Brazil 
and Argentina in 2001 –in order to secure their support for China’s WTO admission–, the 
upgrading of Sino-Venezuelan relations from “friendly cooperative relations ” to 
“strategic partnership” (in what constituted the last State visit by a Chinese head of state 
to the country, revealing the prudence with which the PRC has been dealing with 
Venezuela –one of the 8 “strategic cooperation nations in the field of oil and natural gas” 
mentioned in the 10th Five-Year Plan 2001-2005), and the 2002 visit of Chinese Foreign 
Minister Tang Jianxuan (唐家璇 )83 to Argentina.  

                                                      

82  Henrique Altemani de Oliveira, Brasil e China: Cooperação Sul-Sul e parceria estratégica (Belo 
Horizonte: Fino Traço Editora, 2012) 
83 Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy Towards Latin America”, 116.  
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This study notes that 2003 was a particularly significant year, given that all three 
countries had new presidents: in Brazil, President Lula took office in January, President 
Hu did so in March and, in May, President Kirchner in Argentina. Kong has pointed out 
that the administration of Hu Jintao and Wen Jiabao was “different from previous 
administations”, since it was confronted with a different set of problems and –instead of 
just focusing on economic growth– it was “forced to deal with the consequences of 
economic growth.” 84  This would, to a certain extent, explain the new outlooks of 
“scientific development” and “harmonious society” that characterized the terms of the 4th 
leadership. As regards Brazil, Brazilian foreign policy became considerably more 
oriented towards emerging countries under Lula that it had been under the Cardoso 
administration –as aforementioned, Lula visited the PRC 3 times, while Cardoso had only 
visited once. Lastly, in Argentina, Kirchner’s foreign policy, critical of the neoliberal 
reforms of the 1990s, prioritized Brazilian-Argentine relations and high-technology 
cooperation with developing countries, at times relying on demagogic use of Anti-
Americanism rhetoric. With no access to international credit since the default of 2001, 
Kirchner found on Venezuela a source of investments. Throughout the years, the 
Kirchner administrations –including that of Kichner and the one by his wife and 
successor, C.F. de Kirchner– nationalized formerly-privatized companies and led the 
country into increasing international isolation. In terms of trade, in 2003 China became 
Argentina’s top Asian export destination (positive effects on the recovery from the 2001-
2001 crisis) and, regarding energy, the Latin American Energy Organization (OLADE)85 
for energy integration was established. 

In 2004, and in terms of energy cooperation, China became the 2nd largest oil 
consuming country in the world, having surpassed Japan and only behind the United 
States. In addition to that, the Sinopec-Petrobras agreement was established.86 In May 
2004, Petrobras inaugurated its offices in China. 87  It is in this context that the 
aforementioned Petrobras-Sinopec agreement must be understood. It has been pointed out 
that the agreements between both NOCs was not limited to Latin America, but also 
covered to the Western coast of Africa and the Middle East.88 As a consequence of the 
agreement, oil exports from Brazil to China almost tripled: in 2003, they had accounted 
for 5 million barrels exported to China, while in 2004 the figure reached 14 million 
barrels. Besides oil trade, the agreement also included a wide range of ventures, such as 

                                                      

84 Remarks by Bo Kong in “The Economic Incentive to Going Green” lecture held on December 21, 2009, 
and available at Clean Skies News. 
http://www.youtube.com/watch?v=4a5kJN0eCWw (minute 0:53 to 2:57– accessed March 20, 2010) 
85 Latin American Energy Organization (OLADE)                                                               
http://www.olade.org/ (accessed March 20, 2010) 
86 Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy Towards Latin America”, 117. 
87 Luisa Palacios, “Latin America as China’s Energy Supplier”, in China’s Expansion into the Western 
Hemisphere: implications for Latin America and the United States, ed. Riordan Roett and Paz, Guadalupe 
(Washington, DC: Brookings Institution Press, 2008): 179. 
88 “Lula to boost Brazil-China Alliance” – China Daily Mail – May 24, 2004. 
http://www.china.org.cn/english/international/96134.htm (accessed April 3, 2010) 

http://www.youtube.com/watch?v=4a5kJN0eCWw
http://www.olade.org/
http://www.china.org.cn/english/international/96134.htm


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                            Chapter 1  
                                                                                                                            China’s Energy Policy  
                                                                                                                         and South-South Cooperation?   

 25 

oil exploration, production, refining and marketing, as well as petrochemical, pipelines 
and other aspects of technical cooperation. 89  

Second, as regards “presidential diplomacy”, a record number of State visits 
were paid in 2004: Brazilian President Lula da Silva (盧拉 ) 90  and his Argentine 
counterpart N. Kirchner (基什内爾 )91 paid their first State visits to the PRC, in May and 
late June, respectively. In November, President Hu would visit both Brazil and Argentina, 
on his way to the APEC Summit in Chile. The most important fruits these visits bore was 
the recognition of China’s “market economy-status” by both countries –in spite of fierce 
opposition, especially from the Brazilian industrial sector. President Hu’s remarks about 
US$ 100 billion in Chinese FDI for the region until 2010 caused considerable anxiety in 
these countries, that turned later into disappointment when they did not materialize. 92   

This study highlights that this was the last visit by a Chinese president to 
Argentina ever since, due to the enormous strain that bilateral relations suffered after the 
“leak incident” provoked by President Kirchner –i.e., he intentionally leaked to the 
Argentine media information about Chinese investments to be supposedly made in 
Argentina and which had to be denied by the Chinese delegation–with the subsequent 
loss of face and exacerbation of political and commercial tensions.93 It was also this year 
that Venezuelan President Chávez (查維茲 ) paid his 3rd visit to the PRC –which, in total, 
he visited six times, but without having been able to host a Chinese president (China 
demonstrated remarkable prudence and caution towards the US in not reciprocating 
Chávez’ visits) during all his years in power (1999-2013). Brazilian Vice President J. 
Alencar (阿倫卡爾 ) and Chinese Vice Premier Wu Yi (吴仪, or吳儀) were appointed to 
co-preside the China-Brazil High-level Coordination and Cooperation Committee 
(COSBAN, Comissão Sino-Brasileira de Alto Nível de Concertação e Cooperação, or 中
國 - 巴西高層協調與合作委員會, abbreviated as中巴高委會 ). 94 Among the 11 

                                                      

89 Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy Towards Latin America”, 117. 
90 Ibid. note 81. 
91 Kirchner’s visit to China was highlighted in the Chinese media as reflecting the interest of the leaders of 
Brazil and Argentine in improving relations with the PRC. See “Lula to boost Brazil-China Alliance” – 
China Daily Mail – May 24, 2004. 
http://www.china.org.cn/english/international/96134.htm (accessed May 20, 2011) 
92 Markus Jaeger, “Dragon or giant panda? What China means for Brazil”, Deutsche Bank Reports No. 23 
April 2008. 
http://www.dbresearch.com/servlet/reweb2.ReWEB?addmenu=false&document=PROD000000000022440
9&rdShowArchivedDocus=true&rwdspl=2&rwnode=DBR_INTERNET_EN-
PROD$NAVIGATION&rwobj=ReDisplay.Start.class&rwsite=DBR_INTERNET_EN-PROD 
93 J. Uriburu Quintana, The Argentine-China Relations: a Peripheral Realist Analysis (MA Thesis) (Taiwan: 
National Chengchi University, 2008): 60-81.    
94 COSBAN, the highest-level permanent mechanism between the Brazilian and Chinese governments, has 
11 Subcommissions, which deal with political affairs; economy and trade; economy and finances; 
inspection and quarantine; agriculture; energy and mining; science, technology and innovation; space; 
industry and information technology; culture, and education. See: “II Reunião da Comissão Sino-Brasileira 
de Alto Nível de Concertação e Cooperação (COSBAN)” –  MiNote Nota No. 28 – February 8, 2012. 
http://www.itamaraty.gov.br/sala-de-imprensa/notas-a-imprensa/ii-reuniao-da-comissao-sino-brasileira-de-
alto-nivel-de-concertacao-e-cooperacao-2013-cosban  

http://www.china.org.cn/english/international/96134.htm
http://www.dbresearch.com/servlet/reweb2.ReWEB?addmenu=false&document=PROD0000000000224409&rdShowArchivedDocus=true&rwdspl=2&rwnode=DBR_INTERNET_EN-PROD$NAVIGATION&rwobj=ReDisplay.Start.class&rwsite=DBR_INTERNET_EN-PROD
http://www.dbresearch.com/servlet/reweb2.ReWEB?addmenu=false&document=PROD0000000000224409&rdShowArchivedDocus=true&rwdspl=2&rwnode=DBR_INTERNET_EN-PROD$NAVIGATION&rwobj=ReDisplay.Start.class&rwsite=DBR_INTERNET_EN-PROD
http://www.dbresearch.com/servlet/reweb2.ReWEB?addmenu=false&document=PROD0000000000224409&rdShowArchivedDocus=true&rwdspl=2&rwnode=DBR_INTERNET_EN-PROD$NAVIGATION&rwobj=ReDisplay.Start.class&rwsite=DBR_INTERNET_EN-PROD
http://www.itamaraty.gov.br/sala-de-imprensa/notas-a-imprensa/ii-reuniao-da-comissao-sino-brasileira-de-alto-nivel-de-concertacao-e-cooperacao-2013-cosban
http://www.itamaraty.gov.br/sala-de-imprensa/notas-a-imprensa/ii-reuniao-da-comissao-sino-brasileira-de-alto-nivel-de-concertacao-e-cooperacao-2013-cosban
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commissions that COSBAN –the highest-level permanent mechanism between the 
Brazilian and Chinese governments– has, it is worthy to mention the ones on energy, 
political affairs, economy and trade affairs and economy and finances.  

In the third place, and regarding “strategic partnerships”, the status of the 
China-Argentina partnership was elevated from “full-range cooperative” to “strategic”95, 
with the aim of consolidating political and economic cooperation. Fourth, in terms of 
asymmetrical interdependence on trade exchanges, in April 2004 the Chinese 
authorities, on grounds of safety concerns, decided to impose an embargo on Brazilian 
soybeans96, provoking heavy revenue losses to Brazil. It is also worth noting that the 
China-Brazil Business Council (CBBC, 中国 - 巴西企业家委员会, or中國 - 巴西企

業家委員會)97 was established this year. 

Fifth, regarding regional integration, the South American Community of Nations 
(SCN, 南美洲國家共同體 ) was officially launched in December 2004 with the Cusco 
Declaration (庫斯科宣言) of December 8 and the Ayacucho Declaration (阿亞庫喬宣言) 
of December 9,98 and South American energy integration declared a “priority.” The SCN 
consisted of members of two customs unions, namely MERCOSUR (南方共同市場 ) 
and the Andean Community of Nations (安第斯條約組織 ). In addition to that, the 1st 
Meeting of South American Ministers of Energy was held, with the aim to establish 
“Petrosur”, a regional oil initiative promoted by the government of Venezuela. The SCN 
would, later on, evolved into the Union of Southern American Nations (UNASUR,南美

洲國家聯盟 ) 

As mentioned earlier, 2010 is the last key year analyzed in this section. However, 
and before examining the developments that took place that year, it would be important 
to note the major events that occurred between 2004 –the last year examined in the 
preceding paragraphs– and then.  

In 2005, and with regard to energy and regional integration, it was then that 
energy integration became a central objective of the SCN, with Brazil being one of the 
key players99 promoting it in an attempt to promote biofuels use in order to reduce the 
oil-backed influence of Chávez. In January –on a display of “presidential diplomacy”–

                                                      

95 Teng, “Hegemony or Partneship: China’s Strategy and Diplomacy Toward Latin America,” 103. 
96 Claudia Silva Jacobs, “China 'suspende' mais 15 empresas de soja brasileira”, BBC, June 14, 2004 
http://www.bbc.co.uk/portuguese/economia/story/2004/06/040614_sojacs.shtml  

97 See “Report: Chinese investments in Brazil 2007-2012” –Conselho Empresarial Brasil-China – July 2013                                                                                                                                               
http://www.cebc.org.br/pt-br/publicacoes-e-informes/canal-brasil-china/cebc-lancara-nova-pesquisa            
98 “International Documents: Cusco Declaration” – Andean Community.  
http://www.comunidadandina.org/documentos/dec_int/cusco_sudamerica.htm  
“International Documents: Ayacucho Declaration” – Andean Community.  
http://www.comunidadandina.org/documentos/dec_int/ayacucho_sudamerica.htm   
99 Humberto Campodónico, “An Energy Panorama of Latin America”, in The Oxford Handbook of Latin 
American Economics, ed. Ocampo, José Antonio, and Ros, Jaime (New York, NY: Oxford University Press, 
2011): 655. 

http://www.bbc.co.uk/portuguese/economia/story/2004/06/040614_sojacs.shtml
http://www.cebc.org.br/pt-br/publicacoes-e-informes/canal-brasil-china/cebc-lancara-nova-pesquisa
http://www.comunidadandina.org/documentos/dec_int/cusco_sudamerica.htm
http://www.comunidadandina.org/documentos/dec_int/ayacucho_sudamerica.htm
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Vice President Zeng Qinghong (曾慶紅) had visited Venezuela and branded “a strategic 
cooperation nation” in oil and gas, with increased Venezuelan exports as a result. It was 
also in 2005 that the Petrobras-Sinopec MOU for “Joint Business Venture” was signed 
(leading to the announcement of the construction of the Gascav –Cabiúnas-Vitória– 
natural gas pipeline). Also, Chinese NOCs decided to join forces in Latin America and 
formed a joint venture among them, the “Andes Petroleum Company” –with CNPC being 
regarded as playing a leading role over the other NOCs, in terms of investment on equity 
oil production, in Latin America (especially in Peru, Venezuela, Ecuador –where 
Sinochem (中國中化集團公司 ) is present– and Cuba –where Sinopec (中國石油化工

股份有限公司, or 中國石化) has an agreement with Petrocuba). As regards Sino-US 
relations, it was in June that year, CNOOC attempted to acquire the Union Oil Company 
of California (UNOCAL  Co.), with a US$ 18.5 billion bid that raised considerable 
tensions between the US and China governments. It is worth noting that this year the US-
China Energy Dialogue had started. A few months later, in August, CNOOC decided to 
withdraw its bid and UNOCAL became a wholly owned subsidiary of Chevron (雪佛龍 ). 
In November of the same year, CNPC and PdVSA (委內瑞拉石油公司 ) agreed to 
intensify supply flows before 2007 (a target that was fulfilled in 2006).  

Regarding renewable energy, it was in November 2005 that China passed 
its Renewable Energy Law (and Argentina’s “Biofuel Law”), and the “Beijing 
Declaration on Renewable Energy for Sustainable Development” noted that recent trends 
in the world energy market “especially the doubling of oil prices in less than two years, 
had increased the economic risk of relying primarily on imported energy and a volatile 
world energy market”, highlighting the need to diversify energy portfolios, in which 
biofuels could play an important role. For this to be possible, there was an important 
“need for strengthened support for the commercialization and transfer of technologies 
through North-South and South-South cooperation.” 100 Lastly, in December that year, 
the 1st China-OPEC Energy Dialogue was held in Beijing. In terms of politics, the Sino-
Brazilian relation suffered considerable damage when China decided not to support 
Brazil’s attempt to become a permanent member of the UN Security Council. In this 
regard, it has been noted that “China’s failure to support the bid caused irreversible 
damage to pro-China sentiment in Brasilia, and is one of the main reasons why Brazil’s 
recognition of China’s market economy status has never been fully implemented.”101 In 
this regard, it is worth noting that, at the regional level, Brazil had encountered 
opposition from both Argentina and Mexico. Also in 2005, China was accepted into to 
Organization of American States (OAS, 美洲國家組織 ) as a permanent observer.  

In 2006, President Hu put forward the PRC’s “new energy security concept”, 
emphasizing common energy security through greater cooperation between energy-
                                                      

100 “Beijing’s Declaration on Renewable Energy for Sustainable Development” – National Development 
and Reform Commission (NDRC)– November 9, 2005.                      
http://en.ndrc.gov.cn/newsrelease/t20051109_49228.htm  
101 Rodrigo Tavarez Maciel and Dani K. Nedal, “China and Brazil: Two Trajectories of a Strategic 
Partnership”, in China Engages Latin America: Tracing the Trajectory, ed. Adrian H. Hearn and José Luis 
León-Manríquez  (Boulder, CO: Lynne Rienner, 2011): 241-242. 

http://en.ndrc.gov.cn/newsrelease/t20051109_49228.htm
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producing and energy-consuming nations. International cooperation was considered to be 
key in 3 areas –namely, to “strengthen mutually beneficial cooperation in the 
development and utilization of energy resources, develop a system for the research, 
development and diffusion of advanced energy technology, and maintain a favourable 
political environment for energy security and stability.102 It was also this year that Brazil 
became self-sufficient in petroleum production –a landmark to which Petrobras referred 
to as “a dream come true”103 –and President Lula re-elected, while advances in biofuels 
led Brazil to be considered as “the Saudi Arabia of ethanol”104, since it accounted for 
52% of the world’s exports of the biofuel. This study highlights that President Lula 
would be named Brazil’s “Ethanol Ambassador” in 2011, as well as the interesting fact 
that “Brazil is the only country in the world in which gasoline is the alternative fuel, and 
not ethanol”, as pointed out by the Brazilian Undersecretary of Energy and Technology 
Affairs at the Foreign Affairs Ministry, André Amado.105  In September, and reflecting 
the increased relevance of Sino-Brazilian relations, the 2nd Ministerial Meeting of the 
Forum for Economic and Trade Cooperation between China and Portuguese-speaking 
countries (Macao) (中國-葡語國家經貿合作論壇 [澳門]) was held in Macao.106 The 
same month, the Chinese and Brazilian ministers of Foreign Affairs met in New York for 
the BRIC FM meeting parallel to the 61st UN General Assembly. Lastly, the EU 
displaced the US as China’s largest trading partner. In April, Argentina’s “Biofuels Law” 
was passed,  with important regulations and other laws on fuels and renewable energies 
being passed on September and December. It was also in December that REPSOL-YPF 
the Spanish-Argentinean petroleum company, announced its investment in the 
Argentinean Biofuel Research Center, while Oilfox signed the first export contract of 
Argentine biodiesel in December. It would also be convenient to recall that this year, in 
terms or regional cooperation, Venezuela put forward its “Gran Gasoducto del Sur” 
proposal (the “Southern Gas Pipeline” that would connect all South America, from 
Venezuela to Argentina), with President Chávez  paying his 5th visit to China.  

In 2007, over half of China’s oil was imported.107 In October that year, President 
Hu’s report to the 17th Party Congress highlighted the need to “promote a conservation 
                                                      

102 Hu Jintao, written statement delivered at the dialogue meeting between leaders of G8 and developing 
countries, St. Petersburg, Russia, July 17, 2006. See Kong, China's International Petroleum Policy, 136-
137. 
“World Energy Security ‘Vital for Economy’” – China Daily – July 18, 2006. 
http://www.chinadaily.com.cn/china/2006-07/18/content_642923.htm  
103 “Our History-2006” – Petrobras website                                                        
http://www.petrobras.com/en/about-us/our-history/ 
104 Kelly Hearn, “How South American biofuels are gaining steam, and why that freaks the US out”, Grist, 
December 16, 2005.                                                                                                           
http://grist.org/article/hearn/ (accessed December 1, 2011). 
105 André Amado, “El Etanol y la Diplomacia”, in Crónica Universitaria, 2010. 
http://www.usergioarboleda.edu.co/cronica_universitaria/etanol-diplomacia.htm  (accessed April 2, 2013). 
106 “2006 Economic and Trade Cooperation Action Plan” – 2nd Ministerial Meeting of the Forum for 
Economic and Trade Cooperation between China and Portuguese-speaking countries (Macao) (中國-葡語

國家經貿合作論壇 [澳門]), September 24-25, 2006.         
http://www.forumchinaplp.org.mo/en/gl2006.php (accessed April 15, 2010). 
107 “World Development Indicators 2008” – World Bank (Washington, DC: World Bank, 2008): 11-20. 

http://www.chinadaily.com.cn/china/2006-07/18/content_642923.htm
http://www.petrobras.com/en/about-us/our-history/
http://grist.org/article/hearn/
http://www.usergioarboleda.edu.co/cronica_universitaria/etanol-diplomacia.htm
http://www.forumchinaplp.org.mo/en/gl2006.php
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culture by basically forming an energy- and resource-efficient and environment-friendly 
structure of industries, pattern of growth and mode of consumption… [as well as to] 
considerably increase the proportion of renewable energy sources in total energy 
consumption.” A few months earlier, in August, the NDRC had released the “Medium 
and Long-Term Renewable Energy Development Plan”, setting targets for ethanol and 
biodiesel consumption for 2010 (in which the ethanol target was not met) and 2020. It has 
been argued that the PRC’s national strategy addressing global warming, contained in its 
National Climate Change Program, was “the first by a developing country.”108 Also in 
2007, Brazil was considered to enter “a new energy area” 109 , partly because of the 
offshore discoveries of the Tupi oilfield (Tupi油田 ), and also because the production of 
2nd generation biofuels (cellulosic ethanol) was successfully launched. The magnitude of 
the offshore discovery was such that President Lula famously proclaimed that “God must 
be Brazilian”110 and defined Tupi’s discovery as being a “blessing” (“benção”).111 It was 
pointed out that, with the discovery, Brazil would not depend on imports from the Middle 
East any longer. Years later, in 2010, after Lula stepped down, Petrobras renamed it as 
“Lula” oilfield in his honour. The outgoing president referred to thisdistinction as saying 
that the NOC was simply following its tradition of renaming oilfields with “the names of 
sea creatures” when they became commercially viable, since “Lula”, in Portuguese, also 
means “squid”[烏賊 ].112 As regards biofuels, President Bush had travelled to Brazil at 
the beginning of the year and proposed to foster energy cooperation with a US-Brazilian 
MOU on biofuels, which would advance cooperation on ethanol. Bush aimed at 
promoting this biofuel as an alternative to oil in Central American countries through the 
Caribbean Basin Initiative (CBI)113 in a clear attempt to reduce Chávez’ influence on the 
region. The American president also visited Mexico and Colombia –significant oil 
producers– and also Uruguay and Guatemala. In Argentina, the First Biofuels Congress 
of the Americas was held in Buenos Aires, with former US Vice President Al Gore (高
爾 ), delivering the closing remarks. In terms of trade, 2007 was the year that Argentina 
                                                      

108 “China issues national plan to address climate change” – Xinhua – June 4, 2007. 
http://news.xinhuanet.com/english/2007-06/04/content_6196302.htm  
109 “Our History-2007” – Petrobras website                                                       
http://www.petrobras.com/en/about-us/our-history/ 
110 Andrés Oppenheimer, “Brazil’s huge oil find will lead to new wealth… or a petro-populist giant”, The 
Miami Herald, November 26, 2007.  
http://www.miamiherald.com/news/columnists/andres_oppenheimer/story/319805.html  (accessed April 2, 
2010). 
111 As defined by President Lula while being interviewed in the “Café com o Presidente” weekly program, 
conducted on August 30, 2009. During it, President Lula referred to the “pre-salt” oilfields as being “an 
asset of the [Brazilian] Union, [part of the] wealth of the [Brazilian] people and the future of Brazil” (“Pré-
sal: patrimônio da União, riqueza do Povo e futuro do Brasil”)           
http://blog.planalto.gov.br/patrimonio-da-uniao-riqueza-do-povo-futuro-do-brasil/  
112 Samantha Pearson, “Pre-salt Deposits: development slowed by Brazil’s resolve to take profits”, 
Financial Times, September 12, 2012.                                                       
http://www.ft.com/intl/cms/s/0/99b80838-f5bc-11e1-bf76-00144feabdc0.html#axzz2gGuYifBo   
113  “Ethanol Fuel: U.S. Caribbean Basin Initiative Provides Opportunities for Brazilian Ethanol 
Exporters” – Felsberg e Associados – July 23, 2007. 
http://www.felsberg.com.br/ethanol-fuel-u-s-caribbean-basin-initiative-provides-opportunities-for-
brazilian-ethanol-exporters/  

http://news.xinhuanet.com/english/2007-06/04/content_6196302.htm
http://www.petrobras.com/en/about-us/our-history/
http://www.miamiherald.com/news/columnists/andres_oppenheimer/story/319805.html
http://blog.planalto.gov.br/patrimonio-da-uniao-riqueza-do-povo-futuro-do-brasil/
http://www.ft.com/intl/cms/s/0/99b80838-f5bc-11e1-bf76-00144feabdc0.html#axzz2gGuYifBo
http://www.felsberg.com.br/ethanol-fuel-u-s-caribbean-basin-initiative-provides-opportunities-for-brazilian-ethanol-exporters/
http://www.felsberg.com.br/ethanol-fuel-u-s-caribbean-basin-initiative-provides-opportunities-for-brazilian-ethanol-exporters/
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exports to Asia surpassed the country’s exports to Europe. China displaced Argentina as 
Brazil’s second largest supplier. In December this year, Brazil became the world’s largest 
exporter of soybeans, displacing the US –which was already starting to suffer from the 
global crisis.  

In 2008, President Hu revealed the program of the PRC government on strategic 
relations with Latin America in the APEC Summit held in Perú in November.114 Entitled 
“China’s Policy Paper on Latin America and the Caribbean” (中国对拉丁美洲和加勒比

政策文件中国对拉丁美洲和加勒比政策文件, or中國對拉丁美洲和加勒比政策文

件)115, “the very first policy paper on Latin America” issued by the PRC government and 
aimed at clarifying China’s policy goals in the region –which is viewed “from a strategic 
plane”, highlighting its “huge development potential” and rising international influence– 
as well as to outline the “guiding principles for future cooperation in various fields.”  

In its Foreword and five Sections, the paper details the status and role of LAC, the 
Sino-Latin American relations (their background, present status and future prospects), 
China’s comprehensive policy towards the region and the strengthening of 
comprehensive cooperation, as well as the PRC relations with regional organizations.  
The paper seeks to sustain “the sound, steady and all-round growth” of Sino-Latin 
American relations (Foreword and Sections I-II), which political base is the one China 
principle –specifically stating that the majority of countries in the region “are committed 
to support China’s reunification and not having official ties or contacts with 
Taiwan.”(Section III) The Paper also noted that China would seek an “integral 
cooperative partnership” with Latin American and Caribbean (LAC) countries, in order 
to deepen South-South cooperation (Section IV-2-13) based on consensus, reciprocal 
benefits and shared gains, treating each other as “equals” and ensuring “a bigger say and 
greater role in decision-making for developing countries in international trade and 
affairs.” The fields of cooperation are numerous, and specific references are made to 
energy: political (high-level, legislative and party exchanges, consultations), economic 
(trade, investment cooperation–energy and mineral resources explicitly mentioned 
(Section IV-2)– financial –including debt reduction– agricultural and industrial 
cooperation; infrastructure; customs and sanitary inspections, culture, science, technology 
and education; medical care; consular, judicial and media cooperation, human resources, 
social security; disaster relief/reduction and humanitarian assistance; tourism, people-to-
people and military exchanges, non-traditional security issues and regional organizations, 
among others. 

The paper’s relevance in energy (including biofuels) terms is due to the fact that 
China is “ready to enhance technological exchanges and cooperation” in “energy 
                                                      

114 Julio Sevares, “Argentina-China: buena relación con ‘factores no-harmoniosos’ ”, Clarín, May 30, 2010.  
http://www.ieco.clarin.com/economia/Argentina-China-buena-relacion-factores-
armoniosos_0_271173157.html (accessed May 30, 2010). 
115 “China’s Policy White Paper on Latin America and the Caribbean” – Ministry of Foreign Affairs of the 
People’s Republic of China – November 5, 2008.                                                                                
http://www.fmprc.gov.cn/chn//pds/ziliao/tytj/zcwj/t521016.htm                          
http://english.gov.cn/official/2008-11/05/content_1140347.htm  

http://www.ieco.clarin.com/economia/Argentina-China-buena-relacion-factores-armoniosos_0_271173157.html
http://www.ieco.clarin.com/economia/Argentina-China-buena-relacion-factores-armoniosos_0_271173157.html
http://www.fmprc.gov.cn/chn/pds/ziliao/tytj/zcwj/t521016.htm
http://english.gov.cn/official/2008-11/05/content_1140347.htm
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conservation, bio-fuels” (Section IV-3-2) and “environment technology” (Section IV-
3-7) and would like to ‘expand’ and ‘deepen’ resource and energy cooperation within 
bilateral cooperation frameworks (Section IV-7).116  

It was also pointed out that, “although the document also explains that the two 
should strive for ‘equality’ and ‘mutual benefit’ in trade, the likely scenario would reflect 
dependency theorists’ fears, with LAC exporting raw materials, primarily oil, food and 
minerals to China, while China exports manufactured goods to Latin America.”117  

The Chinese government had cautiously decided to release the paper a day after 
the US presidential election had been held (on November 4) in order for it to attract as 
less attention as possible. The strategy paid off, since China-Latin America relations were 
almost completely absent from the race to the White House, mentioned only on one rare 
occasion in the presidential debate of September 26, 2008, when Senator B. Obama said: 
‘The conspicuousness of their presence is only matched by our absence’.”118 In that trip, 
President Hu also visited Costa Rica and Cuba. With regard to the implications of 
China’s deteriorating environmental situation on the Olympic Games, the considerable 
efforts made by the Chinese government to improve the environment in Beijing (in order 
to try to lower air pollution levels, industrial and automobile-use restrictions were put in 
place) for the event. President Lula attended the Games, in what was the second visit to 
the PRC of the Brazilian president, which used the opportunity to promote the 2016 Rio 
Olympics.  

In terms of energy cooperation and regional integration, it is worth noting that the 
Southern Community of Nations (南美洲國家共同體 ) –which had made a priority of 
achieving “regional energy integration”– evolved into UNASUR (南美洲國家联盟)119 at 
the 3rd Summit of South American Heads of State, held in Brasilia on May 23, 2008. 

As regards biofuels, it is worth noting that 2008 was also the year that Petrobras 
Biocombustível (巴西生物燃料公司 ) was created, as a Petrobras subsidiary in charge 
of ethanol and biodiesel. Other Latin American presidents that visited the PRC this year 
were Chilean President M. Bachelet (巴綺蕾 ) in April, and Mexican President F. 
Calderon (卡爾德龍) in July, and, in September, President Chavez paid his 5th to China. 
In terms of trade, in May this year China surpassed the US to become the largest investor 
in Brazil and became the second-largest in Argentina (after Brazil). In what constitutes a 
clear example of Argentine governments’ over-reliance upon commodity-related 
revenues, the halt of soybean exports to the PRC due to a domestic farmers’ lockout in 

                                                      

116 Gregg B. Johnson and Jesse T. Wasson, “China, Latin America, and the United States: the Political 
Economy of Energy Policy in the Americas”, in China’s Energy Relations with the Developing World, ed. 
A. Wenger, R. Orttung and J. Perovic (New York: Oxford University Press, 2009): 128-129.  
117 Ibid., 128. 
118 As cited in Gonzalo S. Paz, “China and Venezuela: Oil, Technology, and Socialism”, in China Engages 
Latin America: Tracing the Trajectory, ed. Adrian H. Hearn and José Luis León-Manríquez (Boulder, CO: 
Lynne Rienner, 2011): 230.  
119 UNASUR 
http://www.unasursg.org  

http://www.unasursg.org/
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response to the increased export tax by the Fernández de Kirchner administration 
provoked the biggest crisis in the country in 5 years and the labelling as a “non-reliable 
supplier” by the PRC. The crisis caused by the Argentine government turned out to 
favour its competitors, other soybean exporting countries, mainly Brazil and the US, 
which became alternative suppliers to China –although on a temporary basis, given that 
the volume that Argentina produces cannot be easily substituted. In a multilateral 
dimension, the three presidents had the opportunity to meet in the 1st G20 Leaders 
Summit held in Washington DC in November 14-15.  

In 2009, China became Brazil’s largest trading partner, and the Brazilian Trade 
Minister W. Barral regarded the change as ‘historic’, as the U.S. has been Brazil's biggest 
trading partner since the 1930s.”120 Some observers noted that this was the “latest sign of 
China's increasing challenge to US hegemony in Latin America. China has been steadily 
increasing its sphere of influence and has become particularly close to the “for red” South 
American countries: Venezuela, Bolivia, Ecuador and Peru.”121 Also, and “immediately 
after the Chinese Spring Festival of 2009, China’s leaders started to launch a series of 
state and official (“Oil Diplomacy”, “Resources Diplomacy) to the developing 
world”.’122 While President Hu concentrated on the Middle East and Africa –visiting 
Saudi Arabia and four African nations– Vice President Xi Jinping (习近平, or 習近平) 
and Vice Premier Hui Liangyu (回良玉) visited 9 Latin American countries. This study 
notes that this is a clear case of first-level “Presidential Diplomacy”, given that Xi is the 
current president of the PRC –since March 2013, while Hui has been one of China’s Vice 
Premiers since 2003, as well as a member of Member of the 16th and 17th Central 
Politburo of the Communist Party of China 123 However, the study argues that, as a 
reflection of the trade frictions that had occurred in Sino-Argentine relations due to the 
2008 farmers’ crisis and the “unreliable supplier” status aforementioned, plus the 
turbulence provoked in 2004 by the Argentine government, the country was omitted from 
Vice President Xi’s agenda, which included visits to Brazil, Mexico, Venezuela, 
Colombia and Jamaica. 124 The Xi-Lula meeting took place in February125 and visited 
                                                      

120 “China surpasses U.S. to become Brazil’s biggest trading partner”– China View – May 5, 2009. 
http://news.xinhuanet.com/english/2009-05/05/content_11316255.htm (accessed May 5, 2009). 
121 M. Moore, “China overtakes the US as Brazil’s largest trading partner”, The Telegraph, May 9, 2009.                                                                            
http://www.telegraph.co.uk/finance/economics/5296515/China-overtakes-the-US-as-Brazils-largest-
trading-partner.html  (accessed May 10, 2009). 
122 Teng, “Hegemony or Partneship: China’s Strategy and Diplomacy Toward Latin America,” 105.  
123 The Central Politburo of the Chinese Communist Party (Zhōngguó gòngchǎndǎng zhōngyāng zhèngzhì 
jú, 中国共产党中央政治局, or 中國共產黨中央政治局, abbreviated 政治局) is a small group in charge of 
overseeing the Communist Party of China.  Its 25 members are appointed by the Central Committee (the 
highest authority within the CCP, Zhōngguó Gòngchǎndǎng Zhōngyāng Wěiyuánhuì 中国共产党中央委员

会, or 中國共產黨中央委員會), and power within the Politburo is centralized in the Politburo’s Standing 
Committee (PSC, Zhōngguó Gòngchǎndǎng ZhōngyāngZhèngzhìjú Chángwěihuì, 中国共产党中央政治局

常务委员会, or 中國共產黨中央政治局常務委員會, abbreviated as 政治局常委会) 
124 The Chinese embassy in Brazil specified that Xi’s trip included 6 countries, with Argentina not being 
among them. The list of countries provided by the embassy’s website is: Mexico, Jamaica, Colombia, 
Venezuela, Brazil (the 5th country) and Malta. 
See: “Vice-presidente chinês reune-se com Lula” – Embaixada da República Popular da China no Brasil 
http://br.china-embassy.org/por/zbgx/t539167.htm  (accessed June 29, 2011).  

http://news.xinhuanet.com/english/2009-05/05/content_11316255.htm
http://www.telegraph.co.uk/finance/economics/5296515/China-overtakes-the-US-as-Brazils-largest-trading-partner.html
http://www.telegraph.co.uk/finance/economics/5296515/China-overtakes-the-US-as-Brazils-largest-trading-partner.html
http://br.china-embassy.org/por/zbgx/t539167.htm
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Mexico, Jamaica, Colombia and Venezuela. President Chavez, while paying his 6th visit 
to PRC, had said that China was the “world’s new centre of gravity.”126 This study argues 
that –although the country was visited by Vice Premier Hui, as well as Ecuador, 
Barbados and Bahamas– the non-inclusion of Argentina in Xi’s agenda reflected the 
political and economic tensions that existed in Sino-Argentine relations (this pattern 
would be repeated a year later, when President Hu visited Brazil but not Argentina). In 
May 2009, President Lula paid his 3rd –and last– visit to the PRC. In June, Hu and Lula 
met again in the Russian city of Yekaterinburg, for the 1st BRIC summit.  

At the multilateral level, all three presidents had the opportunity to meet at the 2nd 
G-20 Leaders Summit held in London in April 14-15, and a few months later in 
Pittsburgh in the 3rd Summit which took place in September. At this meeting, In an 
overlapping of the financial and political dimension of SSC, it should be noted that 
Brazilian Finance Minister, G. Mantega, accused China and the US of “distorting world 
trade” with their undervalued currency, making Brazilian exports less competitive, in an 
overlapping of the financial and political dimensions of SSC. Regarding the economic 
and financial dimensions, it would be convenient to recall that, in January that year, 
China had become a member of the Inter-American Development Bank (IDB, 美洲開發

銀行), fifteen years after applying for admission, in September 1994 and becoming the 
third Asian nation to join the bank –after South Korea and Japan. In March, the “biggest 
financial deal in China-Latin American history” 127  was made: a US$ 10.2 billion 
currency swap (Argentine “pesos” for Chinese “renminbi” (人民幣 ) –equivalent to RMB 
70 billion) between the People’s Bank of China (中國人民銀行) and Argentine Central 
Bank (BCRA), with Argentina becoming the first country in Latin America128 to reach 
this agreement with the PRC, although other observers claim that it was the first non-
ASEAN country is doing so.129 This study highlights that Argentina had sought, and 
failed to obtain, a similar agreement with the US, which –in October 2008– had agreed a 
currency swap with Brazil. Argentina and Brazil do have a currency swap between them.  

As regards energy, Petrobras announced that oil production had begun in the Tupi 
oilfield, which diminished dependence on imports even further. The overlapping of the 
energy and environmental dimensions of SSC was reflected in December this year, the 
Brazilian Ministry of Foreign Affairs and the Climate Consortium Denmark used the so-

                                                                                                                                                              

125 “Vice-presidente chinês reune-se com Lula” – Embaixada da República Popular da China no Brasil 
http://br.china-embassy.org/por/zbgx/t539167.htm  (accessed June 29, 2011). 
126 “Chávez habla chino y Hu, español” – El Comercio – April 10, 2009. 
 http://blogs.elcomercio.pe/planetachina/2009/04/chavez-habla-chino-y-hu-jintao.html (accessed May 1, 
2010). 
127 Li He, “Sino-Latin American Relations and Its Implications”, lecture delivered at the International 
Conference “El Futuro de las Relaciones entre Asia y América Latina”, Center for Latin American Trade 
and Economy Studies, Chihlee Institute of Technology, Taipei, Taiwan, April 13, 2011. 
128 Alejandro Rebossio, “China pone a disposición de la Argentina US$ 10.200 millones”, La Nación, 
March 31, 2009.                                                                                                  
http://www.lanacion.com.ar/1113735-china-pone-a-disposicion-de-la-argentina-us-10200-millones  
129 Cristian Carrillo, “China le dará respaldo en yuanes a la Argentina”, Página 12, March 31, 2009. 
http://www.pagina12.com.ar/diario/economia/2-122413-2009-03-31.html  

http://br.china-embassy.org/por/zbgx/t539167.htm
http://blogs.elcomercio.pe/planetachina/2009/04/chavez-habla-chino-y-hu-jintao.html
http://www.lanacion.com.ar/1113735-china-pone-a-disposicion-de-la-argentina-us-10200-millones
http://www.pagina12.com.ar/diario/economia/2-122413-2009-03-31.html
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called “Ethanol Diplomacy” to organize the "Global Potential of Biofuels” seminar in 
Copenhagen, as part of the 15th United Nations Climate Conference (COP-15, 2009 年聯

合國氣候變化大會 ), to discuss the contribution of sugar cane-based ethanol in the 
reduction of the greenhouse effect. At it, it was pointed out that “ethanol is the best 
currently available alternative for the transportation sector to reduce emissions of gases 
that cause global warming... a technology that Brazil has and that developing countries 
should observe.” 130  In December, and on a legal-political aspect and human rights 
dimension, Sino-Argentine relations experienced some turbulence when an Argentine 
federal judge, on grounds of crimes against humanity –i.e., genocide and torture of 
FaLunGong (法輪大法 ) practitioners,131 ordered the arrest of former President Jiang and 
Luo Gan (羅幹 ) 132 , who had been the 5th Secretary of the Central Political and 
Legislative Committee (中央政法委员会, or中央政法委員會) of the CPC from 1998 to 
2007 as well as a former member of the 16th Politburo Standing Committee (中央政治局

常务委员会 , or 中央政治局常務委員會 ) of the Party between 2002 and 2007. Shortly 
after, a new judge would revoke the order.  

Lastly, in 2010, and in terms of “presidential diplomacy”, it is worth noting that 
President Hu paid his 2nd visit to Brazil, in occasion of the 2nd BRIC summit held in 
Brasilia on April. The implications of “asymmetry of attention” in “presidential 
diplomacy” in the Sino-Argentine relation can be observed when, in January 2010, 
President Fernández de Kirchner decided to postpone her long-delayed 1st State visit to 
the PRC. Her decision to postpone it –on very short notice and for largely irrelevant, 
domestic motives– further exacerbated existing tensions in bilateral relations, which had 
remained in a state of strain since the 2004 “leak incident” about Chinese investments 
and the 2008 farmers’ crisis. This study argues that the postponement severely affected 
the political aspect of the bilateral relation –again, provoking a loss of face to the Chinese 
government– and provoked retaliations that were most visible in the economic sphere: on 
April 1st, 2010, Chinese authorities decided to impose an embargo on Argentine soybean 
oil, on grounds of food safety violations. As examined in Chapter 2 and 5, this study 
argues that the safety concerns were valid, but insufficient to justify the embargo. Rather, 
the measure can be considered as having been a retaliatory measure for both the political 
decision to postpone the presidential visit, as well as by certain antidumping measures 
that the Argentine government had imposed to Chinese products. President F. de 
Kirchner had to offer personal apologies to her Chinese counterpart and was unable to 
solve it during her rescheduled State visit in July that year, paid amid the embargo. The 

                                                      

130 Remarks made by the President of the Brazilian Sugarcane Industry Association (UNICA), M. Jank, at 
the “COP-15: Cane ethanol best available alternative for transportation emissions reduction” – UNICA – 
December 17, 2009.                                                
http://english.unica.com.br/noticias/show.asp?nwsCode={003A7F90-3490-4AF6-8FDE-9CA11F43DB75}  
(accessed April 2, 2013). 
131 Eduardo Daniel Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010 
(Buenos Aires: Dunken, 2010): 477.   
132 Alejandro G. Cowes, “Falun Gong Replies”, Letter to the Editor, The Buenos Aires Herald, July 31, 
2010. http://www.buenosairesherald.com/BreakingNews/View/40809  

http://english.unica.com.br/noticias/show.asp?nwsCode=%7b003A7F90-3490-4AF6-8FDE-9CA11F43DB75%7d
http://www.buenosairesherald.com/BreakingNews/View/40809
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embargo was significantly costly to Argentina, since it lasted six months –and provoked 
losses for an estimated US$ 2 billion.  

At the multilateral dimension, the three presidents –Hu, Lula, F. de Kirchner– met 
twice in 2010, at the G-20 4th and 5th Summits, held in Toronto and Seoul, in June and 
November of that year. A few weeks following the Seoul meeting, Brazilian Finance 
Minister Mantega reiterated his critics to Chinese and American currency policies by 
claiming that manipulation of the RMB and the US dollar affected Brazilian products, 
warning that the “currency war” could turn into a “trade war.”133  

Regarding energy and energy cooperation, in May Petrobras announced the 
largest offshore discovery in Brazil’s history– the gigantic, “game-changing” Libra 
oilfield –in 2013, Libra would be auctioned to a consortium composed of Petrobras, 
CNPC, CNOOC, Shell, and Total. Two months before, in March, CNOOC made its entry 
in Latin America, spending US$ 3.1 billion to acquire a 50% stake of Argentina’s Bridas 
Corporation (布里达斯公司), with the other 50 percent share owned by Argentina’s 
Bulgheroni brothers. Later in 2010, Sinopec bought Repsol’s unit in Brazil (Sinopec-
Repsol). Brazil would end 2012 as one of China’s top-10 oil suppliers, showing the 
increase on energy trade exchanges and cooperation between these countries. In addition 
to that, Brazilian ethanol would be granted the status of “advanced biofuel” by the US 
Environmental Protection Agency (EPA, 國家環境保護局). With regard to cooperation 
in nuclear non-proliferation, the Sino-Brazilian relation suffered from some tensions: 
Brazil and Turkey had mediated in the case of Iran’s uranium enrichment program, and 
the agreement they reached –to send uranium abroad for enrichment– was denounced by 
the US denounced, which pressured China and Russia in the UN Security Council to vote 
in favour of applying sanctions to Iran. This event strained Sino-Brazilian relations, just 
like it had happened in 2005 when Brazil’s attempt to become a permanent member of 
the UN Security Council revealed China’s lack of support to Brazil and Brazilian 
inability to win the PRC’s backing to its initiatives. Finally, at the Argentine domestic 
dimension, it should be pointed out that former President N. Kirchner, who since May of 
that year had held the position of Secretary General of the Union of South American 
Nations, passed away in October 2010.  

Finally, it is worth noting that a 2011 Report jointly prepared by the Institute for 
Latin American Studies at the Chinese Academy of Social Sciences, the Woodrow 
Wilson Center and the Institute of the Americas, notes that the four elements driving 
Chinese energy cooperation with Latin America are “strong Chinese economic growth, 
national oil companies, government and financial organizations –especially the Chinese 
Development Bank.”134 It also emphasizes that “a new trend emerging from this mix is 
the increased cooperation between financial organizations and national oil companies. 
                                                      

133 “Brazil Finance Minister Warns of Trade War” – BBC – January 20, 2011. 
http://www.bbc.co.uk/news/business-12148841  
134 Sun, “China, Latin America and the United States: the New Triangle”, 19. See also his article “Hu’s 
visit to deepen Latin American ties”–Institute for Latin American Studies (ILAS), Chinese Academy of 
Social Sciences (CASS)–2008-11-18: 
http://ilas.cass.cn/manager/jeditor/UploadFile/20081231125210535.pdf 

http://www.bbc.co.uk/news/business-12148841
http://ilas.cass.cn/manager/jeditor/UploadFile/20081231125210535.pdf
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According to the Report, there are 5 models that are used by the Chinese government for 
energy cooperation: 1) a technical service model; 2) a join development model; 3) an 
infrastructure-building participation model; 4) a “loans-for-oil” model, and 5) a bio-fuels 
technology joint research model.”135  

According to these criteria, it can be said that China considers energy cooperation 
with Brazil as having multiple aspects, which cover three of the previously mentioned 
models (i.e., exploration and joint development, service contract and loans for oil). On 
the other hand, the scope of its cooperation programs with Argentina is much more 
restricted and focused on only one of the models (i.e., joint development).  

In the same line of analysis, the Report contains several positive remarks about 
Sino-Brazilian joint development of renewable energy sources, which would justify that 
more attention is paid to energy cooperation on biofuels and the so-called “joint research 
bio-fuels technology model” in coming years.   

Therefore, and providing oil prices keep rising, it would seem reasonable to 
expect both Brazilian and Argentine biofuels to have the opportunity to supply the 
Chinese market sooner than later (despite their export destinations being the US and the 
EU, and with imports from Asia being currently favoured by the Chinese government 
over those from other regions, such as Latin America), specially for the following reasons: 
China’s ethanol production target is not currently reached, and the PRC’s biodiesel 
demand rising and not currently met. 
 
1.2.– Literature Review  

The present research points out that, as mentioned in previous paragraphs, despite 
the fact that relations between the PRC and most countries in Latin America were 
normalized in the early 1970s –it was on February 19, 1972, that Argentina normalized 
its diplomatic relations with the PRC136, and Brazil did so on August 1, 1974– and cover 
over four decades, China’s interest in Latin America can be said to be relatively recent, 
and so is the existing literature in the subject.  

Notably, a significant number of the publications in the field date only to the early 
2000s. In the last few years, there have been numerous attempts to assess the impact of 
China’s growing interests and increasing involvement in the region.  

Sino-Latin American analysts usually assess the dynamics of relations between 
these regions in politico-economic terms. This research adopts a similar approach, while 
also taking into consideration the implications of the interactions between China and 
Latin American countries in terms of energy.  

                                                      

135 Ibid. 
136 Although Chinese sources prefer to refer to these events in terms of the “establishment” of bilateral 
relations between these countries, instead of “normalization”. As noted by Oviedo, the term 
“establishment” is used in the title of the Joint Communiqué on diplomatic relations between the Republic 
of Argentina and the People's Republic of China, although the text refers to their “normalization”, and so 
does the Argentine Ministry of Foreign Affairs’ Press Release No. 204555. For further analysis of this issue, 
see Eduardo D. Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010 
(Buenos Aires: Dunken, 2010): 15, 289-290.   
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As China continues to rise and its demand for raw materials and natural resources 
increases, an increasingly larger number of scholars and observers examine the 
expanding ties between the PRC and Latin America. Thus, the literature on the field is 
correspondingly becoming larger in quantity and more specialized. Three major 
approaches seem to be dominant: in the first place, this study the perception of China as 
representing an opportunity for Latin America to benefit by taking advantage of the 
complementarity that exists among them and framing the commodity-driven economic 
boom in trade relations within a South-South cooperation scheme. hose approaches that 
regard the PRC as a threat to Latin American countries (deindustrialization / North-
South) by delaying or postponing their efforts to industrialize, or by causing a backward 
specialization based on the concentration of exports of raw materials and natural 
resources, considering that China’s approach shows neo-mercantilist features with short-
term benefits but detrimental in the long run. In the third place, the view that considers 
the PRC as a combination of both opportunities and threats for the region, a variable 
“mix” highlighting relative weight differences among Latin American countries as a 
factor influencing which aspect will be predominant in their exchanges with China.  

Therefore, and in order to have a better understanding of the role that Brazil and 
Argentina can play in China’s energy policy as supplier of energy resources, it would be 
convenient to first examine them within the more general framework of Sino-Latin 
American relations. In other words, a general overview of the issue can help frame the 
specific literature on energy. 

Political-economic topics and their diplomatic implications rank prominently 
among the issues that have attracted scholarly attention, and they are thoroughly 
examined from different perspectives. Most Chinese and Taiwanese scholars and Latin 
American authors are affiliated to educational or research institutions in their respective 
countries or regions, while there is also a third, more heterogeneous group that consists of 
scholars of the aforementioned origins that are based in the US –mainly affiliated to 
either educational institutions or international organizations– as well as American 
scholars.   

Regarding the general literature on Sino-Latin American relations, it can be said 
that the major topics that have attracted scholarly attention can be very succinctly 
summarized as dealing with a large variety of topics, ranging from the economic interests 
that justify China’s increasing involvement in Latin America to the different 
opportunities and challenges that this phenomenon implies for different countries in this 
region, as well as the effects it might have in cross-Strait relations between the PRC and 
Taiwan (the evolution of the region from a diplomatic battlefield to one of the scenarios 
of the diplomatic truce) and the implications that increasing Chinese presence in the 
region might have in American foreign policy. 

While conducting the present research, I have benefited enormously from the 
abundant resources available at the libraries of Academia Sinica, the Institute of 
International Resources (IIR) at National Chengchi University, the Center for Latin 
American Trade and Economy Studies (CEECAL) at Chihlee Institute of Technology and 
other Taiwanese institutions, as well as from research material from the Institute of 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                            Chapter 1  
                                                                                                                            China’s Energy Policy  
                                                                                                                         and South-South Cooperation?   

 38 

World Economics and Politics (IWEP, 世界经济与政治研究所) and the Institute of 
Latin American Studies (ILAS, 拉丁美洲研究所) at the Chinese Academy of Social 
Sciences (CASS, 中国社会科学院 ), and from interviews and conversations with 
professors from Peking University and Renmin University. In Brazil, I relied upon 
material obtained from the Ministry of Energy and Mines (MME), Petrobras (巴西石油) 
the University of Brasilia (Instituto de Relações Internacionais), the University of São 
Paulo (in São Paulo, the Instituto de Relações Internacionais –IRI– and Núcleo de 
Pesquisas em Relações Internacionais –NUPRI, and in Ribeirão Preto, the Faculty of 
Economy, Management and Accounting –FEA), the Library of the Federal Senate 
Acadêmico Luiz Viana Filho, research material available at Fundação Getulio Vargas 
(FGV), the Centro de Gestão e Estudos Estratégicos (CGEE) and at the Brazilian 
Sugarcane Industry Association (UNICA, União da Indústria de Cana-de-Açúcar). Lastly, 
in Argentina I relied upon material from the Argentine Institute Oil and Gas Institute 
(IAPG), the Argentine Energy Institute (IAE “General Mosconi”), the Argentine 
Association of Biofuels and Hydrogen (AABH, Asociación Argentina de 
Biocombustibles e Hidrógeno), the library of the University of Buenos Aires and the 
Biblioteca del Congreso de la Nación, among others.  

1.2.1. General Literature on Sino-Latin American Relations 

The major contributions made by the existing literature on Sino-Latin American 
relations include a variety of topics, with the more relevant being the examination of the 
new security and peaceful rise orientations –most notably, the “Go Out” strategy– that 
Chinese foreign policy towards Latin America has received under Presidents Jiang and 
Hu (Teng 2005)137. Different assessments of the success that the PRC has obtained in the 
region seeking diversification through a multilayered diplomatic approach138 highlight 
the role played by the Chinese state in fostering interactions and consider that have 
resulted in the creation of a window of opportunity for China to improve relations with 

                                                      

137 Please refer to Chung-chian Teng, “The New Direction of China’s Foreign Relations in Latin America 
Under the Hu Administration (Hu Jintao Dingdao Xiazhongzhi dui Latingmeizhou Waiwen Guanxi de 
Xinfangxiang)”, in Peace Forum Website – February 2005. 
http://wwww.peaceforum.org.tw/onweb.jsp?webno=3333333305&webitem_no=1152  (accessed April 18, 
2011). 
138 See Chung-chian Teng,“Democracy, Development and China Acquisition of Oil in the Third World,” in 
Dancing with the Dragon: China’s Emergence in the Developing World, ed. Dennis Hickey and Baogang 
Guo (Plymouth, UK: Lexington Books, 2010): 108.  
The “multilayered diplomacy” described by Teng has “presidential diplomacy” at the top layer. It consists 
of the official visits paid by presidents and vice presidents, as well as high ranking official diplomats –such 
as members of the Politburo Standing Committee of the Chinese Communist Party– all of whom have high 
authority and credibility, and thus can “make critical decisions and sign agreements on the award of 
assistance, in exchange for the guarantee of energy resources.” The second level consists of visits paid by 
“high-level officials from the central governmental agencies” –such as the Ministry of Commerce, the 
ministry of Foreign Affairs, the National Development and Reform Commission of the State-owned Assets 
Supervision and Administration Commission– who “coordinate the implementation of policies and 
agreements.” The third layer is represented by officials from China’s NOCs (CNPC, Sinopec, CNOOC), 
state banks and –such as China’s Exim Bank – and other “relevant corporations (such as China’s Space 
Science and Technology Group).  

http://wwww.peaceforum.org.tw/onweb.jsp?webno=3333333305&webitem_no=1152
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Latin America (Teng 2010 139 ; Hsiang 2009 140 ). The visits that reflect the PRC’s 
“Presidential Diplomacy” towards Brazil and Argentina will be examined in detail in 
Chapters 3, 4 and 5 of this study. However, and just to point out the importance they have 
for Sino-Brazilian and Sino-Argentine relations, it should be emphasized that in the 
observed period (2000-2010), several visits by presidents of these countries were paid: 
regarding Sino-Brazilian relations, there have been six visits (three on each side, as 
detailed below), and five in Sino-Argentine relations (two State visits by Chinese 
presidents and three by their Argentine counterparts).  

Visits by Chinese presidents to both countries include the State Visits by 
President Jiang in April 2001 (he had already visited them in November 1993) and 
President Hu in November 2004 (after his first visit a decade before, in 1994) and in 
April 2010 (this visit only included Brazil, just like the schedule followed by then-Vice 
President Xi’s visit in February 2009, with Argentina being omitted in both cases). The 
three presidential visits were reciprocated by an equal number of visits paid by Brazilian 
President Lula (State visits in May 2004 and May 2009, plus another visit in August 2008 
for the Beijing Olympic Games)141 and three State visits made by Argentine Presidents 
de la Rúa in September 2000, Kirchner in June 2004 and –after postponing it in January 
2010– by Fernández de Kirchner in July that year. These visits constitute a clear indicator 
of, on the one hand, the broad and inclusive policy of the Chinese government to secure 
access to energy supply sources in the region, and numerous visits by Chinese and Latin 
American officials underscore the fact that Sino-Brazilian and Sino-Argentine relations 
are being arranged at the highest diplomatic levels of these countries.  

1.2.1.1. Literature on the Role of Complementarity 

The advantages and opportunities that China offers Latin American countries 
(mutually beneficial trade exchanges based on economic complementarity, rather than 
traditional politico-military ties) are considered to clearly outweigh the challenges that 
the PRC also represents for the region, which has grown significantly in recent years to a 
very significant extent fuelled by Chinese demand. (Teng 2007142; Hsiang 2009; Sun 

                                                      

139 Teng,“Democracy, “Development and China Acquisition of Oil in the Third World,” 105-124.   
140 Antonio C. Hsiang, “China rising in Latin America: more opportunities than challenges”, in Journal of 
Emerging Knowledge on Emerging Markets 1, No. 1 (November 2009): 33-47.  
See also Antonio C. Hsiang, “Bush's Policy toward Latin America,” in Orbis 47, No. 1 (Winter 2003):  59–
72. 
141 Having been elected president in October 2010 and sworn-in on January 1, 2011, Dilma Rousseff (羅塞

夫) paid her first State visit to the PRC on April 2011, only a few months after having taken office. 
See: “Visita da Presidenta Dilma Rousseff à China - Pequim, 11 a 13 de abril de 2011” – Ministério das 
Relações Exteriores do Brasil – April 11, 2011.  
http://www.itamaraty.gov.br/sala-de-imprensa/notas-a-imprensa/visita-da-presidenta-dilma-rousseff-a-
china-pequim-11-a-13-de-abril-de-2011-programa-de-imprensa   
142  Chung-chian Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy toward Latin 
America,” in China and the Developing World: Beijing’s Strategy for the Twenty-First Century, ed. J. 
Eisenman, E. Heginbotham and D. Mitchell (Armonk, NY: M. E. Sharpe, 2007): 84-112.  

http://www.itamaraty.gov.br/sala-de-imprensa/notas-a-imprensa/visita-da-presidenta-dilma-rousseff-a-china-pequim-11-a-13-de-abril-de-2011-programa-de-imprensa
http://www.itamaraty.gov.br/sala-de-imprensa/notas-a-imprensa/visita-da-presidenta-dilma-rousseff-a-china-pequim-11-a-13-de-abril-de-2011-programa-de-imprensa


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                            Chapter 1  
                                                                                                                            China’s Energy Policy  
                                                                                                                         and South-South Cooperation?   

 40 

2009143; Devlin, Estevadeordal, and Rodríguez-Clare 2006144; Lederman, Olarreaga and 
Perry 2009145) 

However, some of the implications of the aforementioned complementarity do not 
seem to fully correspond with the South-South cooperation framework that the PRC 
proposes Sino-Latin American relations should be considered in. China’s insistence in 
often identifying itself as a Third World nation who has suffered colonial rule and 
intervention (Teng 2007) seems to downplay its present economic leverage and the 
asymmetry it implies for its relations with Latin America, thus provoking heated debate: 
on the one hand, most Chinese scholars put forward the argument that China’s projected 
image of a “good neighbour” and “responsible rising power” concerned by common, 
peaceful and mutually beneficial development whose terms of trade “are completely 
distinct from colonial antecedents” (Jiang 2011 146 ) and accurately reflects Beijing’s 
South-South agenda for the region (Jiang 2008147; Yan and Sun, 2010148). A minority of 
Latin American scholars seem to agree with this view, although with slight variations – 
such as the concept of a “selective and hierarchical South-South cooperation” based on 
the greater economic or political leverage (“expressão”) that certain actors –which are 
“emerging powers and/or regional powers”– have vis-à-vis others (de Oliveira 2012149). 

On the other hand, a significant number of scholars –mostly Latin American, but 
also Chinese presenting an “alternative” view150– have hold a different view, claiming 
that the asymmetry between these countries (Domínguez 2006 151) and trade patterns 
among them would show that, as a matter of fact,  relations resemble more of “North-
                                                      

143 Sun Hongbo, “Oil and Gas Cooperation between China and Latin America: opportunities, obstacles and 
countermeasures [Zhongguo yu Lamei Youqi de Jiyu, Zhangai he Duice]” in International Petroleum 
Economics (Guoji Shiyou Jingji) (March 2009): 18-26; “Zhongguo yu Lamei youqi hezuo: zhanlue rongru 
yu yewu chengzhang”, in International Petroleum Economics (Guoji Shiyou Jingji) (January-February 
2011): 72-77, 83. 
144  Robert Devlin, Antoni Estevadeordal, and Andrés Rodríguez-Clare, The Emergence of China: 
opportunities and challenges for Latin America and the Caribbean (Washington, D.C.: Inter-American 
Development Bank, 2006); Devlin et al., “What Does China Mean for Latin America?”, in Enter the 
Dragon?: China's Presence in Latin America, ed. C. Arnson et al. (Washington, D.C.: Woodrow Wilson 
International Center for Scholars, 2007): 3-8. 
145 Daniel Lederman, Marcelo Olarreaga and Guillermo E. Perry, China’s and India’s Challenge to Latin 
America: Opportunity or Threat? (Washington, DC: The World Bank, 2009).  
146 Shixue Jiang, “Ten Key Questions”, in China Engages Latin America: Tracing the Trajectory, ed. 
Adrian H. Hearn and José Luis León-Manríquez  (Boulder, CO: Lynne Rienner, 2011): 51-66.  
147 Shixue Jiang, “The Chinese Foreign Policy Perspective”, in China’s Expansion into the Western 
Hemisphere: implications for Latin America and the United States, ed. Riordan Roett and Paz, Guadalupe 
(Washington, DC: Brookings Institution Press, 2008): 27-43.  
148 Yan Jin and Hongbo Sun, “Sino-Latin American Cooperation: Opportunities vs. Obstacles (Zhong-La 
Hezuo: Jiyu vs. Zhang Ai)”, in China Petrochem (Zhongguo Shiyou Shihua) 2 (January 2010): 42-43.  
149  Henrique Altemani de Oliveira, Brasil e China: Cooperação Sul-Sul e parceria estratégica (Belo 
Horizonte: Fino Traço Editora, 2012) 
150 Lanxin Xiang, “An alternative Chinese View”, in China’s Expansion into the Western Hemisphere: 
implications for Latin America and the United States, ed. Riordan Roett and Guadalupe Paz (Washington, 
DC: Brookings Institution Press, 2008): 54, 44-58. 
151 Jorge Domínguez, China’s Relations with Latin America: Shared Gains, Asymmetric Hopes (Boston: 
Inter-American Dialogue Working Paper, 2006)  
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South” exchanges in which one party imports mainly –if not exclusively– raw materials 
and commodities from the other, while exports manufactured and industrial products to it 
(González 2008152; Ricupero 2009153; Oviedo 2010154; Dessell Peters 2011155; Dussel 
Peters, Jenkins and Mesquita Moreira 2008 156; Gallagher and Porzencanski 2010157; 
Malena 2011158; Arnson and Davidow, 2007159 and 2011160; Hirst 2008161) with authors 
pointing out that these patterns apply even to countries with which the PRC has 
established “strategic partnerships” –like Brazil (Tavares Maciel and Kedal 2011162) and 
Argentina (Oviedo 2010)– and emphasizing that China has good reasons not to consider a 
“partner” as an “equal in strategic power and economic strength” (Ricupero 2009)– and 
warning that precautions must be taken in order to endure that “China’s win-win 
arrangements don’t just mean that China wins twice” (Myers 2011163).  

In this regard, it has been pointed out that the increasingly important role that 
China will have for Latin America –a region where the PRC “is on the rise, but has not 
yet risen” (Teng 2007)– will further deepen its conception of Latin American countries as 
a source of supplies (petroleum, foodstuff, minerals and other raw materials) that allows 
China to minimize disruption risks by diversifying its providers (Teng 2007; Altemani de 
                                                      

152 Francisco González, “Latin America in the Economic Equation–Winners and Losers: What can Losers 
Do?”, in China’s Expansion into the Western Hemisphere: implications for Latin America and the United 
States, ed. R. Roett and G. Paz (Washington, DC: Brookings Institution Press, 2008): 148-169. 
153  R. Ricupero, “China-Brasil, relação assimétrica”, Folha de São Paulo, May 24, 2009. 
http://www1.folha.uol.com.br/fsp/dinheiro/fi2405200903.htm (accessed May 3, 2009).    
154 Eduardo D. Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010 
(Buenos Aires: Dunken, 2010) 
See also Eduardo D. Oviedo, “Argentina Facing China: Modernization, Interests and Economic Relations 
Model” in East Asia 30, No. 1 (March 2013): 7-34 
http://link.springer.com/article/10.1007/s12140-012-9184-1/fulltext.html  
155 Enrique Dussel Peters, “China’s Challenge to Latin American Development”, in China Engages Latin 
America: Tracing the Trajectory, ed. Adrian H. Hearn and José Luis León-Manríquez  (Boulder, CO: 
Lynne Rienner, 2011): 91-102. 
156 Enrique Dussel Peters, Rhys Jenkins and Mauricio Mesquita Moreira, “The Impact of China on Latin 
America and the Caribbean”, in World Development 36, No. 2 (2008): 235-253. 
157  Kevin Gallagher and Roberto Porzecanski, “China and the Future of Latin American Economic 
Development,” in The Oxford Handbook of Latin American Economics, ed. Ocampo, José Antonio, and 
Ros, Jaime (New York, NY: Oxford University Press, 2011) 
158 Jorge E. Malena, “China and Argentina: Beyond the Quest for Natural Resources”, in China Engages 
Latin America: Tracing the Trajectory, ed. Adrian H. Hearn and José Luis León-Manríquez  (Boulder, CO: 
Lynne Rienner, 2011): 257-280. 
159  Cynthia J. Arnson and Jeffrey Davidow, Enter the Dragon?: China's Presence in Latin America 
(Washington, D.C.: Woodrow Wilson International Center for Scholars, 2007). 
160 Ibid.   
161  Monica Hirst, “A South-South Perspective”, in China’s Expansion into the Western Hemisphere: 
implications for Latin America and the United States, ed. Riordan Roett and Paz, Guadalupe (Washington, 
DC: Brookings Institution Press, 2008): 90-110. 
162  Rodrigo Tavarez Maciel and Dani K. Nedal, “China and Brazil: Two Trajectories of a Strategic 
Partnership”, in China Engages Latin America: Tracing the Trajectory, ed. Adrian H. Hearn and José Luis 
León-Manríquez  (Boulder, CO: Lynne Rienner, 2011): 235-256. 
163  Margaret Myers, Kirk Sherr and Roger Tissot, “How Is China Changing Latin America's Energy 
Sector?”, Inter-American Dialogue, July 22, 2011.   
http://www.thedialogue.org/page.cfm?pageID=32&pubID=2710 (accessed July 23, 2011). 
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Oliveira 2012, Ellis 2009164). It has also been highlighted that, when attempts to add 
value to their products are made by Latin American countries, tensions with the PRC 
might be created unless special attention is paid to policy coordination processes (Oviedo 
2010). The “over-exaggeration” of economic optimism and political pessimism about the 
implications of Chinese involvement in the region has been pointed out by Jenkins 
(Jenkins 2010165). 

1.2.1.2. Literature on China’s Model of Economic Development as an Alternative  

A significant number of authors regard the PRC as offering an attractive 
alternative model for Latin American economic development, a region that has received 
special attention in recent years and where China has made steady progress in, while 
avoiding being perceived as antagonizing or challenging US hegemony (Hsiang 2003, 
2006 and 2009; Teng 2010, Li 2011166; Stallings 2008167), taking advantage of the fact 
that the Bush and Obama administrations have been largely focused on the Middle East 
(Watson 2011168; Vigevani and Cepaluni, 2009169). An interesting point has been made 
by Paz by highlighting that the US-China dialogue on Latin America –which started in 
2006, just before the first State visit that Hu Jintao paid to the US (and which had Seattle, 
not Washington, as its first stop)170–  can be considered to be an “extraordinary process” 
full of symbolic value, in which “the US is giving China ‘peer-status treatment’ in a 
region that it has considered of vital interest since the Monroe Doctrine in 1823”, in an 
attempt “not to stop or contain all Chinese initiatives in the region but to shape them.” 
(Paz 2012171) The triangular nature of US-China-Latin American relations have been 
examined by a number of scholars, with most analyses highlighting the asymmetry 
between these actors and the rather obvious fact that this conception does not accurately 
described all the actors involved (Tokatlian 2007172, Stallings 2008, Ellis 2012173). 

                                                      

164 R. Evan Ellis, China in Latin America: The Whats and Wherefores (Lynne Rienner Publishers, 2009).  
165 Rhys Jenkins, “China’s Global Expansion and Latin America”, in Journal of Latin American Studies 42 
(2010): 809-817.  
166 He Li, “Sino-Latin American Relations and Its Implications”, lecture delivered at the International 
Conference “El Futuro de las Relaciones entre Asia y América Latina”, Center for Latin American Trade 
and Economy Studies, Chihlee Institute of Technology, Taipei, Taiwan, April 13, 2011. 
167 Barbara Stallings, “The U.S.-China-Latin America Triangle: Implications for the Future”, in China’s 
Expansion into the Western Hemisphere: implications for Latin America and the United States, ed. Riordan 
Roett and Paz, Guadalupe (Washington, DC: Brookings Institution Press, 2008): 239-260.  
168 Cynthia A. Watson, “The Obama Administration, Latin America and the Middle Kingdom”, in China 
Engages Latin America: Tracing the Trajectory, ed. A. H. Hearn and J.L. León-Manríquez  (Boulder, CO: 
Lynne Rienner, 2011): 103-116. 
169 Tullo Vigevani and Gabriel Cepaluni, Brazilian Foreign Policy in Changing Times: the Quest for 
Autonomy from Sarney to Lula (Plymouth, UK: Lexington Books, 2009) 
170 “President Hu arrives in Seattle for US visit”– Embassy of the People’s Republic of China in the United 
States of America – April 25, 2006.  
http://www.china-embassy.org/eng/zmgx/t248787.htm  
171 Gonzalo S. Paz, “China, United States and Hegemonic Challenge in Latin America: An Overview and 
Some Lessons from Previous Instances of Hegemonic Challenge in the Region”, in The China Quarterly 
209 (March 2012): 18-34. 
172 Juan Gabriel Tokatlian, “Latin America, China and the United States: a Hopeful Dialogue”, in Open 
Democracy (February 9, 2007).  
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The attractiveness that the alternative Chinese model of development offers to 
Latin American governments can be attributed to the state-led development strategy 
(Teng 2010) and the strong tendency of a good number of them to favour strong state 
intervention to guide economic development (Li 2007), with emphasis being put on the 
long record of authoritarian regimes in the region (Li 2008 and 2011). When Chinese 
investment is being negotiated and decided, no political expectations or demands are 
taken into consideration (Tissot 2009174).  

1.2.1.3. Literature on Diplomatic and Political Aspects 

The existing literature on Sino-Latin American relations also shows how the 
region has, in recent years, evolved from being considered as a “diplomatic battlefield” 
for China and Taiwan rivalry (Li 2005175)–due to the large number of diplomatic allies 
that the ROC has in the region, which explain Taiwanese economic integration strategies 
and regional trade agreements– to offer ground for the “diplomatic truce” and the 
“flexible diplomacy” implemented by the Nationalistic (KMT) government upon taking 
office in 2008 (a year after Costa Rica switched recognition in 2007 under the previous 
pro-independence administration) (Chyou 2007 and 2010176; Hsiang 2009 and 2010177; 
Jiang 2011). In this regard, it has been noted that “diplomatically, the Taiwan issue has 
yet to be resolved” (Jiang 2007) but that “with the current leadership in Taiwan refraining 
from seeking formal independence from the mainland”, Beijing is more confident that 
peace can be maintained across the Taiwan Strait. 178 The transfer of the canal from 
American to Panamenian hands, being Panama another ally of Taiwan, had also attracted 
scholarly attention (Chyou, 2000), and the relevance of the issue becomes particularly 
evident towards the end of the observed period, when China became the most important 
single user of the Canal. An examination of the PRC’s policy toward Latin America as 
focused on the role of the Forum for East Asia-Latin American Cooperation (FEALAC, 
東亞拉美合作會議) as a new platform for diplomatic strategy has also been conducted 
by Chyou (Chyou 2008). One last aspect that is also relevant in this regard is the analysis 
of certain features of Latin American politics that can be done at the light of the 
functioning of the Taiwanese political system: scholarly attention has been paid to the 
political evolution of one-party-dominant system towards a divided government in 
                                                                                                                                                              

http://www.udesa.edu.ar/files/UAHumanidades/ARTICULOS/90207toka2.htm  
173 R. Evan Ellis, “The United States, Latin America and China: a Triangular Relationship?”, IAD Working 
Paper (Washington, DC: Inter-American Dialogue, 2012): 1-14.  
174 Roger Tissot, “Energy Security in Latin America”, in Energy and the Transformation of International 
Relations: toward a New Producer-Consumer Framework, ed. Andreas Wenger, Robert Orttung, Jeronim 
Perovic (New York, NY: Oxford University Press, 2009): 184-215.  
175 He Li, “Rivalry between Taiwan and the PRC in Latin America,” in Journal of Chinese Political 
Science 10, No. 2 (Fall 2005): 77-102. 
176 Ren-rang Chyou, “Estrategias diplomáticas en torno al FOCALAE: naciente plataforma para la Política 
Latinoamericana de China Popular,” in Estrategias diplomáticas en torno al FOCALAE: naciente 
plataforma para la Política Latinoamericana de China Popular 2, no. 3 (2008): 101-129. 
177 Antonio C. Hsiang and Jerome S. Hsiang, “Democratic peace across the Taiwan Strait”, in Greater 
China in an era of globalization, ed. Sujian Guo and Baogang Guo (Plymouth, UK: Lexington Books, 
2010).   
178 Jisi Wang, “China’s search for a Grand Strategy”, in Foreign Affairs 90, no. 2 (March-April 2011): 76. 
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specific Latin American countries, in case studies analyses from which lessons about 
balance of power tilting towards the legislative branch to the detriment of the executive 
power and eventually resulting in stalemate and deadlock can be drawn (Yu 2007179). 

1.2.2. Specific Literature on Energy in Sino-Latin American Relations  

 With regard to the specific literature, the implications of China’s energy security 
and policy for Latin America is considerably scarcer, just like the number of authors 
examining the region as a provider of petroleum-based energy sources to the PRC. 
However, these approaches do not explicitly or in detail account for the role that Latin 
American bio-energy can play as a complementary and/or alternative resource with 
which supply China’s energy needs. This study distinguishes between first, the analysis 
of China energy policy that has been done on the issue –both on a more general approach 
to the PRC’s energy policy (Andrews-Speed, Liao, and Dannreuther, 2002180; Andrews-
Speed 2009 181 , 2011 182  and 2013 183 ; Xu 2011 184 ; among others) and with special 
emphasis on China’s international petroleum policy (Kong 2010185; Lim 2010186) and on 
trends on Chinese renewable energy policy (Lee 2012187)– and, second, the work on 
Sino-Latin American energy relations that reflect the perspectives of scholars, consultants 
and officials from both sides on the matter (Sun 2009 188  and 2011 189 ; Teng 2010; 
Campodónico 2011190; Dias Leite 2009191; Paz 2011192; Alves 2013193; Palacios 2008194) 

                                                      

179 Sophia Hsiao-Yun Yu, “Interaction between President Fox and the Congress after the First Political 
Power Turnover in Mexico, 2000-2005,” in Taiwan Journal of Democracy 3, no. 2 (2007): 151-177.  
180 Philip Andrews-Speed, Xuanli Liao and Roland Dannreuther, The Strategic Implications of China’s 
Energy Needs (New York: Oxford University Press, 2002) 
181 Philip Andrews-Speed , “China’s Ongoing Energy Efficiency Drive: Origins, Progress, and Prospects”, 
in  Energy Policy 37 (2009): 1331-1344  
182 Philip Andrews-Speed and Roland Dannreuther, China, Oil and Global Politics (London: Routledge, 
2011)  
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at the Institute of International and European Affairs (IIEA) on April 10, 2013.   
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Multilateralism and International Organizations 17, No. 2 (April-June 2011): 161-165 
185 Bo Kong, China's International Petroleum Policy (Santa Barbara, CA: Praeger, 2010)    
186 Lim Tai Wei, Oil in China: from Self-Reliance to Internationalization (Singapore: World Scientific 
Publishing, 2010) 
187 Hungwai Lee, Analyzing the Influence of Major Actors in China’s Renewable Energy Policy Process as 
a Means of Predicting Future Chinese Renewable Energy Policy Trends (Michigan: University of 
Michigan, 2012) 
188 Hongbo Sun, “Oil and Gas Cooperation between China and Latin America: opportunities, obstacles and 
countermeasures [Zhongguo yu Lamei Youqi de Jiyu, Zhangai he Duice]” in International Petroleum 
Economics (Guoji Shiyou Jingji) (March 2009): 18-26; “Zhongguo yu Lamei youqi hezuo: zhanlue rongru 
yu yewu chengzhang”, in International Petroleum Economics (Guoji Shiyou Jingji) (January-February 
2011): 72-77, 83. 
189 Hongbo Sun, “Chinese NOCs Should Bet on Latin America [Zhongguo youqi ying ‘jiama’ Lamei]”, in 
China Petrochem (Zhongguo Shiyou Shihua) 7 (April 2011): 44-45. 
190 Humberto Campodónico, “An Energy Panorama of Latin America”, in The Oxford Handbook of Latin 
American Economics, ed. Ocampo, José Antonio, and Ros, Jaime (New York, NY: Oxford University Press, 
2011): 636-658.   
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Among the topics covered in the latter are both traditional and renewable energy 
resources: from the importance that, from the PRC perspective, has Latin America in 
terms of energy exports (of both fossil and renewable resources), Sino-Latin American 
energy cooperation, oil-backed loans and equity oil, and the increasing attractiveness of 
the region for Chinese NOCs.  

1.2.2.1. China’s Reliance on Imported Energy 

Andrews Speed et al. emphasize the change in China’s energy balance, noting 
that the main threat of the PRC’s growing dependence on imports is to its own domestic 
stability (a point also highlighted by Kong), since energy is needed for economic growth 
and this for social and political stability. The authors note that China, which had 
traditionally enjoyed of energy self-sufficiency and was a net exporter of oil in the early 
1990s, has become an “energy importing country” since then. An interesting point 
emphasized by the authors is that the main problem faced by the PRC is that its “shortfall 
is not caused by an absolute shortage of primary energy resources, but from a shortage of 
energy in the forms required.”195  China suffers from an oil deficit, with aging oilfields 
and declining production, and they consider that the PRC became a net importer of oil in 
1995 (Andrews-Speed, Liao, and Dannreuther 2002196, although it is almost unanimously 
considered that this happened in 1993, as also pointed out by Liao in 2013197). They 
examine the strategic orientation (and not a “market approach”) in China’s energy 
security policy and the role of Chinese national oil companies, fostering investment in 
overseas oil projects.  

In this regard, it has been pointed out that the NOCs’ ambitions conform with the 
Chinese government’s “Go out” strategy”, which also expects the NOCs to further 
develop themselves abroad by competing with foreign oil multinationals. “The bid for an 
oil block in Thailand by CNPC in 1993 signalled the initial step taken by the Chinese oil 
companies to go abroad.” (Chen 2008198).  

This study points out that it was also in 1993 that China National Petroleum 
Corporation (CNPC) won the tender to develop Block 7 of the Talara oilfield in Perú, 
                                                                                                                                                              

191 Antonio Dias Leite, Energy in Brazil: towards a Renewable Energy Dominated System (Sterling, VA: 
Earthscan, 2009)  
192 Gonzalo S. Paz, “China and Venezuela: Oil, technology, and Socialism”, in China Engages Latin 
America: Tracing the Trajectory, ed. Adrian H. Hearn and José Luis León-Manríquez  (Boulder, CO: 
Lynne Rienner, 2011): 221-234. 
193 Ana Cristina Alves, “Chinese Economic Statecraft: a Comparative Study of China’s Oil-backed Loans 
in Angola and Brazil”, in Journal of Current Chinese Affairs 42, No. 1: 99-130.  
194 Luisa Palacios, “Latin America as China’s Energy Supplier”, in China’s Expansion into the Western 
Hemisphere: implications for Latin America and the United States, ed. Riordan Roett and Paz, Guadalupe 
(Washington, DC: Brookings Institution Press, 2008): 170-192. 
195 Andrews-Speed et al., The Strategic Implications of China’s Energy Needs, 11, 13. 
196 Ibid.  
197 Xuanli Liao, “Chinese Energy Policy: Domestic Issues and International Challenges”, lecture delivered 
at the College of International Affairs, National Chengchi University (NCCU), Taiwan, April 12, 2013. 
198 Shaofeng Chen, “China’s Outward FDI and Energy Security”, EAI Working Paper No. 143 (2008): 3-4. 
www.eai.nus.edu.sg/EWP143.pdf  
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thus making Latin America is the first region in which CNPC entered for international 
oil and gas operation –twenty years ago at the time of writing.199 It was also in November 
this year that the strategic partnership with Brazil was established (Argentina would 
follow suit in 2004), reflecting the strategic approach adopted by the Chinese government 
to enhance political links with energy exporters to reduce probability of disruption, in the 
words of Andrews Speed et al.   

Along the same lines, Xu offers a deep and insightful analysis of the changes that 
the world’s oil sector is undergoing, and gives special attention to the increasingly 
relevant role that China (which he refers to as the “petro-dragon”) is playing in its 
worldwide quest for “stable” energy sources from strategic hydrocarbon suppliers (Xu 
2011). In this regard, it could be added that Latin America is a more stable and less 
problematic region that more traditional suppliers of the PRC (such as countries located 
in the Middle East and in Africa). In his analysis, Xu prioritizes the geopolitical 
evaluation of these phenomena and makes a historical examination of the roots of the 
solutions that have been adopted for the described problems, taking into consideration 
patterns of regional linkages and interactions, as well as their repercussions and 
implications on China and on the world. 

1.2.2.2. Literature on Chinese NOCs: Domestic Constraints and Global Expansion  

The role of Chinese NOCs in China’s international petroleum policy it analyzed 
by Kong in a deep and comprehensive analysis, pointing out that delivering growth is a 
“political, rather than economic proposition in China” (Kong, 2010 200 ). This author 
points out the limitations of Chinese domestic energy reserves, noting that China is 
increasingly dependent upon foreign oil –defining import dependence as “a permanent 
feature of China’s petroleum economy”, to argue that the PRC’s “economic growth and, 
by extension, the legitimacy and stability of its political regime all hinge on uninterrupted 
access to foreign oil.” In this regard, Sun has emphasized that Latin America is an 
increasingly attractive region for Chinese NOCs (Sun 2011201), Brazil in particular. The 
present research points out that, although Latin America is less endowed with fossil fuels 
than the Middle East, it has the advantage that it is comparatively much more stable than 
the Middle East.  

Given the geopolitical implications that the presence of Chinese NOCs in Latin 
America would have, Kong distinguishes between two aspects of China’s active 
petroleum diplomacy for cooperative security: on the positive side, it aims to enhance 
China’s petroleum security –noting that South America is an area that has a “much better 
track record of exploration” than China, while the negative aspect consists on the fact that 
it risks pulling China into a strategic rivalry with other major oil-consuming nations over 
access to petroleum resources. Thus, he argues that “China is mindful of US interests in 
places where the US has a high stake,” since neither the NOCs nor the Chinese 
                                                      

199 “2013: the 20th year of CNPC’s presence in Latin America” – China National Petroleum Corporation. 
http://www.cnpc.com.cn/en/press/Features/Interview_Q1.shtml (accessed March 2, 2013).  
200 Bo Kong, China's International Petroleum Policy (Santa Barbara, CA: Praeger, 2010) 
201 Sun, “Chinese NOCs Should Bet on Latin America [Zhongguo youqi ying ‘jiama’ Lamei]”, 44-45. 
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government want to present a challenge to the US. The author notes that “despite some 
concerns about Chinese oil investments in Latin America in the United States, the actual 
volume of Chinese investments is small, accounting for only 6.5% of total Chinese 
overseas petroleum investment”, which is concentrated in Central Asia, Africa and the 
Middle East, and unevenly distributed (for instance, in Latin America, in Venezuela) 
(Kong 2010). 

Kong makes an interesting point by arguing that, due to the “strong industry, 
weak government” pattern that since the 1970s has existed in the PRC –after the failure 
of the central government’s attempt to re-structure its energy governance architecture in 
2008, the Chinese government has very limited control over the excessively-autonomous 
NOCs and that, at times, the “reckless” behavior of the NOCs has been a cause of 
concern for the Chinese Ministry of Foreign Affairs. This author points out that, being 
late comers to the global stage, the NOCs are active in regions such as Asia, Africa and 
Latin America, where they are perceived as suffering from “unprincipled behavior” 
(towards the environment, transparency, or community development), as well as bribery 
practices, and as “representing China’s neo-mercantilism and neo-colonialism”, with the 
underlying logic being that because they are state-owned, they are perceived to represent 
the state.  

Kong also points out that the global expansion of the NOCs –like, for instance, in 
Latin America– will be like “a symphony without a conductor”: they will compete as 
much as they collaborate among themselves”, with “collaboration” being driven by 
necessity and “coordination” will be rare. The author points out that the NOCs will 
gradually acquire the know-how that is primarily possessed by leading international oil 
companies, such as deep water drilling. In this regard, this study underscores that 
Petrobras, the Brazilian NOC, is widely considered to the world leader in ultra deep water 
drilling, having set the Brazilian record of drilling depth in 2005 with “a sloped well that 
reached 6,915 meters beyond the bottom of the sea,”202 in the Santos Basin. This study 
highlights that, as it can be seen, a good number of factors –domestic imperatives, energy 
cooperation prospects (Pan, Che and Li 2011203), developmental incentives, favourable 
international environment –or, at least, perceived as such)– seem to converge to push 
NOCs to expand in South America.  

1.2.2.3. Literature on Economic Growth, Environmental Sustainability & Renewable 
Energy 

The interconnections between China’s energy security, sustainable economic 
growth and social development and environmental protection have received considerable 
scholarly attention, with Wang pointing out that these are some of the “issue-oriented” 
                                                      

202 “Our History-2005” – Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ 
203 Xiping Pan, Changbo Che, Fubing Li, “A Forecast of Energy Collaboration Between China and the 
Latin America Region [Wo guo yu Lamei diqu guojia nengyuan hezuo zhanwang]”, in China Mining 
Magazine [Zhongguo Kuangye] 20, no. 5 (May 2011): 13-15.  
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functional focuses that China’s “new grand strategy” should take into serious 
consideration.204 Along the same line, the implications of environmental problems caused 
by the PRC’s high carbon dioxide emissions on China’s national security and economic 
development –such as the deterioration of air quality, soil degradation, water shortages, 
instable agricultural production and desertification have been examined by Tsai and 
Hung (2008205 and 2012206). It is also noteworthy that, according to Viola et al. and in 
terms of environment and climate change, China and the US are –together with the EU– 
“superpowers” –which, combined, account for 47% of the global carbon emissions, while 
Brazil would be a “bog power” and Argentina a “middle” power.207 

Regarding the benefits of clean energy sources (such as biofuels), this study 
suggests that the transference of Brazilian technology for the production of cellulosic 
ethanol and flex-fuel208 engines in China is a possibility that deserves to be considered, 
since Brazilian and Argentine liquid biofuels production could respond to some of the 
Chinese transportation sector’s needs. 209  In this regard, Sun notes that Sino-Latin 
American energy cooperation offers more opportunities than obstacles to all parties (Sun 
2009210 and 2011).  

The close links between biofuels, environmental sustainability and rising oil (and 
food) prices are examined by Fava Neves, who argues that China will need to expand 
biofuel production and usage towards a cleaner environment. As these biofuels can be 
produced in Brazil –and, this study argues, also in Argentina, given that both countries 
are worldwide top producers and exporters– Neves emphasizes that Brazil can help China 

                                                      

204 Wang, “China’s Search for a Grand Strategy”, 74-75. 
205 Tung-Chie Tsai and Ming-Te Hung, “Meiguo Quanqui Huanjing Zhengce zhi Guojia Liyi Denxi: 
Jianlun Mei-Zhong Shuangbian Hudong (Analysis for the National Interest in US Global Environment 
Policy and the interaction between US and China),” in Prospect and Exploration 6, No. 6 (2008): 69-82. 
206 Tung-Chie Tsai and Ming-Te Hung, “Dilemma of Choice: China’s Response to Climate Change,” in 
Revista Brasileira de Política Internacional, 55 (Special Issue2012.): 104-124. 
http://www.scielo.br/scielo.php?pid=S0034-73292012000300007&script=sci_arttext 
207  Eduardo Viola, M. Franchini, and T. Lemos Ribeiro, Sistema Internacional de Hegemonia 
Conservadora: Governança Global e Democracia na Era da Crise Climática (São Paulo: Annablumme, 
2013).  
208 Flexible fuel vehicles (FFVs) are designed to run on gasoline or a blend of up to 85% ethanol (E85) in 
the US, but in Brazil –the world’s second largest producer of ethanol fuel and the world's largest exporter– 
most cars have engines that are “total flex” (E100), capable of running on any blend of gasoline and ethanol. 
In Argentina, the world’s largest exporter of soybean biodiesel and mixes 7% (E7) of the fuel with regular 
diesel. See: “Flexible fuel vehicles” – US Department of Energy. 
http://www.fueleconomy.gov/feg/flextech.shtml  
209  ECLAC, Renewable Energy Sources in Latin America and the Caribbean: Situation and Policy 
Proposals (Santiago, Chile: ECLAC, 2004): 33-37. 
http://www.eclac.org/publicaciones/xml/1/14981/Lcl2132i_s.pdf 
210  Sun, “Oil and Gas Cooperation between China and Latin America: opportunities, obstacles and 
countermeasures [Zhongguo yu Lamei Youqi de Jiyu, Zhangai he Duice]”, 72-77, 83. 

http://www.scielo.br/scielo.php?pid=S0034-73292012000300007&script=sci_arttext
http://www.fueleconomy.gov/feg/flextech.shtml
http://www.eclac.org/publicaciones/xml/1/14981/Lcl2132i_s.pdf
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alleviate its environmental concerns by being the most important partner to supply 
biofuels to China (Neves 2012211).  

As regards the problematic environmental situation in China, Neves quotes 
Aston’s observation that less than 5% of the Chinese urban population have access to air 
with European safety standards. (Aston 2009). Neves notes that, in China, 65% of total 
pollutants comes from auto emissions, and notes that, according to Liu, the PRC had 65 
million cars running in 2008 and is expected to have 150 million by 2020, consuming 250 
million tons of gas/year (Liu 2009212). 

As it is further examined throughout Chapters 1 to 5 of this study, biofuels are a 
renewable, environmentally-friendly, less polluting energy resource that contribute to 
reduce greenhouse gasses emissions. In this regard, Neves argues that Brazil is a net 
producer and exporter of sugar cane-based ethanol, the “most efficient biofuel”, which is 
used as E100 and E25 (100% ethanol cars and a blend of 25% ethanol in gasoline). This 
is explored in further detail in Chapter 4.  

As aforementioned, Neves emphasizes that Brazil can help China alleviate its 
environmental concerns. The Brazilian ethanol program is an important reason that 
explains that the country has one of the cleanest energy matrixes in the world: 90 percent 
of all Brazilian new cars are flex fuel, and of the fuel consumed in the country, ethanol 
has 52 percent against 48 percent of gasoline. By 2015, 80 percent of the internal market 
of fuels will be ethanol, produced in a sustainable way, from sugar cane. The area used to 
supply 52 percent of ethanol corresponds to only 1% of the arable land as of 2012.  

Therefore, it is clear that biofuels offer interesting opportunities to add ethanol in 
Chinese gasoline (E5-E15 percent), contributing to a strong reduction of pollution in 
China (where 65% of total pollutants comes from auto emissions). As explained in 
Chapter 3 of this study, ethanol production is dominated by the Chinese government, 
which has made it mandatory to blend 10% of ethanol with petrol (E-10) only in certain 
cities and in certain provinces (all of which are major grain producers), but not all. For 
the purposes of this study, it is worth noting that these are “pilot projects” that might be 
implemented at the national level in the future, as pointed out by a number of 
interviewees who, nevertheless, considered premature to make a forecast.  

According to an October 2012 Policy Research Working Paper produced by the 
Environment and Energy Team of the Development Research Group at the World Bank, 
entitled “Development of Biofuels in China”213, among these cities are three prefecture-
level cities in the North-Western province of Henan (河南), namely Zhengzhou (郑州, or

                                                      

211 Marcos Fava Neves, “Review: The food business, environment and the role of China and Brazil building 
a ‘food bridge’”, in Emerald Insight Journal (January 2010). 
http://english.unica.com.br/opiniao/show.asp?msgCode={960C93B8-615B-4F1F-9E4B-20B94D984289} 
212 Xinlian Liu, “In the name of green”, Beijing Review, May 21, 2009.  
http://www.bjreview.com.cn/print/txt/2009-05/17/content_196490.htm  
213 Shiyan Chang, Lili Zhao, Govinda R. Timilsina and Xiliand Zhang, “Development of Biofuels in 
China”, Policy Research Working Paper 624 (Washington, DC: World Bank, 2012): 4-5.  

http://english.unica.com.br/opiniao/show.asp?msgCode=%7b960C93B8-615B-4F1F-9E4B-20B94D984289%7d
http://www.bjreview.com.cn/print/txt/2009-05/17/content_196490.htm
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鄭州, capital of the province, a prefecture-level city that  has been defined as one of 
China’s “emerging megalopolises”)214, Luoyang (洛阳, or洛陽), and Nanyang (南阳, or 
南陽) and two cities of the North-eastern province of Heilongjiang (黑龙江省, or 黑龍江

省, one of the richest provinces in China in terms of energy, mining and agricultural 
resources) the capital, Harbin (哈尔滨, or 哈爾濱, a sub-provincial city) and Zhaodong 
(肇东, or 肇東, a county-level city).  

Fava Neves points out the significant rise that oil prices have had experienced in 
recent year, highlighting the impacting production and transport costs and noting that oil 
is not only used for transportation but also in several other industries, such as plastics, 
that have increased consumption. If oil price remains stable (around US$ 70-80 a barrel), 
and especially if prices go up again, biofuels projects have better possibilities to gain 
economic incentives, increasing pressure for land in the case of corn and other grains.  

As regards the food-security and energy-security concerns, Neves presents 
evidence against the argument that attacks biofuels based on such concern, pointing out 
that biofuels can be totally produced in a sustainable way. Based on the analysis of case 
of Brazil, the author notes that ethanol has been produced for more than 35 years, in 3.5 
million hectares of cane, using only 1% of Brazil’s arable land and supplying 52% of fuel 
transport consumption, with no impact on food production. In particular, the State of Sao 
Paulo (the major area of sugar cane growth) in the last ten years shows that it is possible 
to combine food production and biofuels together. This study notes that this 
combination would be possible in Brazil and in Argentina, but unlikely in China.   

He emphasizes that the global development of biofuels should give priority to 
crops that have better yields for biofuels and do not compete with food chain. He 
highlights that the energy balance of sugar cane-based Brazilian ethanol is almost seven 
times better than ethanol produced from corn, like in the US. (Neves et al. 2009215) 
Another great opportunity for cooperation among these countries is to have common 
investments: Brazil lacks resources for investment, and it is in this regard that China 
may help Brazil by investing in logistics, which are still a huge concern, mostly in grain 
production areas, resulting in increases in the cost of commodities. There are investment 
opportunities in roads, ports, airports, storage capacity, pipelines for ethanol, and several 

                                                      

214 In July 2012, a report by the Economist Intelligence Unit pointed out that “China will see its number of 
megalopolises grow from 3 in 2000 to 13 in 2020.” Zhengzhou was included in the list as one of the “13 
emerging megacities or megalopolises in China.” For the purposes of this research, it is important to 
highlight that this justifies in part the focus being paid to the energy needs that the transportation sector in 
China is already facing and which it will only further deepen in the next few years, and the role that oil and 
biofuels could play with regard to it. See: “Supersized cities: China’s 13 megalopolises”, The Economist, 
July 2012.  
https://www.eiu.com/public/topical_report.aspx?campaignid=Megalopolis2012   
215  Marcos Fava Neves, Mairun Junqueira Alves Pinto and Marco Antonio Conejero, “Transnational 
companies investments in Brazilian agribusiness and agriculture: the case of sugar cane United Nations 
Conference on Trade and Development UNCTAD”, World Investment Report 2009 (Geneva: UNCTAD, 
2009)  
www.unctad.org/Templates/Page.asp?intItemID¼1465&lang=1 

https://www.eiu.com/public/topical_report.aspx?campaignid=Megalopolis2012
http://www.unctad.org/Templates/Page.asp?intItemID%C2%BC1465&lang=1
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other investments in infrastructure. In short, Neves points out that, besides having funds 
to invest, China also has technology, scale and expertise that are both attractive and 
useful for Brazilian development. As this study notes, that would be a truly win-win 
situation.  

In her study about the renewable energy (可再生能源) industry in China and the 
2005 Renewable Energy Law (amended in 2009) 216 , Lee points out that it is a 
“fascinating” research area, mainly because China has become the largest greenhouse gas 
emitter in the world and hence the largest contributor to climate change in the global 
commons, while at the same time China is a world leader in production and export of 
renewable energy products such as “wind turbines, solar photovoltaic cells, solar water 
heating equipment, and hydropower know-how” (Lee 2012217). The author highlights the 
strong interest that there is in China in the exploration and support of new sources of 
energy, of which “renewables is a key sector.” Lee points out that renewable energy can 
make a valuable contribution to alleviate many of its problems, most notably energy 
security and environmental pollution (with the 10th FYP mentioning the “reduction of 
major urban and rural pollutants”), shifting from a heavy-industry intensive economy 
towards what this study has referred to as a “low-carbon” economy. The author notes that, 
nevertheless, it is “not a panacea for all of China’s woes.” 

In this regard, this study points out that biofuels are conspicuously absent from 
the renewable energy listed by Lee, and which includes wind, solar, hydropower, biomass, 
geothermal and ocean energy. Certainly, the main reason is that food security prevails 
over energy security – and highlighting that both Argentina and Brazil could use this to 
their advantage, especially following the earlier arguments of Fava Neves about biofuels 
not representing an energy security threat to food security previously discussed. 

Furthermore, Brazilian and Argentine biofuel exports would be possible when 
China’s domestic problems for biofuel production are taken into consideration: in this 
regard, Lee points out that the 2005 Renewable Energy Law had specifically encouraged 
ethanol production, but that in 2006 and 2008 ethanol production had been restricted by 
the government due to problems with the production of biofuel from food feedstock. Lee 
notes that, at the time of writing (2012), they had been cleared.   

The author also argues that renewable energy sector’s vulnerability to external 
market forces beyond the control of the Chinese central government reduces its 
attractiveness and desirability undesirable, noting that, notwithstanding, in recent years 
Chinese authorities have been dedicated to promoting the development of new energy 
sources and determining renewable energy target through different pieces of legislation: 
                                                      

216 “China: Renewable Energy Law Amended” – Global Legal Monitor – US Library of Congress – 
December 31, 2009.  
http://www.loc.gov/lawweb/servlet/lloc_news?disp3_l205401752_text 
217 Hung Wai Lee, Analyzing the Influence of Major Actors in China’s Renewable Energy Policy Process 
as a Means of Predicting Future Chinese Renewable Energy Policy Trends (Michigan: University of 
Michigan, 2012) 
http://deepblue.lib.umich.edu/bitstream/handle/2027.42/90860/MICHLHW%20Masters%20Thesis%20Fin
al%20Copy.pdf?sequence=1  

http://www.loc.gov/lawweb/servlet/lloc_news?disp3_l205401752_text
http://deepblue.lib.umich.edu/bitstream/handle/2027.42/90860/MICHLHW%20Masters%20Thesis%20Final%20Copy.pdf?sequence=1
http://deepblue.lib.umich.edu/bitstream/handle/2027.42/90860/MICHLHW%20Masters%20Thesis%20Final%20Copy.pdf?sequence=1
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among them, Lee examines first level policies (basic laws, 法律) such as Renewable 
Energy Law (REL) or the Five-Year Plans (中国五年计划, or 中國五年計劃 ) , as well 
as plans of lower level –such as the “Medium and Long Term Development Plan for 
Renewable Energy (可再生能源中长期发展规划)”.218 The author succinctly analyzes 
second level policies (administrative regulations, 行政法规 or行政法規 ), such as the 
Golden Sun Program of 2009 and, finally, third level policies, which include two sub-
types (departmental regulations, 部门规章, or 部門規章 ) and local regulations (地方规

章, or 地方規章 ). In her analysis, Lee examines the REL –approved on February 28, 
2005, by the PRC’s State Council (中华人民共和国国务院, or中華人民共和國國務院, 
abbreviated to 國務院 ) under the National People’s Congress (NPC, 全国人民代表大

会 ,or 全國人民代表大會) and on effect since January 1, 2006– pointing out that –as a 
comprehensive “umbrella law” that focuses on the development and promotion of 
renewable energy, defined in Article 2 as “Renewable energy as specified by the law 
refers to non-fossil types of energy, such as wind, solar, hydro, biomass, geothermal, and 
ocean energy”–219 the law is essentially a mandate by the NPC to provincial governments 
to increase renewable energy purchases by developing location-specific financial 
instruments such as feed-in tariffs and quotas. According to the REL, the target for 2020 
is to obtain 15% of total energy from non-fossil fuels (Lee 2012220).  

This would mean that, in order for the renewable energy targets to be met in 2020 
taking 2006 as the base year, China’s domestic ethanol production should be multiplied 
by 10, while biodiesel production would have to increase 4 times. As further explained in 
Chapter 3, several studies demonstrate the difficulties in meeting the targets, since the 
REL was considered to be lacking in details and therefore difficult to implement. In 
addition to that, in December 2009 an amendment to the REL was adopted by the 
Standing Committee of the NPC. This amendment aims to “support the country's 
emerging renewable energy sector” and makes special mention of power/electricity sector. 

At this point, it is worth noting that –as examined in Chapter 4– in August 2010, 
the Brazilian NOC Petrobras entered a Joint Development Agreement with American 
bioenergy KL Energy Corporation (KLE), for the development of cellulosic ethanol using 
sugar-cane and to jointly optimize KLE’s proprietary cellulosic ethanol process 
technology for sugarcane bagasse feedstock for bioelectricity221 –in June 2013, I attended 

                                                      

218 “《二 00 七可再生能源中长期发展规划》(2007 Medium and Long Term Development Plan)”– 
National Development and Reform Commission (NDRC, 国家发展和改革委员会) 
http://www.sdpc.gov.cn/zcfb/zcfbtz/2007tongzhi/W020070904607346044110.pdf  
219 “全国人民代表大会常务委员会关于修改《中华人民共和国可再生能源法》的决定 (The Standing 
Committee of the National People's Congress’ Decision on Amending “China’s Renewable Energy 
Law”)”–Central People’s Government of the People’s Republic of China–中华人民共和国中央人民政府
http://www.gov.cn/flfg/2009-12/26/content_1497462.htm  
220 Lee, Analyzing the Influence of Major Actors in China’s Renewable Energy Policy Process as a Means 
of Predicting Future Chinese Renewable Energy Policy Trends.   
221 “Petrobras e KL Energy assinam parceria para produção de etanol celulósico” – Portal Brasil – August 
24, 2010.  

http://www.sdpc.gov.cn/zcfb/zcfbtz/2007tongzhi/W020070904607346044110.pdf
http://www.gov.cn/flfg/2009-12/26/content_1497462.htm
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a seminar on this topic in the Ribeirão Preto campus of the University of São Paulo, 
Brazil, at which I had the opportunity to interview the state’s Secretary of Energy, M. 
Lautenschlager, and representatives from the Ministry of Development, Industry and 
Foreign Trade about this topic. As further explained in Chapter 4, the interviewees’ 
answers further contribute to strengthen the argument that biofuels from Brazil and 
Argentina should be added to the energy resources exports that they send to the PRC, 
which would be beneficial to all three parties involved, and –by extension– to the CCP.  

1.2.2.5. Literature from a Latin American Perspective 

When examining the energy potential of the region, H. Campodónico222 points 
out that Latin America is self-sufficient in energy, and indeed a net exporter. Tissot notes 
that it is a “mid-level energy power” and producer, which has 4% of the world’s oil 
reserves (Tissot 2009223), while Johnson and Wasson put emphasis on the fact that this 
percentage is higher in terms of  proven oil reserves “Latin America is estimated to 
possess over 13% of the world’s proven oil reserves, yet it exports less than half that 
amount.” 224  One of the main regional advantages is that its abundance of energy 
resources allow for a trade surplus in hydrocarbons.225 Campodónico observes that, at the 
regional level, Brazil and Argentina have the 2nd and 3rd largest oil reserves in South 
America, behind Venezuela –which concentrates over 2/3, with petroleum being “the key 
of Chinese interest in Venezuela” (Paz 2011 226 ), and they also have considerable 
potential in biofuels. However, and like the rest of the region, they lack the funds to 
develop them, and this study points out that this opens a window of opportunity for 
Chinese NOCs to invest on them. Tissot notes that “the region’s oil reserves 
(approximately 116 billion barrels) are larger than Eurasia’s (78 billion barrels), but 
slightly lower than Africa’s and far behind those of the Middle East (743 billion)” , with 
the largest reserves being held in the Middle East, followed by Africa, then Latin 
America and, finally, Eurasia. However, this author points out that In terms of energy 
potential, and although it actually ranks behind Africa, Latin America could be the 
largest source of oil after the Middle East in years to come (Tissot 2009227). 

                                                                                                                                                              

http://www.brasil.gov.br/economia-e-emprego/2010/08/petrobras-e-kl-energy-assinam-parceria-para-
producao-de-etanol-celulosico  (accessed August 29, 2010). 
222 Humberto Campodónico, “An Energy Panorama of Latin America”, in The Oxford Handbook of Latin 
American Economics, ed. Ocampo, José Antonio, and Ros, Jaime (New York, NY: Oxford University Press, 
2011): 636-658.   
In December 2012, Campodónico quit as president of Petroperú (祕魯石油) and is currently an advisor to 
President Humala (烏馬拉). 
223 Roger Tissot, “Energy Security in Latin America”, in Energy and the Transformation of International 
Relations: toward a New Producer-Consumer Framework, ed. Andreas Wenger, Robert Orttung, Jeronim 
Perovic (New York, NY: Oxford University Press, 2009): 184-215.  
224 Gregg B. Johnson and Jesse T. Wasson, “China, Latin America, and the United States: the Political 
Economy of Energy Policy in the Americas”, in China’s Energy Relations with the Developing World, ed. 
C. Liu Currier and M. Dorraj (New York: Continuum, 2011): 128. 
225 However, Central America and some South American countries are actually importers of oil.  
226 Gonzalo S. Paz, “China and Venezuela: Oil, technology, and Socialism”, 221-234. 
227 Tissot, “Energy Security in Latin America”, 184-215.  

http://www.brasil.gov.br/economia-e-emprego/2010/08/petrobras-e-kl-energy-assinam-parceria-para-producao-de-etanol-celulosico
http://www.brasil.gov.br/economia-e-emprego/2010/08/petrobras-e-kl-energy-assinam-parceria-para-producao-de-etanol-celulosico
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Palacios highlights that Latin American oil exports to China constitute “just one 
piece in the largest puzzle of China’s quest for energy sources worldwide.” (Palacios 
2008228) This author makes an interesting point emphasizing the difference between oil 
trade flows and oil investment flows, noting that, in recent years, there has been a trade 
explosion in Latin America-China relations, and arguing that oil trade flows have “not 
experienced the same surge as other commodities.” In her opinion, it is also unlikely that 
a surge will “occur in the foreseeable future.”  

In terms of this distinction, Palacios rises an interesting point by arguing that 
“looking at the energy relationship between China and Latin America only in terms of 
trade flows misses another aspect of this relationship”, i.e., oil investments. She points 
out that “Latin America is increasingly a destination for Chinese energy investments”, as 
China seeks diversification from a declining oil resource base at home and goes abroad in 
search of new sources and resources. This would be the reason that explains Sino-Latin 
American energy ties are “not only about trade, but increasingly also about Chinese 
NOCs seeking access to energy assets worldwide.” According to her, Chinese 
investments in Latin America represent the “emergence” of China in Latin America as “a 
new player looking to occupy a space.” However, the author points out that Chinese 
NOCs are not the only players, but simply the most visible. Their visibility derives from 
the fact that, backed by the Chinese government, the NOCs have the greatest investment 
capacity. Nevertheless, Palacios considers that Chinese NOCs are not likely to become 
the most important players in the region, due to the tense situation within the NOCs, 
which share the PRC government’s incentives for access to resources, but also pursue 
business objectives. Indeed, she notes that the Chinese companies involved have their 
own business objectives and in dealing with other countries they are acting on behalf of 
their own companies’ interests and their own international standing as much as they are 
securing.  

In this regard, this study highlights in that the potential of Brazil and Argentina to 
increase their importance as suppliers to China’s petroleum demand becomes particularly 
clear following the discovery of the two “game changers” of energy relations between 
China and these countries: the find of enormous offshore oilfields in Brazil in 2007 and 
2010 (the Tupi and Libra offshore fields) and of a gigantic shale oil and gas formation in 
Argentina in 2011 (Vaca Muerta), which are further examined in Chapters 3, 4 and 5 of 
this study.   

These discoveries could be considered as a good reason for China to invest in and 
finance Brazilian and Argentine energy resources, in order to develop these resources 
without running the risks of exploring. Exploiting the vast untapped potential of these 
already discovered oil resources only requires investment. This would perhaps be a better 
alternative than continuing to import them from problematic or unstable regions. In this 
regard, Brazil seems to have advantage towards Argentina: Palacios highlights that 

                                                      

228 Luisa Palacios, “Latin America as China’s Energy Supplier”, in China’s Expansion into the Western 
Hemisphere: implications for Latin America and the United States, ed. Riordan Roett and Paz, Guadalupe 
(Washington, DC: Brookings Institution Press, 2008): 170-192. 
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Brazil has adopted a market oriented approach in developing its hydrocarbon sector 
(while Argentina has not) and Tissot notes that Brazil has found an “effective balance of 
market forces and support for a state-owned [in fact, notes this study, state 
controlled229] oil company (Petrobras). Palacios points out that Argentina has not adopted 
the market approach (just like Venezuela and Ecuador), as Brazil did, and describes a set 
of challenges (institutional, legal and political) that the country faces and that could cloud 
its oil production, affecting it. For instance, the price distortions in Argentina’s domestic 
energy policy: the Kirchner administrations have kept oil and gas prices artificially low 
(through consumer subsidies), and this has led to over-consumption and under-
investment in exploration and production (upstream) oil and gas activities. All these 
factors could endanger Argentina’s position as a net exporter of hydrocarbons (if 
significant policy reforms are not made).  

In this regard, Tissot notes that Kirchner’s policies “were successful in bringing 
the Argentinean economy back from the deep recession, but at a significant cost: private 
companies reduced their investments in exploration (lack of exploration activity), 
preferring to maximize production. “With a growing economy and subsidized energy 
prices, domestic demand boomed while supply declined, resulting in growing energy 
shortages and eventually an energy crisis”. This study points out that Tissot’s is an 
accurate observation, since in 2011 Argentina had to import oil for the first time since 
1984230 –i.e., and interesting and unfortunate event is that Argentina has the resources but 
lacks the funds to exploit them, as explained in Chapter 5.  

According to Palacios, “the Sino-Brazilian energy links are probably of equal 
interest to Brazil as they are to China with regard to the potential of increasing each 
actor’s presence in a growing consuming market.” Because Brazil is self-sufficient in 
terms of crude oil and has a surplus in petroleum products, its energy ties with China are 
primarily about investment in a growing emerging market and not necessarily about 
securing oil flows. 

Campodónico points out that most of the FDI that comes to Latin America is from 
American or European companies, but he highlights that Chinese firms are growing in 
importance. (CNPC, Sinopec, CNOOC). In this regard, he notes that Petrobras is the 
largest investor in the region as well as “the most important SOE in the region”, 
ahead of Pemex and PDVSA. It could be added that it is also the most important 
company in the Southern Hemisphere in terms of market capitalization, as it will be 
further developed in Chapter 4.  

When analyzing Latin America’s production of renewable energy –an alternative 
source to fossil fuels in the world and in the region, Campodónico notes that, in Latin 

                                                      

229 “Oil in Brazil: the perils of Petrobras” – The Economist – November 17, 2012.  
http://www.economist.com/news/americas/21566645-how-gra%C3%A7a-foster-plans-get-brazils-oil-giant-
back-track-perils-petrobras (accessed November 18, 2012).  
230 “Argentina and YPF: Flogging a Dead Cow”- The Economist – July 27, 2013.  
http://www.economist.com/news/americas/21582304-recently-nationalised-oil-company-agrees-big-
foreign-investment-flogging-dead-cow (accessed July 28, 2013). 

http://www.economist.com/news/americas/21566645-how-gra%C3%A7a-foster-plans-get-brazils-oil-giant-back-track-perils-petrobras
http://www.economist.com/news/americas/21566645-how-gra%C3%A7a-foster-plans-get-brazils-oil-giant-back-track-perils-petrobras
http://www.economist.com/news/americas/21582304-recently-nationalised-oil-company-agrees-big-foreign-investment-flogging-dead-cow
http://www.economist.com/news/americas/21582304-recently-nationalised-oil-company-agrees-big-foreign-investment-flogging-dead-cow
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America, the most important renewable resources are hydraulic energy and biofuels, 
although his claim that “these are in their initial development stage” could not be really 
sustained in the case of Brazil, where ethanol has been used as an automotive fuel since 
the 1930s,231 over eighty years ago at the time of writing.  

The author considers that biofuels are the most important development in this 
field, given that in recent years have begun to grow as an alternative energy source in the 
region, both as a domestic substitute for oil derivatives and as an alternative export to 
industrial country markets, primarily the United States (Campodónico 2011 232). This 
study suggests that China could become the first developing country to which Brazil and 
Argentina export biofuels.  

Indeed, Brazil and Argentina not only have the 2nd and 3rd largest reserves in the 
region, but also have the greatest potential in biofuels, with both countries having 
mandatory biofuel blends and Brazil having been defined as “the Saudi Arabia of 
ethanol.”233 The introduction of biofuels in the energy exports of these countries to China 
would encourage the sustainable diversification of energy consumption with a less-
polluting, more environmentally friendly fuel. In short, Brazilian and Argentine energy 
resources offer China two benefits: a diversification of sources: more secure and stable 
supplies to satisfy consumption (than hydrocarbons imported from politically unstable 
sources such as the Arab countries) and also environmental benefits. Chinese decision 
makers on energy policy must take the new environmental reality of the PRC into 
account.  

Campodónico refers to an ECLAC study (Altomonte et al 2008) that analyzes the 
policies adopted by Latin American countries to promote renewable energy (excluding 
biofuels), and reaches the conclusion that all the laws or body of norms used in countries 
in the region were adopted after 2002, due to the historically sharp upward rise in oil 
price to more than US$ 50 a barrel. “One of the obstacles to the sustained development of 
these renewable energy resources is that whatever the increase in the price of 
hydrocarbons, these alternative forms of energy production continue to cost more than 
conventional energy.”234 

In Palacios view, “China’s significant oil demand means that every oil-exporting 
country in the world will theoretically contribute to its energy security, albeit to different 
degrees… Nevertheless, it will always make more economic sense for net oil balances in 
the oil-exporting Latin American countries to remain in the Western Hemisphere” 
(Palacios 2008235). The author considers that Latin America can play an increasingly 
important role as destination of Chinese oil investments –in particular, in the upstream 
                                                      

231 Dias Leite, Energy in Brazil: towards a Renewable Energy Dominated System, 123.  
232 Campodónico, “An Energy Panorama of Latin America”, 636-658.   
233 Kelly Hearn, “How South American biofuels are gaining steam, and why that freaks the US out”, Grist, 
December 16, 2005. 
http://grist.org/article/hearn/ (accessed December 1, 2011). 
234 According to the IMF, when the price of the oil barrel is at US$ 80, only Brazilian sugarcane-based 
ethanol is cheaper than petroleum.  
235 Palacios, “Latin America as China’s Energy Supplier”, 170-192. 

http://grist.org/article/hearn/
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(exploration and production) sector, but notes that China has been better at signing 
memoranda of understanding (MOUs) than at making actual investments of capital. 
Indeed, and according to Palacios, Chinese energy investments in Latin America “pale” 
in comparison with investments China has made in other parts of the world. However, 
she also notes that China’s energy investments in Latin America are “in the process of 
becoming increasingly valuable assets for the PRC, as it moves slowly to gain a presence 
in the region’s energy scene.”  

In short, Palacios argues that the Chinese NOCs are new investors trying to “gain 
a foothold” in the Latin American energy scene. The author notes that the region is just 
“part of the Chinese energy quest worldwide”, with the Middle East dominating Chinese 
oil imports (expected to increase in the future) and with the US absorbing the vast 
majority of Latin American oil exports, and claims that the importance of Latin America 
in the Chinese energy matrix “not likely to arise from becoming a strategic supplier of oil 
to China”, adding that the region is increasingly becoming a consumer of the oil it 
produces. However, Palacios also notes that “resource nationalism” in Latin America –
especially, in Venezuela– has caused concern in the US, due to “the possible redirection 
of oil flows from the United States to China”. The author points out that China can 
benefit from such nationalism, due to its flexibility in dealing with Latin American 
governments. 

At this point, it would be convenient to underscore some of the observations made 
by this author that can be considered as either unclear or misleading. However, it is first 
worthy to note that, at the time Palacios wrote these lines (the book China’s Expansion 
into the Western Hemisphere was published in 2008), it was still premature to assess the 
real impact that the three energy “game changers” examined in this study (the discovery 
of enormous offshore oilfields in Brazil in 2007 and 2010 –respectively, the Tupi and 
Libra fields– and the find of a gigantic shale oil and gas formation in Argentina in 2011) 
would have, and which becomes evident towards the end of the observed period. Indeed, 
it was only in May 2009 that the Brazilian Tupi offshore pre-salt oilfield of would only 
start producing oil236 and only in May 2010 that the Libra field was discovered out of the 
south east coast of Brazil. And, exceeding the time period observed in this study, it was 
in November 2011 that the gigantic Vaca Muerta unconventional oilfield –Repsol’s 
“largest ever oil find” and one of the world’s largest non-conventional reservoirs– would 
be discovered. These discoveries have resulted in oil-backed loans and the creation of 
attractive investment opportunities for Chinese NOCs in Brazil (Alves 2013 237) and 
Argentina, and in fact some NOCs have been in talks with the governments of these 
countries about their involvement in these projects (Vaca Muerta) or are part of the 
consortium of oil companies that will exploit them (CNOOC and CNPC, in the Libra 
field). In addition to that, the other “game changer” –the “shale energy revolution” that 
has been taking place in the US would also mean that American oil companies, eager to 

                                                      

236 “Our History-2000”– Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ (accessed April 25, 2010). 
237 Ana Cristina Alves, “Chinese Economic Statecraft: a Comparative Study of China’s Oil-backed Loans 
in Angola and Brazil”, in Journal of Current Chinese Affairs 42, No. 1: 99-130.  

http://www.petrobras.com/en/about-us/our-history/
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invest in developing shale energy at home, are selling some of their overseas assets to get 
funds, which means that competition with Chinese NOCs has decreased and, thus, that 
more assets are available for Chinese NOCs to acquire in third countries (most notably, in 
the case of the Libra field in Brazil – although the situation is different in Argentina’s 
Vaca Muerta, where Chinese NOCs have been relegated by American companies). 

An example of such observations would be the apparent contradiction that seems 
to exists between Palacios’ remarks about the fact that Latin America “cannot avoid 
being an appealing region for the Chinese NOCs seeking to expand their diversification 
portfolio as part of their internationalization strategy” and her claims that “current Sino-
Latin American oil flows do not tell a very compelling story about the relevance of Latin 
America’s energy resources for Chinese demand growth, despite the widespread belief, 
also mentioned in other chapters of this volume, that China’s interests in Latin America is 
largely driven by an energy security strategy.” In this regard, the author argues that 
“given current oil flows, it is difficult to make the case that Latin America will become a 
highly strategic region for China’s energy security needs.” This study acknowledges that 
Palacios’ argument is referred to Latin America, not South America –despite the 
difficulties in separating the latter from the former. In any case, these remarks would not 
apply to the cases being examined in this research, and would take into consideration that 
some South American countries and Central America in general are oil importers. 
However, more concern deserves the remark about the “strategic” character of the region, 
with this study emphasizing that South America was designated as a “strategic partner for 
the purpose of oil exploration and development in the 10th Five-Year Plan (2001-2005)” 
as pointed out by Arruda, Li and Teng.238 

1.3.– Research Questions and Main Hypotheses 

The present research seeks to explore whether the PRC’s remarkably high level of 
dependence on imported petroleum will foster greater energy cooperation between China, 
Brazil and Argentina in the near future, taking into consideration China’s imperious need 
to pursue economic growth in a sustainable way, given the magnitude of the constraints 
that environmental concerns impose to energy policy. Thus, the present research is an 
initial attempt to answer two central questions, from which three basic hypotheses are 
derived and developed.  

Two Central Questions 

1) To which extent can China’s increasing dependence on imported energy resources 
continue to be satisfied by Brazil and Argentina petroleum exports? 

The study argues that the relative minor role that these countries have played as 
oil suppliers to the PRC throughout the observed period has been either substantially 

                                                      

238 Michael Arruda and Ka-Yin Li, “Framework of Policies, Institution in Place to Enable China to Meet its 
Oil, Gas Soaring Demand”, in Oil & Gas Journal 102, No. 33 (September 2004): 21.  
http://www.fulbright.com/pdfs/finalclp_all.pdf  
As cited in Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy Towards Latin America”, 
107. 

http://www.fulbright.com/pdfs/finalclp_all.pdf
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increased, in the case of Brazil, but maintained or reduced, in the case of Argentina. 
While Brazilian oil exports to the PRC have multiplied more than ten times –in terms of 
both percentage in China’s total oil imports and of value– Argentine oil exports have also 
increased in value but diminished in quantity, due to Argentina’s declining oil production 
and exports throughout the observed period. However, and following recent discoveries 
of gigantic oilfields in both countries –offshore in the case of Brazil and an onshore shale 
formation in the case of Argentina, it can be said that these countries have considerable 
potential which render very likely that Chinese attention to them will increase 
significantly in the near future.  

In the case of Brazil, this can be said to be already happening, while in the case of 
Argentina policy adjustments are needed in order for it to happen. Indeed, both countries 
have been supplying petroleum to the PRC for a number of years and ranked as its top 
two South American suppliers for most of the observed period –a position that Brazil still 
holds at the time of writing.  

Regarding the role they play in China’s energy strategy, the research points out 
that the concurrence of key events is, at least, suggestive: the Sino-Brazilian strategic 
partnership was established in 1993, the same year that the PRC became a net oil 
importer and the “Go Out” strategy started to be implemented. Along the same lines, the 
Sino-Argentine strategic partnership was established in 2004, when China became the 2nd 
largest oil consumer and importer, and Argentina was its 2nd largest oil supplier in the 
region –behind Brazil.   

 
2) What is the role that biofuels can play in contributing to satisfy Chinese energy 
needs?  
The energy resources that Brazil and Argentina produce and export are not limited to oil. 
In fact, both countries are top producers and exporters of biofuels, with Brazilian ethanol 
being exported to the US and Argentine biodiesel to the EU. Given that they have a much 
more considerable comparative advantage in this kind of readily-available energy 
resources, these countries would benefit from the addition of biofuels to their energy 
resources portfolio, and this addition would also have beneficial implications for the PRC.  

China, on its transition to a low-carbon economic development model, has been 
paying incipient but increasing attention to biofuels since 2000. The Chinese government 
has attempted to foster their domestic production, but it has faced a number of constraints 
that have prevented the successful implementation of the policies. The evidence shows 
that, in several occasions throughout the observed period, China’s biofuels production 
targets cannot be reached (ethanol E-10) and demand be met (in the case of biodiesel), in 
spite of growing demand. The most recent White Paper on China’s Energy Policy (issued 
on October 2012) makes renewable energy resources a priority and explicitly mentions 
biofuels –i.e., biodiesel and ethanol– among them. China’s 2008 Policy Paper on Latin 
American and the Caribbean had also included biofuels as one of the areas in which the 
PRC will seek to expand and deepen cooperation and enhance technological exchanges 
and cooperation with the region – more strictly, in bio-fuels, energy conservation, and 
environmental protection, within bilateral cooperation frameworks.  
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Thus, this study argues that the addition of biofuels to Brazilian and Argentine 
exports to the PRC would enhance Chinese energy security and contribute to attenuate its 
environmental concerns, while also benefiting these two countries.  
 
Three Basic Hypotheses 

As regards the first of the aforementioned questions, the dissertation hypothesizes 
that Brazil’s and Argentina’s role as fossil fuel suppliers is likely to increase 
significantly in years to come, on grounds of the recent discoveries of enormous 
reserves in both countries –the Brazilian deepwater offshore oilfields discoveries in 2007 
and 2010, and the Argentine shale formation found in 2010 and announced in 2011 –
which would allow it to counter its decreasing trends in oil production and exportation. 
All three Chinese NOCs –CNPC, Sinopec and CNOOC– have been closely following 
events in these new oilfields, and have demonstrated strong interest in investing in their 
development. Thus, the role of energy in relations between these countries is examined 
from the double perspective of trade of energy resources and investment in their 
respective energy sectors. 

Regarding the second question, this study hypothesizes that by including biofuels 
in their energy exports to the PRC, not only Brazil and Argentina would be able to reduce 
the asymmetry that exists in their relations with China and alleviate its detrimental 
effects –by allowing these countries to diversify their energy export portfolio while 
simultaneously diversifying their export destinations– but also the PRC would benefit 
from strengthening its energy security while alleviating its environmental concerns.  

A third hypothesis is derived from the aforementioned questions: the combination 
of energy cooperation and in petroleum with the addition of biofuels to Brazilian and 
Argentine oil exports to China would not only benefit all three countries but also help 
frame their relations within a South-South cooperation framework. The transfer of 
technology and the addition of value to the resources that these countries export to the 
PRC would allow them to make biofuels the drivers of numerous other industries, thus 
strengthening their industrial structures and countering the argument that their relations 
with China –characterized by exports of commodities, such as petroleum, to the PRC– 
fall within a North-South scheme.    
 
1.4.– Variables 

As regards the variables to be utilized in this study, the interest and motivations of 
the PRC on the energy resources –predominantly, petroleum– in Brazil and Argentina are 
considered as the independent variable of this dissertation. On the other hand, the energy 
policies of China, Brazil and Argentina constitute the dependent variable and are 
examined within the South-South energy cooperation framework described in preceding 
sections of this chapter. In addition to the abovementioned, US reactions to the 
intromission of an external superpower –at least in economic terms– in an area that it 
considers within its sphere of influence are analyzed as the intervening variable on which 
the present research rests upon.  
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Figure 1.1- Variables 
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0 – INDEPENDENT Variables:  China’s Energy Interests in Brazil and Argentina

0 – DEPENDENT Variable:       Energy Policy in a South-South Cooperation Framework

0 – INTERVENING Variable:    US Reaction to Increasing Chinese Involvement in Brazil
and Argentina (External Superpower in Sphere of Influence)

Figure I: Variables
China’s Energy Policy: an Asymmetrical interdependence 

Analysis of Oil and Biofuels in Brazil and Argentina 
2000-2010

 
 
1.5.– Methodology 

The methodology in which this study applies qualitative research methods to examine 
the impact that Chinese energy interests have had in Brazil and Argentina, two of the top 
suppliers of energy resources to the PRC throughout the observed period. The study pays 
special attention to the asymmetrical and interdependent nature of relations among these 
countries, and examines two cases in which the predominant position of the PRC towards 
the latter countries is empirically demonstrated.  

These cases are analyzed in detail in Chapters 2, 4 and 5. The description of the major 
differences between them –in terms of length, cost, political circumstances and reaction 
from the affected parties– and the similarities among them –starting dates, influence of 
international factors, benefits obtained by the stronger party– reveals not only recurrent 
patterns of behaviour of the states involved, but also the “asymmetry of attention” paid 
by the affected parties.  Collection of primary and secondary data is explained below.  
 
Data Collection 

Methodologically speaking, this study relies upon different methods and a number 
of techniques for data collection: in the early phases of the research, secondary-data was 
collected and obtained mainly from library research. In this regard, I have benefited 
enormously from the abundant resources available at the libraries and databases at 
Academia Sinica, the Institute of International Resources (IIR) at National Chengchi 
University, the Center for Latin American Trade and Economy Studies (CEECAL) at 
Chihlee Institute of Technology and other Taiwanese institutions, as well as from 
research material from the Institute of World Economics and Politics (IWEP, 世界经济

与政治研究所 ) and the Institute of Latin American Studies (ILAS, 拉丁美洲研究所) at 
the Chinese Academy of Social Sciences (CASS, 中国社会科学院). In Brazil, I relied 
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upon material obtained from the Chinese Embassy in Brasilia, the Ministry of Energy and 
Mines (MME), Petrobras (巴西石油 ) the University of Brasilia (Instituto de Relações 
Internacionais), the University of São Paulo (in São Paulo, the Instituto de Relações 
Internacionais –IRI– and Núcleo de Pesquisas em Relações Internacionais –NUPRI, and 
in Ribeirão Preto, the Faculty of Economy, Management and Accounting –FEARP), the 
Library of the Federal Senate Acadêmico Luiz Viana Filho, research material available 
at Fundação Getulio Vargas (FGV), the Centro de Gestão e Estudos Estratégicos (CGEE) 
and at the Country Office of the World Bank and the Brazilian Sugarcane Industry 
Association (UNICA, União da Indústria de Cana-de-Açúcar).  

Lastly, in Argentina I relied upon material obtained  at the Argentine Petroleum 
and Gas Institute (IAPG), the National Secretaries and Under-Secretaries of Energy, the 
Argentine Energy Institute (IAE “General Mosconi”), YPF (Yacimientos Petrolíferos 
Fiscales, Argentina’s recently re-nationalized NOC –in 2012), the Argentine Association 
of Biofuels and Hydrogen (AABH, Asociación Argentina de Biocombustibles e 
Hidrógeno), the Secretary of Energy, the Ministry of Foreign Affairs, the libraries at 
University of Buenos Aires, the Pontifical Catholic University of Argentina, and the 
Biblioteca del Congreso de la Nación, the Buenos Aires Stock Exchange and the Rosario 
Board of Trade, as well as a number of oilseed crushers, agribusiness corporations and 
law firms. The dissertation has also relied upon publications from international 
institutions –such as the ones belonging to the World Bank, the World Energy Council, 
the World Trade Organization, the Inter-American Development Bank, the Asian 
Development Bank, as well as chambers of industry, production, and commerce, among 
others. The majority of the documents from international institutions and industry 
chambers has been collected online, with the databases of Brazilian institutions ranking 
better than their Chinese or Argentine counterparts, with abundant and updated statistical 
information easily accessible.   

As regards primary-data, a total of fifty-eight semi-structured interviews239 have 
been conducted in field-research trips to China (Beijing), Brazil (Brasilia, São Paulo, 
Ribeirão Preto), Argentina (Buenos Aires, Santa Fe, Salta), Hong Kong SAR and Taiwan 
(Taipei), with the first research trip taking place between June and August 2012, the 
second one between May and July 2013 and the third and last one in August 2013.  

Qualitative analysis of interview transcripts is the main source of the primary data 
used in Chapters 3, 4 and 5. Since the interviewees are key informants that have been 
carefully selected and not been chosen through a random sample, it is worth noting that 
there might be an element of researcher bias in the topics selected, the questions asked, 
and the interpretation that answers and findings have been given.  Aware of this, I have 
tried to keep preconceptions at minimum level and to enter the field as open-minded as I 
have been able to.    

The interviewees included academics, researchers, government officials and 
diplomats –both in activity and retired – scientists, and industry representatives. In 
conducting the interviews, I have sought to follow a pattern –although it has not always 
been possible– explaining my research interests to the interviewees and asking them to 
share any opinions, comments or views that she/he might have on the issue with me. The 

                                                      

239 Please refer to Annex I for a list of the interviews conducted in China, Brazil and Argentina (2012-2013).  
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answers provided have been systematically gathered and examined, although in 
numerous cases time constraints have only allowed for a partial transcription of the 
recorded interviews. 

 I have benefited enormously by being affiliated to a worldwide recognized academic 
institution with the prestige of Academia Sinica, which allowed me to overcome the 
initial sensitivity of a limited number of interviewees to receive me in my condition of 
student enrolled at a Taiwanese university. I have also from obtaining a significantly 
deeper understanding of the topic after the interviewees have kindly shared their 
knowledge, expertise, and time with me, allowing me to obtain first-hand information 
that cannot be collected by other means. Given the sensitive nature of any given 
country’s energy security, and taking into special consideration that the topic of this 
dissertation is Chinese energy policy, a number of interviewees agreed to answer my 
questions but asked to speak in condition of anonymity. Honour-bound as I am to them, 
personal names and the dates of the interviews have occasionally been omitted.     
 
1.4.– Dissertation’s Outline  

The dissertation is structured in seven chapters. Chapter 1 has described the research 
problem and the significance that China’s increasing dependence on imported petroleum 
has not only for the PRC as a net importer, but also for Brazil and Argentina in their role 
as oil suppliers to China between 2000 and 2010 –noting that, for most of these years, 
these countries have been the top oil suppliers of the PRC. In order to have a better 
understanding of the issue at stake, the Chapter succinctly offers an overview of the 
dissertation and the context within which Chinese policy towards developing countries 
has developed, examining its implications in terms of energy security and within a South-
South framework. The Literature Review section notes the increasing importance that 
Latin America has for the PRC (as a source of commodities and raw materials) as well as 
the increasingly attractive alternative that China’s model of economic development offers 
to Latin American countries, briefly describing the topics that have attracted more 
scholarly attention and with special attention being paid to the literature on Sino-Latin 
American energy relations. While the main focus lies in petroleum, the study examines 
the increasing importance that biofuels have at present, as well as the greater role they 
could play in the future.    

Chapter 2 introduces the analytical framework of the dissertation, built on the 
theory of asymmetrical interdependence developed by Keohane and Nye, noting that its 
basic tenet is that “asymmetrical interdependence can be a source of power” 240 . A 
powerful actor is that which can afford to “break or hold back trade ties”. The chapter 
examines the effects that asymmetry has in Sino-Brazilian and Sino-Argentine relations 
and, in line with the theory, argues that asymmetry is better understood in terms of 
trade –given that China is the number-one and number-two trading partner of these 
countries, with neither of them holding a remotely similar rank in the Chinese trade 
agenda. It is argued that the asymmetrical interdependent nature of their relations is 
particularly clear in the case of the dominant export that these countries provide the PRC 
                                                      

240 Robert O. Keohane and Joseph S. Nye, Power and Interdependence (New York: Wesley Longman, 
2001): xii-xiii. 
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with. In empirical terms, the chapter sets the stage for the analysis of two cases of 
embargoes –i.e., restrictions to trade– imposed by the powerful party to Brazil (in 2004) 
and Argentina (in 2010), which are examined in further detail in Chapters 4 and 5. The 
theoretical contribution the study seeks to make lies in putting forward the argument that 
biofuels can contribute to reduce the asymmetrical and dependent nature of relations 
between these countries and the PRC. By so doing, the present study departs from 
previous research and extends the existing literature by including new sources of 
renewable energy in the analysis of relations among these countries and by filling some 
of the gaps on research on this issue.   

Chapter 3 highlights the energy implications of China’s remarkable economic 
performance. It underscores the increasing concern that challenges to Chinese energy 
security provoke in the central government, given that energy brings growth and this, in 
turn, stability and political legitimacy. It examines the interactions between the main 
actors in China’s petroleum industry and what have been the major events in the 
development of Chinese energy policy –focused mainly on petroleum, but also on 
biofuels– on an annual basis, noting that China’s ever-growing import dependence on oil 
is particularly important in terms of “multilayered diplomacy” and of “petroleum 
diplomacy”. It highlights the high-level visits that Chinese officials have paid to Brazil 
and Argentina and the increasingly important role that Chinese NOCs and state-owned 
banks are playing in these countries through energy cooperation and “loans-for-oil” 
agreements, particularly following the “game-changing” discoveries of enormous 
Brazilian offshore oilfields in 2007 and 2010. The attention that the Chinese government 
has been paying to biofuels throughout the observed period is also examined, 
highlighting the differences between ethanol –supported by the government, which 
dominates its production with refineries run by SOEs– and biodiesel –in which the 
private sector predominates but which progress has been altered by the lack of 
governmental support.    

Chapter 4 examines Sino-Brazilian relations at the light of two main issues: the 
asymmetry between these countries as reflected on the embargo that China imposed to 
Brazil in 2004 –examined in Chapter 2– and the energy evolution that the country has 
experienced between 2006 –when it achieved energy self-sufficiency– and 2010 –when it 
retook its position as top South American oil supplier to the PRC, becoming an 
increasingly important supplier of petroleum to China boosted by the offshore oil 
discoveries above mentioned. The chapter makes a chronological description of the 
intensification of visits and exchanges between officials of the two countries –the main 
economies in their respective regions, as well as the energy agreements, MOUs and oil-
backed loans, signed between theirs governments and NOCs. The potential that Brazil 
has in biofuels –being the world’s second largest producer of ethanol and the world’s 
largest exporter of this “advanced biofuel”– is highlighted, in particular given the good 
prospects of Sino-Brazilian energy cooperation. 

Chapter 5 examines Sino-Argentine energy relations adopting the same structure 
of the previous chapter but arriving at occasionally opposite conclusions. It points out the 
decline in petroleum production and exports that Argentina has experienced throughout 
the observed period, despite remaining an oil exporter and supplier to the PRC from the 
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beginning to the end, but with declining exports and production. Given Argentina’s 
energy potential, its substandard performance can be said to reflect the government’s lack 
of a proper energy policy, to the point that the country did not have its own NOC 
throughout the observed period. The Chapter notes that Chinese NOCs, lacking a natural 
counterpart, had to deal directly –and mainly– with private companies, and only 
occasionally with the government. Argentina’s gradually diminishing production and 
exports would eventually result in the loss of its self-sufficiency in 2011. Paradoxically, it 
was the same year that a gigantic shale oil and gas formation (Vaca Muerta –standing for 
Dead Cow, 死牛油田- the world’s third largest non-conventional reservoir) in the South of the 
country was announced, which volume could make it very attractive to Chinese NOCs –
indeed, CNOOC and Sinopec have attempted to invest on it. Just like in the case of Brazil, 
emphasis is put on Argentina’s potential in biofuels –being the world’s largest exporter of 
biodiesel– given the good perspectives that adding the PRC as an export destination of 
biodiesel –together with the EU– would imply for energy cooperation between these 
countries.  

Chapter 6 examines US reactions to China’s increasingly closer relations with 
Brazil and, to a lesser extent, with Argentina. It argues that, in terms of energy, the US 
can be said to have been tolerant of increased Chinese presence in these countries, given 
that they are not among its most significant petroleum suppliers, with the caveat that this 
situation might change in the future, as the new offshore and shale discoveries made in 
Brazil and Argentina make them increasingly attractive energy sources. In addition to 
that, and considering that Brazil is the main supplier of ethanol to the US, future 
Brazilian exports of this biofuel to China might cause some friction. Throughout the 
observed period, however, it is argued that in the broader context of Sino-Latin American 
relations the US has found reasons to be justifiably concerned about China: the first 
would be Sino-Venezuelan relations, given the importance that this country has in terms 
of proven oil reserves, consistently ranking among the US top-three or top-five 
suppliers –behind Canada and alternating positions with Mexico and Saudi Arabia, and 
ahead of Nigeria– and in spite of the cautious, prudent approach that the PRC has adopted 
towards the region in general and towards Venezuela in particular. In addition to the 
diversified oil sources of the US, it also notes that increasing US domestic energy 
production (due to the shale energy revolution that has been taking place in recent years) 
might have contributed to ease concerns about that the possible diversion of Latin 
American petroleum flows away from the US and to China. Furthermore, the study 
highlights that, when American interests have been directly involved or affected, the US 
has perceived Chinese presence as disturbing and reacted in unexpected ways. For 
instance, in the 2005 UNOCAL case, its reaction was considered as “irrational” by 
specialists.241 This kind or irrationality has been considered to as a potential barrier for 
China’s acquisition of equity oil investments in Latin America. Lastly, another source of 
concern for the US is in terms of trade competition, based on the fact that China has 
displaced it as top-trading partner of most of the countries in the region –this is, indeed, 
the case of Brazil and Argentina – plus the fact that the PRC offers an attractive 

                                                      

241 Teng, “Democracy, Development and China Acquisition of Oil in the Third World,” 106. 
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alternative of development model. In this context, the 2006 Sino-American dialogue on 
Latin America becomes a very important instance of dialogue and possible coordination 
for the two most important players in the global stage. 

    
Chapter 7, the last chapter of this dissertation, reviews the main arguments made 

in the study and examines the main findings of the research. Its analysis of Sino-Brazilian 
and Sino-Argentine energy relations points out that both countries are vulnerable to 
China’s trade decisions, due to both the asymmetry between them and their dependence 
on Chinese purchases of their commodities. In terms of energy, coherence and 
consistency in Brazilian policy, and the lack of it in the case of Argentina, explain the 
notable differences between the performances of these two countries throughout the 
observed period. On the one hand, Brazil has been considerably more successful in 
attracting Chinese investments and in reaching agreements of energy cooperation with 
the NOCs. On the other hand, Argentina’s erratic and misguided policies of control on 
energy prices, export tariffs and subsidies for consumers have proved to be 
counterproductive for its economy and have resulted in declining oil production and 
exports and loss of relative weight as an energy supplier to China. Data is consistent in 
this regard: Sino-Brazilian energy relations have evolved in a more positive way than 
Sino-Argentine ones. The study also shows that both countries could reduce their 
dependence on the PRC by adding biofuels to their petroleum exports, while making it 
the driver of other industries. The analysis of these relations does not constitute an 
attempt to generalize from these two cases to all of Sino-Latin American relations. 
However, it can be argued that it has offered some innovative insights into the politics of 
asymmetrical interdependence in the role that the two countries play in their relations 
with China. These caveats notwithstanding, there are reasons to expect that significant 
aspects of Sino-Latin American politics will continue to approximate the conditions 
described here. The study concludes by pointing out the limitations of the research and 
suggesting further areas of inquiry.  
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Chapter 2: Complex Interdependence  
  
2.1 Theoretical Framework: “Complex Interdependence” 

The theoretical framework of the present research is based on the argument put 
forward by Keohane and Nye in their book Power and Interdependence1, in which the 
theory of “complex interdependence” is developed, to analyze the relations among 
China, Brazil, and Argentina, as described in the preceding section. 

This chapter focuses on complex interdependence theory to examine the relations 
between these countries, doing so at the light of the theory’s fundamental tenet 
that “asymmetrical interdependence can be a source of power.”2  

According to the authors, “complex interdependence” (to be hereafter referred to 
within the text as CID) is “a very broad term” that describes an ideal type of international 
system (not a description of the world), a “hypothetical world” referring to interactions 
among a number of actors that have “reciprocal costly effects” (in the sense that such 
effects are significant, consequential, either by reducing costs or providing benefits). 3  

                                                 
1 Robert O. Keohane and Joseph S. Nye, Power and Interdependence (New York: Wesley Longman, 2001).  
Despite having been developed over three decades ago, in the third edition of the book the authors note that 
their complex interdependence theory remains “relevant today”, which they attribute to the fact that the 
analysis suggested in Power and Interdependence has been, in their view, “a fruitful one”, since it 
“stimulated useful further research”. Indeed, the model has been widely used in the field on International 
Relations and International Political Economy, and part of the reason might be that their argument 
convincingly linked “the liberal stress on interdependence with the realist focus on power” (while the 
authors noted that “the concept of complex interdependence is clearly liberal rather than realist”). 
According to their argument, “the sharp opposition between realist and liberal theories is overstated”, and 
both approaches could, as a matter of fact, be considered as “complementary.” Please refer to Keohane and 
Nye, Power and Interdependence, xiii, 241, 275 and 287; “Power and Interdependence revisited”, in 
International Organization 41, no. 4 (1987): 730-762.    
2 Please refer to Keohane and Nye, Power and Interdependence, xii-xiii. For an analysis of power and 
“asymmetrical interdependence”, see Albert Hirschman, National Power and the Structure of Foreign 
Trade (Berkeley: University of California Press, 1945); Kenneth Waltz, “The Myth of National 
Interdependence”, in The International Corporation, ed. Charles P. Kindleberger (Cambridge, Mass.: MIT 
Press, 1970).  
For a discussion on the role of state power in international trade, see Stephen D. Krasner, “State Power 
and the Structure of International trade”, in World Politics 28, No. 3 (April 1976): 317-347.  
For an analysis of interdependence, leverage, and influence, see Klaus E. Knorr, “International Economic 
Leverage and Its Uses”, in Economic Issues and National Security, ed. K. Knorr and F. Trager (Lawrence, 
KS: University Press of Kansas, 1977): 102; and R. Harrison Wagner, “Economic Interdependence, 
Bargaining Power and Political Influence”, in International Organization 42, 3 (Summer 1988): 461.  
For an analysis of “interdependência econômica” in Brazil, please see P. R. de Almeida, Formação da 
diplomacia econômica no Brasil: as relações econômicas internacionais no Império (São Paulo: SENAC, 
2001); for the case of Argentina, see Carlos Escudé, “Argentina y China puedan avanzar en una 
‘interdependencia simétrica’”, in DangDai 7 (March 2012) http://dangdai.com.ar/index.php/actualidad/4-
actualidad/900-escude-argentina-y-china-puedan-avanzar-en-una-interdependencia-simetrica (accessed 
April 2, 2012); Foreign Policy Theory in Menem’s Argentina (Gainesville, FL: University Press of Florida, 
1997); and “An introduction to Peripheral Realism and Its Implications for the Interstate System: Argentina 
and the Cóndor II Missile Project”, in International Relations Theory and the Third World, ed. Stephanie G. 
Neuman (New York: St. Martin's Press, 1998). See also Celestino del Arenal, “Mundialización, Creciente 
Interdependencia y Globalización en las Relaciones Internacionales”, in Cursos de Derecho Internacional y 
Relaciones Internacionales de Vitoria-Gasteiz (Bilbao: Universidad del País Vasco, 2009): 207-208.   
3 Keohane and Nye, Power and Interdependence, 236. 

http://dangdai.com.ar/index.php/actualidad/4-actualidad/900-escude-argentina-y-china-puedan-avanzar-en-una-interdependencia-simetrica
http://dangdai.com.ar/index.php/actualidad/4-actualidad/900-escude-argentina-y-china-puedan-avanzar-en-una-interdependencia-simetrica
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From the very outset, Keohane and Nye argue that “we live in an era of 
interdependence…the very nature of world politics is changing. The power of nations… 
has become more elusive. The world has become interdependent.”4 The authors proceed 
by emphasizing the importance of theory for any valid attempts to make sense of such a 
world, arguing that “theory is inescapable; all empirical or practical analysis rests on 
it”5  and proposing CID as such, while pointing out that one of the main purposes of the 
book is to seek and offer satisfactory answers to certain aspects of reality that can be 
observed in international affairs and that the authors find rather puzzling. In particular, 
they note that their efforts are devoted to examining “what are the major features of 
world politics when interdependence, particularly economic interdependence, is 
extensive”6, one of the major questions the authors ask in this book.  

Under conditions of CID, Keohane and Nye note that these features are the 
multiple channels of contact that exist between actors (which are not limited to states), as 
well as the multiple issues for state policy goals (which are subject to trade-offs and 
among which there is no stable hierarchy), with the threat or use of force among states 
being irrelevant.7  

The chapter analyzes how Sino-Brazilian and Sino-Argentine relations are 
characterized by “asymmetrical interdependence” and the intertwined concepts of 
“power”, “asymmetry”, and “interdependence” (i.e., “mutual dependence” –with 
special emphasis put on its two dimensions, “vulnerability” and “sensitivity”). Keohane 
and Nye point out that the book was written in the 1970s, “the decade of 
interdependence.”8 It was also then that K.E. Knorr noted that “power arises from an 
asymmetrical interdependence”9 and R.H. Wagner that “‘dependence’, in this context, 
means need, and ‘asymmetry’ refers to the fact that “one party needs the benefits derived 
from a relationship more than the other.”10 The inference from an asymmetry of need to 
political influence is usually justified by an appeal to intuitively plausible ideas about 
individual bargaining behavior.” 11  In this regard, Keohane and Nye point out that 
“asymmetrical interdependence” “merely provides a first approximation of initial 
bargaining advantages available to either side” 12 , noting that they “do not expect 
asymmetrical interdependence, which is a measure of potential power, to predict 
perfectly actors’ successes or failures at influencing outcomes.”13  

The above concepts are examined in the following sections of this chapter, which 
highlights that they are inextricably linked and particularly well-reflected in terms of the 
trade ties that connect these countries.14 In this context, it should be remembered that 
                                                 
4 Ibid., 3.  
5 Ibid., 4.  
6 Ibid., 5.  
7 Ibid., 245, 271, 276.  
8 Keohane and Nye, “Power and Interdependence Revisited,” in International Organization 41, no. 4 
(1987): 730-762.    
9 Knorr, “International Economic Leverage and Its Uses”,102 
10 Wagner, “Economic Interdependence, Bargaining Power and Political Influence”, 461. 
11 Ibid. 
12 Keohane and Nye, Power and Interdependence, 17. 
13 Ibid., 16. 
14 The authors note that “the economic benefits of exchange have been well understood since Adam Smith 
(亞當·斯密) and David Ricardo (大衛·李嘉圖) developed classic economic theories of the division of labor 
and comparative advantage two hundred years ago. As Smith and Ricardo pointed out, trade enables areas 
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they are characterized by economic complementarity: the export of Brazilian and 
Argentine commodities –mainly soybeans (and its derivatives, such as soybean oil), 
iron ore and crude petroleum– to China, and the import of Chinese manufactures to 
Brazil and Argentina. This is the predominating pattern for the large majority of Latin 
American countries and, in each case, shows a high concentration of exports –i.e., exports 
to China consists of a remarkable reduced number of primary commodities.  

Regarding the countries being examined in this study, it needs to be mentioned 
that the PRC is, respectively, the largest or second-largest trading partner of Brazil and 
Argentina: China is Brazil’s top trading partner (since 2009, when it overtook the US, in 
what was considered as a “historical landmark” due to the fact that the US had held the 
top position since the 1930s)15, and Argentina’s second-largest (behind Brazil, having 
also surpassed the US –and Chile– in 2007).16  

Due to the theoretical implications that the real economic magnitude of the PRC 
has for this study, and in order to offer an more accurate idea of it, these relations should 
be consider within a broader context: in global terms, China is an economic 
powerhouse17 which currently ranks second among the world’s major economies (behind 
only the US, “the world’s foremost commercial and political power”)18 and that has been 
projected to become the largest economy worldwide by 201619, as well as a “trading 
superpower” that, according to recent calculations, is expected to become the global top 
trader by 2015.20 All these give the PRC a clearly dominant position vis-à-vis Brazil and 
Argentina –as well as towards most countries in the world. Thus, these two South 

                                                                                                                                                 
with different factor endowments to specialize in what they are best at.” Keohane and Nye, Power and 
Interdependence, 27. 
15 “China surpasses U.S. to become Brazil’s biggest trading partner”– China View – May 5, 2009.  
http://news.xinhuanet.com/english/2009-05/05/content_11316255.htm (accessed May 5, 2009).  
16 Based on data from the Observatory of Economic Complexity – Massachusetts Institute of Technology 
(MIT) and UN COMTRADE 
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2000/ 
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2010/ (accessed March 25, 2011). 
17 As reported by the Organization of Economic Cooperation and Development. Please refer to “Economic 
Survey of China 2010”, OECD, 2010.   
http://www.oecd.org/economy/surveys/economicsurveyofchina2010.htm (accessed March 25, 2011).  
See also: “Economic Survey of China 20103”, OECD, 2013.   
http://www.oecd.org/redirect/eco/surveys/economicsurveyofchina2013.htm (accessed March 23, 2013). 
18 The authors point out that the US, having “become more powerful, on a global basis, than any state in 
previous history,” after the end of the Cold War, is “the most important actor in the system.” See: Keohane 
and Nye, Power and Interdependence, viii, 257, 291, 298.   
19 According to a recent Citigroup report, China is expected to overtake the United States to become the 
world’s biggest importer and largest trader (“largest country by trade value”) by 2015. For further details, 
please refer to: Cathal O’Daly, “Opportunities to support growing relationships with China”– Citi 
OpenInvestor Report– Citibank – March 2013. 
http://www.citibank.com/transactionservices/home/securities_svcs/docs/opp_growingrelationships_china.p
df (accessed May 21, 2013).  
Also, see: Xiaojun Li, “China as a Trading Superpower”, in China’s Geoeconomic Strategy (London: 
IDEAS, London School of Economics and Political Science, 2012): 30.  
http://www.lse.ac.uk/IDEAS/publications/reports/pdf/SR012/li.pdf  (accessed December 28, 2012). 
20 “The People’s Republic of China and Latin America and the Caribbean: Ushering a New Era in the 
Economic and Trade Relationship” – ECLAC Report – June 2011: 6.  
http://www.cepal.org/comercio/publicaciones/xml/4/43664/People_Republic_of_China_and_Latina_Ameri
ca_and_the_Caribbean_trade.pdf 

http://news.xinhuanet.com/english/2009-05/05/content_11316255.htm
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2000/
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2010/
http://www.oecd.org/economy/surveys/economicsurveyofchina2010.htm
http://www.oecd.org/redirect/eco/surveys/economicsurveyofchina2013.htm
http://www.citibank.com/transactionservices/home/securities_svcs/docs/opp_growingrelationships_china.pdf
http://www.citibank.com/transactionservices/home/securities_svcs/docs/opp_growingrelationships_china.pdf
http://www.lse.ac.uk/IDEAS/publications/reports/pdf/SR012/li.pdf
http://www.cepal.org/comercio/publicaciones/xml/4/43664/People_Republic_of_China_and_Latina_America_and_the_Caribbean_trade.pdf
http://www.cepal.org/comercio/publicaciones/xml/4/43664/People_Republic_of_China_and_Latina_America_and_the_Caribbean_trade.pdf
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American countries play the role of minor trade partners of the Asian giant –albeit to 
different extents– since neither of them holds an even remotely similar rank in China’s 
trade agenda.  

The data in Table 1 shows that, in the last year of the observed period (2010), 
neither Brazil nor Argentina can be considered as being relevant export destinations for 
China. Brazil does not rank within the top 10 list, and Argentina does not even appear 
within the top 20. Rather, the importance of these countries relative to the PRC lies in the 
role they can play as suppliers and providers (sources of imports), i.e., as countries of 
origin of some of the commodities that the PRC needs to import, with only one of them –
Brazil– ranking as a top 10 import source, and only occasionally (in 2006).   
 

Table 2.1 – China’s Top 10 Trading Partners (Exports and Imports) 2010 
 

Rank Exports Imports 

1 USA                              
(19 %, US$  330 bn) 

Japan                       
(17%, US$ 150 bn) 

2 Hong Kong, SAR         
(11%, US$ 200 bn) 

South Korea           
(14%, US$ 120 bn) 

3 Japan                            
(8.2 %, US$ 140 bn) 

USA                      
(10%, US$ 87 bn) 

4 Germany                  
(5.5%, US$ 94 bn) 

Germany              
(8.2%, US$ 69 bn) 

5 South Korea                      
(4%, US$ 69 bn) 

Australia                   
(6.3%, US$ 53 bn) 

6 UK                              
(2.9%, US$ 49 bn) 

Brazil *               
(3.7%, US$ 31 bn) 

7 France                          
(2.7%, US$ 46 bn) 

 Singapore                   
(3.3%, US$ 28 bn) 

8  Holland                        
(2.5%, US$ 43 bn) 

Malaysia                  
(2.9%, US$ 25.1 bn)  

9 Canada                         
(2.4%, US$ 41 bn) 

Thailand              
(2.9%, US$ 25 bn) 

10  Mexico                    
(2.4%, US$ 40 bn) 

Hong Kong               
(2.9 %, US$ 24 bn) 

   Source: Compiled by author. 
      Based on data from the Observatory of Economic Complexity  

   Massachusetts Institute of Technology (MIT–麻省理工學院 ) and UN COMTRADE 
                                http://atlas.media.mit.edu/explore/tree_map/export/chn/show/all/2010/ and 

    http://atlas.media.mit.edu/explore/tree_map/import/chn/show/all/2010/  
     * Brazil ranked 6th as a supplier in 2010  
Thus, although Brazil ranked as an important source of imports for China in 2010, for 
most of the observed period –just like in the years preceding it– neither Brazil nor 
Argentina rank as top 10 export destinations of the PRC, while Tables 2 and 3 show 

http://atlas.media.mit.edu/explore/tree_map/export/chn/show/all/2010/
http://atlas.media.mit.edu/explore/tree_map/import/chn/show/all/2010/
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that China is the number one or two export destination for both countries (Brazil’s largest 
partner since 2009, and the second-largest partner of Argentina since 2007, with the 
exception of 2009). 
 
Figure 2.1–Brazil’s Top 5 Trading Partners: China’s Ascendance to Top Export Destination 2000-2010 

 
 Source: Compiled by author. 

                            Based on data from the Observatory of Economic Complexity  
                            Massachusetts Institute of Technology (MIT) and UN COMTRADE 
                            http://atlas.media.mit.edu/explore/tree_map/export/bra/show/all/2010/  
 
Table 2.2 –Brazil’s Top 5 Trading Partners: China’s Ascendance to Top Export Destination 2000-2010 

Rank 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010* 

1 USA 

25 % 

14 bn 

USA 

25 % 

15 bn 

USA 

26 % 

16 bn 

USA 

23 % 

17 bn 

USA 

21 % 

21 bn 

USA 

20 % 

24 bn 

USA 

19 % 

25 bn 

USA 

16 % 

25 bn 

USA 

14 % 

28 bn 

China 

13 % 

20 bn 

China 

16 % 

31 bn 

2 Argentina 

11 % 

6.4 bn 

Argentina 

8.8 % 

5.1 bn 

Holland 

5 % 

3.1 bn 

China 

6.3 % 

4.7 bn 

Argentina 

7.6 % 

7.5 bn 

Argentina 

8.7 % 

10 bn 

Argentina 

8.7 % 

12 bn 

Argentina 

9.2 % 

15 bn 

Argentina 

9.1 % 

18 bn 

USA 

11 % 

17 bn 

USA 

10 % 

20 bn  

3 Germany 

5.4 % 

3 bn 

Germany 

5.1 % 

3 bn 

Germany 

4.7 % 

2.9 bn 

Argentina 

6.3 % 

4.6 bn 

China 

6.8 % 

6.6 bn 

China 

5.8 % 

7 bn 

China 

6.3 % 

8.6 bn 

China 

5.8 % 

11 bn 

China 

8.4 % 

16 bn 

Argentina 

8.1 % 

12 Bn 

Argentina 

9.1 % 

18 bn 

4  Holland 

4.9 % 

2.7 bn 

Holland 

4.8 % 

2.8 bn 

China 

4.3 % 

2.6 bn 

Holland 

5.5 % 

4.1 bn 

Holland 

5.9 % 

5.8 bn 

Germany 

4.9 % 

5.8 bn 

Germany 

5 % 

6.9 bn 

Germany 

5.4 % 

8.6 bn 

Germany 

5.4 % 

11 bn 

Holland 

4.8 % 

7.3 bn 

Holland 

4.6 % 

9.1 bn 

5 Japan 

4.7 % 

2.6 bn 

Japan 

3.6 % 

2.1 bn 

Argentina 

4 % 

2.4 bn 

Germany 

4.9 % 

3.6 bn 

Germany 

4.7 % 

4.6 bn 

Holland 

4.3 % 

5.1 bn 

Holland 

4 % 

5.4  bn 

Holland 

5.3 % 

8.5 bn 

Holland 

4.9 % 

9.6 bn 

Germany 

4.7 % 

7.1 bn 

Germany 

4.6 % 

9.1 bn 

Source: Compiled by author. 
             Based on data from the Observatory of Economic Complexity  
             Massachusetts Institute of Technology (MIT) and UN COMTRADE 
             http://atlas.media.mit.edu/explore/tree_map/export/bra/show/all/2010/  
             and 2010 Edição Especial – Ministério da Fazenda do Brasil (2010): 102-105, 110.  
             http://www.fazenda.gov.br/divulgacao/publicacoes/economia-brasileira-em-  

Brazil's Top 5 Trading Partners 2000-2010 (Export Destinations) 

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 
Years 

Rank 
 

1 
2 
3 
4 
5 

 

1 
China 

      2 
USA 

      3 
Argentina 

       4 
Holland 

    5 
Germany 

     6 
  Japan 

http://atlas.media.mit.edu/explore/tree_map/export/bra/show/all/2010/
http://atlas.media.mit.edu/explore/tree_map/export/bra/show/all/2010/
http://www.fazenda.gov.br/divulgacao/publicacoes/economia-brasileira-em-%20%20%20%20%20%20%20%20%20%20%20%20%20%20perspectiva/economia_brasileira_em_perspectiva_pt_ed_especial_2010.pdf
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             perspectiva/economia_brasileira_em_perspectiva_pt_ed_especial_2010.pdf 
The data in Table 2.2 shows China’s remarkable ascendance to Brazil’s top trade partner 
in 2009. Succinctly put, the general trend can be summarized as showing that China 
moves upwards throughout the observed period, overtaking Brazil’s top trade partners 
and displacing the US and Argentina until it reaches the top position in 2009. Indeed, 
China was not even a Top-10 export destination for Brazil. As a matter of fact, the PRC 
ranked 11th in 2000 (with 2.1%, US$ 1.2 billion), behind the 5 countries mentioned in the 
respective column, plus Italy (6th, 4.1%), France (7th, 3.6%), Mexico (8th, 3.2%), the UK 
(9th, 2.9%) and Chile (10th, 2.4%). A year later, in 2001, China was not a Top-5 export 
destination for Brazil, but it ranked 6th in Brazil’s Top-10 trade partners (with 3.4 %, US$ 
2 billion, behind the 5 countries above, and having surpassed 7th Italy [3.3%], 8th Mexico 
[3.3%], 9th France [3.3%], and 10th the UK [3.1%]). In 2002, China overtook Argentina: 
the PRC ranked 4th, surpassing Argentina –which, due to its 2001 crisis, was relegated to 
the 5th position that year, sharing it with Mexico. Interestingly, it was the only year in the 
observed period that Argentina was not a Top-3 trade partner of Brazil. In 2003, China 
achieved a remarkable 2nd place, only behind the US and ahead of Argentina, the 
Netherlands and Germany. From 2004 to 2008, China was the third in the Top-3 list of 
trading partners, until it reached the top position in 2009, displacing the US – the 
“historical landmark” aforementioned– and remaining at it in 2010 and up to the time of 
writing. The US was relegated to the second position, although in September 2010, the 
Brazilian Ministry of Foreign Affairs had projected that Argentina would rank as Brazil’s 
second-largest trading partner by December, which in the end proven to be a mistaken 
projection.21 

In the case of Argentina, the trends are remarkably similar, with the most notable 
exceptions being that Brazil consistently ranks as its top export destination, with the PRC 
not having being able to overtake it and ranking 2nd since 2007, when it overtook the US 
(a position that, with the exception of 2009, maintains until the present). 
 
Figure 2.2–Argentina’s Top 5 Trading Partners: China’s Ascendance to 2nd largest Export Destination  
                                                                            2000-2010 

 
 Source: Compiled by author. 

                                                 
21  Remarks made by Brazilian Foreign Minister Celso Amorim at the 8th Annual Meeting of the 
International Institute for Strategic Studies (IISS) on September 11, 2010.  
See “Argentina to Become Brazil’s Second-Largest Trade Partner” – Americas Quarterly – September 13, 
2010.  
http://www.americasquarterly.org/node/1813 (accessed September 21, 2010).  
http://www.iiss.org/conferences/global-strategic-review/global-strategic-review-2010/plenary-sessions-
and-speeches-2010/second-plenary-session/celso-amorim/ (accessed September 21, 2010). 

Argentina's Top 5 Trading Partners 2000-2010 (Export Destinations)  

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 
Years 

Rank 
 

1 
2 
3 
4 
5 

   1 
Brazil 

2 
China 

3 
Chile 

4 
USA 

5 
Holland 

6 
Spain 

http://www.fazenda.gov.br/divulgacao/publicacoes/economia-brasileira-em-%20%20%20%20%20%20%20%20%20%20%20%20%20%20perspectiva/economia_brasileira_em_perspectiva_pt_ed_especial_2010.pdf
http://www.americasquarterly.org/node/1813
http://www.iiss.org/conferences/global-strategic-review/global-strategic-review-2010/plenary-sessions-and-speeches-2010/second-plenary-session/celso-amorim/
http://www.iiss.org/conferences/global-strategic-review/global-strategic-review-2010/plenary-sessions-and-speeches-2010/second-plenary-session/celso-amorim/
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              Based on data from the Observatory of Economic Complexity  
              Massachusetts Institute of Technology (MIT) and UN COMTRADE 

http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2000/  
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2010/  

 
Table 2.3– Argentina’s Top 5 Trading Partners: China’s Ascendance to 2nd largest Export Destination 
Rank 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

1 Brazil 

27 % 

7 bn 

Brazil 

23 % 

6.2 bn 

Brazil 

19 % 

7 bn 

Brazil 

16 % 

4.7 bn 

Brazil 

16 % 

5.5 bn 

Brazil 

16 % 

6.4 bn 

Brazil 

18 % 

7 bn 

Brazil 

19 % 

11 bn 

Brazil 

19 % 

13 bn 

Brazil 

21 % 

11 bn 

Brazil 

21 % 

14 bn 
2 USA 

12 % 

3.2 b 

USA 

11 % 

2.9 b 

USA  

12 % 

3 bn 

Chile 

12% 

3.6 bn 

Chile 

11% 

3.9 bn 

USA 

11 % 

4.7 bn 

Chile 

9.6% 

4.4 bn 

China 

9.4 % 

5.2 bn 

China 

9.3 % 

6.5 bn 

Chile 

8.1% 

4.5 bn 

China 

8.6 % 

5.8 bn 
3 Chile 

10% 

2.7 b 

Chile 

11% 

2.9 b 

Chile 

11% 

3 bn 

USA 
12 % 

3.2 bn 

USA 

11 % 

3.8 bn 

Chile 

11% 

4.5 bn 

USA 

9.1 % 

4.2 bn 

USA 

7.9 % 

4.4 bn 

USA 

8.1 % 

5.7 bn 

USA 

6.8 % 

3.8 bn 

Chile 

6.7% 

4.6 bn 

4 Spain 

3.7% 

0.980 b 

China 

4.4 % 

1.2 bn 

Spain 

4.6% 

1.2 bn 

China 

8.7 % 

2.6 bn 

China 

7.7 % 

2.2 bn 

China 

7.9 % 

3.2 bn 

China 

7.7 % 

3.5 bn 

Chile 

7.6% 

4.2 bn 

Chile 

6.7% 

4.7 bn 

China** 

6.7 % 

3.7 bn 

USA 

5.6 % 

3.8 bn 

5 China* 

3.3 % 

0.860 b 

Spain 

4.3% 

1.1 bn 

China 

4.4 % 

1.1 bn 

Spain 

4.9% 

1.5 bn 

Spain 

4.3% 

1.5 bn 

Spain 

4% 

1.6 bn 

Spain 

4.1% 

1.9 bn 

Spain 

3.9% 

2.2 bn 

Holland 

4.3% 

3 bn 

Holland 

4.2% 

2.3 bn 

Holland 

3.5% 

2.4 bn 

Source: Compiled by author. 
             Based on data from the Observatory of Economic Complexity  
             Massachusetts Institute of Technology (MIT) and UN COMTRADE 

http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2000/  
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2010/  

            * According to Oviedo, in 2000 the PRC ranked 6th, behind Uruguay, based on data from INDEC.22   
         ** Also according to Oviedo, in 2009 the PRC ranked 3rd, behind Brazil and Chile, based on data   
              from INDEC.23     
 

While Tables 2.2 and 2.3 show the remarkably importance of China for both 
Brazil and Argentina (showing the ascendance of the PRC to the top of these countries’ 
export destinations), Table 2.4 reflects the huge differences that exist between the crucial 
role that the PRC plays for Brazilian and Argentine exports, and the vastly lesser 
importance of these countries in terms of Chinese total trade. This point is clearly 
illustrated by the fact that the highest percentage ever accounted for by Brazil throughout 
the observed period was reached in 2010, when it received a mere 1.6% of Chinese total 
exports and represented 3.7% of China’s total imports –i.e, the logical deduction being 
that, for the PRC, Brazil is much more important as a supplier (of raw materials) than as a 
                                                 
22 Oviedo, Historia de las relaciones internacionales entre Argentina y China, 491.  
23 Ibid.  

http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2000/
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2010/
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2000/
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2010/
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market for Chinese products. The same logic applies to Argentina, but to an even lesser 
degree – the maximum values were registered in 2008, when it was the destination for a 
virtually inconsequential 0.45 % of Chinese total exports and represented 1% of 
Chinese total imports (again, it is more important as a provider than as a market).  
          Table 2.4–Modest Relevance of Brazil and Argentina in China’s Total Trade – 2000-2010 

China-Brazil China-Argentina 

Year Exports  

( %, US$  billion)  

Imports  

( %, US$  billion) 

Exports  

( %, US$  billion) 

Imports 

( %, US$  billion) 

2000 0.41 % 

(US$ 1.4 bn) 

0.82 % 

(US$ 1.2 bn) 

0.34 % 

(US$ 1.1 bn) 

0.61 % 

(US$ 0.869 bn) 

2001 0.43 % 

(US$ 1.5 bn) 

1.3 % 

(US$ 2 bn) 

0.30 % 

(US$ 1.1 bn) 

0.77 % 

(US$ 1.2 bn) 

2002 0.41 % 

(US$ 1.7 bn) 

1.4  

(US$ 2.6 bn) 

0.080 % 

(US$ 0.330 bn) 

0.61 % 

(US$ 1.1 bn) 

2003 0.43 %  

(US$ 2.3 bn) 

1.8 %  

(US$ 2.7 bn) 

0.13 %  

(US$ 0.720 bn) 

0.98 %  

(US$ 2.6 bn) 

2004 0.57 %  

(US$ 4 bn) 

1.9%  

(US$ 6.6 bn) 

0.20 % 

 (US$ 1.4bn) 

0.77 %  

(US$ 2.7 bn) 

2005 0.62 %  

(US$ 5.4 bn) 

1.8 %  

(US$ 7 bn) 

0.17 %  

(US$ 1.5bn) 

0.82 %  

(US$ 3.2 bn) 

2006 0.74 %  

(US$ 8.1 bn) 

1.9%  

(US$ 8.6 bn) 

0.29 % 

 (US$ 3.1bn) 

0.77 %  

(US$ 3.5 bn) 

2007 0.80 %  

(US$ 11 bn) 

2.0 %  

(US$ 11 bn) 

0.38 %  

(US$ 5.1bn) 

0.96 %  

(US$ 5.2 bn) 

2008 1.3 %  

(US$ 20 bn) 

2.6 %  

(US$ 16 bn) 

0.45 % 

 (US$ 7bn) 

1.0 %  

(US$ 6.5 bn) 

2009 1.2 %  

(US$ 16 bn) 

3.3 %  

(US$ 20 bn) 

0.40 %  

(US$ 5.3bn) 

0.60 %  

(US$ 3.7 bn) 

2010 1.6 %  

(US$ 27 bn) 

3.7 %  

(US$ 31 bn) 

0.44 %  

(US$ 7.6 bn) 

0.69 %  

(US$ 5.8 bn) 

            Source: Compiled by author.  
            Based on data from the Observatory of Economic Complexity  
            Massachusetts Institute of Technology (MIT) and UN COMTRADE 
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           http://atlas.media.mit.edu/explore/tree_map/import/chn/show/all/2010/ (accessed February 20, 2012). 
Under these circumstances, and given its emphasis on asymmetry, CID is a particularly 
appropriate theory to examine relations between these countries –interdependent as all 
three of them are– given the truly remarkable differences among them. Nevertheless, this 
study underscores that differences in asymmetry clearly indicate that Sino-Brazilian 
relations, asymmetrical as they are, are so to a lesser degree than the relationship China-
Argentina –which is highly asymmetrical.  

In addition, the different degree of vulnerability towards each other makes Brazil 
and Argentina more dependent on Chinese purchases of their products –as shown in the 
“China export dependency index” developed by Ferchen, García Herreo and 
Nigrinis24– than vice versa.  

In order to illustrate the above points, it would be convenient to put emphasis on 
the fact that, in 2010, Brazil –the largest economy in Latin America and the sixth in the 
world– accounted for a mere 1.6% of Chinese total exports, while the PRC, Brazil’s main 
export destination, accounted for 16% –a ten-times larger figure– of its total exports.25  

Differences in economic magnitude are even more clearly reflected in Sino-
Argentine relations, in part due to the fact that Argentina can be considered as a 
“peripheral country”, as pointed out by Keohane and Nye and others. 26  Indeed, 
Argentina –the economically weakest party out of the three countries being examined, 
even if the analysis is circumscribed to Latin America– was China’s fourth trading 
partner in the region in 2010, accounting for a mere 0.44% (US$ 7.6 billion) of Chinese 
total exports (behind Chile’s 0.57%, which ranked third after Mexico and Brazil).27 The 
PRC, on the other hand, represented a 19-times higher figure, 8.6% (US$ 5.8 billion), of 

                                                 
24 M. Ferchen, A. García-Herrero and M. Nigrinis, “Evaluating Latin America’s Commodity Dependence 
on China”, BBVA Working Paper 13, Vol. 5 (January 2013): 8. 
http://www.bbvaresearch.com/KETD/fbin/mult/WP_1305_tcm348-370500.pdf  (accessed February 12, 
2013).   
25 As of 2010, and besides the volume of Sino-Brazilian trade falling short of the list of the PRC’s top 10 
partners worldwide, and in spite of being among the top 3 agricultural suppliers) and being relegated by 
other countries across the world, Brazil did not rank either as the PRC’s number one export destination in 
Latin America, which was Mexico –accounting for 2.4% of Chinese total exports. See “Where does Brazil 
export to?”–The Observatory of Economic Complexity–Massachusetts Institute of Technology (MIT– 2010. 
http://atlas.media.mit.edu/explore/tree_map/export/bra/show/all/2010/  
“Análisis del comercio agrícola chino en 2010” – Conserjería Agrícola – Embajada Argentina en la 
República Popular China –  May 10, 2011.      
http://www.agrichina.org/admin/kindeditor-4.1.2/attached/file/20120924/20120924133900_2656.pdf  
(accessed May 20, 2011.) 
26 Keohane and Nye, Power and Interdependence, 61.  
See also: Carlos Escudé, Foreign Policy Theory in Menem’s Argentina (Gainesville, FL: University Press 
of Florida, 1997); “An introduction to Peripheral Realism and Its Implications for the Interstate System: 
Argentina and the Cóndor II Missile Project”, in International Relations Theory and the Third World, ed. 
Stephanie G. Neuman (New York: St. Martin's Press, 1998); Eduardo D. Oviedo, “Argentina Facing China: 
Modernization, Interests and Economic Relations Model,” in East Asia 30, No. 1 (March 2013): 7-34,   
http://link.springer.com/article/10.1007/s12140-012-9184-1/fulltext.html; Historia de las Relaciones 
Internacionales entre Argentina y China 1945-2010 (Buenos Aires: Dunken, 2010); J. Uriburu Quintana, 
The Argentine-China Relations: a Peripheral Realist Analysis – MA Thesis (Taipei: National Chengchi 
University, 2008). 
27 For a complete analysis of China’s export destinations in 2010, please refer to the Observatory of 
Economic Complexity – Massachusetts Institute of Technology (MIT) 
http://atlas.media.mit.edu/explore/tree_map/export/chn/show/all/2010/ (accessed October 2, 2011). 

http://atlas.media.mit.edu/explore/tree_map/import/chn/show/all/2010/
http://www.bbvaresearch.com/KETD/fbin/mult/WP_1305_tcm348-370500.pdf
http://atlas.media.mit.edu/explore/tree_map/export/bra/show/all/2010/
http://www.agrichina.org/admin/kindeditor-4.1.2/attached/file/20120924/20120924133900_2656.pdf
http://link.springer.com/article/10.1007/s12140-012-9184-1/fulltext.html
http://atlas.media.mit.edu/explore/tree_map/export/chn/show/all/2010/
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Argentine exports. As noted in previous studies, “it would be pertinent to inquire why a 
country (Argentina) that has the 2nd largest economy in South America –second only to 
Brazil, the largest in Latin America– and the 3rd largest in the region (if Mexico is also 
considered) only ranks 4th in terms of the commercial exchange China has with Latin 
America.”28 Indeed, the country has not been able to improve its position in the “China-
Latin America trading partners” ranking since 2006, when it also ranked 4th.29 In this 
regard, it is important to note that Keohane and Nye argue that vulnerability patterns 
cannot be determined from simple statistics, and that “coherent policy must be based on 
an analysis of actual and potential vulnerabilities.”30 

The above points are crucial for the purposes of the present chapter, given that 
CID is particularly relevant to cases of “asymmetrical interdependence in trade, where 
power goes to those who can afford to hold back or break trade ties.”31   

Special emphasis is placed throughout the chapter on the fact that the PRC is able 
to exert greater influence over these countries due to the stronger position it occupies in 
the relation given its significantly larger political and economic clout –i.e., asymmetry is 
a source of power. It is underscored that, throughout the observed period of time (2000-
2010), and out of these three countries, it has been the PRC the one that has capitalized to 
a larger extent the advantages derived from the asymmetrical, interdependent and 
complementary nature of its relations with Brazil and Argentina, having benefited the 
most from these features.  

The theoretical implications of CID for the relations being examined are 
illustrated in two specific cases in which China imposed embargoes to exports from 
Brazil, in 2004, and from Argentina, in 2010 –i.e., the PRC was able to held back trade 
ties on a specific commodity imported from these countries.  

Succinctly put, in both cases Chinese restrictions –allegedly imposed on grounds 
of safety reasons– had detrimental effects on the latter countries, which suffered 
significant economic costs and revenue losses, and further strengthened China’s 
position –i.e., had reciprocal costly effects: negative for Brazil and Argentina, beneficial 
for the PRC. This study considers that the safety concerns alleged by Chinese authorities 
when deciding the imposition of the embargoes were not unfounded –i.e., there were a 
necessary condition for them– but were not sufficient either. Rather, I put forward the 
argument that, as a matter of fact, Chinese restrictions were retaliatory measures that 
resulted from a combination of motives that were predominantly economic and political, 
respectively, with safety concerns ultimately playing a secondary role. 32   
                                                 
28 Juan Uriburu Quintana, The Argentina-China Relations: a Peripheral Realist Analysis – MA Thesis 
(Taipei: National Taiwan University, 2008): 3-4.  
29 After Brazil, Mexico and Chile. See Jiang, Shixue, Recent Development of China’s Relations with Latin 
America (Beijing: Institute of Latin American Studies, Chinese Academy of Social Sciences, 2007): 16. 
http://ilas.cass.cn/u/jiangshixue/%7BF561CD65-E0C6-4A97-9E5B-A1B884CAA80B%7D.pdf (accessed 
March 21, 2008). 
30 Ibid., 207. 
31 Keohane and Nye, Power and Interdependence, 9-10.  
32 This study argues that, in the case of Brazil, the imposition of the embargo was economically-driven: the 
restrictions were considered by Brazil’s Minister of Development, L.F. Furlan, as having probably been 
“opportunistic” and an attempt to “get lower prices” for Chinese soybean imports. The international prices 
of the commodity had risen due to bad harvests in the US and poor crops in Brazil and Argentina caused by 
drought in the South (for instance, the Brazilian state of Rio Grande do Sul [南里奧格蘭德州] lost 42% of 
its soybean crop due to it).  

http://ilas.cass.cn/u/jiangshixue/%7BF561CD65-E0C6-4A97-9E5B-A1B884CAA80B%7D.pdf
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Thus, this study argues that the theoretical insights offered by CID make possible 
to have a deeper understanding of the underlying political and economic motives of such 
measures, by linking China’s capacity to imposed the aforementioned restrictions without 
fearing any retaliations (“comparative in-vulnerability”, in the words of Keohane and 
Nye) to its predominance and lesser dependence on trade relations with these countries 
and to the stronger position that the PRC occupies not only relative to these countries, but 
also in the global markets for a number of commodities.   

The chapter attempts to demonstrate that, according to the theory, the detrimental 
effects of dependence and of unfavorable asymmetry can be attenuated, and its beneficial 
implications maximized, through a set of skillful, committed and coherent bargaining, as 
well as by the adoption and implementation of issue linkage and diversification 
strategies. Keohane and Nye point out that knowledge of the power structure (how the 
power resources are distributed among the actors in the system) is the simplest and thus 
the best starting point for policy analysis. However, in order to predict and understand 
outcomes, considerable attention must be paid to the bargaining process in which 
“power resources” are translated into “effective influence over outcomes” (how do 
different players use the resources they have).33   

The analysis of interdependence conducted in this chapter suggests that CID it 
could be played by all three countries to common advantage. The remarkable high degree 
of complementarity of their economies renders them mutually dependent, albeit to 
different extents. Brazil and Argentina rely heavily on Chinese demand of the 
commodities they export to it, and the PRC is also dependent on these supplies, relying 
upon them to a significant degree. Naturally, considerable concern arouses from this 
situation, since each of these three countries “worries lest it become dependent on others”, 
given the fact that –as pointed out by Waltz– “states do not willingly place themselves in 
situations of increased dependence.”34  

Evident as it is by the title the authors chose for their book, the concepts of 
“power”, “interdependence” and “asymmetry” provide an excellent starting point from 
where to proceed with the examination of “interdependence” –and its two dimensions, 
“vulnerability” (the most important for the purposes of this study, since it refers to the 
ability of an actor to react and adjust to the costs imposed by an external change –such as 
an the imposition of an embargo) and “sensitivity” (which does not offer the possibility to 
adjust to the outside change) – in Sino-Brazilian and Sino-Argentine relations. Combined, 
these concepts explain the high preponderance of economic and trade issues in the cases 

                                                                                                                                                 
In the case or Argentina, the study puts forward the argument that the embargo was a retaliatory measure, 
mainly motivated by political reasons –i.e., the Argentine president’s decision to postpone her first State 
visit to China in January 2010– but that also had economic causes –i.e., they were partially a response to 
antidumping measures taken by the Argentine government– besides the alleged safety concerns.     
See “China suspendeu o embargo à soja brasileira após  de negociação” – Consultor Jurídico – June 22, 
2004.  
http://www.conjur.com.br/2004-jun-22/china_suspende_embargo_soja_brasileira_negociacao (accessed 
December 10, 2012).   
33 Keohane and Nye, Power and Interdependence, 18. 
34 Kenneth Waltz, Theory of International Politics (New York: McGraw Hill, 1979): 106-107.  

http://www.conjur.com.br/2004-jun-22/china_suspende_embargo_soja_brasileira_negociacao
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analyzed, dominating the agenda and maximizing the weight economic factors have in 
the relations under study. 35  

Therefore, the following sections of this chapter put emphasis on the fact that 
these concepts have a dynamic aspect that has not been highlighted as it should by 
previous research: indeed, and as China’s economy rises, its predominance over other 
countries –including, most certainly, Brazil and Argentina– also grows. As power 
changes, asymmetry can be increased or diminished, interdependence deepened or 
alleviated, and economic complementarity reach greater or lesser degrees.  

Throughout the period of time observed in this study (2000-2010), and in terms of 
relative economic magnitude, it becomes clear that China’s already prevalent position has 
been further strengthened. The economically comparable range within which the three 
countries lie was narrower at the beginning of the observed period and became 
increasingly wider towards its end: in 2000, China was the sixth largest economy in the 
world, Brazil the ninth and Argentina the seventeenth. Also since that year, the PRC has 
steadily ranked among the top 10 export destinations of Brazil, and the top 5 of Argentina 
(as aforementioned, it would become Argentina’s second-largest in 2007, and Brazil’s 
largest partner in 2009). Indeed, by 2010, the PRC had become the second-largest 
economy worldwide, Brazil was the seventh and Argentina the twenty-sixth –the only of 
the countries examined that lost positions over the years, as it can be seen in detail in 
Table 2.5.36 This should be particularly disturbing from the point of view of the Brazilian 
and Argentine governments, given that they are responsible for dealing with an 
increasingly stronger, and more assertive, China.37 
 
Table 2.5–Economic Asymmetry between China, Brazil and Argentina 2000-2010: Five Indicators  

(Indicators: GDP, Rank, GDP Growth, GDP per capita [nominal and PPP]) 
Year Indicators China Brazil Argentina 

 

2000 

1) GDP (current US$)   

2) Rank 

3) GDP growth (annual %) 

4) GDP per capita (nominal) 

1,198,474,934,199 

6th 

8.4 % 

949 

644,701,831,101 

9th 

4.3 % 

3,694 

284,203,750,000 

17th 

 (– 1 %) 

7,701 

                                                 
35 The authors point out that ‘complex interdependence’ theory highlights the overlapping of the economic 
with the political spheres, and that “is now conventional to analyze interdependence as a political, as well 
as an economic, phenomenon.” See Keohane and Nye, Power and Interdependence, 287. 
36 The differences in the economic relevance of these countries (the “economic” dimension of asymmetry) 
are particularly well reflected in the “World Development Indicators” and “GDP Ranking” tables of the 
World Bank. See: Word Bank Indicators: http://databank.worldbank.org/data/views/reports/tableview.aspx 
and http://data.worldbank.org/data-catalog/GDP-ranking-table (accessed March 20, 2013). 
However, other dimensions of the asymmetry favors the economically-weaker countries: for instance, and 
with regard to the UN Human Development Index 2012: Argentina, 41 (Very High Human Development); 
Brazil, 85 (High Human Development); and China, 101 (Medium Human Development). See: 
http://hdr.undp.org/en/statistics/ (accessed June 20, 2013). 
37 Da Wei has noted that the Western media usually uses the words “assertive” or “overconfident” to refer 
to recent changes in China’s foreign policy, but that occasionally the term “arrogant” is also used. He 
points out that it is inaccurate to refer to describe as reflecting “arrogant” behavior, arguing that such a 
description –instead of an effort to try to understand the changes– would reflect a Western-centric view.  
Da Wei, “Has China become tough?”, in China Security 6, No. 3 (2010): 97.  

http://databank.worldbank.org/data/views/reports/tableview.aspx
http://data.worldbank.org/data-catalog/GDP-ranking-table
http://hdr.undp.org/en/statistics/
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5) GDP per capita (PPP) 2,667 7,906 10,290 

 

2001 

1) GDP (current US$)   

2) Rank 

3) GDP growth (annual %) 

4) GDP per capita (nominal) 

5) GDP per capita (PPP) 

1,324,806,914,358 

6th 

8.3 % 

1,042 

2,868 

553,582,178,386 

11th 

1.3 % 

3,128 

7,898 

268,696,750,000 

17th 

 (– 4.4 %) 

7,209 

9,739 

 

2002 

1) GDP (current US$)   

2) Rank 

3) GDP growth (annual %) 

4) GDP per capita (nominal) 

5) GDP per capita (PPP) 

1,453,827,554,714 

6th 

9.1 % 

1,135 

3,108 

504,221,228,974 

13th 

2.7 % 

2,811 

7,998 

102,040,286,874  

36th 

 (– 11 %) 

2,712 

8, 596 

 

2003 

1) GDP (current US$)   

2) Rank 

3) GDP growth (annual %) 

4) GDP per capita (nominal) 

5) GDP per capita (PPP) 

1,640,958,732,775 

6th 

10 % 

1,274 

3,398 

552,469,288,268 

13th 

1 % 

3,040 

7,985 

129,597,154,256 

35th 

9 % 

3,413 

9,271 

 

2004 

1) GDP (current US$)   

2) Rank 

3) GDP growth (annual %) 

4) GDP per capita (nominal) 

5) GDP per capita (PPP) 

1,931,644,331,142 

6th 

10 % 

1,490 

3,719 

663,760,341,880 

13th 

6 % 

3,607 

8,338 

153,129,509,710 

35th 

9 % 

3,997 

10,019 

 

2005 

1) GDP (current US$)   

2) Rank 

3) GDP growth (annual %) 

4) GDP per capita (nominal) 

5) GDP per capita (PPP) 

2,256,902,590,825 

5th 

11 % 

1,731 

4,115 

882,185,702,547 

10th 

3 % 

4,739 

8,502 

183,193,418,482 

33rd 

9 % 

4,740 

10,843 

 

2006 

1) GDP (current US$)   

2) Rank 

3) GDP growth (annual %) 

4) GDP per capita (nominal) 

5) GDP per capita (PPP) 

2,712,950,886,698 

4th 

13 % 

2,069 

4,611 

1,088,916,819,853 

10th 

4 % 

5,788 

8,745 

214,066,154,250 

31st 

8 % 

5,490 

11,658 
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2007 

1) GDP (current US$)   

2) Rank 

3) GDP growth (annual %) 

4) GDP per capita (nominal) 

5) GDP per capita (PPP) 

3,494,055,944,791 

3rd 

14 % 

2,651 

5,239 

1,366,853,244,424 

10th 

6 % 

7,194 

9,187 

260,768,678,129 

28th 

N/A 

6,630 

N/A 

 

2008 

1) GDP (current US$)   

2) Rank 

3) GDP growth (annual %) 

4) GDP per capita (nominal) 

5) GDP per capita (PPP) 

4,521,827,288,304 

3rd 

10 % 

3,414 

5,712 

1,653,538,618,145 

9th 

5 % 

8,623 

9,573 

326,582,805,854 

27th 

N/A 

8,231 

N/A 

 

2009 

1) GDP (current US$)   

2) Rank 

3) GDP growth (annual %) 

4) GDP per capita (nominal) 

5) GDP per capita (PPP) 

4,991,256,406,735 

3rd 

9 % 

3,749 

6,207 

1,620,165,226,994 

8th 

0 % 

8,373 

9,456 

307,155,125,025 

30th 

N/A 

7,674 

N/A 

 

2010 

1) GDP (current US$)   

2) Rank 

3) GDP growth (annual %) 

4) GDP per capita (nominal) 

5) GDP per capita (PPP) 

5,949,785,721,835 

2nd 

10  % 

4,448 

6,819 

2,143,035,333,258 

7th 

8 % 

10, 978 

10,079 

368,736,093,174 

26th 

N/A 

9,133 

N/A 

       Source: Compiled by author.  
       Based on World DataBank – World Development Indicators  
       http://databank.worldbank.org/data/views/reports/tableview.aspx        
       Added series: GDP Ranking http://data.worldbank.org/data-catalog/GDP-ranking-table  
       GDP growth (annual %) http://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG/countries   
 

The sections that follow introduce the aforementioned concepts and examine how 
do they interact with one another, within the framework provided by complex 
interdependence theory, in an attempt to assess the different degrees of interdependence –
in terms of its two dimensions, “vulnerability” and “sensitivity”– that exist among these 
countries, and the feasibility of attenuating the negative implications of asymmetry.  

Throughout the chapter, it is argued that the dominant position that China holds 
vis-à-vis Brazil and Argentina derives from the economic power that originates in the 
asymmetrical interdependence among these countries, which is strategically used by the 
PRC in its trade relations. It notes that China cleverly uses, to its advantage, not only its 
greater economic leverage, but also Brazilian and Argentine over-dependence on Chinese 
demand for the commodities they export. As explained in section four of this chapter, and 
contrariwise to what could be expected given that Brazil and Argentina are worldwide 

http://databank.worldbank.org/data/views/reports/tableview.aspx
http://data.worldbank.org/data-catalog/GDP-ranking-table
http://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG/countries
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leading exporters of soybeans, China has succeeded in turning a potentially weak 
position of dependence –as both a consumer and importer– to its advantage. The PRC 
has used its gigantic market and overwhelming demand of the grain to turn the world 
soybean market into a “captive-supplier” scheme.  

The chapter argues that such a situation is the result of the “double-concentration” 
that affects these countries: concentration of their export basket (with over ¾ of their 
exports consisting of only a few commodities) and of their export-destination (since they 
rely in one main buyer for the products that dominate their export baskets). Indeed, over 
70% of Brazilian exports to China consist of only three primary products (namely, 
soybeans, crude petroleum and iron ore)38, while in the case of Argentina, the percentage 
is even higher (with different estimations calculating it between 75-85%) and a 
remarkably similar and limited number of exported products (soybeans and its derivatives 
and crude petroleum). Simply put, a handful of commodities account for the largest 
proportion of the products that Brazil and Argentina –the main suppliers of South 
American petroleum to China for most of the observed period (as it can be seen in Tables 
2.6 and 2.7), as well as indisputably the top two agricultural producers in South 
America39 and the leading net agricultural exporters in the world40– export to China –and 
almost exclusively to China.  

When examining the composition of Brazilian and Argentine exports, it turns out 
that –unsurprisingly, given that both are resource-rich developing countries– they are 
dominated by commodities and raw materials. In some commodity-specific cases, both 
countries are top producers and exporters worldwide. For most of the observed period, 
soybeans are the single most important component of their exports to the PRC –or one of 
the dominant exports– and sources of tax revenue for these countries. The fact that China 
itself is one of the largest producers in the world, but also the largest consumer and 
importer, gives an accurate idea of the tremendous volumes that its domestic demand 
requires to be satisfied. For instance, in 2010, soybeans accounted for 23% and 71% of 
Brazilian and Argentine total exports to China (in terms of their production, 65% and 
83%, respectively), and represented 32% and 18% of Chinese total soybean imports that 
year. While petroleum is also one of the top commodities, it is relegated behind soybeans 
and –in the case of Brazil, iron ore– and accounted for12% and 13% of Brazilian and 
Argentine total exports to the PRC, respectively. 

Taking these reasons into special consideration, the study argues that the 
theoretical implications of “complex interdependence” and the linkages between 
interdependence and asymmetry are better and more clearly exemplified in the case of 
                                                 
38 “Agenda China: Ações positivas para as relações econômic-comérciais sino-brasileiras” – Ministério do 
Desenvolvimento do Brasil (2007): 17-18.  
http://desenvolvimento.gov.br/agendachina/arquivos/agenda_China_Parte_II.pdf (accessed April 9, 2011.)  
39 “Wen seeks to boost agri-trade with Argentina” – Ministry of Commerce of the People’s Republic of 
China – June 26, 2012.  
http://english.mofcom.gov.cn/article/counselorsreport/asiareport/201206/20120608196960.shtml (accessed 
June 28, 2012).  
40 In a report prepared by the German embassy in Argentina, and released in July 2013, it is highlighted that 
the Argentine agricultural sector represents 56% of the country’s total exports (US$ 45 billion in 2012), 
while the exports of petroleum and other energy resources accounts for only 8% in 2012 and 2011 
(although it was higher in 2010 –9.3%– and in 2009 –11.6%)  
 “Economía: Estructura de la economía”, Aktuelle Wirtschaftslage (July 2013): 3-4. 
http://www.buenos-aires.diplo.de/contentblob/2333934/Daten/  

http://desenvolvimento.gov.br/agendachina/arquivos/agenda_China_Parte_II.pdf
http://english.mofcom.gov.cn/article/counselorsreport/asiareport/201206/20120608196960.shtml
http://www.buenos-aires.diplo.de/contentblob/2333934/Daten/
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soybean exports than in the case of petroleum exports –which are significant, but not 
determinant, for these countries.  

As aforementioned, the chapter illustrates these points by examining two cases: 
the 2004 Chinese embargo to Brazilian soybeans (the so-called “red beans incident”) and 
the 2010 Chinese embargo to Argentina soybean oil. Based on these cases, I put forward 
the argument that China’s lesser dependence relative to its South American suppliers 
gives the PRC the capacity to take advantage of the stronger position it occupies in the 
global soybean market to frame Sino-Brazilian and Sino-Argentine relations within a 
“captive-supplier” context, reinforcing its predominance and being able to halt trade 
flows through the imposition of embargoes on Brazilian and Argentine exports. This 
point is in accordance with Keohane’s and Nye’s observation that “it is asymmetries in 
dependence that are most likely to provide sources of influence for actors in their 
dealings with one another… less-dependent actors can often use the interdependence 
relationship as a source of power in bargaining over an issue and perhaps to affect 
other issues.”41  

These cases do not encompass the full range of variation even on these 
dimensions, neither do they constitute, by any means, an attempt to generalize its 
implications to the whole of Sino-Latin American politics. However, this study considers 
that the analysis of these cases does offer certain innovative insights into the politics of 
asymmetrical interdependence in Sino-Latin American relations. 

The final section of the chapter highlights the additional advantages that the 
particular characteristics of soybeans offer to the case being examined, by allowing the 
beans to be given a double use, both as a foodstuff – both raw or processed and for either 
human or animal consumption, as it is currently exported to China– and as an bioenergy 
crop –i.e., for biofuel production, biodiesel, of which both countries are leading 
producers and exporters. Thus, a strategy of “double-export diversification” is 
suggested to counter Brazilian and Argentine over-dependence on China: the increase of 
the variety of products that compose their export baskets, while simultaneously 
increasing the number of destinations to which they can be exported. The study argues 
that, given their lesser dependence on exports of soybean-based biodiesel –a more 
“exportable” product, which also has considerably more export destinations (with over 30 
countries worldwide currently implementing its blending) than raw, unprocessed 
soybeans– both Brazil and Argentine would significantly strengthen their bargaining 
power relative to China by adopting and implementing “issue linkages” strategies to tie 
negotiations over exports of soybeans to those of energy resources, maintaining their 
exports of conventional fossil fuels (petroleum) to the PRC while adding a renewable, 
sustainable and more environmentally-friendly energy resource to their exports and 
fostering industrial policies (by adding value to their products and countering de-
industrialization).  
 
Major Concepts in Complex Interdependence Theory 

Since terminological precision is essential for clear analysis, this section 
analyses the concepts of “power”, “asymmetry” and “interdependence”, which are 

                                                 
41 It is worthy to point out that Brazil and Argentina could exploit China’s dependence on soybeans to their 
advantage, if they could find alternative, replacement markets to the PRC, which is their largest buyer and 
the world’s top importer of the commodity. See Keohane and Nye, Power and Interdependence, 9-10.  



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

  Chapter 2  
                                                                                                                                                              Theory  

 83 

thoroughly analyzed in Power and Interdependence, while adding a fourth concept, 
“economic complementarity”, which is essential to obtain a better understanding of 
Sino-Brazilian and Sino-Argentine relations. 

In order to have a better understanding of how these concepts are interrelated, it is 
necessary to provide a preliminary notion before examining them in detail. 
Thus, “power”, as aforementioned, is to be better understood as “control over resources”, 
“asymmetry” as “the fact that one party needs the benefits derived from a relationship 
more than the other”42, while “complementarity” can be though of as referring to a 
relationship or situation in which two, or more, different actors improve or emphasize 
each other’s qualities or situation, by adding –each of them– something to the other or by 
helping to make the other better. As regards “dependence”, sufficient is for the time 
being to say that it can be straightforwardly understood as “need.” 43  

Throughout the chapter, it becomes clear that some of these concepts are more 
evident and easily identifiable than others –such as “asymmetry” vis-à-vis “dependence”, 
with the latter, mutual as it is in the cases being examined, being more subtle and less 
detectable than the former. Therefore, it is argued that “dependence” can be said to be 
“mutual” in the sense of being “common to” –i.e., “shared by”– the three countries being 
analyzed, while making it clear that it should not be taken in the sense of being 
“reciprocal” (i.e., in the sense of being neither “the same” nor “equivalent”).   
 
2.1.1 Power   
           In Power and Interdependence Keohane and Nye argue that, as mentioned in the 
preceding section, “power” can originate from asymmetrical interdependence. In order to 
further explain this argument, the authors explain that “power” is a complex, elusive 
concept that, in their view, has became “even more slippery” over time, due to the fact 
that the “resources that produce power capabilities have become more complex.”44 They 
point out that the “power over resources needs to be translated into power over 
outcomes”45, which is done through a complex bargaining process among the different 
parties (with the authors noting that “something is usually lost or added in the 
translation.”) All this is explained in the following paragraphs.   

It would be convenient to start the analysis of “power” by highlighting that the 
authors make a distinction between “behavioral” power and “resource” power. They 
argue that, on the one hand, “behavioral” power is “the ability of an actor to get 
others to do something they otherwise would not do (and at an acceptable cost to the 
actor)”46, “the ability to obtain outcomes you want”47, as well as “the potential to affect 
                                                 
42  R. Harrison Wagner, “Economic Interdependence, Bargaining Power and Political Influence”, in 
International Organization 42, 3 (Summer 1988): 461. 
43 Ibid. 
44 Keohane and Nye, Power and Interdependence, 9.  
45 The authors make the caveat that political bargaining can be considered as a “means of translating 
potential into effects, and a lot is often lost in the translation” and quote a 1975 description by former 
Secretary of State Henry Kissinger: “A new and unprecedented kind of issue has emerged. The problems of 
energy, resources, environment, population, the uses of space and seas now rank with questions of 
military security, ideology and territorial rivalry which have traditionally made up the diplomatic agenda.” 
See also Keohane and Nye, Power and Interdependence, 17.  
46 Keohane and Nye, Power and Interdependence, 9-10.  
47 Ibid., 220.  
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outcomes.” 48  “Behavioral” power is exercised either through coercion –hard power 
(the threat of punishment, the promise of reward)– or by attraction –soft power (the 
appeal of ideas or culture). In this regard, they point out that ‘hard’ and ‘soft’ power are 
related, but emphasize that they are not the same. Along the same lines, they claim that 
“asymmetrical interdependence is an important source of hard power”49, because it gives 
the less vulnerable party the ability to manipulate or escape the constraints of an 
interdependent relationship, at a low cost, and without fearing retaliation or threat by the 
other actors. In Keohane’s and Nye’s words, “being less vulnerable in a condition of 
mutual dependence can be used as a source of power.”50 At this point, it is necessary to 
explain that “vulnerability” is (together with “sensitivity), one of the two dimensions of 
“interdependence”, a concept that is characterized by “costs”, as it will become evident in 
the third section of this chapter.   

On the other hand of “behavioral” power, Keohane and Nye explain that 
“resource power” is, literally, “power over resources”: the “possession of the resources 
that are usually associated with the ability to get the outcomes you want.”51  

As it can be seen, then, both “behavioural” and “resource” power are intrinsically 
linked. As mentioned earlier, the authors argued that, in terms of CID, “power” is to be 
better understood as meaning “control over resources”52 and, thus, it follows that “the 
ability to obtain the outcomes you want” (behavioral power) would be based on “the 
possession [control] of the resources” (resource power) needed to get those outcomes.   

For the purposes of this study, then, and considering that the fundamental 
argument proposed by CID theory is that “asymmetrical interdependence can be a 
source of power” 53  it could, then, be logically deducted that “asymmetrical 
interdependence” can be considered as a source of “control over resources.”  
                                                 
48 Ibid., 89. 
This point is also developed by the authors in their article “Power and Interdependence in the Information 
Age”, in Foreign Affairs 77, No. 5 (Sept/Oct 1998): 81-94. 
http://www.foreignaffairs.com/articles/54395/robert-o-keohane-and-joseph-s-nye-jr/power-and-
interdependence-in-the-information-age (accessed May 25, 2010).  
49 Ibid., 220-221.  
50 Ibid., 196. 
51 Ibid., 220. 
52 This point is further developed by Keohane and Nye in their article “Power and Interdependence in the 
Information Age”, 81-94.  
See also Keohane and Nye, Power and Interdependence, 89. 
53 Please refer to Keohane and Nye, Power and Interdependence (New York: Wesley Longman, 2001): 
xii-xiii. In this book, the authors point out that the concept that “asymmetrical interdependence is a source 
of power” can be found clearly in Albert Hirschman’s “National Power and the Structure of Foreign 
Trade” (Berkeley: University of California Press, 1945), as well as in Kenneth Waltz’s article “The Myth 
of National Interdependence”, in The International Corporation, ed.  Charles P. Kindleberger (Cambridge, 
Mass.: MIT Press, 1970) 
A number of other distinguished authors have also referred to this concept, such as Klaus E. Knorr, 
“International Economic Leverage and Its Uses”, in Economic Issues and National Security, ed. K. Knorr 
and F. Trager (Lawrence, KS: University Press of Kansas, 1977): 102; and R. Harrison Wagner, 
“Economic Interdependence, Bargaining Power and Political Influence”, in International Organization 42, 
3 (Summer 1988): 461-483.  
Also regarding “interdependência econômica”, please see P. R. de Almeida, Formação da diplomacia 
econômica no Brasil: as relações econômicas internacionais no Império (São Paulo: SENAC, 2001); 
Carlos Escudé, Foreign Policy Theory in Menem’s Argentina (Gainesville, FL: University Press of Florida, 
1997); “An introduction to Peripheral Realism and Its Implications for the Interstate System: Argentina and 

http://www.foreignaffairs.com/articles/54395/robert-o-keohane-and-joseph-s-nye-jr/power-and-interdependence-in-the-information-age
http://www.foreignaffairs.com/articles/54395/robert-o-keohane-and-joseph-s-nye-jr/power-and-interdependence-in-the-information-age
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Therefore, and regarding the resources over which the countries being analyzed 
exert control, it is important to point out that it would be misleading to only consider as 
such the commodities that Brazil and Argentina export to China.54 Even if it is assumed 
that both countries do control the commodities –petroleum55, soybeans and iron ore– they 
produce56, they still lack the ability to exert any control whatsoever over the destinations 
to which their commodities are exported.  

Quite to the contrary, thus, the main resource being discussed in this chapter is 
the gigantic Chinese market, which must be considered in conjunction with the 
favorable economic asymmetry the PRC has relative to the two South American nations 
(and, as a matter of fact, to about almost every other country in the world). In other words, 
its enormous and increasingly rich domestic market is the source of the power that allows 
the PRC to be in a dominant position vis-à-vis the almost absolute majority of countries, 
which struggle to obtain access to it. The power of the PRC results from the enormous 
influence its demand wields over global markets of certain specific commodities. Being, 
far and away, the largest consumer and importer worldwide of such commodities allows 
China, to a considerable extent, to shape world markets according to its own domestic 
market, over which it exerts control by allowing –or denying– access to it to its suppliers 
(in this case, Brazil and Argentina).  

The market access control exerted by the Chinese government through its 
different units and agencies –most notably the Ministry of Commerce 
(MOFCOM, Zhōnghuá rénmín gònghéguó shāngwù bù, 中华人民共和国商务部, or中
華人民共和國商務部)57, the State Administration of Grain (SAG, Guójiā liángshí jú, 国
家粮食局 or國家糧食局 )58 and the General Administration of Quality Supervision, 
Inspection and Quarantine (AQSIQ, Guójiā Zhìliàng Jiāndū Jiǎnyàn Jiǎnyì Zǒngjú国家

                                                                                                                                                 
the Cóndor II Missile Project”, in International Relations Theory and the Third World, ed. Stephanie G. 
Neuman (New York: St. Martin's Press, 1998); and “Argentina y China puedan avanzar en una 
‘interdependencia simétrica’”, in DangDai 7 (March 2012).  
http://dangdai.com.ar/index.php/actualidad/4-actualidad/900-escude-argentina-y-china-puedan-avanzar-en-
una-interdependencia-simetrica (accessed April 2, 2012).  
Celestino del Arenal, “Mundialización, Creciente Interdependencia y Globalización en las Relaciones 
Internacionales”, in Cursos de Derecho Internacional y Relaciones Internacionales de Vitoria-Gasteiz 
(Bilbao: Universidad del País Vasco, 2009): 207-208.   
54 Keohane and Nye note that, writing in the aftermath of the oil crises of the 1970s, Hans Morgenthau had 
highlighted the importance of economic power based on the control of raw materials, by noting “a 
historically unprecedented severing of the functional relationship between political, military, and economic 
power shown in possession by militarily weak countries of ‘monopolistic or quasi-monopolistic’ control of 
raw materials essential to the operation of advanced economies. See H. Morgenthau, “The New 
Diplomacy of Movement”, in Encounter (August 1974): 56, as cited by Keohane and Nye, Power and 
Interdependence, 9-10. 
55 For an analysis of petroleum as a “strategic commodity” under the control of the OPEC countries and 
as a source of the organization’s political and economic power in the world system, please refer to Chung-
chian Teng, The Political Economy of Development for the NICs: a Mercantilistic Model (Evanston, IL: 
Northwestern University, 1985): 3-4.  
56 And even this, admittedly, to a rather limited extent, since in fact are the farmers and medium-to-large 
scale producers of the private sector the ones who exert it, rather than the government.  
57 Ministry of Commerce of the People’s Republic of China 
http://www.mofcom.gov.cn/  
58 State Administration of Grain of the People’s Republic of China (SAG) 
http://www.chinagrain.gov.cn (accessed November 9, 2012)  

http://dangdai.com.ar/index.php/actualidad/4-actualidad/900-escude-argentina-y-china-puedan-avanzar-en-una-interdependencia-simetrica
http://dangdai.com.ar/index.php/actualidad/4-actualidad/900-escude-argentina-y-china-puedan-avanzar-en-una-interdependencia-simetrica
http://www.mofcom.gov.cn/
http://www.chinagrain.gov.cn/
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质量监督检验检疫总局, or國家質量監督檢驗檢疫總局 )59, among others– allows it to 
have the final word over the market openness or closure by granting or denying access of 
imported products to it –in this regard, it is worthy noting that Hirschman, in his classical 
book National Power and the Structure of Foreign Trade (also cited in Power and 
Interdependence)60, had referred to this phenomenon as the “opportunity cost of closure 
for trading partners.”61 

Therefore, the above reasons would render unrealistic any assumptions about the 
“power” that the “status” of worldwide leading producers and exporters (i.e., suppliers) 
of certain commodities could potentially confer Brazil and Argentina –thus, 
strengthening their bargaining positions–  in their negotiations with the PRC. It should go 
without saying that this is certainly not the case of their petroleum exports to China –
given both that crude oil, relevant as it is in their trade with the PRC, it is not their 
dominant export to it, plus the fact that neither of them ranks as a top petroleum producer 
or exporter in global terms.62 Thus, it would be pertinent to consider, first, what would be 
those commodities of which these countries are “top-suppliers” of the PRC (being 
worldwide top producers and exporters) –a status that would make expectable a certain 
advantage of the producer over the consumer, and, second, what are the reasons why, in 
fact, this does not happen.  

The answers to both questions are provided by soybeans, which are an excellent 
example of how neither being a top 3 producer and exporter globally, nor a leading 
supplier of this commodity, constitute sufficient reasons for Brazil and Argentina to be 
able to strengthen their bargaining positions vis-à-vis the PRC, the largest consumer and 
importer in the world. As the two cases examined in this chapter make clear, the 
embargoes imposed by China –in 2004, to Brazilian soybeans and, in 2010, to Argentine 
soybean oil– demonstrate the relevance of the CID theory for cases of “asymmetrical 
interdependence in trade, where power goes to those who can afford to hold back or 
break trade ties.” 63  Keohane and Nye also note that “a less-dependent actor in a 
                                                 
59  Some of the most important governmental agencies are the Ministry of Commerce (MOFCOM, 
Zhōnghuá rénmín gònghéguó shāngwù bù, 中华人民共和国商务部, or 中華人民共和國商務部), the 
State Administration of Grain (SAG, Guójiā liángshí jú, 国家粮食局  or 國家糧食局 , one of the 
“functional agencies” of the State Council [SC, Guówùyuàn,国务院, or 國務院] directly under the National 
Development and Reform Commission [NDRC, Guójiā fāzhǎn hé gǎigé wěiyuánhuì,国家发展和改革委员

会, or 國家發展和改革委員會] and from which depend institutions such as the China National Grain and 
Oils Information Center, the China Grain Research and Training Center) and China’s General 
Administration of Quality Supervision, Inspection and Quarantine (AQSIQ, Guójiā Zhìliàng Jiāndū 
Jiǎnyàn Jiǎnyì Zǒngjú, 国家质量监督检验检疫总局, or 國家質量監督檢驗檢疫總局).  
The latter agency is particularly important for the purposes of this research, since it prepares the lists of 
approved import sources. For an example of such lists, please refer to AQSIQ’s “List of allowed import 
sources of food types and national/regional to China” as of April 2013. (translation by the author)  
(我国允许进口粮食种类及来源国家或地区名录 , 我國允許進口糧食種類及來源國家或地區名錄) 
 http://dzwjyjgs.aqsiq.gov.cn/zwgk/zwjyjy/jjzwjcp/sg/zrmd/201304/t20130410_351794.htm  
http://www.aqsiq.gov.cn/ (accessed July 15, 2010).  
60 Keohane and Nye, Power and Interdependence, 269. 
61  Albert Hirschman, National Power and the Structure of Foreign Trade (Berkeley: University of 
California Press, 1945).  
62 In spite of Brazil’s potential to become a worldwide leading crude oil producer and exporter, following 
its discovery of enormous, ultra deep-water oilfields in 2007 (Tupi-Lula) and 2010 (Libra).  
63 Keohane and Nye, Power and Interdependence, 9-10.  

http://dzwjyjgs.aqsiq.gov.cn/zwgk/zwjyjy/jjzwjcp/sg/zrmd/201304/t20130410_351794.htm
http://www.aqsiq.gov.cn/
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relationship often has a significant political resource, because changes in the relationship 
(changes that the actor can initiate of threaten) will be less costly to that actor than to its 
partners.”64 

In terms of power, then, the theoretical relevance of these two cases lies in that 
they provide compelling evidence that indicates, on the one hand, the power that the PRC 
has as reflected by its ability to unilaterally65 introduce changes in Sino-Brazilian and 
Sino-Argentine relations and to hold trade ties back by deciding the imposition of 
restrictions to Brazilian and Argentine imports, thus denying them access to its market. 
The PRC, if it considers it necessary –for a number of reasons, can change the terms of 
trade because “powerful states… can act unilaterally… including unilateral trade 
retaliation.”66 

On the other hand, they conclusively demonstrate that the “control over 
resources” (i.e., “resource” power) exerted by Brazil and Argentina does not necessarily 
translate into “power over outcomes” (“behavioral” power, “the ability to obtain the 
outcomes you want”, the “potential to affect outcomes”). In light of the aforementioned, 
being granted market-access for their exports to the PRC would constitute a successful 
outcome for both these countries, while the closure of the market to their exports would 
show their lack of “behavioral” power.   

According to Keohane and Nye, the characteristics of CID 67  give rise to a 
complex bargaining process among the different parties involved. Thus, it is through 
this kind of negotiations that these issues would be discussed between China, Brazil and 
Argentina. The authors note that “asymmetrical interdependence “merely provides a first 
approximation of initial bargaining advantages available to either side”, and point out 
that “by itself cannot explain bargaining outcomes… We must also look at the 
translation in the political bargaining process”68 –with the caveat that political bargaining 
can be considered as a “means of translating potential into effects, and a lot is often lost 
in the translation”69 As it has already become evident at this point, negotiations among 
these countries are heavily influenced by the concepts of “asymmetry” “mutual 
dependence” and “economic complementarity” and, thus, they are examined in detail in 
the following section.   
 
Asymmetry 

Asymmetry refers to the fact that “one party needs the benefits derived from a 
relationship more than the other”70 and, in this regard, Keohane and Nye point out that 
“it is asymmetries in dependence that are most likely to provide sources of influence 
for actors in their dealings with one another… (because) less-dependent actors can 

                                                 
64 Ibid. 
65 The actor who can afford to alter the agreement unilaterally has the upper hand. See Keohane and Nye, 
Power and Interdependence, 14. 
66 Keohane and Nye, Power and Interdependence, 260. 
67 According to the authors, CID is characterized by the existence of multiple actors (states, transnational 
actors), the fact that force is irrelevant and ineffective as an instrument of policy (GDP is the new weapon) 
and that there is no clear hierarchy of issues. See Keohane and Nye, Power and Interdependence, 21. 
68 Keohane and Nye, Power and Interdependence, 16.  
69 Ibid., 10.  
70  R. Harrison Wagner, “Economic Interdependence, Bargaining Power and Political Influence”, in 
International Organization 42, 3 (Summer 1988): 461. 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

  Chapter 2  
                                                                                                                                                              Theory  

 88 

often use the interdependence relationship as a source of power in bargaining over 
an issue and perhaps to affect other issues.”71  

The above remarks contribute to further clarify the multiple links that exist 
between the concepts of power –i.e., “influence”–, dependence –i.e., “need”– and 
“asymmetry” –higher or lower degree of “need”– and which are, as it is increasingly 
evident, intimately related. They also allow for a better understanding of the role that 
each actor plays: simply put, relations among these countries are asymmetrical because 
Brazil’s and Argentina’s need of Chinese purchases of their primary products is greater 
than China’s need of such supplies. Being less-dependent, the PRC can exert significant 
influence on its negotiations with these countries, by having the power of granting them –
or denying– access to its market, and without having to fear their reactions.  

In other words, the concepts “asymmetry” and “dependence” are so deeply 
intertwined that could actually be considered, in many respects, as overlapping 
in expressing a similar notion: they refer to the different degree (“asymmetry”) of need 
(“dependence”) of different actors. The theory argues that the actor who is less dependent 
(favorable “asymmetry”) can use the interdependent relation (common needs, but to 
different degrees) as a source of “power” in bargaining (negotiating) with the other actors.   

Keohane and Nye point out that “heart of the political bargaining process of 
interdependence” lies “between two extremes”72, noting that extreme cases are always 
rare and unusual:  

 Pure Symmetry    Pure Dependence   
 

Thus, three points need to be highlighted in analyzing the implications of the 
above remarks: first, the relations are asymmetrical, in the sense of Brazil’s and 
Argentina’s higher need of Chinese demand of their exports than China’s need of such 
products (the complementarity of their economies plays a role in this point, as examined 
later on).  

Second, Sino-Brazilian and Sino-Argentine relations are characterized by 
interdependence, with “mutual dependence” meaning “common” to all parties, but not 
“equivalent”: again, Brazil’s and Argentina’s need of China is remarkably higher than 
vice-versa. The reason of this would be China’s gigantic market, which makes it the 
world’s largest consumer and top importer of soybeans (accounting for 53% of global soy 
imports).73 As an unrivalled buyer, the PRC enjoys significant leverage in its bargaining 
with these countries and can afford to unilaterally alter the terms of trade exchanges with 
these countries, by using the greater bargaining power it has over them to the point 
of restricting or denying access of Brazilian and Argentine soybeans to its market –as it, 
in fact, did in 2004 and 2010. The underlying reason is rather simple: as the large 

                                                 
71 Keohane and Nye, Power and Interdependence, 9-10.  
72 Ibid., 8.  
73 Interestingly, the PRC is simultaneously one of the largest soybean producers –the 4th largest producer 
globally, behind the US, Brazil and Argentina– and the top consumer and importer worldwide.  
“Soybean is king in American exports to China” – China Daily – August 2, 2013.  
http://usa.chinadaily.com.cn/epaper/2013-08/02/content_16865591.htm (accessed August 2, 2013). 
Also, Carrie Brown-Lima, Melissa Cooney and David Cleary, “An overview of the Brazil-China soybean 
trade and its strategic implications for conservation”, in The Nature Conservancy (2010): 6.   
http://www.nature.org/ourinitiatives/regions/southamerica/brazil/explore/brazil-china-soybean-trade.pdf 
(accessed March 20, 2011). 

http://en.wikipedia.org/wiki/File:U%2B2194.svg
http://usa.chinadaily.com.cn/epaper/2013-08/02/content_16865591.htm
http://www.nature.org/ourinitiatives/regions/southamerica/brazil/explore/brazil-china-soybean-trade.pdf
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majority of their soybean exports go to the PRC, if access to their main export destination 
is restricted, Brazil and Argentina are left with no alternative markets where to re-direct 
the enormous volume of soybeans that they send to the PRC (i.e., negative effects of 
concentration of export destination). Even if they can find replacement markets where to 
re-allocate their exports, only part of that volume can be absorbed by these alternatives, 
and only temporarily (i.e., limited prospects for substitution, unsustainable alternative 
export destinations in the mid- and long-term).   

Third, all the above is further increased by the remarkably high level of 
concentration in the trade exchanges these countries have with the PRC: soybeans are 
the most important, or second-most important, product in Argentine and Brazilian export 
baskets, respectively, and both countries have become increasingly dependent on them 
for their exports to the PRC –despite the negative implications of this high concentration.  
As it is widely known, and being resource-rich developing nations, the largest proportion 
of Brazilian and Argentine production and exports consists of primary commodities –
which account for over ¾ of their total exports, and despite being the two most 
industrialized nations in South America. Commodities trade have allowed them to 
maximize the benefits of the soaring international prices of their exports –to a large 
extent due to Chinese demand– which, in turn, translate in equally high profits and 
revenues.74 This being the general pattern, it is not surprising that a very high percentage 
of Brazilian and Argentine products that both countries export to China consists of 
commodities. What might cause some surprise is that their exports are dominated by 
only two commodities: soybeans and petroleum, with the addition of a third one, iron ore, 
in the case of Brazil. 

The crux of the matter is that soybean exports are key for Brazil and Argentina, 
due to the remarkably high profitability of trade on this commodity in the international 
markets. The degree of dependence on Chinese purchases is clearly reflected in the fact 
that, in 2010, China absorbed 2/3 of Brazilian soybeans (65%) and an astonishing 83% or 
Argentine soybeans.75 While Brazil is in a relatively better position –due to its stronger 
market position,76 Argentina is widely regarded as being extremely dependent on this 
commodity.77  

                                                 
74 Up to a point, the logic behind this decision, arguable as it might be, is also understandable. However, 
there is also legitimate concern about the number of issues that this creates, such as the perils of 
primarization of the economies of these countries, their de-industrialization and the re-commodification of 
their productive structures, plus the expansion of mono-cropping (with other crops being displaced by 
soybean plantations), indirect contribution to deforestation in the Amazon, among other problems.  
75  Observatory of Economic Complexity, Massachusetts Institute of Technology (MIT) and UN 
COMTRADE.  
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/1201/2010/ 
76 M. Ferchen, A. García-Herrero and M. Nigrinis, “Evaluating Latin America’s Commodity Dependence 
on China” BBVA Working Paper 13, Vol. 5 (January 2013): 10-12. 
http://www.bbvaresearch.com/KETD/fbin/mult/WP_1305_tcm348-370500.pdf   
See also data from the Observatory of Economic Complexity, Massachusetts Institute of Technology (MIT) 
and UN COMTRADE.  
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/1201/2010/ 
77 Ismael Bermúdez, “Un modelo que es soja-dependiente”, Clarín, August 30, 2011.    
http://www.ieco.clarin.com/economia/modelo-soja-dependiente_0_545345531.html 
Ernesto Sanz, “El modelo sojadependiente ayer y hoy”, Infobae, July 16, 2010.  
http://www.infobae.com/2012/07/16/659397-el-modelo-sojadependiente-ayer-y-hoy  

http://atlas.media.mit.edu/explore/tree_map/export/arg/show/1201/2010/
http://www.bbvaresearch.com/KETD/fbin/mult/WP_1305_tcm348-370500.pdf
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/1201/2010/
http://www.ieco.clarin.com/economia/modelo-soja-dependiente_0_545345531.html
http://www.infobae.com/2012/07/16/659397-el-modelo-sojadependiente-ayer-y-hoy
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It is also worthy to highlight the “asymmetry of attention” 78  mentioned 
by Keohane and. Nye due to the relevance it has for the cases examined in this chapter –
especially, the 2010 embargo imposed to Argentina (in retaliation for the unjustifiable 
postponement of the first State visit of the Argentine president to the PRC in January that 
year). In the cases under analysis, it goes without saying that the PRC does not pay the 
same attention to Brazil or Argentina than these two countries pay to China, due to the 
different positions in which they rank as trade partners of each other. This asymmetry of 
attention would require the smaller states to have greater coherence and concentrations in 
their dealings with larger actors. This study points out that the embargo imposed to 
Argentina in 2010 reflects more clearly than other case examined the detrimental 
consequences that a leader’s impromptu decision and lack of cultural awareness can have 
in bilateral relations, especially those marked by asymmetrical interdependence to such a 
considerable degree as the Sino-Argentine relation.     

The logic of the observations made in this section regarding the asymmetry of 
Brazil and Argentina towards the PRC, (due to their high concentration of export baskets 
(in one dominant product) and their similarly high concentration on one export 
destination) apply, to a large extent, to these countries “dependence” on China, as it will 
be examined in the next section.  
 
Interdependence 

As explained in the preceding section, “dependence” –means “need.” 79  
According to Keohane and Nye, “interdependence” can be succinctly described as a 
situation of “mutual dependence.” In Power and Interdependence, they explain that “in 
common parlance, dependence means a state of being determined of significantly 
affected by external forces”, while the term “interdependence” specifically refers to 
situations that are characterized by reciprocal effects among countries or actors. 80 Such 
effects are an inevitable result from international transactions: flows of money and goods 
(for the purposes of this research, oil and other commodities –such as soybeans and its 
derivatives), as well as people and messages across international boundaries. Besides 
being reciprocal, these effects must be “costly”, since this costliness constitutes an 
essential feature of “interdependence”.  

The main point, the authors explain, is that these “reciprocal costly effects” are 
“effects that people care about” and which, in turn, generate concerns –and politics.81 

                                                                                                                                                 
Sergio Schlesinger, “Soja: o grão que segue crescendo”, Documento de Discussão No. 21, Grupo de 
Trabalho sobre Desenvolvimiento e Meio Ambiente nas Américas da Tufts University, July 2008.  
http://ase.tufts.edu/gdae/Pubs/rp/DP21SchlesingerJuly08.pdf  
78 Keohane and Nye, Power and Interdependence, 182.  
79 Harrison Wagner, “Economic Interdependence, Bargaining Power and Political Influence”, 461. 
80 Please refer to Keohane and Nye, Power and Interdependence, 7-9.  
81 As succinctly mentioned in Chapter 1, the authors point out that, for instance, carbon dioxide emissions 
are an example of these “reciprocal costly effects”. They also note that it is –a priori– impossible to specify 
whether the costs will be exceeded by the benefits of a certain relationship, since this will depend on the 
values of the actors and the nature of the relationship.  
Keohane and Nye pointed out that “energy security considerations influence government decisions: as 
energy issues, and environmental ones, have become politically more salient.” See Keohane and Nye, 
Power and Interdependence, 100.  
And, in an article that he wrote in 2007, twenty years after Power and Interdependence was published, Nye 
made the following observation: “This year, China will surpass the US in emissions of greenhouse gases. 

http://ase.tufts.edu/gdae/Pubs/rp/DP21SchlesingerJuly08.pdf
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Keohane and Nye make an important point when they highlight that 
interdependence (hereinafter, ID) restricts autonomy.82 In accordance to this observation 
is S. Krasner’s famous book Sovereignty: Organized Hypocrisy, in which he examines 
the four modalities that this concept can have, one of which is “interdependent 
sovereignty” (which refers to the ability of public authorities to control trans-border 
movements by regulating the “flow of information, ideas, goods, people, pollutants, or 
capital across the borders of their state”).83 The significant loss of manoeuvring capacity 
that states have suffered due to the very “dense” nature of current economic regional and 
global relations is also pointed out by Held et al., noting that this is one of the features 
that most prominently characterize ID.84  

 
Two Terms: ID and Interconnectedness 

The authors proceed with their analytical examination by pointing out the 
difference between ID (CID) and “interconnectedness”, which is “vital to understand 
the politics of interdependence” 85 : on the one hand, as mentioned in the previous 
paragraph, interactions within an ID context have “reciprocal costly effects”: 

                                                                                                                                                 
It builds nearly two new coal-fired electricity plants each week. In such a world, energy security can no 
longer be summed up as greater energy independence. Instead, we must find better ways to cope with 
energy interdependence.” 
See Joseph S. Nye, “The Changing face of Energy Security”, Daily Times, August 14, 2007.  
http://www.dailytimes.com.pk/default.asp?page=2007\08\14\story_14-8-2007_pg3_5 (accessed September 
7, 2012).  
82 But they note that “governments continually sacrifice ‘economic welfare’ to security and autonomy’”. 
See Keohane and Nye, Power and Interdependence, 33.  
83 The concept of “interdependent sovereignty” is developed by Stephen D. Krasner in his book Sovereignty: 
Organized Hypocrisy, as one of the four modalities of “sovereignty” distinguished by this author – who 
points out that they do not necessarily go together. In this regard, and according to Krasner, “power 
asymmetries among principal actors –notably, states” is one of the reasons that explain the notably 
different ways in which the term “sovereignty” has been used in the past. Such “power asymmetries” must 
be taken into consideration along other factors, namely, the absence of authoritative conflict-resolution 
institutional arrangements, logical contradictions and differing incentives confronting individual rulers. 
In addition to “interdependent sovereignty”, Krasner also refers to the “legal”, “domestic” and 
“Westphalian” (“Vattelian-Westphalian”) conceptions of sovereignty. According to this author, the notion 
of “interdependent sovereignty” –deeply associated, as it is, with the idea of “globalization eroding 
sovereignty”– refers to the ability of public authorities to control trans-border movements by regulating the 
“flow of information, ideas, goods, people, pollutants, or capital across the borders of their state.” Krasner, 
however, points out that states’ ability to control movements across their own borders –having never been 
particularly strong– has been even further reduced and limited by recent technological advances. Thus, this 
conception of “interdependence sovereignty” comes with a caveat: the aforementioned definition, rather 
than a rule, is a mere statement about an empirical fact. Therefore, what is to be generally understood from 
the claim that “globalization erodes sovereignty” is that capital flows, migration, or ideas cannot be 
controlled, and the norms and rules of any international institutional system (including the sovereign state 
system) have “limited influence and always [can] be subject to challenge”, noting that the ‘justification for 
challenging specific norms may change over time but the challenge will be persistent.” For further details, 
please refer to Stephen D. Krasner, Sovereignty: Organized Hypocrisy (Princeton, NJ: Princeton University 
Press, 1999): 3-4, 9-11.  
84 David Held, A. McGrew, D. Goldblatt and J. Perraton, Global Transformations: Politics, Economics and 
Culture (Stanford, California: Stanford University Press, 1999).  
85 Ibid., 8.  

http://www.dailytimes.com.pk/default.asp?page=2007\08\14\story_14-8-2007_pg3_5
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interdependent relations always involve costs and restrict autonomy. 86 On the other 
hand, “interconnectedness” does not have significant costly effects. 

The above points are concisely summarized by Del Arenal, who clearly points out 
that “if there are no costs, there is no interdependence.”87 This author also observes that 
the fact that ID is always costly does not precludes it from being beneficial.   Having 
made the difference between mere “interconnectedness” and “interdependence”, the 
authors proceed to make an important distinction between the two dimensions of the 
latter:  i- Sensitivity and ii- Vulnerability, examined in the below paragraphs. 
 
Two Perspectives: Joint Gains and Losses vs. Relative Gains 

The authors note that two different perspectives on ID must be distinguished: the 
first one is the “joint gains” –or “joint losses”,  since ID is not limited to situations of 
mutual benefit only– view of the parties involved in the ID relation”, while  the second 
perspective is focused on “relative gains and distributional issues”. They then elaborate 
on the first perspective (joint gains or joint losses), to which they also refer to as the 
“comparative advantage” thesis, due to the fact that it is supported by classical 
economists and attempts to provide an answer for the “old” but still relevant – question of 
“who gets what?”88, noting that the politics of ID involve “competition” even when 
larger benefits can be expected from “cooperation”. In this regard, they point out that 
“cooperation does not imply “harmony”: on the contrary, it arises out of discord, along 
with the shared belief that mutual adjustment is necessary, albeit often painful.”89 

Keohane and Nye illustrate the above point with an example that is particularly 
useful for the purposes of this study: both actor A (oil-exporting government) and actor 
B (multinational oil companies) are interested in high prices for petroleum. However, 
they can also be in conflict over shares of the profits involved. It should go without 
saying that, given the complementarity that exists among their economies, energy 
relations among China, Brazil and Argentina are of a non-zero-sum nature.  
 
Two dimensions of ID:  “Sensitivity” and “Vulnerability” 

Keohane and Nye note that, in order to understand the role that “power” plays in 
ID (i.e., control over resources in relations that have reciprocal costly effects), it is 
necessary –in terms of costs dependence– to distinguish between two different 
dimensions90 of the concept of dependence, i.e. “sensitivity” and “vulnerability.” The 
authos observe that “a less-dependent actor in a relationship often has a significant 

                                                 
86 As examples of these “reciprocal costly effects”, the authors emphasize ecological integrity or carbon 
dioxide emissions. They also note that it is –a priori– impossible to specify whether the costs will be 
exceeded by the benefits of a certain relationship, since this will depend on the values of the actors and the 
nature of the relationship. Keohane and Nye, Power and Interdependence, 236. 
87 Celestino del Arenal, “Mundialización, Creciente Interdependencia y Globalización en las Relaciones 
Internacionales”, in Cursos de Derecho Internacional y Relaciones Internacionales de Vitoria-Gasteiz 
(Bilbao: Universidad del País Vasco, 2009): 207-208.  (Translation by the author) 
88 The authors note that, in this regard, even joint gains do not prevent distributional conflicts, and illustrate 
the point by pointing out that “baking a larger pie does not stop disputes over the size of the slices.” See 
Keohane and Nye, Power and Interdependence, 9.  
89 Ibid., 260.  
90 Ibid., 11.  
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political resource, because changes in the relationship (changes that the actor can initiate 
of threaten91) will be less costly to that actor than to its partners.”92 

The authors explain that, as mentioned earlier, “interconnectedness” does not have 
significant costs, and thus the two dimensions of ID could be defined as follows: 
“sensitivity” would be “interconnectedness with costly effects” (i.e., it is one step 
more than “interconnectedness”), while “vulnerability” is “another step further in cost”, 
since it refers to the “cost of adjusting to the change indexed by sensitivity by changing 
one’s own policies.”93  
 
I.- Sensitivity 
According to Keohane and Nye, “sensitivity” means “liability to costly effects imposed 
from outside “before” policies are altered (to try to change the situation), and note that  
involves degrees of responsiveness within a certain policy framework that remains 
unchanged, with policies remaining constant (either because of a commitment to those 
rules of the difficulty in changing them).   
 The authors illustrate “sensitivity” by considering how quickly do changes by 
country A bring costly changes to country B, and how important would these the costly 
effects be. They also note that “sensitivity” ID can only give political influence “when 
the rules and norms in effect can be taken for granted, or when it would be prohibitively 
costly for dissatisfied states to change their policies quickly.” 94  
  The situations described above would be the scenarios that might occur in the 
absence of new policies, which would happen within the policy framework that existed 
before the occurrence of the external event.    

Keohane and Nye conclude their analysis of “sensitivity” by noting that it should 
also be taken into consideration how different would the situation be if the actors 
involved could change their policies and make any necessary adjustments. If such a 
shift would be possible, it would be a case of “vulnerability dependence.” 

 
II. Vulnerability 

The authors highlight that the “vulnerability” dimension of ID is more relevant 
than “sensitivity”. They define “vulnerability” as “an actor’s liability to suffer costs 
(also imposed by external events) even “after” policies have been altered” and note that –
unlike the previous dimension– it offers “alternatives” to the actors, who can adjust to 
the outside change (“vulnerability to external shocks”) 95,  in spite of the costs of 
adjustment not being able to be determined in advance. Since it implies the alteration of 
a policy, vulnerability ID can only be measured by the costliness of making effective 
adjustments to a changed environment over a period of time.   

Keohane and Nye argue that “vulnerability interdependence” offers a set of 
analytical advantages, from which derive the greater importance that it has for the 
purposes of this research. In the first place, they emphasize that “vulnerability” is 
                                                 
91 The authors recall Thomas Schelling’s distinction between a promise and a threat: “a promise is costly 
when it succeeds and a threat is costly when it fails.” See Keohane and Nye, Power and Interdependence, 
275. 
92 Ibid. 
93 Ibid., 236-237.  
94 Ibid., 16.  
95 Keohane and Nye, Power and Interdependence, xiii.  
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particularly important from a political standpoint, since it applies to politico-economic 
relations96, a distinction that, for the authors, “clearly, indicates that sensitivity ID will 
be less important than vulnerability ID in providing power resources to actors. As the 
authors note, power resources can be considered as instruments of state policy. 

If one actor can reduce its costs by altering its policy, either domestically or 
internationally, the sensitivity patterns will not be a good guide to power resources.”97 
The greater relevance of vulnerability ID in political terms is also due to the fact that it 
takes into account “human agency”: the authors consider that vulnerability can only be 
distinguished from sensitivity “if there is an actor, or agent, that reacts to a set of 
flows.”98 In this regard, the authors point out that “the language of vulnerability is meant 
to imply that agents may be able to manipulate these constraints and thereby enhance 
their own power” and, thus, argue that asymmetrical vulnerability ID is an important 
source of power (as mentioned earlier, vulnerability ID dominates sensitivity ID as a 
power resource.)99 Thus, the authors argue that, quite conventionally, vulnerability will 
lead to “bargaining weakness”, while the lack of vulnerability will lead to power.100 

 Second, the authors note that the importance of vulnerability ID is that it 
“includes the strategic dimension that sensitivity ID omits.101 Because of its broader 
scope, then, “vulnerability is particularly important for understanding the political 
structure of interdependence relationships. In a sense, it focuses on which actors are ‘the 
definers of the ceteris paribus clause’ (i.e., “all other things being equal”) or can set the 
rules of the game. 102 This point is particularly important considering that this study 
focuses on Sino-Brazilian and Sino-Argentine politico-economic” relations, in which 
China’s lesser vulnerability gives it the power to unilaterally define the terms of trade and, 
through the imposition of restrictions, alter exchanges with Brazil and Argentina, which 
are either vulnerable or highly vulnerable relative to the PRC. This is a crucial point for 
the purposes of the present research. The authors refer to it as “comparative 
invulnerability”, defining it as “the ability to impose discriminatory trading restrictions 
without effective retaliation.”103  

In the third place, Keohane and Nye observe that vulnerability is clearly more 
relevant than sensitivity104 to analyze the politics of raw materials (such as, in this case, 
petroleum and soybeans). In this regard, they point out that the key question for 
determining vulnerability is how effectively altered policies could bring into being 
sufficient quantities of a certain raw material, and at what cost could such alternatives 

                                                 
96 In addition to politico-economic relations, vulnerability also applies to socio-political linkages, unlike 
“sensitivity ID” (which can be social, political, military or economic). See Keohane and Nye, Power and 
Interdependence, 13.  
97 Keohane and Nye, Power and Interdependence, 13, 237-238.  
98 Ibid., 238.  
99 Ibid., 50. 
100 Ibid., 216.  
101 Nevertheless, the authors note that this does not mean that “sensitivity” can be considered as politically 
unimportant. See Keohane and Nye, Power and Interdependence, 14. 
102 Ibid., 13.  
103 Ibid., 120.  
104 Ibid., 207.  
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be pursued. 105 In other words, the problem would be reduced to a matter of “proportion” 
and “alternatives”. 106  

Based on this, the chapter further advances the argument that the volume of 
soybeans that the PRC demands and imports from Brazil and Argentina give it a 
dominant position towards them, due to the market control that it confers it. In by virtue 
of this predominance that China can unilaterally decide the imposition of access 
restrictions to its market to its suppliers, exploiting their vulnerability to its advantage and 
their inability to retaliate.  

The consequences of vulnerability ID for both the suppliers and the buyer (i.e., 
effects are reciprocal and costly, but to different extents) are analyzed as follows: in the 
case of the providers, both Brazil and Argentina are vulnerable to rejection or interruption 
of their exports to their products to China. This is even worsened by the high 
concentration of their export baskets (the large share that one specific commodity 
accounts for) and for the high concentration of export destinations (limited absorption 
capacity of alternative markets of Brazilian and Argentine production: only partially, and 
only temporarily).107  

As regards the buyer, China’s vulnerability is represented by its need of the 
imported commodities (given insufficient domestic production), which is further 
exacerbated if it happens that, as in the cases being examined, no other suppliers can 
provide the same quantities to it –not even by combining their exports (insufficient 
soybeans surplus stock from alternative suppliers, unable to provide sufficient amounts of 
the product to replace imports from Brazil and Argentina, and at higher prices).  

Such a situation has two major implications: the first would be that, given its 
vulnerability the buyer will take into consideration that, while it can control the access to 
its market, it cannot restrict the access of the products it imports from its suppliers at the 
same time –as explained later in the analysis of the cases, throughout the observed period 
restrictions have not been simultaneously imposed to soybeans from Brazil and Argentina. 
Simply put, the PRC just cannot afford to do without both of these suppliers at the same 
time.   

The second, that this would offer Brazil and Argentina the chance to strengthen, 
to a certain extent, their position vis-à-vis China, exploiting its dependence on their 

                                                 
105 Ibid., 13.  
106 For instance, and according to the authors, two things are important: the proportion that is imported, and 
the alternative to imported energy, and the cost of pursuing those alternatives. They illustrate this point 
with the example of two countries –both of them “importers” of a certain commodity, like petroleum (in 
this study, China as importer of soybeans), of which they import a similar amount– may seem equally 
sensitive to price rises. However, if country A (the US, in the example provided by the authors,) could shift 
to domestic sources at moderate cost, and country B (Japan) had no such alternative, then country B (Japan) 
would be more vulnerable than country A (the US). See Keohane and Nye, Power and Interdependence, 
10-11.  
107 Following President Fernández de Kirchner visit to China on July 2010 –amid the embargo to Argentine 
soybean oil imposed by the Chinese authorities– it was reported that India displaced China as largest export 
destination of Argentine soybean oil exports, purchasing 44% of total exports of the commodity, 
accounting for US$ 600.8 million. The Abeceb Report also noted that India or the other alternative 
markets –Bangladesh, Iran and Perú– were not sustainable export destinations in the long run.  
See: “Más allá de China: el aceite de soja argentino encuentra nuevos mercados”–La Nación –July 12, 2010.   
http://www.lanacion.com.ar/1284073-mas-alla-de-china-el-aceite-de-soja-argentino-encuentra-nuevos-
mercados     

http://www.lanacion.com.ar/1284073-mas-alla-de-china-el-aceite-de-soja-argentino-encuentra-nuevos-mercados
http://www.lanacion.com.ar/1284073-mas-alla-de-china-el-aceite-de-soja-argentino-encuentra-nuevos-mercados
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commodities and the lack of excess capacity of other (alternative) soybean producers. 
Since no other country (or countries) could completely replace them (worldwide top 
exporters) as suppliers to the PRC –not even by acting in tandem with other countries, 
due to the fact that these two South American nations represent over half of total Chinese 
soybeans imports (55% in 2005 and similar percentages in other years), the PRC would 
only be able to partially cover its imported volume. China can replace other providers 
with Brazil and Argentina, but not vice-versa: China cannot rely only in other suppliers –
not even on the US– to completely substitute the soybeans supplies that Brazil and 
Argentina provide it with.108 

This study argues that this is an important point, since it is the underlying reason 
for the non-simultaneous imposition of the embargoes to either country. It demonstrates 
that China’s dependence on Brazilian and Argentine imports does not allow it to 
concurrently halt imports from both these countries.  

This also suggests the advantages that Brazil and Argentina would have if they 
were to act in concert to work in tandem regarding their exports to China, strengthening 
their position due to the fact of being unrivaled providers.  

Brazil and Argentina do have an extra advantage vis-à-vis China: in terms of 
stock and supply, the combined soybean exports of these two countries (accounting for 
55% of total global exports in 2005 –Brazil 39%, Argentina 16%) can completely 
substitute the supplies that China could get from other providers (namely, the US, 
Australia or Paraguay) in submitting soybeans to China, but not vice versa: China 
cannot rely only in other suppliers –not even on the US– to completely substitute the 
soybeans supplies that Brazil and Argentina provide it with.109  

In addition to the fact that supplies from these countries could only partially be 
replaced, the PRC would also have to consider the higher cost of soybeans from 
alternative producers: soybeans produced and exported by other countries have a less 
competitive price than those imported from Brazil and Argentina. Indeed, the economic 
viability of trading with those countries is not quite the same as in the case of these two 
suppliers (this point is further clarified when examining the 2010 soybean oil embargo 
imposed to Argentina, in which the PRC authorities suggested Chinese traders to look for 
alternative sources –such as the US, Australia, or even Brazil– only for them to be 
unwilling to do so because of costlier soybeans prices relative to Argentina’s). Simply 
put: alternative suppliers cannot fully cover Chinese demand, but only on a partial basis 
and at higher prices.  
 
Compensation of Unfavorable Asymmetrical Interdependence: Bargaining, Linkage 
and Diversification Strategies 

At this point, and having examined the crucial role played by “asymmetry” and 
“interdependence” in Sino-Brazilian and Sino-Argentine relations, it should be evident 
that the vulnerability asymmetries ran strongly in favor of the PRC. Thus, it would be 
convenient to analyze what can the weaker parties do to attenuate the detrimental effects 

                                                 
108 Baohui Song, M. Marchant and S. Xu, “Competitive Analysis of Chinese Soybean Import Suppliers – US, 
Brazil and Argentina”, paper presented at the American Agricultural Economics Association Annual 
Meeting, Long Beach, California, July 23-26, 2006. 
http://ageconsearch.umn.edu/bitstream/21109/1/sp06so03.pdf (accessed December 20, 2012). 
109 Ibid. 

http://www.amazon.com/Chinas-Expansion-into-Western-Hemisphere/dp/0815775539/ref=pd_sim_b_6/188-5735060-9476441
http://www.amazon.com/Chinas-Expansion-into-Western-Hemisphere/dp/0815775539/ref=pd_sim_b_6/188-5735060-9476441
http://ageconsearch.umn.edu/bitstream/21109/1/sp06so03.pdf
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of asymmetrical interdependence and, by translating control over resources into influence 
over outcomes, move towards a mutually beneficial, more “symmetrical” 
interdependence.110 

Keohane and Nye point out that, under conditions of CID and from the foreign 
policy standpoint, the problem that actors face would be “how to benefit from 
international exchange, while maintaining as much autonomy as possible.”111  From an 
international system perspective, the problem would be “how to generate and maintain a 
mutually beneficial pattern of cooperation in the face of competing efforts by 
governments…to manipulate the system to their own benefit.”112   

The present research considers that through bargaining, issue linkage and 
diversification (of both their export baskets and their export destinations), Brazil and 
Argentina could strengthen their bargaining power and obtain greater leverage and 
clout by seeking to,  first, reduce their dependence –both on both soybeans as dominant 
export and on China has main export destination, which reinforces its dominant position– 
and, second, to strategically exploit China’s dependence on the soybeans they supply it 
with. Thus, reducing their dependence on China is a pre-condition Brazil and Argentina 
must fulfill if they are to cherish any reasonable hopes of successfully bargaining with 
China. And it is at this point that the strategies of bargaining, issue linkage and 
diversification can probe their effectiveness in attenuating their vulnerability.  
 
Bargaining 

As mentioned earlier, Keohane and Nye point out that “any analysis of the politics 
of ID requires a sophisticated conception of bargaining” and that “patterns of 
economic ID have implications for power and vice versa.”113 This is so because it is 
through a political bargaining process that actors translate power resources into power as 
control of outcomes.  

The authors observe that dominant states may try to use their “overall economic 
power” to affect the process, but at the same time argue that “skillful bargaining may 
partially compensate for an unfavorable asymmetry in the structure of power 
resources between partners.”114  The authors define such structure as “the system” (i.e., 
the way in which the “cards” and “chips” are distributed among the players) within 
which the bargaining process (i.e., the way in which the players play the “cards” they 
have been dealt) takes place. 

According to this point, it is possible to argue that Brazil and Argentina –whose 
the negotiating abilities are limited due to their greater dependence on the PRC– could 
attenuate the detrimental effects of asymmetrical interdependence –and maximize the 
benefits its offers– by devising and adopting bargaining strategies through which 
strengthen their positions vis-à-vis China, thus being able to influence the terms of trade 

                                                 
110 Carlos Escudé, “Argentina y China pueden avanzar en una ‘interdependencia simétrica’”, in DangDai 7 
(March 2012). 
http://dangdai.com.ar/index.php/actualidad/4-actualidad/900-escude-argentina-y-china-puedan-avanzar-en-
una-interdependencia-simetrica (accessed April 2, 2012). 
111 Keohane and Nye, Power and Interdependence, 270.  
112 Ibid., 270.  
113 Ibid., 275. 
114 Ibid., 26, 177.  

http://dangdai.com.ar/index.php/actualidad/4-actualidad/900-escude-argentina-y-china-puedan-avanzar-en-una-interdependencia-simetrica
http://dangdai.com.ar/index.php/actualidad/4-actualidad/900-escude-argentina-y-china-puedan-avanzar-en-una-interdependencia-simetrica
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relations with it (i.e., translating power over resources into effective power over 
outcomes.) 

In order for them to be able to do this, these countries would need to bargain with 
“skill, commitment and coherence” in order to be able to exploit the comparative 
advantage they have in the production and exportation of specific commodities that are 
of strategic importance for the PRC and over which they have greater leeway. As two of 
the world’s leading grain exporters, the “resources” over which Brazil and Argentina 
exert the control that producers can be reasonably expected to have over their products 
are better defined in terms of soybeans than in terms of petroleum. 

Compared to petroleum, trade on soybeans reflects with great clarity and in a 
most faithful way, both the asymmetry and the mutual dependence that characterize 
relations among these countries.  

The two following tables (Table 2.6 and Table 2.7) show the remarkably different 
relevant that Brazil and Argentina have for the PRC as suppliers of, first, petroleum 
(crude oil – Table 2.6) and, second, of soybeans (Table 2.7). For the reader’s 
convenience –and to put Brazilian and Argentine exports to China in a broader context, 
the tables contain a short reference to the percentages that China imports from other 
important producers of oil (Venezuela) and soybeans (the US).   

In terms of petroleum, the data will show that, throughout the observed period, 
Brazil and Argentina play a more significant role that it could be expected, being 
alternatively the largest or second largest South American oil suppliers to the PRC for 
most of the years covered in the observed period of time, ahead of Venezuela between 
2000 and 2006, and with Brazil retaking the leading position in 2010.  According to data 
from The Observatory of Economic Complexity at Massachusetts Institute of Technology 
(MIT) and the database of Commodities Trade at the UN (COMTRADE), Brazil has been 
consistently ranked a worldwide top 5 oil supplier to China’s between 2005 and 2010. 
Although Argentina’s smaller relevance as an oil supplier in global terms, it also ranked 
as a top 5 supplier to the PRC in 2006, together with Brazil, behind Angola, the United 
Arab Emirates and other oil producing countries (different countries –Sudan, Indonesia, 
among others– in different years).  

Thus, Brazil and Argentina are significant oil suppliers to the PRC. In terms of 
each country’s contribution to total Chinese imports, the highest percentage achieved by 
Brazil was 13% (in 2010). As further examined in Chapter 4, the increase of Chinese oil 
imports from Brazil that can be observed towards the end of the examined period (2008, 
2009, 2010) is a direct consequence of oil production from its 2007 pre-salt offshore 
oilfield discoveries (前鹽層石油 ), which led President Lula to famously proclaimed that 
“God must be Brazilian”115 and defined the discovery of the Tupi oilfield (Tupi油田 ) –
the largest oil discovery in the Western Hemisphere in 30 years– as being a “blessing” 
(“benção”)116 that represented Brazilian self-sufficiency in oil.   
                                                 
115 Andrés Oppenheimer, “Brazil’s huge oil find will lead to new wealth… or a petro-populist giant”, The 
Miami Herald, November 26, 2007. 
http://www.miamiherald.com/news/columnists/andres_oppenheimer/story/319805.html  (accessed April 2, 
2010). 
116 As defined by President Lula while being interviewed in the “Café com o Presidente” weekly program, 
conducted on August 30, 2009. During it, President Lula referred to the “pre-salt” oilfields as being “an 
asset of the [Brazilian] Union, [part of the] wealth of the [Brazilian] people and the future of Brazil” (“Pré-
sal: patrimônio da União, riqueza do Povo e futuro do Brasil”)  

http://www.miamiherald.com/news/columnists/andres_oppenheimer/story/319805.html
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Table 2.6 – China’s Total Petroleum Imports: Relevance of Brazil and Argentina as Oil Suppliers  
 

China Total Petroleum Imports from 
Brazil and Argentina ( %, US$  billion) 

Year % from Brazil % from Argentina (% of  Venezuelan Exports) 

2000 1.0 %            
(US$ 0.036 bn) 

N/A No recorded exports to China 

2001 1.9 %           
(US$ 0.040 bn) 

1.0 %                  
(US$ 0.022 bn) 

Minor exports to China                   
(0,072%, US$ 0.010 bn) 

2002 N/A N/A  Slightly increased China                     
(0,11%, US$ 0.017 bn) 

2003 0.54 %         
(US$ 0.022 bn) 

0.59 %               
(US$ 0.024 bn) 

To China                     
(0,41%, US$ 0.066 bn) 

2004 3.2 %           
(US$ 0.210 bn) 

2.3 %                  
(US$ 0.160 bn) 

To China                     
(0,28%, US$ 0.062 bn) 

2005 5.5 
%           (US$ 

0.540 bn) 

1.9 %                 
(US$ 0.190 bn) 

To China                      
(0,17%, US$ 0.055 bn) 

2006 5.2 %           
(US$ 0.840 bn) 

5.5 %*                
(US$ 0.890 bn) 

To China                      
(0,49%, US$ 0.190 bn) 

2007** 4.2 %           
(US$ 0.840 bn) 

2.1 %                  
(US$ 0.420 bn) 

China: 1st Asian destination, 
and 2nd worldwide                 
(3.1%, US$ 1.1 bn)      

2008 4.8 %            
(US$  1.7 bn) 

2.0 %                 
(US$ 0.720 bn) 

To China: 2nd Asian                        
(6%, US$ 3.2 bn 

2009  5.4 %           
(US$ 1.3 bn) 

0.91 %                
(US$ 0.220 bn) 

To China: 1st  Asian      
(5.6%, US$ 1.7 bn 

2010  13 %*        
(US$ 4.1 bn) 

 2.1 %                
(US$ 0.670 bn) 

To China: 2nd Asian                        
(US$ 3.1 bn -3rd buyer)          

                       Source: Compiled by author. 
                       Based on data from the Observatory of Economic Complexity  

            Massachusetts Institute of Technology (MIT) and UN COMTRADE 
         http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2000/ and  

            http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2010/ 
           *Maximums of the observed period in bold 

      ** 2007: 1st time that Venezuela exports more oil to China than Brazil and Argentina.  
 
In the case of Chinese imports of Argentine oil, quite the contrary to Brazil, the 

figures are a reflection the decrease in oil production and, thus of exports. As it will be 
seen in Chapter 5, this trend is a result of a misguided energy policy that results in lack of 
                                                                                                                                                 
http://blog.planalto.gov.br/patrimonio-da-uniao-riqueza-do-povo-futuro-do-brasil/ (accessed September 5, 
209). 

http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2000/
http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2010/
http://blog.planalto.gov.br/patrimonio-da-uniao-riqueza-do-povo-futuro-do-brasil/
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investment and, eventually, loss of self-sufficiency immediately after the end of the 
observed period, in 2011. It seems to be written in stone that Argentina is a country 
defined by contrasts, and in this regard it needs to be highlighted that it was also in 
November of that year that the discovery of one of the world’s most significant 
accumulations of non-conventional resources in the Vaca Muerta (“Dead Cow’) 
formation in Neuquén province, which were considered to be the “one of the world’s best 
shale plays by Wood Mackenzie, able to transform the energy potential of Argentina and 
South America.117 

 
As aforementioned, it needs to be highlighted that, despite the role they play in 

total Chinese oil imports (which are dominated by African and Middle Easter countries), 
Brazil and Argentina remained as the two largest South American oil suppliers of the 
PRC for most of the observed period. In only 3 years of the period covered (2007-2008-
2009) did Venezuela exported more than Brazil to China, and for 4 years in the case of 
Argentina (2007-2010), almost exclusively due to Argentine declining production.  

 
However, these figures need to be put in perspective, and, in this regard, it would 

be important to note two points regarding Venezuelan exports to China: first, in 2007 the 
PRC ranked as the 2nd largest destination of Venezuelan oil exports, behind the US. 
However, closer examination of these figures show that, while Venezuelan oil exports to 
China represented 3.1% of the country’s total exports and accounted for roughly over 
US$ 1 billion –thus placing China as 2nd largest oil destination in the world, there is truly 
an abyss between these figures and Venezuelan exports to the US –which, as always, 
ranked as the number one export destination of the country, absorbing 80% of 
Venezuela’s exported oil and accounting for US$ 29 billion (approximately an 
astonishing 30 times the amount exported to the PRC). These figures could also be 
examined from a different angle –perhaps more illustrative: Venezuelan oil exports to 
China in 2007 were only double of its exports to Uruguay (a country of 3.4 million 
people, similar to Taipei City, which accounted for 1.16% of its exports at a value of US$ 
560 millions, that is, virtually inconsequential). Lastly, this section highlights that the 
trend that was placing Venezuela as China’s top oil supplier started to be reversed in 
2010, when Brazil retook the top position, due to production of its pre-salt oilfields, as 
pointed out by in an interview held in the Petrobras offices in Brasilia.118 

 
As regards the much more relevant role that Brazil and Argentina play as soybean 

suppliers of the PRC, the table below reflects the critical importance of supplies of this 
grain to China.  
 
  
 
 
 

                                                 
117 “Repsol makes its largest ever oil find” – Press Release – Repsol – November 7, 2011.  
http://www.repsol.com/es_en/corporacion/prensa/notas-de-prensa/ultimas-notas/07112011-mayor-
descubrimiento-argentina.aspx (accessed November 10, 2011).  
118 Interview with Mr. Lucas Odoni (Administrator, Institutional Communication, PETROBRAS) – Brasilia, 
June 4, 2013.  

http://www.repsol.com/es_en/corporacion/prensa/notas-de-prensa/ultimas-notas/07112011-mayor-descubrimiento-argentina.aspx
http://www.repsol.com/es_en/corporacion/prensa/notas-de-prensa/ultimas-notas/07112011-mayor-descubrimiento-argentina.aspx
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Table 2.7–China’s Total Soybeans Imports: Relevance of Brazil and Argentina as Soybean Suppliers 

                         
China Total Soybean Imports from          

Brazil and Argentina ( %, US$  billion) 

Year % from Brazil % from Argentina (% from the US) 

2000 
(46%) 

18 % (lowest) 
(US$ 0.340 bn) 

28 %                   
(US$ 0.530 bn) 

43 %                   
(US$ 1 bn) 

2001 
(56%) 

22 %              
(US$ 0.540 bn) 

34 %*                
(US$ 0.830 bn) 

41 %                 
(US$ 0.930 bn) 

2002 
(58 %) 

36 %            
(US$ 0.820 bn) 

22 %                  
(US$ 0.510 bn) 

42 %                 
(US$ 2.6 bn) 

2003 
(50 %) 

26 %             
(US$ 1.3 bn) 

24 %                   
(US$ 1.2 bn) 

42 %                  
(US$ 2.5 bn) 

2004 
(52 %) 

30 %             
(US$ 1.6 bn) 

22 %                   
(US$ 1.2 bn) 

48 %                  
(US$ 2.6 bn) 

2005  
(58 %) 

29 %             
(US$ 1.7 bn) 

29 %                   
(US$ 1.7 bn) 

42 %                  
(US$ 2.5 bn) 

2006 
(55 %) 

37 % 
(highest) (US$ 

2.4 bn) 

22 %                    
(US$ 1.4 bn) 

40 %                 
(US$ 2.6 bn) 

2007  
(56 %) 

29 %             
(US$ 2.8 bn) 

27 %                   
(US$ 2.7 bn) 

43 %                  
(US$ 4.2 bn) 

2008 
(55 %) 

33 %             
(US$ 5.4 bn) 

22 %                   
(US$ 3.6 bn) 

45 %                  
(US$ 7.4 bn) 

2009  
(44.1%) 

 37 %* (highest)  
(US$ 6.3 bn) 

 7.1 % (lowest)  
(US$ 1.2 bn) 

 55 %                 
(US$ 9.3 bn) 

2010    
(50 %) 

 32 %          
(US$ 7.1bn) 

  18 % (2nd lowest) 
(US$ 4.1bn) 

 ( 49 % )             
(US$ 11 bn) 

            Source: Compiled by author. 
                         Based on data from the Observatory of Economic Complexity  

                           Massachusetts Institute of Technology (MIT) and UN COMTRADE 
                           http://atlas.media.mit.edu/explore/tree_map/import/chn/show/1201/2000/ and 
                           http://atlas.media.mit.edu/explore/tree_map/import/chn/show/1201/2010/  
 

 There are two main reasons for their greater clout in soybean exports: China’s 
lack of alternative suppliers –mainly in terms of the very high volumes of grain that 
Brazil and Argentina, the world’s second and third largest exporters, provide to the PRC– 
and greater competitiveness –in terms of costs of the replacement. Simply put, China can 
only partially replace Brazilian and Argentine soybeans, and at a higher cost.  

http://atlas.media.mit.edu/explore/tree_map/import/chn/show/1201/2000/
http://atlas.media.mit.edu/explore/tree_map/import/chn/show/1201/2010/
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It is worthy to point out the theoretical implications that trade in soybeans have 
for the purposes of this study: due to the unique features of the countries examined 
(Brazil and Argentina as worldwide leading exporters and suppliers of the PRC, China as 
the world’s largest consumer and importer and as a top trading partner of Brazil and 
Argentina), exports of this grain clearly illustrate the asymmetry among them. They also 
make clear the vulnerability dimension of interdependence: all three countries being 
interdependent, it becomes evident that Brazil and Argentina are more vulnerable vis-à-
vis the PRC than vice versa.  
 

             Table 2.8– Soybeans in Brazil and Argentina Total Exports to China  
Soybean Brazil Argentina 

% of Total Exports 5.6 % 7.5 % 

Exports to China as % of 

Total Exports to China 

23.2 % 71 % 

Exports to China as % of 

Total Commodity Exports 

64.6 % 82.6 % 

      Source: M. Ferchen, A. García-Herrero and M. Nigrinis,  
    “Evaluating Latin America’s Commodity Dependence on China”  
    BBVA Working Paper 13, Vol. 5 (January 2013): 12. 

                   http://www.bbvaresearch.com/KETD/fbin/mult/WP_1305_tcm348-370500.pdf   
 
As noted earlier, changes in trade relations unilaterally made by China will affect 

all of them, but will particularly costly for Brazil and Argentina. The reason is that China 
has succeeded in turning a potentially weak position of dependence –as both a consumer 
and importer– to its advantage. The PRC has used its gigantic market and overwhelming 
demand of the grain to turn the world soybean market into a “captive-supplier” scheme. 
 
Bargaining within a Producer-Consumer scheme 

The PRC dominates world soybean imports, and Brazil and Argentina are key 
exporters worldwide –together with the US, the three countries controlled 80-90% of 
global exports in 2009/2010. 119   It would be convenient to highlight that the four 
countries mentioned are worldwide top producers of soybeans120 –the US occupies the 1st 
position, with Brazil ranking 2nd, Argentina 3rd, and China 4th. The positions these 
countries occupy in the aforementioned ranking of soybeans producers remain stable 
throughout the period of time analyzed in this study (2000-2010).121 
                                                 
119 “Anuário Estadístico da Agroenergía” – Ministerio da Agricultura, Pecuária e Abastecimiento do Brasil 
(2012): Tabela 105-107, 172-173. 
120  “Top Production-Soybeans-2000”– FAOSTAT – UN Food and Agriculture Organization 
http://faostat.fao.org/site/339/default.aspx (accessed September 2, 2011). 
121 In spite of the fact that, in 2010 –and in terms of “Production Int. $1000” (thousand International 
Dollars)– China had been displaced by India as the 4th top producer of soybeans, the PRC still remained the 
4th largest producer in terms of “Production MT” (Metric Ton 1000 kg). 
See: “Top Production-Soybeans-2010”– FAOSTAT – UN Food and Agriculture Organization 
http://faostat.fao.org/site/339/default.aspx   
http://faostat.fao.org/site/565/default.aspx  (accessed January 15, 2012). 

http://www.bbvaresearch.com/KETD/fbin/mult/WP_1305_tcm348-370500.pdf
http://faostat.fao.org/site/339/default.aspx
http://faostat.fao.org/site/339/default.aspx
http://faostat.fao.org/site/565/default.aspx
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The above point is useful to illustrate the extremely large volume of soybeans that 
China demands, in spite of the fact that its domestic production is the 4th in the world. Such a 
profound need for imported soybeans gives the PRC a stronger market power relative to all 
the three countries, which depend on it to a large extent. Moreover, Chinese demand for 
imported soybeans is projected to continue increasing, which would reinforce China’s 
role in global markets. 

In other words, and for the purposes of this study, the robust position in which 
Chinese importers of soybeans are vis-à-vis exporters from Brazil and Argentina 
becomes particularly relevant given the fact that these countries, in spite of being leading 
producers and exporters of this commodity, do not enjoy the benefits that the supplying 
position could be thought to imply. To the contrary, this study highlights that China has 
succeeded in turning a potentially weak position of dependence –as both a consumer and 
importer– to its advantage. The PRC has used its gigantic market and huge demand to 
turn the world soybean market into a “captive-supplier” scheme, thus being able to exert 
substantial control over soybeans markets, thus being able –as the largest purchaser– to 
dictate terms to its suppliers.  

This feature has been pointed out by Song, Marchant, and Xu, who in a 2006 paper 
argued that Chinese soybean importers had stronger market power relative to U.S. soybean 
exporters122 -which, by extension, applies also to Brazil and Argentina, and even to a larger 
extent– pointing out that China enjoyed the benefits of being in a monopsony (買方壟斷) 123 
position –i.e., the market situation in which there is only one buyer, in terms of economic 
theory– with the caveat that the PRC is not the only purchaser and importer, but rather, 
and strictly speaking, the –by far and away– largest and most prominent one.  

In a later study, conducted along the same lines of analysis, these authors 
extended the implications of their original assumption to soybean exporters from Brazil 
and Argentina.124  

Their findings showed that their assumption of Chinese soybean importers having 
stronger market power over all three of the world’s largest soybean exporters was 
reasonable: “three large soybean suppliers facing one large soybean buyer with a rapid 
                                                                                                                                                 
As regards data on biofuels, it is noteworthy that “FAOSTAT does currently not collect any data on 
biofuels. (Users should consult FAO's Environment, Climate Change and Bioenergy Division).” 
122 Baohui Song, M. Marchant and S. Xu,  Testing Market Power of the U.S. and China in the Soybean 
Trade between the Two Countries, paper presented at the Southern Agricultural Economics Association 
Annual Meeting, Orlando, Florida, February 4-8, 2006.  
http://agecon.lib.umn.edu/ (accessed December 18, 2012).  
123 The term “monopsony” was introduced by Joan Robinson’s The Economics of Imperfect Competition 
(London: Macmillan, 1933), who credited University of Cambridge’s Bertrand Hallward as having coined 
it. In terms of economic theory, “monopsony” can be defined as the “market situation in which there is 
only one buyer… Although cases of pure monopsony are rare, monopsonistic elements are found wherever 
there are many sellers and few purchasers.” See Nicholas Kaldor, “Mrs. Robinson’s ‘Economics of 
Imperfect Competition”, in Economica 1, No. 3 (1934): 335. 
http://www.jstor.org/discover/10.2307/2548808?uid=3739216&uid=2&uid=4&sid=21102781424107 
(accessed February 12, 2011) 
Also: “monopsony” – Encyclopædia Britannica. 
http://global.britannica.com/EBchecked/topic/390066/monopsony  (accessed March 10, 2012).  
124 Baohui Song, M. Marchant and S. Xu, Competitive Analysis of Chinese Soybean Import Suppliers – US, 
Brazil and Argentina, paper presented at the American Agricultural Economics Association Annual   
Meeting, Long Beach, California, July 23-26, 2006. 
http://ageconsearch.umn.edu/bitstream/21109/1/sp06so03.pdf (accessed December 20, 2012). 

http://www.amazon.com/Chinas-Expansion-into-Western-Hemisphere/dp/0815775539/ref=pd_sim_b_6/188-5735060-9476441
http://agecon.lib.umn.edu/
http://www.jstor.org/discover/10.2307/2548808?uid=3739216&uid=2&uid=4&sid=21102781424107
http://global.britannica.com/EBchecked/topic/390066/monopsony
http://www.amazon.com/Chinas-Expansion-into-Western-Hemisphere/dp/0815775539/ref=pd_sim_b_6/188-5735060-9476441
http://www.amazon.com/Chinas-Expansion-into-Western-Hemisphere/dp/0815775539/ref=pd_sim_b_6/188-5735060-9476441
http://ageconsearch.umn.edu/bitstream/21109/1/sp06so03.pdf
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growth potential may support the assumption that Chinese soybean importers may have 
stronger market power than soybean exporters from Brazil and Argentina.”125 

These authors also pointed out that, in 2005, the export shares in the world 
soybean market for Brazil, the U.S., and Argentina were 39%, 37%, and 16%, 
respectively (according to USDA-FAS data from 2006), with the sum of soybean exports 
from these three countries accounting for 92% of the global total. 
 
Bargaining: Importance of Soybeans vs Petroleum 

From every angle one might want to consider it, soybeans can be truly regarded as 
a strategic asset for the PRC, due to their multiple advantages and uses. This section 
examines soybeans both as foodstuffs and at the light of their industrial use in general, 
and as an energy crop in particular.  

 
Table 2.9 – Brazil: Percentage of Petroleum, Soybeans and Soybean Oil  
                   exported to China 2000-2010 (as % of total Brazilian exports)   

Year Petroleum Soybean  Soybean Oil 

2000 3.2 % 

(US$ 0.036 bn) 

16 % 

(US$ 0.340 bn) 

1.9 % 

(US$ 0.021 bn) 

2001 2 % 

(US$ 0.040 bn) 

21 % 

(US$ 0.540 bn) 

0.25 % 

(US$ 0.004 bn) 

2002 N/A 29 % 

(US$ 0.820 bn) 

4.8 % 

(US$ 0.130 bn) 

2003 0.48 % 

 (US$ 0.022 bn) 

32 %  

(US$ 1.3 bn) 

5.8 %  

(US$ 0.270 bn) 

2004 3.2 %  

(US$ 0.210 bn) 

31 % (Embargo) 

(US$  1.6 bn) 

7.5 %*   

(US$ 0.490 bn) 

2005 7.8 % 

 (US$ 0.540 bn) 

33 %  

(US$ 1.7 bn) 

2.4 %  

(US$ 0.170 bn) 

2006 9.9 %  

(US$ 0.840 bn) 

44 %  

(US$ 2.4 bn) 

1.3 %  

(US$ 0.110 bn) 

2007 7.8 % 

 (US$ 0.840 bn) 

43 %  

(US$  2.8 bn) 

3 %  

(US$ 0.320 bn) 

                                                 
125 Baohui Song, M. Marchant and S. Xu, “Competitive Analysis of Chinese Soybean Import Suppliers – US, 
Brazil and Argentina”, paper presented at the American Agricultural Economics Association Annual 
Meeting, Long Beach, California, July 23-26, 2006: 11.  
http://ageconsearch.umn.edu/bitstream/21109/1/sp06so03.pdf (accessed December 20, 2012). 

http://www.amazon.com/Chinas-Expansion-into-Western-Hemisphere/dp/0815775539/ref=pd_sim_b_6/188-5735060-9476441
http://www.amazon.com/Chinas-Expansion-into-Western-Hemisphere/dp/0815775539/ref=pd_sim_b_6/188-5735060-9476441
http://ageconsearch.umn.edu/bitstream/21109/1/sp06so03.pdf
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2008 10 %  

(US$ 1.7 bn) 

48 %  

(US$ 5.4 bn) 

5 %  

(US$ 0.830 bn) 

2009  6.6 %  

(US$ 1.3 bn) 

55 %  

(US$  6.3 bn) 

2 %  

(US$ 0.410 bn) 

2010   13 %* 

(US$ 4.1 bn)** 

65 %* 

(US$ 7.1 bn) 

2.6 % 

(US$ 0.790 bn) 

  Source: Compiled by author. 
                             Based on data from the Observatory of Economic Complexity  

                  Massachusetts Institute of Technology (MIT) and UN COMTRADE 
                          http://atlas.media.mit.edu/explore/tree_map/export/bra/chn/show/2000/ and  
                  http://atlas.media.mit.edu/explore/tree_map/export/bra/chn/show/2010/ 
 
Figure 2.3– Brazil: Percentage of Petroleum, Soybeans and Soybean Oil exported to China   

                2000-2010 (as % of total Brazilian exports)   

 
 Source:  Author’s elaboration.  
               Based on data from the Observatory of Economic Complexity  

                             Massachusetts Institute of Technology (MIT) and UN COMTRADE 
 
In the case of the percentage that each of the three commodities represent in Argentina’s 
total exports to China, the scenario is quite similar to that of Brazil.  
 

Table 2.10– Argentina: Percentage of Petroleum, Soybeans and Soybean Oil  
                exported to China 2000-2010 (as % of total Argentine exports)   

Year Petroleum Soybean  Soybean Oil 

2000 N/A 

 

70 % 

(US$ 0.530 bn) 

2.7 % 

(US$ 0.028 bn) 

Brazil: Percentage of Petroleum, Soybeans and Soybean Oil       
            Exported to China 2000-2010 (as % of Total Exports) 
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http://atlas.media.mit.edu/explore/tree_map/export/bra/chn/show/2000/
http://atlas.media.mit.edu/explore/tree_map/export/bra/chn/show/2010/
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2001 2.1* 

 

67 % 

(US$ 0.830 bn) 

0.41 % 

(US$ 0.004 bn) 

2002 0.7 * 46 % 

(US$ 0.510 bn) 

20 % 

(US$ 0.230 bn) 

2003 0. 5 %* 

  

68 %  

(US$ 1.2 bn) 

N/A 

2004 7.8* 66 %  

(US$ 1.2 bn) 

32 %  

(US$ 0.820 bn) 

2005 N/A 76 %  

(US$ 1.7 bn) 

22 %  

(US$ 0.710 bn) 

2006 25.7 %  

(US$ 0.890 bn) 

80 % ** 

(US$ 1.4 bn) 

18 %  

(US$ 0.630 bn) 

2007 8.1 % 

 (US$ 0.420 bn) 

78 %  

(US$ 2.7 bn) 

29 %  

(US$ 1.5 bn) 

2008 11 %  

(US$ 0.720 bn) 

78 %  

(US$ 3.6 bn) 

23 %  

(US$ 1.5 bn) 

2009 6.2 %  

(US$ 0.220 bn) 

71 %  

(US$ 1.2 bn) 

39 %*  

(US$ 1.4 bn) 

2010  12 %  

(US$ 0.670 bn) 

83 %*  

(US$ 4.1 bn) 

4 %* (Embargo) 

(US$ 0.230 bn) 

 
Sources: Author’s elaboration.  
Network Center, MOFCOM, www.china.org.cn 
 
* As quoted in Oviedo, Table 10 (page 435), based on INDEC, Centro de Estudios para la Producción, 
Ministerio de Economía y Producción    
 
** Oviedo considers both soybeans and its byproducts as combined and accounting for 59%, which is in line 
with Bouzas, who notes 41% of soybeans and 18% of soybean oil.  
See: Oviedo, Table 13 (p. 455), based on INDEC, Centro de Estudios para la Producción, Ministerio de 
Economía y Producción, and Roberto Bouzas, “China y Argentina: Relaciones Económicas Bilaterales e 
Interacciones Globales”, Instituto de Investigaciones Jurídicas, UNAM:  287 Chart 2 (total pages: 283-
301)   http://biblio.juridicas.unam.mx/libros/6/2702/15.pdf  

 
In order to illustrate the meaning of the data in Table 2.9, please also refer to Figures 2.4, 
2.5 and 2.6 below:  
 
 
 
 

http://www.china.org.cn/
http://biblio.juridicas.unam.mx/libros/6/2702/15.pdf
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Figure 2.4 –Argentina: Percentage of Petroleum, Soybeans and Soybean Oil exported to China   
                2000-2010 (as % of total Argentine exports)   

  
 Source:  Author’s elaboration.   

 Figure 2.5– Argentina: Percentage of Petroleum exported to China 2000-2003 
                                              (as % of total Argentine oil exports)   

                               
           Source:  Author’s elaboration.  
 
Figure 2.6-Argentina: Percentage of Soybeans exported to China 2000-2003 
                                         (as % of total Argentine oil  exports)     

            
           Source:  Author’s elaboration.  
 
Soybeans as Foodstuffs 

 As foodstuffs, soybeans are a major ingredient in livestock feed (in particular, for 
poultry, pork, and fish–aquaculture) due to their high content of protein (38%). In China, 
just as in most countries, a large percentage of soybeans is processed for their oil (oil 
content of 18%), while a smaller percentage is processed for human or animal 

Argentina: Percentage of Petroleum, Soybeans and Soybean Oil Exported to China  
2004-2010 (as % of total exports) 
Note: please refer to Figures XX and XX for 2000-2003 percentages  
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consumption and made into products that include soy milk, soy flour, soy protein, tofu (
豆腐, a staple of the Chinese diet)126 and several retail food products.  

A prominent feature of the PRC that should be taken into special consideration for 
the purposes of the present research is that China is, simultaneously, one of the largest 
soybean producers127 –as above mentioned, the 4th largest producer globally128–and the 
world’s top soybean importer (accounting for 53% of global soy imports).129 The top 
three soybean producers in the world –namely, the US, Brazil, and Argentina– are also 
the leading suppliers for China, and compete with each other in the Chinese soybean 
import market. In this regard, the advantage that Brazil and Argentina have vis-à-vis 
both China and the US, at least from a soybean stock level perspective, is that, together, 
these two countries can be a complete substitute soybean supplier for the US to supply 
soybeans to China, but not vice-versa: the US cannot completely substitute the soybean 
supplies that these countries provide China with.130 

The remarkable Chinese demand of soybeans is due to a number of factors: it 
would be convenient to recall that the PRC’s soybean demand is driven not only by the 
food requirements of its large population, but also –and, arguably, more fundamentally– 
by the dietary changes that Chinese people have been experiencing in recent years, with 
meat consumption and demand rising sharply –and with soy meals, one of the derivatives 
of soybeans, being an essential factor in the animal feed industry.  In spite of its rapidly-
increasing domestic production, it still lags behind consumption given the PRC’s inability 
to keep up with its gigantic domestic demand –a result of the combination of lack of 
sufficient arable land, scarcity of water, and the world’s largest population, among other 
factors. 

In order to illustrate the magnitude of Chinese demand of imported soybeans –
which has rocketed in recent years– it should be mentioned that, in 2010, 82% of 
Argentina’s total soybean production was exported to China, while around 60% of 
soybeans produced in Brazil also had the PRC as destination –a percentage expected to 
increase up to 90% by 2020.131  

It is with regard to such percentages that, in recent years, numerous voices have 
expressed alarm and pointed out the risks entailed by Brazil’s and Argentina’s over 
dependence on China’s demand for soybeans, together with the remarkably high 
concentration and lack of diversification –both of the export basket and of the export 
                                                 
126 Alexei Barrionuevo, “To Fortify China, Soybean Harvest Grows in Brazil”, The New York Times, April 
6, 2007. 
http://www.nytimes.com/2007/04/06/business/worldbusiness/06soy.html?_r=0&adxnnl=1&pagewanted=al
l&adxnnlx=1381860815-RbXAGuXzEcQ4EBu0UE4/9w (accessed November 10, 2007) 
127 “Soybeans & Oil Crops–Trade”–USDA Economic Research Service (October 2012)  
http://www.ers.usda.gov/topics/crops/soybeans-oil-crops/trade.aspx  (accessed October 30, 2012) 
128 “Soybean is king in American exports to China” – China Daily – August 2, 2013.  
http://usa.chinadaily.com.cn/epaper/2013-08/02/content_16865591.htm (accessed August 2, 2013). 
129 Brown-Lima et al., “An overview of the Brazil-China soybean trade and its strategic implications for 
conservation”, 6.   
130 Baohui Song, M. Marchant and S. Xu, Competitive Analysis of Chinese Soybean Import Suppliers – US, 
Brazil and Argentina, paper presented at the American Agricultural Economics Association annual   
meeting, Long Beach, California, July 23-26, 2006. 
 http://ageconsearch.umn.edu/bitstream/21109/1/sp06so03.pdf (accessed December 20, 2012). 
131 Brown-Lima et al., “An overview of the Brazil-China soybean trade and its strategic implications for 
conservation”, 4, 10-12.   

http://www.nytimes.com/2007/04/06/business/worldbusiness/06soy.html?_r=0&adxnnl=1&pagewanted=all&adxnnlx=1381860815-RbXAGuXzEcQ4EBu0UE4/9w
http://www.nytimes.com/2007/04/06/business/worldbusiness/06soy.html?_r=0&adxnnl=1&pagewanted=all&adxnnlx=1381860815-RbXAGuXzEcQ4EBu0UE4/9w
http://www.ers.usda.gov/topics/crops/soybeans-oil-crops/trade.aspx
http://usa.chinadaily.com.cn/epaper/2013-08/02/content_16865591.htm
http://www.amazon.com/Chinas-Expansion-into-Western-Hemisphere/dp/0815775539/ref=pd_sim_b_6/188-5735060-9476441
http://www.amazon.com/Chinas-Expansion-into-Western-Hemisphere/dp/0815775539/ref=pd_sim_b_6/188-5735060-9476441
http://ageconsearch.umn.edu/bitstream/21109/1/sp06so03.pdf


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

  Chapter 2  
                                                                                                                                                              Theory  

 109 

destination– implied by it. Therefore, and along these lines, this dissertation will examine 
the risks of single agricultural commodity exports in these two countries, highlighting the 
fact that the largest share of their soybeans exports is also destined to a single consumer 
(i.e., the already mentioned concentration of export baskets and export destinations).  

In spite of China’s stronger market power in soybeans, the positions Brazil and 
Argentina occupy as producers and exporters of the commodity give them a significant 
role to play in the world soybean market. This is particularly relevant in their relations 
with the PRC, of which they are leading suppliers. These reasons, the present dissertation 
argues, would probe to be a useful resource for Brazil and Argentina with which 
strengthen their bargaining position vis-à-vis China, providing they could link their 
soybean exports to the energy resources that they also export to the PRC. The below 
subsection on linkage explains how this could be done.  
 
Soybeans as an Energy Crop: Soybean-based Biodiesel  

At this point, and having highlighted the strategic importance of soybeans as 
foodstuff resources for China in the preceding section, this research will emphasize the 
other major aspect of the relevance of this grain for the relations being examined in this 
study: their industrial use, as emphasized in one of the hypothesis described in Chapter 1.  

Indeed, soybeans can be used –and actually are so– in many non-food products, 
including plastics, inks and paints, solvents and cleaners, crayons and foams, and –more 
importantly for the purposes of this study, as energy crops grown for biofuels production.  

Soybeans are one of the major feedstock for biodiesel (生物柴油) production, 
and it is in this latter aspect that this research will put forward the argument that Brazil 
(the world’s largest producer of sugar cane-based ethanol–乙醇) and Argentina would 
strengthen their bargaining positions vis-à-vis China by taking advantage of the addition 
of a renewable energy resource to their conventional energy (petroleum) exports to the 
PRC. 

In this regard, it should be pointed out that Argentina is the third largest producer 
of soy bean-based biodiesel and the largest exporter worldwide (with the EU being 
Argentina’s top biodiesel export destination)132, while Brazil133 are leading producers and 

                                                 
132 Argentine biodiesel is based on soybean oil, which is and will continue to be the main feedstock utilized 
in its production. Soy represents 53% of the country’s cultivated area with grains. Argentina has one of the 
world’s largest and most efficient vegetable oil crushing industry, and 40% of Argentina’s soybean oil 
production is used to produce biodiesel. There is currently no other alternative feedstock which can 
commercially replace soybean oil in volume and cost 
133 It is important to note that Brazil has “a longstanding history in the use of biofuels as part of the energy 
matrix” and had a pioneering role regarding the introduction of biodiesel-related policies, having been 
implemented since the 1930s and, in particular, the 1970s.  
However, it was not until 2004 that the National Program on Biodiesel Production and Use was launched. 
As of 2013, Brazil was the second largest producer in the world, behind the EU and ahead of the US.  
In Argentina, biodiesel is a much newer development, which only started in the second half of the observed 
period, in 2007.  
“Programa Nacional de Produção e Uso de Biodiesel (PNPB)” – Ministério de Minas e Energia do Brasil 
(MME) 
http://www.mme.gov.br/programas/biodiesel/menu/legislacao.html (accessed May 22, 2011). 
http://www.mme.gov.br/programas/biodiesel/menu/biodiesel/perguntas.html (accessed May 22, 2011). 
“Biofuels Annual: Brazil” – GAIN Report BR10006 – Foreign Agricultural Service– US Department of 
Agriculture (USDA) 

http://www.mme.gov.br/programas/biodiesel/menu/legislacao.html
http://www.mme.gov.br/programas/biodiesel/menu/biodiesel/perguntas.html
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top exporters of soybean-based biodiesel which is obtained from soybean oil –through a 
process called transesterification (酯交換反應 ) 134– and used in diesel engines.  

Besides its usefulness as an energy resource, biodiesel also offers several 
advantages in environmental terms: being a derivative of vegetable oils, it is a renewable, 
less-polluting and environmentally-friendly energy resource, which offers the additional 
advantage of reducing particulate emissions due to its cleaner burning when compared to 
fossil fuels, among other benefits. Due to these advantages, the largest biodiesel producer 
and consumer in the world is the European Union (responsible for 53% of global 
production in 2010),135 which is also the top export destination market of Argentine 
biodiesel (accounting for 71% of the country’s exports)136, itself the top largest exporter.    

Following this line of analysis, this research argues that all the aforementioned 
reasons contribute to get a clearer and more complete understanding of the vulnerability 
that both Brazil and Argentina experience with regard to the aforementioned “shocks” 
that their raw, unprocessed soybeans exports to the PRC occasionally suffer. It goes 
without saying that both Brazil and Argentina are particularly vulnerable to such shocks 
is due to China’s dual characteristic as the main purchaser of their principal export –
soybeans– as well as being their main destination in terms of soybean exports.  

 
 
 

                                                                                                                                                 
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Sao%20Paulo%20ATO_B
razil_8-11-2010.pdf  (accessed March 1, 2011).  
“Gain Report BR10006: Brazil: Biofuels Annual”–US Department of Agriculture (USDA)–(2010): 2-4.  
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Sao%20Paulo%20ATO_B
razil_8-11-2010.pdf  (accessed May 2, 2011). 
“Biofuels Annual: Argentina” – Foreign Agricultural Service – US Department of Agriculture (USDA) 
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Buenos%20Aires_Argenti
na_7-6-2010.pdf (accessed March 2, 2011). 
“Production Statistics” – Food and Agriculture Organization (FAO) – United Nations. 
http://faostat.fao.org/site/339/default.aspx  
134 Succintly defined, transesterification (酯交換反應) is relatively simple process that consists of “a 
reversible reaction in which one ester (酯) is converted into another (as by interchange of ester groups with 
an alcohol in the presence of a base)”. In short, this process removes the glycerine (甘油) from the oil, 
leaving biodiesel (生物柴油), an energy resource that is increasingly used worldwide as an alternative and 
an effective replacement of petroleum-based diesel oil (柴油).  
Biodiesel can be based on both animal fats and vegetable oils (from soybeans, palm, sunflower, rapeseed).  
Soybean-based biodiesel is most usually produced through the reaction of vegetable oils or animal fats with 
methanol (甲醇,CH3OH) or ethanol (乙醇,CH3CH2OH) in the presence of sodium hydroxide (氫氧化鈉, 
NaOH, which is also known as caustic soda and acts as a catalyst). The transesterification reaction yields 
methyl or ethyl esters (biodiesel, 生物柴油) and a byproduct of glycerine. It should be noted that biodiesel 
is not straight vegetable oil burned in a diesel engine. A number of studies conducted between 1980 and 
2000 have shown that biodiesel used in diesel engines does not cause carbon deposits nor shorten a 
vehicle’s engine life. See J. Jones and C. Peterson, Using Unmodified Vegetable Oil as a Diesel Fuel 
Extender (Idaho, ID: University of Idaho, 2002). 
Also, see: http://www.merriam-webster.com/medical/transesterification (accessed September 21, 2011). 
135 “Statistics” – European Biodiesel Board (EBB) 
http://www.ebb-eu.org/stats.php  (accessed March 30, 2011).  
136 “Biofuels Make a Comeback Despite Tough Economy” – The World Watch Institute – August 29, 2011.  
http://www.worldwatch.org/biofuels-make-comeback-despite-tough-economy (accessed September 1, 2011) 

http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Sao%20Paulo%20ATO_Brazil_8-11-2010.pdf
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Sao%20Paulo%20ATO_Brazil_8-11-2010.pdf
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Sao%20Paulo%20ATO_Brazil_8-11-2010.pdf
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Sao%20Paulo%20ATO_Brazil_8-11-2010.pdf
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Buenos%20Aires_Argentina_7-6-2010.pdf
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Buenos%20Aires_Argentina_7-6-2010.pdf
http://faostat.fao.org/site/339/default.aspx
http://www.merriam-webster.com/medical/transesterification
http://www.ebb-eu.org/stats.php
http://www.worldwatch.org/biofuels-make-comeback-despite-tough-economy
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Benefits of Biodiesel for China: energy security and environmental benefits 

As mentioned in Chapter 1, and further developed in Chapter 3, in spite of 
increasing attention being paid by the Chinese government to renewable energy, domestic 
biodiesel production in the PRC is currently insufficient to satisfy Chinese demand. Thus, 
this subsection attempts to illustrate the common benefits that could be obtained by the 
addition of biodiesel to the energy resources that Brazil and Argentina export to the PRC.  

These countries are leading exporters of biofuels, and Argentina is the largest 
exporter of biodiesel worldwide, having the EU as main export destination. In Argentina, 
there is a mandatory blend of B7, but proposals to increase it to b10 or even B20 have 
been made by specialized institutions. Brazil also produces biodiesel, but its greatest 
strength is in sugar case-based ethanol, of which ranks second behind the US (which is 
also its largest market). Nevertheless, it is worthy to point out that, in this regard, the 
Brazilian biodiesel program is currently at such an advanced stage that it was decided that 
a compulsory 5 percent blending (B5), originally to be implemented in 2013, was to take 
effect in 2010. 137 

Given the advantages that both countries have in biodiesel production and 
exports –which is further strengthen by their low domestic demand and consumption– it 
would be convenient to analyze the domestic factors that affect biodiesel production in 
China and that explain the reasons why Chinese domestic demand is not satisfied.  

Indeed, biodiesel production targets set by the government are not being currently 
reached.138 Unsurprisingly, insufficient biodiesel production in the PRC is mainly due to 
scarcity of feed stocks for domestic biodiesel production.  

In addition to this, and rather than improving, the scenario seems to aggravate due 
to demand for biodiesel experiencing significant growth every year, especially due to 
China’s growing automobile fleet. In this regard, it is worthy to point out that, in 
December 2009, China overtook the US to become the world’s biggest consumer of 
cars.139 The nationwide use of biodiesel as transportation fuel is not mandatory –only 
voluntary and only in a number of cities of different provinces where pilot projects are 
conducted (such as the “demonstration districts” in different cities in Henan –河南省– 
Heilongjiang –黑龙江省, or 黑龍江省– and, more recently, in Hainan – 海南省, where a 
blending rate of 2-4% was used for biodiesel in transportation fuel).140  

As an interviewee pointed out, governmental support is critical for biofuel 
development in the PRC.141 As another interviewee put it, the Chinese biofuels industry 
can be considered to be presently “married” to government support.142 China’s current 
                                                 
137 Claudio A. Molina, “Energías Renovables: Perspectivas de los biocombustibles en Argentina,” Proyecto 
Energético, Vol. 79, (June/July 2007): 18-19. 
138 This is particularly noticeable if attention is paid to the low-level biodiesel blend (B5 as the dominant 
concentration in blends in most provinces, with Hainan province using B2 and B4). CHECK!!!  
139 “China’s motorways: Get your kicks on Route G6” – The Economist – December 22, 2012.  
http://www.economist.com/news/china/21568755-china-building-motorway-across-tibetan-plateau-some-
reaching-lhasa-road (accessed December 22, 2012). 
140 “Gain Report 11039: China: Biofuels Annual”, USDA (2011): 3. 
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Beijing_China%20-
%20Peoples%20Republic%20of_7-21-2011.pdf  
141 Interview with Dr. Wei Wei (Deputy Head, Senior Research Fellow–Institute of World Economics and 
Politics – Chinese Academy of Social Sciences-CASS) Beijing, August 14, 2013.  
142 Interview with an official from the Chinese embassy in Brazil, speaking on condition of anonymity.  

http://www.economist.com/news/china/21568755-china-building-motorway-across-tibetan-plateau-some-reaching-lhasa-road
http://www.economist.com/news/china/21568755-china-building-motorway-across-tibetan-plateau-some-reaching-lhasa-road
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Beijing_China%20-%20Peoples%20Republic%20of_7-21-2011.pdf
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Beijing_China%20-%20Peoples%20Republic%20of_7-21-2011.pdf
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energy policy favours the production of ethanol (乙醇) over biodiesel (生物柴油), 
which is not subsidized. Thus, it is unlikely that domestically-produced biodiesel will 
have the chance to play a role in contributing to enhance China’s energy security.  

This means that biodiesel consumption in China will continue to lag behind 
domestic production of other biofuels (such as ethanol), until and unless the government 
increases its support of it. Additionally, the price control of transportation fuel imposed 
by the Chinese government implies that, today, in China, there is a fixed price ceiling for 
domestic biodiesel –which has higher production costs than regular diesel– plus the fact 
that there are no government subsidies for biodiesel production. Thus, recent reports 
noted that some Chinese biodiesel producers had halted their projects due to lack of 
incentive and the risk of them becoming uneconomical. 

As explained in further detail in Chapter 3, it will take a number of years for 
efforts done by several Chinese governmental agencies143 to foster biofuel production 
and develop biodiesel feed stock to produce tangible results. Progress in this field has 
been slow and it will take several years before energy forestry (the so-called “energy 
trees”, energy producing trees) reach a growth stage suitable for industrialization of 
biodiesel production.144 

All this would favour Brazilian and Argentine biodiesel exports to China, given 
the immediate availability of this resource due to the fact that they are major biofuel 
exporters. As highlighted in Chapters 3 and 5, Chinese need of biodiesel imports would 
be particularly beneficial for Argentina, given that it is the largest biodiesel exporter in 
the world. Although the EU is today the largest buyer of Argentine biodiesel, China could 
also become a major export destination of Argentine biodiesel after minor adjustments in 
the production process and the destination of exports. A significant number of the 
scholars and specialists that were interviewed in the three countries agreed that biodiesel 
imports from Brazil and Argentina had the potential to make an important contribution to 
enhance China’s energy security in the mid-term.  

However, an important observation about the impact of export tax policy needs to 
be made at this point: in the case of Argentina, it was noted that, in order to be able to 
fully exploit the advantage that this country has in biodiesel production, the Argentine 
administration should adopt policies that support their exports, rather than hinder them. 
Succinctly put, and due to the high competitiveness and profitability of the biodiesel 
industry –even in its infant stage, having started in 2007– biodiesel exports have been 
recently heavily taxed by the administration of Fernandez de Kirchner. In Argentina, an 
interviewee described the August 2012 Argentine government’s decision to significantly 
increase the tax paid by biodiesel exports as “inexplicable” and contrary to the policy that 
the same administration had been adopted in 2007 and which had proven to be 
remarkably successful –given Argentina’s competitiveness in the field of biodiesel.145 

                                                 
143 Such as the State Forestry Administration (SFA) of the People’s Republic of China (中华人民共和国国

家林业局) and Chinese SOEs, which have begun planting “energy forestry” (trees that bear oil nuts for 
biodiesel production)  
http://english.forestry.gov.cn/web/index.do (accessed May 30, 2012). 
144 Ibid. 
145  Interview with CPA. Claudio Molina (Executive Director, Argentine Biofuels and Hydrogen 
Association – ABH) – Buenos Aires, Argentina, June 11, 2013.  

http://english.forestry.gov.cn/web/index.do
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The tax was increased from 14% to an astonishing 32%,146 what clearly illustrates the 
lack of coherence between policy making and policy implementation, as noted by an 
American interviewee pointed out in an interview conducted in Taipei.147  

There is one more aspect to be highlighted in this section, related to energy 
cooperation. The study argues that the addition of biofuels (both biodiesel and ethanol) to 
the exports that Brazil and Argentina send to the PRC would contribute to the efforts that, 
for the last few years, have been made in China and Latin America. As mentioned in 
Chapter 1, the 2011 Joint Report prepared by CASS, the Woodrow Wilson Center and the 
Institute of the Americas points out that a “bio-fuels technology joint research model” is 
one of the 5 models of energy cooperation148 that are used by the Chinese government for 
energy cooperation with this region. The Report contains several positive remarks about 
Sino-Brazilian energy cooperation on biofuels and joint development of renewable 
energy sources, which would suggest that that more attention will be paid to the so-called 
“joint research bio-fuels technology model.” All this make it possible to argue that 
exports of Brazilian and Argentine soybean-based biodiesel to supply the Chinese biofuel 
market might have a promising future.  

The study proposes that if Brazil and Argentina could devise a strategy to add 
biodiesel to their exports of energy resources to the PRC, the three countries would 
benefit in several ways: among the benefits that could be derived from their addition to 
trade in energy resources, biodiesel imports would contribute to decrease Chinese 
dependence on imported oil (especially considering that its top suppliers are located in 
politically conflictive, unstable regions, such as Africa –Angola, Nigeria– and the Middle 
East –the United Arab Emirates) while fostering consumption of a renewable energy 
resource that, in turn, would play a significant role in diminish the PRC’s contribution to 
environmental pollution and global warming reducing the emission of greenhouse effect 
gasses (carbon dioxide and sulfur).  

The PRC would be able to meet currently-unsatisfied Chinese biodiesel demand 
without having to run the risk of being criticized for diverting arable land from food 
production (beneficial in terms of land use), to reduce both its use of conventional fossil 
fuels and substitute it with renewable fuels. Besides of improving environmental 
conditions, especially in large metropolitan centers, biodiesel would also lower the costs 
of countering environmental pollution. 

Furthermore, and from a Brazilian and Argentine perspective, increased demand 
for their biodiesel would allow these countries to add value to their exports, thus fostering  
industrialization and also benefiting from the increase in the number of alternative 
destinations from which to choose to export it: these potential replacement markets 

                                                 
146 Mariano Galíndez, “Biodiesel en Argentina: el gobierno aumenta las retenciones y libera la importación 
de soja”, NextFuel, August 10, 2010.  
http://biodiesel.com.ar/6931/biodiesel-en-argentina-el-gobierno-aumenta-las-retenciones-y-libera-la-
importacion-de-soja    
147 Interview with Dr. William Fox (Dickinson School of Law, Penn State University)– National Chengchi 
University, Taipei, Taiwan, May 23, 2013.  
148 The other four models being a technical service model, a join development model, an infrastructure-
building participation model, and a “loans-for-oil” model. See Sun, “China, Latin America and the United 
States: the New Triangle”, 19. See also his article “Hu’s visit to deepen Latin American ties”–Institute for 
Latin American Studies (ILAS), Chinese Academy of Social Sciences (CASS), November 18, 2008: 
http://ilas.cass.cn/manager/jeditor/UploadFile/20081231125210535.pdf  

http://biodiesel.com.ar/6931/biodiesel-en-argentina-el-gobierno-aumenta-las-retenciones-y-libera-la-importacion-de-soja
http://biodiesel.com.ar/6931/biodiesel-en-argentina-el-gobierno-aumenta-las-retenciones-y-libera-la-importacion-de-soja
http://ilas.cass.cn/manager/jeditor/UploadFile/20081231125210535.pdf


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

  Chapter 2  
                                                                                                                                                              Theory  

 114 

would be –and, in same cases, already are– mainly, the EU, etc… thus further 
diminishing their dependence on a single dominant commodity (soybeans) and on a 
single export destination (the Chinese market)  

There would also be environmental benefits to be reaped: implications: these 
countries could try to use China’s environmental concerns to their advantage, as a form to 
have greater leverage towards it: worldwide, soybeans are one of the most important 
energy crops, and soybean-based biodiesel one of the leading biofuels. Biodiesel is a 
renewable, environmentally-friendly, less-polluting energy resource, mainly used in 
transportation. From an Argentine and Brazilian point of view, turning soybeans into 
soybean-based biodiesel would allow them to add value to their products and to reduce 
the concentration of their exports in one dominant product (soybeans) and one 
predominant export destination (China). Being more “exportable” (demanded in a larger 
number of alternative markets) and safe to transport (because is non-flammable and non-
combustible) 149 , biodiesel would truly constitute a win-win situation for both the 
producing countries and the potential customer.   
  
Issue Linkage Strategies: foodstuffs, energy resources and environmental issues. 

Keohane and Nye explain that, under conditions of CID, the distribution of power 
and the typical political process of bargaining will vary by issue area (in this study, 
foodstuff and energy resources –i.e., soybeans and petroleum), pointing out that there will 
be no necessary “congruence” between the overall structure (of power distribution in the 
system) and the pattern of outcomes on any one issue area (the results from the 
bargaining process among the actors). Thus, the patterns of outcomes and distinctive 
political processes may vary from one set of issues to another (since the distribution of 
power resources in trade, shipping or energy resources might be quite different).150 

Different issues, then, will pose strategic choices for actors, who need to decide 
whether to consider issues separately, or as a package.151 It is at this point that linkage 
strategies become relevant, with Keohane and Nye underscoring that “in political terms 
these attempts would often take the form of linkages among issues–improving one’s 
position where weak by linking results there to an issue in which one was strong.”152 

The authors, after admitting that they “failed to developed any theory of linkage 
that could specify under what conditions linkages would occur”153, recall that Hass, in 
has made a triple distinction of the practice of issue linkage (tactical; fragmented; and 
substantive) 154  and that, in their opinion, ‘linkage has become an instrument of the 
weak… linkages by weak states are important parts of the political process.” 155 The 
authors consider that issue linkages strategies “are often a means of extracting 
concessions or side payments from rich and powerful states” 156 and that multilateral 
arenas will “allow small and weak states to pursue linkage strategies.” 

                                                 
149 Anduin Kirkbride McElroy, “Moving biodiesel”, Biodiesel Magazine, January 17, 2008.  
http://biodieselmagazine.com/articles/2049/moving-biodiesel (accessed January 30, 2009).  
150 Keohane and Nye, Power and Interdependence, 26.  
151 Ibid., 27. 
152 Keohane and Nye note the links between “connectivity,” “sensitivity” and “vulnerability.”  
153 Ibid., 274. 
154 Ernst B. Hass, “Why Collaborate?”, in World Politics 32, No. 3  (April 1980): 357-405. 
155 Keohane and Nye, Power and Interdependence, 107. 
156 Ibid., 26.  

http://biodieselmagazine.com/articles/2049/moving-biodiesel
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This research suggests that, as the weaker parties in the relation, Brazil and 
Argentina could adopt an economic linkage strategy consisting in linking their exports of 
foodstuff and energy resources to a derivative of the former that can be turn into the latter,   
with environmental benefits to be reaped by all three countries examined.  

It is worthy to recall that Keohane and Nye point out that “ ‘everything is 
connected to everything else’, an environmental motto that warns us that there may be 
unanticipated effects on many human activities, from burning of carbon fuels (generating 
climate change) to genetically modifying crops grown for food.”157  

It would be premature to assess whether Brazil and Argentina will be able to 
successfully link the aforementioned issues, but if they were to do so it can be said that 
increased biofuel demand in China would produce a revolution in renewable energy 
sources, which would have profound implications in terms of energy security.158 

Diversification 
Before proceeding with the examination of the two cases mentioned in preceding 

sections of this chapter, it would be important to elaborate the argument that –from a 
Brazilian and Argentine viewpoint– diversification would lead to less dependence on the 
PRC. As aforementioned, this chapter suggests that Brazil and Argentina could explore 
the possibility of designing a “double-diversification” strategy” with which attenuate 
the detrimental effects of asymmetrical interdependence. Such a strategy would 
consist of, first, diversification of the Brazilian and Argentine export baskets –with the 
addition of biodiesel, and, second, diversification of their export destinations –given than 
they would have a larger number of markets, due to the more evenly distributed demand 
of this biofuel in global terms, with the EU being the largest importer.     

The pursuit of such strategies would allow Brazil and Argentina to counter the 
negative implications of concentrating their exports on a very limited number of products 
(soybeans) being exported to only a reduced number of destinations (the Chinese market). 
This is particularly relevant for Sino-Brazilian and Sino-Argentine economic and trade 
relations, given the remarkably similar composition of the two countries’ export baskets 
and their comparable relative dependence on China. Thus, the present analysis considers 
that both the Brazilian and the Argentine governments could attempt to use their triple 
character as producers, suppliers and exporters of both soybean and petroleum, in order 
to satisfy the PRC’s demand and turn Chinese need to their advantage. Needless to say, 
the same logic would apply, by extension, to biofuels.  

It is inevitable to think about the possibility of Brazil and Argentina establishing 
some sort of biofuel-producers cartel within the frame of Mercosur (since this kind of 
institutions not only can “help activate coalitions in world politics” but also allow “small 
and weak states to pursue linkage strategies,” as pointed out by Keohane and Nye)159 
but it goes without saying that this would exceed the scope of the present research.  

Diversification would allow both Brazil and Argentina to increase the variety of 
products that they supply different trade partners with, as well as to seek to raise the 
number of markets to which their products are exported. It would also allow them to 

                                                 
157 Ibid., 241. 
158 Ibid., 216. 
159 Ibid., 30. 
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reduce their exposition to adverse economic cycles or tensions or frictions that could 
happen in trade relations with a specific partner.  

In this regard, former Brazilian ambassador to China, Amb. Clodoaldo Hugueney 
Filho, has recently pointed out that one of the most important developments during his 
tenure –from 2008 to early 2013– had been the presidential proposal, made by both Lula 
and Rousseff, to “improve the quality of the relationship” with China. According to him, 
although in quantitative terms Sino-Brazilian relations were good, the same could not be 
said of it in qualitative terms. In order to do so, he suggested, Brazil should “work to 
diversify” exchanges with China,160 noting that changing patterns of trade was only part 
of the “qualitative upgrade” that was needed and which also included more Brazilian 
investments in China, the establishment of partnerships between Brazilian and Chinese 
firms for joint development in the science and technology fields, things that are 
expressed in the formula that put the president qualitative leap in relations.  

Along the same line, Escudé has recently pointed out that Argentina needs to 
export more value added products, and that “strategic alliance” would allow Argentina 
to add more value to its exports to China161, noting that, while the PRC needs Argentine 
primary products, prefers to add value to them in China, from an Argentine point of view 
it would be preferable to do so locally. Thus, “some arm-wrestling is to be expected. But 
it is a complementary relation, and it must evolve towards symmetric 
interdependence.”162   

In this regard, it is worthy to point out that Oviedo has underlined the importance 
that Argentina should pay to policy coordination, in order to minimize the possibility of 
frictions that the addition of products with more value added might have in trade relations 
with China. This author points out that the 2010 crisis about crude soybean oil –which be 
examined in the next section– is “the clearest example to illustrate that trade tensions 
between both countries will be most frequent if Argentine industrialization continues and 
the process of policy coordination fails.”163 This author continues his analysis of the 
Argentine case by emphasizing that “during the Kirchner administration, the increase in 
exports was due, to a larger extent, to rises in the international price of soybeans and 
soybean products, rather than to diversification of Argentina’s export basket”, and that 
“export diversification was partially achieved with crude oil, which in 2006 accounted for 
25.7% of Argentine total exports and generated higher revenues than soybean oil.”164 
Despite this, it could be argued that the diversification was not only partial, as Oviedo 
noted, but also –and, this study argues, more worrisomely– only temporary. Indeed, the 
                                                 
160 Beatriz Olivon, “China é uma potência assimétrica”, diz ex-embaixador”, Exame,  May 17, 2013. 
http://exame.abril.com.br/economia/noticias/china-e-uma-potencia-assimetrica-diz-ex-embaixador 
161 Carlos Escudé, “Argentina y China puedan avanzar en una ‘interdependencia simétrica’”, in DangDai 7 
(March 2012).  
http://dangdai.com.ar/index.php/actualidad/4-actualidad/900-escude-argentina-y-china-puedan-avanzar-en-
una-interdependencia-simetrica (accessed April 2, 2012).  
162 Ibid.  
163 Keohane and Nye observed that “trans-governmental policy coordination seems to be inherent” in 
complex interdependence”, with the caveat that in trans-governmental coalitions (such as the one referred 
to earlier in this subsection) different sectors of government work for conflicting policy goals by aligning 
themselves with agencies from other governments are found under certain, specific conditions, which 
remain to be seen in the case of Brazil and Argentina. See Keohane and Nye, Power and Interdependence, 
30.  
164 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 454.  

http://exame.abril.com.br/economia/noticias/china-e-uma-potencia-assimetrica-diz-ex-embaixador
http://dangdai.com.ar/index.php/actualidad/4-actualidad/900-escude-argentina-y-china-puedan-avanzar-en-una-interdependencia-simetrica
http://dangdai.com.ar/index.php/actualidad/4-actualidad/900-escude-argentina-y-china-puedan-avanzar-en-una-interdependencia-simetrica
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following year, 2007, crude oil exports fell and, as Oviedo points out, “recovered the 3rd 
position they occupy in the country’s total exports, with 8.1%.”165  

Before proceeding with the analysis of the two embargoes examined in this 
chapter, this section could be summed up by stating soybean-based biodiesel would offer 
the possibility of adding value to Brazilian and Argentine exports to the PRC as well as –
more importantly– improving their bargaining position relative to the PRC and 
attenuating the detrimental effects of asymmetry, with a more “exportable” product that 
could be used by these countries as a tool of political bargaining with Beijing, by linking 
it to China’s energy needs and environmental concerns. This, indeed, would be a win-win 
situation. 
 
Empirical Cases: Vulnerability to External Shocks:  

1) the 2004 Chinese Embargo to Brazil  
2) the 2010 Chinese Embargo to Argentina  

According to what has been argued in preceding sections, the “vulnerability to 
external shocks”166 examined in this chapter are illustrated with the two embargoes that 
Chinese authorities decided to impose –allegedly on grounds of safety reasons– on 
Brazilian soybean shipments in May 2004 (lifted in late July that year) and Argentine 
soybean oil cargoes in April 2010 (which was to be lifted six months later).  

Succinctly put, in both cases Chinese restrictions –as aforementioned, imposed on 
grounds of alleged violations of safety standards regulations– had detrimental effects on 
the latter countries, which suffered significant economic costs and revenue losses, and 
further strengthened China’s bargaining position towards them –i.e., the costly effects 
were reciprocal in the sense that had consequences for both the PRC and its suppliers. As 
aforementioned, these effects were negative for Brazil and Argentina (since Chinese 
purchases of their products were cancelled and shipments either delayed or rejected entry 
to China), and advantageous for the PRC (which benefited from lower prices of the 
commodity at the time it lifted the embargoes). This study considers that the safety167 
concerns alleged by Chinese authorities when deciding the imposition of the embargoes 
were not unfounded –i.e., there were a necessary condition for them– but were not 

                                                 
165 Ibid.  
166 Keohane and Nye, Power and Interdependence, xiii.  
167 This study argues that, real as they were, the food safety concerns (high levels of fungicides and 
pesticides) amounted to a necessary –but not sufficient– condition for the imposition of the embargoes. It 
follows the conventional distinction made between the more quantitatively-oriented concept of “food 
security” –the security level achieved when the food production of a certain country equals or surpasses its 
own food needs– and the more qualitatively-oriented concept of “food safety” –the guarantee given to the 
consumer that the characteristics of the foodstuffs that he/she purchases will be of sufficient quality to 
fulfill a number of criteria, including health and safety. In this regard, it has been pointed out that “unsafe 
food contains hazardous agents, or contaminants, that can make people sick –either immediately or by 
increasing their risk to chronic disease. Such contaminants can enter foods at many different points in the 
food production process, and can occur naturally or as the result of poor or inadequate production practices. 
Hazardous agents that are receiving attention from policymakers include microbial pathogens, zoonotic 
diseases, parasites, mycotoxins, antibiotic drug residues, and pesticide residues. Genetically modified foods 
and their potential to contain allergens or toxins not found in conventional foods have begun to receive 
attention as well.” See Laurian J. Unnevehr, “Food Safety in Food Security and Food Trade”, in IFPRI 
Focus 10, Brief 1 (Sept. 2003): 3-5.  
http://www.ifpri.cgiar.org/sites/default/files/pubs/2020/focus/focus10/focus10.pdf 

http://www.ifpri.cgiar.org/sites/default/files/pubs/2020/focus/focus10/focus10.pdf
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sufficient either. Rather, I put forward the argument that, as a matter of fact, Chinese 
restrictions were retaliatory measures that, in both cases, resulted from a combination 
of motives that were predominantly economic and political, respectively, with safety 
concerns ultimately playing a secondary role. 168  Under these circumstances, then, this 
study argues that the theoretical insights offered by CID make possible to have a deeper 
understanding of the underlying political and economic motives of such measures, by 
linking China’s capacity to imposed the aforementioned restrictions without fearing any 
retaliations from neither Brazil nor Argentina. Keohane and Nye refer to this as 
“comparative in-vulnerability” and define it as “the ability to impose discriminatory 
trading restrictions without effective retaliation.”169 

According to the authors, “comparative in-vulnerability” is related to issues 
involving raw materials, since it is possible for a certain country to “design independent 
economic strategies by which could reduce its economic vulnerability to external events.” 
(in this case, rising prices and the alleged violation of safety regulations). The authors 
suggest to “consider, for instance, the often-discussed problem of raw materials. If one 
were concerned about other countries’ refusal or inability to sell [or purchase, for the 
purposes of this study] energy or materials, one could restrict imports, diversify sources 
of supply, build up stockpiles and design contingency plans for… the event of sudden 
deprivation.”170 This section argues that, up to a point, this is what happened in the cases 
under examination: China restricted imports in order to minimize the impact of rising 
prices, in the case of Brazil, and to retaliate to both Argentine President Cristina 
Fernández de Kirchner’s decision to postpone what would have been her 1st State visit to 
the PRC in January 2010, plus economic reasons (antidumping measures imposed by the 
Argentine government).  

The PRC could afford to do it because it could rely upon other suppliers. Indeed, 
China relies in three main suppliers for its soybeans purchases: the US, Brazil and 
Argentina –i.e, it does have a number of sources from where to import soybeans, while 
Brazil and Argentina rely on Chinese purchases to the point of being –over-dependent. 
Thus, this gives the PRC the upper hand in dealing with them.  

It is China’s “comparative invulnerability”, then, that contributes to strengthen 
its predominance and lesser dependence on trade relations with these countries and to 

                                                 
168 This study argues that, in the case of Brazil, the imposition of the embargo was mainly economically-
driven: the restrictions were considered by Brazil’s Minister of Development, L.F. Furlan, as having 
probably been “opportunistic” and an attempt to “get lower prices” for Chinese soybean imports. The 
international prices of the commodity had risen due to bad harvests in the US and poor crops in Brazil and 
Argentina caused by drought in the South (for instance, the Brazilian state of Rio Grande do Sul lost 42% 
of its soybean crop due to it).  
In the case or Argentina, the study puts forward the argument that the embargo was a retaliatory measure, 
mainly motivated by political reasons –i.e., the Argentine president’s decision to postpone her first State 
visit to China in January 2010– but that also had economic causes –i.e., they were partially a response to 
antidumping measures taken by the Argentine government– besides the alleged safety concerns.     
See “China suspendeu o embargo à soja brasileira após  de negociação” – Consultor Jurídico – June 22, 
2004.  
http://www.conjur.com.br/2004-jun-22/china_suspende_embargo_soja_brasileira_negociacao (accessed 
December 10, 2012).   
169 Ibid., 120.  
170 Keohane and Nye, Power and Interdependence, 208. 

http://www.conjur.com.br/2004-jun-22/china_suspende_embargo_soja_brasileira_negociacao
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make even more robust the already stronger position that the PRC has relative to these 
countries, and also in the global markets for a number of commodities.   

As it will be examined in detailed in later sections of this study, this chapter 
argues that, in a number of occasions in recent years, different agencies of the Chinese 
government –such as the State Administration of Grain (SAG, 国家粮食局 or國家糧食

局, Guójiā Liángshí Jú, one of the “functional agencies” of the State Council [SC, 国务

院; or 國務院, Guó Wù Yuàn], directly under the National Development and Reform 
Commission [NDRC, 国家发展和改革委员会, or國家發展和改革委員會, Guójiā 
Fāzhǎn hé Gǎigé Wěiyuánhuì] and from which depend institutions such as the China 
National Grain and Oils Information Center, the China Grain Research and Training 
Center, among others) 171 or China’s General Administration of Quality Supervision, 
Inspection and Quarantine (AQSIQ,国家质量监督检验检疫总局, or國家質量監督檢驗

檢疫總局,Guójiā Zhìliàng Jiāndū Jiǎnyàn Jiǎnyì Zǒngjú)172– have repeatedly barred 
Brazilian and Argentine soybeans cargoes from entering China, for a number of reasons. 
Needless to say, such bans and restrictions have created frictions and had negative 
repercussions on the economic and trade relations among these countries.  

Another aspect that is examined throughout this chapter is the degree of risk – 
entailed by the aforementioned rejections/refusals by the Chinese authorities– of 
deepening trade frictions and rising tensions with these countries (with bilateral trade 
relations being strained at times), as well as of commercial exchanges having negative 
repercussions on diplomatic relations with them.   

In order to do so, the present research will, first –and without denying the partial 
responsibility of both Brazilian inspection agencies and, in particular, the Argentine 
government itself on having either given room for the safety violations to happen or to, in 
the case of Argentina, given cause with its behavior to Chinese retaliation– attribute such 
shocks to China’s tendency to take advantage of the position of strength that its economic 
and political leverage gives it in its negotiations with these countries.  

Second, this study takes, as concrete examples of such shocks, the two specific 
events that –although not being the only ones, since there were several precedents of the 
same nature– better characterize Brazil’s and Argentina’s dependence on and 
vulnerability to Chinese purchases of soybeans –with these countries respectively being 
China’s 2nd and 3rd largest suppliers of soybeans.  

      The chapter examines two theoretically relevant cases that reflect particularly 
well the more influential and dominant position that the PRC occupies in Sino-Brazilian 
and Sino-Argentine relations, and for which they are theoretically relevant for the 
purposes of this study: Thus, the incidents that will be examined in this chapter are: 

1) The 2004 embargo that China imposed to Brazilian soybeans (the so-
called “red beans incident” in English173 and referred to as “proibição” 
[“embargo”] in Portuguese and in Mandarin “禁运巴西大豆”)174, and  

                                                 
171 State Administration of Grain of the People’s Republic of China (SAG) 
http://www.chinagrain.gov.cn (accessed November 9, 2012)  
172 General Administration of Quality Supervision, Inspection and Quarantine of the People’s Republic of 
China (AQSIQ)  
http://www.aqsiq.gov.cn/ (accessed November 7, 2012)  
173 Alexei Barrionuevo, “To Fortify China, Soybean Harvest Grows in Brazil”, The New York Times, April 
6, 2007. 

http://www.chinagrain.gov.cn/
http://www.aqsiq.gov.cn/
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2) The 2010 embargo imposed by China to Argentine soybean oil. 
 
It is argued that significant asymmetries in terms of economic power and political 

relevance among China, Brazil, and Argentina have allowed the PRC to not only 
manipulate –to its advantage, and according to its needs –its dependence on the primary 
commodities that it imports from Brazil and Argentina, but also to exploit the dependence 
of both South American countries on Chinese demand of such commodities. 

It emphasizes the fact that, due to the combination of a number of features unique 
to the countries being examined –described in detail in the different sections of this 
chapter– and according to the theoretical postulates above mentioned, the implications of 
both asymmetry and dependence in Sino-Brazilian and Sino-Argentine relations could be 
attenuated, reduced, and, eventually, countered.  

These two cases do not constitute, by any means, an attempt to generalize its 
implications to the whole of Sino-Latin American politics. However, it could be argued 
that the analysis of these cases does offer certain innovative insights into the politics of 
asymmetrical interdependence in Sino-Latin American relations. 
 
Embargo as Restrictions to Trade 

This section will refer to “embargo” understood as a prohibition on 
exports/imports imposed to a certain country (or countries), which scope can vary from 
“partial” to “complete”, in spite of the fact that the term can also be sued as referring to a 
general “ban”  on trade and commerce. The causes of an embargo are predominantly 
economic and political, but there are also security and environmental concerns. They are 
widely regarded to be serious diplomatic measures that the imposing country decides to 
adopt in an attempt to persuade another country of giving up a particular behavior or 
interest. Thus, they can be thought of as a form of protest against another country’s 
practices or behavior. Regardless the motive, embargoes are trade barriers, similar to 
economic sanctions and widely considered as legal barriers to trade.   

It is worthy to recall that, according to the WTO, non-tariff barriers can be 
imposed by countries in order to limit trade flows among them. Non-tariff trade barriers 
(NTBs) hinder trade by, for instance, restricting imports. Such restrictions can be 
imposed, among other forms, as “rules of origin”, “import licensing”, or “pre-shipment 
inspections”, which are mainly used by the governments of developing countries. Such 
inspections consist on “independent entities” that are employed to check the details of the 
goods (essentially, their price, quantity and quality) ordered overseas.175  
                                                                                                                                                 
http://www.nytimes.com/2007/04/06/business/worldbusiness/06soy.html?_r=0&adxnnl=1&pagewanted=al
l&adxnnlx=1381860815-RbXAGuXzEcQ4EBu0UE4/9w (accessed November 10, 2007). 
174 “巴西担心中国新政策将影响其大豆对华出口 (Brazil fears PRC’s new policy affects soybean exports 
to China)” – Ministry of Commerce of the People’s Republic of China (MOFCOM)– January 1, 2007. 
It is worthy to highlight that: “在 2004年，由于国际豆价飙升，中国以巴西大豆产品卫检问题为由宣

布禁止从巴西进口大豆，而且一些巴西出口商也被认定是市场禁入者，这起争端经过了数月的外交

斡旋后才最终得以解决。阿木林外长表示，巴西过去付出了巨大代价才得以解决这个问题，而目前

来看类似的情况仍有可能会发生。” 
http://br.mofcom.gov.cn/aarticle/jmxw/200701/20070104197440.html (accessed May 2, 2010) . 
175 “Understanding the WTO: Non-Trade Barries” – WTO 
http://www.wto.org/english/thewto_e/whatis_e/tif_e/agrm9_e.htm (accessed May 2, 2011).  

http://www.nytimes.com/2007/04/06/business/worldbusiness/06soy.html?_r=0&adxnnl=1&pagewanted=all&adxnnlx=1381860815-RbXAGuXzEcQ4EBu0UE4/9w
http://www.nytimes.com/2007/04/06/business/worldbusiness/06soy.html?_r=0&adxnnl=1&pagewanted=all&adxnnlx=1381860815-RbXAGuXzEcQ4EBu0UE4/9w
http://br.mofcom.gov.cn/aarticle/jmxw/200701/20070104197440.html
http://www.wto.org/english/thewto_e/whatis_e/tif_e/agrm9_e.htm
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In the cases under examination, Chinese media seem to prefer to refer to these 
measures as “curtailments” of soybean imports (understanding as such the action of 
reducing or restricting imports of this commodity). From an Brazilian and Argentine 
perspective, however, they constituted “embargoes”176 that led to not only considerable 
losses in export taw revenues, but also to policy alteration and a re-consideration of the 
terms in which relations with China were conducted.   
 
1) The 2004 Chinese embargo to Brazilian soybeans  
Brief Historical Context 

In April 2004, China’s General Administration of Quality, Supervision, 
Inspection and Quarantine (AQSIQ, 中华人民共和国国家质量监督检验检疫总局 or中
華人民共和國國家質量監督檢驗檢疫總局,Guójiā Zhìliàng Jiāndū Jiǎnyàn Jiǎnyì 
Zǒngjú) intercepted a shipment of Brazilian soybeans being carried in the Bunga Saga 
Tuju merchant ship, arguing that the beans were contaminated by certain chemical 
substances (fungicides, herbicides) that had been found in them.  

After deciding the imposition of an embargo 177  on the shipments, Chinese 
authorities forbidden178 the Brazilian supplying companies that had been involved in the 
trade of the intercepted cargo to export soybeans to China for an indefinite period of 
time.179 Eventually, over 20 of these companies were affected by the ban.  

It would be important to highlight that, whether coincidentally or not –but 
interestingly, for certain, the embargo was imposed only a few weeks before Brazil’s 
president Lula 1st State visit to China, scheduled to take place in late May 2004180 (and 
even lasted during it, since it was extended until the month of June of the same year –i.e., 
it lasted for 3 months).  

                                                 
176  Luciane Alve Fernandes, Luciano Barin Cruz and Eugênio Avila Pedrozo, “Respeito á norma, 
protecionismo ou oportunismo: Uma análise da tomada de decisão chinesa no caso da soja brasileira”, 3rd 
 IFBAE Colloqium – Instituto Franco-Brasileiro de Administração de Empresas – 2005.   
 http://www.ifbae.com.br/congresso3/pdf/B115.PDF (accessed March 30, 2012).  
177 “Entenda a polêmica do embargo chinês à soja brasileira” – Folha de São Paulo– June 21, 2004.  
http://www1.folha.uol.com.br/folha/dinheiro/ult91u85789.shtml (accessed June 20, 2011).  
178 According to the procedures established in the “Seed Law of the People’s Republic of China 2004”–
Chapter VIII: “Import and Export of Seeds and Cooperation with Foreign Countries”–Articles 49-54 and 
74.3. 
The “Seed Law” had been adopted at the 16th Meeting of the Standing Committee of the 9th National 
People's Congress on July 8, 2000, being promulgated on the same date by Order No. 34 of the President of 
the People’s Republic of China, Jiang Zemin, and amended in accordance with the “Decision on Amending 
the Seed Law of the People's Republic of China” (adopted at the 11th Meeting of the Standing Committee 
of the 10th National People's Congress on August 28, 2004).   
According to this law, the legal basis for “Examination and Approval of Crop Seed Import” are: first, the 
above “Seed Law”; second, the “Regulations on Administration of Agricultural Genetically Modified 
Organism (GMO) Safety”; and, third, the “Interim Measures for Administration of Import & Export of 
Crop Seeds/Seedlings” (promulgated by Decree No. 14 of the Ministry of Agriculture –MOA– in 1997) 
Ministry of Agriculture of the People’s Republic of China (MOA, 中华人民共和国农业部). 
http://english.agri.gov.cn/governmentaffairs/lr/sm/201305/t20130508_19598.htm  
http://english.agri.gov.cn/governmentaffairs/al/201301/t20130115_8186.htm 
179 “China suspende embargo à soja brasileira” – BBC– June 21, 2004 
http://www.bbc.co.uk/portuguese/economia/story/2004/06/040621_sojachinacg.shtml 
180 “Lula to boost Brazil-China Alliance” – China Daily Mail – May 24, 2004.  
http://www.china.org.cn/english/international/96134.htm  

http://www.ifbae.com.br/congresso3/pdf/B115.PDF
http://www1.folha.uol.com.br/folha/dinheiro/ult91u85789.shtml
http://www.agri.gov.cn/xzsp_web/bszn/t20031105_134084.htm
http://www.agri.gov.cn/xzsp_web/bszn/t20031105_133969.htm
http://www.agri.gov.cn/xzsp_web/bszn/t20031105_133969.htm
http://www.agri.gov.cn/xzsp_web/bszn/t20031105_133989.htm
http://www.agri.gov.cn/xzsp_web/bszn/t20031105_133989.htm
http://english.agri.gov.cn/governmentaffairs/lr/sm/201305/t20130508_19598.htm
http://english.agri.gov.cn/governmentaffairs/al/201301/t20130115_8186.htm
http://www.bbc.co.uk/portuguese/economia/story/2004/06/040621_sojachinacg.shtml
http://www.china.org.cn/english/international/96134.htm
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According to the Brazilian Minister of Agriculture, R. Rodrígues, the embargo 
could affect soybeans trade flows and had the potential –were the measures to be 
adopted on a “permanent” (rather than merely “temporary”) basis– of eventually creating 
“an insurmountable situation”181 in Sino-Brazilian relations, while pointing out that such 
a point had not yet been reached. Such statements were made in mid-June, when at least 
five shipments had been embargoed and over 20 Brazilian companies had been banned 
from trading soybeans with China. In this regard, Min. Rodrígues reminded the PRC 
authorities that China was “not the only market” for Brazilian soybeans. 182  But, 
however, it is important to borne in mind that the PRC accounted for 35% of Brazilian 
soybeans exports.183   
 
Precendents  

In recent years, trade relations between Brazil and China had been marked by 
skirmishes in the soy sector. To recall just two of them, it would be worthy to point out 
that,in 2002, Brazilian soybean shipments were blocked from entering Chinese custom’s 
territory due to allegations that they included genetically-modified grains (GMOs). 
A year later, in 2003, Brazilian soybeans were once again denied entry into China due to 
claims that they were contaminated with the fungus Phytophthora sojae (大豆疫黴 ).184  
 
Motives: Safety vs. Retaliation 

The formal reason of the imposition of the embargo, according to China’s 
AQSIQ, was the contamination of Brazilian soybeans, with the decision being based on 
the “zero tolerance” policy of the Chinese government on treated and contaminated seeds, 
thus banning their entry to China.  

As previously mentioned, this study considers that embargoes were not 
unfounded –i.e., there were safety violations– but the alleged reasons were not sufficient 
condition for them to be imposed. Rather, I put forward the argument that, as a matter of 
fact, Chinese restrictions were retaliatory measures that, in both cases, resulted from a 
combination of motives that were predominantly economic and political, respectively, 
with safety concerns ultimately playing a secondary role. 
                                                 
181 Elaine Cotta, “Rodrigues diz que embargo da soja na China pode prejudicar escoamento”, Folha de São 
Paulo, June 15, 2004.  
http://www1.folha.uol.com.br/folha/dinheiro/ult91u85540.shtml  (accessed May 9, 2011). 
182 Minister Rodrigues was quoted as stating that “China is not the only market (for the Brazilian product)” 
and that he did “not believe the Chinese embargo would affect the access of Brazilian soybeans to new 
markets.” (“O ministro, no entanto, afirmou que a China "não é o único mercado [para o produto 
brasileiro]" e que não acredita que o embargo chinês venha a prejudicar o acesso a novos mercados para 
a soja brasileira.”) See Elaine Cotta, “Rodrigues diz que embargo da soja na China pode prejudicar 
escoamento”, Folha de São Paulo, June 15, 2004.  
http://www1.folha.uol.com.br/folha/dinheiro/ult91u85540.shtml  (accessed May 9, 2011). 
183 “Missão brasileira negocia na China suspensão de embargo à soja” – Diario do Grande ABC – June 19, 
2004.  
http://www.dgabc.com.br/Noticia/432963/missao-brasileira-negocia-na-china-suspensao-de-embargo-a-
soja?referencia=navegacao-lateral-detalhe-noticia (accessed December 12, 2012).   
184 For further details about issues on bans on fungicides on grounds of harm to human health, please refer 
to China Pesticide Information Network (中国农药信息网)– Ministry of Agriculture  of the People’s 
Republic of China (中华人民共和国农业部农药检定所) 
“Brazilian procurators requested to suspend the registration of pesticides containing carbendazim” (多菌靈) 
http://www.chinapesticide.gov.cn/doc13/13111221.html (accessed May 20, 2013). 

http://www1.folha.uol.com.br/folha/dinheiro/ult91u85540.shtml
http://www1.folha.uol.com.br/folha/dinheiro/ult91u85540.shtml
http://www.dgabc.com.br/Noticia/432963/missao-brasileira-negocia-na-china-suspensao-de-embargo-a-soja?referencia=navegacao-lateral-detalhe-noticia
http://www.dgabc.com.br/Noticia/432963/missao-brasileira-negocia-na-china-suspensao-de-embargo-a-soja?referencia=navegacao-lateral-detalhe-noticia
http://www.chinapesticide.gov.cn/doc13/13111221.html
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Reactions in Brazil 

The criteria on which the Chinese authorities based their decision was regarded by 
the Brazilian authorities as being substantially stricter than international standards and 
unnecessary to assure human health. Eventually, the Brazilian government argued that 
the observance of the “zero tolerance” technical criterion demanded by the Chinese 
authorities for fungicides was “impossible to be fulfilled in practical terms”, and 
guaranteed that the standards allowed by the Brazilian regulations were “absolutely 
consistent with international health-related norms.”185 Nevertheless, Brazilian authorities 
had to re-define some of the rules to export soybeans: the only shipments to be traded 
would be those that contain “up to one seed with fungicide per kilo,”186 above which a 
laboratory analysis would be required.   

The Brazilian Minister of Development, L.F. Furlan, argued that “the incident 
should be solved technically. Only if a technical solution could not be reached other 
spheres would be considered.” Min. Furlan also noted that the Chinese decision to reject 
the shipments was a “slightly exaggerated” and probably “opportunistic” measure187 in 
order to try to get lower prices” due to the bad harvest in the US and the poor crops 
in Brazil and Argentina –i.e., reduce offer implies higher prices– caused by drought in the 
South (Rio Grande do Sul lost 42% of its soybean crop due to it) 188 and excessive 
rainfall in the Midwest of Brazil.  
 
Delegations 

The considerable concern that the imposition of the embargo provoked in Brazil 
was reflected by the fact that different Brazilian delegations (from both the central and 
the provincial level –in Brazil, “federal” and “estadual”, respectively) travelled to China 
to try to find a solution to the problem: the Brazilian federal government sent a 3 people 
delegation that was headed by the Secretary of Agricultural Defense M. Tadano (from 
Brazil’s Ministry of Agriculture, Livestock and Supply), who was accompanied by one 
of the Ministry’s advisors for International Affairs, O. Ribeiro, and by a medical 
                                                 
185 “’Firmeza’ de Lula ayudó a resolver crisis de soja Brasil-China” – La Hora – June 22, 2004. 
http://www.lahora.com.ec/index.php/noticias/show/1000255418/-
1/%26quot%3BFirmeza%26quot%3B_de_Lula_ayud%C3%B3_a_resolver_crisis_de_soja_Brasil-
China.html#.UnQmKSewUwA (accessed May 12, 2011).  
186 According to sources from the Brazilian Ministry of Agriculture: “O Brasil definiu normas rígidas para 
liberar soja: só poderá ser vendido carregamento de soja que contenha até uma semente com fungicida por 
quilo––acima disso, ele terá que passar por análise laboratorial”, as cited on Folha. With this, the Brazilian 
authorities seemed to suggest that the problem had originated by the mixture of soybean grains (which, as 
the final produce of grain crops are used for consumption, cannot be treated with fungicides or pesticides –
and, thus, are usually not contaminated) with soybean seeds (which, as can be used for propagation, are 
treated with fungicides and, because of this, not recommended for human consumption). For further details, 
please refer to “Entenda a polêmica do embargo chinês à soja brasileira”, Folha de São Paulo, June 21, 
2004. 
http://www1.folha.uol.com.br/folha/dinheiro/ult91u85789.shtml (accessed June 20, 2011). 
187 “Furlan vê ‘oportunismo’ em problemas com a soja” – O Estado de São Paulo – June 17, 2004. 
http://www.estadao.com.br/arquivo/economia/2004/not20040617p20716.htm  
188 “China suspendeu o embargo à soja brasileira após  de negociação” – Consultor Jurídico – June 22, 
2004.  
http://www.conjur.com.br/2004-jun-22/china_suspende_embargo_soja_brasileira_negociacao (accessed 
December 10, 2012).   

http://www.lahora.com.ec/index.php/noticias/show/1000255418/-1/%26quot%3BFirmeza%26quot%3B_de_Lula_ayud%C3%B3_a_resolver_crisis_de_soja_Brasil-China.html#.UnQmKSewUwA
http://www.lahora.com.ec/index.php/noticias/show/1000255418/-1/%26quot%3BFirmeza%26quot%3B_de_Lula_ayud%C3%B3_a_resolver_crisis_de_soja_Brasil-China.html#.UnQmKSewUwA
http://www.lahora.com.ec/index.php/noticias/show/1000255418/-1/%26quot%3BFirmeza%26quot%3B_de_Lula_ayud%C3%B3_a_resolver_crisis_de_soja_Brasil-China.html#.UnQmKSewUwA
http://www1.folha.uol.com.br/folha/dinheiro/ult91u85789.shtml
http://www.estadao.com.br/arquivo/economia/2004/not20040617p20716.htm
http://www.conjur.com.br/2004-jun-22/china_suspende_embargo_soja_brasileira_negociacao
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toxicologist consultant from the Brazilian Association of Vegetable Oil 
Industries (Abiove), F. Zambrone. They presented AQSIQ a report of developments 
in Brazil since the refusal of the shipment in mid-April, which included a reference to the 
Brazilian norm that defines the contents of impurities and contamination in soybeans 
(Instrução Normativa No. 15), considered one of the strictest in the world, in order to 
illustrate the Chinese authorities about product inspection procedures in Brazil.189 

The “federal” delegation had a loaded schedule, with 4 scheduled meetings in only a 
handful of days: the 1st one with the Brazilian ambassador in Beijing, Afonso Celso Ouro 
Preto: the 2nd with AQSIQ authorities, the 3rd with a representative of the Chinese  
Ministery of Agriculture, and the 4th  with AQSIQ, for the second time.  

As above mentioned, there was also a second delegation, from the provincial 
(“estadual”) level, travelled to China headed by Gov. G. Rigotto, Governor of Rio 
Grande do Sul (南里奥格兰德州), the state that had been most affected by the embargo, 
since 70% of its soybean production is exported to China.  

Both the Secretary of Agricultural Defense (from the Ministry of Agriculture) and 
Gov. Rigotto attended the ceremony in which AQSIQ agreed to lift the embargo on 
Brazilian soybean after negotiating with the different delegations of the Brazilian 
government.  

This not only proves the importance that different levels of the Brazilian government 
pay to soybeans in their trade exchanges with the PRC, but also made evident the 
coordination between federal and local authorities in trying to solve a problem that 
affects both of them.  

In the negotiations, a new criterion for evaluating the product being shipped was set 
(a reflection of China’s manipulation of ID, to its advantage): Brazil committed to not let 
exceed the limit of one seed with traces of fungicide (used for sowing, thus preventing 
consumption) per kilogram of grain exported. When examining it in comparative terms, it 
results that China succeeded in imposing a “lower tolerance” criterion than the one 
applied in Brazilian exports to the United States and Europe (which is of three seeds per 
kilogram). 

A researcher at Brazil’s International Center of Economic Analyses and 
Agricultural Market Studies (Central Internacional de Análises Econômicas e de Estudos 
de Mercado Agropecuário, CEEMA), Dr. A.L. Brum, argued that, based on information 
available in Brazil  –where a severe drought had virtually destroyed 50% of the expected 
harvest in the state of Rio Grande do Sul– and also in that directly obtained from Chinese 
sources, there was indeed fungicide in the shipments: “a certain number of agricultural 
producers that mixed the grains from the recent harvest with unsown seeds that had been 
treated with fungicide”, just as it had been argued by the Chinese authorities. –rightfully, 
it turned out. 190  

                                                 
189 “Missão brasileira negocia na China suspensão de embargo à soja” – Diario do Grande ABC – June 19, 
2004.  
http://www.dgabc.com.br/Noticia/432963/missao-brasileira-negocia-na-china-suspensao-de-embargo-a-
soja?referencia=navegacao-lateral-detalhe-noticia (accessed December 12, 2012).    
190 Argemiro Luís Brum, “Entenda porque a China realizou o embargo à soja brasileira”, AgroLink, June 23, 
2010.  
http://www.agrolink.com.br/colunistas/ColunaDetalhe.aspx?CodColuna=795 (accessed June 25, 2010).  

http://www.dgabc.com.br/Noticia/432963/missao-brasileira-negocia-na-china-suspensao-de-embargo-a-soja?referencia=navegacao-lateral-detalhe-noticia
http://www.dgabc.com.br/Noticia/432963/missao-brasileira-negocia-na-china-suspensao-de-embargo-a-soja?referencia=navegacao-lateral-detalhe-noticia
http://www.agrolink.com.br/colunistas/ColunaDetalhe.aspx?CodColuna=795
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For the purposes of this study, it is worthy to highlight an interesting point made 
by Brum, who emphasizes an aspect of Brazilian culture–also applicable to Latin 
American idiosyncrasies in general– that might have played a significant role in the 
behavior of the producers (and, thus, in the incident): he notes that, having the seeds in 
question already been treated with fungicides (harmful to human health as they are), they 
should have been destroyed –instead of commercialized. Brum explains that the main 
mistake made by these producers was the “naïve belief –a combination of ingenuity 
and amateurism– that they could mix their products with any kind of substances, put 
them on sale and still get away with that.” This author points out that, in this particular 
case, such a mistake was indeed made, and that there is a long history of similar cases, in 
which an error committed by a minor group results in all the people involved having to 
pay the costs. Furthermore, Brum highlights the fact that the main problem is the “lack of 
ethics, lack of respect and mistaken commercial culture” of some producers, which 
prevent them from understanding that they have to “try their best to offer the best 
possible service and product, without mistakenly believing that they can obtain individual 
benefits by committing only a small error or deceiving only a few people, since nobody 
will get hurt,” a very common mistake in Brazilian culture. Finally, it is also worthy to 
mention that Brum concludes his analysis of the incident with a caveat for Brazilian 
producers about how counter-productive the implications of this kind of behavior could 
be. He points out that, as it is commonly acknowledged, the Chinese authorities, having 
effectively imposed the embargo, took advantage of the situation in several ways.  

Although the aforementioned author acknowledges that the Chinese authorities’ 
motives to imposed the embargo were real, it would nevertheless be important to 
highlight that, interestingly, the embargo can also be considered as “opportunistic” (as it 
was defined by Min. Furlan ) at least for two motives which, although further explained 
in the “consequences” subsection below, can be very briefly be summarized as follows:  

1) From an economic point of view, the PRC benefited from the remarkable 
reduction –by almost 20%– of the price of soybeans during the period in 
which the embargo was imposed (i.e., since it was announced and the date is 
was lifted by AQSIQ).  

 
2) From a political viewpoint, it could be said that the timing of the embargo 

might make one wonder whether politics played a role. Indeed, the embargo 
was imposed only a few weeks before Brazil’s president Lula 1st State visit to 
China (which took place in late May 2004)191, and even lasted during it –since 
the embargo was to be extended until June of the same year (thus, having 
lasted 3 months). Thus, it could be interpreted that, to a certain extent, it might 
have also been an attempt to condition the agenda of the visit or to exert some 
pressure on the Brazilian president, with the embargo being imposed 
throughout the full length of his visit to China.  

 
Eventually, the Brazilian authorities also proposed their Chinese counterparts to 

deploy their own inspectors at Brazilian ports, in order for them to conduct pre-shipment 

                                                 
191 “Lula to boost Brazil-China Alliance” – China Daily Mail – May 24, 2004.  
http://www.china.org.cn/english/international/96134.htm (accessed December 12, 2012).       

http://www.china.org.cn/english/international/96134.htm
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inspections in situ and prevent the cargo from suffering any potential denials of entry 
upon arriving in China.192 

 
Consequences of the 2004 embargo  

The effects of the embargo were “costly” and “reciprocal”: in monetary terms, 
China benefited and Brazil suffered losses.  

China’s decision to deny access to its market to Brazilian soybeans, which was 
traded at US$ 320 in May, allowed to benefit from a price reduction of 18.75%, since the 
ton was worth US$ 260 when it decided to lift the embargo in late July (i.e., almost 20% 
lower prices) 

From the Brazilian point of view, it is important to note that calculations of the 
total losses’ embargoed shipments193 show slight differences. The Chinese government 
only referred to them as “the very significant” costs that the embargo had had for Brazil 
(巴西…巨大代价才得以解决这个问题)194: according to Brazil’s National Association 
of Cereal Exporters (Associação Nacional dos Exportadores de Cereais, ANEC) the 
losses were estimated in US$  0.800 billion195, but for the Institute for Latin American 
Integration at the Inter-American Development Bank (INTAL-IDB)196, which took into 
consideration the downfall in soybean prices in the Chicago Board of Trade (CBOT), 
total Brazilian losses linked to China’s new policy on soybeans could have reached US$ 
1 billion.197 This figure is in accordance with the estimations made by the Brazilian 
Association of Vegetable Oil Industries (Abiove), which considered the loss suffered by 
Brazil only with the falling prices of the grain. If the costs and daily fines to be paid by 
vessels to Chinese ports are considered, then the figure could double that amount.  

In addition to that, it is worthy to point out that the contaminated shipments were 
denied entry to China and returned to Brazil (unfortunately, it remains unclear whether 
this resulted in a doubling of the shipping costs). Supply contracts were revised and had 
to be re-negotiated at, of course, lower prices, and the option to contact alternative 
                                                 
192 Elaine Cotta, “Rodrigues diz que embargo da soja na China pode prejudicar escoamento”, Folha de São 
Paulo, June 15, 2004. 
193 The five embargoed shipments which accounted for 359,000 tons of soybeans. See “Missão brasileira 
negocia na China suspensão de embargo à soja” – Diario do Grande ABC – June 19, 2004.  
http://www.dgabc.com.br/Noticia/432963/missao-brasileira-negocia-na-china-suspensao-de-embargo-a-
soja?referencia=navegacao-lateral-detalhe-noticia (accessed December 12, 2012).   
194 “巴西担心中国新政策将影响其大豆对华出口 (Brazil fears PRC’s new policy affects soybean exports 
to China)” – Ministry of Commerce of the People’s Republic of China (MOFCOM)– January 1, 2007. 
http://br.mofcom.gov.cn/aarticle/jmxw/200701/20070104197440.html (accessed May 2, 2010) . 
195 Brazil’s ANEC calculated the losses based on three factors: 1) the resultant drop in international prices 
to US$ 60/ton on the difference between the CTB and the Brazilian port of Paranaguá (in the Southern state 
of Paraná, 巴拉那州); 2) the 1.5 million tons that were not shipped (at a US$ 420 million loss); and 3) the 
additional costs of re-directing the soy that did not go to China. Six ships were turned back at a cost of US$ 
1.8 million each. For further details, please refer to:  
http://www.efeedlink.com/contents/09-06-2004/98b8f501-4815-459e-ae73-802f2a135171-b421.html 
(accessed December 18, 2012) 
196 Inter-American Development Bank (BID-INTAL) 
http://www.iadb.org/es/intal/intal,1081.html  
197 Mario Queiroz de Monteiro Jales, Marcos Jank, Shunli Yao, and Colin A. Carter, “Agriculture in Brazil 
and China: challenges and opportunities”, INTAL Occasional Paper No 44 (Washington, DC: IDB, 2006): 
40-41.  
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=35317353  

http://www.dgabc.com.br/Noticia/432963/missao-brasileira-negocia-na-china-suspensao-de-embargo-a-soja?referencia=navegacao-lateral-detalhe-noticia
http://www.dgabc.com.br/Noticia/432963/missao-brasileira-negocia-na-china-suspensao-de-embargo-a-soja?referencia=navegacao-lateral-detalhe-noticia
http://br.mofcom.gov.cn/aarticle/jmxw/200701/20070104197440.html
http://www.efeedlink.com/contents/09-06-2004/98b8f501-4815-459e-ae73-802f2a135171-b421.html
http://www.iadb.org/es/intal/intal,1081.html
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=35317353


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

  Chapter 2  
                                                                                                                                                              Theory  

 127 

suppliers (such as Argentina and the US) for future purchases of soybeans was seriously 
discussed by the Chinese authorities (a potential loss of market share for Brazil). 

It should also be added that the Brazilian authorities decided to deal with the 
embargo bilaterally –in order to prevent its escalation– and not bring it to the WTO198, 
which was considered a triumph by the Chinese authorities. As aforementioned, the 
Brazilian Minister of Development, L.F. Furlan, emphasized the need to find a “technical 
solution” before considering other spheres to solve the problem.   
 
2) The 2010 Chinese “embargo”199 to Argentina soybean oil 
Brief Historical Context  

In January 2010, Argentine President Cristina Fernández de Kirchner decided to 
postpone what would have had been her 1st State visit to China –Argentina’s largest 
trading partner in Asia since 2007, the year she was elected to office– allegedly because 
of domestic reasons. Less than two months later, in April,200 the Chinese authorities, 

                                                 
198 Milena Galdino and Juliana Andrade, “Furlan: Brasil não levará embargo chinês à soja brasileira para a 
OMC”, Agência Brasil, June 17, 2004.  
http://agenciabrasil.ebc.com.br/noticia/2004-06-17/furlan-brasil-nao-levara-embargo-chines-soja-brasileira-
para-omc (accessed December 10, 2012).   
199 Different terms were used in referring to the measure adopted by the Chinese authorities: it was defined 
as being:  
i.- a “de facto embargo”, see: “Trade accord ends China's embargo on Argentine soybean oil” – EU Food 
Law – May 20, 2011  
http://www.eurofoodlaw.com/country-reports/americas/trade-accord-ends-china-s-embargo-on-argentine-
soybean-oil--1.htm (accessed May 21, 2011). 
ii.- a “blockade”, see: “The Power of Soy: President Cristina Strengthens commercial relations between 
Argentina and China” – Council on Hemispheric Affairs – July 29, 2010.  
http://www.coha.org/the-power-of-soy-president-cristina-kirchner-strengthens-commercial-relations-
between-argentina-and-china/ (accesses July 30, 2010). 
iii.- a “boycott” or a “ban” see: “China soy ban angers Argentina” – BBC – April 6, 2010.  
http://news.bbc.co.uk/2/hi/8604372.stm (accessed April 6, 2010). According to the AQSIQ and the MOA, 
it was a “ban”, noting that the China-Argentina “bilateral trade negotiations warmed up slightly after China 
lifted the six-month ban on the import of Argentine soybean oil in October.” 
Please refer to: “China and Argentina sign agreement on inspection and quarantine of beef, barley and dairy 
products” – News – Ministry of Agriculture of the People’s Republic of China – December 7, 2010.  
http://english.agri.gov.cn/news/201301/t20130115_8807.htm 
200 This study argues that it is no coincidence that, just like in the April 2004 Chinese embargo to Brazilian 
soybeans, the embargo to Argentine soybean oil of 2010 was also imposed in the month of April. An 
important factor to be taken into consideration is that, due to their geographical location in the Southern 
hemisphere, the harvest season lasts from March to May, in Brazil, while in Argentina takes place in April 
and May (when the plating period begins in China and the US, both located in the opposite hemisphere).     
Thus, the lower prices that resulted from the very good crops (yielded by increased planted area and 
favorable weather conditions) of 2010 in both Brazil (69-70 million tons in 2010/2011, with 68.5 million 
tons in 2009/2010) and Argentina (49-50 million tons in 2010/2011, with 54.5 million tons in 2009/2010), 
together with the relatively poor harvest in the US (), as well as from the “excellent soy crop” that China 
had that year would be other factors that would had been taken into consideration by the Chinese 
authorities in deciding the imposition of the embargoes, in particular the one in 2010, when the PRC 
imported 55 million tons of soybeans (at US$ 341per ton) and . See: Susana Zuliani and Ana J. Quagliani, 
“Margen bruto del cultivo de soja en el sur de Santa Fé, para productores (dueños de la tierra y 
arrendatarios) y rentistas. Campaña 201/2011”, in AgroMensajes 31 (Rosario: Universidad Nacional de 
Rosario, 2011).  
http://www.fcagr.unr.edu.ar/Extension/Agromensajes/31/4AM31.htm (accessed December 29, 2011). 

http://agenciabrasil.ebc.com.br/noticia/2004-06-17/furlan-brasil-nao-levara-embargo-chines-soja-brasileira-para-omc
http://agenciabrasil.ebc.com.br/noticia/2004-06-17/furlan-brasil-nao-levara-embargo-chines-soja-brasileira-para-omc
http://www.eurofoodlaw.com/country-reports/americas/trade-accord-ends-china-s-embargo-on-argentine-soybean-oil--1.htm
http://www.eurofoodlaw.com/country-reports/americas/trade-accord-ends-china-s-embargo-on-argentine-soybean-oil--1.htm
http://www.coha.org/the-power-of-soy-president-cristina-kirchner-strengthens-commercial-relations-between-argentina-and-china/
http://www.coha.org/the-power-of-soy-president-cristina-kirchner-strengthens-commercial-relations-between-argentina-and-china/
http://news.bbc.co.uk/2/hi/8604372.stm
http://english.agri.gov.cn/news/201301/t20130115_8807.htm
http://www.fcagr.unr.edu.ar/Extension/Agromensajes/31/4AM31.htm
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arguing sanitary reasons, decided to block shipments of Argentine soybean oil and 
impose a de-facto embargo, on the grounds of safety reasons.  

In this regard, it has already been mentioned earlier in this chapter that the present 
research considers that Chinese restrictions were retaliatory measures that resulted 
from a combination of motives that were predominantly political and economic, with 
safety concerns ultimately not being determinant and playing a secondary role. 
The underlying motives of the embargo become clearer when the situation is analyzed in 
a combined economic and political context.201 

In political terms, they were a retaliation with which China not only hinted that it 
would not accept political relegation –i.e., motivated by the unfounded postponement of 
the State visit– but also that it could use this kind of trade barriers to further strengthen its 
already superior bargaining power. It was a particularly weak excuse to refer to 
“domestic problems”202 as the reason of the postponement, evident as it was that CFK  
considered that the administration of the country could not be trusted to her vice-
president, J. Cobos (科沃斯 )203, whom had voted against the tax rise on soybean exports 
in 2008 –as examined in the Precendents section below– and had been considered as a 
“traitor” by Fernández de Kirchner ever since.  

Thus, and because economic objectives always have political goals, the economic 
situation in which the embargo was imposed needs to be placed within the context of an 
ongoing trade dispute on antidumping measures imposed by the Argentine government to 
Chinese products.204 Once again, it needs to be pointed out that this study considers the 

                                                                                                                                                 
See also: “Mrs. Kirchner leaves China with no announcement on the soy-oil embargo dispute” – 
MercoPress – July 17, 2010.  
http://en.mercopress.com/2010/07/17/mrs.-kirchner-leaves-china-with-no-announcement-on-the-soy-oil-
embargo-dispute (accessed July 18, 2010).  
201 Some Argentine economic analysts adopted a critical posture towards those who considered that the 
incident could be attributed to the “bad management of Argentine trade policy”. This study claims that such 
critiques seem not to take into consideration that “trade has always been political”, as astutely pointed out 
by Y. Tiberghien. Thus, they fail to analyze the economic causes of the embargo within the political 
context in which it took place. See Enrique Aschieri and Demian Dalle, “Salto…”, in Página 12, April 18, 
2010.   
http://www.pagina12.com.ar/diario/suplementos/cash/17-4259-2010-04-18.html (accessed April 20, 2010). 
See also Yves Tiberghien, “The Geopolitics of Free Trade in Northeast Asia”, interviewed for the 
International Relations and Security Network (ISN), Zurich, Switzerland, June 19, 2013.  
http://www.isn.ethz.ch/Digital-Library/Audio/Detail/?lng=en&id=165330  (minute 6:10 onwards, accessed 
June 20, 2013). 
202 As a matter of fact, and as aforementioned, the “internal problems” were a sour dispute between the 
president and her vice-president, Julio Cobos, which had originated during the farmers’ strikes back in 
2008 (which continued at the time of the visit and would last until the end of their terms in office in 2012), 
as well as a crisis caused by the use of the reserves at Argentina’s Central Bank (BCRA), which president –
Martín Redrado– had just step down. See “Sin avances concretos por las trabas a la soja, la Argentina y 
China buscan bajar la tensión”– La Nación – July 13, 2010. 
http://www.lanacion.com.ar/1284277-sin-avances-concretos-por-las-trabas-a-la-soja-la-argentina-y-china-
buscan-bajar-la-tension   
203 Luis Bruschtein, “Cobos en el punto de inflexión”, Página 12, January 20, 2010.  
http://www.pagina12.com.ar/diario/elpais/subnotas/138768-44844-2010-01-20.html   
204 While most analysts considered that the antidumping measures applied to footwear and textiles,  some 
pundits have argued that they were applied to textiles (denim yarn, jeans) and “dishes” 
As regards the products mentioned first, it is interesting to note that, in the early years of the WTO, one of 
the first complaints that the US had against the Argentine government was its protection of textiles and 

http://en.mercopress.com/2010/07/17/mrs.-kirchner-leaves-china-with-no-announcement-on-the-soy-oil-embargo-dispute
http://en.mercopress.com/2010/07/17/mrs.-kirchner-leaves-china-with-no-announcement-on-the-soy-oil-embargo-dispute
http://www.pagina12.com.ar/diario/suplementos/cash/17-4259-2010-04-18.html
http://www.isn.ethz.ch/Digital-Library/Audio/Detail/?lng=en&id=165330
http://www.lanacion.com.ar/1284277-sin-avances-concretos-por-las-trabas-a-la-soja-la-argentina-y-china-buscan-bajar-la-tension
http://www.lanacion.com.ar/1284277-sin-avances-concretos-por-las-trabas-a-la-soja-la-argentina-y-china-buscan-bajar-la-tension
http://www.pagina12.com.ar/diario/elpais/subnotas/138768-44844-2010-01-20.html
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official view of the Fernández de Kirchner administration in this issue –which considers 
the antidumping measures as having been the “catalyst” of the embargo– 205  as not 
entirely correct, given the relevant implications that the postponement of the State visit 
had for the bilateral relation –which, together with the subsequent “loss of face” that it 
brought to her Chinese counterpart, seems to have gone unnoticed for most observers. 
This fact rather constitutes an unfortunately revealing indicator of the lack of cultural 
awareness of Argentine officials, which can be considered as a consequence of either the 
insufficient counseling they received in issues on cross-cultural communication or –
worse yet– the disregard with which such advice is taken.  

The 2010 embargo has been considered by Oviedo –who argues that, as Argentina 
advances in its efforts to achieve economic de-primarization, tensions with China tend to 
emerge– that “the crisis about crude soybean oil in 2010 is the clearest example to 
illustrate that trade tensions between both countries will be most frequent if Argentine 
industrialization continues and the process of policy coordination fails”.206 
 
Precedents  

Sino-Argentine trade relations had been suffering from turbulence long before the 
the April 2010 embargo that Chinese authorities decided to impose on Argentine soybean 
oil. However, the impact that this decision had for bilateral relations can be said to have 
been unprecedented, mainly due to the magnitude of the losses in revenues and the length 
of the embargo (around half a year).   

In this regard, two main events might be mentioned: the November 2004 crisis 
provoked by Argentine President N. Kirchner with the so-called “leak incident” (the 
intentional leaking of inaccurate information about the amount of Chinese investments on 
the country to the Argentine press) and the March 2008 “farmers’ crisis” (a lockout 
organized by Argentina’s farming associations that blocked soybean exports to the PRC 
and led Chinese authorities to brand Argentina as a “non-reliable supplier”). It is 
important to highlight that this research argues that the 2010 embargo is directly related 
to the 2008 crisis, as it will be described in following paragraphs.207 

                                                                                                                                                 
footwear (together with the Argentine patent law for pharmaceutical products, which would become one of 
the thorniest issues in the US-Argentina relations.) Please refer to C. Escudé and A. Cisneros, Historia 
General de las Relaciones Exteriores de la República Argentina (Buenos Aires: CARI, 2000): Volume XV, 
Chapter 2, second part (“Argentina, el GATT y la OMC”).    
http://www.argentina-rree.com/home_nueva.htm (accessed April 18, 2010). 
Regarding the second position (textiles –denim yarn, jeans– and dishes), see E. Aschieri and D. Dalle, 
“Salto…”, in Página 12, April 18, 2010.   
http://www.pagina12.com.ar/diario/suplementos/cash/17-4259-2010-04-18.html (accessed April 20, 2010). 
205  Diego Rubinzal, “Claroscuros: Fortalezas y Debilidades del Crecimiento de India”,  Página 12, 
September 11, 2011. 
http://www.pagina12.com.ar/diario/suplementos/cash/17-5452-2011-09-12.html  (accessed September 12, 
2010) 
See also: “Más allá de China: el aceite de soja argentino encuentra nuevos mercados” – La Nación – July 
12, 2010.   
http://www.lanacion.com.ar/1284073-mas-alla-de-china-el-aceite-de-soja-argentino-encuentra-nuevos-
mercados  (accessed July 13, 2010).  
206 See Eduardo D. Oviedo, “Argentina Facing China: Modernization, Interests and Economic Relations 
Model”, in East Asia 30, No. 1 (March): 7-34.  
http://link.springer.com/article/10.1007/s12140-012-9184-1/fulltext.html  
207 “China busca alternativas,” La Nación, May 30, 2008.   

http://www.argentina-rree.com/home_nueva.htm
http://www.pagina12.com.ar/diario/suplementos/cash/17-4259-2010-04-18.html
http://www.pagina12.com.ar/diario/suplementos/cash/17-5452-2011-09-12.html
http://www.lanacion.com.ar/1284073-mas-alla-de-china-el-aceite-de-soja-argentino-encuentra-nuevos-mercados
http://www.lanacion.com.ar/1284073-mas-alla-de-china-el-aceite-de-soja-argentino-encuentra-nuevos-mercados
http://link.springer.com/article/10.1007/s12140-012-9184-1/fulltext.html


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

  Chapter 2  
                                                                                                                                                              Theory  

 130 

Due to the similarities that both incidents have with the April 2010 embargo, it is 
worthy to briefly recall them in order to have a better understanding of the political 
implications that cultural differences –and the lack of cultural awareness mentioned in the 
preceding section– might have in foreign policy.  

In the first of the aforementioned cases, this study points out that President 
Kirchner mishandled the visit of the Chinese delegation headed by President Hu (who 
was paying his first State visit to the country on his way to the APEC Forum in Chile) by 
intentionally leaking inaccurate information to the Argentine press regarding the figures 
that the Chinese government was supposed to be considering to invest in Argentina. He 
was quoted as having stated that China was considering to invest “US$ 20 billion”208 , a 
deal which historical significance would place Kirchner even above Gral. San Martín (聖
馬丁 ),209 a heroic Argentine figure considered as the “father” of Argentina and liberator 
of Chile and Perú, whose status is comparable to that of Dr Sun Yat-sen (孫中山). The 
reaction of the Chinese government when been informed that the country’s reputation 
was being put on display in Argentina while the delegation lead by Hu was still in Brazil, 
was to deny any figures that were being attributed to them by the Kirchner administration 
in a disrespectful, dishonoring gesture that caused the Chinese delegation to “loose face” 
has been defined, in previous studies, as “a tactless remark, inexcusable in Chinese 
culture, in which honor, reputation and good name have always been object of the highest 
appreciation.” 210 This was the first seed the Argentine government the one that was 
wrong indeed, and here lies what, in time, grew into the present strained relation between 
the governments of the two countries. 

The second occasion in which the bilateral relation was considerably strained is 
directly related to the 2010 embargo -and illustrates clearly the Argentine governments’ 
over-reliance upon commodity-related revenues: it took place under the first term in 
office of President Cristina Fernández de Kirchner (CFK), wife and successor of 
President N. Kichner, who had provoked the aforementioned “leak incident” in 2004. It 
was on March 11, 2008, that then Minister of Economy M. Lousteau, through a 
ministerial resolution (Resolución 125/2008ME), implemented the so-called “retenciones 
móviles”211, a sort of sliding scale-based export tariffs to agricultural exports, which from 
the very outset made him the target of heavy criticism212 and which would, eventually, 
cost him his job (since he had to resign only a few weeks after implementing the 
measures, and having been in office for just about five months). Simply put, the new 
                                                                                                                                                 
http://www.lanacion.com.ar/politica/nota.asp?nota_id=1016918 (accessed May 30, 2008).  
208 “La culpa la tuvo el cartero,” Página 12, November 11,  2004.  
  http://www.pagina12.com.ar/diario/elpais/1-43456-2004-11-11.html (accessed November 12, 2004) 
209 Ibid. 
210 Xuezhi Guo, The Ideal Chinese Political Leader: a Historical and Cultural Perspective (London, UK: 
Praeger Publishers, 2002), 55-70; 125-140; Richard R. Gesteland, Cross-Cultural Business Behaviour: 
Marketing, Negotiating and Managing Across Cultures (Copenhagen: Copenhagen Business School Press, 
1999), 155, as cited in J. Uriburu Quintana, The Argentine-China Relations: a Peripheral Realist Analysis – 
MA Thesis (Taipei, Taiwan: National Chengchi University, 2008): 62-63.  
211 “Novedades Legislativas: Derechos de Exportación ‘retenciones móviles’– Doctrina” – Dirección de 
Referencia Legislativa – Biblioteca del Congreso de la Nación (Buenos Aires: March-June 2008). 
http://www.bcnbib.gov.ar/archivos/retencionesmarzojunio.PDF (accessed June 20, 2008).  
212 Michael Casey and Matt Moffett, “Argentina’s Economy Minister is Under Fire over Soybean Tax”, 
The Wall Street Journal, April 7, 2008.  
http://online.wsj.com/news/articles/SB120752671258493577 (accessed April 8, 2008). 
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taxation scheme consisted on higher levies for soybean and sunflower exports in 
particular, which was widely regarded as “unconstitutional” by Argentine jurists and 
constitutional experts213 although justified by those who supported the government. In 
other words, what the government was trying to do was to on change “the export tax rate 
on soy from a fixed rate to a sliding one pegged to commodity prices”214 Before the new 
measures were implemented, soybean exports were already imposed an unusually high 
35% levy, but after the new taxes were implemented, the levy raised even further, 
reaching an unprecedented 44.1%. 215 The day after the implementation, there was a 
nationwide lockout organized by the farming associations, the start of what would be 
considered as Argentina’s “biggest political crisis in five years.”216  

On March 31, 2008, in a speech at Casa Rosada –Argentina’s presidential palace– 
Fernández de Kirchner contemptuously referred to “soy” as being practically “weed” 217, 
which did “not need any special care” and could basically “grow by itself.” It was only 
natural that Kirchner’s pejorative remarks discrediting the efforts and know-how of 
Argentine farmers to maintain soy as the crop that had become the country’s stellar 
export commodity and made more profits for the Argentine government than any other 
since the turn of the century, were to attract immediate and widespread criticism.218 The 
lack of a proper trading strategy ended up damaging Argentina and benefiting its 
agricultural competitors and raw materials suppliers to China –such as Brazil, the United 
States and Australia.219  Indeed, and considering that in such an unfortunate case like the 
current global food crisis ‘food exporters, and countries where farmers are self sufficient, 

                                                 
213 For a complete analysis of these measures, see Gregorio Badeni, “La patología constitucional de las 
retenciones”, in La Ley (Suplemento Especial Retenciones a las Exportaciones) (Buenos Aires: Abeledo 
Perrot, 2008), and María Angélica Gelli, “Retenciones, Federalismo, República y Derechos 
Fundamentales”, in La Ley (Suplemento Especial Retenciones a las Exportaciones – April 15, 2008) 
(Buenos Aires: Abeledo Perrot, 2008): 1-9.   
http://www.udesa.edu.ar/files/Institucional/RETENCIONES%20FEDERALISMO%20REPUBLICA.pdf    
214 Azul Mertnoff, “The Power of Soy: President Cristina Kirchner strengthens commercial relations 
between Argentina and China”, Council on Hemispheric Affairs (COHA), July 29, 2010.    
http://www.coha.org/the-power-of-soy-president-cristina-kirchner-strengthens-commercial-relations-
between-argentina-and-china/ (accessed July 30, 2010). 
215 “Vuelven a aumentar las retenciones agropecuarias” – La Nación – March 11, 2008.  
http://www.lanacion.com.ar/994630-vuelven-a-aumentar-las-retenciones-agropecuarias (accessed March 
12, 2008)  
Among the reasons mentioned by Minister M. Lousteau, it was the fact that “over 50% of Argentina’s 
arable land was planted with soy, although only 5% of the national production was to be consumed in the 
country.” See Guido Braslavsky, “Cristina pidió a los productores que dejen transitar a los camiones”, 
Clarín, April 4, 2008.  
http://edant.clarin.com/diario/2008/04/01/elpais/p-00401.htm  
216 Michael Casey and Matt Moffett, “Argentina’s Economy Minister is Under Fire over Soybean Tax”, 
The Wall Street Journal, April 7, 2008.  
http://online.wsj.com/news/articles/SB120752671258493577 (accessed April 8, 2008). 
217 According to the Cambridge Dictionary, the term “weed” refers to “any wild plant that grows in an 
unwanted place, especially in a garden or field where it prevents the cultivated plants from growing freely”. 
See: http://dictionary.cambridge.org/dictionary/british/weed_1?q=weed (accessed April 2, 2008) 
218 See: “La soja no es un yuyo” – La Nación – April 2, 2008.  
http://www.lanacion.com.ar/1000732-la-soja-no-es-un-yuyo  (accessed April 3, 2008). 
219 “No se exporta soja y lo aprovechan los Estados Unidos,” La Nación, May 7, 2008.   
http://www.lanacion.com.ar/politica/nota.asp?nota_id=998762 (accessed May 7, 2008).  
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http://www.lanacion.com.ar/994630-vuelven-a-aumentar-las-retenciones-agropecuarias
http://edant.clarin.com/diario/2008/04/01/elpais/p-00401.htm
http://online.wsj.com/news/articles/SB120752671258493577
http://dictionary.cambridge.org/dictionary/british/weed_1?q=weed
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or net sellers, benefit’220, it can be said that the Argentine government decision could had 
hardly been worse both in content and in time. Due to the block of Argentine grain 
exports it provoked, the measure contributed to have less food available in the global 
market –with the subsequent increases in international prices, as it was pointed out by EU 
officials–221 and it forced Chinese authorities to start looking for alternative sources to 
satisfy the PRC grain needs resulting in the loss of market niches.  

After several months of political and economic turmoil, in July 2010 the Deputies 
Chamber granted preliminary approval to the new tax scheme, and so the bill went to the 
Senate for its consideration. Vice-President J. Cobos (科沃斯 ) doubled as president of 
the Senate, and was only allowed to vote in case there was a draw among the 72 senators. 
This was indeed what happened, with each side obtaining an equal number of votes (36 
for and 36 against). In a marathon 18-hour long session –which started on July 17 and 
ended in the early hours of July 18– Vice President Cobos voted “not for” (i.e., he issued 
a “non-positive” vote –he voted “against” the bill).222 Thus, the new tax scheme was not 
passed, and relations between President Fernández de Kirchner and Vice President Cobos 
would be frozen for the remaining of their terms in office –until 2011.  

This study points out an interesting point: vice-president Cobos’ critical role in 
breaking the tie for the tax increases in grain exports in 2008 proved to be the reason why 
President Fernández de Kirchner decided to postpone her State visit to China in 2010, 
since one of the “domestic problems” that she alleged was her lack of trust in her own 
vice-president.223 
 
Motives 

On April 1st, 2010, the China Chamber of Commerce for Import and Export of 
Foodstuffs, Native Produce (CFNA, 中国食品土畜进出口商会, or中國食品土畜進出

口商會, Zhōngguó Shípǐn Tǔchù Jìnchūkǒu Shānghuì) a trade body under the Ministry of 
Commerce224, asked Chinese traders to “cancel soybean oil cargoes from Argentina”, 
arguing that crude soy oil imports destined to China had excessive levels of a solvent 

                                                 
220 “The silent tsunami”, The Economist, April 19, 2008.   
221 “La UE dice que las retenciones traen escasez,” La Nación, May 7, 2008.  
http://www.lanacion.com.ar/politica/nota.asp?nota_id=1010385 (accessed May 7, 2008).  
222 Alfredo Gutiérrez, “Crisis política: con el voto negativo de Cobos, el Senado rechazó las retenciones”, 
Clarín, July 17, 2008. 
http://edant.clarin.com/diario/2008/07/17/um/m-01717007.htm (accessed July 18, 2008). 
223 Luis Bruschtein, “Cobos en el punto de inflexión”, Página 12, January 20, 2010.  
http://www.pagina12.com.ar/diario/elpais/subnotas/138768-44844-2010-01-20.html   
224 See official website of the Ministry of Commerce of the People’s Republic of China.  
http://www.mofcom.gov.cn/?3840566276=3587753514 (accessed April 28, 2010). 
See also: China Chamber of Commerce for Import and Export of Foodstuffs and Native Produce (CFNA). 
http://www.cccfna.org.cn/  (accessed April 30, 2010). 
In this regard, this study highlights that the CFNA, among other functions, “organizes companies to 
respond to antidumping charges… acts against trade barriers… works with the government to settle 
trade disputes… promotes the establishment of quality systems and food safety systems... investigates 
unfair competitions including the dumping of imported products… [and] works to satisfy the requirement 
of the government and members.”  
See China Chamber of Commerce for Import and Export of Foodstuffs and Native Produce (CFNA). 
http://en.cccfna.org.cn/read.php?id=1 (accessed April 30, 2010). 
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used in processing and did not meet Chinese standards (the so-called GB1535-2003).225 
An embargo was imposed, and the present study argues that it does not seem to be a 
coincidence that it started a few weeks after the announcement of the postponement of 
the State visit.   

It is worthy to point out that it had been just in late March 226 that Chinese 
authorities had raised standards on the imports to levels which Argentina did not comply 
with at that time.227  

Until the embargo was imposed, the PRC was purchasing 46% of Argentine soy 
oil exports. However, and as a consequence of the restriction, Argentine soy oil exports 
to China suffered such an abrupt decline – decreasing by a factor of 45– that they only 
reached an unprecedented 1% of the country’s total soy oil exports. It is important to note 
that, in spite of this, China’s imports of Argentine raw soybeans were not halted 
(although there were slight decreases). This very significant reduction in bilateral trade 
flows was particularly noticeable.  

It is worthy to note that, whether coincidentally or not, a few months before 
imposing the embargo China had had an excellent soybean harvest – which it finished 
reaping in October 2009– and had also increased significantly its soybean-oil processing 
capacity. In addition to that, the other major soybean oil supplier to China, Brazil, had 
had a record 2009/2010 soybean harvest (65 million tons, 14% larger than the previous 
year, with “a record soybean area having been planted due to higher soybean prices and 
greater profits margin in comparison to corn”).228 

Due to all these factors, the PRC can be said to have been in a remarkably 
stronger-than-usual position to proceed with its retaliatory measures against Argentina. 
The strategic importance of soybean oil supplies from Argentina –the world’s largest 
exporter– to China –the top importer and “world’s biggest user of cooking oils” 229, 
mainly soybean oil and palm oil, and Argentina’s largest customer (importing between 
70-80% of Argentine total soybean oil production, a percentage similar to the amount its 

                                                 
225 The Chinese standard GB1535-2003 (passed on mid-2003, effective since October 2004 but never 
applied until April 2010) required soybean oil exports to have less than a hundred parts of hexane (C6H14, 
or jǐ wán 己烷) –a chemical obtained from the refining of crude oil and used in the extraction of oil from 
seeds– per million. See “Boletín 93” –Fundación Instituto para las Negociaciones Agrícolas 
Internacionales (INAI) – April 19, 2010.  
http://www.inai.org.ar/sitio_nuevo/boletin_i2.asp?c=ARGENTINA%20-%20CHINA     
“Más allá de China: el aceite de soja argentino encuentra nuevos mercados”– La Nación – July 12, 2010. 
http://www.lanacion.com.ar/1284073-mas-alla-de-china-el-aceite-de-soja-argentino-encuentra-nuevos-
mercados (accessed July 12, 2010) 
226 Author’s interview with a Chinese official speaking on condition of anonymity.   
227 The disposition of the Chinese sanitary authorities established “a maximum of 100 parts per million of 
hexane-solvent residues used in the extraction of oilseed oils in the shipments of crude soy oil.” See:  
“Argentina protests Chinese sanitary restriction on soy oil imports” – MercoPress – April 6, 2010.  
http://en.mercopress.com/2010/04/06/argentina-protests-chinese-sanitary-restrictions-on-soy-oil-imports 
(accessed April 7, 2010)   
228 “World Agricultural Production” Circular Series WAP 01-10 – Foreign Agricultural Service – United 
States Department of Agriculture – January 2010.  
http://usda01.library.cornell.edu/usda/fas/worldag-production//2010s/2010/worldag-production-01-12-
2010.pdf  (accessed February 2, 2010). 
229 “China, Argentina Remain in Soy Talks, President Says” –The Washington Post – July 15, 2010.  
http://www.washingtonpost.com/wp-dyn/content/article/2010/07/15/AR2010071500790.html (accessed 
July 15, 2010). 
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exports represent for China’s total imports)230– is reflected by the fact that half a year 
before the restrictions were applied by the Chinese government –between October 2009 
and March 2010– “China imported 784,157 metric tons of soybean oil in the six months 
from Oct. 1, according to customs data. Argentina supplied 80%, while Brazilian exports 
represented 19.2 percent, according to calculations by Bloomberg.”231  

On April 5th, official sources, quoted by the Buenos Aires Herald, informed that 
Argentina’s Foreign Minister J. Taiana had asked Amb. Zeng Gang (曾钢, or曾鋼 ), the 
PRC’s Ambassador to Argentina, to attend a meeting at the Argentine Chancellery 
headquarters, in order to ask Beijing to “suspend the application of this measure and not 
put it into effect” 232, also requesting him to transmit “the worry that exists because of the 
measure, since it impacts the main Argentine export product to the Asian giant.”233 The 
Chinese Ambassador “noted the Argentine preoccupation and committed himself to 
transmit it” to the PRC’s government. The present research argues that this explicit 
reference to the “worry” –understood as the problems or unpleasant things that might 
produce feelings of “unhappiness and fright”234– made by the Argentine Foreign Minister 
constitutes irrefutable evidence of the vulnerability of Argentina relative to China.  

On April 6th, Argentina formally protested.235 The Argentine government was 
understandably worried, since any restriction on soybeans or soy oil sales would be 
highly detrimental to the country’s public finances, given the fact that these commodities 
are the pillars of Argentina’s economy. The so-called “boycott” 236  by the Chinese 
authorities was particularly worrisome for the Argentine government, which imposes a 
32% export tariff on soy oil. 237  Thus, the revenues produced by these exports are 
significant, especially when taking into consideration that, in 2009, Argentina had 
exported 1.8 million tons of the oil to China –worth US$ 1.4 billion.  

                                                 
230 “Mrs. Kirchner leaves China with no announcement on the soy-oil embargo dispute” – MercoPress – 
July 17, 2010.   
http://en.mercopress.com/2010/07/17/mrs.-kirchner-leaves-china-with-no-announcement-on-the-soy-oil-
embargo-dispute (accessed July 18, 2010) 
231 “China, Argentina Remain in Soy Talks, President Says” –The Washington Post – July 15, 2010.  
http://www.washingtonpost.com/wp-dyn/content/article/2010/07/15/AR2010071500790.html (accessed 
July 15, 2010). 
232 “Taiana asks Chinese ambassador to suspend soybean oil imports restriction to China” – Buenos Aires 
Herald – April 5, 2010.  
http://www.buenosairesherald.com/BreakingNews/View/29844 (accessed April 5, 2010) 
233 “Taiana asks Chinese ambassador to suspend soybean oil imports restriction to China” – Buenos Aires 
Herald – April 5, 2010.  
http://www.buenosairesherald.com/BreakingNews/View/29844 (accessed April 5, 2010) 
234 “worry” – Cambridge Advanced Learner's Dictionary & Thesaurus (Cambridge: Cambridge University 
Press, 2013) 
http://dictionary.cambridge.org/dictionary/british/worry_1?q=worry (accessed March 21, 2012). 
235 “Argentina protests Chinese sanitary restriction on soy oil imports” – MercoPress – April 6, 2010.  
http://en.mercopress.com/2010/04/06/argentina-protests-chinese-sanitary-restrictions-on-soy-oil-imports 
(accessed April 7, 2010)   
236 “China soy ban angers Argentina” – BBC – April 6, 2010.  
http://news.bbc.co.uk/2/hi/8604372.stm (accessed April 6, 2010). 
237 “China soy ban angers Argentina” – BBC – April 6, 2010.  
http://news.bbc.co.uk/2/hi/8604372.stm (accessed April 6, 2010). 

http://en.mercopress.com/2010/07/17/mrs.-kirchner-leaves-china-with-no-announcement-on-the-soy-oil-embargo-dispute
http://en.mercopress.com/2010/07/17/mrs.-kirchner-leaves-china-with-no-announcement-on-the-soy-oil-embargo-dispute
http://www.washingtonpost.com/wp-dyn/content/article/2010/07/15/AR2010071500790.html
http://www.buenosairesherald.com/BreakingNews/View/29844
http://www.buenosairesherald.com/BreakingNews/View/29844
http://dictionary.cambridge.org/dictionary/british/worry_1?q=worry
http://en.mercopress.com/2010/04/06/argentina-protests-chinese-sanitary-restrictions-on-soy-oil-imports
http://news.bbc.co.uk/2/hi/8604372.stm
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Argentine authorities were also worried that a prolonged conflict could end up 
benefiting US or Brazilian soy oil exports, analysts said.”238 

According to Qin Gang (秦剛 ) 239 , spokesperson of the Chinese Ministry of 
Foreign Affairs, the restrictions applied by AQSIQ were nothing unusual: “The soybean 
oil import dispute is a normal problem in the trade development of the two countries. I 
believe with the mutual beneficial and win-win spirit, the two sides will definitely find a 
proper solution through friendly negotiations.”240 
 
Costs 

In economic terms, the total amount of Argentine soy oil exported in April and 
May 2010, the two months that followed the restrictions, accounted for about US$ 1.4 
billion.241 The impact of Chinese restrictions would generate “a loss of more than US$ 
1.6 billion for Argentina in its trade balance, and another US$ 0.620 billion less in the 
fiscal tax income, according to private estimates based on official data.” 242 As it is 
mentioned later, Brazilian sources considered Argentine losses could have reached US$  
2 billion. 

The Argentine government –through a communiqué issued by the Minister of 
Industry and Tourism, Mrs. D. Giorgi, argued that the antidumping measures –which 
she, and the government, considered to be the exclusive reason of the embargo–“look to 
avoid disloyal competition... we did not prohibit Chinese imports, which continue coming 
in to our country [Argentina] in the form of healthy competition” and considered that “the 
restriction -assuming it comes into force- would not last long, since more than 50% of 
soybean oil imports to China come from the Argentina and replacing this volume would 
not be easy.”243 Along the same lines, Argentine Industrial Union (UIA) lobby Secretary, 
José Ignacio de Mendiguren, said he was “very positive” about a possible accord between 
the governments of Argentina and China over the conflict. De Mendiguren downplayed 
the whole situation as he considered that “it’s just a matter of trade negotiations between 

                                                 
238 “Argentina protests Chinese sanitary restriction on soy oil imports” – MercoPress – April 6, 2010.  
http://en.mercopress.com/2010/04/06/argentina-protests-chinese-sanitary-restrictions-on-soy-oil-imports 
(accessed April 7, 2010)   
239 Ministry of Foreign Affairs of the People’s Republic of China  
http://www.fmprc.gov.cn/eng/xwfw/s2510/qg1/ (accessed December 30, 2012). 
240 “China shows no sign of deal on Argentine soyoil” – Investing – July 13, 2010.  
http://www.investing.com/news/forex-news/china-shows-no-sign-of-deal-on-argentine-soyoil-148217 
(accessed July 13, 2010). 
Also, see: “Sin avances concretos por las trabas a la soja, la Argentina y China buscan bajar la tensión”– La 
Nación – July 13, 2010.  
http://www.lanacion.com.ar/1284277-sin-avances-concretos-por-las-trabas-a-la-soja-la-argentina-y-china-
buscan-bajar-la-tension  (accessed July 13, 2010). 
241 “Más allá de China: el aceite de soja argentino encuentra nuevos mercados”– La Nación – July 12, 2010. 
http://www.lanacion.com.ar/1284073-mas-alla-de-china-el-aceite-de-soja-argentino-encuentra-nuevos-
mercados (accessed July 12, 2010) 
242 “Taiana asks Chinese ambassador to suspend soybean oil imports restriction to China” – Buenos Aires 
Herald – April 5, 2010.  
http://www.buenosairesherald.com/BreakingNews/View/29844 (accessed April 5, 2010) 
243 Communiqué issued by Mrs. D. Giorgi, Argentina’s Minister of Industry and Tourism, and quoted in    
the article “Taiana asks Chinese ambassador to suspend soybean oil imports restriction to China” – Buenos 
Aires Herald – April 5, 2010.  
http://www.buenosairesherald.com/BreakingNews/View/29844 (accessed April 5, 2010). 
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the two nations.” The lobbyist also remarked that “China's development without the 
alimentary security that South American products bring to them is not possible or viable 
as only ten percent of China's soil is cultivable”, pointing out that “being China the 
country that will dispute USA No. 1 within the next decade, they will necessarily need 
Brazilian steel, Argentine soy, and South American oil and energy.”244 

This study points out how distortedly optimistic was the perception of the 
relevance of Argentina for China as reflected in the opinion of most governmental 
officials and representatives of the private sector, exaggerating the need of Argentine 
products and forecasting the problem would not last long.  

Facts prove them wrong: the Chinese authorities decided to maintain the embargo 
for 6 months and its cost was estimated to be of around US$ 1.6 billion. Simply put, the 
embargo lasted half a year (imposed in April 1st and only lifted in October) and it came 
at such a high cost that it exceeded Argentine soybean oil exports to China in 2009 
(which had accounted for US$ 1.4 billion).  

 
Presidential Apologies and Rising Tensions 

On April 13, 2010, President CFK expressed her personal apologies to Chinese 
President Hu for having decided not to visit him in Beijing in January. She did so when 
both presidents met at the Nuclear Security Meeting held in Washington, DC.245  

This study considers that –together with the antidumping dispute– one of the 
major motives of the embargo was President Fernández de Kirchner’s decision to 
postpone what would have been her 1st State visit to the PRC, arguing certain 
“domestic problems”. The “safety” concerns alleged by Chinese authorities were a 
necessary, but not sufficient, condition for the imposition of the embargoes. They existed 
and were real, but not determinant. Thus, the present dissertation sustains that what 
triggered the Chinese reaction was the postponement of CKF’s State Visit which, 
originally scheduled for January 2010, had to be re-scheduled for July of that year.  

Special attention it paid to the fact that, as noted by Keohane and Nye, 
“presidential attention is a physically restricted and very scarce resource”, a point 
related to the “asymmetry of attention” aforementioned and which becomes even more 
evident when the agenda being discussed is that of the president of such an important 
country as China. Postponing a State Visit is an unusual fact, to say the least, and it is 
important to take into consideration not only the importance that the appropriate handling 
of cultural differences –such as avoiding the other part to lose face– play in foreign 
policy, but also that “reputation has always mattered in world politics” and that “over 
time, governments develop reputations for compliance… These reputations constitute one 
of their most important assets. As the economist Ch. Kindleberger once remarked: “in 
economics bygones are bygones, but in politics they are working capital”. 246  The 
seriousness of the damage inflected by the postponement to the bilateral relation was 
clearly reflected on the fact that the Argentine president had to leave Beijing without 

                                                 
244 See note 242 above. 
245 Please refer to Eduardo Daniel Oviedo, Historia de las Relaciones Internacionales entre Argentina y 
China 1945-2010 (Buenos Aires: Dunken, 2010): 502. 
246 Ibid., 295-297, 223  



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

  Chapter 2  
                                                                                                                                                              Theory  

 137 

having been able to find a solution to the conflict, which persisted at the time of her 
return to Argentina and even extended until October that year.247 

In mid-April, the right to issue “permits” for soybean imports (and its derivatives, 
such as oil) was transferred to the Ministry of Commerce of the PRC. As an interviewee 
pointed out, the underlying reason is that the MOFCOM, as an agency of the central 
government, is in a more powerful position and can impose even higher restrictions on 
imports of this commodity.248 

According to a widely accepted view in Argentine scholars and mass media, the 
Fernández de Kirchner administration interpreted the decision of the Chinese authorities 
to impose restrictions on soy oil as a retaliatory measure to two anti-dumping 
measures –such as textiles and footwear– 249  that Argentina had imposed in late 
2009/early 2010 in order to “shield its industries from import competition.”250  

On April 19, in occasion of attending the “Argentina-China Economic 
Cooperation and Investments Forum” 251  held in Buenos Aires (in a 48-hour visit), 
China’s Vice-minister of Commerce, Jiang Yaoping (蒋耀平)252 made comments noting 
that the PRC was “concerned about Argentina's growing tendency to impose protectionist 
measures on Chinese products, which has already hurt bilateral ties… [and] have deeply 
upset companies, people and media in China.”253 At this point, it is worthy to point out 
the relevance of the details of these remarks: Mr Jiang made these comments in Buenos 
Aires on occasion of the Argentina-China Forum and in his capacity of Vice-minister of 
the, which only a few days before had been transferred the right to issue soybean import 
permits and which, being part of the central government, was in a more powerful position 
to impose even higher restrictions on imports of this commodity.254 He quoted Chinese 
official statistics according to which “the cases of commercial protection filed in 
Argentina against Chinese products doubled every year from 2007 to 2009,” defining 
such measures as being “abnormal and discriminatory”.  

Just to make matters worse, it should be pointed out that Jiang illustrated the 
above point by noting that, only in 2009, there had been 18 anti-dumping investigations 
against Chinese products launched by the Fernández de Kirchner administration, with 

                                                 
247 “Mrs. Kirchner leaves China with no announcement on the soy-oil embargo dispute” – MercoPress – 
July 17, 2010.   
http://en.mercopress.com/2010/07/17/mrs.-kirchner-leaves-china-with-no-announcement-on-the-soy-oil-
embargo-dispute (accessed July 18, 2010). 
248 Author’s interview with a Chinese official speaking on condition of anonymity.   
249 “Más allá de China: el aceite de soja argentino encuentra nuevos mercados”– La Nación – July 12, 2010. 
http://www.lanacion.com.ar/1284073-mas-alla-de-china-el-aceite-de-soja-argentino-encuentra-nuevos-
mercados (accessed July 12, 2010). 
250 “Argentina protests Chinese sanitary restriction on soy oil imports” – MercoPress – April 6, 2010.  
http://en.mercopress.com/2010/04/06/argentina-protests-chinese-sanitary-restrictions-on-soy-oil-imports 
(accessed April 7, 2010) 
251  “Foro de Cooperación Económica entre Argentina y China” – Cámara Argentino-China de la 
Producción, la Industria y el Comercio.  
http://www.argenchina.org/eventos/galeriafotos/2010/galeria_20100419-foro-cooperacion-economica.asp  
252 “Vice-Minister of the Ministry of Commerce: Jiang Yaoping” –ChinaVitae 
http://www.chinavitae.com/biography/Jiang_Yaoping/career (accessed April 22, 2010).  
253 “China concerned about Argentina's protectionist trend: official” – Xinhua – April 21, 2010.  
http://news.xinhuanet.com/english2010/indepth/2010-04/22/c_13262679.htm (accessed April 22, 2010).  
254 Author’s interview with a Chinese official speaking on condition of anonymity.   
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Argentine measures accounting for 64% of total Latin America measures against the PRC 
and for 56% total trade volume with the region. The Chinese official also pointed out that 
Beijing was concerned about the Argentine government’s continuous tendency to 
strengthen such measures, instead of seeking to ease them, and noted that in the first three 
months of 2010, the Argentine government had already launched two investigations into 
alleged dumping of Chinese imports. Jiang emphasized Beijing’s willingness to 
cooperate with Argentina and work together in order to strengthen bilateral ties, but –in 
order for such a goal to be accomplished– the Argentine authorities should treat China as 
a “market economy” instead of imposing measures against Chinese products that are 
“abnormal and discriminatory,” he noted. 
 
New Antidumping Measures and Delegation 

In May 2010, Chinese authorities informed major grain companies –including the 
Cofco Ltd. (China National Cereals, Oils and Foodstuffs Corporation,中粮集团有限公司,  
or 中國糧油食品(集團)有限公司, a SOE grain trading company that is the largest 
supplier of diversified products and services in the agricultural products and food 
industry in China, and which also serves as the main importing and exporting channel for 
bulk agricultural products)255 – that they would “maintain the embargo” 256 and that they 
were suggested to seek supplies from alternative providers, such as from Brazil and 
US.257  

This study points out that tensions were being risen due to the fact that both 
countries were behaving in a way that was not aimed at solving the problem: while the 
Chinese were suggesting their companies to look for alternative sources of soybeans and 
derivatives, the Argentine Ministry of Industry, led by Ms. Giorgi, followed the strange 
logic of imposing new anti-dumping measures. Ms. Giorgi’s timing couldn’t had been 
worse. 

Indeed, and according to report by Jennifer Richmond258, Strategic Forecasting, 
Inc. (Stratfor, an American private intelligence agency)’s chief in China, the Argentine 
government doubled its bet and, despite the risks of escalating the 
ongoing trade dispute with China, announced on May 19 that has imposed new anti-
dumping measures on textiles from China and Indonesia.259 As a response to Richmond, 
the agency’s chief analyst Reva Bhalla –one of the agencies specialists in Latin America–
260said that Argentina was playing “a dangerous game with China” given that the PRC 
                                                 
255 “Cofco Overview” – Cofco Ltd.  
http://www.cofco.com/en/about/c-482.html (accessed September 20, 2011). 
256 “Mrs. Kirchner leaves China with no announcement on the soy-oil embargo dispute” – MercoPress – 
July 17, 2010.   
http://en.mercopress.com/2010/07/17/mrs.-kirchner-leaves-china-with-no-announcement-on-the-soy-oil-
embargo-dispute (accessed July 18, 2010). 
257 “China Said to Seek Brazil, U.S. Soybean Oil Supplies on Argentine Embargo” – Bloomberg News – 
May 4, 2010.  
http://www.bloomberg.com/news/2010-05-05/china-said-to-seek-brazil-u-s-soyoil-supply-as-argentine-
ban-continues.html (accessed May 20, 2010). 
258 As cited in Santiago O’Donnell, “China y Argentina juegan un juego peligroso”, Página 12, March 4, 
2012. http://www.pagina12.com.ar/diario/elmundo/4-188869-2012-03-04.html (accessed March 12, 2012).  
259 The new “anti-dumping” measures imposed a tariff of 14.28 % to Chinese polyester wool, as well as a 
7.52% to those from Indonesia.  
260 “Analysts” – Strategic Forecasting, Inc. (Stratfor) 
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http://www.bloomberg.com/news/2010-05-05/china-said-to-seek-brazil-u-s-soyoil-supply-as-argentine-ban-continues.html
http://www.pagina12.com.ar/diario/elmundo/4-188869-2012-03-04.html
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had alternatives to imported soybean oil while Argentina did not have many alternatives 
where to export it. 
 
Argentine Delegation 

According to the aforementioned report, these new measures were an attempt by 
the Argentine government to improve its bargaining power and strengthen its 
position by imposing these new tariffs before the visit of an Argentine trade delegation 
(from the Servicio Nacional de Sanidad y Calidad Agroalimentaria [SENASA, 
or Argentine National Health Service and Food Quality], headed by the institution’s vice 
president, Mr. Carlos Paz)261 to China on May 31 to try to solve the problems derived 
from the soybean oil embargo imposed by the Chinese authorities, partially as a 
response to the anti-dumping measures imposed by their Argentine counterparts and 
partially due to the postponement of the state visit in early 2010.  In Richmond’s 
opinion, the Argentine authorities would lose their bet, since –although the country 
had alternative sources for the goods it had decided not to import from China, Argentine 
agricultural producers were in a very difficult position, due to the fact that they would 
have to sell their soybean oil either in the domestic market or in countries where prices 
would be less competitive. 

 
Alternative Sources 

In addition to that, the reports also pointed out that the Chinese government had 
been, on the one hand, encouraging Chinese companies to seek alternative 
sources for soy products (i.e., Brazil and the United States) to reduce soybean imports 
from Argentina, as well as attracting the American multinationals that dominate 
Argentina’s agricultural export business. Among them were US-based multinationals 
such as Cargill Inc.–嘉吉國際 ; Bunge –邦吉 ; and ADM –美國阿徹丹尼爾斯米德蘭公

司; as well as France-based Dreyfus Group–路易達孚公司 ) to invest in China. At the 
same time, the PRC government had been encouraging Chinese companies to further 
develop China’s crushing capacity and to seek alternative sources for soy 
products (instead of Argentina), due to the steady growth of Chinese soybeans demand. 
Brazil and the United States ranked first among these replacement sources, due not 
only to the fact that both countries were already exporting a large volume of soybeans to 
China but also had sufficient capacity to increase the exported amount. China was 
also seeking to improve the value chain of its local soybean oil production and 
to expand local processing capacity, in an attempt to reduce soybean imports, a task in 
which U.S. companies ADM, Bunge, Cargill and Louis Dreyfus were showing great 
commitment and investing heavily. 

Interestingly, and regarding these alternative suppliers, the Brazilian Association 
of Vegetable Oils Industries (Associação Brasileira das Indústrias de Óleos Vegetais, 
ABIOVE) informed that the country’s embassy in Beijing considered that Brazil –which 
is also a major soybean oil supplier to the PRC– “would not be affected by the decision 
of the Chinese government to halt soybean oil imports from Argentina… [because] the 
                                                                                                                                                 
www.stratfor.com/about/analysts (accessed June 7, 2012).  
261 “Boletín 93” –Fundación Instituto para las Negociaciones Agrícolas Internacionales (INAI) – April 19, 
2010.  
http://www.inai.org.ar/sitio_nuevo/boletin_i2.asp?c=ARGENTINA%20-%20CHINA 

http://www.stratfor.com/about/analysts
http://www.inai.org.ar/sitio_nuevo/boletin_i2.asp?c=ARGENTINA%20-%20CHINA
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argument has no technical foundations. Rather, it is “a form of retaliation”262 that 
could cause losses of up to US$ 2 billion to Argentina.   

Also according to ABIOVE, the Argentine government had even argued that the 
same restrictions should be applied to Brazilian soybean oil, but –as aforementioned– the 
Brazilian embassy considered that Brazilian traders had no reason to worry because of 
the turbulence that was taking place in Sino-Argentine relations.  

According to an analyst at Shanghai JC Intelligence Co., Tommy Xiao, “traders 
have been trying to get out of their contracts with Argentine suppliers” and switch to 
Brazil.”263 It was also pointed out by Bloomberg that China Grain Reserves (Sinograin, 
中国储备粮管理总公司, Zhōngguó Chúbèi Liáng Guǎnlǐzǒng Gōngsī)264 canceled a 
previously booked cargo of Argentine soybean oil in April. The order had originally been 
placed with an Argentine supplier, but later had to be switched to Brazil. One of the 
problems Chinese traders faced was that prices in Brazil were higher than Argentina, and 
that’s deterring some buyers. Likewise, at that time supplies from the US were facing a 
technical barrier because the Chinese government required some official certifications 
which the US did not provide. 

On May 21st, Argentina’s National Council for Scientific and Technological 
Research (CONICET) and the China Institute of Contemporary International Relations 
(CICIR265) jointly organized the “1st International Seminar of Argentine and Chinese IR 
Scholars”, held on May 21st, 2010, at the Argentine MOFA. The Argentine media 
reflected that the seminar was held “in the midst of the ongoing trade conflict between 
the two countries”, with China imposing restrictions to Argentine soy oil –taking 
advantage of the fact that the PRC was the largest buyer of the product, which is 
particularly relevant for the purposes of this research– as a “retaliation” to Argentina’s 
limitations/obstacles placed on Chinese manufactures.266  

However, the Chinese scholars pointed out that the conflict was not likey to have 
long-term consequences, with their Argentine counterparts –in particular, Dr. Diana 
Tussie– emphasizing that it could be solved by “high-level negotiations.”  

                                                 
262 The point of view of the Brazilian Association of Vegetable Oils Industries (Associação Brasileira das 
Indústrias de Óleos Vegetais, ABIOVE) was that: “Para a Abiove, que representa as indústrias 
esmagadoras no Brasil, o argumento não tem fundamentos técnicos. É, sim, uma forma de retaliação.” 
See Mariane de Luca, “ABIOVE garante que embargo chinês ao oleo de soja argentino não prejudicar a 
Brasil”, ABIOVE News, April 9, 2010.  
http://www.clicrbs.com.br/especial/rs/caminhos-do-algodao/19,0,2867546,Abiove-garante-que-embargo-
chines-ao-oleo-de-soja-argentino-nao-prejudicara-Brasil.html  
263 William Bi, “China Said to Seek Brazil, U.S. Soybean Oil Supplies on Argentine Embargo”, Bloomberg 
News, May 4, 2010.  
http://www.bloomberg.com/news/2010-05-05/china-said-to-seek-brazil-u-s-soyoil-supply-as-argentine-
ban-continues.html (accessed May 20, 2010).  
264 China Grain Reserves Corporation (Sinograin) 
http://www.sinograin.com.cn/ (accessed October 2, 2010). 
265 China Institutes of Contemporary International Relations – Institute of Latin American Studies   
http://www.cicir.ac.cn/english/organView.aspx?cid=375  
266 Julio Sevares, “Argentina-China: buena relación con ‘factores no-harmoniosos’ ”, Clarín, May 30, 2010. 
http://www.ieco.clarin.com/economia/Argentina-China-buena-relacion-factores-
armoniosos_0_271173157.html (accessed May 30, 2010).  

http://www.clicrbs.com.br/especial/rs/caminhos-do-algodao/19,0,2867546,Abiove-garante-que-embargo-chines-ao-oleo-de-soja-argentino-nao-prejudicara-Brasil.html
http://www.clicrbs.com.br/especial/rs/caminhos-do-algodao/19,0,2867546,Abiove-garante-que-embargo-chines-ao-oleo-de-soja-argentino-nao-prejudicara-Brasil.html
http://www.bloomberg.com/news/2010-05-05/china-said-to-seek-brazil-u-s-soyoil-supply-as-argentine-ban-continues.html
http://www.bloomberg.com/news/2010-05-05/china-said-to-seek-brazil-u-s-soyoil-supply-as-argentine-ban-continues.html
http://www.sinograin.com.cn/
http://www.cicir.ac.cn/english/organView.aspx?cid=375
http://www.ieco.clarin.com/economia/Argentina-China-buena-relacion-factores-armoniosos_0_271173157.html
http://www.ieco.clarin.com/economia/Argentina-China-buena-relacion-factores-armoniosos_0_271173157.html
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These remarks, and the fact that in July President Fernández de Kirchner was 
going to be finally paying her long-due State Visit to China, made it almost inevitable to 
think of the “Presidential Diplomacy” mentioned in Chapter 1 and pointed out by Teng.     
 
State Visit 

Six months after postponing her visit in January –a decision for which she had 
had to apologize in April– President Fernández de Kirchner finally paid her 1st State Visit 
to Beijing on July 11-15. Despite the expectations that the seminar held in May had been 
created, the embargo remained in place and President Fernández de Kirchner had to 
return to Argentina with no positive results on the issue. In this regard, Oviedo points out 
that “the problem of the restrictions imposed by the Chinese government to Argentine 
crude soy oil was not solved during the State Visit.”267 

Upon arriving to Beijing, accompanied by four ministers – Foreign Affairs Min. 
H. Timerman, Agriculture Min. J. Domínguez, Industry Min. D. Giorgi and Federal 
Planning Min. J. de Vido– and other officials from the Argentine federal government, as 
well as a group of about 70 prominent Argentine businessmen268, President Fernández de 
Kirchner apologized for the second time for having postponed her visit, arguing that it 
had been due to “internal problems”, which she did not specify.269  

On the 1st day of the visit (July 11), CFK received an honoris causa doctorate 
from China’s University of International Business and Economics (UIBE, 对外经济贸易

大学, or 對外經濟貿易大學, Duìwài Jīngjì Màoyì Dàxué). On July 12, Fernández de 
Kirchner had a meeting with President Hu Jintao (胡锦涛, or 胡錦濤 ), after meeting 
vice-premier Hui Liangyu (回良玉) and taking part of a seminar on bilateral trade, 
investment and business opportunities.   

The next day, July 13, she met Premier Wen Jiabao (温家宝, or 溫家寶 ). It was 
also that day that the Chinese and Argentine ministers of Foreign Affairs –Yang Jiechi (
杨 洁 篪 , or 楊 潔 篪 ) and H. Timmerman– signed a Memorandum of 
Understanding between the Government of the People’s Republic of China and the 
Government of the Argentine Republic to Expand and Diversify Relationships on 
Trade and Investment. 270 
                                                 
267 The Chinese Embassy in Argentina issued a report of CFK’s visit, pointing out that they were “positive” 
that these conflicts would be solved in the near future.  
See: “中阿关系发展前景广阔——驻阿根廷大使曾钢接受新华社专访” – Embassy of the People’s 
Republic of China in the Argentine Republic – October 13, 2010.  
http://ar.chineseembassy.org/chn/zagx/t801434.htm (accessed October 30, 2010). 
See also Oviedo: 505.    
268 Among which was Franco Macri, one of the most influential businessmen in Sino-Argentine relations,  
and father of Mauricio Macri, mayor of Buenos Aires city and leader of the opposition party PRO.  
See:  “Una delegación con más de 70 ejecutivos” – La Nación – July 11, 2010.   
http://www.lanacion.com.ar/1283539-una-delegacion-con-mas-de-70-ejecutivos  (accessed July 11, 2010). 
See also Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 504-505. 
269 “Sin avances concretos por las trabas a la soja, la Argentina y China buscan bajar la tensión”– La 
Nación – July 13, 2010. 
http://www.lanacion.com.ar/1284277-sin-avances-concretos-por-las-trabas-a-la-soja-la-argentina-y-china-
buscan-bajar-la-tension  (accessed July 13, 2010). 
270 Memorandum of Understanding between the Government of the People’s Republic of China and the 
Government of the Argentine Republic to Expand and Diversify Relationships on Trade and Investment, 
signed in Beijing in July 13, 2010. Ministry of Foreign Affairs of the People’s Republic of China 

http://ar.chineseembassy.org/chn/zagx/t801434.htm
http://www.lanacion.com.ar/1283539-una-delegacion-con-mas-de-70-ejecutivos
http://www.lanacion.com.ar/1284277-sin-avances-concretos-por-las-trabas-a-la-soja-la-argentina-y-china-buscan-bajar-la-tension
http://www.lanacion.com.ar/1284277-sin-avances-concretos-por-las-trabas-a-la-soja-la-argentina-y-china-buscan-bajar-la-tension
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The Memorandum highlighted the fact that “upon the invitation of the President 
of the People's Republic of China”, the Argentine president had paid a state visit to 
China”, during which, “in an atmosphere of cordiality and friendship”, both leaders had 
had “in-depth exchange of views on bilateral relations and international and regional 
issues of common concern, reaching a broad consensus. Both sides positively assessed 
the benefits achieved in the framework of the visit and agreed that it has successfully 
completed and will serve to further advance the development of the strategic partnership 
between the two countries” After the usual phrasing on the importance of reviewing the 
successful development of bilateral relations during “the 38 years since the establishment 
of diplomatic relations and stressed the importance of the strategic partnership 
established in 2004” and emphasizing that the MOU would “lay the foundation and sets 
guidelines on economic issues for this new phase of expansion and diversification of 
relations”, emphasis was put on the “need to act together to strengthen the 
development of economic relations and agreed on the need to boost growth and 
diversification of bilateral trade in a harmonious and balanced, based on their respective 
productive structures and market demands, especially considering the expansion of trade 
in higher value -added and technological complexity.” 

In points 11 to 14, it was mentioned that “cooperation among government 
departments and relevant enterprises of both countries in infrastructure, energy and 
mining” was to be encouraged, as well as bilateral cooperation in financial matters and 
the promotion of mutual understanding in order to further strengthen South-South 
cooperation. Point 17 highlighted the need to cooperate on issues of climate change. 

On July 14, the fourth day of the visit, left Beijing and visited the Expo Shanghai, 
with the official delegation (officials and businessmen), having also a meeting with 
Shanghai’s mayor, Hang Zheng (韩正). It was in Shanghai that, realizing that she had ran 
out of time to solve the embargo, Fernández de Kirchner hinted for the first time in her 
visit that Argentina could look for alternative buyers, even suggesting which would the 
replacement markets be: “If China continued to restrict shipments, Argentina can sell its 
soybean oil to other countries, such as India.”271 Interestingly, if that were really the 
case, then it would perhaps be unnecessary to mention it. By doing so, it only became 
more evident Argentina’s dependence on Chinese purchases.  
 
Indications of a Solution 

On October 11, two months after the State visit had taken place, Argentina’s 
Minister of Agriculture, J. Domínguez, announced that there were news indicating that 
the Chinese government was about to allow Argentine soy oil exports to China to 
continue.272 However, by May 2011 certain Argentine media were pointing out that, 
although the volume of soy oil being exported to China had once again reached 
significant levels, the conflict remained unresolved, and that with the embargo, the 

                                                                                                                                                 
http://www.fmprc.gov.cn/esp/wjdt/gongbao/t717906.shtml (accessed July 30, 2010). 
271 “China, Argentina Remain in Soy Talks, President Says” –The Washington Post – July 15, 2010.  
http://www.washingtonpost.com/wp-dyn/content/article/2010/07/15/AR2010071500790.html (accessed 
July 15, 2010).  
272 “El aceite de soja vuelve a salir para China” – Página 12 – October 11, 2010.  
http://www.pagina12.com.ar/diario/ultimas/20-154755-2010-10-11.html (accessed October 11, 2010) 

http://www.fmprc.gov.cn/esp/wjdt/gongbao/t717906.shtml
http://www.washingtonpost.com/wp-dyn/content/article/2010/07/15/AR2010071500790.html
http://www.pagina12.com.ar/diario/ultimas/20-154755-2010-10-11.html
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Chinese authorities “forced the Kirchner administration to abandon unilateral restrictions 
on Chinese exports that precipitated the crisis.”273 

On November 12, 2010, China’s Minister of Agriculture (农业部 , or農
業, Nóngyè Bù), Han Changfu (韩长赋 , or韓長賦 ), paid a visit to Argentina (after 
visiting Brazil) and met with Min. J. Domínguez (on November 12) and, later, with 
President Fernández de Kirchner (on November 15).274  

Together, Domínguez and Han co-chaired the 1st Meeting of China-Argentina 
Joint Committee on Agriculture. Later, in a meeting with people from the business 
community in Rosario, Min. Han highlighted an interesting point, saying that China 
welcomed quality agricultural products imported to its market. His actions matching 
his words, Min Han also visited an oil-pressing plant, docks and a futures exchange to 
learn about the soybean processing and logistics in Argentina. It was during a meeting 
with Argentine Foreign Minister, H. Timmerman that Min. Han also commended the 
understanding and support of the Argentine side for the concerns of the Chinese 
side. Unfortunately, it remains unclear whether his points were understood by the 
Argentine authorities, which did not even touch upon the embargo. 

 
  Table 2.11 – Comparative Analysis of the Chinese Embargoes to Brazil (2004) and Argentina (2010)  

Embargo Brazil 2004 Argentina 2010 

PRC                   
Imposing  
Authority 

AQSIQ                                      
国家质量监督检验检疫总局, 

or 國家質量監督檢驗檢疫總局 

CFNA                                                  
中国食品土畜进出口商会,                 

or 中國食品土畜進出口商會 

Alleged      
Reasons 

Soybean Contaminated         
with Fungicides 

Excessive Solvent on Soybean Oil 
(standards raised in late March) 

Sent      
Delegations 

1) Federal Government             
&                                               

2) Provincial Government    
(Gov. Rigotto)                       

Inter-governmental coordination 

1 Technical Delegation                   
(from SENASA)                                  
on May 31 2010                                      

(two months after the                 
imposition of the embargo) 

Length 3 months                                                  
(April-June 2004) 

+6 months                                               
(April 1st – late October 2010)             

Other sources: 13 months                      
(April 2010 – May 2011) 

Costs US$ 0.8 bn. ~ US$ 1 bn. US$ 1.4 ~ US$ 2 bn.                        
(equivalent to annual exports of 2009) 

Others China benefited with               
+/– 20% soy price reduction             

(US$ 320  US$  260) 

Argentine: presidential apologies 
China: Increased Leverage                  

Brazil: “argument with no technical 
foundations” “retaliation” 

                                                 
273 “Trade accord ends China's embargo on Argentine soybean oil” – EU Food Law – May 20, 2011  
http://www.eurofoodlaw.com/country-reports/americas/trade-accord-ends-china-s-embargo-on-argentine-
soybean-oil--1.htm (accessed May 21, 2011). 
274  “Minister Han Changfu Visits Brazil, Argentina and France” – MOA Press Office – Ministry of 
Agriculture of the People’s Republic of China – November 26, 2010.  
http://english.agri.gov.cn/news/201301/t20130115_8799.htm (accessed November 30, 2010). 

http://www.eurofoodlaw.com/country-reports/americas/trade-accord-ends-china-s-embargo-on-argentine-soybean-oil--1.htm
http://www.eurofoodlaw.com/country-reports/americas/trade-accord-ends-china-s-embargo-on-argentine-soybean-oil--1.htm
http://english.agri.gov.cn/news/201301/t20130115_8799.htm
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      Source: Author’s elaboration.  
 
 
Concluding Remarks 

This Chapter has introduced the theoretical framework in which the dissertation is 
based. Based on the postulates put forward by Keohane and Nye, it has sought to 
examine Sino-Brazilian and Sino-Argentine relations from an asymmetric interdependent 
perspective, arguing that these relations are characterized by both asymmetry and 
interdependence, which  

The two cases examined in this chapter illustrate the importance of soybeans and 
their derivates for Sino-Brazilian and Sino-Argentine relations, given that they are –
together with petroleum, but in a larger proportion– the main commodity that these 
countries export to China. Trade on soybeans reflects with greater clarity than petroleum,  
and in a most faithful way, both the asymmetry and the dependence that characterize 
relations among these countries. They show that the PRC, as the world’s largest soybean 
importer, uses its significantly larger political leverage and economic clout to exert 
greater influence over Brazil and Argentina and to benefit from these countries’ high 
dependence on Chinese purchases, framing negotiations with them within a monopsony, 
“supplier-captive” scheme. This is further deepened by both countries’ over-dependence 
on one commodity (soybeans, i.e., concentration of export basket) of which a high 
percentage of total production is exported to only one country (China, i.e.,  
concentration of export destination. 

In both cases, it becomes clear that that the PRC is able to hold back or break 
trade ties, with the effects of Chinese restrictions being both reciprocal and costly in the 
sense of being beneficial for China –in both economic and political terms– and 
detrimental to Brazil and Argentina (in the case of Brazil, losses estimated between US$ 
0.800 to US$ 1 billion in the 3-month long embargo; in the case of Argentina, between 
US$ 1.6 billion to US$ 2 billion in the 6-month long embargo) 

The two cases demonstrate that, regardless of its predominant position, the PRC 
cannot afford to simultaneously restrict soybean and soybean-derivatives trade with both 
countries, given the need to satisfy its own demand. When China applies restrictions to 
one country, seeks to foster trade with the other, and vice versa. In addition to that, no 
other countries can by itself completely substitute Brazil and Argentina as soybean 
suppliers, especially in terms of their combined production and exports. It remains to be 
explored the possibility of a soybean-producer cartel or coalition between Brazil and 
Argentina. Trans-governmental policy coordination should be implemented in order for 
these countries to be able to act in tandem and coordinate their export policies in order to 
increase their bargaining power. The cases also show that Brazil’s trading and foreign 
policy-making is more coherent than in the case of Argentina, a feature that facilitates its 
implementation. As regards “asymmetry of attention” and cultural awareness, the cases 
also show that Brazilian officials have paid greater attention to the problem and been 
more successful in negotiating with China to find a solution for the restriction than their 
Argentine counterparts. 

Lastly, and in order to counter the disadvantageous situation implied by their 
dependence on soybeans and put themselves in a stronger negotiating position vis-à-vis 
China, the vulnerability to suffer embargoes indicate that both Brazil and Argentina 
should attempt to diversify their export basket by taking advantage of the industrial uses 
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of soybeans –in particular, as an energy crop– and turn unprocessed soybean exports into 
soybean oil and biodiesel, adding value to their products and supplying Chinese demand 
for this biofuel, currently unsatisfied –as examined in Chapter 3. In order to do so, they 
should pursue coherent and skillful bargaining and issue linkage strategies of foodstuffs, 
energy resources and environmental concerns. In addition to diversification of their 
export baskets by adding a new product, biodiesel –being more “exportable”– would also 
allow these countries to export to a higher number of replacement markets –most notably, 
the EU– in case trade with the PRC is halted, thus strengthening their bargaining position 
vis-à-vis China and attenuating asymmetrical interdependence. There seems to be 
significant potential for exports of this renewable energy resource to the PRC, given its 
contribution to both the enhancement of energy security and attenuation of environmental 
degradation.  
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Chapter 3: China’s Energy Policy 

3.1.China’s Energy Policy Overview: from Oil Self-Sufficiency to Import Dependence 
This chapter examines China’s energy policy and the interactions of actors in the 

country’s energy sector, seeking to analyze the apparent dichotomy between China being 
the world’s largest energy producer 1  and, simultaneously, a major energy importer, 
increasingly reliant on overseas energy resources. These features make the PRC –the top 
energy consumer in the world– a major player in global energy markets, whose policies 
have widespread, worldwide impact. The implications that these policies have had 
between 2000 and 2010 in the “petroleum/presidential diplomacy” and the expansion of 
China’s national oil companies (NOCs, 国家石油公司, or 國家石油公司 ) in the energy 
sectors of both Brazil and Argentina –the PRC’s top South American oil suppliers for 
most of the 2000-2010 period, and top producers and exporters of renewable energy 
resources– and the interactions among these countries’ different actors, are 
chronologically analyzed in the following sections.  

The PRC is endowed with abundant energy resources, in terms of both fossil and 
renewable energy. China’s primary energy demand is largely met by fossil fuels, with 
renewable energy only representing a small proportion at present. As pointed out by Wei 
et al., “China’s energy consumption mainly relies on coal and petroleum.”2 Combined, 
they supply about 90% of China’s total energy consumption –with their respective shares 
being 70% and 20%, according to EIA. At this point, it is worth pointing out an important 
difference: while the PRC has plenty of coal reserves –it has the 3rd largest proven 
reserves (11% of world’s total, behind the US and Russia) and is the world’s top coal 
producer and consumer (accounting for roughly 50% of global coal consumption)–3 it has 
depended on imported petroleum for the last two decades, and its reliance upon oil 
imports has been rapidly increasing in spite of Chinese production being also in the rise 
and China ranking as the world’s 5th largest oil producer as of 2008.4 

Thus, China’s “shortfall is not caused by an absolute shortage of primary energy 
resources, but from a shortage of energy in the forms required”, as pointed out by 
Andrews-Speed et al. and mentioned in preceding chapters. 5  In other words, while 
Chinese energy consumption is coal-based, the PRC suffers badly from a lack of energy 
in the form of petroleum, which it needs to import from abroad. Accounting for 10% of 

                                                      

1 “2012 White Paper on Energy Policy《中国的能源政策(2012)》白皮书” – State Council Information 
Office of the People’s Republic of China (October 2012), 17. 
http://www.scio.gov.cn/zxbd/wz/201210/t1233774.htm  
http://www.gov.cn/english/official/2012-10/24/content_2250497.htm (accessed October 30, 2012). 
2 Wei et al., Energy economics: modeling and empirical analysis in China, 31.  
3 For most of the observed period, China was also a coal exporter, until 2009. 
4 According to their annual production, in 2008 the top five oil producing countries in the world were 
Russia, Saudi Arabia, the USA, Iran and China (with an annual production of 190 million t). See Guoyu Li, 
World Atlas of Oil and Gas Basins (Hoboken, NJ: Wiley-Blackwell, 2011): Table 2.2, Chapter 11 “China”. 
5  Philip Andrews-Speed, Xuanli Liao and Roland Dannreuther, The Strategic Implications of China’s 
Energy Needs (New York: Oxford University Press, 2002): 11, 13. 

http://www.scio.gov.cn/zxbd/wz/201210/t1233774.htm
http://www.gov.cn/english/official/2012-10/24/content_2250497.htm
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the world’s oil consumption,6 it has been pointed out that the transportation sector is the 
driving force in China's oil consumption, accounting for about one-third of total oil use.7 
Due to economic growth, urbanization and rising living standards, the PRC experienced a 
transportation boom, with a high rate of motorization and a rapidly expanding car 
demand that led it to overtake the US and to become the world’s biggest consumer of cars 
in December 2009.8  

Therefore, Leung has noted that “oil is the form of energy that has produced most 
of the insecurity of Beijing’s leaders over ensuring energy supplies. Oil has not 
traditionally taken up a dominant proportion in China’s fuel mix…Yet given the brisk oil 
demand and stagnant oil supplies, China has been increasingly reliant on foreign oil. 
China became a net importer of oil in 1993 when 7.5% of its oil consumption had to be 
imported. In 2009, [China’s] oil import dependency of oil–the percentage of net imports 
over total demand–reached 53.5%.”9 In 2010, the PRC needed to import 4.8 million oil 
barrels per day (bpd), with China’s major oil suppliers being the Middle East (accounting 
for 40% of Chinese oil imports, especially from Saudi Arabia and Iran), Africa (23%, in 
particular from Angola) and Asia (21%). 10 As pointed out by Friedman, continuous 
access to overseas energy resources it is a fundamental strategic interest of the Chinese 
government, with the caveat that “Beijing does not want to be dependent on a politically 
fragile Middle East for the energy imports required to power China’s economic and 
military rise.”11 Thus, and although Latin America currently ranks behind these regions, 
it can be said to have some advantages relative to them: the enormous significance of 
recent discoveries –specifically, the 2007 and 2010 discoveries of enormous ultra-deep 
water oilfields in Brazil and the 2011 finding of a gigantic non-conventional shale oil and 
gas formation in Argentina, plus the progress being made by Chinese plants to be able to 
refine Venezuelan oil– and that it is a much more politically stable and less volatile 
region than the Middle East or Africa. In 2011, the average Chinese oil imports reached 
5.1 million bpd of crude oil and, as of May 2012, they grew to a record-breaking 6 
million bpd. Rising domestic demand would not be as much as a problem if this oil 
would not have to be obtained overseas. This is the crux of the problem for the Chinese 
government.   

                                                      

6 See “Improving the IEA’s Estimates of Chinese Oil Demand” IEA Oil Market Report (2013): 8-9  
http://omrpublic.iea.org/currentissues/full.pdf    
7 Peter Cornelius and J. Story, “China and Global Energy Markets,” Orbis 51, No.1 (Winter 2007): 8 
8 In August 2010, what was to be called the world’s longest traffic-jam happened on the Beijing-bound 
lanes. It backed up for more than 100km and it took ten days to clear. Caught on it were mainly coal trucks 
snarled by road works and accidents. See “China’s motorways: Get your kicks on Route G6” – The 
Economist – December 22, 2012. http://www.economist.com/news/china/21568755-china-building-
motorway-across-tibetan-plateau-some-reaching-lhasa-road (accessed December 22, 2012). 
9 Guy C.K. Leung, “China’s energy security: perception and reality”, in Energy Policy 39 (January 2011): 
1330-1337.  
http://guyleung.files.wordpress.com/2011/09/2011_chinas_energy_security_perception_and_reality.pdf 
(accessed May 21, 2012).  
10 Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy Towards Latin America”, 119.  
11 Edward Friedman, “The State of the State of Knowledge about the Chinese State,” Keynote Speech at the 
“IPSAS International Conference on Governance with Chinese Characteristics: Is State Still in Charge?”, 
Institute of Political Science, Academia Sinica, Taipei, November 20-21, 2010. 

http://omrpublic.iea.org/currentissues/full.pdf
http://www.economist.com/news/china/21568755-china-building-motorway-across-tibetan-plateau-some-reaching-lhasa-road
http://www.economist.com/news/china/21568755-china-building-motorway-across-tibetan-plateau-some-reaching-lhasa-road
http://guyleung.files.wordpress.com/2011/09/2011_chinas_energy_security_perception_and_reality.pdf
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The crucial role that China National Petroleum Corporation (CNPC) played in 
suggesting the “Go Out” strategy to the government in order to for China’s national oil 
companies (NOCs) to go abroad seeking to obtain overseas the petroleum resources 
needed to solve China’s supply problem illustrates the essential contribution that these 
companies –as “policy initiators”– can make at a turning point such as 1993, not only 
with regard to China’s energy and economic security, but also to the country’s political 
and social stability. The documents examined below reveal the concern of the Chinese 
government over the PRC’s ever-increasing reliance on imported petroleum, as well as 
the interaction between the Chinese government (and its different agencies) and the 
NOCs play in co-making and co-implementing China’s petroleum policy. 

The year 1993 can be considered to have been a critical juncture for China in 
several aspects: succinctly put, the country ceased to be oil self-sufficient for the first 
time in three decades, the “Go Out” strategy was put forward, the Ministry of Energy 
(established only five years before, in 1988) was disbanded12, the China-Brazil strategic 
partnership was established and the PRC became the biggest developing FDI host country 
in the world.13  

China had achieved petroleum self-sufficiency three decades before, in 1963, and 
was even a net oil exporter until the early 1990s. As noted by Lieberthal and Oksenberg, 
Mao’s insistence in attaining self-sufficiency in the late 1950’s and early 1960’s had 
turned China first, into an oil self-sufficient country and, later, into the 4th largest oil 
producer in the world–in other words, “from an oil importer into an oil exporter.”14 As a 
matter of fact, “back in the 1980s, some Americans were worried that China would join 
OPEC.” 15 But, as aforementioned, a major shift occurred in 1993, when domestic oil 
production surpassed by consumption for the first time since the early 1960s, the PRC 
ceased to be oil self-sufficient and became a net oil importer. To make matters worse, it 
would become increasingly dependent on petroleum imports ever since.16 Such a crucial 
shift in China’s energy balance provoked particularly grave concern in the Chinese 
government.  

In this regard, and succinctly put, this study highlights the major role that 
petroleum plays in China’s energy security, which –in turn– decisively affects the 
                                                      

12 Kong, China's International Petroleum Policy, 16.  
See also: Zhihong Wan, “Wen heads ‘super-ministry’ for energy”, China Daily, January 28, 2010.  
http://www.chinadaily.com.cn/china/2010-01/28/content_9388039.htm (accessed January 30, 2010). 
13 Guoqiang Long, “China’s Policies on FDI: Review and Evaluation”, 315-336.  
http://www.cgdev.org/sites/default/files/9780881323818-Ch12.pdf  
14 Kenneth Lieberthal and Michel Oksenberg, Policy Making in China: Leaders, Structures, and Processes 
(New Jersey: Princeton University Press, 1988), 82-89. (Chapter Three: “Ministry of Petroleum”) 
15 Remarks by Phillip Andrew-Speeds –Director of the Centre of Energy, Petroleum and Mineral Law and 
Policy at University of Dundee (鄧迪大學)– in a recent lecture given at the Institute of International and 
European Affairs (IIEA). See “Dr. Phillip Andrew-Speeds on China’s International Oil and Gas Strategy”, 
ESB Lecture Series 2013, The Institute of International and European Affairs, Dublin, April 10, 2013.  
http://www.youtube.com/watch?v=QwG8TMVz5es (minute 3:15 – Accessed on April 20, 2013).   
16 As part of China's energy supply security policy, the country's NOCs have been attempting to diversify 
supply. At present, oil imports account for over half of China’s total oil consumption, and some projections 
estimate that imports will represent 75% of China’s total oil consumption by 2035. As regards the main oil 
suppliers, Africa and the Middle East –in particular, Angola and the United Arab Emirates– are the largest 
sources of China's crude oil imports. Combined, these two countries account for over 70% of Chinese oil 
imports. 

http://www.chinadaily.com.cn/china/2010-01/28/content_9388039.htm
http://www.cgdev.org/sites/default/files/9780881323818-Ch12.pdf
http://www.youtube.com/watch?v=QwG8TMVz5es
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country’s economic security with consequences that go beyond this realm, given that it 
directly involves economic growth and, by extension, has critical political and social 
implications. As cited in Chapter 1, Kong has pointed out that, for the Chinese 
government, “delivering growth is a political –rather than economic– proposition… 
economic growth has become the primary legitimizer and stabilizer of the Chinese 
political system.” 17  As mentioned in the previous chapter, China is an economic 
powerhouse18 which currently ranks second among the world’s major economies (behind 
only the US, “the world’s foremost commercial and political power”)19 and that has been 
projected to become the largest economy worldwide by 201620, as well as a “trading 
superpower” that, according to recent calculations, is expected to become the global top 
trader by 2015.21 Indeed, and “as China expands its goal of becoming a great power in 
the world”22, these projections of economic growth make China’s access to sufficient, 
secure and stable energy a must.  

It is worth noting that, despite the political implications of insufficient domestic 
oil production and unsatisfied demand, it was not the Chinese government, but rather the 
management of one of its NOCs – CNPC, China’s largest oil producer23– which, in 1993, 
came up with the suggestion of the “Going Out” strategy (「走出去」战略, or 戰略), 
encouraging the NOCs to go abroad and get involved in overseas oil exploration and 
development, in order to diversify the sources of petroleum supply and to obtain overseas 
the oil resources needed to close the production-consumption gap in China’s domestic 

                                                      

17 Kong, China's International Petroleum Policy, 41. 
18 As reported by the Organization of Economic Cooperation and Development. Please refer to “Economic 
Survey of China 2010”, OECD, 2010.   
http://www.oecd.org/economy/surveys/economicsurveyofchina2010.htm (accessed March 25, 2011).  
See also: “Economic Survey of China 20103”, OECD, 2013.   
http://www.oecd.org/redirect/eco/surveys/economicsurveyofchina2013.htm (accessed March 23, 2013). 
19 The authors point out that the US, having “become more powerful, on a global basis, than any state in 
previous history,” after the end of the Cold War, is “the most important actor in the system.” See Keohane 
and Nye, Power and Interdependence, viii, 257, 291, 298. 
20 According to a recent Citigroup report, China is expected to overtake the United States to become the 
world’s biggest importer and largest trader (“largest country by trade value”) by 2015. For further details, 
please refer to: Cathal O’Daly, “Opportunities to support growing relationships with China”– Citi 
OpenInvestor Report– Citibank – March 2013. 
http://www.citibank.com/transactionservices/home/securities_svcs/docs/opp_growingrelationships_china.p
df (accessed May 21, 2013).  
Also, see: Xiaojun Li, “China as a Trading Superpower”, in China’s Geoeconomic Strategy (London: 
IDEAS, London School of Economics and Political Science, 2012): 30.  
http://www.lse.ac.uk/IDEAS/publications/reports/pdf/SR012/li.pdf  (accessed December 28, 2012). 
21 “The People’s Republic of China and Latin America and the Caribbean: Ushering a New Era in the 
Economic and Trade Relationship” – ECLAC Report – June 2011: 6.  
http://www.cepal.org/comercio/publicaciones/xml/4/43664/People_Republic_of_China_and_Latina_Ameri
ca_and_the_Caribbean_trade.pdf 
22 I Yuan, “Introduction”, in Is There a Greater China Identity？Security and Economic Dilemma, ed.         
I Yuan (Taipei: Institute of International Relations, 2007): 11.  
23 The oldest NOC is Sinochem –founded in 1950, and the second-oldest is CNOOC –founded in 1982. 
CNPC was established in 1988, and Sinopec in 2000. See “About CNPC”, China National Petroleum 
Corporation (CNPC–中国石油天然气集团公司–中國石油天然氣集團公司)’s website. 
http://www.cnpc.com.cn/en/aboutcnpc/ (accessed April 2, 2011).  

http://www.oecd.org/economy/surveys/economicsurveyofchina2010.htm
http://www.oecd.org/redirect/eco/surveys/economicsurveyofchina2013.htm
http://www.citibank.com/transactionservices/home/securities_svcs/docs/opp_growingrelationships_china.pdf
http://www.citibank.com/transactionservices/home/securities_svcs/docs/opp_growingrelationships_china.pdf
http://www.lse.ac.uk/IDEAS/publications/reports/pdf/SR012/li.pdf
http://www.cepal.org/comercio/publicaciones/xml/4/43664/People_Republic_of_China_and_Latina_America_and_the_Caribbean_trade.pdf
http://www.cepal.org/comercio/publicaciones/xml/4/43664/People_Republic_of_China_and_Latina_America_and_the_Caribbean_trade.pdf
http://www.cnpc.com.cn/en/aboutcnpc/
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market. Prior to 1993, overseas involvement and oil exploring activities were considered 
to be too risky and, thus, “inferior to buying oil from overseas.”24 But, beginning from 
this year, and with the strategy having been put forward, the presence of Chinese NOCs 
started to be noted in Asia, Africa and Latin America, all possible sources of oil supplies. 
Latin America was indeed the first region that CNPC entered on its search for 
international oil and gas operation, when in 1993 it won the tender to develop its 1st 
oilfield, the Talara field (塔拉拉 油田), in Perú.25 In November that year, Chinese 
President Jiang Zemin (江澤民 ) visited his Brazilian counterpart, I. Franco (佛朗哥), 
and both agreed to establish “a long-term and stable strategic partnership based on mutual 
benefit,”26 marking a milestone in Sino-Brazilian relations. It also proved to be of great 
importance in enhancing friendship and cooperation –including energy cooperation– 
between the two countries, especially taking into consideration that Brazil is the only one 
of the countries examined in this study to rank as a “medium production country”, while 
China would be a “low producing country”, just like the US and Argentina.27 In the 
2000s, Brazil would become an important target for Chinese NOCs, as explained below.  

In this regard, Kong has pointed out that, in the early 1990s Chinese NOCs had 
four incentives to start their overseas expansion strategy: in the first place, a better and 
more successful track record of exploration in other regions than in China –where 
“reserves found per meter of wildcat drilling footage and per kilometer of seismic 
survey… were a fraction of those in the Middle East, South America and the former 
Soviet Union.” 28  Second, lower production costs abroad render their expansion 
competitive –and compared favorably with producing petroleum at higher cost in China’s 
remotest regions (mostly in the West),  even with the international shipping costs of 
sending the oil back to China considered. In the third place, the NOCs were interested in 
overseas upstream (exploration and production) expansion. Lastly, CNPC was ready to 

                                                      

24 Kong, China’s International Petroleum Policy, 44.  
25 In 1993, and with a US$ 25 million bid, CNPC won a tender to develop and recover oil from Block VII 
of the Talara field, its 1st Latin American oilfield, in the northern coast of Perú.  
See Kong, China's International Petroleum Policy, 42. 
“2013: the 20th year of CNPC’s presence in Latin America” – China National Petroleum Corporation  
http://www.cnpc.com.cn/en/press/Features/Interview_Q1.shtml (accessed March 2, 2013).  
26 “China maintains with Brazil long-term and stable strategic partnership based on mutual benefit” – 
Ministry of Foreign Affairs of the People’s Republic of China – November 17, 2000.  
http://www.fmprc.gov.cn/eng/ziliao/3602/3604/t18025.htm (accessed July 2, 2010).   
27 Li points out that, according to the 2007 “per well per day” criteria of measurement, Brazil would be the 
only one of the four countries examined in this study to rank as a “medium production country” (with a 
production of 29.5 per well per day, with 8,092 wells), while China would be a “low producing country” 
(less than 10t per well per day), with a daily production of 3.0 t per well per day (coming form its 164,900 
wells), the same category in which the US and Argentina would be. On the other hand, none of the four 
(China, Brazil, Argentina, nor the US) ranks as a high-per-well country (oil production exceeding 100t). 
See Guoyu Li, World Atlas of Oil and Gas Basins (Hoboken, NJ: Wiley-Blackwell, 2011): Table 2.2 and 
Chapter 11 “China”. 
28 Kong notes that, in the early 1990s, the number of exploratory wells in the US was 60 times that of 
China’s. See Kong, China’s International Petroleum Policy, 38.  

http://www.cnpc.com.cn/en/press/Features/Interview_Q1.shtml
http://www.fmprc.gov.cn/eng/ziliao/3602/3604/t18025.htm
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play the role of a pioneer and lead the way because, by the early 1990s, it had “acquired 
the competitiveness required to operate in the international E&P market”29  

By the late 1990s, China’s dependence on imported oil was “mounting”, 
petroleum imports were rising “exponentially” and supply shortages were started to be 
considered as a “long-term strategic issue”, given the PRC’s increasing exposure to the 
volatility of the petroleum market. In their quest for diversification, in 1997 CNPC also 
started investing in Venezuelan oilfields and, a year later, President Jiang Zemin visited 
Saudi Arabia, and “celebrated” it as a “Strategic Oil Partner” in 1998. 

In the aftermath of the Asian financial crisis, oil prices that were left at record low 
levels. Kong points out that, in late 1998 and early 1999, oil prices ranged between 
US$ 9-10 per barrel. Thus, the Chinese government, again, favored direct purchase 
instead of not overseas investment, which was considered risky and unnecessary, given 
that it was cheaper to buy oil abroad than producing and sending it to China. This slowed 
the NOCs’ international expansion (that was already very late, according to Western 
standards. But in late 1999 China’s petroleum imports grew an astonishing 34%, and in 
2000 total oil imports doubled and oil prices tripled, a undergoing a 3-fold increase and 
reaching US$ 30 per barrel. Consequently, China’s expenditures in imported oil more 
than tripled. The Chinese government became increasingly worried about the impact that 
rising oil prices –as described in Table 3.1 and illustrated in Figure 3.1 below– would 
have on the PRC’s GPD growth, given that international petroleum markets had “started 
to play havoc” in the country’s economy by fuelling inflation and provoking rises in the 
cost of industrial production. In this regard, Kong has pointed out that, when oil prices 
rose 10.30%, Chinese GDP growth dropped 0.07% in 1999, and when, in 2000, oil prices 
rose 64%, GDP growth dropped 0.7% –a shocking 10-fold increase. All these factors 
contribute to explain the official adoption of the “Go Out” strategy in 2000, which is 
examined in further detail in the below section, following the description of evolution of 
oil prices throughout the observed period. 

 
                                                      

29 By the early 1990s, the management of CNPC considered that the NOC had already acquired the 
technological expertise and technology for secondary oil extraction (as further explained below), and had 
had the necessary exposure to the operation of international upstream activities –since it had joined 
international oil companies in developing Chinese oilfields– and it had very competitive costs (based on 
below-average operating costs –especially labor). See Kong, China's International Petroleum Policy, 39-40. 
As regards petroleum extraction (noting that the total recovery from a well is a maximum of 60% of the 
available petroleum.), it can be very succinctly said that: 1) Primary Extraction: it consists in the gravity 
drainage of oil from upper parts of a well to lower parts, and displacement of oil by water (Primary 
recovery accounts for 5-15% of the total amount contained in a deposit); 2) Secondary Extraction: once 
the pressure is too low to force oil to the surface, extraction moves into secondary recovery, which depends 
on mechanical methods (injecting liquids or other material) to increase pressure in the well (the total 
recovery from a well after primary and secondary stages is usually between 35 and 45% of the total 
contained); 3)  Tertiary Extraction: in the final stage of extraction, methods intended to increase liquidity 
of the oil are applied (such as heat and chemicals, or even oil-eating bacteria) to make the oil flow better. 
(Tertiary recovery accounts for only 5 to 15% of the amount that can be recovered).  
See: “Drilling and Extraction” – Petroleum UK 
http://www.petroleum.co.uk/location-and-extraction (accessed February 2, 2011).  
 

http://www.petroleum.co.uk/location-and-extraction
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Figure 3.1 – Evolution of Oil Price: US$ per barrel, 2000-2010 

Source:  OPEC – Oil Barrel Yearly Basket 
Price                  http://www.opec.org/opec_web/en/data_graphs/40.htm                                                                              

       Table 3.1– Crude Oil Price per Barrel 2000-2010 (US$) 

  Year Barrel Price 

2000 US$  27 60 

2001 US$  23 12 * 

2002 US$  24 36 

2003 US$  28 10 

2004 US$  36 05 

2005 US$  50 64 

2006 US$  61 08 

2007 US$  69 08 

2008 US$  94 45 ** 

2009 US$  61 06 

2010 US$  77 45 

  Source: OPEC – Oil Barrel Yearly Basket Price (http://www.opec.org/opec_web/en/data_graphs/40.htm)         
* and **: minimum and maximum prices per barrel in the observed period                                                                                      

For further reference, it would be convenient to note that the record price that oil had 
reached in 2008 was broken in 2011, when the price per barrel was US$ 107 46, becoming 
ever more expensive in 2012, when the price went up to US$ 109 45.  
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The year 2004 probed to be another critical juncture, since the PRC became the 
2nd largest oil consuming country in the world. A few years later, in 2009, it would also 
become the world’s 2nd largest net petroleum importer. In 2010, China oil consumption 
experienced record high growth of 10%. As of 2011, immediately after the end of the 
observed period, China’s oil consumption growth accounted for half of the increase of 
worldwide petroleum consumption.  

As it can be seen, China’s reliance on oil accentuates with time, and so does its 
increasing dependence on petroleum imports. This is due to the fact that Chinese oil 
fields are either aging or already mature, and –although steadily increasing– domestic 
production has reached its peak. Therefore, and in spite of its relative abundance of 
energy resources, China cannot satisfy its oil demand, and Chinese NOCs have had to, on 
the one hand, direct their efforts to the development of domestic untapped reserves in 
China’s Western provinces or rely upon offshore exploration. On the other hand, NOCs 
have spent the last two decades looking overseas for the energy resources needed in 
China.  

 
3.2 Main Actors in China’s Energy Sector  

From “Governance” to Government-NOCs “Co-Governance” 

This section seeks to analyze the most relevant actors in China’s energy sector 
and the functions that they have in policymaking and implementation of petroleum policy, 
before examining it in the next section.  

The focus here is on the crucial role that NOCs have played since the adoption of 
the “Go Out” strategy in 1993. According to Kong, the strategy was first de facto 
implemented by the companies through different practices that only later were de iure 
incorporated into government policy documents which endorsed and extended them.30 In 
other words, the making of this policy occurred after some elements had already been 
implemented by the NOCs.31 

As pointed out by this author, reforms and globalization are two of the most 
important factors that have affected China’s petroleum policy, which respective results 
have been administrative de-centralization, pluralization and integration to the world. 
Indeed, “during the era of the planned economy, all important petroleum decision were 
centralized, with local governments exerting no influence and local petroleum enterprises 
operating as direct extensions of their line ministries.”32 Kong emphasizes that, since the 
market-oriented reforms of the late 1970s, the PRC has been undergoing a “continuous 
petroleum administration restructuring” 33  that, as of 2010, have consisted of six 
administrative reforms. In his opinion, these reforms have “created, abolished, and 
reshuffled the structure, function and bureaucratic ranks of multiple ministries and 
ministerial-level institutions,”34 profoundly altering China’s petroleum industry through 
the transformation of the nature of the relationship between the central government and 

                                                      

30 Kong, China’s International Petroleum Policy, 59-60.  
31 Ibid.  
32 Ibid., 1-2.  
33 Ibid., 16. 
34 Ibid. 
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its NOCs. Unfortunately, Kong considers that the reforms have been “neither coherent 
nor consistent.” It was in 1988 that the central petroleum bureaucracy –one central 
ministry under various names, i.e., Ministry of Energy (ME), Ministry of Petroleum 
Industry (MPI), or Ministry of Petroleum Industry (MoPI)– began to be abolished (it  
would finally be eliminated in 1993) and, with it, the Chinese central government 
“withdrew from the management of petroleum enterprises, abolished their line ministries 
and replaced them with NOCs”35 for all practical purposes, which implied a change from 
“governance” to “co-governance” that brought decentralization and pluralisation to 
China’s petroleum policy. 

Thus, this study focuses on the “co-governance” process between the central 
petroleum-related bureaucracies of the Chinese government and the NOCs,36 which have 
been strengthened by inheriting the administrative functions and responsibilities, 
personnel and institutional capacities of the state, as well as gaining power over “prices, 
production and petroleum administration.”37 

 Indeed, it has been pointed out that “the “Go Out” strategy proposed in 1993 by 
CNPC, which began to be implemented the same year, allowed the NOCs to move “from 
obscurity to prominence,” from “administrative appendages” to “powerful economic 
actors” –which tax revenue , for instance, contributed over 7% of China’s state-budget in 
2007– and from loss-making to profitable companies.38 Under these circumstances, the 
“Go Out” strategy constitutes a good reflection of the “co-governance” mentioned above. 
Wei et al. note that, following the reforms “China’s energy industry is still in the process 
of transformation from a centrally planned system to a market system. As a result, energy 
strategy and policy formulation methods yield fundamental change, i.e., energy demand 
and supply can no longer be controlled through state planning.”39  

Asymmetric Power Distribution, Fragmentation and Conflict of Interests 

This situation of “co-governance” is characterized by an asymmetric power 
distribution 40 among numerous actors, caused by the government’s withdrawal from 
China’s energy sector and the delegation of power to the NOCs: on the one hand, a 
weakened government with “fragmented regulatory power” distributed among several 
bureaucracies and a severe lack of policy innovation, and, on the other, powerful and 

                                                      

35 Ibid.  
36 Despite the increasingly important role that Chinese banks such as ICBC and the People’s Development 
Bank have been playing as sources of investment in the energy sector in Brazil and Argentina in recent 
years, it goes beyond the scope of this study the analysis of the increasingly relevant role played by these 
institutions –such as in the large hydropower projects in southern Argentina or on Petrobras’s 2010 equity 
financing project –where ICBC has been appointed as the joint bookrunner of the global share offering. See 
“ICBC International Joins the World's Largest Equity Financing Project” – ICBC News – October 15, 2010.  
http://www.icbc.com.cn/icbc/icbc%20news/icbc%20international%20joins%20the%20worlds%20largest%
20equity%20financing%20project.htm  
“China es una potencia empleadora” – La Nación – May 6, 2012.   
http://www.lanacion.com.ar/1470974-china-es-una-potencia-empleadora   
37 Kong, China's International Petroleum Policy, 19.  
38 Ibid., 16-20, 148.  
39 Wei et al., Energy economics: modeling and empirical analysis in China, xi-xii.  
40 Kong, China’s International Petroleum Policy, 142. 

http://www.icbc.com.cn/icbc/icbc%20news/icbc%20international%20joins%20the%20worlds%20largest%20equity%20financing%20project.htm
http://www.icbc.com.cn/icbc/icbc%20news/icbc%20international%20joins%20the%20worlds%20largest%20equity%20financing%20project.htm
http://www.lanacion.com.ar/1470974-china-es-una-potencia-empleadora


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                                    Chapter 3  
                                                                                                                                       China’s Energy Policy 

 156 

autonomous NOCs, able to exert considerable influence over the central government and 
to shape petroleum policy.  

According to Teng, the NOCs have “a substantial impact on the strategy and 
policy”41 and, according to Kong, such an influential position renders them as the “de-
facto co-governors” of China’s petroleum industry, the “drivers” of China’s petroleum 
policy –in both the domestic and international spheres– and the “implementers of the “Go 
Out” strategy.42 In this regard, Kong points out that this strategy revealed a number of 
typical “principal-agent” accountability problems, since it proved not an easy task for the 
weakened Chinese government to “monitor” the overseas activities of the NOCs and held 
them “accountable” –due to the state’s circumscribed policy implementation capacity. 

The author critically examines the reforms and argues that, on the positive side, 
China’s petroleum policy has been moderately successful, since there have been “no 
lasting nationwide supply shortages since 1993.”43 On the other hand, and regarding their 
negative aspects, he argues that, by making the state relinquish its power over the 
petroleum industry, the reforms have “handicapped the capacity of the Chinese state to 
draft policies to address complex policy problems”, as well as “undermined the quality of 
petroleum policies”44, in part due to “inadequate horizontal coordination” between the 
NOCs and the Ministry of Foreign Affairs (MOFA). 45  An interviewee, speaking in 
condition of anonymity, revealed that, occasionally, the MOFA is the last to be informed 
of the NOCs’ investment decisions. Along these lines, Kong refers to the “reckless 
overseas expansion” of the NOCs when deciding “where and when to invest”.46   

Underlying this lack of coordination there is a deep conflict of interests: As 
aforementioned, the Chinese government pursues China’s broader diplomatic interests, 
some of which are related to petroleum. On the other hand, the NOCs operate based 
purely on their own calculations and business interests, which might not be in line with 
the government’s interests. Kong points out that “decentralization… has essentially 
unleashed the commercial orientation of the NOCs… whereas the Chinese government 
still wants them to serve the country’s economic and political goals.” 47 

Governmental Agencies 

Among the numerous changes in bureaucratic ranks and agencies involved in the 
oil sector –which, in some cases, go beyond the scope of this Chapter, since it is focused 
on the NOCs– and following the abolition of the Ministry of Energy in 1993 (five years 
after being established, in 1988), it would be necessary to pay special attention to the 

                                                      

41 Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy Towards Latin America”, 106-7. 
42 Kong, China’s International Petroleum Policy, 114.  
43 Even taking into consideration the power crisis of 2002. Kong, China's International Petroleum Policy, 
148.  
44 Ibid., 145. 
45 Ibid. 149.  
46 Interview with a Chinese official. See also Kong, China's International Petroleum Policy, 139-140.  
47 Kong, China’s International Petroleum Policy, 23.  
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administrative reform of 1998, the last major re-organization before the period of time 
being examined (2000-2010).  

Figure 3.2: Main Actors in China’s Energy Sector – Governmental Agencies and NOCs 

Energy SOEs
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 Source: Author’s elaboration.                                                                                                            

Based on A. Payette and G. Mascotto, “Crafting China’s Energy Policy: toward an Inclusive   

Approach to Policymaking”, in Issues & Studies 47, No. 3 (September 2011): 156.  

According to Kong, the successive administrative reforms adopted since 1993 
have “diluted” the Central Government’s power over petroleum policy, bringing not only 
decentralization but also fragmentation and a horizontal division of authority over the 
petroleum industry, mainly because “its primary petroleum bureaucracy not only lacks 
the required institutional capacity, but also is compelled to share authority with many 
other bureaucracies.”48 This author notes that, as a consequence, “too many actors at the 
central level are charged with governing authority over the petroleum industry, and these 
actors often do not speak with one voice.” Kong points out that “the same patter of 
oversight fragmentation is also evident in all forms of energy, such as coal, electricity, 
nuclear and renewable energy, and it has strained the Central Government’s ability to 
supply energy to a galloping economy.”49 

                                                      

48 Ibid., 17-18.  
49 Ibid.  
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As noted by Yang, the 1998 government restructuring program, sponsored by 
President Jiang and Vice Premier Zhu Rongji (朱镕基 , or朱鎔基 ), “reduced the number 
of government ministries from 40 to 29, with staff size trimmed by nearly half. The 
heaviest axe fell on the industrial ministries that were the bulwarks of planning.”50  Thus, 
several ministries –such as the ministries of Electric Power, of Coal Industry, among 
others– were deprived from their regulatory functions and downgraded or streamlined 
into industry bureaus under the supervision of the State Economic and Trade Commission 
(SETC), established by the State Council (SC, 国务院 , or 國務院 , Guówùyuàn, 
established in 1954). 

The reform also merged the administrative functions of the Ministry of Chemical 
Industry, the China Petroleum and Natural Gas Corporation and the China Petroleum and 
Chemical Industry Corporation and created the State Petroleum and Chemical industry 
Bureau (SPCIB)51 , also under the SETC. The SPCIB was placed under the command 
of Li Yongwu –who would, later on, become CNPC’s Chairman of Investment and 
Development Committee52. According to Kong, the agency was created in order to “take 
over the administrative functions of CNPC, Sinopec and CNOOC”, but it faced several 
difficulties: to start with, it lacked “bureaucratic clout” to regulate the petroleum industry, 
since it was established only at a bureau level, it was understaffed and hierarchically 
subordinated to the NOCs –i.e., to CNPC and Sinopec, because they had ministerial 
status, and to CNOOC, due to the fact that it enjoyed “vice-ministerial” level. Kong 
makes a very interesting point by emphasizing that “bureaucratic ranks are very 
important in China because negotiations are conducted among bureaucracies of equal 
rank, and only high-rank bureaucracies can issue orders to low-rank bureaucracies.”53 

Three years after its establishment, in February 2001, the SPCIB was abolished by 
SETC, which decided to replace it with an industry association – China Petroleum and 
Chemical Industry Association (CPCIA, 中国石油和化工网, or中國石油和化工網).54 
According to Kong, the new association, also under SETC, was “ineffective”, since it 
suffered from a lack of staff and could not manage the industry effectively: indeed, “they 

                                                      

50 Dali L. Yang, “Rationalizing the Chinese State”, in Remaking the Chinese State: Strategies, Society and 
Security, ed. Ch.M. Chao and B. J. Dickson (New York: Routledge, 2001): 37-38.  
51 Information about the SPCIB is administrated by the China National Chemical Information Center 
(CNCIC, 中国化工信息中心, or 中國化工信息中心) 
http://www.fmprc.gov.cn/eng/xglj/t25285.htm  
http://www.cncic.gov.cn/  
52 “Yong Wu Li” - People 
http://english.people.com.cn/english/199911/10/eng19991110X120.html  
“Yong Wu Li – Executive Profile & Biography” – Businessweek  
http://investing.businessweek.com/research/stocks/people/person.asp?personId=24703741&ticker=601857:
CH&previousCapId=121373&previousTitle=PETROCHINA%20CO%20LTD%20-ADR  
53 Kong, China's International Petroleum Policy, 16-17.  
54 Although the acronym is “CPCIA” (standing for China Petroleum and Chemical Industry Association), 
the agency is also known as “China Petroleum and Chemical Industry Federation.” 
http://www.cpcia.org.cn   

http://www.fmprc.gov.cn/eng/xglj/t25285.htm
http://www.cncic.gov.cn/
http://english.people.com.cn/english/199911/10/eng19991110X120.html
http://investing.businessweek.com/research/stocks/people/person.asp?personId=24703741&ticker=601857:CH&previousCapId=121373&previousTitle=PETROCHINA%20CO%20LTD%20-ADR
http://investing.businessweek.com/research/stocks/people/person.asp?personId=24703741&ticker=601857:CH&previousCapId=121373&previousTitle=PETROCHINA%20CO%20LTD%20-ADR
http://www.cpcia.org.cn/
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lacked the necessary institutional expertise and human resources to conduct meaningful 
industry oversight. Thus, the petroleum industry was largely left on its own.”55 

With these reforms, in 2001 the SETC would become “a MITI-style super-
ministerial government agency for overseeing and regulating industrial enterprises” by 
absorbing all these bureaus. 56 As aforementioned, it was in 2002 that the document 
containing “China’s Petroleum Strategies for the 21st century” was jointly outlined by 
SETC and the NDRC –according to Kong,57 although this study notes that the NDRC 
would only be established the following year, as mentioned in the preceding section.   

Indeed, it was a year later, in March 2003, that the government decided, first, the 
creation of the most important agency with an energy mandate, the National 
Development and Reform Commission (NDRC, 国家发展和改革委员会, or 國家發展

和改革委員會, Guójiā fāzhǎn hé gǎigé wěiyuánhuì)58 and, second, the establishment of 
the National Energy Bureau (NEB, one of the 26 bureaus that compose the NDRC).  

The NDRC is a department of the PRC’s State Council –the highest organ of 
executive power in China–59 and, as aforementioned, it is the primary policy-making 
and regulatory authority in the energy sector.60 For the purposes of this study, it is 
worth noting that the NDRC is the central government’s authority responsible for 
determining gasoline and diesel prices, although it has numerous other responsibilities 
regarding energy that are distributed through its numerous bureaus and ministries, 
including the NEB. Thus, it has to be borne in mind that, in addition to the NDRC, 
several other ministries and institutions also deal with Chinese energy policy. According 
to Kong, this reshuffling left the just-born NEB with even fewer staff  (only 30 people, 
with only 4 employees assigned to the Oil and Gas Department) than the SPCIB –its 
predecessor, replaced by CPCIA– had had. Furthermore, the NEB was supposed to be in 
charge of petroleum, but only in the upstream sector (exploration and production). This 
                                                      

55 Kong, China's International Petroleum Policy, 17-18. 
56 Yang, “Rationalizing the Chinese State”, 38.  
57 Kong, China's International Petroleum Policy, 57.  
58 National Development and Reform Commission (NDRC, 国家发展和改革委员会, or 國家發展和改革

委員會)- People’s Republic of China 
http://www.ndrc.gov.cn/  
59 State Council of the People’s Republic of China (Central People's Government) 
http://www.english.gov.cn/links/statecouncil.htm   
60  For the last few years, the NDRC has been devoting its efforts to foster economies of scale and 
promoting energy efficiency measures, such as closing down small refineries –referred to as “teapots”, in 
the jargon, as well as minor independent refineries, which produce less than 40,000 bpd. In 2011, for 
instance, the NDRC issued a number of guidelines according to which refineries with a production capacity 
that do not reach the aforementioned figure will be eliminated by 2013. Thus, and in order to avoid being 
closed, numerous of these local refineries plan to expand capacity or consolidate with larger firms. Most 
Chinese refineries were built to handle relatively light and sweet crude oils –such as the one produced by 
Brazilian pre-salt offshore oilfields, in spite of most of Latin American (Venezuelan) oil being heavy and 
sour, with Brazilian oil thus having the upper hand. Due to the diversification of import sources, and also to 
expanded domestic production, new or upgraded refineries have been built in order to be able to cope with 
greater crude oil imports from Latin America and the Middle East, which –as above mentioned– tend to be 
heavy and sour. As regards independent refineries, the government restricts the feedstock that they can use, 
and thus these refineries tend to accept heavy fuel oil and heavier and sour crude oils.   

http://www.ndrc.gov.cn/
http://www.english.gov.cn/links/statecouncil.htm
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study notes that this would include CNPC and CNOOC, but not Sinopec (which 
specializes in downstream). Moreover, there were several responsibilities that are beyond 
the NEB –such as drafting oil import and export plans, balancing oil production, and 
setting oil prices, among others. These responsibilities were respectively assigned to the 
Department of Trade, the Bureau of Economic Operations, and the Department of Price. 

In 2003, the NDRC sketched the “9-Point Strategy” (examined in the policy 
section below). It was also this year that, in order to enhance its control over state-owned 
assets, the Chinese government decided the establishment of the State-owned Assets 
Supervision and Administration Commission (SASAC, 国务院国有资产监督管理委员

会 , or國務院國有資產監督管理委員會, abbreviated as 国资委, or 國資委; Guózīwěi), 
a special commission that controls state-owned assets in China, the “watchdog of the 
SOEs” 61 (including the NOCs), directly under the State Council (SC, which has 28 
commissions). For instance, as the NOCs were listed on different stock exchanges –such 
as the stock exchanges of New York (NYSE, 紐約證券交易所), Hong Kong (HKEX, 香
港交易所), London (LSE, 倫敦證券交易所) and Shanghai (SSE, 海证券交易所, or海證

券交易所 )– the SASAC performs the rights and obligations of shareholder on behalf of 
the Chinese government. 

In 2005, the National Energy Leading Group (NELG, 国家能源领导小组, or國
家能源領導小組, Guójiā néngyuán lǐngdǎo xiǎozǔ) was created by the State Council. 
The 13-member NELG was headed by Premier Wen, assisted by Vice-Premiers Huang Ju  
(黄菊 ) and Zeng Peiyan (曾培炎). Kong notes that the group was established with the 
aim of facilitating coordination among the multiple horizontal ministries with petroleum 
portfolios, as well as to “strengthen the central government’s power over petroleum 
policy.” 62 He points out that the NELG was a “useless” agency, in charge of only 
advisory and research activities, and overlapping with the NDRC. Indeed, this author 
defines the NELG as “another layer on the top of the spaghetti of Chinese bureaucracies 
with petroleum portfolios.” 63 According to Lewis, as “an informal task force within the 
party and within the SC leadership, established in order to improve energy coordination 
and strengthen the control of the Central Government over energy policy.”64 Steven W. 
Lewis, “The Rise of China and its Energy Implications” and “Carbon Management in China: The Effects of 
Decentralization and Privatization”, Conference at the James A. Baker III Institute for Public Policy at Rice 
University, December 2, 2011.                                     http://www.bakerinstitute.org/publications/EF-pub-
RiseOfChinaLewis-120211-WEB.pdf 1 Groups like the NELG are “often created by senior 
leaders as ‘leadership small groups’ on a particular critical national policy issue in order 
to advise and coordinate on those policy issues.” This author also considers that such 
leadership small groups, nevertheless, suffer from the lack of “the manpower necessary to 
provide adequate regulation or policy formation, and they must rely on the Central Party 
                                                      

61 Ibid., 18-19.  
62 Ibid.  
63 Kong, China's International Petroleum Policy, 18-19.  
64 Steven W. Lewis, “The Rise of China and its Energy Implications” and “Carbon Management in China: 
The Effects of Decentralization and Privatization”, Conference at the James A. Baker III Institute for Public 
Policy at Rice University, December 2, 2011.                                      
http://www.bakerinstitute.org/publications/EF-pub-RiseOfChinaLewis-120211-WEB.pdf  

http://www.bakerinstitute.org/publications/EF-pub-RiseOfChinaLewis-120211-WEB.pdf
http://www.bakerinstitute.org/publications/EF-pub-RiseOfChinaLewis-120211-WEB.pdf
http://www.bakerinstitute.org/publications/EF-pub-RiseOfChinaLewis-120211-WEB.pdf
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Secretariat or the State Council Office for manpower to move the bureaucracies and 
enormous state enterprises in a given direction. They primarily serve as task forces within 
the leadership, and their influence depends on the ranking of the individual leaders who 
lead them.”65  

In March 2008, the government made an attempt –which would eventually failed, 
as explained below– to re-centralize power over energy policy at the 1st Plenary Session 
of the 11th National People’s Congress (NPC, 全国人民代表大会, or全國人民代表大會, 
Quánguó Rénmín Dàibiǎo Dàhuì), which elevated the NEB to the status of a “vice-
ministerial agency” and renamed it as National Energy Administration (NEA, 国家能源

局, or國家能源局, Guójiā néngyuán jú)66, under the direction of Liu Tienan (刘铁男, 
or 劉鐵男 ). The NEA absorbed the former NEB and other energy offices of the NDRC, 
as well as the Office of the National Leading Group (NELG), and the nuclear power 
administration of the Commission of Science, Technology, and Industry for National 
Defense. By doing so, the government wanted the NEA to act as a “key energy regulator” 
and gave it vice-ministerial rank in order for it to implement the central government's 
energy policies, among other duties. Indeed, and according to the government, the NEA 
is responsible for carrying out the NEC’s daily affairs, as well as for “taking the lead in 
launching international energy cooperation”, as well as for the formulation and 
implementation of energy development plans and industrial policies; promoting 
institutional reform in the energy sector; administering energy sectors.”67 The agency was 
also in charge of the organization and coordination of “key energy-related demonstration 
projects”, as well as of approving new energy projects in China, the formulation and 
implementation of national oil reserve plans and polices; participating in the formulation 
of policies related to energy such as environment protection, and addressing climate 
change; making recommendations on energy price adjustment and imports and exports 
aggregate.”68 

Kong points out that this power re-centralization attempt failed due to opposition 
from the powerful NOCs (against officials, scholars and the media)69, which illustrates 
the importance and the relevance that the NOCs had acquired in China’s energy sector, as 
well as to the fact that the NEA lacked “the authority, autonomy, manpower, and tools to 
deal with China’s energy challenges.”70 

As aforementioned, one of the responsibilities of the NEA consists on undertaking 
the daily work of the National Energy Commission (NEC, 国家能源委员会, or 國家能

                                                      

65 Ibid.  
66 National Energy Administration (NEA, 国家能源局, or 國家能源局) 
http://en.ndrc.gov.cn/mfod/t20081218_252224.htm  
67 Ibid.  
68 Ibid.  
69 Kong, China's International Petroleum Policy, 18. 
70 Ibid.  

http://en.ndrc.gov.cn/mfod/t20081218_252224.htm
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源委員會, Guójiā néngyuán wěiyuánhuì)71, which was established in 2010, the last year 
of the observed period.  

The NEC replaced the NELG, and it is composed of 21 high-ranking officials (at 
the time of its creation, its Director was Premier Wen Jiabao (温家宝, or 溫家寶) and 
its Deputy Director Vice-Premier Li Keqiang (李克强, or 李克強)– this study notes that 
Li was former Premier, under Hu (the 4th generation of leaders), and is the current 
Premier, under Xi (the 5th generation). The importance of the NEC is clearly reflected in 
Chinese official media, which regarded it as a “super-ministry for energy”, defining it as 
an “overarching government agency” set up to take charge of China’s energy policy and 
consolidate it among the numerous agencies under the State Council, “for better 
coordination in formulating strategy and planning development.”72 

3.2.3. China's National Oil Companies: the NOCs 

The Government and the NOCs: from “Governance” to “Co-governance” 

The NOCs are China’s four major national oil companies. These “big four” 73, 
include the China National Petroleum Corporation (CNPC, 中国石油天然气集团公

司 , or中國石油天然氣集團公司 ) 74 , China Petrochemical Corporation (Sinopec 
Group, 中国石油化工股份有限公司or 中國石油化工股份有限公司, abbreviated 中国

石化 or 中國石化)75, the China National Offshore Oil Corporation (CNOOC, 中国海

洋石油总公司, or 中國海洋石油總公司)76 and the Sinochem Corporation (Sinochem, 
中国中化集团公司 , or 中國中化集團公司 ) 77  and, as aforementioned, wield a 
significant amount of influence in China’s oil sector.  

Since the management of CNPC put forward the “Go Out” strategy in 1993, the 
NOCs have become essential actors in China’s energy sector. As aforementioned, the 
strategy itself is one of the four most important “pillars” of China’s petroleum policy, 
together with the “petroleum/presidential diplomacy” –reflected, for the purposes of this 
study, in the State Visits by Presidents Jiang and Hu to Brazil in 1993, 2001, 2004 and 
2010, and to Argentina in 2001 and 2004– as well as the “diversification” of sources of 
oil imports and the need to make the NOCs “globally competitive actors.” 

                                                      

71 Zhihong Wan, “Wen heads ‘super-ministry’ for energy”, China Daily, January 28, 2010.  
http://www.chinadaily.com.cn/china/2010-01/28/content_9388039.htm (accessed January 30, 2010).  
72 Ibid.  
73 Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy Towards Latin America”, 106-7. 
74 CNPC website 
www.cnpc.com.cn (accessed January 30, 2010). 
75 SINOPEC website 
www.sinopec.com (accessed January 30, 2010). 
english.sinopec.com   (accessed January 28, 2010). 
76 CNOOC website 
www.cnooc.com.cn (accessed January 27, 2010). 
77 Sinochem website  
www.sinochem.com (accessed January 31, 2010). 

http://www.chinadaily.com.cn/china/2010-01/28/content_9388039.htm
http://www.cnpc.com.cn/
http://www.sinopec.com/
http://www.english.sinopec.com/
http://www.cnooc.com.cn/
http://www.sinochem.com/
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The three main NOCs –namely, CNPC, Sinopec, and CNOOC– have become the 
“initiators” of China’s petroleum policy, enjoying either “ministerial status” –CNPC and 
Sinopec, which originated from relevant ministries, – or “vice-ministerial” –CNOOC, 
established as a commercial entity.78 Most authors agree that Sinochem Corporation –the 
oldest NOC– can be said to have been relegated in the co-governance scheme. Thus, this 
study will be mainly focused on the three main NOCs.  

As previously mentioned, under the planned economy system, centralization was 
the main feature of China’s petroleum sector. According to Kong, the central government 
exerted great –if not absolute– control over the petroleum industry through its ministries 
–most notably, the Ministry of Petroleum Industry– and petroleum-related entities –such 
as Sinochem Corporation, established in 1950. Under this centralized scheme, provincial 
governments played only a minor role and local petroleum enterprises were limited to 
operate as mere direct extensions of their line ministries. In 1959, the Daqing oilfield (大
庆油田, or大慶油田) was discovered in the Songliao plain (松辽平原, or松遼平原), in 
the northern province of Heilongjiang (黑龙江省, or 黑龍江省). For over fifty years, 
Daqing has been China’s largest oil field,79 and its production places it among the top-
five worldwide. 80 To a considerable extent due to the production of the Daqing Oil 
Province, the PRC achieved oil self-sufficiency in 1963. China would not only remain 
self-sufficient in terms of oil for 30 years but would even be a top-five oil producer and 
exporter in the 1980s. Indeed, in 1985, Chinese oil exports accounted for 25% of total 
export revenues. Nevertheless, and due to the combination of extensive exploitation –or 
decline– of oilfields81 and growing demand, in 1993 China became a net oil importer, the 
Ministry of Petroleum Industry was eliminated and CNPC proposed the “Go Out” 
strategy.  

The strategy revealed that the NOCs had become the 1st identifiers of problems –
both at the industry and local level– and that they had a role to play anticipating the 
national policy, which was to be based on NOCs’ recognition of problems and responses 
to it. The reforms brought decentralization and pluralization to China’s petroleum policy 
and implied the transition from “governance” to “co-governance”, by weakening the 
central government –rendering it unable to govern the petroleum industry by itself– and 
strengthening the NOCs to the point that they became “co-governors” of China’s 
petroleum industry, “co-makers” and “co-implementers” of Chinese petroleum policy. 
Indeed, the NOCs became “re-structured SOEs” which were simultaneously “market 
regulators” –i.e., referees– and “market participants” –i.e., players– in charge of 
identifying policy problems and formulating policy responses –as well as of 
implementing them.82 As explained in the following sections, some of the problems the 

                                                      

78 Kong, China’s International Petroleum Policy, 59. 
79 Wei et al., Energy economics: modeling and empirical analysis in China, 101.  
80 “Daqing Oil Province” – CNPC  
http://www.cnpc.com.cn/en/aboutcnpc/ourbusinesses/explorationproduction/operatediol/?COLLCC=24191
22830&  (accessed January 28, 2010). 
81 Ibid.  
82 Kong, China’s International Petroleum Policy, 2-3.  

http://www.cnpc.com.cn/en/aboutcnpc/ourbusinesses/explorationproduction/operatediol/?COLLCC=2419122830&
http://www.cnpc.com.cn/en/aboutcnpc/ourbusinesses/explorationproduction/operatediol/?COLLCC=2419122830&
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reforms brought is that the interests of the NOCs are not necessarily those of the Chinese 
government, and that competition between the companies has significantly increased.  

3.2.4. Brief Overview: International Expansion of the NOCs 

According to Kong, following the changes that China’s Ministry of Petroleum and, 
later, of Energy, had undergone between 1988 and 1993 led the Chinese government to 
take into serious consideration the PRC’s increasing dependence on oil imports. 
Therefore, and in order to diversify and secure energy supply in oil-producing regions 
across the globe, a major re-organization of most state-owned oil and gas assets began to 
be implemented between 1994 and 1998, seeking to improve the competitiveness of 
Chinese NOCs and foster their international expansion.  

Kong notes that the NOCs are “late comers” to the global stage, which is 
particularly evident when compared to the international oil companies –i.e., the IOCs, the 
“early birds” that dominate the market in terms of capital, technology, and management 
expertise, with their assets being located in stable areas and “geologically-friendly” 
terrains.83 Indeed, it was only in 1992 that the 1st Chinese overseas investment was made, 
which, according to Kong, was “very late by international standards” –with the delay 
actually accounting for a century.84 Thus, the NOCs had to focus mainly on regions that 
were not only geographically remote, but also often politically unstable or conflictive –
social, ethnic conflicts– or geologically tough.85 Chinese overseas petroleum invested is 
concentrated in Central Asia-Russia, Africa –the largest hub for Chinese NOCs– and the 
Middle East, with Latin America and South America –which were not traditionally 
priority areas– becoming increasingly important due not only to the significance of the 
major oil discoveries made in the region in recent years, both in terms of conventional 
and unconventional energy (the cases of Brazilian offshore oilfields and Argentine shale 
formations) but also with regard to renewable energy resources.   

Regarding the different phases through which the NOCs underwent in their 
international expansion, Kong distinguishes 3 main stages, while Andrews-Speed 
considers that there are 5. Part of the difference can be attributed to the fact that Kong’s 
study was published in 2010, while Andrews-Speed enjoyed the advantage of having 
reached his conclusions in early 2013. Nevertheless, the stages described by these authors 
coincide in general terms.  

However, before analyzing the different stages, it would be convenient to recall 
that, according to Kong, the international expansion of NOCs is promoted by the Chinese 
government “through a combination of economic, political and diplomatic 
instruments.”86 Thus, this author argues that the overseas investments made by NOCs are 
often preceded by high-level political visits and by the establishment of “bilateral 
strategic partnerships”. Governmental support also translates in the provision of loans and 
promises of financing infrastructure. The correspondence between Kong’s observation 
                                                      

83 Ibid., 63. 
84 Ibid.  
85 Ibid., 111.  
86 Kong, China’s International Petroleum Policy, 90. 
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and Teng’s description of the multilayered “presidential diplomacy” is remarkable. 
Indeed, both are reflected in the strategic partnerships that the PRC established with 
Brazil in 1993 –in occasion of President Jiang’s State Visit– and with Argentina in 2004 
–the 1st State Visit paid by President Hu. As noted by Kong, a “good government-to-
government relationship enhances the opportunities for access to petroleum resources in 
those oil-rich countries, by placing the bilateral petroleum cooperation under the context 
of promoting the overall bilateral national interest. Indeed, from a Chinese perspective, 
“petroleum deals are viewed as an integral part of the overall relationship.”  

This study points out that the aforementioned can be said to apply to the Sino-
Brazilian relations to a greater extent than to the Sino-Argentine relations, due to the 
reasons described in the Chronology section of this chapter, as well as in Chapters 2, 4 
and 5.  

According to Kong, the first stage of this expansion took place between 1992 and 
1997, during which CNPC and CNOOC (Sinopec had not yet been established) started to 
become familiar with the international environment.87Along the same lines, Andrews-
Speed points out that these NOCs began to “try and learn” by acquiring small, low risk 
assets abroad. As aforementioned, it was during this early phase that the “Go Out” 
strategy was proposed by CNPC, which focused on Latin America and acquired its first 
oilfield in Perú in 1993. As explained in Chapter 6, both the Chinese government and its 
NOCs have adopted a remarkably prudent and cautious approach to Latin America, given 
the geopolitical implications that any activity in this region might provoke in the US. In 
addition to that, CNPC began looking for oil supplies in Canada, Thailand, and Papua 
New Guinea, as well as in North Africa and Central Asia.88   

The second stage, 1997-2001, is characterized by Kong as being a transition phase, 
during which the largest re-structuring of the petroleum industry took place. In order to 
increase the competitiveness of the NOCs before China’s admission to the WTO –which 
would take place in December 2001– the government decided to turn CNPC and 
SINOPEC into “vertically-integrated oil companies” 89  (covering both upstream –
exploration and production– and downstream –refining and distribution)90 and all “big 
four” NOCs (the main 3 NOCs plus SinoChem) were listed in the stock markets starting 
from 2000.   
                                                      

87 Ibid., 81.  
88 Remarks by Philip Andrews-Speed in the “China’s International Oil and Gas Strategy” lecture, delivered 
at the Institute of International and European Affairs (IIEA) on March 4, 2013. 
http://www.youtube.com/watch?v=A343Pv0stPc (minute 2:28-3:15 onwards – accessed April 8, 2013).   
89 Kong, China’s International Petroleum Policy, 21, 63.  
90 The petroleum industry is usually considered to have three main sectors: upstream, midstream and 
downstream. The first sector, upstream, covers oil exploration and production (E&P), and includes the 
search for crude oil –and natural gas, but this study focuses on oil– fields, drilling of exploratory wells, and 
subsequent operation of the wells. The second sector, midstream, deals with oil transportation from 
oilfields to refineries, storage and commercialization of crude or refined petroleum products. The third 
sector, downstream, covers the refining of petroleum crude oil and the processing and purifying of raw 
natural gas as well as the marketing and distribution of products derived from crude oil –such as gasoline or 
petrol, kerosene, jet fuel, diesel oil, heating oil, fuel oils. The third sector is usually considered to include 
the activities covered in the second sector.   

http://www.youtube.com/watch?v=A343Pv0stPc
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Kong points out that the Chinese corporations adopted different approaches to their 
international expansion: for instance, CNPC Group and SINOPEC Group created new flagship 
companies –respectively, PetroChina Company Limited 91  (in November 1999) and Sinopec 
International Petroleum Exploration and Production Corporation92 (in January 2001)– while 
CNOOC adopted a “unique approach” created a subsidiary, CNOOC Limited,93  small in 
size, but “born international.”94 

This stage was also marked by the transition from overseas “investment” to the 
“recovery of results”.95 Andrews-Speed considers that, at this phase, the NOCs were 
willing to take on larger onshore projects. For example, it was this years that CNPC 
started investing in Venezuela –as well as in Nigeria, Sudan, Iran, and Kazakhstan.96  

In 2001, the third stage started. This is the last period examined by Kong, who 
argues that its lasts to the present and that it is mainly characterized by the transition from 
the “CNPC-CNOOC duet” in the 1990s to a “3-NOCs symphony” in the early 2000s, 
with Sinopec joining the other two NOCs in their “hunt” for overseas petroleum 
resources.97 Later that year, in December, China’s WTO accession was to provoke a 
“historic overhaul” in China’s industry in general and in the petroleum sector in 
particular. Indeed, it was considered that WTO membership would offer the PRC 
numerous opportunities to attract foreign capital, technology and management expertise, 
as well as to promote the optimization and upgrading of the country’s industrial structure 
and the expansion of its industrial exports. But being in the WTO would also mean that 
the PRC would face severe challenges due to increased international competition. Kong 
also notes that, in 2002, there was a “black gold rush abroad” in which Chinese 
petroleum investment reached record, unprecedented levels in frequency, magnitude and 
scale.98 Sinopec took part of this rush, but it was not “the only new comer”, since there 
were also numerous private Chinese oil companies joining it. This author also points out 
that, since 2003, the NOCs have been backed by Chinese banks –especially the Chinese 
Development Bank–99 through a “supportive credit policy” to encourage their expansion.  

                                                      

91 PetroChina Company Limited  
http://www.petrochina.com.cn/Ptr/About_PetroChina/  
92 Sinopec International Petroleum Exploration and Production Corporation (SIPC) is a wholly-
owned subsidiary of Sinopec Group that carries out external upstream oil and gas cooperation on behalf of 
Sinopec. SIPC is an integrated strategic business unit of Sinopec, engaged in overseas oil and gas 
exploration and production investments and business operations.  
http://www.sipc.cn/ 
93 CNOOC Limited 
http://www.cnoocltd.com/encnoocltd/  
94 Kong, China's International Petroleum Policy, 79-80.  
95 Ibid., 82.  
96 Andrews-Speed, “China’s International Oil and Gas Strategy” lecture (minute 13:00)  
97 Kong, China's International Petroleum Policy, 84-85.  
98 Ibid.  
99 As noted in a 2011 Report jointly prepared by the Institute for Latin American Studies at the Chinese 
Academy of Social Sciences, the Woodrow Wilson Center and the Institute of the Americas, the four 
elements driving Chinese energy cooperation with Latin America are “strong Chinese economic growth, 
national oil companies, government and financial organizations.” It also emphasizes that “a new trend 
emerging from this mix is the increased cooperation between financial organizations and national oil 

http://www.petrochina.com.cn/Ptr/About_PetroChina/
http://www.sipc.cn/
http://www.cnoocltd.com/encnoocltd/
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Differing slightly about the dates of this phase, Andrews-Speed argues that the third 
stage began a bit later, in 2002, and lasted until 2007, having been characterized by the 
“wider scope” of the NOCs, which started exploring “new” forms of oil exploration and 
production –such as deep water, tar sands, gas, LNG, import pipelines. It was during this 
third stage that the newest NOC, CNOOC, attempted to acquire UNOCAL (Union Oil 
Company of California), ultimately failing to do it, as examined in the Chronology 
section of this chapter.  

According to Andrews-Speed, the fourth stage of the NOCs’ international expansion 
took place between 2008 and 2009. This author notes that the 2008 recession gave the 
NOCs “a great opportunity” to go on “a shopping spree, buying from Western companies 
–in the Americas, for the first time,” thus also including developed countries among their 
overseas objectives. In a similar line, Kong points out that the worldwide economic 
downturn provoked a round of “oil demand destruction” that led to the collapse of oil 
prices and a “credit crunch” on the international oil market, and this offered the NOCs the 
opportunity to “take over small and medium cash-strapped oil companies, or to acquire 
assets directly from petroleum-rich governments that are struggling under low oil 
prices.”100 Unlike the collapse of oil prices in the late 1990s, this time the NOCs were 
well positioned to take advantage of the opportunity, and Chinese banks were “more than 
willing to help” them. Furthermore, they could count with the support of the Chinese 
government, which had decided to attenuate the effects of the 2008 global financial crisis 
with a massive US$ 586 billion (4 trillion RMB, 人民币 or人民幣) stimulus package 
spread over two years. Indeed, China’s abundant foreign exchange reserves (estimated at 
$3 trillion as of 2012) is an important aspect to be considered in the NOCs’ purchases of  
equity in projects or acquire stakes in energy companies.  

It was also in 2008 that the government attempted to “restructure China’s energy 
governance architecture”, eventually failing to do so due to opposition of the NOCs.101  

Andrews-Speed also notes that it was toward the end of this stage that the “loans for 
oil” agreements were reached between the Chinese government and its Brazilian 
counterpart –i.e., the agreement between China Development Bank (CDB, 国家开发银

行or國家開發銀行)102 and Petrobras, which is examined in further detail in the last 
                                                                                                                                                              

companies. See Sun, “China, Latin America and the United States: the New Triangle”, 19. See also his 
article “Hu’s visit to deepen Latin American ties”–Institute for Latin American Studies (ILAS), Chinese 
Academy of Social Sciences (CASS) – November 18, 2008. 
http://ilas.cass.cn/manager/jeditor/UploadFile/20081231125210535.pdf 
100 Ibid., 67. 
101 Ibid., 10.  
102  China Development Bank (CDB) is the source of financing for China’s national projects on 
infrastructure, industry, transportation and energy –such as the petroleum and petrochemical industries. In 
this regard, the CDB supports the construction of petroleum and petrochemicals facilities (upstream, mid-
stream and downstream) to meet China’s “national and commercial needs of petroleum reserves and 
procurement programs, by working together with China CNPC and SINOPEC in their debt underwriting, 
payday loans, and trade financing, as well as supporting their overseas business development.”  
Regarding environmental protection and energy conservation, CDB supports the development of low-
carbon cities in China and it has implemented the national green-credit policy that favours the 
environmentally friendly projects in its lending practice. For instance, in 2012, the CDB lent to projects on 

http://ilas.cass.cn/manager/jeditor/UploadFile/20081231125210535.pdf
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section of this Chapter and in Chapter 4. In this regard, Dr. Hongbo Sun, one of the 
Chinese scholars interviewed at the Chinese Academy of Social Sciences (CASS) pointed 
out that CDB and the Export-Import Bank of China (China EXIM Bank, 中国进出口银

行; or 中國進出口銀行 )103 are the 2 most important Chinese state-owned banks, i.e., the 
financial organizations that are among the four elements driving Chinese energy 
cooperation with Latin America, with the other three elements being are “strong Chinese 
economic growth, national oil companies, [and] government.” 104 

Andrews-Speed points out that, the same year, similar “loans-for-oil” agreements 
were reached with the governments of Venezuela, Ecuador, Bolivia, Russia and 
Kazakhstan, as well as with Angola, and Ghana, and some collaboration projects were 
started with Japan and Taiwan.105 In short, since 2008, the NOCs have secured bilateral 
oil-for-loan deals amounting to roughly US$ 100 billion with several countries in order to 
obtain hydrocarbon resources and mitigate lending risks with suppliers and, since 2009, 
they have purchased assets in the Middle East, North America, Latin America, Africa, 
and Asia. 

The fifth and final stage of NOCs’ international expansion starts in 2009 and finishes 
in 2012, thus exceeding the observed period of time of this study. Nevertheless, it is 
worth noting that, according to Andrews-Speed and in terms of the percentage of the 
distribution of Chinese overseas investments, prior to 2009 the Americas accounted for 
only 5% of it. As of 2013, the Americas are the main recipient of Chinese oil 
investments.106 Indeed, in the last few years an increasingly large number of countries in 
this region have became “destinations for upstream investments by Chinese NOCs”, 

                                                                                                                                                              

energy efficiency and environmental protection, technology upgrading for energy-saving, and renewable 
resources. Regarding international cooperation, the CDB collaborates with foreign governments, 
enterprises and financial institutions, on the basis of equality and mutual benefits. It has an alliance with 
other BRICS countries and established the China-Portuguese Speaking Countries Cooperation and 
Development Fund (further examined in other sections of this chapter and Chapter 4), with the CDB 
investing in international projects to develop infrastructure, agriculture, energy and social sectors in 
member countries and assisting Chinese enterprises in their “Go Global” endeavours.  
See: http://www.cdb.com.cn/Web/index.asp  
Also, see: http://www.cdb.com.cn/english/Column.asp?ColumnId=86 
103 The Export-Import Bank of China (China EXIM Bank) was founded in 1994 as a state bank solely 
owned by the Chinese government, and under the direct leadership of the State Council. It is one of the 
three institutional banks in China, and its main goal is to promote foreign trade and investment. The 
commercial activity of China EXIM Bank includes the concession of “export credits” (mainly in the 
infrastructure sector –roads, power plants, oil and gas pipelines, telecom, and water projects) and 
investment loans for Chinese businesses to establish overseas in the energy, mining and industrial fields. 
See: http://www.eximbank.gov.cn/  
This study notes that, as of 2013, there is no representative office of the EXIM Bank in Latin America –
although the bank does have offices in Europe, Africa and Russia.  
104 Interview with Dr. Hongbo Sun, Chinese Academy of Social Sciences (CASS), Beijing, August 15, 
2013. See also Sun, “China, Latin America and the United States: the New Triangle”, 19. See also his 
article “Hu’s visit to deepen Latin American ties”, Institute for Latin American Studies (ILAS), Chinese 
Academy of Social Sciences (CASS)– November 18, 2008. 
http://ilas.cass.cn/manager/jeditor/UploadFile/20081231125210535.pdf 
105 Andrews-Speed, “China’s International Oil and Gas Strategy” lecture (minute 20:50) 
106 Ibid. (minute 24:20)  

http://www.cdb.com.cn/Web/index.asp
http://www.cdb.com.cn/english/Column.asp?ColumnId=86
http://www.eximbank.gov.cn/
http://ilas.cass.cn/manager/jeditor/UploadFile/20081231125210535.pdf
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including both Latin America –and South America in particular, given the opportunities 
for offshore cooperation that the ultra-deep water oilfields in Brazil, as well as the 
interests that the NOCs have demonstrated in the possibility of developing their technical 
expertise in unconventional resources such as the shale formations recently discovered in 
Argentina. Indeed, it was in March 2010 that CNOOC proposed a Joint Venture with 
BRIDAS Energy Holdings Ltd. [BEH, 布里達斯公司], an Argentine independent oil and 
gas company that in 2004 had ranked as the country’s second largest fossil fuel producer, 
acquiring a 50% stake in the company for US$ 3.1 billion in cash. In the case of Brazil, 
Sinopec & Sinochem are investing US$ 3 billion, while CNPC has also reached an 
agreement with Venezuela’s PdVSA. As it can be seen, in their attempt to diversify the 
sources of oil imports, Chinese NOCs have sought to invest in international projects and 
to form strategic commercial partnerships with oil companies –both NOCs from other 
countries and IOCs. Other South American countries targeted by the NOCs include 
Ecuador, Colombia and Perú, and –in North America– the NOCs have became involved 
in both the US and Canada, where CNPC has multiple US$ billion deals, Sinopec’s 
US$ 4.6 billion investment in tar sands and the US$  15.1 billion CNOOC-NEXEN (尼克

森公司) deal – China’s “largest-ever foreign takeover”107, which allowed the NOC to get 
the Canadian firm’s US-based assets in the Gulf of Mexico, as well as in Canada, the 
North Sea, Western Africa and the Middle East) and Trinidad and Tobago.  

Andrews-Speed also points out that, in 2011, the NOCs overseas oil production 
accounted for the equivalent of over 20 % of China’s total domestic production, a 
“significant percentage.”108  

Lastly, and having undergone the different phases of their international expansion, 
Kong notes that the NOCs are still small players in the global stage, but they are rising 
and increasingly becoming a force to be reckoned with on the international oil market. 
For instance, it is worth noting that in the 2006 list of “Top 50 oil companies” of 
Petroleum Intelligence Weekly109 CNPC ranked as 7th and SINOPEC as 29th. A year later, 
in the 2007 edition of Fortune Global 500, Sinopec ranked 17th (it had ranked 73 in 1999), 
while CNPC ranked 24th (in 1999, it had ranked 84th) and CNOOC ranked  469.   

3.2.5. Government and NOCs Objectives  

The different goals pursued by the Chinese government and NOCs, on the one 
hadn, and their respective counterparts (the host governments and oil companies) are 
analyzed by Andrews-Speed. This author claims that, on the one hand, the Chinese 

                                                      

107 Roberta Hamptoon and Scott Haggett, “CNOOC-Nexen deal wins US approval, its last hurdle”, Reuters, 
February 13, 2013.  
http://www.reuters.com/article/2013/02/12/us-nexen-cnooc-idUSBRE91B0SU20130212 (accessed 
February 14, 2013).  
108 In terms of overseas oil production in 2011, CNPC led the other NOCs, having produced 42 million 
metric tones (mmt), Sinopec produced 18 mmt and CNOOC ranked 3rd, with its production accounting for 
4 mmt. In total, China’s overseas oil production reached 64 mmt, while total domestic production reached 
204 mmt. See Andrews-Speed, “China’s International Oil and Gas Strategy” lecture (minute 24:00) 
109 Petroleum Intelligence Weekly 
http://www.energyintel.com/Pages/About_OMI_DataSource.aspx (accessed February 14, 2013). 

http://www.reuters.com/article/2013/02/12/us-nexen-cnooc-idUSBRE91B0SU20130212
http://www.energyintel.com/Pages/About_OMI_DataSource.aspx
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government seeks to strengthen its energy policy by securing oil supply by diversifying 
imports –maximizing crude imports, establishing long-term government-to-government 
relationships– as well as to foster its industrial policy (turning the NOCs into world-class 
players that are pillar industries in the PRC’s domestic field), its social policy (by 
creating employment both overseas and when attracting inward investment from foreign 
NOCs), its financial policy (bringing foreign exchange and obtaining tax revenues, as 
well as investing overseas –both in exploration and production [upstream] and refining 
[downstream], and reaching agreements for “loans-for-oil” and debt relief) and its foreign 
policy (the government projects its influence through the presence of the NOCs). 

On the other hand, the host governments seek to attract investments that will 
contribute to their energy-industrial-economic policies, as well as to diversify investors, 
guarantee markets for their oil exports, and pursue an “anti-West” or “Anti-American” 
alternative in terms of foreign policy.  

  As regards the oil companies, while Chinese NOCs aim at increasing their 
reserves, obtain profits by following a commercially-driven behavior– as a matter of fact, 
Andrews-Speed notes that most of the oil that the NOCs obtain overseas is not 
necessarily send “all the way back to China”, but actually sold to the best offer, with 
NOCs being increasingly “profit-driven” and compete with each other –as well as to 
acquire technology –a particularly relevant objective in the case of the Americas, since it 
is where the cutting edge technology will be developed in order to exploit the offshore 
discoveries in Brazil and the unconventional shale revolution going on in the US, with 
Argentina, and the NOCs are interested in getting this technology to take it back to China, 
where it is needed– and skills and avoid price controls in the Chinese market, the host 
NOCs seek to obtain funding (in the form of investments or loans), as well as to benefit 
from cheap(er) oil field services and to get access opportunities in China.  

Andrews-Speed notes that the convergence of these objectives in the future is a 
question that remains to be answered, 110 in part due to the fact that the NOCs are 
increasingly “profit-driven”, modern corporations111, as aforementioned, and responsible 
for their gains and losses. As pointed out by the China-Brazil Business Council (CBBC, 
or Conselho Empresarial Brasil-China), Chinese multinational firms –including the 
NOCs– behave similarly to other international companies.112  

                                                      

110 Andrews-Speed, “China’s International Oil and Gas Strategy” lecture (minute 25:00) 
111 Kong, China’s International Petroleum Policy, 2.  
112 In July 2013, the Chinese-Brazilian Business Council (CBBC, Conselho Empresarial Brasil-China) 
announced that its latest Report “Chinese investments in Brazil from 2007-2012: A review of recent trends” 
estimated a total investment of US$ 24.4 billion on 60 investment projects announced by 44 Chinese firms. 
The report examines the case of SINOPEC, a Chinese company operating in the country. The first 
examines Sinopec, which invested in oil exploration and production projects, and the second considers 
Huawei’s technology for Brazil, a new market. The case studies suggest that Chinese multinational firms 
behave similarly to other international companies with respect to abiding by market rules. At the same time, 
their concerns regarding high taxes, excessive bureaucracy, and slow procedures reflect challenges faced by 
other multinationals in Brazil.                                                     
“Report: Chinese investments in Brazil 2007-2012”–Conselho Empresarial Brasil-China– July 2013                                                                                                                                               
http://www.cebc.org.br/pt-br/publicacoes-e-informes/canal-brasil-china/cebc-lancara-nova-pesquisa            

http://www.cebc.org.br/pt-br/publicacoes-e-informes/canal-brasil-china/cebc-lancara-nova-pesquisa
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As both Kong and Andrews-Speed point out, the nature of the relations between 
the Chinese governments and the NOCs is particularly well reflected in terms of “equity 
oil”, since the different interests between principals and agents are clear. Indeed, the 
NOCs do not ship all their “equity oil” back to China. As a matter of fact, most of 
China’s equity oil is sold in the open market and to the highest bidder.113  

Kong illustrates this point by noting that, in 2006: the NOCs shipped back home 
only 1/3 of their overseas equity oil production, and sold 2/3 to the market. In other 
words, only 33% of the oil produced overseas by the NOCs was sent back to China, with 
the large majority being sold in to the international market. It is clear, then, that the 
NOCs behave in a way remarkably similar to IOCs. According to Kong, “NOCs are 
capable and willing to serve the government, but they are not puppets,”114 and this, to a 
large extent, explains that Chinese refiners try to avoid the regulated domestic prices for 
retail products –significantly lower than international market prices– and try to export as 
much of their products as possible.  

3.2.6. Domestic and Overseas Challenges to NOCs’ Competitiveness 

As aforementioned, one of the pillars of China’s petroleum policy consisted in 
making the NOCs competitive. Indeed, their competitiveness has been significantly 
enhanced, but several authors note that this has been so due to the companies’ own 
initiative –and not to government’s assistance. Kong notes that the NOCs are “fast 
learners” and have been making rapid progress in their struggle to become efficient 
companies.115 

Nevertheless, there are still a number of specific areas in which the NOCs can be 
said to be still unable to compete on equal footing with Western oil companies, such as 
deep-water drilling –what would suggest the possibility of cooperation of the NOCs with 
Brazil’s Petrobras– or in large energy projects, as well as in unconventional oilfields –
such as shale formations –regarding this last point, it would allow to take into 
consideration the possible cooperation of CNPC or Sinopec with YPF in Argentina’s 
Vaca Muerta shale formation.116 

Kong further analyzes some of the challenges that limit NOCs’ competitiveness, 
pointing out that the difficulties and challenges that the NOCs face are to be found at both 
the domestic and external levels.  

                                                      

113 Kong, China’s International Petroleum Policy, 93.  
114 Ibid., 93. 
115 Ibid., 113.  
116 A number of interviewees in Argentina agreed that the recently discovered shale formation was “too 
much for Argentina to do it by itself, since we [Argentine companies] have neither the technology nor the 
funding to develop it.” It was suggested that, at least in this last regard, cooperation with Chinese NOCs 
could be reasonably expectable. Interview with Mr Víctor Casalotti, Director of Petroleum, Argentine and 
Petroleum Gas Institute (IAPG), Buenos Aires, June 13, 2013.  
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Regarding domestic obstacles, Kong points out the notable lack of integration 
among the NOCs117 as well as bureaucratic delays in having their operations authorized, 
which limit their efficiency in developing overseas projects. This author argues that 
China’s change from being a net oil exporter to a net oil importer has not been 
accompanied by the adaptation of the PRC’s domestic petroleum policy. Thus, Chinese 
petroleum governance is “ill prepared to address challenges associated with China’s 
growing dependence on foreign oil”, with several regulations that have became real 
obstacles for the international expansion of the NOCs. Kong illustrates this point by 
highlighting the lengthy, complex and ossified approval procedures for overseas 
investments, which can be attributed to the numerous bureaucracies and layers involved –
this author –in many cases referring to the agencies by their old names– identifies 5 
agencies118, namely the State Council (SC), the State Planning Commission (SPC, the 
current National Development and Reform Commission – NRDC), the Ministry of 
Foreign Trade and Economic Cooperation (MOFTEC, 对外贸易经济合作部, or對外貿

易經濟合作部, the current Ministry of Commerce –MOFCOM,中华人民共和国商务部, 
or中華人民共和國商務部)119, the State Administration of Foreign Exchange (SAFE, 国
家外汇管理局, or國家外匯管理局 )120 and the Chinese embassies overseas. Kong notes 
that these bureaucratic obstacles: render NOCs in a very disadvantageous position in 
international upstream projects because they could “not act in a timely fashion” 

On the other hand, the external challenges and difficulties faced by NOCs include, 
for instance, being regarded with suspicion or even negatively perceived as projecting a 
“neo-mercantilist/neo-colonialist” image. The fact that the NOCs are state-owned 
enterprises (SOEs) occasionally results in them being considered as the “arms” of the 
Chinese state in its pursue of “non-economic” interests.121  

In this regard, it is worth noting that the 2011 International Energy Agency 
(IEA)’s Report on Overseas Investments by Chinese National Oil Companies stresses 
that “while China’s NOCs are majority-owned by the government (domestic and overseas 
private shareholders own minority stakes for publicly listed subsidiaries), they are not 
government‐run.”122 Thus, Kong points out that links with the government can be an 
advantage at some times and a liability at others. This author also notes that NOCs are 
usually regarded as controlling resources on behalf of their states but lacking the 

                                                      

117 This lack of integration among the NOCs is reflected by the fact that, while CNPC and CNOOC focus 
on the upstream sector (conducting, respectively, onshore and offshore exploration and production 
activities), Sinopec and Sinochem specialize in downstream (respectively, on refining and oil trading). See 
Kong, China’s International Petroleum Policy, 14. 
118 Kong, China’s International Petroleum Policy, 96.  
119 Ministry of Commerce (MOFCOM, 中华人民共和国商务部, or 中華人民共和國商務部) 
http://www.mofcom.gov.cn/?529279492=3688416810  
120 State Administration of Foreign Exchange (SAFE, 国家外汇管理局, or 國家外匯管理局) 
http://www.safe.gov.cn/ (accessed May 1, 2010). 
121 Kong, China’s International Petroleum Policy, 133.  
122  International Energy Agency (IEA), “Overseas Investments by Chinese National Oil Companies” 
(February 2011). Available on-line: 
 http://www.iea.org/publications/freepublications/publication/overseas_china-1.pdf   

http://www.mofcom.gov.cn/?529279492=3688416810
http://www.safe.gov.cn/
http://www.iea.org/publications/freepublications/publication/overseas_china-1.pdf
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necessary technology, financial prowess and economic power and management expertise 
to develop these resources. This common perception does not seem to apply to Chinese 
NOCs, given their financial and administrative autonomy, their enormous influence in 
China’s energy sector and their good connections with Chinese banks.123  

Kong also notes that the NOCs run a number of economic, political, and legal 
risks in their overseas activities –for instance, heavy taxes and tariffs, expropriation of 
petroleum assets, restriction in the repatriation of profits and resource nationalism. 124 
According to McCormick, the concept of “legal risk” “relates to the risk of being used or 
being the subject of a claim or proceedings due to some infringement of laws or 
regulations, or the commission of a tort such as negligence or some other act giving rise 
to civil liability.”125 Kong points out that, due to their increasing involvement in the 
international petroleum market, their cross-border mergers and acquisitions (M&As, 合
併與收購 ), and their overseas exploration and production activities, the NOCs are 
“inevitably vulnerable to various legal risks.”126 This author warns that, unless properly 
managed, these risks could “hamper or sabotage their global ambitions.”127  

Kong illustrates this point by examining a lawsuit against CNOOC in its 
expansion in Indonesia, an interesting case that involved the Chinese NOC and former 
Argentine NOC YPF (standing for Argentina’s Yacimientos Petrolíferos Fiscales, 阿根

廷財政部油田公司) which had been privatized in the early 1990s and bought in 1999 
by Spain’s private oil company Repsol (雷普索爾公司), thus becoming Repsol-YPF –
until 2012, when the Argentine government expropriated its assets and re-nationalize it. 
In January 2002, CNOOC had bought Repsol-YPF’s Indonesian unit (YPF Maxus 
Southeast Sumatra BV), transferring them to its wholly owned subsidiary CNOOC 
Southeast Asia Sumatra Ltd. (CNOOC SES). 128 With this acquisition, and by virtue of 
previous mergers, CNOOC became associated to the Canadian energy company Talisman 
(塔里斯曼能源股份有限公司 ), with both companies being linked by an “AMI” clause 
(“Area of Mutual Interest”), according to which “if a partner” was to acquire any 
“exploration interests” in Indonesia, it had to notify the other parties “via a written 
document and offer them a participating share.”129 Succinctly put, in 2004 Talisman filed 
a lawsuit against CNOOC Ltd. for not having offered it “a participating share” in its 
                                                      

123 Along the same lines of financial prowess it would be the Brazilian NOC, Petrobras, which –as the 
biggest company in the Southern hemisphere– would be a valid interlocutor for the NOCs, strengthening 
Brazil’s position in negotiating with Chinese NOCs. In this regard, this study points out that, interestingly 
enough, Argentina lacks a NOC equivalent to Petrobras that can be a counterpart for Chinese NOCs, thus 
being left in a weaker position. Indeed, and as examined in further detail in Chapters 4 and 5, after the 
Argentine government decided to privatized its NOC (YPF) in the early 1990s, the country was left without 
a state-owned energy enterprise that could be a reference for Chinese NOCs. Not even the NOC Enarsa can 
be considered to be as a valid interlocutor for neither the Chinese NOCs nor Chinese private investors.   
124 Kong, China’s International Petroleum Policy, 109-111.  
125 Roger McCormick, Legal Risk in the Financial Markets (Oxford: Oxford University Press, 2006): 10.  
126 Kong, China’s International Petroleum Policy, 109.  
127 Ibid. 
128 The “BV” in the YPF Maxus Southeast Sumatra BV denomination– stands for “Besloten Vennootschap”, 
according to the Dutch terminology for “private limited liability company”. 
129 Kong, China's International Petroleum Policy, 109. 
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assets in Indonesia. In 2008, CNOOC reached an agreement with Talisman, offering it a 
3% share in one of its gas projects in Tangguh, in the Indonesian province of West Papua 
(西巴布亞省 ).130 

The last section of this Chapter, as well as Chapters 4 and 5, examine in 
chronological order a few more examples of the experiences that all three main NOCs 
(CNPC, Sinopec and CNOOC) have had in Brazil and Argentina and that clearly 
illustrate the above points.  

It is worth noting, in short, the below examples demonstrate that Brazil is a much 
safer and attractive place for Chinese NOCs to invest and to operate in –maintaining a 
coherent policy and an investor-friendly environment during the Cardoso and Lula 
administrations, while Argentina is a much riskier destination, mainly due to the lack of a 
proper energy policy and the populist practices of the successive Kirchner 
administrations (2003-present.)  

For instance, Chinese NOCs have been able to make considerable investments in 
Brazil, but also to reach agreements with both the Brazilian NOC –such as the 2004 
Petrobras-Sinopec “strategic cooperation relationship” and the 2006 Petrobras-Sinopec 
agreement on the Gasene Line (examined in detail in the Chronology section of this 
chapter and in Chapter 4) – and IOCs, such as the US$ 7.1 billion Sinopec-Repsol YPF 
deal of October 2010, when Sinopec acquired 40% of Repsol-YPF’s Brazilian assets.131 

As regard the cases in which Argentina is involved, it is worth noting the interest 
in acquiring the Argentine assets of Repsol-YPF that both CNPC and CNOOC showed in 
2009, in what was considered to be “the first time that two Chinese state-owned 
enterprises have been in direct competition for so large an investment asset.”132 It was 
that year when CNPC –which had tried twice to buy all of YPF’s assets in Latin America 
in 2007–133 proposed a US$ 17 billion offer –considered as “China’s biggest overseas 
investment” 134– for a controlling stake of Repsol’s 75% share in YPF, a deal which 
would have been its third attempt and that was considered as “politically sensitive” due to 
the significant influence that it would have given CNPC over Argentina’s supply and 

                                                      

130 Ibid., 110.  
131 “Conheça a Repsol Sinopec Brasil: A Companhia” – Repsol Sinopec Brasil  
http://www.repsolsinopec.com.br/web/guest/14  (accessed April 22, 2010). 
See also Aizhu Zhen and Sonya Dowsett, “China’s Sinopec buy Repsol Brazil Stake for $ 7.1 billion”, 
Reuters, October 1, 2010.  
http://www.reuters.com/article/2010/10/01/us-repsol-sinopec-idUSTRE6900YZ20101001  
132 C.T. Jonhson, “CNPC and CNOOC battle over Repsol’s Argentine Operations”, China Stakes, October 
26, 2009.  
http://www.chinastakes.com/2009/7/cnpc-and-cnooc-battle-over-repsols-argentine-operations.html  
133 Joseph Chaney and Sui-Lee Wee, “CNPC eyes $14.5 bln bid for Repsol YPF stake sources”, Reuters, 
July 7, 2009.  
http://www.reuters.com/article/2009/07/07/cnpc-repsol-idUSHKG1362520090707 (accessed July 22, 2009). 
134 Aries Poon, “Chinese firms offer US$ 17 billion for YPF stake”, The Wall Street Journal, August 11, 
2009.  
http://online.wsj.com/news/articles/SB124990326465819175 (accessed August 12, 2009). 

http://www.repsolsinopec.com.br/web/guest/14
http://www.reuters.com/article/2010/10/01/us-repsol-sinopec-idUSTRE6900YZ20101001
http://www.chinastakes.com/2009/7/cnpc-and-cnooc-battle-over-repsols-argentine-operations.html
http://www.reuters.com/article/2009/07/07/cnpc-repsol-idUSHKG1362520090707
http://online.wsj.com/news/articles/SB124990326465819175
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pricing of strategic natural resources. CNOOC was considering making a bid for a 
minority stake and, eventually, teaming up with CNPC in order to make a joint bid.135  

In spite of having taken place in April 2012 –thus exceeding the period of time 
observed in this study– it has to be borne in mind the secret negotiations between Repsol 
and Sinopec about YPF136, which were frustrated when –the same month– the Argentine 
government decided to expropriate 51% of Repsol’s share, confiscating it 137  and 
declaring that YPF had been “re-nationalized” without any compensation having been 
paid. Moreover, a few months later, in August 2012, Sinopec was also affected by 
regulations of the Argentine government which, since February that year, had decided to 
delay the oil export compensation payment to oil companies under the so-called “Oil 
Plus” program. Sinopec threatened to halt production until a US$ 184 million debt was 
paid by the Argentine government.138 

3.2.7. Overview of the NOCS 
As mentioned in the previous sections, the successive reforms demonstrate that 

the Chinese government has gradually withdrawn from petroleum policy making, and the 
NOCs have been empowered, becoming “revitalized” SOEs as pointed out by Kong.139 
Indeed, the reforms have resulted in a situation of a weak government and strong 
companies. To a large extent, this explains that, in China, the government is “not the 1st 
policy problem identifier, nor the solver.”140 In other words, there is no national policy 
response to petroleum problems, and thus the NOCs became “policy initiators” and 
“policy implementers” in their attempts to overcome these difficulties.  

                                                      

135 Cathy Chan and Joao Lima, “Repsol is said to favor CNPC over CNOOC in YPF sale”, Bloomberg, 
August 11, 2009.  
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=ax1DAhgzGs.w (accessed May 2, 2010). 
136  Miles Johnson, Jude Webber and Anousha Sakoui, “Argentina swoop scuppers China oil deal”, 
Financial Times, April 17, 2012.  
http://www.ft.com/intl/cms/s/0/483b1c78-88b3-11e1-9b8d-00144feab49a.html#axzz2oEhuJUx9 
137 Juan Uriburu Quintana, “The Influence of Chavism and Venezuelan Populism on Argentina: Don’t cry 
for him, Argenzuela”, in The Quarterly of Latin American Economy and Trade 13 (拉丁美洲經貿季刊第 
13 期) (May 2013): 3.  
138 “La petrolera Sinopec analiza suspender su producción en Argentina” – La Nación – August 21, 2012.  
http://www.lanacion.com.ar/1501142-la-petrolera-sinopec-analiza-suspender-su-produccion-en-la-
argentina (accessed August 22, 2012). 
Pablo González, “Argentina said to unveil oil export payment plan within a week”, Bloomberg, January 2, 
2013.  
http://www.bloomberg.com/news/2013-01-02/argentina-said-to-unveil-oil-export-payment-plan-within-a-
week.html (accessed January 22, 2013). 
See also Michael J. Economides, “Argentina’s Re-Nationalization of the Energy Industry and What it 
means”, in Energy Tribune, September 18, 2012.  
http://www.energytribune.com/20101/argentinas-re-nationalization-of-the-energy-industry-and-what-it-
means-2#sthash.EGhlpCNN.dpbs (accessed October 22, 2012). 
139 Kong, China’s International Petroleum Policy, 142. 
140 Ibid.  

http://www.bloomberg.com/apps/news?pid=newsarchive&sid=ax1DAhgzGs.w
http://www.ft.com/intl/cms/s/0/483b1c78-88b3-11e1-9b8d-00144feab49a.html#axzz2oEhuJUx9
http://www.lanacion.com.ar/1501142-la-petrolera-sinopec-analiza-suspender-su-produccion-en-la-argentina
http://www.lanacion.com.ar/1501142-la-petrolera-sinopec-analiza-suspender-su-produccion-en-la-argentina
http://www.bloomberg.com/news/2013-01-02/argentina-said-to-unveil-oil-export-payment-plan-within-a-week.html
http://www.bloomberg.com/news/2013-01-02/argentina-said-to-unveil-oil-export-payment-plan-within-a-week.html
http://www.energytribune.com/20101/argentinas-re-nationalization-of-the-energy-industry-and-what-it-means-2#sthash.EGhlpCNN.dpbs
http://www.energytribune.com/20101/argentinas-re-nationalization-of-the-energy-industry-and-what-it-means-2#sthash.EGhlpCNN.dpbs
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Throughout the different phases of the “co-governance” process, the NOCs play a 
crucial role in Chinese policy making, which has become either a “bottom-up” or 
“middle-up” process.141  

The strengthened NOCs have also benefited from the consolidation of their status 
and power, and started to have a degree of autonomy considered by Kong to be 
“excessive”, given that the Chinese state could only theoretically hold them accountable. 
However, in an interview with Caijing (财经, or財經), CNOOC president, Fu Chengyu 
(傅成玉), expectably argued that “the government does not have any policy directorate 
charged with making corporate decisions and it can't intervene in companies' routine 
strategies. State companies, both abroad and at home, should be autonomous in their 
operations.”142 

 The financial aspect of the autonomy was accentuated by the fact that, between 
1994 and 2007, the government had renounced to collect dividends as shareholder of 
SOEs, in order to foster their consolidation and expansion. This decision further 
weakened the practically virtual-only authority that the government –through, for 
instance, the Ministry of Foreign Affairs– had over the NOCs. Indeed, as aforementioned, 
some of the officials interviewed for this research pointed out that, more often than not, 
the MOFA ignores the decisions that NOCs independent and autonomously make about 
their overseas activities, and which occasionally cause detrimental effects to the PRC’s 
foreign policy. This point is also mentioned by Kong when referring to the “reckless 
behavior” of the NOCs abroad: in a paragraph that is worth quoting, a senior Chinese 
diplomat states that:   

“rarely do these NOCs consult with us [the MOFA] when expanding 
overseas. They are merely concerned about their business interests 
and never take into the implications of their decisions for China’s 
overall diplomatic interests… for example, the MOFA never 
supported CNOOC’s attempt to acquire UNOCAL because it gave 
ammunitions to the ‘China threat’ thesis in the United States.”143  

3.2.8.- 1) China National Petroleum Corporation (CNPC–PetroChina Co. Ltd.) 
Founded in 1988 and enjoying ministerial status, CNPC (中国石油天然气集团公

司, or 中國石油天然氣集團公司) is China’s largest oil producer and supplier, as well as 
the 7th largest public company in the world.144 As the leading upstream (exploration and 
production) player in the PRC’s petroleum sector it accounts for roughly 60% and of 
China’s total oil output (as well as 80% of gas). CNPC’s publicly-listed arm,  PetroChina 

                                                      

141 Ibid., 142. 
142 C.T. Jonhson, “CNPC and CNOOC battle over Repsol’s Argentine Operations”, China Stakes, October 
26, 2009.  
http://www.chinastakes.com/2009/7/cnpc-and-cnooc-battle-over-repsols-argentine-operations.html 
(accessed October 26, 2009). 
143 Kong, China’s International Petroleum Policy, 140.  
144 “Global 2000 Leading Companies: The World’s Biggest Public Companies” – Forbes – April 2012  
http://www.forbes.com/companies/petrochina/  (accessed May 1, 2012). 

http://www.chinastakes.com/2009/7/cnpc-and-cnooc-battle-over-repsols-argentine-operations.html
http://www.forbes.com/companies/petrochina/
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Co. Ltd. (中国石油, or 中國石油), was founded in 1999 and, since April 2000, it is listed 
on the New York and Hong Kong stock exchanges (NYSE, 紐約證券交易所 and HKEX, 
香港交易所), as well as on the Shanghai Stock Exchange (SSE, 海证券交易所, or 海證

券交易所) since November 2007.145  
CNPC’s current strategy is to integrate its sectors and capture more downstream 

(refining and marketing) market share –currently dominated by Sinopec (the other 
dominant player in China’s petroleum sector, with both companies specializing on 
onshore operations and with 85% of Chinese oil production capacity being located 
onshore). In 2012, CNPC accounted for 31% of China’s refining capacity. For the last 
few years, the NOC has been attempting to acquire refinery stakes in other countries, in 
order to gain leverage in the downstream sector and secure more global trading and 
arbitrage opportunities.  

CNPC has been the most active NOC in expanding its overseas investment profile 
internationally since the early 1990s, when its General Manager, Wang Tao (王涛, or王
濤), proposed the “Go Out” strategy to the Chinese government in 1993. Ever since then, 
CNPC has been leading by example in terms of overseas acquisitions and expansion of 
investment profile 146, having been the first Chinese NOC to start operating in Latin 
America in 1993. Thus, it can be considered as a “resource-seeker” NOC.147  

At the time of writing, CNPC is present in Brazil, Peru, Venezuela and Ecuador. 
As explained in further detail in following sections, CNPC made three attempts to acquire 
the assets of former Argentine NOC YPF (standing for Argentina’s Yacimientos 
Petrolíferos Fiscales, 阿根廷財政部油田公司, which was privatized in the early 1990s 
and bought in 1999 by Spain’s private oil company Repsol –雷普索爾公司– thus 
becoming Repsol-YPF) in Argentina and in Latin America –two attempts in 2007 and a 
third one in 2009– but, for a number of reasons examined below and in Chapter 5, such 
efforts did not bear fruit. Also, since October 2013 CNPC is also present in Brazil, as a 
minor partner of the consortium of oil companies that –led by Brazilian NOC Petrobras (
巴西石油股份有限公司, or 巴西石油)– have just won the exploration and development 
rights of the pre-salt, ultra-deep water oilfield, “Libra”, the largest in Brazil.148 In April 
                                                      

145 “Company Profile” – PetroChina  
http://www.petrochina.com.cn/Ptr/About_PetroChina/Company_Profile/?COLLCC=527110002&  
146 As of 2012, CNPC holds hydrocarbon assets in 30 countries and, based on its overseas oil equity, it has 
produced a record 1 million barrels per day (bpd) in 2011, up from 865,000 bpd in 2010. 
147 Kong, China's International Petroleum Policy, 96. 
Therefore, and according to these criteria, , the behaviour displayed by Sinopec would be similar to CNPC, 
CNOOC would be a “technology seeker” and Brazil’s Petrobras could be defined as being both a 
“provider” in terms of both resources and technology, while the Argentine companies would be just 
“resource providers.”  
148 In 2013, and according to Brazil’s ANP (National Agency of Oil, Natural Gas and Biofuels), the 
Chinese NOCs CNOOC and CNPC are part of a consortium of oil companies that have just won the 
exploration and development rights of the pre-salt, ultra-deep water oilfield known as “Libra” –which has 
the largest oil reserves of Brazil, out the coast of the state of Rio de Janeiro– on October 21, 2013. In the 
words of the Brazilian Minister of Mines and Energy, Edison Lobão, the exploration of the Libra oilfield is 
a “turning point that marks the beginning of a new age for Brazil… [since] due to its significance, there 
will be a before and after ‘Libra’ in Brazil’s oil sector.” The consortium was constituted by Brazil’s state-
run Petrobras (巴西石油, 40 %), France’s Total SA (道達爾, 20%), the Anglo-Dutch Royal Dutch Shell 

http://www.petrochina.com.cn/Ptr/About_PetroChina/Company_Profile/?COLLCC=527110002&
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2002, CNPC –through PetroChina– had started contacts with 
Argentina’s Siderca, a leading supplier of tubes and related services for the energy 
industry 149  and a subsidiary of Argentine-Italian industrial 
conglomerate Techint Group150 – a “leading global manufacturer and supplier of steel 
tubes and related services for the world’s energy industry” and owner of Tecpetrol –
another subsidiary of the Group, with oil and gas exploration and production activities in 
Argentina, Bolivia, Colombia, Ecuador, Mexico, Peru, Venezuela and the United 
States.151 

In addition to its activities in the traditional energy sector, CNPC has also been 
actively seeking to widen its portfolio with diversified, renewable energy sources such as 
ethanol fuel, biodiesel, and geothermal resources. Since 2011, the company has approved 
investing RMB $ 10 billion (US$ 1.5 billion) on new energy developments by 2020, as 
explained in further detail in sections below. Besides renewable energy sources, the 
investment also includes hydraulic oil, oil gas, and coal bed gas.152  

 

                                                                                                                                                              

Plc (殼牌公司, 20%), China’s CNPC (中國石油, 10%) and CNOOC Ltd. (中国海洋石油, 10%), with 
Chinese NOCs paying around US$ 700 million each for their respective 10% stakes.  
As further examined in Chapter 4, these companies won the auction by offering to give the Brazilian 
government 41.65 % of their ‘profit oil’ (i.e., the oil produced after the initial investment costs have been 
paid), under a new production-sharing (“partilha da produção”) contract, the first time such a contract is 
used in Brazil. The contract is for 35 years and the offer made by the consortium matched the minimum bid 
established by Brazilian law (which was also 41.65 %) 
See: “Petrobras, Shell, Total, CNPC e CNOOC vencem a 1ª Rodada do Pré-sal” – ANP/Assessoria de 
Imprensa – October 21, 2013.  
http://www.anp.gov.br/?pg=68476&m=&t1=&t2=&t3=&t4=&ar=&ps=&cachebust=1382602485744 
(accessed October 21, 2013). 
Also, see: Sabrina Valle, Wellington Bahnemann and Mônica Ciarelli, “Sem disputa, Petrobrás vence leilão 
de Libra com Shell, Total e duas chinesas”, O Estado de São Paulo, October 23, 2013.  
http://economia.estadao.com.br/noticias/economia-geral,sem-disputa-petrobras-vence-leilao-de-libra-com-
shell-total-e-duas-chinesas,168014,0.htm (accessed October 22, 2013).  
For further details about the auction, see also: “CNOOC gains bid for oilfield in Brazil” – Xinhua – October 
22, 2013. http://news.xinhuanet.com/english/business/2013-10/22/c_132819786.htm (accessed October 22, 
2013). 
“Combined bidder Petrobras, Shell, Total, CNPC and CNOOC win Brazil oilfield” – Xinhua – October 22, 
2013.  
http://news.xinhuanet.com/english/photo/2013-10/22/c_132818256.htm  (accessed October 22, 2013). 
Amrutha Gayathri, “Brazil Sells Giant Libra Oil Field Rights To Consortium Including Petrobras, Shell, 
Total, CNOOC and CNPC”, International Business Times, October 22, 2013.  
http://www.ibtimes.com/brazil-sells-giant-libra-oil-field-rights-consortium-including-petrobras-shell-total-
cnooc-cnpc (accessed October 22, 2013). 
149 Tenaris-Siderca 
http://www.tenaris.com/en/tenarisworldwide/southamerica/argentina.aspx  
150 Techint Group 
http://www.techint.com/en/default.aspx  
151 Tecpetrol 
http://www.techint.com/en/tecpetrol.aspx  
152 “China's CNPC sets $1.5 B new energy development budget for 2011-2020”– BioFuels Digest –June 13, 
2011.  
http://www.biofuelsdigest.com/bdigest/2011/06/13/chinas-cnpc-sets-1-5b-new-energy-development-
budget-for-2011-20/ 

http://www.anp.gov.br/?pg=68476&m=&t1=&t2=&t3=&t4=&ar=&ps=&cachebust=1382602485744
http://economia.estadao.com.br/noticias/economia-geral,sem-disputa-petrobras-vence-leilao-de-libra-com-shell-total-e-duas-chinesas,168014,0.htm
http://economia.estadao.com.br/noticias/economia-geral,sem-disputa-petrobras-vence-leilao-de-libra-com-shell-total-e-duas-chinesas,168014,0.htm
http://news.xinhuanet.com/english/business/2013-10/22/c_132819786.htm
http://news.xinhuanet.com/english/photo/2013-10/22/c_132818256.htm
http://www.ibtimes.com/brazil-sells-giant-libra-oil-field-rights-consortium-including-petrobras-shell-total-cnooc-cnpc
http://www.ibtimes.com/brazil-sells-giant-libra-oil-field-rights-consortium-including-petrobras-shell-total-cnooc-cnpc
http://www.tenaris.com/en/tenarisworldwide/southamerica/argentina.aspx
http://www.techint.com/en/default.aspx
http://www.techint.com/en/tecpetrol.aspx
http://www.biofuelsdigest.com/bdigest/2011/06/13/chinas-cnpc-sets-1-5b-new-energy-development-budget-for-2011-20/
http://www.biofuelsdigest.com/bdigest/2011/06/13/chinas-cnpc-sets-1-5b-new-energy-development-budget-for-2011-20/
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3.2.9- 2) China Petrochemical Corporation (SINOPEC)   

China Petrochemical Corporation, or Sinopec Group (中国石油化工集团公司, or
中國石油化工集團公司) is the 2nd largest oil refiner in the world –after Exxon Mobil (
艾克森美孚)– as well as Asia’s largest oil refining –and petrochemical– company and 
the dominant player in China’s downstream sector (refining, marketing, and 
petrochemical manufacturing), accounting for 46% of the PRC’s total refining 
capacity.153  

Founded in 1998, Sinopec Group is the newest NOC in China, where it has 
ministerial status –just as CNPC. Its publicly-listed arm is Sinopec Ltd. (中国石化), 
which was established in 2000 and, since October that year, it has been listed on the stock 
exchanges of New York (NYSE), Hong Kong (HKEX) and London (LSE, 倫敦證券交

易所) and, since July 2001, also in the Shanghai Stock Exchange (SSE).154 
For the last few years, Sinopec has been gradually increasing its investments in 

overseas refining assets (mostly in the downstream sector, but gradually also on 
upstream) –particularly in Africa, the Middle East and Latin America. In South America, 
Sinopec has relied upon agreements with local partners in Brazil (Petrobras, with which it 
has a “strategic cooperation” agreement described below), Argentina (Occidental 
Petroleum, since 2010) 155 , Venezuela (PdVSA, with which is has a deep-water 
exploration cooperation pact), Ecuador (Petroecuador), Peru, Colombia and Cuba.  

In 2004 –the same year the PRC became the world’s 2nd largest oil consumer and 
importer–156 Sinopec established a strategic alliance with Brazil’s Petrobras to cooperate 
in oil exploration, production, refining, marketing, pipes and technology transfer157 and, 
in October 2010, Sinopec paid US$ 7.1 billion to purchase 40% stake of Brazil’s assets of 
Spain’s Repsol, in what has been defined as “reportedly the largest transaction ever 
between China and Latin America.”158 Due to it, Sinopec was considered as “the leader” 
among the three NOCs in 2010, according to IEA and in spite of being ranked in the 24th 
position of the world’s largest public companies that year.159 In 2011, Sinopec’s output in 
overseas equity oil reached 400,000 bdp, and the company targets producing 1 million 
bpd from overseas oil equity by 2015.  

                                                      

153 Sinopec has a total oil processing capacity of around 5 million barrels per day (BDP). 
154 “Our company” – Sinopec  
http://english.sinopec.com/about_sinopec/our_company/20100328/8532.shtml  
155 “Sinopec completes acquisition of Occidental’s Argentina unit” – Xinhua – February 23, 2011. 
http://news.xinhuanet.com/english2010/china/2011-02/23/c_13746454.htm  
156 Yuanming Alvin Yao, “China ’s Oil Strategy and Its Implications for U.S.-China Relations,” in Issues & 
Studies, 42,  no. 3 (September 2006), 167: “[F]aced with huge demand for oil, China fears a sudden 
interruption in supply, which would hit economic development, China's foreign relations, and the 
legitimacy of the ruling Chinese Communist Party.”   
157 “Petrobras signs strategic alliance with China’s Sinopec” Oil & Gas Journal–May 7, 2004  
See: http://www.ogj.com/articles/print/volume-102/issue-25/general-interest/petrobras-signs-strategic-
alliance-with-chinas-sinopec.html   
158 “China, Latin America and the United States: the New Triangle”, 5.  
159 Ibid. 

http://english.sinopec.com/about_sinopec/our_company/20100328/8532.shtml
http://news.xinhuanet.com/english2010/china/2011-02/23/c_13746454.htm
http://www.ogj.com/articles/print/volume-102/issue-25/general-interest/petrobras-signs-strategic-alliance-with-chinas-sinopec.html
http://www.ogj.com/articles/print/volume-102/issue-25/general-interest/petrobras-signs-strategic-alliance-with-chinas-sinopec.html
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In addition to traditional energy sources, Sinopec has also been exploring 
alternative energy resources, in line with the PRC’s goal of seeking a lower-carbon 
economy. Thus, and with regard to research and development (R&D) of biofuels, since 
2007 the company has experimented with cellulosic ethanol and algae biodiesel –i.e., 2nd 
generation biofuels that do not rely on foodstuff. In numerous press releases, Sinopec has 
noted the benefits that are to be obtained through the substitution of fossil energy with 
biomass fuel.  

As regards Sinopec’s experiences with biofuel technology, the technology it has 
been using produce ethanol from cellulose –such as crops straw, forestry processing 
waste and biogases. It is in this regard that the cellulosic ethanol program developed by 
Petrobras in cooperation with an American company could offer an interesting possibility 
for energy cooperation and technology transfer, as examined in further detail in Chapter 4.  

Furthermore, Sinopec has also been experimenting with biodiesel technology, 
cooperating with the Chinese Academy of Sciences (中国科学院, or中國科學院) in new 
energy area, to jointly develop “complete set of microalgae biodiesel technology.” 160 
 
3.2.10- 3) China National Offshore Oil Corporation (CNOOC)  

CNOOC (中国海洋石油总公司 , or 中國海洋石油總公司 ) is the largest 
producer of offshore crude oil and natural gas in the PRC. It was founded in 1982 –which 
makes it the second oldest NOC, after Sinochem Corporation (founded in 1950)– and, 
with its activities mainly restricted to off-shore oilfields both in China (about 15% of 
overall Chinese oil production is from shallow offshore reserves)161 and abroad, it ranks 
third behind PetroChina or Sinopec –which annual production triples CNOOC’s, which 
to a certain extent explains that it is the 146th largest public company.162 

Its publicly-listed arm is CNOOC Ltd. (中国海洋石油有限公司), which was 
created on February 1999 and has been listed on New York and Hong Kong stock 
exchanges (NYSE and HKEX), since February 2001, having also been admitted as 
“constituent stock” in Hong Kong’s Hang Seng index (恆生指數) in July that year.163 
Also in 2001, another subsidiary of the CNOOC Group –China Oilfield Services Ltd. 
(COSL, 中海油田服务股份有限公司), an “all-round offshore oilfield service company” 
and “integrated solution provider” in offshore operations – was established.164  

Unlike CNPC and Sinopec, which are “resources seekers”, CNOOC could be 
considered as a “technology seeker”. 165 Its offshore operations are focused on 

                                                      

160  Microalgae is a kind of lower grade plant living in the water. It could absorb CO2 through cell 
photosynthesis, transfer light energy into fat, starch and other carbohydrate, and release O2. See: 
http://english.sinopec.com/environment_society/climate/  
161 This would suggest the possibility of energy cooperation and technology transfer between CNOOC and 
Petrobras, the world’s leader in ultra-deep water exploration and production.  
162 “Global 2000 Leading Companies: The World’s Biggest Public Companies” – Forbes – April 2012  
http://www.forbes.com/companies/cnooc/   
163 “About Us” – CNOOC Ltd.  
http://www.cnoocltd.com/encnoocltd/aboutus/118.shtml  
164 China Oilfield Services Limited  
http://www.cosl.com.cn/data/html/chinese/channel_1.html  
165 Kong, China’s International Petroleum Policy, 96. 

http://english.sinopec.com/environment_society/climate/
http://www.forbes.com/companies/cnooc/
http://www.cnoocltd.com/encnoocltd/aboutus/118.shtml
http://www.cosl.com.cn/data/html/chinese/channel_1.html
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Northeastern China, such as Bohai (渤海), as well as the South China Sea (南海), and the 
East China Southeast Asia (東海). Overseas, CNOOC operates in Asia, Africa, North 
America, South America, Oceania and Europe. 

As examined in further detail in Chapter 6, CNOOC attempted to merge with 
California-based UNOCAL166 –a major US oil producer with strategic energy assets in 
Southeast Asia– in 2005 with a US$ 18.5 billion bid167, but it did not succeed due to 
concerns about the risks such a merge would represent to U.S. national security. The 
important lesson such a failure taught not only CNOOC but also the other Chinese NOCs 
was that they should learn “to restrain their appetites by taking minority stakes 
instead.”168 And so CNOOC did a few years later, in March 2010, when it purchased a 
50% stake in Argentina’s Bridas (布里达斯公司) for roughly US$ 3.1 billion and, in 
November 2010, it announced that the CNOOC-Bridas joint venture had agreed to 
purchase British Petroleum plc. (BP, 英國石油 )’s 60% stake in Pan American Energy 
(PAE, a British-Argentine joint-venture) for more than US$ 7 billion.”169 These two 
cases are examined in detail in the Chronological Analysis section of this chapter and 
Chapter 5.  

As aforementioned, CNOOC focuses on offshore oil exploration and production, As 
regards the company’s international expansion strategy, in 2010 it was pointed out by then-
CNOOC CEO Fu Chengyu (傅成玉, currently Sinopec’s chairman) that the company’s strategy 
is still focused on looking for cooperation rather than mergers and acquisitions. However, since 
that year CNOOC’s role has been expanding as a result of attention being increasingly paid to 
overseas acquisitions and investments in offshore zones. In 2011, CNOOC produced 150,000 bdp 
and throughout 2012 the company has been increasing oil and gas purchases in an attempt to gain 
technical knowledge in areas rich in unconventional gas and deepwater hydrocarbon resources. 
Last year, CNOOC signed an agreement in 2012 to purchase Canadian oil company Nexen (尼克

森公司) for over US$ 15 billion. Pending approval from Canada, this will be China's 
largest overseas acquisition to date. According to PFC Energy, a consultant, CNOOC 
anticipates increasing its international share of its total oil and gas production from the 
current 20% to 30% by 2015. In late 2013, for instance, CNOOC has proved that –in 
order to achieve its goals– it can work with other NOCs –such as CNPC, with which it 
has just integrated a consortium of oil companies (led by Petrobras) for the exploration 
and development rights of the Libra offshore oilfield in Brazil. CNOOC is currently 
present in both Brazil and Argentina, as examined in Chapters 4 and 5, although it did not 
enter the Brazilian oil sector for the whole of the observed period.  

                                                                                                                                                              

Therefore, and according to these criteria, Brazil’s Petrobras could be defined as being both a “provider” in 
terms of both resources and technology, while Argentine companies would be just “resource providers.”  
166 “Oil and Politics Don't Mix,” Beijing Review 48, no. 28 (July 14, 2005): 18-19. 
167 “CNOOC heeds lessons of failed Unocal bid”– Financial Times– July 23, 2012. 
http://www.ft.com/cms/s/0/bd0bc91a-d4e1-11e1-9444-00144feabdc0.html#axzz2eTaaTtFo               
168 “CNOOC’s Unocal Lessons” – The Wall Street Journal – 2012-07-23  
http://blogs.wsj.com/deals/2012/07/23/cnoocs-unocal-lessons/  
169 See “China, Latin America and the United States: the New Triangle”, 18-21. See also Pan American 
Energy’s website: http://www.pan-energy.com/   

http://www.ft.com/cms/s/0/bd0bc91a-d4e1-11e1-9444-00144feabdc0.html#axzz2eTaaTtFo
http://blogs.wsj.com/deals/2012/07/23/cnoocs-unocal-lessons/
http://www.pan-energy.com/
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3.3  Energy Policy in China: Petroleum and Biofuels 

This section examines China’s energy policy –in particular, its international 
petroleum policy– taking into consideration the analyses made by Kong and Andrews-
Speed et al., who –although with a certain degree of variation in their approaches– 
distinguish between the adoption of the “Go Out” strategy (1993-2000) and the main 
documents issued by the Chinese government that followed it: in 2000, the 10th 5-year 
Plan (2001-2005) 170  and the “Special Energy Plan” (SEP); in 2002, the “China’s 
Petroleum Strategies for the 21st century” jointly outlined by the SETC and the NDRC 
and, in 2003  the “Nine-Point Strategy” sketched by the NDRC. It also takes into 
consideration the 11th Five-Year Plan (2006-2010), the “new energy security concept” 
put forward by the Chinese government in 2006, and the references to energy contained 
in the Policy Papers of 2008 (on Latin America) and –despite exceeding the period 
observed, but due to the explicit reference to Brazil and Argentina contained on it– of 
2012 (on Energy Policy). These documents can be said to contain the major strategies 
designed by the Chinese government to tackle the “different dimensions of the challenges 
confronting China’s growing petroleum shortage and rising petroleum imports”171 as the 
PRC has increasingly became decentralized and market-driven.   

Kong argues that China’s petroleum policy has been moderately successful, since 
there have been “no lasting nationwide supply shortages since 1993”172, even taking into 
consideration the power crisis of 2002. On the other hand, and regarding their negative 
aspects, he argues that, by making the state relinquish its power over the petroleum 
industry, the different administrative reforms have “handicapped the capacity of the 
Chinese state to draft policies to address complex policy problems”, as well as 
“undermined the quality of petroleum policies.”173 This author understands “policy” in 
the sense of “a series of government documents” that result from the interaction between 
“formulation” (the “making” of the policy into a “de iure” policy) and 
“implementation” (the “de facto” aspect of the policy, its practice). He points out that, 
before the reforms, China’s petroleum policy-making was “top-down”, but after the 
reforms it became “bottom-up” or “middle-up”, with decentralization resulting in 
bureaucratic infighting and competition among the NOCs.    

Regarding the process through which China’s international petroleum policy is 
made, this author considers that, succinctly put, it is characterized by three main features: 
in the first place, it has to be bore in mind that “petroleum policy making” is a “trial and 
error” process. As explained below, the “Go Out” strategy reveals that, when Chinese 
NOCs were affected by problems that were perceived to be “industry-problems” –i.e., 
insufficient domestic oil production– it was the NOCs themselves which took the 
initiative to solve them. The author illustrates this point by noting that, in 1993, the 
Chinese government did not have a plan to deal with insufficient oil production and rising 
                                                      

170 10th Five-Year Plan (2001-2005)  
http://www.china.org.cn/e-15/ 
http://www.china.org.cn/english/MATERIAL/157629.htm   
171 Kong, China’s International Petroleum Policy, 57.  
172 Ibid., 148.  
173 Ibid., 145. 

http://www.china.org.cn/e-15/
http://www.china.org.cn/english/MATERIAL/157629.htm
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domestic demand, but CNPC did: indeed, it was its General Manager, Wang Tao (王涛, 
or 王濤), who suggested this policy. Thus, CNPC, which had been hit the hardest by the 
scarcity of domestically-produced oil, played the role of a “policy improviser” and 
“policy initiator” and suggested the strategy.  

The second feature that characterizes China’s petroleum policy making is that it is 
an “interactive” process, based on the exchanges that take place between the NOCs and 
the Chinese government. Indeed, with the decentralization brought by the reforms and 
since the suppression of the Ministry of Petroleum Industry (MoPI) in 1988 –the year that 
CNPC was established– China’s petroleum policy has evolved from “governance” to “co-
governance”, with policy being “co-made” and “co-implemented.” In this regard, it has 
been pointed out by Teng that the NOCs “have a substantial impact on the strategy and 
policy.”174 

Lastly, Kong argues that there seems to be “no single smoking gun” in China’s 
petroleum policy: it is not contained in one single document, but rather consists of a 
series of government documents, which largely endorse and extend what the NOCs (as 
“policy initiators”) and the Chinese government have been doing since the early 1990s –
i.e., the “formulation” of the policy (the “de iure” making), as a matter of fact follows the 
actual “implementation” (the “de facto” aspect of the policy). 175  In this regard, this 
author notes that in spite of the fact that “no single publicly available policy document in 
China specifically delineates the country’s international petroleum policy, strategies 
outlined in various government documents that have surfaced since 2000 together point 
to a clear contour and parameter of the policy.”  

3.3.1. The “Go Out” Strategy (1993-2000) 

Therefore, and in order to examine the “Go Out” (also referred to as “Going Out” 
or “Going Abroad”) strategy, it is worth recalling that it was first suggested in 1993, 
“blessed” by the Chinese top leadership –President Jiang and Premier Li (李鹏 )– in 1997 
and officially adopted as China’s “overarching national strategy” in 2000 176 , in the  
circumstances described above. In such a context, “it became evident for the country’s 
top leadership that China’s petroleum import dependence had already become a 
permanent feature of the Chinese petroleum economy.”177  

According to Kong, the “Go Out” strategy is –together with China’s “petroleum 
diplomacy”– one of the mains pillars of China’s international petroleum policy –that, for 

                                                      

174 Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy Towards Latin America”, 106-7. 
175 However, Kong points out that, after taking office, the 4th generation of Chinese leaders started to 
reclaim the initiative in setting China’s petroleum policy agenda. See Kong, China’s International 
Petroleum Policy, 57-61.  
176 “The Outline of the 10th 5-Year Plan of the PRC for National Economic and Social Development (國民

經濟和社會發展第十個五年計劃綱, Guómín Jīngjì hé Shèhuì Fāzhǎn Dìshígè Wǔnián Jìhuà Gāngyào)”–
State Development and Planning Commission of the People’s Republic of China 
http://www.ndrc.gov.cn/fzgh/ghwb/gjjh/WO20050614801665349340.PDF (accessed April 5, 2011).  
See also Kong, China's International Petroleum Policy, 46. 
177 Kong, China's International Petroleum Policy, 46.  

http://www.ndrc.gov.cn/fzgh/ghwb/gjjh/WO20050614801665349340.PDF
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Kong, results from an interactive process of co-governance in which significant parts of 
the policy are co-made in the process of its implementation.178 The “Go Out” strategy 
illustrates the “co-governance” that exists in China’s petroleum policy making, mainly 
based on “middle-up” exchanges between the energy sector bureaucracies, agencies and 
companies, on the one hand, and China’s central government (中央人民政府,the top 
administrative authority of the PRC), on the other.  

This author notes that it was in the late 1990s that China’s rapid and increasingly 
growing imports of petroleum caught the direct attention of the PRC’s top leadership. 
“not only endorsed CNPC’s initiatives, but also elevated China’s petroleum shortages 
to… [the status of] an issue of long-term strategic significance. 179  Ma and 
Andrews‐Speed note that, in those years, the PRC government worked closely with the 
Chinese NOCs, trying to gain access to projects of strategic importance. 180  The 
authorities and the NOCs were driven by a common need to secure access to overseas oil 
resources. Thus, in October 2000, it was put forward, for the first time, in the 5th Plenum 
of the 15th Central Committee of the Communist Party. 181  With the CPC Central 
Committee’s blessing, 182  the strategy was to be officially adopted as China’s 
“overarching national strategy” in 2000,183 when it was put forward, for the first time184, 
in the 5th Plenum of the 15th Central Committee.185  

As it has been noted by Chen Huai, deputy Director of the Research Institute of 
Market Economy (the Development Research Center –DRC, 国务院发展研究中心, or國
務院發展研究中心– of the State Council) at the time, in an article entitled “China’s Oil 
Strategy should be based on the ‘Going Out’ Strategy”, President Jiang’s remarks on 
China’s petroleum shortage at the 5th Plenum of the 15th Central Committee on October 
11, 2000, pointed out that “oil” was a “strategic issue”, and that one of the goals of the 
“Going Out” strategy was to diversify imports and more actively explore and develop 

                                                      

178 Ibid., 59.  
179 Ibid. 
180 Xin Ma and Philip Andrews‐Speed, “The Overseas Activities of China's National Oil Companies: 
Rationale and Outlook”, in Minerals & Energy-Raw Materials Report 21, No. 1 (August 2006): 17-30. 
181 “15th CPC Central Committee Calls 5th Plenary Session” – People’s Daily – October 9, 2000.  
http://english.peopledaily.com.cn/english/200010/09/eng20001009_52117.html   (accessed June 3, 2010). 
182 Kong, China's International Petroleum Policy, 46.  
183 “The Outline of the 10th 5-Year Plan of the PRC for National Economic and Social Development (國民

經濟和社會發展第十個五年計劃綱 , Guómín Jīngjì hé Shèhuì Fāzhǎn Dìshígè Wǔnián Jìhuà 
Gāngyào)” –State Development and Planning Commission of the People’s Republic of 
Chinahttp://www.ndrc.gov.cn/fzgh/ghwb/gjjh/WO20050614801665349340.PDF (accessed April 5, 2011). 
See also Kong, China's International Petroleum Policy, 46. 
184 Kong, China's International Petroleum Policy, 46-47. 
185 “Full text of Communiqué of the Fifth Plenum of the 17th CPC Central Committee” – Xinhua – October 
18, 2010.  
http://news.xinhuanet.com/english2010/china/2010-10/18/c_13563388.htm   

http://english.peopledaily.com.cn/english/200010/09/eng20001009_52117.html
http://www.ndrc.gov.cn/fzgh/ghwb/gjjh/WO20050614801665349340.PDF
http://news.xinhuanet.com/english2010/china/2010-10/18/c_13563388.htm
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new sources. With this, President Jiang got directly involved in the issue, seeking a 
“consensus” on a national response to petroleum shortages.186  

It is widely accepted that the economic logic behind the official endorsement of 
the “Go Out” strategy in 2000 was the goal of the Chinese government of doubling 
China’s GDP of 2000 by 2010.187  

  The “Go Out” strategy were to receive further support and endorsement from the 
State Council, in the “Guidelines of Mid- to Long-Term Energy Development Plan”188  
that it published in 2004 (“China’s Policy on Mineral Resources”), 2005 
(“Supplementary Circular on the Support of the Prior Period Expenses of Overseas 
Investments in Resource and Foreign Economic Cooperation Projects” and “Policies for 
Development of Iron and Steel Industry”) and 2007 (White Paper: China’s Energy 
Conditions and Policies”).  

One of the guiding principles contained in these documents is that “China’s 
energy development is based on the principle of relying on domestic resources and the 
basic state policy of opening to the outside world. The country is striving to ensure a 
stable supply of energy with a steady increase in domestic energy production and 
promote the common development of energy around the world”, enhancing energy 
security and stability. It is also pointed out that “China works sincerely and pragmatically 
with international energy organizations and other countries on the principle of equality, 
mutual benefit and win-win to improve the mechanism, expand the fields of co-operation 
and safeguard international energy security and stability.”189   

3.3.3. The 10th Five-Year Plan (2001-2005) 

The PRC’s 10th Five-Year Plan (2001-2005) was issued in 2000 and regarded as 
having been more focused on economic restructuring rather than development. Due to the 
relevance of its contents, it was considered that the Plan would “become the transitional 
period for both our [China’s] economic development and our economic structure.”190  

The Plan was primarily directed at economic objectives, which –in the domestic 
aspect– included an average annual economic growth rate of the Chinese economy of 7% 
                                                      

186 Chen Huai, “Woguo Shiyou Zhanlue Yao Lizuyu Zouchuqu” (“China’s Oil Strategy should be based on 
the ‘Going Out’ Strategy”), in Jingjing Yanquie Cankao (Review of Economic Research), 25 (2001): 1-2. 
See also Kong, China's International Petroleum Policy, 141-143.   
187 “The Outline of the 10th 5-Year Plan of the PRC for National Economic and Social Development 
(Guomin Jingji He Shehui Fazhan Dishige Wunian Jihua Gangyao)”– State Development and Planning 
Commission of the People’s Republic of China. 
 http://www.ndrc.gov.cn/fzgh/ghwb/gjjh/WO20050614801665349340.PDF  
188 Nathalie Bernasconi-Osterwalder, Lise Johnson and Jianping Zhang, Chinese Outward Investment: an 
Emerging Policy Framework (Winnipeg: Institute for Economic Research, 2013): 29, 43-51; 119, 140-158.   
http://www.iisd.org/pdf/2012/chinese_outward_investment.pdf (accessed June 29, 2013).  
See also: Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy Towards Latin America”, 
106-7. 
189 Bernasconi-Osterwalder et al., Chinese Outward Investment: an Emerging Policy Framework, 140-158. 
190 “Nation Faces Six Problems in Economic Development” – Outlook – April 3, 2000. 
http://www.china.org.cn/e-15/15-3-o/15-3-o-6.htm 

http://www.ndrc.gov.cn/fzgh/ghwb/gjjh/WO20050614801665349340.PDF
http://www.iisd.org/pdf/2012/chinese_outward_investment.pdf
http://www.china.org.cn/e-15/15-3-o/15-3-o-6.htm
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percent –which, as a mater of fact, was to be exceeded (as it can be seen in Table 2.5 in 
Chapter 2), since the PRC grew a remarkable 8.3% in 2001, 9.1% in 2002, an even higher 
10% in 2003 and 2004 and an astonishing 11% in 2005.191  

In terms of Chinese energy consumption, the Plan emphasized the “efficient use of 
energy,” the “diversification of energy sources,” and considers higher amounts of 
imported foreign oil and gas.192 

Among many other objectives, which exceed the scope of this study, it should be 
succinctly mentioned that the Plan also sought to maintain price stability, as well as the 
balance between international revenue and expenditure. In terms of international 
competitiveness, it was aimed at strengthening China’s position and, in terms of primary 
industries –i.e., extractive industries, such as the oil sector– achieve a 13% growth rate, in 
order for it to continue providing the bulk of employment in China (44%, compared with 
23% and 33% of the secondary and tertiary industries). Lastly, and in terms of 
environmental protection, the plan promoted the protection and conservation of natural 
resources and aimed at reducing urban and rural pollution by 10% by 2005 and compared 
to 2000 levels.  

For the purposes of this study, it is worth noting that the Plan contained dispositions 
related to the diversification of energy sources, as well as the expansion of Chinese 
NOCs and overseas investments, with South America designated as a “strategic region 
for oil exploration and development”, together with North Africa. 193 When examining 
the agents that crafted the 10th Five-Year Plan, it has been pointed out by Kong that it can 
be considered to be a result of the “co-governance” between bureaucracies and the 
NOCs.194 

 
3.3.3. The “Special Energy Plan” (2000)  

The “Special Energy Plan” (SEP, also referred to as the Special Energy 
Development Plan”) for the 10th Five-Year Plan constitutes the first example of a 
document in which the central government laid out its policy over the 10th Five-Year Plan 
towards other forms of energy –such as coal, natural gas, power and renewable energy– 
and gave “an authoritative interpretation of China’s strategies to safeguard its energy 
security.”195 On it, the Chinese government, for the first time, stated that “energy security 
constitutes an important part of China’s economic security”, highlighting that the country 
needed to make “full use” of its resources and noting that, therefore, China needed to 

                                                      

191 “World Development Indicators” World DataBank – World Bank (WB)   
http://databank.worldbank.org/data/views/reports/tableview.aspx 
192 See Jiang Shixue, “Meeting the Dragon’s Appetite: the Importance of Latin America in China’s Energy 
Strategy” Paper presented at the Third US/EU/China Trilateral Forum: China’s Energy and Environmental 
Challenges, Washington DC, May 18-19, 2007. See also: 
http://blog.china.com.cn/jiangshixue/art/902733.html    
193 See Arruda and Li, “Framework of Policies, Institutions in Place to Enable China to Meet its Soaring Oil, 
Gas Demand”, 20-21, as quoted in Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy 
toward Latin America,” 93 and 105. 
194 Kong, China’s International Petroleum Policy, 59. 
195 Ibid., 47. 

http://databank.worldbank.org/data/views/reports/tableview.aspx
http://blog.china.com.cn/jiangshixue/art/902733.html
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“base its energy consumption on domestic supply, with coal continuing to be the 
mainstay.”196  

Remarkably in line with the SEP, the 9th National People’s Congress (NPC) –at 
its 4th Plenary Session– “formally enshrined”197 the “Go Out” strategy in the outlines of 
the “10th Five-Year Plan for National Economic and Social Development” on March 6, 
2001. It also proposed other strategies to deal with China’s petroleum shortage, and 
which included: first, putting natural gas on equal footing with petroleum (thus increasing 
gas exploration and consumption); second, it also proposed the development of petroleum 
substitutes, explicitly mentioning ethanol as an alternative –which, needless to say, is 
particularly relevant for the purposes of this study. In the third place, the NPC proposal 
suggested fostering domestic exploration and exploitation of offshore petroleum 
resources –which this study considers as an example of potential energy cooperation of 
Chinese NOCs with Petrobras. The remaining proposals included actively utilizing 
foreign resources and establishing overseas oil supply bases, diversifying imports of 
petroleum –an aspect in which, again, Brazil and Argentina have a role to play– and, 
finally, building a government-administered “strategic petroleum reserve” (SPR).198  

3.3.4. “China’s Petroleum Strategies for the 21st century” (2002)  

In November 2002, China’s “Petroleum Strategies for the 21st Century” were 
jointly outlined199 by the State Economic and Trade Commission (SETC, 国家经济贸易

委员会, or國家經濟貿易委員會, Guójiā Jīngjì Màoyì Wěiyuánhuì) and the National 
Development and Reform Commission (NDRC, 国家发展和改革委员会, or 國家發展

和改革委員會, Guójiā Fāzhǎn hé Gǎigé Wěiyuánhuì).  
                                                      

196 Ibid.  
197 Ibid.  
198 In the 10th Five-Year Plan (2000-2005), Chinese officials decided to establish the SPR in 3 phases to 
help shield China from potential oil supply disruptions. The first phase –consisting on achieving a total 
storage capacity of 103 million barrels at four sites– started in 2004 and was completed in 2009. The 
second phase consists on the construction of 8 sites –three in Western China, five in the East– it is currently 
going on and it is expected to more than double the total SPR capacity to 315 million barrels by 2013. Two 
of the facilities were completed at the end of 2011 (adding 40 million barrels to storage), two more in the 
second half of 2012 (adding another 40 million barrels). The third and last phase is expected to bring total 
strategic oil reserve capacity in China to about 500 million barrels by 2020. 
In addition to the strategic reserves of crude oil, China had between 170 and 310 million barrels of 
commercial crude oil storage capacity in 2010 according to various Chinese government and private sector 
sources. The distinction between future strategic and commercial storage reserves is not clearly defined 
yet, and there could be crossover between some of the facilities. Refined product storage capacity is 
estimated at 400 million barrels and the government has discussed plans to create a strategic refined oil 
stockpile.Stockpiling rates for strategic and commercial storage in China depend on factors such as supply 
security, crude oil prices, and domestic policy goals. The Chinese government reported the average Brent 
crude price was $58/barrel for purchasing oil in Phase 1. However, prices in 2011 averaged over $90 per 
barrel, making purchases for storage more expensive. Another driving factor for additional fills in the next 
several years is China's policy goal to hold 90 days worth of supply in its strategic and commercial crude 
oil reserves by 2020, an increase from an estimated 40 days at the end of 2011. 
199 According to Kong. However, this study points out that the NDRC –“the most important agency with an 
energy mandate”– would only be established in 2003.  
See Kong, China’s International Petroleum Policy, 57.  
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Kong points out that it was only after 2 crises that “petroleum policy” became a 
“top priority” for the Chinese government–before the crises, it was just part of the overall 
energy policy. The first crisis was provoked by external events (i.e., the 9/11 terrorist 
attacks and the 2003 Iraq War, which revealed the instability of the Middle East as an oil 
source), while the second was due to internal reasons (the 2002 national energy crisis). 
Kong describes the historical context in which the strategies were outlined, pointing out 
that following the 9/11 terrorist attacks in the US, and the imminent invasion that was to 
take place in Iraq in 2003, China’s top leadership became seriously aware of the grave 
implications that an external threat to China’s petroleum security would imply, given that 
“US presence in the Middle East can complicate China’s access to petroleum 
resources” 200 Indeed, this author points out that these events “re-shaped China’s oil 
geopolitics and added urgency to the need to lessen dependence on Middle Eastern 
supplies,” given the instability of the region.201 In this regard, this study points out that 
these unfortunate events highlight the advantages that Latin America in general –and 
Brazil and Argentina in particular– offer for China’s strategy to diversify oil suppliers.202 

 Although Latin America is considerably less endowed with fossil fuels than the 
Middle East –in spite of having the potential to be the second largest oil producing region 
in the world in years to come– it has the advantage that it is comparatively a remarkably 
more stable –and considerably less volatile, conflictive– region.  

It is, thus, in this context that the new strategies –which can be said to be 
complementary of the aforementioned pillars, with which occasionally overlap – were 
outlined. As mentioned earlier, the pillars included the “Go Out” strategy, the “petroleum 
diplomacy”, the diversification of supply sources, the need to develop globally 
competitive NOCs,203 the need to count with a domestic oil tanker fleet in combination 
with the PLA “blue water” Navy, and China’s petroleum investment fund the pillars.  

In a remarkably similar line with the pillars, the new strategies suggested the need 
to establish a petroleum state fund (with the prevision that it should contemplate research 
and Development (R&D) in renewable energy), and highlighted the need to enhance the 

                                                      

200 Kong, China’s International Petroleum Policy, 53-55.  
201 Ibid.  
202 Jaffe and Lewis have noted that becoming a net oil importer “marked a forced departure from the 
Communist Party’s three-decade experiment in self-sufficiency and opened the possibility that China could, 
some day, be as vulnerable as other industrial nations to unexpected events affecting global oil markets. 
Being a net oil-importer should, logically, bring China’s interests closer to those of the oil-dependent 
West.” See Amy M. Jaffe and Steven W. Lewis, “Beijing’s Oil Diplomacy”, in Survival: Global Politics 
and Strategy 44, No. 1 (2002): 115-134. 
203 These first four policies of China’s international petroleum policy can be traced back to the early 1990s, 
when Chinese international petroleum policy was basically an endorsement and extension of the measures 
that the Chinese NOCs and the Chinese government had been taking in the past. Kong points out that these 
4 pillars “had long been implemented as de facto policies, before being formally incorporated into 
government documents. In other words, the making of China’s international petroleum policy, therefore, 
occurred after some components of the policy were already implemented. See Kong, China’s International 
Petroleum Policy, 57-58.  



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                                    Chapter 3  
                                                                                                                                       China’s Energy Policy 

 189 

security and safety of oil shipping through a domestic oil tanker fleet204 and a “blue water 
Navy” to protect it.  

The strategies also included the re-establishment of the State Energy Commission 
(SEC), as well as to speed up a “Petroleum Conservation” plan and to re-structure 
China’s energy consumption system, as well as to build “flagship oil companies” –i.e., 
the NOCs (CNPC, Sinopec and CNOOC). In this regard, Ma and Andrews‐Speed have 
noted that, since 2002, the close link and coordinated interaction between the government 
and the NOCs significantly loosened. This has become particularly noticeable in 
countries which lack strategic significance for both the NOCs and the government –
which is not the case of neither Brazil nor Argentina. However, this has resulted in 
the NOCs starting to behave like “private sector companies”, as pointed out by Kong and 
examined in greater detail in the previous sections. 

3.3.5. The “Nine-Point Strategy” (2003)  

Amid rising oil prices due to the conflict in the Middle East, in 2003 –when the 
price of oil barrel was slightly over US$ 28 (and would rise to US$ 36 in 2004)– the 
NDRC –which, according to Kong, is the most important agency with an energy 
mandate– gave further supported to the “Go Out” strategy, adhering to the promotion of 
substitutes to oil – biofuels, as suggested earlier in this study and as explicitly mentioned 

                                                      

204 China has two main shipping problems: it depends on foreign-owned tankers and on the safety of sea 
lines that are beyond its control.  
Imported oil supplies are delivered to the PRC largely by –mostly, foreign-owned– tankers (and only 
secondarily by pipelines). For instance, in 2002, Chinese tankers carried less than 4% of China-bound 
cargoes from the Middle East and none at all from West Africa. In comparison, Japan and South Korea 
carry a much bigger proportion of their imported oil by national fleets. Thus, commercial and national 
security incentives have persuaded Chinese leaders to initiate a new shipping strategy based on 
government-owned tankers: according to a new plan initiated in the mid-2000s, Beijing intends to transport 
60-70% of it imported oil in such tankers. China has already established shipbuilding ability, and a 
significant number of very large crude carriers (VLCCs) have been built in China for foreign operators 
from Venezuela, Norway, Iran, Germany, Japan, and Algeria, among others. The plan is to rely upon 
government-owned carriers to satisfy China’s demand.    
In the second place, and given that most of China's oil imports come from the Middle East and West 
Africa by Southeast Asia, the great majority of these oil tankers has to go through the Malacca (馬六甲海

峽) and Taiwan Straits. Located between Indonesia, Malaysia, and Singapore, the Malacca Strait links the 
Indian Ocean to the South China Sea and Pacific Ocean. Malacca is the shortest sea route between the 
Persian Gulf suppliers and China and the other Asian markets. It is the key chokepoint in Asia, with more 
than 15 million barrels per day. At its narrowest point in the Phillips Channel of the Singapore Strait, 
Malacca is only 1.7 miles (about 3km) wide, creating a natural bottleneck, as well as potential for collisions, 
grounding, or oil spills. Piracy is a constant threat to tankers in the Strait of Malacca, and the Chinese 
government has become increasingly worried about such attacks to vessels on their way to the PRC. 
Latin American oil, shipped across the Pacific, would contribute to avoid the Strait of Malacca on route to 
the PRC, thus further alleviating the serious shipping hazards and challenges that China’s oil security faces 
by its increasing dependence on foreign supplies 
See: “World Oil Transit Chokepoints” – Energy Information Administration (EIA) 
http://www.eia.doe.gov/cabs/ world_Oil_Transit_Chokepoints/Malacca.html  
See also Gabe Collins, “China Seeks Oil Security with New Tanker Fleet”, in Oil & Gas Journal, 104, No. 
38, (October 2006): 20-26.  
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in the following paragraph– and the other basic pillars (“petroleum diplomacy”, the 
diversification of supplying countries and globally competitive NOCs).  

In addition to them, the NDRC suggested five more points: the need to keep 
international petroleum prices low (which was to be pursued through skillfully conducted 
petroleum diplomacy), the advancement and further development of renewable energy –
in this regard, Kong notes that “the central government would encourage the 
development of… biofuels, among other renewable sources of energy, like small 
hydraulic power stations, wind farms, solar and geothermal energy, to contain the fast 
growth in demand for oil.”205 The last three points suggested the adoption of futures 
contracts as a preventive measure against price rises, the improvement of petroleum 
efficiency (and reduction of petroleum intensity) and, lastly, the improvement of the 
timeliness and accuracy of petrochemical statistics.  

In an interesting point relevant to Sino-Brazilian energy cooperation, it is worth 
noting that it was also in 2003 that, for the first time, the Forum for Economic and Trade 
Cooperation between China and Portuguese-speaking countries (Macao) (中國-葡語國

家經貿合作論壇 [澳門]) was held. In this first meeting, a broad reference to “energy 
cooperation” was made, which would be maintained in the 2nd meeting in 2006. However, 
by 2010, the sphere of cooperation had become more specific and included “energy, 
renewable energy and biofuels.” 206  

3.3.6. The 11th Five-Year Plan (2006-2010) 

In line with the attention the preceding documents pay to energy consumption 
reduction and conservation and environmental protection, the Outline of the 11th Five-
Year Plan encouraged China to actively engage with the international energy market, 
emphasizing the expansion of cooperation in international oil and gas development, based 
on equality and mutual benefit, in order to ensure the security of the PRC’s energy 
supply.207 Considerable attention was also paid to the improvement of energy efficiency, 
and it was projected that the per-unit GDP energy consumption by 2010 would have 
“decreased by 20% compared to 2005”, and the total amount of major pollutants 
discharged would have been reduced by 10%.208 In order for these targets to be achieved, 
the Plan set a number of goals that, being compatible with the “socialist market 
economy”, would enhance energy efficiency, seek the optimization of China’s energy 
structure and the increase of market competitiveness, as well as and more compatible 
systems and mechanisms of market control and regulation. The overall objective was 
“coordinated development achieved... [t]hrough energy production, the economy, the 
society and the environment.”  
                                                      

205 Kong, China’s International Petroleum Policy, 57. 
206Forum for Economic and Trade Cooperation between China and Portuguese-speaking countries (Macao)  
http://www.forumchinaplp.org.mo/cn/noticelist.php  (accessed April 15, 2010). 
http://www.ipim.gov.mo/group_detail.php?tid=22817&type_id=1625 (accessed May 1, 2010). 
207 Qinhua Xu, “China’s Energy Diplomacy and its Implications for Global Energy Security”, Briefing 
Paper No. 13 (Beijing: Friedrich Ebert Stiftung, 2007): 1-8.  
http://library.fes.de/pdf-files/iez/global/04763.pdf  
208 Bernasconi-Osterwalder et al., Chinese Outward Investment: an Emerging Policy Framework, 145-146. 

http://www.forumchinaplp.org.mo/cn/noticelist.php
http://www.ipim.gov.mo/group_detail.php?tid=22817&type_id=1625
http://library.fes.de/pdf-files/iez/global/04763.pdf
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As Table 3.2 below shows, the goal of decreasing per-unit GDP energy 
consumption was not to be achieved. Rather, the opposite scenario was confirmed and, 
ironically, the increase was equivalent to the percentage that had been targeted for 
reduction.   

 

 

Table 3.2– Specific Energy Indicators: 1) GPD (US$ trillions), 2) GDP per unit of energy use, 2) 
Energy Production (oil equivalent) and Energy Imports (percentage of total energy use) 

Year Indicators China Brazil Argentina 

 

2000 

1) GDP (US$ trillions)   

2) GPD per unit of energy use 

3) Energy production (kt/oil equivalent) 

4)  Energy imports (% energy use) 

1.19 

2.9 

1,129,801 

3 % 

0.64 

7.4 

147,641 

21 % 

0.28 

6.2 

82,265 

–35 % 

 

2001 

1) GDP (US$ trillions)   

2) GPD per unit of energy use 

3) Energy production (kt/oil equivalent) 

4)  Energy imports (% energy use) 

1.32 

3.1 

1,188,853 

0 % 

0.55 

7.3 

151,656 

20 % 

0.26 

6.3 

84,487 

–46 % 

 

2002 

1) GDP (US$ trillions)   

2) GPD per unit of energy use 

3) Energy production (kt/oil equivalent) 

4)  Energy imports (% energy use) 

1.45 

3.2 

1,243,626 

1 % 

0.50 

7.3 

167,354 

15 % 

0.10  * 

5.8 

81,336 

–47 % 

 

2003 

1) GDP (US$ trillions)   

2) GPD per unit of energy use 

3) Energy production (kt/oil equivalent) 

4)  Energy imports (% energy use) 

1.64 

3.1 

1,398,535 

2 % 

0.55 

7.3 

178,305 

10 % 

0.12 

6.0 

84,268 

–43 % 

 

2004 

1) GDP (US$ trillions)   

2) GPD per unit of energy use 

3) Energy production (kt/oil equivalent) 

4)  Energy imports (% energy use) 

1.93 

2.9 

1,563,014 

5 % 

0.66 

7.3 

182,463 

13 % 

0.15 

5.7 

87,130 

–29 % 

 

2005 

1) GDP (US$ trillions)   

2) GPD per unit of energy use 

3) Energy production (kt/oil equivalent) 

4)  Energy imports (% energy use) 

2.25 

3.0 

1,701,392 

4 % 

0.88 

7.3 

194,705 

10 % 

0.18 

6.3 

84,685 

–29 % 
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2006 

1) GDP (US$ trillions)   

2) GPD per unit of energy use 

3) Energy production (kt/oil equivalent) 

4)  Energy imports (% energy use) 

2.71 

3.1 

1,813,579 

6 % 

1.08 

7.3 

206,325 

7 % 

0.21 

6.2 

86,192 

–18 % 

 

2007 

1) GDP (US$ trillions)   

2) GPD per unit of energy use 

3) Energy production (kt/oil equivalent) 

4)  Energy imports (% energy use) 

3.49 

3.4 

1,915,243 

6 % 

1.36 

7.4 

216,425 

8 % 

0.26 

N/A 

82,857 

–12 % 

 

2008 

1) GDP (US$ trillions)   

2) GPD per unit of energy use 

3) Energy production (kt/oil equivalent) 

4)  Energy imports (% energy use) 

4.52 

3.6 

1,995,443 

6 % 

1.65 

7.4 

228,192 

8 % 

0.32 

N/A 

82,500 

–6 % 

 

2009 

1) GDP (US$ trillions)   

2) GPD per unit of energy use 

3) Energy production (kt/oil equivalent) 

4)  Energy imports (% energy use) 

4.99 

3.6 

2,092,897 

8 % 

1.62 

7.6 

230,609 

4 % 

0.30 

N/A 

81,068 

–7 % 

 

2010 

1) GDP (US$ trillions)   

2) GPD per unit of energy use 

3) Energy production (kt/oil equivalent) 

4)  Energy imports (% energy use) 

5.94 

3.6 

2,262,039 

10 % 

2.14 

7.4 

246,630 

7 % 

0.36 

N/A 

79,494 

–2 % ** 

-Source: Author’s elaboration based on World DataBank – World Development Indicators                         
Added series: GDP per unit of energy 
use  http://data.worldbank.org/indicator/EG.GDP.PUSE.KO.PP.KD  

WB Definition: “GDP per unit of energy use” is the PPP GDP per kilogram of oil equivalent of 
energy use. PPP GDP is gross domestic product converted to 2005 constant international dollars 
using purchasing power parity rates (with an international dollar having the same purchasing 
power over GDP as a U.S. dollar has in the United States).                                                               
* Due to the economic crisis suffered by Argentina in 2001, the year 2002 its GDP was only US$ 
0.10 trillions, accounting for slightly over 38%  relative to the previous year –i.e., over 60% lower.                    
** As it can be seen, Argentina is the only country –out of the three examined– that remained an 
oil exporter throughout the whole observed period. However, it would lose its oil self-sufficiency 
in 2011, when energy imports reached 4 % of the country’s total energy use.  

The above data shows that, throughout the observed period, the PRC –while maintaining 
the lowest energy unit– has more than tripled its energy imports, thus accentuating its 
character as a net importer of energy. The increase in imports is mostly due to China’s 
remarkably good economic performance, which has allowed the country to consistently 
move upwards in the world raking (from the 6th position in 2000 to the 2nd  in 2010). The 
data also reveals that, Brazil, it has improved in general terms –but with ups and downs–, 
maintains the highest energy unit and has had to rely on imported energy throughout the 

http://data.worldbank.org/indicator/EG.GDP.PUSE.KO.PP.KD
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decade, although reducing its energy imports to 1/3: in 2000, 21% percent of the energy 
consumed in Brazil was imported, but this percentage had significantly declined to 7% by 
2010. Lastly, the data also reveals that Argentina is the only country that consistently 
exported energy –petroleum, in particular– between 2000 and 2010. Despite its erratic 
economic performance,209 in certain years Argentina exported almost 50% of the energy 
it produced. However, its petroleum exports to the PRC were diminishing throughout the 
years, and the country would eventually need to import energy in 2011.  

3.3.7. The “new energy security concept” (2006)  

In 2006, The Chinese government put forward the PRC’s “new energy security 
concept”, emphasizing common energy security through greater cooperation between 
energy-producing and energy-consuming nations. International cooperation was 
considered to be key in 3 areas –namely, to “strengthen mutually beneficial cooperation 
in the development and utilization of energy resources, develop a system for the research, 
development and diffusion of advanced energy technology, and maintain a favorable 
political environment for energy security and stability.210 

According to Xu, recognition of China’s new energy security concept has been 
increasing worldwide, since its emphasis on strengthening international energy 
cooperation in order to achieve global energy security through a more equal use of global 
energy resources is widely shared by developing countries. This author notes the 
important impacts –in political, economic and military terms– that developed countries 
have “on key oil and gas producing regions, controlling the main oil transport corridors 
and strategic points in the world. That means, some countries control the energy security 
of other countries.” Such a scenario leaves no other option for emerging countries but to 
either obtain energy resources at a price fixed by the developed countries or their 
companies, or to get involved in energy development in unstable regions. The author 
illustrates these points by referring to President Hu’s remarks at the 2006 G8 Summit in 
St. Petersburg: “Most countries cannot safeguard their energy security without 
international cooperation. In regimes designed to safeguard global energy security, we 
should establish and adopt the new notion of energy security based on mutually 
beneficial cooperation, diverse development and coordinated assurance.”211   

3.3.8. White Paper on China’s Energy Conditions and Policies (2007)  

                                                      

209 Due to the serious economic crisis that Argentina underwent in 2000-2001, its economy fell from 17th in 
2000 to the 26th as of 2010. As a matter of fact, the country suffered a considerable loss, falling almost 20 
positions (from 17 to 36, due to its domestic crisis of 2001-2002) but eventually recovered some positions.   
210 Hu Jintao, written statement delivered at the dialogue meeting between leaders of G8 and developing 
countries, St. Petersburg, July 17, 2006. See Kong, China's International Petroleum Policy, 136-137. 
“World Energy Security ‘Vital for Economy’” – China Daily – July 18, 2006. 
http://www.chinadaily.com.cn/china/2006-07/18/content_642923.htm (accessed July 30, 2008). 
211 “胡锦涛出席八国集团同发展中国家领导人对话会议并发表重要讲话 (Hújǐntāo Chūxí Bāguó 
Jítuán Tóng Fāzhǎn Zhōng Guójiā Lǐngdǎo Rén Duìhuà Huìyì Bìng Fābiǎo Zhòngyào Jiǎnghuà – Hu 
Attends G8 Leaders Summit and Delivers Important Speech on Role of Developing Countries)” 
http://news.xinhuanet.com/newscenter/2006-07/18/content_4846539.htm 
As cited in Xu, “China’s Energy Diplomacy and its Implications for Global Energy Security”, 6.   

http://www.chinadaily.com.cn/china/2006-07/18/content_642923.htm
http://news.xinhuanet.com/newscenter/2006-07/18/content_4846539.htm


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                                    Chapter 3  
                                                                                                                                       China’s Energy Policy 

 194 

In this paper, released in December 2007, the State Council states that “China’s 
energy development emphasizes thrift, clean[li]ness and safety” and, for that, applies the 
“Scientific Outlook on Development, persevering in putting people first, changing its 
concept of development, making innovations in the mode of development and improving 
the quality of development.”212  

In this regard, it is worth noting that President Hu’s “Scientific Outlook on 
Development” concept (科学发展观, or 科學發展觀) had just been written into the Party 
Constitution only two months before the White Paper was released, during the 17th 
National Congress of the CPC that had taken place in October.213 In his political report to 
the Congress, Hu had “insisted on openness to the world as basic national strategy”214, 
further strengthening the “Go Out” strategy.    

According to the White Paper, minimal environmental pollution was one of the 
goals to be achieved, it noted that the consumption structure has been “optimized”, with 
coal playing a slightly smaller role on it –despite being the main energy source consumed 
in China, and remaining so for “a long time to come” due to the unchanged energy 
structure– and with the proportions of oil, gas and renewable energy sources having 
increased. In analyzing the areas that need further improvement, the paper points out that 
the PRC still suffers from “low energy efficiency”, relative backward methods of coal 
production and consumption (which increase environmental pressure), an “incomplete 
market system” which pricing mechanism is yet to be completed.  

It is with regard to this last point that Kong has noted that China has “an irrational 
pricing system” that, it promotes exports and causes domestic shortages.215 Indeed, and 
since 2001, links the domestic prices of oil products to “weighted average oil product 
prices” in a number of oil markets –among them New York, Singapore, and Rotterdam. 
This author points out two main problems: the first is that the pricing mechanism is 
mechanical and rigid, as well as unrepresentative of Chinese domestic supply and 
demand. The second problem is that the prices of oil products determined by this system 
“always lag behind the price fluctuations on the international market. Therefore, when 
international oil product prices rise, domestic refineries have every incentive to export 
                                                      

212 Bernasconi-Osterwalder et al., Chinese Outward Investment: an Emerging Policy Framework, 140-144.  
213 The concept of “Scientific Outlook on Development” had been proposed in 2003 by the 16th CPC 
Central Committee, amid rapid economic growth and a series of problems including societal problems –
such as a widening gap between China’s rich and poor– and, in terms of environmental conservation, 
excessive consumption of resources and serious environmental pollution. The concept advocated 
comprehensive, coordinated and sustainable development and championed the notion of “people interests” 
in order to build a “socialist harmonious society” (和谐社会, or 和諧社會). By being incorporated to the 
CPC Constitution as one of the Party’s goals, it become part of the CPC’s “theoretical guidance”, together 
with Marxism-Leninism, Mao’s Thought, Deng Xiaoping’s Theory and the important thought of the Three 
Represents, thus making Hu one of the Party’s great “thinkers.”  
See: “China: Dreaming of Harmony” – The Economist – October 19, 2006.  
http://www.economist.com/node/8058095 (accessed June 5, 2008). 
“Scientific Outlook on Development becomes CPC’s Theoretical Guidance” – Xinhua – November 8, 2012. 
http://news.xinhuanet.com/english/special/18cpcnc/2012-11/08/c_131958919.htm (accessed May 2, 2013). 
214 Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy Towards Latin America”, 107. 
215 Kong, China's International Petroleum Policy, 12-13.  

http://www.economist.com/node/8058095
http://news.xinhuanet.com/english/special/18cpcnc/2012-11/08/c_131958919.htm
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their product before any domestic adjustment kicks in, which might result in oil products 
shortages.” 

3.3.9. Policy Paper on Latin America (2008) 

In November 2008, President Hu revealed “the very first policy paper on Latin 
America” issued by the PRC government.216 Entitled “China’s Policy Paper on Latin 
America and the Caribbean” (中国对拉丁美洲和加勒比政策文件, or中國對拉丁美洲

和加勒比政策文件)217, the paper was released immediately after the US presidential 
election on November 4, 2008, in order to keep as low a profile as possible and reflecting 
the remarkable prudence exercised by China in its approach towards the region and its 
implications with regard to the US. The major objective of the paper was to clarify 
China’s policy goals in the region, which is considered to have “huge development 
potential” and rising international influence and with which it seeks an “integral 
cooperative partnership” based on South-South cooperation (Section IV-2-13), 
equality and consensus, as well as reciprocal benefits and shared gains.  

It states that the “one China principle” is the political base of Sino-Latin 
American relations (Foreword and Sections I-II), specifically noting that most countries 
in the region are committed to “support China’s reunification and not having official ties 
or contacts with Taiwan.”(Section III) The Paper also noted the fields of cooperation are 
numerous, and specific references are made to energy: political, economic (trade, 
investment cooperation–energy and mineral resources explicitly mentioned (Section IV-
2)– financial –including debt reduction– agricultural and industrial cooperation; 
infrastructure; customs and sanitary inspections, culture, science, technology, people-to-
people and military exchanges, non-traditional security issues and regional organizations, 
among others. 

The paper’s relevance in energy (including biofuels, examined below) terms is 
due to the fact that China is “ready to enhance technological exchanges and cooperation” 
in “energy conservation, bio-fuels” (Section IV-3-2) and “environment technology” 
(Section IV-3-7) and would like to ‘expand’ and ‘deepen’ resource and energy 
cooperation within bilateral cooperation frameworks (Section IV-7).218  

3.3.10. Energy Policy Paper (2012) 

The fact that China’s energy cooperation with Brazil and Argentina and the 
government’s interest in developing biodiesel and ethanol are briefly but explicitly 

                                                      

216 Julio Sevares, “Argentina-China: buena relación con ‘factores no-harmoniosos’”, Clarín, May 30, 2010.  
http://www.ieco.clarin.com/economia/Argentina-China-buena-relacion-factores-
armoniosos_0_271173157.html (accessed May 30, 2010). 
217 “China’s Policy White Paper on Latin America and the Caribbean” – Ministry of Foreign Affairs of the 
People’s Republic of China – November 5, 2008.                                                                                
http://www.fmprc.gov.cn/chn//pds/ziliao/tytj/zcwj/t521016.htm                          
http://english.gov.cn/official/2008-11/05/content_1140347.htm  
218 Johnson and Wasson, “China, Latin America, and the United States: the Political Economy of Energy 
Policy in the Americas”, 128-129.  

http://www.ieco.clarin.com/economia/Argentina-China-buena-relacion-factores-armoniosos_0_271173157.html
http://www.ieco.clarin.com/economia/Argentina-China-buena-relacion-factores-armoniosos_0_271173157.html
http://www.fmprc.gov.cn/chn/pds/ziliao/tytj/zcwj/t521016.htm
http://english.gov.cn/official/2008-11/05/content_1140347.htm
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mentioned in Section IX and IV, respectively, of China’s 2012 Energy Policy Paper219 
justifies its examination, despite exceeding the period observed in this study. In Section 
IX, the Paper states that “China’s development cannot be achieved without cooperation 
with the rest of the world, and the prosperity of the world has need of China as well. With 
accelerating economic globalization, China has forged increasingly closer ties with the 
rest of the world in the field of energy.” The paper also notes that “China is an active and 
responsible participant in international energy cooperation, and it has established bilateral 
dialogue and cooperative mechanisms in the field of energy with the US, the EU, Japan, 
Russia, Kazakhstan, Turkmenistan, Uzbekistan, Brazil, Argentina, Venezuela and many 
other countries and regions.” (Section IX) It also points out that “…[China] has 
strengthened dialogues, exchanges and cooperation with these countries regarding oil, 
natural gas, coal, electric power, renewable energy, technology, equipment and energy 
policy.” In this regard, it is worth noting that “efforts will also be made to develop 
biodiesel and industrial cellulosic ethanol.” (Section IV) 

The paper highlights that the PRC is a “member of or important participant in 
many multilateral organizations and mechanisms, including the energy working groups of 
the Asia-Pacific Economic Cooperation Organization, Group of 20, Shanghai 
Cooperation Organization, World Energy Council and International Energy Forum. It is 
an observer of the Energy Charter, and maintains close relations with such international 
organizations as the World Energy Agency and the Organization of Petroleum Exporting 
Countries.” 220 In this regard, Nye has pointed out that China should be brought “into the 
EIA and encourage normal Chinese participation in world markets.”221   

3.3.11. China’s Biofuels Policy 

This study points out that the combination between the PRC’s increasing reliance 
on imported petroleum and the rapidly deteriorating environmental conditions caused by 
the intensive use of fossil fuels –such as oil and coal– have led the government of 
China –“the world’s leading air polluter and producer of carbon emissions”222 at present, 
to be increasingly aware of the need to pay more attention to alternative energy resources.  

Indeed, and in addition to the need to secure overseas petroleum resources, the 
Chinese government also needs to take into consideration the negative environmental 
implications of its reliance on fossil fuels –air pollution and greenhouse gas emissions 
from fossil fuel burning, with coal having been considered to be “the most harmful fossil 
fuel”223 and its combustion, together with the refined petroleum used by Chinese vehicles 
                                                      

219 “China’s Energy Policy 2012” – Government of the People’s Republic of China  
http://www.gov.cn/english/official/2012-10/24/content_2250497_2.htm  
220 Bernasconi-Osterwalder et al., Chinese Outward Investment: an Emerging Policy Framework, 158-159.   
221 Joseph S. Nye, “The Changing Face of Energy Security”, Daily Times, August 14, 2007.  
222 Cynthia Arnson and Jeffrey Davidow, “China, Latin America and the United States: the New Triangle”, 
(Washington, DC: Woodrow Wilson International Center for Scholars, Institute of the Americas and 
Institute of Latin American Studies ILAS –Chinese Academy of Social Sciences –CASS, 2011), 5. 
223 Due to the fact that the burning of coal affects both people and the environment, by releasing enormous 
amounts of carbon dioxide and particles that affect people who reside nearby the mines and power plants.   
See Caleb O’Kray and Kang Wu, “Biofuels in China: Development Dynamics, Policy Imperatives, and 
Future Growth”, in Report of the International Association for Energy Economics (2010), 21-24. 

http://www.gov.cn/english/official/2012-10/24/content_2250497_2.htm
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in the form of CO2 emissions, the “primary sources of urban air pollution” in the PRC in 
2009 and 2010, when the country became the world’s top vehicle producer and vehicle 
sales reached global records.224 Thus, since the turn of the century, renewable alternative 
energy resources, such as biofuels, have been paid increasing attention in China, 
simultaneously considered “the world’s largest carbon emitter and the largest investor in 
green energy.”225  

Thus, Chinese interest in renewable, less-polluting energy sources in its transition 
to a low-carbon economic system could open a window of opportunity for biofuels, of 
which Brazil and Argentina are leading producers and exporters. Brazil is the world's 
second largest producer of ethanol –cheaper than gasoline and used in its domestic fleet 
of “Flex” fuel cars– 226 and, until 2010, the largest exporter in the planet (currently 
replaced by the US), while Argentina is the largest exporter and third largest producer of 
biodiesel worldwide. In addition to that, and together with China, these countries are 
members of the Global Bioenergy Partnership (GBEP).227  

Renewable energy resources offer a double advantage vis-à-vis conventional 
energy: on the one hand, they contribute to reduce the carbon intensity of the Chinese 
economic model –thus attenuating environmental degradation and reducing pollution– 
and, on the other hand, they reduce China’s dependence on oil –oil that needs to be 
imported. In the PRC, renewable energy has long been led by hydropower, wind and 
solar energy facilities. However, and in order “to deal with fuel shortage, energy security, 
and air quality issues, the Chinese government began promoting biofuels in 2000.”228 

Since then, biofuels –especially ethanol and biodiesel– have been growing in 
importance, although their development is still incipient. Indeed, “China has already 
solidified itself as a major world player in biofuels, trailing only behind Brazil and the US 
in net biofuel production and consumption.”229 It is worth noting that, while the PRC 

                                                      

224 Weizheng Wu, “Car emission becomes major cause of air pollution”, People’s Daily, December 21, 
2011.  
http://english.peopledaily.com.cn/90882/7683695.html (accessed December 21, 2011). 
225 “China and the environment: the East is grey” – The Economist – August 10, 2013.  
http://www.economist.com/news/briefing/21583245-china-worlds-worst-polluter-largest-investor-green-
energy-its-rise-will-have (accessed August 11, 2013). 
226 Brazilian “Flex” fuel cars, are capable of running on ethanol and petrol with a mandatory blend of 20-
25 percent of ethanol in petrol. The ethanol blend became mandatory in Brazil following the 1973 oil crisis. 
In 1979, cars able to run into neat, hydrated ethanol also become available. Today, Brazil has the largest 
fleet of “Flex” fuel cars in the world. See also: Joe Leahy, “Biofuels: Ethanol producers look to cash in 
on US need” – Financial Times – September 12, 2012.  
http://www.ft.com/intl/cms/s/0/ace68144-f8d4-11e1-8d92-00144feabdc0.html#axzz2H6czGVoC    
227 The Global Bioenergy Partnership (GBEP), established in 2006 in New York, brings together public 
decision-makers, representatives of the private sector and civil society, and international agencies (with 
expertise in bioenergy). The GBEP seeks to foster the development and commercialization of renewable 
energy by supporting “wider, cost effective, biomass and biofuels deployment, particularly in developing 
countries where biomass use is prevalent.”  
See: http://www.globalbioenergy.org/aboutgbep/partners-membership/en/  
228 “China Biofuels Activities” – APEC Biofuels – APEC            
http://www.biofuels.apec.org/me_china.html  
229 O’Kray and Wu, “Biofuels in China: Development Dynamics, Policy Imperatives, and Future Growth”, 
21. 

http://english.peopledaily.com.cn/90882/7683695.html
http://www.economist.com/news/briefing/21583245-china-worlds-worst-polluter-largest-investor-green-energy-its-rise-will-have
http://www.economist.com/news/briefing/21583245-china-worlds-worst-polluter-largest-investor-green-energy-its-rise-will-have
http://www.ft.com/intl/cms/s/0/ace68144-f8d4-11e1-8d92-00144feabdc0.html#axzz2H6czGVoC
http://www.globalbioenergy.org/aboutgbep/partners-membership/en/
http://www.biofuels.apec.org/me_china.html
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“has dabbled in biofuel production for the past two decades”230, “with oil imports surging, 
private car use soaring and the costs of environmental pollution mounting, a domestic 
biofuels industry seemed an attractive option for Beijing.”231 However, this was hindered 
by China’s severe limitations in the availability of arable land, food security concerns232 
and water scarcity,233 which have “stymied biofuel production in China”234 and prevented 
the domestic expansion of biofuel production, in spite of demand being steadily on the 
rise. Therefore, it was necessary to go abroad to obtain the biofuels needed to satisfy 
domestic demand and, for the last few years, “China’s strong import demand” has been 
fuelling biofuel production and exports from mainly Asian countries and the US.235 

This study argues that China’s rising biofuel demand and the importance that 
these fuels –especially, biodiesel– have for the transportation sector –with gasoline prices 
in China having “risen by nearly 50% from 2009 and have almost tripled since 2000” as 
of 2012236– open a window of opportunity for Brazilian and Argentine biofuels to be 
exported to the PRC, given that both Brazil and Argentina are top producers and 
exporters of sugar cane-based ethanol and soybean oil-based biodiesel. Moreover, it 
needs to be emphasized that their biofuels are of superior quality –i.e., both of them have 
higher energy content, and Brazilian ethanol has been granted the status of 
“advanced biofuel” by the US Environmental Protection Agency (EPA, 美國國家環境

保護局 ) since February 2010– that both those domestically produced in China –where 
ethanol is obtained from food grains (corn and wheat), non-grain feedstock (such as 
sweet sorghum) and cellulosic ethanol (2nd generation biofuels); and biodiesel made from 

                                                      

230 Ibid., 21. 
231 “Biofuels – At What Cost? Government Support for Ethanol and Biodiesel in China,” report prepared by 
the Global Subsidies Initiative of the International Institute for Sustainable Development (November 2008): 
1-2. 
232 In China, and for obvious reasons, food security has priority over energy concerns. Thus, biofuel 
development should not compete with crops intended for human consumption and land used for (food or 
feed) crop production). 
“Gain Report 12044: China: Biofuels Annual,” US Department of Agriculture (July 2012), 2.  
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Beijing_China%20-
%20Peoples%20Republic%20of_7-9-2012.pdf   
233 Although all three countries are among the largest in the world (with China being the 4th, Brazil the 5th 
and Argentina the 8th), only the last two have enough arable land to devote to biofuel production without 
their food security being jeopardized or facing severe environmental consequences (except deforestation, 
mainly in the case of the Amazon region, in Brazil). 
234 See note 232 above.    
235  Such as cassava-based ethanol and palm oil-based biodiesel from Thailand, Indonesia and other 
countries in South East Asia. See “Thailand to export ethanol to China” –Biofuels Digest–October 27, 2011. 
http://www.biofuelsdigest.com/bdigest/2011/10/27/thailand-to-export-ethanol-to-china/  
Sakchai Preechajarn Ponnarong Pasertsri, “Thailand Biofuels Annual”, GAIN Report No. TH2064, USDA 
Foreign Agricultural Service, June 29, 2012: 5-7. 
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Bangkok_Thailand_6-29-
2012.pdf  
“Indonesia Biofuel Activity” – APEC Biofuels – APEC. http://www.biofuels.apec.org/me_indonesia.html 
236 “Chinese fuel prices continue record rise” – Los Angeles Times – March 12, 2012.  
http://articles.latimes.com/2012/mar/20/business/la-fi-mo-china-gas-20120320  

http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Beijing_China%20-%20Peoples%20Republic%20of_7-9-2012.pdf
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Beijing_China%20-%20Peoples%20Republic%20of_7-9-2012.pdf
http://www.biofuelsdigest.com/bdigest/2011/10/27/thailand-to-export-ethanol-to-china/
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Bangkok_Thailand_6-29-2012.pdf
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Biofuels%20Annual_Bangkok_Thailand_6-29-2012.pdf
http://www.biofuels.apec.org/me_indonesia.html
http://articles.latimes.com/2012/mar/20/business/la-fi-mo-china-gas-20120320
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“used/waste kitchen oil or residue from vegetable oil crushers”237– and those that the 
PRC imports from other countries –including corn-based ethanol from the US (more 
expensive to grow and to refine than Brazilian sugar cane-based ethanol –since corn’s 
starch needs to be first converted into sugar– and with a lower area/production yield)238 , 
cassava-based ethanol from Thailand or palm oil-based biodiesel from Indonesia or 
Malaysia.   

China’s renewable energy policy has been evolving for the last few years, with 
the first references to biofuel development having been included in the dispositions on 
energy technology contained in the “National High Technology Research and 
Development Initiative” (国家高技术研究发展计划, or國家高技術研究發展計劃 ) of 
March 1986 –which would become known as “Plan 863” (863計劃 )– and also in the 
“Special Energy Plan” of 2000, as mentioned earlier in the petroleum policy section.  

Biofuel policy was further developed in the “Bioethanol Utilization Plan” 
contained in the 10th Five-Year Program (2001-2005), promulgated in March 2001, 
contained specific dispositions on biofuels. The program proposed the development of 
petroleum substitutes and explicitly mentioned ethanol as an alternative, while the Plan 
was a pilot program that established “a legal system for biofuels [ethanol production, 
transportation and sales] and for the relevant raw materials required.”239 Along the same 
lines, the State Council launched the “Fuel Ethanol Program”, which regulated the 
establishment of four ethanol refineries and the distribution of E10 (through two of its 
NOCs, CNPC and Sinopec) in 9 provinces (detailed below), in April of the same year. 
This program also promoted the production of ethanol through a series of measures such 
as “free income tax, VAT refunding and fiscal subsidies.”240  In this regard, Zhu has 
pointed out that, due to its increasing environmental awareness and its need to seek more 
efficient energy use, “China is very interested in emulating Brazil’s success in using 
ethanol. From 2000 to 2005, China developed ethanol production capacity of a million 
tons per year –which it plans to double by 2010.”241   

In March 2002, the government “began to enforce the ‘Law Concerning Testing 
for the Extensive Use of Ethanol Blended Gasoline for Automobiles’, launching a 
model to introduce E10 into strategic areas of China.”242 Along the same lines, the 2003 
“Nine-Point Strategy” highlighted the importance of developing substitutes to oil, in 
order to reduce the over-reliance on petroleum.  

                                                      

237 Ryan Scott and Junyang Jiang, “China- Biofuels Annual”, GAIN Report No. 12044, USDA Foreign 
Agricultural Service, July 9, 2012: 2-4.   
238 Don Hofstrand, “Brazil’s Ethanol Industry: comparison of Brazil and the US Ethanol Industries” AgDM 
Newsletter (January 2009).   
http://www.extension.iastate.edu/agdm/articles/hof/HofJan09.html  
239 Ibid. 
240 “China Biofuels Activities” – APEC Biofuels – APEC            
http://www.biofuels.apec.org/me_china.html 
241  Zhiqun Zhu, China’s New Diplomacy: Rationale, Strategies and Significance (Farnham, England: 
Ashgate Publishing Ltd., 2010): 84.  
242 O’Kray and Wu, “Biofuels in China: Development Dynamics, Policy Imperatives, and Future Growth,” 
22.   

http://www.extension.iastate.edu/agdm/articles/hof/HofJan09.html
http://www.biofuels.apec.org/me_china.html
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In February 2004, the “Regulations Concerning the Conduct of Testing for the 
Extensive Use of Ethanol Blended Gasoline for Automobiles” were announced.243  

In 2005, China became the 3rd largest country in the world (after Brazil and the 
USA) in producing ethanol for automotive use.244 In December that year, the NDRC 
launched a Committee on Petroleum Alternative Energy Strategy Research, which 
was also reflected on the 11th Five-Year Plan (2006-10), where clear guidelines were 
provided concerning alternative fuels for replacing coal, oil, and natural gas. The 
guidelines called for accelerating the introduction of biofuels and promoting methanol by 
utilizing by-product gases available from industrial processes.  

In 2006, China’s “new energy security concept” was put forward by the 
government and the Law of the PRC on “Renewable Energy” –prioritizing renewable 
energy generation, exploitation and employment– took effect. It was also this year that 
China released its 1st national climate change plan with the objective of slowing the 
growth of greenhouse gas emissions.245 It was also in 2006 that, after having fostered 
ethanol for a considerable number of years, the Chinese government took “some initial 
steps toward biodiesel promotion by setting up a “Special Development Fund to 
encourage Research, Development and Production.”246 

The following year, 2007, the Medium and Long-Term Development Plan for 
Renewable Energy247 was promulgated and, towards the end of the year, the White 
Paper on China’s Energy Conditions and Policies set minimal environmental pollution 
as a goal, to which less-polluting biofuels can make a significant contribution. For 
instance, it has been pointed out that “soybean-based biodiesel… is much more 
renewable and cleaner than conventional diesel” with considerably lower emissions, but –
in terms of cost assessment – the lack of government subsidy means that the cost of 
domestically produced Chinese biodiesel is significantly higher price than regular 
diesel.248 

It had been in March 2007, China had taken part of the launching of the 
“International Biofuels Forum” (IBF) at the UN headquarters in New York. The IBF 
was a joint project of the PRC, the US, Brazil, India, South Africa, and the European 

                                                      

243 Ibid., 21-23.   
244 Robert E. Ebel, Energy and Geopolitics in China: Mixing Oil and Politics (Washington, D.C.: Center 
for Strategic and International Studies, 2009): 61. 
245 Joanna Lewis, “China’s Strategic Priorities in International Climate Change Negotiations,” Washington 
Quarterly 31, No. 1 (Winter 2007-08): 155 
246 O’Kray and Wu, “Biofuels in China: Development Dynamics, Policy Imperatives, and Future Growth,” 
22.   
247 Chang Shiyan, Zhao Lili, Govinda R. Timilsina and Zhang Xiliang, “Development of Biofuels in China: 
Technologies, Economics and Policies,” World Bank Policy Research Working Paper 6243 (2012), 1-5.  
http://wwwwds.worldbank.org/external/default/WDSContentServer/IW3P/IB/2012/10/17/000158349_2012
1017152604 /Rendered/ PDF/wps6243.pdf    
248 Zhiyuan Hu, Piqiang Tan, Xiaoyu Yan, Diming Lou, “Life cycle energy, environment and economic 
assessment of soybean-based biodiesel as an alternative automotive fuel in China”, in Energy 33, No. 11 
(November 2008): 1654–1658. 
 

http://wwwwds.worldbank.org/external/default/WDSContentServer/IW3P/IB/2012/10/17/000158349_20121017152604%20/Rendered/%20PDF/wps6243.pdf
http://wwwwds.worldbank.org/external/default/WDSContentServer/IW3P/IB/2012/10/17/000158349_20121017152604%20/Rendered/%20PDF/wps6243.pdf
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Commission –thus, an example of multilateral cooperation on biofuels (especially 
relevant in terms of Sino-American-Brazilian cooperation)– that could be defined “not 
as a new international organization, but rather a mechanism for closer coordination 
among the field’s major players to establish common standards and work towards the 
commoditization of biofuels, so that they might eventually be traded like oil”, and 
aimed at promoting the production and use of biofuels and creating a world market for 
them as alternative fuels, a “mechanism to structure the dialogue among the biggest 
producers and consumers of biofuels.” 249  At the occasion, the deputy Permanent 
Representative of China to the UN, Liu Zhenmin (刘振民, or劉振民) –who, at the time 
of writing, still occupies the position–250 noted that “the development and sustained use 
of biofuels would contribute to social and economic development and improve the 
world’s energy structure, diversifying energy sources”, adding that “it is also important 
for the international efforts aimed at mitigating climate change by reducing greenhouse 
gas emissions.”251 The IBF has been considered as the “single guiding body” of the 
biofuel industry,252 and its establishment was an early recognition that “biofuels would 
become a major commodity in the energy sector and that facilitating their development in 
a responsible way would have benefit for all segments of society.”253 Besides promoting 
the sustained production and use of biofuels, the IBF aimed at linking countries with 
agricultural potential to countries with production capacity and technology, promoting 
environmentally responsible biofuel production –i.e., taking deforestation into special 
account– and establishing partnerships.  

In March 2008, China’s 11th Five-Year Program on Renewable Energy 
Development (2011-2015) was announced, and the Policy Paper on Latin America 
was released, underlying the need to enhance technological exchanges in “energy 
conservation, bio-fuels”, which could lend feasibility to further and deeper Sino-
Brazilian and Sino-Argentine energy cooperation. 

The current 12th Five-Year Plan (2011-2015), as explained below, does not set a 
specific production target for biofuel production, but notes that the government has set a 
target to raise the percentage of non-fossil fuel energy consumption in China’s energy 
mix by 2015, which is in line with the 2012 Energy Policy Paper, which makes explicit 
mention of the need to develop biodiesel and ethanol and of China’s bilateral dialogue 
and cooperative mechanisms with Brazil and Argentina (in sections IX and IV).  

Both Brazilian and Argentine ethanol and biodiesel can be said to have 
remarkable advantages in the Chinese liquid fuel market, given that it is steadily 
expanding both for gasoline (汽油) –to which ethanol is added, in varying proportions, 
                                                      

249  “Press Conference: Launching of the International Biofuels Forum” – News and Media Division 
Department of Public Information – United Nations – March 2, 2007.  
http://www.un.org/News/briefings/docs/2007/070302_Biofuels.doc.htm  
250 “Ambassador Liu Zhenmin, DPR” –Permanent Mission of the People’s Republic of China to the UN. 
http://www.china-un.org/eng/dbtxx/lzmdsjl/  
251 Ibid.  
252 “United Nations International Biofuels Forum (IBF)” – Biofuels UK 
http://biofuel.org.uk/governing-body.html  
253 Ibid.  

http://www.un.org/News/briefings/docs/2007/070302_Biofuels.doc.htm
http://www.china-un.org/eng/dbtxx/lzmdsjl/
http://biofuel.org.uk/governing-body.html


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                                    Chapter 3  
                                                                                                                                       China’s Energy Policy 

 202 

with E-10 being the standard blend in 10 provinces and 27 cities– and for diesel (柴油) –
to which biodiesel is blended in 6 provinces, 2 direct-controlled municipalities (直轄市) 
and in an autonomous region.  

At this point, it is worth noting that, first, “the Chinese diesel market is twice that 
of the gasoline market”254 and it experiences significant growth every year and, second, 
that the PRC produces about four times more ethanol than biodiesel.255 The combination 
of these two factors would imply that Argentina –as the world’s top biodiesel exporter– 
would seem to have an a priori advantage over Brazil –which produces considerably less 
biodiesel than ethanol.  

At present, the Chinese government –which dominates ethanol production– makes 
it mandatory to blend 10 percent of ethanol with petrol (the so-called E-10) in 6 
provinces, strategically selected due to their proximity to the grain production areas, as 
well as promoted in another 4 provinces. Ethanol is mandatory in the North-Eastern 
province of Heilongjiang (黑龙江省, or 黑龍江省, one of the richest provinces in China 
in terms of energy, mining and agricultural resources –with E-10 being used most notably 
in the capital city, Harbin [哈尔滨, or 哈爾濱], and Zhaodong [肇东, or 肇東, a county-
level city])256, the North-Western province of Henan (河南 , in which ethanol is most 
notably used in three prefecture-level cities –namely Zhengzhou [郑州, or鄭州, capital of 
the province a prefecture-level city that has been defined as one of China’s “emerging 
megalopolises”]257, Luoyang [洛阳, or洛陽 ], and Nanyang [南阳, or 南陽]),  as well as 
in Jilin (吉林省 ), Liaoning (遼寧省), Anhui (安徽省) and in the southern province of 
Guanxi (广西省, or 廣西省).258 

The use of ethanol –with different blends– is also mandatory in 27 selected cities 
in the provinces of Hebei (河北省, 6 cities), Hubei (湖北省, 9 cities), Shandong (山东省, 
or山東省 , 7 cities), and Jiangsu (江苏省, or 江蘇省, 5 cities).  

 As regards biodiesel –in which the private sector predominates, it is promoted in 
the provinces of Jiangsu (which, as aforementioned, also promotes ethanol), Fujian (福建

                                                      

254 O’Kray and Wu, “Biofuels in China: Development Dynamics, Policy Imperatives, and Future Growth,” 
22.  
255 In 2011, ethanol production almost reached 1.8 million metric tones (mmt), while that of biodiesel was 
0.5 mmt. 
256 Shiyan Chang, Lili Zhao, Govinda R. Timilsina and Xiliand Zhang, “Development of Biofuels in 
China”, Policy Research Working Paper 624 (Washington, DC: World Bank, 2012): 4-5.  
257 In July 2012, a report by the Economist Intelligence Unit pointed out that “China will see its number of 
megalopolises grow from 3 in 2000 to 13 in 2020.” Zhengzhou was included in the list as one of the “13 
emerging megacities or megalopolises in China.” For the purposes of this research, it is important to 
highlight that this justifies in part the focus being paid to the energy challenges and needs that the 
transportation sector in these cities is already facing and which will only further deepen in the next few 
years, and the role that oil and biofuels could play with regard to it.  
See: “Supersized cities: China’s 13 megalopolises” – The Economist – July 2012.  
https://www.eiu.com/public/topical_report.aspx?campaignid=Megalopolis2012   
258 Scott and Jiang, “China- Biofuels Annual”, 3. 

https://www.eiu.com/public/topical_report.aspx?campaignid=Megalopolis2012
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省), Sichuan (四川省), Hainan (海南省, since 2011), Anhui (安徽省),  and Guizhou (貴
州省),  as well as in the Autonomous Region of Xinjiang (新疆维吾尔自治区 , or新疆

維吾爾自治區) and the direct-controlled municipalities (直轄市) of  Chongqing (重庆, 
or 重慶)  and Shanghai (上海).  

Production of these biofuels is another aspect that should be taken into special 
consideration: as regards ethanol, and in spite of the fact that, first, the PRC is currently 
the third-largest ethanol producer in the world –behind Brazil and the US– and that, 
second, China does not mandate nationwide ethanol blending, China’s ethanol production 
target is not currently reached. 259  By promoting ethanol as a gasoline blend, China 
initially aimed to make use of its surplus in grain, which accounted for more than 10% of 
total grain production. At present, China has 5 ethanol-producing plants that are run by 
SOEs –with 4 of these state-run ethanol refineries (Henan, Anhui, Jilin and Heilongjiang) 
using corn (80%), wheat  or sweet sorghum, while the remaining plant uses non-grain 
tuber (cassava, 木薯)– and which are working “almost at full capacity”.260 In spite of this, 
the Chinese government is unwilling to approve additional land use for expansion and 
even prohibiting the private sector from importing ethanol.261 The ethanol refineries can 
only sell their production to the NOCs (Sinopec and CNPC), which blend it with gasoline 
and distribute the E-10 to gas stations. The USDA report notes that “fuel ethanol 
production runs in tandem with the mandated use (or planned consumption) prescribed by 
the government.” 262  Furthermore, since the 2008 crisis, the government has been 
lowering the financial support that –in the form of subsidies– provides for ethanol 
production. Rising food prices made the Chinese government to stop approval of new 
fuel ethanol plants in 2005. As a result, the production targets in the 11th Five-year plan 
(2005-2010) were not reached.  

On the other hand, biodiesel refineries can be either state-owned or private-
owned –as most are, with even several plants belonging to foreign enterprises. Since 
2006, numerous plants have been opened and “dozens of biodiesel projects are under 
construction or in planning stages.”263 In the case of Argentine soybean-based biodiesel –
being the world’s third largest producer of the biofuel’s raw material, soybeans (with 
China being the fourth producer, but having the largest population)–264 its exports to 

                                                      

259 It is important to note that most of the production is used by the beverage industry. 
260 The four original ethanol-producing plants are run by the Chinese government –for instance, the NOCs 
Sinopec and CNPC, as well as the SOE China National Cereals, Oils and Foodstuffs Corp. (COFCO, 中粮

集团有限公, or 中糧集團有限公司) is a stakeholder in the refineries in Heilongjiang, Jilin, Anhui and 
Guangxi, while the refinery in Henan province is partially owned –and controlled – by Tianguan Group 
(which has majority stakes on it). See 
http://www.cofco.com  
261 O’Kray and Wu, “Biofuels in China: Development Dynamics, Policy Imperatives, and Future Growth,” 
2-3. 
262 Ibid. 
263 “China Biofuels Activities” – APEC Biofuels – APEC            
http://www.biofuels.apec.org/me_china.html 
264 “Soybeans & Oil Crops–Trade”–USDA Economic Research Service (October 2012)  
http://www.ers.usda.gov/topics/crops/soybeans-oil-crops/trade.aspx  

http://www.cofco.com/
http://www.biofuels.apec.org/me_china.html
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China could be said to have a promising future, due to the fact that, first, biodiesel 
development and production face a number of constraints in China –which, as 
aforementioned, is more focused on ethanol production– and that rising demand for 
biodiesel cannot be currently met in spite of the fact that, since May 2006, the 
government has established a “special promotion fund” to encourage research, 
development and production of biodiesel.265 O’Kray and Wu point out that “commercial 
biodiesel production will continue to lag behind commercial ethanol production until it 
achieves greater state backing (both political and financial) and until biofuel science 
discovers an optimum feedstock for profit and energy efficiency.”266 

All this would favour Argentine and Brazilian biodiesel exports to China, given 
that Argentine biodiesel is readily available. Although the EU is today the largest buyer 
of Argentine biodiesel, China could also become an export destination, if the Chinese 
central authorities were to authorize imports and the Argentine government was to adopt 
a more coherent policy –as explained in further detail in Chapter 5, Argentina’s biofuel 
policy suffers from a lack of coherence between the making of the policy and its 
implementation 267 , the opposite case of Brazil –which zero-export tariff benefits 
Brazilian producers.      

Immediate availability of biodiesel and the possibility of expanding production 
capacity certainly favours both Brazil and Argentina, especially considering that it will 
take several years until China’s energy forestry (the so-called “energy trees” that bear oil 
nuts for biodiesel production) several Chinese governmental agencies (such as the State 
Forestry Administration–SFA, 中国林业网 , or 中國林業網) and SOEs have begun 
planting –in order to develop biodiesel feed stock– reach a growth stage suitable for 
industrialization of biodiesel production.268  

 
Their low biodiesel domestic demand and consumption also favour these 

countries – particularly Argentina, which exports almost all of its production to the EU. 
Additionally, the price control of transportation fuel imposed by the Chinese government 
implies that, today, in China, there is a fixed price ceiling for domestic biodiesel –which 
has higher production costs than regular diesel– plus the fact that there are no government 
subsidies for biodiesel production. Thus, it has been reported that some Chinese biodiesel 
producers have stopped their operations.  

Also, and due to scarcity of feed stocks for biodiesel production, the use of 
biodiesel for transportation fuel nationwide is not mandatory –only voluntary and only in 
certain provinces with pilot projects (such as Hainan, 海南省)–269 which means that 
                                                      

265 O’Kray and Wu, “Biofuels in China: Development Dynamics, Policy Imperatives, and Future Growth,” 
22. 
266 Ibid., 24. 
267 Succinctly put, the policy making fostered Argentina’s biofuel industry. The success it experienced was 
so remarkable that, only a few years after having been put in place in 2007, the country was already a major 
producer and the world’s top exporter. This led the government to increase the preferential tax on biodiesel 
exports from 14% to 24.2 % in August 2012 in order to increase its revenues, but it did so at the expense 
of the profitability of the producers, thus inflicting them severe damage and putting the industry in jeopardy.     
268 Ibid. 
269 USDA “Gain Report 11039: China: Biofuels Annual,” 2-6. 
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biodiesel production will continue to lag behind that of ethanol, until and unless the 
government increases its support of it.  

 
As regards the current 12th Five-Year Plan (2011-2015), there is no specific 

production target for fuel ethanol or biodiesel production for the period. The Chinese 
government set a target to raise non-fossil fuel energy consumption to 11.4% of the 
energy mix by 2015. In recent years, China has been actively experimenting with non-
grain feed stocks –such as cassava and sweet sorghum– for ethanol production, as well 
as partnering with international organizations on research and development of cellulosic 
ethanol. It is probable that sugar-cane based Brazilian ethanol will have its opportunity in 
the near future: if China and Brazil were to proceed further with their energy cooperation, 
Brazilian production could be expected to increase and Brazilian exports to rise and, 
potentially, to be redirected from the US and other export destinations to the PRC.  

3.4. Chronological Analysis 

 This section succinctly examines, on an annual basis, the major developments that 
have taken place throughout the observed period. Succinctly put, it can be seen how the 
China has imported more oil from Brazil than from any other Latin American country for 
most of the years examined (2000, 20001, 2002, 2004, 2005, and 2010. Brazil has 
consolidated itself as the largest oil supplier to China for 6 of the observed years –either 
alternating with Argentina between 2000 and 2006 (ranking first every year except 2003 
and 2006), and ranking behind Venezuela from 2007 to 2009, to regain the top position in 
2010, when its off-shore oilfields entered production. As regards Argentina, it was 
China’s largest supplier in 2003 and 2006 –when it accounted for 5.5% of the PRC’s total 
imports, but fell behind Brazil and Venezuela from 2007 to 2010, ranking third.  

Figure 3.3– China’s Petroleum Imports from Brazil and Argentina 2000-2010 

 
Source: Compiled by author, based on data from the Observatory of Economic Complexity  
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                            Massachusetts Institute of Technology (MIT) and UN COMTRADE 

                            http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2000/ and  

                http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2010/ 

 

Figure 3.4–Percentage (%) of Crude Petroleum in Brazil’s and Argentina’s Total Exports to China   

 
Source: Compiled by author. 

             Based on data from the Observatory of Economic Complexity  

    Massachusetts Institute of Technology (MIT) and UN COMTRADE 

            http://atlas.media.mit.edu/explore/tree_map/export/bra/chn/show/2000/ and  

 http://atlas.media.mit.edu/explore/tree_map/export/bra/chn/show/2010/; 

 http://atlas.media.mit.edu/explore/tree_map/export/arg/chn/show/2000/ and       

 http://atlas.media.mit.edu/explore/tree_map/export/arg/chn/show/2010/  

**In 2010, Brazil exported 1 more Billion (US$ 4.1 bn) to China than Venezuela (US$           

3.1 bn) Source: http://atlas.media.mit.edu/explore/tree_map/export/ven/show/2709/2010/       

2001-2004 and 2006 as quoted in Oviedo, Table 10 (pages 435 and 454), based on  

INDEC, Centro de Estudios para la Producción, Ministerio de Economía y Producción 
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In 2000, the first year of the observed period, the price of oil was US$ 2760 a 
barrel270, and China’s top suppliers at the global level were Angola (accounting for over 
half –55%– of China’s total oil imports), Indonesia (27%), Russia (7.6%), Australia 
(6.8%) and Nigeria (6.5%).  Brazil was the PRC’s main Latin American supplier, 
accounting for 1% of Chinese imports, a low percentage but still higher than any other 
country in the region. Argentina ranked second. This year, Sino-Argentine trade would 
surpass US$ 2 billion, but there was no interaction between the oil companies of these 
countries, nor oil agreements. Also in 2000, the China University of Petroleum (CUP,
中国石油大学 , or 中國石油大學 ) was “put under the Ministry of Education’s 
administration by CNPC and found graduate school approved by the former in June of 
the same year.”271  In terms of presidential diplomacy, it is worth noting that Argentine 
President de la Rúa (德拉魯阿 ) paid a State visit to President Jiang in September of this 
year.  

In 2001, with oil at US$ 2312 a barrel272, Angola decreased its share in China’s 
total oil imports but nevertheless maintained its position as top oil supplier of the PRC, 
followed by Indonesia (21%), Russia (13%), Malaysia (7.4%), and Australia (7.2%). Just 
like the previous year, Brazil led the rank of China’s Latin American suppliers, almost 
doubling its share in Chinese total oil imports compared to the previous year (but still 
representing only a mere 1.9%, for a value of US$ 0.040 bn), and Argentina was the 
second largest supplier from this region (with 1%, US$ 0.022 bn). Both countries were 
visited in April 2001 by President Jiang and Chairman of the NPC Standing Committee, 
Li Peng (李鹏), continuing the “presidential diplomacy” that had been started by former 
President Yang in 1990 and by Jiang himself in his 1993 visit to Brazil. In Argentina, the 
Chinese president signed the Agreement on Bio-engineering and Bio-safety and the 
Agreement on Legal Assistance in Civil and Commercial Affairs with his Argentine 
counterpart, President de la Rúa. In that occasion, Jiang made three proposals: first, to 
strengthen high level visits and exchanges (i.e., intensifying presidential diplomacy), and 
to do so at different levels (multilayered); second, to foster the steadily growing bilateral 
trade, open mutual investments, upgrade economic exchanges and promote scientific and 
technical cooperation and, third, to strengthen cooperation and consultation in 
international affairs.273  

It was at the end of this year, during the 4th Ministerial Meeting of the WTO, held 
in Doha, Qatar, that the Chinese delegation was extended the WTO resolution, to allow it 
to formally access the WTO, which, having received almost immediate acceptance on 

                                                      

270 “OPEC Basket Price: Oil Barrel Yearly Basket Price” – OPEC – June 2013. 
http://www.opec.org/opec_web/en/data_graphs/40.htm  (accessed June 30, 2013) 
271 The university, founded in 1953 under the original name Beijing Petroleum Institute, was renamed in 
1988 and given its present name (University of Petroleum, 中国石油大学, or 中國石油大學). In October 
2003, the Ministry of Education and the four NOCs signed an agreement of co-establishing a second 
campus. 
http://www.upc.edu.cn/ 
272 “OPEC Basket Price: Oil Barrel Yearly Basket Price” – OPEC – June 2013. 
http://www.opec.org/opec_web/en/data_graphs/40.htm  (accessed June 30, 2013) 
273 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China, 427.  

http://www.opec.org/opec_web/en/data_graphs/40.htm
http://www.upc.edu.cn/
http://www.opec.org/opec_web/en/data_graphs/40.htm
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November 11, 2001, finally took place –according to WTO rules274– a month later, on 
December 11, 2001, thus becoming the Organization’s 143rd member.275 As interestingly 
pointed out by Oviedo, China was so interested in being admitted to the WTO that the 
Standing Committee of the National People’s Congress (NPC)–which is in charge of 
granting internal legislative approval for the country’s admission to an international 
organization– delegated the power to sign the agreement on the State Council (SC), “as 
long as China’s status of ’developing country’ was maintained.”276  

WTO’s admission was part of China’s trade diversification strategy, which 
included further expansion of Chinese trade with developing and emerging markets –such 
as with the BRICs countries. Thus, and ever since being admitted to the WTO, Chinese 
authorities devoted a significant part of their efforts to actively explore trade 
opportunities in developing and emerging markets, including Latin America in general, 
and South America in particular.  Back in 2001 –and in a situation that continues at the 
time of writing– neither Brazil nor Argentina ranked among China’s top 10 trading 
partners. 277  

In terms of energy, and as aforementioned, Kong has pointed out that China’s 
accession to the WTO provoked a “historic overhaul” in China’s petroleum industry 
even before it actually happened. Indeed, between 1998-2000, the government –in an 
attempt to increase the competitiveness of the sector– decided, on the one hand, to turn 
CNPC and Sinopec into integrated oil companies (covering both upstream and 
downstream) and, on the other, to have the 4 NOCs (the main 3 plus SinoChem) listed on 
the stock markets.  

In its accession package, the PRC –a “transition economy”–278 promised to offer 
WTO members greater market access to its agriculture, manufacture and service sectors. 

                                                      

274 “Accession: Explanation – How to become a member of the WTO” – World Trade Organization 
http://www.wto.org/english/thewto_e/acc_e/acces_e.htm (accessed April 3, 2011). 
http://wto.org/english/tratop_e/envir_e/wksp_envir_apr13_e/wksp_envir_apr13_e.htm 
275 Brazil and Argentina had acceded to the WTO on January 1st, 1995.  
See “China and the WTO-Member Info” – World Trade Organization  
http://www.wto.org/english/thewto_e/countries_e/china_e.htm (accessed April 3, 2011). 
http://www.wto.org/english/thewto_e/whatis_e/tif_e/org6_e.htm (accessed April 4, 2011). 
276 Oviedo,  Historia de las Relaciones Internacionales entre Argentina y China, 427-428.  
277 Li has pointed out that China’s trade is conducted disproportionally with a small group of countries: in 
2001, China’s ten largest trading partners were: 1) Japan, 2) the US, 3) the EU, 4) Hong Kong SAR, 5) the 
ASEAN countries, 6) South Korea, 7) Taiwan, 8) Australia, 9) Russia and 10) Canada. These ten countries 
accounted for 87.3 percent of exports and 84.5 percent of imports. These numbers dropped to 80.7 percent 
and 72.3 percent by 2008, but were still much higher compared to the United States (61.4 percent and 65.9 
percent). Such heavy trade dependence exposes China to much greater risks during economic slowdowns 
resulting from systemic and structural shocks in the global economy, such as the most recent financial crisis 
in 2008.  
See Xiaojun Li, “China as a Trading Superpower”, IDEAS Report SR012 (London: London School of 
Economics and Political Science, 2012): 24-27. 
http://www.lse.ac.uk/IDEAS/publications/reports/pdf/SR012/li.pdf  (accessed May 25, 2013).  
278 Statement by H.E. Vice Minister Yongtu Long (龙永图, or 龍永圖), Head of the Chinese delegation, at 
the eighteenth session of the Working Party on China – Meeting of the Working Party on the accession of 

http://www.wto.org/english/thewto_e/acc_e/acces_e.htm
http://wto.org/english/tratop_e/envir_e/wksp_envir_apr13_e/wksp_envir_apr13_e.htm
http://www.wto.org/english/thewto_e/countries_e/china_e.htm
http://www.wto.org/english/thewto_e/whatis_e/tif_e/org6_e.htm
http://www.lse.ac.uk/IDEAS/publications/reports/pdf/SR012/li.pdf
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In order to accomplish such promise, China lowered its tariff barriers, removed nontariff 
measures and brought Chinese domestic laws, regulations and other trade-related 
measures into conformity with WTO rules. Also, on December 17, 2001, China became 
an observer of the Energy Charter Treaty (ECT) –the only interregional multilateral 
treaty specific to energy– when its application was approved by the Energy Charter 
Conference at its 9th meeting.279 The US and Venezuela are also observers to the Energy 
Charter Conference, while Brazil and Argentina are neither members nor observers.  

 As regards the impact of WTO membership on China’s soybean trade –with 
soybeans being one of the dominant exports from Brazil and Argentina and the raw 
material for biodiesel– it has been pointed out that, prior to its WTO accession, in the 
mid-1990s, China opened up its soybean market to import more soybeans to satisfy 
greater domestic demand for cooking oil. By then, soybeans had an import tariff of 144%, 
with importing licenses being required to importers and Chinese producers having the 
largest domestic demand in the world. 280 In 2000, and as part of the adjustments needed 
to gain access to the WTO, these tariffs were lowered to a mere 3%, and import quotas 
were gradually abandoned, which provoked an immediate fall in soybean prices. In 
addition to that, the nominal protections rules (NPR) fell from 44% pre-WTO accession 
to less than 15% two months before the PRC being admitted to the organization. Thus, 
soybean imports increased exponentially in China, rising from 4.3 million tons in 1999 to 
10.2 million tons in 2000 and rocketing to 14 million tons in 2001281 when, in order to 
comply with WTO rules, China fully opened its soybean market. Since 2001, then, 
China's soybean imports have increased year after year, with WTO membership enabling 
China to become fully integrated into the global market and unleashed its potential as a 
trading power.282 Soybeans from overseas flocked to the Chinese market, and “in early 
2002, immediately following its accession to the WTO, China abruptly announced new 
biotechnology regulations that disrupted surging soybean imports” 283 and, in 2003, for 
the first time, soybean imports exceeded 20 million tons, surpassing domestic output.284 
As a matter of fact, the 20.7 million tons of soybeans that the PRC imported in 2003 
constituted a “record” that allowed China to surpass the European Union (EU) and 
become the largest soybean importer in the world.285 

 
                                                                                                                                                              

China to the WTO, Geneva, September 17, 2001. 
http://www.wto.org/english/news_e/news01_e/wpchina_longstat_17sept01_e.htm  
See also: “Long Yongtu, China’s Chief Negotiator” – CCTV News –  China Central Television 
http://english.cntv.cn/program/upclose/20120319/118542.shtml  
279 See: 9th meeting of the Energy Charter Conference. 
http://www.encharter.org/index.php?id=432#c1373 
280 Li, “China as a Trading Superpower”, 24-28. 
281 Alve Fernandes et al., “Respeito á norma, protecionismo ou oportunismo: Uma análise da tomada de 
decisão chinesa no caso da soja brasileira.” 
 http://www.ifbae.com.br/congresso3/pdf/B115.PDF (accessed March 30, 2012). 
282 Li, “China as a Trading Superpower”, 24-28. 
http://www.lse.ac.uk/IDEAS/publications/reports/pdf/SR012/li.pdf  (accessed May 25, 2013). 
283 Tuan et al., “China's Soybean Imports Expected To Grow Despite Short-Term Disruptions”, 1-14.  
284 “China’s over-reliance on foreign soybeans worries farmers” – Xinhua – March 16, 2013.  
http://news.xinhuanet.com/english/indepth/2013-03/16/c_132237998.htm (accessed March 16, 2013).  
285 Tuan et al., “China's Soybean Imports Expected To Grow Despite Short-Term Disruptions”, 1-14.  

http://www.wto.org/english/news_e/news01_e/wpchina_longstat_17sept01_e.htm
http://english.cntv.cn/program/upclose/20120319/118542.shtml
http://www.encharter.org/index.php?id=432#c1373
http://www.ifbae.com.br/congresso3/pdf/B115.PDF
http://www.lse.ac.uk/IDEAS/publications/reports/pdf/SR012/li.pdf
http://news.xinhuanet.com/english/indepth/2013-03/16/c_132237998.htm
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In 2002, with oil costing US$ 2436 a barrel286, Saudi Arabia and Angola were the 
top suppliers of the PRC, with Brunei Darussalam also playing an important role.287 It 
was this year that, as noted by Wei et al., the PRC “entered a new period of economic 
growth… [with] energy demand increasing sharply” and suffered from energy supply 
shortages.288 Partially as a response, and as aforementioned, it was then that the Chinese 
government started experimenting with pilot programs of biofuels289 in a number of 
specific “demonstration districts” (cities at the provincial and urban level) with the aim 
of implementing them at the national level later on.  

On January 18, 2002, CNOOC announced that it had purchased the assets (nine 
subsidiaries) of the Spanish-Argentinean group Repsol/YPF in Indonesia for US$ 0.6 
billion ($ 0.585 billion).290  

It is also worth noting that, a few weeks before, on January 1st, Taiwan had been 
admitted to the WTO, under the name “Separate Customs Territory of Taiwan, Penghu, 
Kinmen and Matsu (Chinese Taipei, 中華臺北–臺澎金馬個別關稅領域).”291 Lastly, it 
should be mentioned that on August 30, 2002, the PRC ratified the Kyoto Protocol (京都

議定書 ), which it had signed on May 29, 1998.292  
 

In 2003, China overtook Japan as the 2nd largest consumer of oil in the world.293 
The price of the oil barrel had risen 294  to US$ 2810 and Saudi Arabia and Angola 
continued to be China’s top suppliers. It was this year that Argentina became China’s top 
Latin American supplier, although it only accounted for 0.59% (worth US$ 0.024 bn) and 
followed by Brazil (0.54%, US$ 0.022 bn). 

                                                      

286 “OPEC Basket Price: Oil Barrel Yearly Basket Price” – OPEC – June 2013. 
http://www.opec.org/opec_web/en/data_graphs/40.htm  (accessed June 30, 2013) 
287 No data could be obtained about petroleum exports from Brazil and Argentina to the PRC this year. 
288 Wei et al., Energy economics: modeling and empirical analysis in China, 30. 
289 Shiyan Chang, Lili Zhao, Govinda R. Timilsina and Xiliand Zhang, “Development of Biofuels in 
China”, Policy Research Working Paper 6243 (October 2012): 4-5. 
290 “CNOOC buys Repsol-YPF Indonesian Assets” – United Press International (UPI) – January 28, 2002. 
http://www.upi.com/Business_News/2002/01/18/CNOOC-buys-Repsol-YPF-Indonesian-assets/UPI-
41921011371341/ (accessed January 30, 2010) 
291 “Separate Customs Territory of Taiwan, Penghu, Kinmen and Matsu (Chinese Taipei) and the WTO-
Member Info” – World Trade Organization 
http://www.wto.org/english/thewto_e/countries_e/chinese_taipei_e.htm   (accessed April 3, 2011). 
292 The Kyoto Protocol was signed by Argentina on March 16, 1998 and ratified on September 28, 2001, 
while Brazil signed it on April 29, 1998, and ratified it a few days before China did, on August 23, 2002. 
For the Protocol, all three countries –China, Brazil and Argentina –are “developing countries without 
binding targets”, which are not legally bound to emission reduction targets –unlike developed countries. 
See UN Framework Convention on Climate Change  
http://unfccc.int/essential_background/items/6031.php (accessed February 28, 2012) 
293 In spite of this, China remained the third largest importer after Japan, due to the fact that China 
produced “just over 50 percent of its domestic oil requirements.” See Palacios, “Latin America as China’s 
Energy Supplier”, 170-171. 
294 “OPEC Basket Price: Oil Barrel Yearly Basket Price” – OPEC – June 2013. 
http://www.opec.org/opec_web/en/data_graphs/40.htm  (accessed June 30, 2013). 

http://www.opec.org/opec_web/en/data_graphs/40.htm
http://www.upi.com/Business_News/2002/01/18/CNOOC-buys-Repsol-YPF-Indonesian-assets/UPI-41921011371341/
http://www.upi.com/Business_News/2002/01/18/CNOOC-buys-Repsol-YPF-Indonesian-assets/UPI-41921011371341/
http://www.wto.org/english/thewto_e/countries_e/chinese_taipei_e.htm
http://unfccc.int/essential_background/items/6031.php
http://www.opec.org/opec_web/en/data_graphs/40.htm
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In terms of trade, it was in 2003 that China ranked 4th among other countries in 
the world’s international trade chart.295 China’s rapid rise as a trading power had been 
considered a global economic miracle, with FDI having played a crucial role in 
developing China’s foreign trade.  

It was in March this year that the environmental measures that the Chinese 
government had started to take resulted in the opening of the China Groundwater 
Information Center, where a national monitoring system for groundwater protection 
against pollution would be implemented. With it, China became only the third country in 
the world to have such a model, following the Netherlands and the United States.296 

In October, and as aforementioned, the PRC and seven other countries decided to 
establish the Forum for Economic and Trade Cooperation between China and 
Portuguese-speaking countries (Macao) (中國 -葡語國家經貿合作論壇 [ 澳門 ], 
or Fórum para a cooperação econômica e comercial entre a China e os países de 
língua portuguêsa [Macau]). 297  The establishment of the Macao Forum is widely 
considered to have been part of the response to the deepening of the PRC’s economic 
reform and its steadily increasing participation in global economic cooperation, essential 
for China’s future economic development. The Chinese authorities took into special 
consideration the fact that the unique economic and cultural features of Macao (Macao 
Special Administrative Region [SAR], or中華人民共和國澳門特別行政區 ) –a former 
colony of Portugal which reverted to Chinese sovereignty in December 1999298–could be 
an excellent platform to facilitate trade flows between the PRC and Portuguese-speaking 
countries, among which Brazil –with its population of around 200 million people (the 6th 
largest in the world)299– and Angola (the top supplier of crude oil to the PRC –accounting 

                                                      

295 Guoqiang Long, “China’s Policies on FDI: Review and Evaluation,” in Does foreign direct investment 
promote development, ed.  Moran, Theodore, Graham, Edward, and Blomström, Magnus (Washington, DC: 
Institute for International Economics, 2005): 322. 
296 “Tapping into Cleaner Groundwater” – China Daily – March 25, 2003.  
http://www.china.org.cn/english/environment/59527.htm (accessed September 1, 2011). 
See also: “Hydrology and Water Resources Capacity Development” – Institute for Water Education –
UNESCO – March 22, 2003.   
http://www.unesco-ihe.org/chair-groups/hydrology-water-resources/hwr-capacity-development (accessed 
September 8, 2011). 
297 See Forum for Economic and Trade Cooperation between China and Portuguese-speaking countries (中
國-葡語國家經貿合作論壇 [澳門], or Fórum para a cooperação econômica e comercial entre a China e 
os países de língua portuguêsa [Macau])  
http://www.forumchinaplp.org.mo/cn/aboutus.php (accessed September 2, 2011).  
298 Macau was placed under Portuguese administration in 1557, under King João III of Portugal. It was the 
first European settlement in the Far East and –having become a Portuguese colony in 1887– it was also the 
last European colony in Asia.  A hundred years later, in 1987, the PRC and Portugal signed an agreement 
under which Macau became the Macau Special Administrative Region (SAR), in which the “one country, 
two systems” formula would be applied for 50 years –along the lines of the Hong Kong SAR, with Macau 
enjoying from a high degree of autonomy and maintaining its legal and monetary systems, immigration and 
customs policies –i.e., a free port and independent tariff region, autonomous in everything except foreign 
affairs and defense– until 2049. The retrocession of sovereignty over Macau from Portugal to the PRC took 
place just before the beginning of the period of time examined in this research, on December 20, 1999.  For 
further details, please refer to Portal do Governo da RAE de Macau (澳門特別行政區行政公職局) 
http://portal.gov.mo/web/guest/welcomepage;jsessionid=B9778D28A57D01005F3DC6AED04BE419  
299 “Brazil” – CIA World Factbook 

http://www.china.org.cn/english/environment/59527.htm
http://www.unesco-ihe.org/chair-groups/hydrology-water-resources/hwr-capacity-development
http://www.forumchinaplp.org.mo/cn/aboutus.php
http://portal.gov.mo/web/guest/welcomepage;jsessionid=B9778D28A57D01005F3DC6AED04BE419
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for 45% of Chinese total crude oil imports in 2000 and 2003, and for 62% in 2010)300,  
and Portugal are the most important.   

The Forum also represented an attempt to facilitate trade with other Portuguese-
speaking African countries, such as Cape Verde (佛得角 ), Guinea Bissau (幾內亞比紹 ), 
East Timor (東帝汶 ), and Mozambique (莫桑比克 ). Combined, the Portuguese-
speaking countries have an overall consumer market of around 260 million people, 
spread in several of the most important regions of the world. Taking into consideration 
the comparative advantages of these countries, plus the aforementioned reasons, Chinese 
authorities considered that have great potential to improve cooperation with the PRC. 

On October 13, 2003, the ministers that were attending the Forum agreed on an 
Action Plan which, in its Articles 7.1 and 7.2, stated that the “Ministers agreed 
to strengthen exchanges and cooperation in the field of natural resources, with the aim of 
promoting sustainable management and rational use of them”, as well as that they had 
“… agreed to intensify cooperation in the area of exploration and use of natural 
resources, according to the principle of reciprocity and complementarity of 
advantages.”301 

It is worth noting that the scope of the cooperation, in subsequent meetings, 
evolved from “natural resources” (1st meeting, 2003) to “energy” (2nd meeting, 2006) 
and from it to “renewable energy and biofuels” (3rd meeting, 2010).302 

 
In 2004, amid rising oil prices (US$ 3605 a barrel)303 China surpassed Japan to 

become “the 2nd largest consuming country in the world, second only to the United 
States”304 As usual, Saudia Arabia and Angola continued to lead the rank of China’s oil 
suppliers. In Latin America, Brazil retook its position as top regional supplier (accounting 
for 3.2% of Chinese imports, worth US$ 0.210 billion) and Argentina ranked second 
(with 2.3%, US$ 0.160 bn). 

A number of important events took place in 2004, relevant for both Sino-Brazilian 
and Sino-Argentine relations. As aforementioned, and in terms of “presidential 
diplomacy”, a record number of State visits were paid during this year: both Brazilian 
and Argentine presidents visited the PRC (Lula in May –when he also attended the 
opening of Petrobras’ offices in Beijing– and Kirchner in late June), while President Hu 
                                                                                                                                                              

https://www.cia.gov/library/publications/the-world-factbook/geos/br.html (accessed June 15, 2011). 
300 “China’s Oil Imports 2010”– The Observatory of Economic Complexity – Massachusetts Institute of 
Technology (MIT) 
http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2000/  
301 “2003 Economic And Trade Cooperation Action Plan”, 1st Ministerial Meeting, Forum for Economic 
and Trade Cooperation between China and Portuguese-speaking countries (Macao) (中國-葡語國家經貿

合作論壇 [澳門])  
http://www.forumchinaplp.org.mo/en/gl2003.php (accessed April 15, 2010). 
302  The Forum’s 2nd Ministerial meeting was held in Macao in September 24-25, 2006, and the 3rd 
Ministerial Meeting in November 13-14, 2010.  
http://www.forumchinaplp.org.mo/en/gl2006.php, 
http://www.forumchinaplp.org.mo/pt/notice.php?a=20101123_01  
303 “China’s Oil Imports 2004”– The Observatory of Economic Complexity – Massachusetts Institute of 
Technology (MIT) 
http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2000/ 
304 Teng, “Democracy, Development and China Acquisition of Oil in the Third World,” 105. 

https://www.cia.gov/library/publications/the-world-factbook/geos/br.html
http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2000/
http://www.forumchinaplp.org.mo/en/gl2003.php
http://www.forumchinaplp.org.mo/en/gl2006.php
http://www.forumchinaplp.org.mo/pt/notice.php?a=20101123_01
http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2000/
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visited both Brazil and Argentina in November –as well as other South American 
countries, on occasion of attending the APEC forum in Chile. The details of Hu’s visits to 
both countries are examined in Chapters 4 and 5, but it is worth noting that the most 
important points were the recognition of the PRC’s “market economy status” by both 
Brazil and Argentina, as well as the problems and misunderstandings caused by the 
announcements of US$ 100 billion in Chinese foreign direct investment and trade until 
2010 305, the China-Brazil memorandum stating that “agreement has been reached to 
actively promote the development of the strategic partnership” 306  (which had been 
established in 1993), while the status of the China-Argentina partnership was elevated 
from “full-range cooperative” to “strategic” 307, to consolidate political and economic 
cooperation.  

It was in April, just before Lula’s first State visit to the PRC, that that Chinese 
authorities imposed an embargo to Brazilian soybeans (the “red beans” incident 
examined at length in Chapters 2 and 4), which provoked important revenue losses for 
Brazil and lasted from April to June.  

Several important events took place in the month of May: Petrobras opened its 
offices in Beijing and signed a strategic cooperation agreement with Sinopec, according 
to which both NOCs would conduct joint oil exploration, production and refining 
operations in Latin America, Africa and the Middle East,308 as examined in further detail 
in previous sections of this Chapter and also in Chapter 4. It was also this month that the 
MOU for the China-US Energy Policy Dialogue was signed in by Zhang Guobao (张国

宝, or 張國寶), Vice Chairman of China’s NDRC, and  US Secretary of Energy Spencer 
Abraham on May 24 309 in Amsterdam –where they were attending the International 
Energy Forum (IEF). Only two days later, China was accepted into the Organization of 
American States (OAS, 美洲國家組織 ) as a permanent Observer, on May 26.310  

In terms of the international expansion of Chinese NOCs, and following the 
aforementioned “oil/presidential diplomacy” visits of May, June and November, it was in 
                                                      

305 A 2008 Report by the Deutsche Bank noted that China’s “huge domestic demand for commodity 
imports, political, strategic and even economic logic would seem to make it attractive for China to invest 
directly in overseas (Brazilian) commodities sectors. Indeed, during his 2004 trip to Latin America, 
President Hu allegedly promised USD 100 bn in Chinese foreign direct investment until 2010. So far, 
Chinese ODI in Latin America, let alone in Brazil, has been disappointing.” 
See Markus Jaeger, “Dragon or giant panda? What China means for Brazil,” Deutsche Bank Reports No. 23 
(April 2008). 
http://www.dbresearch.com/servlet/reweb2.ReWEB?addmenu=false&document=PROD000000000022440
9&rdShowArchivedDocus=true&rwdspl=2&rwnode=DBR_INTERNET_EN-
PROD$NAVIGATION&rwobj=ReDisplay.Start.class&rwsite=DBR_INTERNET_EN-PROD 
306 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 458.  
307 Teng, “Hegemony or Partneship: China’s Strategy and Diplomacy Toward Latin America,” 103. 
308 “Lula to boost Brazil-China Alliance” – China Daily Mail – May 24, 2004.  
http://www.china.org.cn/english/international/96134.htm 
309 “China, US launch High level Energy Dialogue” – Xinhua – May 24, 2004.  
http://english.peopledaily.com.cn/200405/24/eng20040524_144196.html 
310 “China Opposes to Taiwan Observer Status in OAS” – Xinhua – June 7, 2004.  
http://www.china.org.cn/english/taiwan/97526.htm  (accessed June 7, 2004). 

http://www.dbresearch.com/servlet/reweb2.ReWEB?addmenu=false&document=PROD0000000000224409&rdShowArchivedDocus=true&rwdspl=2&rwnode=DBR_INTERNET_EN-PROD$NAVIGATION&rwobj=ReDisplay.Start.class&rwsite=DBR_INTERNET_EN-PROD
http://www.dbresearch.com/servlet/reweb2.ReWEB?addmenu=false&document=PROD0000000000224409&rdShowArchivedDocus=true&rwdspl=2&rwnode=DBR_INTERNET_EN-PROD$NAVIGATION&rwobj=ReDisplay.Start.class&rwsite=DBR_INTERNET_EN-PROD
http://www.dbresearch.com/servlet/reweb2.ReWEB?addmenu=false&document=PROD0000000000224409&rdShowArchivedDocus=true&rwdspl=2&rwnode=DBR_INTERNET_EN-PROD$NAVIGATION&rwobj=ReDisplay.Start.class&rwsite=DBR_INTERNET_EN-PROD
http://www.china.org.cn/english/international/96134.htm
http://english.peopledaily.com.cn/200405/24/eng20040524_144196.html
http://www.china.org.cn/english/taiwan/97526.htm
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December that Chengyu Fu (傅成玉, by then-CEO of CNOOC), observed that “It’s 
actually not easy for us [the Chinese NOCs] to find projects. The world oil industry has a 
one hundred year history. The good projects are already taken.”311 From these remarks it 
can be derived that Chinese NOC executives felt disadvantaged by their relatively late 
arrival to international mergers and acquisitions (M&A) since, in their view, the best 
assets were in the hands of foreign governments that did not allow foreign equity 
participation or the major international oil companies. Consequently, they perceived that 
they had been largely left with lower-quality assets in lower-risk countries or higher-
quality assets in higher-risk countries.  

Regarding the reactions that China’s involvement in Latin America provoked in 
the US, it is worth noting that it was also in December 2004 when, for the first time, 
American officials took into serious consideration China’s increasing interest in gaining 
access to Latin American energy assets, due to the fact that Venezuelan President Chávez 
threats to halt oil shipments to the US, the largest buyer of Venezuelan oil were attributed 
to the encouragement that having the PRC as an alternative market had given him. It was 
then that Indiana’s Senator R. Lugar, head of the US Senate Foreign Relations 
Committee ( 美利堅合眾國參議院外交委員會 ), asked the US Government 
Accountability Office (GAO) 312  for a report about the costs that a Venezuelan oil 
embargo would represent to the US. In this regard, it was noted that Chinese interest in 
Venezuela underlined Washington’s lack of attention toward Latin America, pointing out 
that “for years and years, the hemisphere has been a low priority for the U.S. and the 
Chinese are taking advantage of it.”313 This would constitute another reflection of the 
“asymmetry of attention” concept by Keohane and Nye examined in Power and 
Interdependence and that it was covered in Chapter 2 –although in this case it would 
reflect the American deficit of attention paid to the region relative to the PRC’s.   

 In terms of biofuels, it was also in 2004 that the privately-run oleo-chemicals 
plant of Wilmar International Limited (丰益国际有限公司, in China, Yihai Kerry益海嘉

里) 314 commenced operation in Shanghai. Wilmar is Asia’s largest agribusiness group 
and China’s top cooking oil supplier and produces biodiesel.315  

                                                      

311 Qiping Luo, “Fu Chengyu: The political economy of “going out cautiously [Fu Chengyu: ‘Shenyan 
Zouchuqu’ de Zhengzhi Jingjixue]”, in 21 Shiji Jingji Daobao (21st Century Business Herald), December 
29, 2004.  
http://www.nanfangdaily.com.cn/southnews/zt/2004nztk/21ren/200412290045.asp. (accessed June 30, 
2013). 
312 US Government Accountability Office (GAO) 
http://www.gao.gov/about/gglance.html (accessed June 3, 2011). 
313 Juan Ferrero, “China’s Oil Diplomacy in Latin America”, The New York Times, March 1, 2005.  
http://www.nytimes.com/2005/03/01/business/worldbusiness/01oil.html?pagewanted=print&position=&_r
=0 (accessed March 2, 2005). 
314 Wilmar International Limited 
http://www.yihaikerry.com.cn/cn/index.aspx (accessed April 30, 2011). 
315 Wilmar International Limited is one of the largest oilseed crusher; edible oils refiner (Arowana, one of 
its leading branded consumer pack oil, is believed to have a 40% market share of the Chinese market), 

http://www.nanfangdaily.com.cn/southnews/zt/2004nztk/21ren/200412290045.asp
http://www.gao.gov/about/gglance.html
http://www.nytimes.com/2005/03/01/business/worldbusiness/01oil.html?pagewanted=print&position=&_r=0
http://www.nytimes.com/2005/03/01/business/worldbusiness/01oil.html?pagewanted=print&position=&_r=0
http://www.yihaikerry.com.cn/cn/index.aspx
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In 2005, with oil costing US$ 5064 a barrel316 –and even rising to US$75 a barrel 
in mid-2005– Saudi Arabia led the worldwide top-five oil suppliers of the PRC followed 
by Angola and the UAE. In Latin America, Brazil was the main supplier (with oil exports 
worth US$ 0.540 billion and accounting for 5.5% of China’s total oil imports), and 
Argentina ranked second, accounting for 1.9% (US$ 0.190 bn) of Chinese oil imports. On 
April 25, the Chinese government had sought to reassure its neighbors and the region 
over its voracious economic growth, saying that it intended to avoid over-dependence on 
imported energy by 2020 through increased use of domestic renewable sources.317  

This study highlights three seemingly contradictory events that took place this 
year: first, the attempt by CNOOC to acquire American oil company UNOCAL in June, 
which caused so much political uproar at the US Congress that the NOC decided to 
withdraw its bid in August, the month in which the second event –the China-US Energy 
Dialogue– 318 took place, and, third, the remarks made in September by US Deputy 
Secretary of State R. Zoellick, on the one hand warning Chinese leaders against the 
“increasing signs of mercantilism” in their attempt to “lock up energy supplies” and, on 
the other, suggesting the adoption of “market strategies” in its pursue of energy security. 
These cases are succinctly examined below and also in Chapter 6.  

On June 23, CNOOC’s attempt to purchase American oil company UNOCAL 
with a record-breaking bid of US$ 18.5 billion –the largest attempted Chinese acquisition 
of a US company– failed due to US national security concerns. Indeed, on June 30, the 
US House of Representatives (美利堅合眾國眾議院 ) approved a resolution declaring 
that CNOOC’s bid could threaten the national security of the US and should be 
thoroughly reviewed by the Bush administration.319 It has been pointed out that the US 
reaction “was especially dramatic because Unocal had already agreed, on April 4, to be 
acquired by Chevron [雪佛龍 ] for $16.5 billion in cash and stock.”320 Regarding the 

                                                                                                                                                              

manufacturer of consumer pack oils (especially fats and oleochemicals), rice and wheat flour millers. See 
“Oilseeds & Grains” – Wilmar International Limited  
http://www.wilmar-international.com/our-business/merchandising-processing/oilseeds-grains/  
316 “OPEC Basket Price: Oil Barrel Yearly Basket Price” – OPEC – June 
2013.http://www.opec.org/opec_web/en/data_graphs/40.htm  (accessed June 30, 2013). 
317 “China to use renewable energy to avoid over-dependence on imports” – Renewable Energies Biomass 
News – April 25, 2005. 
http://www.renewablesb2b.com/ahk_united_kingdom/en/portal/biomass/news/show/0b115042dd978264 
318 Kong, China's International Petroleum Policy, 135-136.   
319 In addition to that, the Committee on Foreign Investments in the United States (CFIUS,  a federal panel) 
was considered to be entitled to review the bid and determine if it endangers US interests. Under these 
circumstances, on July 1 CNOOC had filed notice with CFIUS, calling on the panel to review the proposed 
acquisition. However, it was unclear by that time if the shareholders of Unocal were to prefer CNOOC’s 
US$ 18.5 bid over Chevron’s US$  16.5 billion, and also if the CFIUS would review the NOC’s bid and –if 
so– when would it do so.  
According to the Wall Street Journal, Chevron’s bid was actually higher, US$ 17.8 billion, and the US 
lawmakers even included a 120-day review for CNOOC’s bid. See Kate Linebaugh, “Congress Raises New 
Roadblock in CNOOC’s Path to Unocal Deal”, The Wall Street Journal, July 27, 2005.  
http://online.wsj.com/news/articles/SB112240969469796430  
320  “Is CNOOC’s Bid for Unocal a Threat to America?”– Knowledge @ Warthon– University of 
Pennsylvania – November 21, 2005.  

http://www.wilmar-international.com/our-business/merchandising-processing/oilseeds-grains/
http://www.opec.org/opec_web/en/data_graphs/40.htm
http://www.renewablesb2b.com/ahk_united_kingdom/en/portal/biomass/news/show/0b115042dd978264
http://online.wsj.com/news/articles/SB112240969469796430
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differences in the amounts offered, it has been pointed out by M. Meyer 321  that 
CNOOC’s offer “to pay a premium for Unocal is also noteworthy because it reveals an 
important characteristic of Chinese companies. ‘China prefers captive supply 
sources’”322, a point that is directly related to the argument made in Chapter 2 of this 
study about the “supplier-captive scheme” in which Brazil and Argentina are in their 
trade relations with China and which explains Chinese companies’ willingness to pay 
more than Western firms for the same resources.  

Taking into consideration the remarkable level of political opposition that its 
attempt found among US lawmakers –which CNOOC defined as “unprecedented,” 
“regrettable and unjustified”, in a reaction that was considered by Teng as marked by 
“irrationality” 323 that could be a barrier for China acquiring equity oil investments 
overseas and by Xia as “difficult to understand… [and] a bit difficult to swallow”324 for 
Chinese executives keen on learning Western capitalist ways of doing business, due to 
the mixing of business with politics in the US. Xia even warned that such a decision 
“may even give the Chinese government a good excuse to meddle with future U.S. 
business transactions in China.” CNOOC was clearly dissatisfied by the unpleasant end 
to its Unocal attempt, emphasized its “purely commercial objectives” and said its 
congressional critics made it difficult to accurately assess prospects for success.325  In a 
statement released on August 2, 2005, CNOOC said it was withdrawing its bid but that it 
would have raised it yet again “but for the political environment in the U.S.”326 This 
failed attempt taught the NOCs that a minority stake-taking strategy in their overseas 
expansion was more advisable, in order to avoid –or at least reduce– the political 
backlash that could be encountered overseas.327  

As aforementioned, it was in August that the US-China Energy Dialogue (part of 
the “US-China Senior Dialogue”, or US-China Strategic and Economic Dialogue –
S&ED– that Presidents Bush and Hu agreed at the 2004 APEC meeting)328 was started 
and a month later, in September, US Deputy Secretary of State R. Zoellick stated that 

                                                                                                                                                              

http://knowledge.wharton.upenn.edu/article/is-cnoocs-bid-for-unocal-a-threat-to-america/  
321 Marshall W Meyer is Tsai Wan-Tsai Professor of Management and Sociology at the Management 
Department at the Warthon School (華頓商學院) at the University of Pennsylvania (賓夕法尼亞大學) 
https://mgmt.wharton.upenn.edu/profile/1343/  
322 See Note 312 above.  
323 Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy Towards Latin America”, 106. 
324 Remarks made by Yihong Xia, assistant professor at the Warthon School, University of Pennsylvania. 
See Note 312 above.  
325 “CNOOC heeds lessons of failed Unocal bid”– Financial Times– July 23, 2012. 
http://www.ft.com/cms/s/0/bd0bc91a-d4e1-11e1-9444-00144feabdc0.html#axzz2eTaaTtFo               
“Why China's Unocal Bid Ran out of Gas” – Businessweek –August 03, 2005 
http://www.businessweek.com/stories/2005-08-03/why-chinas-unocal-bid-ran-out-of-gas 
326 “CNOOC’s Aug. 2 Press Release on Withdrawal of Bid for Unocal” – The Wall Street Journal – August 
2, 2005.  
http://online.wsj.com/news/articles/SB112298888643902543  
327 Kong, China's International Petroleum Policy, 136-137. .   
328 “US to hold Senior Dialogue with China and Strategic Consultation for Allied Partnership Talks With 
Republic of Korea” – Media Note – US Department of State – November 4, 2006.  
http://2001-2009.state.gov/r/pa/prs/ps/2006/75551.htm  

http://knowledge.wharton.upenn.edu/article/is-cnoocs-bid-for-unocal-a-threat-to-america/
https://mgmt.wharton.upenn.edu/profile/1343/
http://www.ft.com/cms/s/0/bd0bc91a-d4e1-11e1-9444-00144feabdc0.html#axzz2eTaaTtFo
http://www.businessweek.com/stories/2005-08-03/why-chinas-unocal-bid-ran-out-of-gas
http://online.wsj.com/news/articles/SB112298888643902543
http://2001-2009.state.gov/r/pa/prs/ps/2006/75551.htm
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“China’s economic growth is driving its thirst for energy” and warned that a “mercantilist 
strategy… to ‘lock up’ energy supplies around the world”329 was not ‘a sensitive path 
to achieve energy security. Instead, he highlighted that “market strategies can lessen 
volatility, instability, and hoarding. China should work with the United States and others 
to develop diverse sources of energy, including through clean coal technology, nuclear, 
renewables, hydrogen, and biofuels.”330  

Towards the end of 2005, two more events took place, one related to fossil fuels –
the China-OPEC Energy Dialogue331– and the other related to biofuels and renewable 
energy –the “Beijing Declaration on Renewable Energy for Sustainable 
Development.”332  

Indeed, it was on December 22, 2005 that the China-OPEC Energy Dialogue 
was started in Beijing, with the meeting between the NDRC Chairman Ma Kai (马凯, or 
馬凱) and the OPEC President Mr Sheikh Ahmad Fahad Al-Ahmad Al-Sabah, who 
doubled as the organization’s Secretary General and was also Minister of Energy of 
Kuwait. The Dialogue was aimed at establishing “a balanced, pragmatic framework for 
cooperation” on global energy issues, as well as at exchanging views “at all levels on 
energy issues of common interest, in particular security of supply and demand, in order to 
enhance market stability.” Framed within a producer-consumer scheme, the dialogue was 
expected to provide a “win-win” situation for both China –which was (and still is) in 
need of secure and steady energy supplies in order to maintain its economic growth– and 
the member countries of OPEC -which crude oil reserves and production are expected to 
continue growing. 

Finally, and with regard to the “Beijing Declaration on Renewable Energy for 
Sustainable Development”, it should be highlighted that it was the result of the Beijing 
International Renewable Energy Conference (BIREC)333 held in November 2005. The 
declaration noted that oil prices had doubled “in less than two years”, a fact that, in turn, 
had “increased the economic risk of relying primarily on imported energy and a volatile 
world energy market.”334 It promoted the diversification of energy portfolios and fostered 
renewable energy sources, explicitly proposing the use of liquid biofuels for the 
transport sector and for rural development. It was aimed at enhancing energy security 
and environmental aspects –such as the improvement of air quality and public health, the 

                                                      

329 Remarks by Robert B. Zoellick on his “Whither China: from Membership to Responsibility?” Report to 
the National Committee on US-China Relations, New York City, September 21, 2005 – US Department of 
State.   
http://2001-2009.state.gov/s/d/former/zoellick/rem/53682.htm  
330 Ibid. 
331 Kong, China’s International Petroleum Policy, 128.  
See also “Joint Statement of the 1st China-OPEC Energy Dialogue” – Press Release No. 24/2005 – OPEC  
http://www.opec.org/opec_web/en/press_room/1040.htm  
332 “Beijing’s Declaration on Renewable Energy for Sustainable Development” – National Development 
and Reform Commission (NDRC) – November 9, 2005.  
http://en.ndrc.gov.cn/newsrelease/t20051109_49228.htm 
333 Ibid.  
334 Ibid. 

http://2001-2009.state.gov/s/d/former/zoellick/rem/53682.htm
http://www.opec.org/opec_web/en/press_room/1040.htm
http://en.ndrc.gov.cn/newsrelease/t20051109_49228.htm
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reduction of greenhouse gas emissions and the need to counter climate change–calling to 
“substantially increase with a sense of urgency the global share of renewable energy in 
the total energy supply.” The Declaration highlighted the significant impact of 
government policies and proposed the creation of supportive policy, legal, and 
institutional frameworks to support “the commercialization and transfer of technologies 
through North-South and South-South cooperation.”335 

In 2006, oil prices kept rising, averaging US$ 6108 a barrel.336 Worldwide, and as 
usual, Angola was the PRC’s top supplier, followed by Saudi Arabia, Iran, Russia, Oman 
and Equatorial Guinea.337 In terms of Latin American supplies, Argentina was China’s 
top supplier in the region, followed by Brazil and Venezuela.338According to the BP 
Statistical review of World Energy 2007, in 2006 Latin America represented 7% of 
Chinese oil imports (262,000 bpd out of the 3.9 million b/d that China imports).339 As 
pointed out by Palacios, “China’s oil demand increased by more than 55% between 2000 
and 2006.”340  

As aforementioned, it was in January this year that the PRC’s Renewable Energy 
Law (REL) of the People's Republic of China entered into effect, emphasizing and 
supporting the sustainability of the development of the Chinese renewable energy 
industry and introducing a legal framework that set the target of renewable energy use at 
7% of total energy demand. In this regard, it should be noted that in 2010 –only four 
years after the Renewable Energy Law– it was increased to 10% by 2010 and it is 
expected to reach 15% by 2020. Later this year, in July, President Hu would put forward 
the PRC’s “new energy security concept”, examined below.  

It is worth noting that, in April this year, Zeng Gang (曾钢, or曾鋼 ), then 
Director-General of the Department of Latin American Affairs at the Ministry of Foreign 
Affairs of China (and who, in 2007, would become China’s ambassador to Argentina) 
took the initiative to invite US Assistant Secretary of State for Western Hemisphere 
Affairs T. Shannon (who, in 2009, would become the US ambassador to Brazil, a position 
that he currently holds) to visit Beijing, exclusive and solely “to discuss Latin American 
affairs,”341 for the 1st time ever. The visit took place between April 12 and April 15, and 

                                                      

335 The Declaration also noted that the expansion of renewable energy could be achieved through the 
establishment of national renewable energy industries (including small and medium enterprises), the 
attraction of private capital for renewable energy and the promotion of private sector involvement.  
336 “OPEC Basket Price: Oil Barrel Yearly Basket Price” – OPEC – June 2013. 
http://www.opec.org/opec_web/en/data_graphs/40.htm  (accessed June 30, 2013). 
337 Zhu, China’s New Diplomacy: Rationale, Strategies and Significance, 3. 
338 “China’s Oil Imports 2006”– The Observatory of Economic Complexity – Massachusetts Institute of 
Technology (MIT) and UN COMTRADE 
http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2006/  (accessed November 2, 2011) 
According to this database, in 2006 both Argentina and Brazil –in this order– ranked among the PRC’s top-
five oil suppliers, respectively accounting for 5.5% of Chinese total oil imports (worth US$ 0.890 billion) –
with Argentina ranking 4th as China’s global supplier, the highest position Argentina would reach 
throughout the observed period– and with Brazil ranking 5th and accounting for 5.2% (worth US$ 0.840 bn) 
339 Palacios, “Latin America as China’s Energy Supplier”, 171. 
340 Ibid., 170. 
341 “US Assistant Secretary Shannon to visit China” – People’s Daily – April 11, 2006.   

http://www.opec.org/opec_web/en/data_graphs/40.htm
http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2006/
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it was on April 14, 2006, that “the first consultation between China and the US on Latin 
American affairs within the framework of China-US Strategic Dialogues” was held.342 
Both Zeng and Shannon noted that they had had an in-depth exchange of comments and 
views on a wide range of subjects, including the regional situation of Latin America, their 
countries’ relations with and policies towards with Latin America, and Sino-American 
cooperation on Latin American Affairs. They also agreed to regularize the consultation 
mechanism –thus becoming what Paz has referred to as an “institutionalized dialogue.343 
Shannon highlighted that the consultation was of “help” for the US to know more of 
China’s policies toward Latin America and contributed to enhance mutual trust. It was 
believed that China and the US could carry out cooperation in Latin America, which will 
benefit China, the US and Latin America. 

According to Paz, the US-China dialogue on Latin America started just before the 
first State visit that Hu Jintao paid to the US 344 – can be considered to be an 
“extraordinary process” full of symbolic value, in which “the US is giving China ‘peer-
status treatment’ in a region that it has considered of vital interest since the Monroe 
Doctrine in 1823”, in an attempt “not to stop or contain all Chinese initiatives in the 
region but to shape them.”345 

It was also on April 2006 that China had co-hosted (with Italy) the 10th 
International Energy Forum (IEF) and the 2nd International Energy Business Forum 
(IEBF) held in Doha, Qatar.  

As regards the PRC’s “new energy security concept”, it was on July 17 that 
President Hu “expounded for the 1st time on Beijing’s international energy policy”346, 
stating that every country had “the right to make full use of its energy resources to 
promote its own development and the overwhelming majority of countries cannot ensure 
their energy security without international cooperation.”  

China’s “new energy security concept” put emphasis on common energy security 
through international cooperation in 3 key points: first, the need to “strengthen mutually 
beneficial cooperation in the development and utilization of energy resources”; second, to 
“develop a system for the research, development and diffusion of advanced energy 
technology”, and, third, to “maintain a favorable political environment for energy 

                                                                                                                                                              

http://english.people.com.cn/200604/11/eng20060411_257620.html  
342 “Chinese Director-General Zeng Gang and US Assistant Secretary Shannon Hold the First Counterpart 
Consultation on Latin American Affairs” – Ministry of Foreign Affairs of the PRC – April 14, 2006.  
http://www.fmprc.gov.cn/eng/wjb/zzjg/bmdyzs/xwlb/t246855.htm  
343 Gonzalo S. Paz, “China, United States and Hegemonic Challenge in Latin America: An Overview and 
Some Lessons from Previous Instances of Hegemonic Challenge in the Region”, in The China Quarterly 
209 (March 2012): 18-34.  
344 “President Hu arrives in Seattle for US visit”– Embassy of the People’s Republic of China in the United 
States of America – April 25, 2006.  
http://www.china-embassy.org/eng/zmgx/t248787.htm  
345 Paz, “China, United States and Hegemonic Challenge in Latin America”, 18-34. 
346 Kong, China's International Petroleum Policy, 136.   

http://english.people.com.cn/200604/11/eng20060411_257620.html
http://www.fmprc.gov.cn/eng/wjb/zzjg/bmdyzs/xwlb/t246855.htm
http://www.china-embassy.org/eng/zmgx/t248787.htm
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security and stability.347 According to Kong, “specifically, President Hu called for greater 
cooperation between energy-producing and energy-consuming nations, as well as among 
energy-consuming nations to increase global energy supplies to meet every consuming-
nation’s demand. Hu also advocated international cooperation in the development and 
deployment of all forms of advanced energy technologies that conserve and expand 
energy supplies. Mindful of the political backlash Chinese NOCs have encountered 
overseas – i.e., CNOOC’s failed bid for UNOCAL– and the challenges confronting 
China’s petroleum transport security, Hu also proposed that the international community 
work together to maintain the stability of the energy-producing countries, especially in 
the Middle East and other regions, ensure the security of international energy corridors, 
avoid interference of geopolitical disputes in global energy supply, and resolve 
differences through consultation and dialogue instead of politicizing the energy issue.  

As pointed out by a senior diplomat in Beijing, the Office of Economic 
Diplomacy and Cooperation under the Department of Policy research of the MOFA was 
the main initiator of China’s new energy security concept, because MOFA was 
“concerned about some of the negative consequences of Chinese NOCs’ aggressive 
expansion for China’s diplomacy.”348  

In September 2006, the US was overtaken by the EU as China’s largest trading 
partner 349 and, towards the end of this month, the 2nd Meeting of the China-Portuguese-
speaking countries (Macao) (中國-葡語國家經貿合作論壇 [澳門]) Forum was held in 
Macao on September 24-25.350 

In October, two important biofuels events took place in China, namely, the Asia 
Biofuels Conference and Expo IV” (ABCE) –held on October 10–12 in Beijing– and 
the Great Wall Renewable Energy Forum (GWREF) –which included a technical 
                                                      

347 Hu Jintao, written statement delivered at the dialogue meeting between leaders of G8 and developing 
countries, St. Petersburg, Russia, July 17, 2006. See Kong, China's International Petroleum Policy, 136-
137. See “World Energy Security ‘Vital for Economy’” – China Daily – July 18, 2006.  
http://www.chinadaily.com.cn/china/2006-07/18/content_642923.htm  
348  Kong, interview with a senior Chinese diplomat, Beijing, August 2, 2006. See Kong, China's 
International Petroleum Policy, 136-138.   
349 Remarks made by Xu Kuangding, chairman of the China Federation of Industrial Economics (CFIE), 
in the opening ceremony of a Sino-European economic summit. Xu said Sino-European trade, having 
reached US$ 217.3 billion, exceeded Sino-U.S. trade volume by US$ 5.7 billion, thus allowing the EU to 
surpass the US as China’s largest trading partner.  See “EU replaces US as biggest trading partner of 
China” – Embassy of the People’s Republic of China in the United States of America. 
http://www.china-embassy.org/eng/xw/t272113.htm (accessed October 5, 2010).  
350 Article 3.5 of the Action Plan devised at the meeting stated that the “Ministers agreed to support 
cooperation between companies of the countries participating in the Macau Forum in various fields of 
economic activity, particularly in the areas of infrastructure, transportation, telecommunications, energy, 
agriculture, exploration and exploitation of natural resources.” It is interesting to note that the then-Minister 
of Commerce of the PRC was Bo Xi Lai (薄熙来). On behalf of Brazil, the Plan was signed by the 
Executive Secretary of the Ministry of Development, Industry and Foreign Trade, Ivan Ramalho 
See “2006 Economic and Trade Cooperation Action Plan” – 2nd Ministerial Meeting of the Forum for 
Economic and Trade Cooperation between China and Portuguese-speaking countries (Macao) (中國-葡語

國家經貿合作論壇 [澳門]), September 24-25, 2006.  
http://www.forumchinaplp.org.mo/en/gl2006.php (accessed April 15, 2010). 

http://www.chinadaily.com.cn/china/2006-07/18/content_642923.htm
http://www.china-embassy.org/eng/xw/t272113.htm
http://www.forumchinaplp.org.mo/en/gl2006.php
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conference and trade show and was held on October 24–27. On November 13, the 
Chinese newspaper People’s Daily (人民日报) reported that, in 2006, 20% of gasoline 
consumed in China was actually a 10% ethanol-gasoline (E10) blend.351 Only a few days 
before, on November 7-9, Hart’s “5th Annual World Refining and Fuels Conference” 
had also been held in Beijing.  

In 2007, the price of oil was US$ 6908 a barrel352, but it raised significantly and, 
on October 19, it reached US$ 90 per barrel.353 This was the year that, for the first time in 
the observed period, both Brazil and Argentina were displaced by Venezuela as Latin 
America’s top oil suppliers to the PRC. Indeed, Venezuela exported oil to China for a 
total value of US$ 1.1 bn (representing 3.1% of Venezuelan oil exports, with 80% of its 
production being exported to the US for US$ 29 bn). In terms of worldwide supply, 
China’s main sources of petroleum were Saudi Arabia and Angola,354 Iran,355 Russia and 
Sudan.356 Although it had been displaced by Venezuela as China’s top oil supplier, Brazil 
accounted for 4.2% (worth US$ 0.840 bn) of Chinese total oil imports, but its importance 
as a supplier would be increased following Petrobras’ discovery of the Tupi area, in the 
Santos Basin, which would represent the beginning of “a new energy era”357 for Brazil, 
which would retake its position as Latin America’s top oil supplier to the PRC towards 
the end of the observed period. As regards Argentina, it had been displaced to the 3rd 
position in the Latin American ranking of China’s suppliers, accounting for 2.1% of its 
imports (for a total value of US$ 0.420 bn).358 

This year, China’s overseas oil production accounted for over 50% (88 million 
tons) of China’s total petroleum output.359 In other words, in 2007 more than half of 
China’s oil was imported. 360   The issue of energy conservation and efficiency was 

                                                      

351 As a matter of fact, it had been reported that the “consumption of ethanol gasoline in China will account 
for over fifty percent of total gasoline consumption by 2010, according to a plan developed by the NDRC. 
China is the world's third biggest producer and user of ethanol fuel in the world after Brazil and the 
US. It has an annual production capacity of 1.02 million tons. Ethanol gasoline consumption currently 
accounts for 20% of total gasoline consumption.” Please refer to:  “China promotes Ethanol gasoline” – 
People’s Daily – November 13, 2006. http://english.people.com.cn/200611/13/eng20061113_321020.html 
(accessed January 3, 2011). 
352 “OPEC Basket Price: Oil Barrel Yearly Basket Price” – OPEC – June 2013. 
http://www.opec.org/opec_web/en/data_graphs/40.htm  (accessed June 30, 2013). 
353 “El crudo tocó otro récord: US$ 90” – La Nación – October 20, 2007.  
http://www.lanacion.com.ar/954865-el-crudo-toco-otro-record-us-90  (accessed April 2, 2010). 
354 Winnie Zhu, “Angola Overtakes Saudi Arabia as Biggest Oil Supplier to China”, Bloomberg, April 21, 
2008.  
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aqJ3Wjxs.OWs (accessed January 3, 2011). 
355 Zhu, China’s New Diplomacy: Rationale, Strategies and Significance, 55-56.  
356 Ibid., 3, 55-56. 
357 “Our History-2007” – Petrobras  
http://www.petrobras.com/en/about-us/our-history/ (accessed May 20, 2010). 
358 Data from The Observatory of Economic Complexity – Massachusetts Institute of Technology (MIT) 
http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2007/ 
http://atlas.media.mit.edu/explore/tree_map/export/ven/show/2709/2007/   
359 Kong, China's International Petroleum Policy, 64. 
360 Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy Towards Latin America”, 105.  

http://english.people.com.cn/200611/13/eng20061113_321020.html
http://www.opec.org/opec_web/en/data_graphs/40.htm
http://www.lanacion.com.ar/954865-el-crudo-toco-otro-record-us-90
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aqJ3Wjxs.OWs
http://www.petrobras.com/en/about-us/our-history/
http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2007/
http://atlas.media.mit.edu/explore/tree_map/export/ven/show/2709/2007/
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address by President Hu in his Report to the 17th Party Congress, held on October 15-21, 
emphasizing that “a scientific, rational system for using energy and resources more 
efficiently” aimed at achieving sustainable development and conservation was “a basic 
state policy… vital to the immediate interests of the people and the survival and 
development of the Chinese nation.” 361 Thus, it was necessary to pursue a strategic 
economic restructuring and to “promote a conservation culture by basically forming an 
energy- and resource-efficient and environment-friendly structure of industries, pattern of 
growth and mode of consumption”, highlighting that the Chinese government would 
“considerably increase the proportion of renewable energy sources in total energy 
consumption” in order to “accelerate the development of a modern energy industry and a 
comprehensive transport system.” Hu also underscored the need to adopt an 
industrialization and modernization strategy based on resource-conserving and 
environment-friendly society, as well as to “improve energy, resources, ecological and 
environmental conservation.” Hu also pointed out that new policy and laws would be 
adopted –and existing ones improved– in order to promote energy, resources, ecological 
and environmental conservation, and speed up the formation of systems and mechanisms 
for sustainable development”, as well as energy conservation and emission reduction 
systems, aimed to conserving, substituting and recycling energy and resources and for 
controlling pollution, develop clean and renewable energy sources, protect land and water 
resources.”362 

 A few days later, on October 24, the Second High-level OPEC-China 
Roundtable on Energy was held in Beijing, as aforementioned.  

 The concern about environmental and energy security noted by Hu had also been 
addressed by the World Bank in its 2007 Report, noting that “China has also paid a high 
environmental premium for its growth, which has been fuelled by unsustainable, energy-
inefficient industries, leading to severe and widespread environmental problems.” The 
report highlighted that “16 of the 20 most polluted cities in the world are Chinese. If left 
unattended, these problems may seriously hamper China’s long-term development goals 
and its effort to maintain social and economic stability.”363 

In this regard –and more specifically about the environmental benefits that the 
addition of biofuels to the PRC’s energy matrix would represent, it should be mentioned 
that it was in August this year that the NDRC released the Medium and Long-Term 
Renewable Energy Development Plan364, China set production targets of 2 million tons 

                                                                                                                                                              

See also World Bank, World Development Indicators 2008 (Washington, DC: World Bank Publications, 
2008): 11-20. 
361 “Full text of Hu Jintao’s Report to the 17th Party Congress” – Xinhua (October 24, 2007): 15-17.  
http://news.xinhuanet.com/english/2007-10/24/content_6938749.htm (accessed October 24, 2007). 
362 Ibid. 
363 Xiaojun Li, “China as a Trading Superpower”, 25-30. 
http://www.lse.ac.uk/IDEAS/publications/reports/pdf/SR012/li.pdf  (accessed May 25, 2013). 
364 It has been argued that the PRC’s national strategy addressing global warming, contained in its National 
Climate Change Program, was “the first by a developing country”. 
“China issues national plan to address climate change” – Xinhua – June 4, 2007. 
http://news.xinhuanet.com/english/2007-06/04/content_6196302.htm  

http://news.xinhuanet.com/english/2007-10/24/content_6938749.htm
http://www.lse.ac.uk/IDEAS/publications/reports/pdf/SR012/li.pdf
http://news.xinhuanet.com/english/2007-06/04/content_6196302.htm
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(670 million gallons) of fuel ethanol and 200,000 tons of biodiesel (60 million gallons) 
by 2010, which would increase to 10 million tons of fuel ethanol (3.3 billion gallons) and 
2 million tons of biodiesel (600 million gallons) by 2020. The 2010 target was not met 
for ethanol but the industry met the biodiesel target by the end of 2007. As further 
examined in Chapters 4, 5 and 6, the timing is right, since similar laws and regulations 
were been considered at about the same time in Argentina, Brazil and the US.365  

It was also in March 2007 that the “International Biofuels Forum” (IBF) was 
jointly launched by the PRC, the US, Brazil, India, South Africa, and the European 
Commission at the UN headquarters in New York, as mentioned in the previous section.  

In 2008, oil price was US$ 9445 a barrel366. Worldwide, China’s top suppliers 
were Saudi Arabia, Angola, Iran, Oman, Russia and Sudan.367 Venezuela, Brazil and 
Argentina remained as top-three Latin American suppliers to the PRC. Venezuela (with 
exports to China worth US$ 3.2 bn, but with 66% of its oil exported to the US for US$ 35 
bn)368 and Brazil (4.8%, US$ 1.7 bn). Argentina ranked a distant third, with its oil exports 
to the PRC accounting for 2% of its total imports (with a total value of US$ 0.720 bn). 

Preceding sections of this Chapter have already examined some of the 
consequences of the global recession that took place this year. 369 Indeed, it was “in the 
second half of 2008 [that] gasoline prices fell due to the deepening of the financial crisis 
and associated recession.”370 As noted earlier by Kong –and unlike the collapse of oil 
prices in the late 1990s, this time Chinese NOCs were well positioned to face the 
worldwide recession, and could take advantage of the opportunity, supported by Chinese 
                                                      

365 As examined in Chapters 4-6, it was in 2007 that Brazil’s first pilot plant for 2nd generation bioethanol 
(lignocellulose ethanol) started operating. Also this year, and for the first time, Argentine biodiesel was 
exported. Lastly, several bills promoting the biofuel industry were taken into consideration in the US, due 
to rising oil prices and growing environmental concerns (to cap emissions of gases linked to global 
warming, expand the use of low-carbon vehicle fuels) with some of them requiring certain states to use 
biofuels in their state-owned fleet vehicles, in order to reduce the use of fossil fuels.  
See Ray Connolly, “API statement on Senate biofuels bill”, American Petroleum Institute, May 27, 2007.  
http://www.api.org/news-and-media/news/newsitems/2007/may-2007/api-statement-on-senate-biofuels-bill 
Leonard Anderson, “Washington state aims to build a biofuels industry”, Reuters, January 30, 2007.  
 http://www.reuters.com/article/2007/01/30/us-washingtonstate-fuel-idUSN3021191220070130 
366 “OPEC Basket Price: Oil Barrel Yearly Basket Price” – OPEC – June 2013. 
http://www.opec.org/opec_web/en/data_graphs/40.htm  (accessed June 30, 2013) 
367 Zhu, China’s New Diplomacy: Rationale, Strategies and Significance, 3.  
368 Data from The Observatory of Economic Complexity – Massachusetts Institute of Technology (MIT) 
http://atlas.media.mit.edu/explore/tree_map/export/ven/show/2709/2008/   
369 At the “China's Agricultural Development in the Past Six Decades” conference, PRC’s Minister of 
Agriculture Sun Zhengcai (孙政才) pointed out that China had not suffered the negative effects of soaring 
food prices: “In 2008, China withstood the impact of soaring global food price, which reflected the 
accomplishment of the country’s agricultural development. As a country with a 1.3 billion population, food 
security has always been the vital issue for China. China must stick to the policy of being self-sufficient in 
food supply, while using export and import for adjustment. China has found the way to ensure self-
sufficiency in food supply.” See “Minister Sun Zhengcai Attends Press Conference on China's Agricultural 
Development in the Past Six Decades”– Ministry of Agriculture of the People’s Republic of China – 
September 24, 2009.  http://english.agri.gov.cn/np/201301/t20130115_9299.htm  
370  Justine S. Hastings and Jesse M. Shapiro, “Fungibility and Consumer Choice: Evidence from 
Commodity Prices Shocks:, in The Quarterly Journal of Economics, (22 June 2013): 3-4. 

http://www.api.org/news-and-media/news/newsitems/2007/may-2007/api-statement-on-senate-biofuels-bill
http://www.reuters.com/article/2007/01/30/us-washingtonstate-fuel-idUSN3021191220070130
http://www.opec.org/opec_web/en/data_graphs/40.htm
http://atlas.media.mit.edu/explore/tree_map/export/ven/show/2709/2008/
http://english.agri.gov.cn/np/201301/t20130115_9299.htm
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state-owned banks. The resistance of the increasingly powerful Chinese NOCs, to a large 
extent, resulted in the failure of the Chinese government’s attempt to re-structure the 
architecture of China’s energy governance. 371  Indeed, and as aforementioned, the 
fluctuations of oil prices and the “the credit crunch on the international oil 
market…presented Chinese NOCs with an opportunity to take over small and medium 
cash-strapped oil companies, or to acquire assets directly from petroleum-rich 
governments that are struggling under low oil prices.”372  

Indeed, it was in 2008 that Chinese overseas investments greatly accelerated, and 
Kong notes that, while it had taken 15 years for Chinese NOCs’ total overseas investment 
to reach US$ 30 billion by 2007, this number had increased by US$ 14 billion by March 
2009. In other words, it increased 50% in only 2 years and it went up by another US$ 16 
billion by September 2009. By then, therefore, Chinese overseas petroleum investment 
has grown above US$ 60 billion –i.e., it had doubled in about 2 years. As noted in 
December by the Wall Street Journal, starting in 2008, Chinese NOCs have been 
spending more money in the acquisition of assets in North America (over US$ 44 billion) 
than any other region of the world.373 

 However, it is also important to note that the Chinese government had also been 
making domestic investments, mainly due to the need to improve the environment in 
Beijing –with measures to lower pollution including car restrictions and re-location of 
industries– which was to host the Olympic Games – defined by Paz as “China’s biggest 
public diplomacy effort in years”374– in August that year. In this regard, it is worth 
noting that, in terms of bilateral relations, it was in occasion of the Olympics’ opening 
ceremony that Brazilian President Lula visited the PRC for the second time.375 As regards 
Sino-Argentine relations, prior to the Olympics the Chinese government had decided –as 
a goodwill gesture will towards its Argentine counterpart, and considering that bilateral 
relations were experiencing some turbulence in soybeans trade that led Chinese 
authorities to brand Argentina as a “unreliable supplier” of the commodity (as examined 
in Chapter 5)– to include Buenos Aires in the itinerary of the Olympic torch relay. In this 
regard, and as explained in further detail in Chapter 5, Chinese leaders had been 
particularly worried about pro-Tibetan protests –like the ones that had taken place on 
April 6 and 7 in London and Paris376, following the 59th anniversary of the 1959 Tibetan 

                                                      

371 Kong, China's International Petroleum Policy, 10.  
372 Ibid., 67.  
373 Russell Gold and Chester Dawson, “Chinese Energy Deals Focus on North America: State-Owned 
Firms Seek Secure Supplies, Advanced Technology,” The Wall Street Journal, October 25, 2013.  
http://online.wsj.com/news/articles/SB10001424052702304682504579153350379089082?KEYWORDS=
China+oil (accessed October 26, 2013). 
374 Paz, “China and Venezuela: Oil, Technology, and Socialism”, 221-234. 
375 Unlike his previous visit in June 2003, this time it was not a State visit and was mainly due to Lula’s 
efforts to seek support for Brazil’s own Olympic Games, to take place in Rio in 2016.  
376 Qingmin Zhang, P. Hays, H. Michael Crowson, and Huajian Cai, “Patriotism, Nationalism and China’s 
US Policy: Structures and Consequences of Chinese National Identity”, in The China Quarterly 205 
(March 2011): 2-3.  
http://journals.cambridge.org/action/displayFulltext?type=1&fid=8243491&jid=CQY&volumeId=205&iss
ueId=-1&aid=8243489  

http://online.wsj.com/news/articles/SB10001424052702304682504579153350379089082?KEYWORDS=China+oil
http://online.wsj.com/news/articles/SB10001424052702304682504579153350379089082?KEYWORDS=China+oil
http://journals.cambridge.org/action/displayFulltext?type=1&fid=8243491&jid=CQY&volumeId=205&issueId=-1&aid=8243489
http://journals.cambridge.org/action/displayFulltext?type=1&fid=8243491&jid=CQY&volumeId=205&issueId=-1&aid=8243489
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uprising– would also take place in Buenos Aires when the torch was carried along its 
streets in mid-April.377  

 On November 5, 2008, President Hu Jintao revealed the program of the Chinese 
government on strategic relations with Latin America with the PRC’s Policy Paper on 
Latin America and the Caribbean.378 As pointed out by Johnson and Wasson, this was 
“the very first policy paper on Latin America” issued by the Chinese government. Its 
relevance in energy terms, according to these authors, is due to the fact that on this paper 
Beijing stated that Latin America was “being viewed from a ‘strategic plane’ and that 
China would like to ‘expand’ and ‘deepen’ resource and energy cooperation.379 The 
authors point out that, “although the document also explains that the two should strive for 
‘equality’ and ‘mutual benefit’ in trade, the likely scenario would reflect dependency 
theorists’ fears, with Latin America exporting raw materials, primarily oil, food and 
minerals to China, while China exports manufactured goods to Latin America.”380 

It was also in November that the Chinese government announced a RMB 4 trillion 
(US$ 586 billion) package aimed at stimulating the economy and protecting the country 
from a global slowdown  and “designed to provide financing to programs in areas such as 
low-income housing, rural infrastructure, water, electricity, transportation, the 
environment, technological innovation and disaster rebuilding, among others.” 381  
Indeed, the stimulus package was decided by the Chinese authorities after taken note that, 
in the third quarter of 2008, the country’s economic growth had slowed to 9%, a more 
than two points down from the 11.9 % growth that the economy had registered in the last 
quarter of 2007. Although such a growth percentage would be more than acceptable in 
any other major economy, the Chinese authorities were concerned about the social unrest 
that rising layoffs could cause. The package is widely regarded as having been the main 
reason China stood the crisis better than many other countries.382 Following the central 
government’s steps, Chinese local governments proposed an additional $ 1.4 trillion to be 
spent in 10 major areas of infrastructure projects –such as roads and transportation, low-
income housing, rural infrastructure, water, electricity, environmental and technological 

                                                      

377 Vinod Sreeharsha, “No trouble for Olympic torch in Buenos Aires, to organizers’ relief”, The New York 
Times, April 12, 2008.  
http://www.nytimes.com/2008/04/12/world/americas/12iht-12argent.11927444.html?_r=0  
378 “China’s Policy Paper on Latin America and the Caribbean” – Xinhua – November 5, 2008.  
http://news.xinhuanet.com/english/2008-11/05/content_10308117.htm   
Julio Sevares, “Argentina-China: buena relación con ‘factores no-harmoniosos’ ”, Clarín, May 30, 2010. 
 http://www.ieco.clarin.com/economia/Argentina-China-buena-relacion-factores-
armoniosos_0_271173157.html (accessed May 30, 2010). 
379 Gregg B. Johnson and Jesse T. Wasson, “China, Latin America, and the United States: the Political 
Economy of Energy Policy in the Americas”, in China’s Energy Relations with the Developing World, ed. 
A. Wenger, R. Orttung and J. Perovic (New York: Oxford University Press, 2009): 128-129.  
380 Ibid., 128. 
381 Li, “China as a Trading Superpower”, 26-28.  
382 “What the Chinese stimulus package means” – The New York Times – November 23, 2008. 
http://www.nytimes.com/2008/11/23/business/worldbusiness/23iht-yuan.3.18074260.html?_r=0 (accessed 
November 23, 2008). 

http://www.nytimes.com/2008/04/12/world/americas/12iht-12argent.11927444.html?_r=0
http://news.xinhuanet.com/english/2008-11/05/content_10308117.htm
http://www.ieco.clarin.com/economia/Argentina-China-buena-relacion-factores-armoniosos_0_271173157.html
http://www.ieco.clarin.com/economia/Argentina-China-buena-relacion-factores-armoniosos_0_271173157.html
http://www.nytimes.com/2008/11/23/business/worldbusiness/23iht-yuan.3.18074260.html?_r=0
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innovation and rebuilding from several disasters, most notably the May 12 earthquake” 
that had affected Sichuan province (四川省).383 

In 2009, the price of oil had fallen to US$ 6106 a barrel.384 According to OPEC, 
this was a result of the “oil price collapse” caused by the financial meltdown of 2008, 385  
which Kong described as having resulted in “oil demand destruction.”386 China’s top oil 
supplier was Saudi Arabia (20.5%), and it was reported that tensions were “flaring 
between the U.S. and Saudi Arabia, prompting the oil-rich desert kingdom to forger 
closer economic and energy ties with another world power: China.”387  In spite of this, 
the article noted that it was unlikely that China would replace the US as Saudi Arabia’s 
closest ally “any time soon”, in spite of the fact that “in 2009, Saudi exports to China 
exceeded those to the U.S. for the first time. That comes as U.S. oil imports are expected 
to fall overall, thanks to its own domestic energy boom.”388 Indeed, this study notes that 
trade flows or the fact that a certain country is the largest export destination of a certain 
commodity is not enough to replace other aspects of a relation, such as political, 
diplomatic and military ties. The second largest oil supplier of the PRC this year was 
Angola (15.8%), followed by Iran (11.3%), Oman, Russia and Sudan.389 In terms of Latin 
American suppliers, Venezuela (US$ 3.1bn, but with 70% of its exports directed to the 
US, with a total value of US$ 26 bn) and Brazil (5.4%, worth US$ 1.3 bn). Argentina 
ranked a distant third (accounting for 0.91%, US$ 0.220 bn, and behind Venezuela and 
Brazil.)390 

Early this year –according to Teng, “immediately after the Chinese Spring 
Festival of 2009– China’s leaders started to launch a series of State and official visits to 
the developing world,’391 in what was described by commentators as a display of “oil 
diplomacy” or “resource diplomacy”. Indeed, and while President Hu visited the Middle 
East and Africa (Saudi Arabia and 4 African nations), Vice President Xi Jinping (习近平, 
or 習近平, the incumbent President since March 2013) and Vice Premier Hui Liangyu (
回良玉, who has been one of China’s Vice Premiers since 2003 until the present, as well 

                                                      

383 “China’s 4 trillion yuan stimulus to boost economy, domestic demand” – China View – November 9, 
2008. 
http://news.xinhuanet.com/english/2008-11/09/content_10331324.htm (accessed November 10, 2008). 
384 “OPEC Basket Price: Oil Barrel Yearly Basket Price” – OPEC – June 2013. 
http://www.opec.org/opec_web/en/data_graphs/40.htm  (accessed June 30, 2013) 
385 “Annual Report 2010” – OPEC  
http://www.opec.org/opec_web/static_files_project/media/downloads/publications/Annual_Report_2010.pdf  
386 Kong, China's International Petroleum Policy, 67.  
387 Yousef Gamal El-Din, “Do Saudis have a new best friend? Don’t bet on it”, CNBC, November 11, 2013.  
http://www.cnbc.com/id/101179670  
388 Ibid.  
389 Zhu, China’s New Diplomacy: Rationale, Strategies and Significance, 3. 
390 “Saudi Arabia, Angola, Iran remain top 3 oil suppliers to China” – People’s Daily–  February 10, 2010. 
http://english.peopledaily.com.cn/90001/90778/90858/90863/6892818.html  
Data from The Observatory of Economic Complexity – Massachusetts Institute of Technology (MIT) 
http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2009/  
391 Teng, ,“Democracy, Development and China Acquisition of Oil in the Third World,” 105.  

http://news.xinhuanet.com/english/2008-11/09/content_10331324.htm
http://www.opec.org/opec_web/en/data_graphs/40.htm
http://www.opec.org/opec_web/static_files_project/media/downloads/publications/Annual_Report_2010.pdf
http://www.cnbc.com/id/101179670
http://english.peopledaily.com.cn/90001/90778/90858/90863/6892818.html
http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2009/


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                                    Chapter 3  
                                                                                                                                       China’s Energy Policy 

 227 

as a member of the 16th and 17th Central Politburo of the Communist Party of China392) 
made a tour of 9 Latin American nations, including Mexico, Jamaica, Colombia, 
Venezuela, Brazil, Argentina, Ecuador, Barbados and Bahamas.” 393  In terms of 
“asymmetry of attention”, it is worth noting that, while Vice President Xi visited Brazil in 
February, he did not visit Argentina, where VP Hui was sent instead, as examined below.    

On January 12, 2009, China finally succeeded in becoming a member joined the 
Inter-American Development Bank (IDB, 美洲開發銀行), becoming its 48th member 
country, with an initial contribution of US$ 350 million.394 At the same time, the PRC 
also joined the Inter-American Investment Corporation (IIC), an institution affiliated 
to IDB, and the Multilateral Investment Fund (MIF), an entity administered by the IDB. 

As aforementioned, Vice Premier Hui travelled to Argentina and was received by 
the Argentine President Fernández de Kirchner on February 12.395 Later that month, on 
February 25, Vice President Xi visited Brazil and met Brazilian President Lula.396 It is 
worth noting that Argentina was not included in Xi’s itinerary, which did include visits to 
Mexico, Jamaica, Colombia and Venezuela. This pattern would be repeated a year later 
by President Hu, when he visited Brazil in April 2010 (amid an embargo imposed by 
Chinese authorities to Argentine soybean oil). This study highlights that Argentina’s 
omission from the presidential and vice presidential agendas reflects the tensions that 
Sino-Argentine relations had been experiencing since 2004 and that had been gradually 
deteriorating throughout the years, reaching its peak with the postponement of Argentine 
President 1st State visit to the PRC on January 2010, as examined in Chapter 5.   

                                                      

392 The Central Politburo of the Chinese Communist Party (Zhōngguó gòngchǎndǎng zhōngyāng zhèngzhì 
jú, 中国共产党中央政治局, or 中國共產黨中央政治局, abbreviated 政治局) is a small group in charge of 
overseeing the Communist Party of China.  Its 25 members are appointed by the Central Committee (the 
highest authority within the CCP, Zhōngguó Gòngchǎndǎng Zhōngyāng Wěiyuánhuì 中国共产党中央委员

会, or 中國共產黨中央委員會), and power within the Politburo is centralized in the Politburo’s Standing 
Committee (PSC, Zhōngguó Gòngchǎndǎng ZhōngyāngZhèngzhìjú Chángwěihuì, 中国共产党中央政治局

常务委员会, or 中國共產黨中央政治局常務委員會, abbreviated as 政治局常委会) 
393 The Chinese embassy in Brazil specified that Xi’s trip included 6 countries, with Argentina not being 
among them. The list of countries provided by the embassy’s website is: Mexico, Jamaica, Colombia, 
Venezuela, Brazil (the 5th country) and Malta.   
See: “Vice-presidente chinês reune-se com Lula” – Embaixada da República Popular da China no Brasil 
http://br.china-embassy.org/por/zbgx/t539167.htm  (accessed June 29, 2011).  
394 The PRC had initiated its admission process fifteen years before, in 1994.  See “China joins IDB in 
ceremony at Bank headquarters” – IDB News Releases – January 12, 2009.   
http://www.iadb.org/en/news/news-releases/2009-01-12/china-joins-idb-in-ceremony-at-bank-
headquarters,5095.html#.UlxzRVMwdqM  
395 Fang Yang, “Argentine President, Chinese Vice Premier meet on bilateral ties”, Xinhua, February 13, 
2009.   
http://www.gov.cn/misc/2009-02/13/content_1230571.htm 
http://www.casarosada.gov.ar/component/phocagallery/category/1106   
396 “Vice-presidente chinês reune-se com Lula” – Embaixada da República Popular da China no Brasil 
http://br.china-embassy.org/por/zbgx/t539167.htm  (accessed June 29, 2011). 

http://br.china-embassy.org/por/zbgx/t539167.htm
http://www.iadb.org/en/news/news-releases/2009-01-12/china-joins-idb-in-ceremony-at-bank-headquarters,5095.html#.UlxzRVMwdqM
http://www.iadb.org/en/news/news-releases/2009-01-12/china-joins-idb-in-ceremony-at-bank-headquarters,5095.html#.UlxzRVMwdqM
http://www.gov.cn/misc/2009-02/13/content_1230571.htm
http://www.casarosada.gov.ar/component/phocagallery/category/1106
http://br.china-embassy.org/por/zbgx/t539167.htm
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In March, the Wall Street Journal reported that the US had been overtaken by 
China as Brazil’s biggest trade partner,397 but the Brazilian media pointed out that this 
was so only in terms of export destination. The following month, however, both the 
Brazilian government and media were announcing that, in April, the PRC had indeed 
surpassed the US as Brazil’s largest trading partner, accounting for 13% of Brazilian total 
exports and imports and with bilateral trade accounting for US$ 3.2 billion (and Asia for 
30% of the exports), while US accounted for 11% (worth US$ 2.8 billion).398 The same 
year, China became Argentina’s second largest trading partner (behind Brazil).399 It was 
argued that China was able to be one of the first countries to recover from the global 
economic-financial recession, and the Chinese economy grew by 8.7 % percent in 2009 
due to the combination of the stimulus package and the strategy of trade diversification. 
According to the Brazilian trade minister, Mr W. Barral, it was “a historic moment”, 
since the US had been Brazil’s main trading partner “for nearly 80 years”400, “since the 
1930s”401, with Sino-Brazilian trade having increased almost twelve times since 2001.402 
Nevertheless, there was some concern in Brazil, due to the need to diversify its range of 
products exported to China, which was made up of soya beans, for Chinese tofu, iron ore, 
cellulose and fuel.403  

Indeed, it was petroleum the primer mover of the US$ 10 billion “loan-for-oil” 
agreement between China Development Bank (CDB, 国家开发银行or國家開發銀行) 
and the Brazilian NOC, Petrobras, was signed during President Lula’s 3rd visit in six 
years to the PRC (which, being his last visit before stepping down in 2010, reflected the 
much higher degree of attention that the Brazilian government paid to China, compared 
                                                      

397 John Lyons, “Brazil Turns to China to Help Finance Oil Projects”, Wall Street Journal, May 18, 2009. 
http://online.wsj.com/news/articles/SB124259318084927919 (accessed May 20, 2009). 
398 “China to be the largest import country of Brazil” – Forum for Economic and Trade Cooperation 
between China and Portuguese-speaking countries (Macao) (中國-葡語國家經貿合作論壇 [澳門]) – 
November 3, 2012. 
http://www.forumchinaplp.org.mo/en/notice.php?id=1644 (accessed April 15, 2010). 
399 In terms of Sino-Argentine total trade, and on occasion of  a CICIR-Conicet seminar in Buenos Aires in 
2010, Dr. Sun Yanfeng –a researcher at the Institute of Latin American Studies at China Institute of 
Contemporary International Relations (CICIR)– had pointed out that in 2008 “Argentina was China’s 3rd 
largest trading partner in Latin America, with Sino-Argentine bilateral trade having increased more than 
three-fold, growing from US$ 4 billion in 2004 to US$ 14 billion in 2008” and arguing that it was difficult 
to find a similarly fast increase of the PRC’s trade with other countries.   
See Julio Sevares, “Argentina-China: buena relación con ‘factores no-harmoniosos’”, Clarín, May 30, 2010. 
 http://www.ieco.clarin.com/economia/Argentina-China-buena-relacion-factores-
armoniosos_0_271173157.html (accessed May 30, 2010). 
400 Malcolm Moore, “China overtakes the US as Brazil’s largest trading partner,” The Telegraph, May 9, 
2009.  
http://www.telegraph.co.uk/finance/economics/5296515/China-overtakes-the-US-as-Brazils-largest-
trading-partner.html (accessed May 10, 2009). 
401 “China surpasses U.S. to become Brazil’s biggest trading partner”– China View – May 5, 2009.  
http://news.xinhuanet.com/english/2009-05/05/content_11316255.htm (accessed May 5, 2009). 
402 Edoardo Cucolo, “China ultrapassa EUA como maio parceiro commercial do Brasil”, Folhao de S Paulo, 
May 4, 2009.  
http://www1.folha.uol.com.br/folha/dinheiro/ult91u560360.shtml  
403 “China surpasses U.S. to become Brazil’s biggest trading partner”– China View – May 5, 2009.  
http://news.xinhuanet.com/english/2009-05/05/content_11316255.htm (accessed May 5, 2009). 

http://online.wsj.com/news/articles/SB124259318084927919
http://www.forumchinaplp.org.mo/en/notice.php?id=1644
http://www.ieco.clarin.com/economia/Argentina-China-buena-relacion-factores-armoniosos_0_271173157.html
http://www.ieco.clarin.com/economia/Argentina-China-buena-relacion-factores-armoniosos_0_271173157.html
http://www.telegraph.co.uk/finance/economics/5296515/China-overtakes-the-US-as-Brazils-largest-trading-partner.html
http://www.telegraph.co.uk/finance/economics/5296515/China-overtakes-the-US-as-Brazils-largest-trading-partner.html
http://news.xinhuanet.com/english/2009-05/05/content_11316255.htm
http://www1.folha.uol.com.br/folha/dinheiro/ult91u560360.shtml
http://news.xinhuanet.com/english/2009-05/05/content_11316255.htm
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to its Argentine counterpart) in May, According to the agreement –examined in further 
detail in Chapter 4, Petrobras would supply 150,000 barrels of crude a day to the PRC in 
2009 and 200,000 barrels in 2010. According to an economist of Standard Chartered 
Bank (渣打銀行 ), specialized in Latin America, the oil deals were considered as “a very 
pressing issue to watch… [because] Brazil [was] seeking investment from many sources, 
including China, to help fund exploration from the Santos Basin, which will be very 
expensive to extract.”404  

In August, two NOCs –CNPC and CNOOC– made a US$ 17 billion for YPF (as 
aforementioned, 阿根廷財政部油田公司), the Argentine unit of Repsol YPF SA. (雷普

索爾-YPF有限公司). The offer was for the totality of Repsol’s stake on the company –
Repsol owned 84% of YPF, having been made by the Argentine government to sell 
14.9% stake to Argentina's Grupo Petersen for US$ 2.2 billion in 2007, with the 
remaining 0.1% held by minority shareholders. The deal, which could have been the 
biggest overseas investment by China,405 was considered to highlight China’s growing 
thirst for energy resources globally and its willingness to offer big money for them, and 
underlines the ambition of CNPC to build up its presence in South America and 
elsewhere. After being denied by both the Chinese NOCs and Repsol’s, but re-confirmed 
by American and European media –Dow Jones Newswires406, the Wall Street Journal407 
and Financial Times408, respectively– the offer was never made public. It was argued that 
the underlying reason for the bid for YPF –which oilfields were mature, and which 
reserves and production had been declining– was the possibility that technology would 
“give new life to Argentina’s oil fields –although that would make extraction more 
expensive.” 409  The deal was also considered “another example of how Chinese 
companies are now working together to buy foreign energy assets after years of working 
alone.”410 

In an event that is related to biofuels, it was also in August that the 8th World 
Soybean Research Conference (WSRC VIII) –the most important event for the world 
soybean research community– took place in Beijing, sponsored by the Chinese 

                                                      

404 John Lyons, “Brazil Turns to China to Help Finance Oil Projects”, The Wall Street Journal, May 18, 
2009. http://online.wsj.com/news/articles/SB124259318084927919 
405 Gwen Robinson, “The mystery of China’s disappearing mega-oil bid”, Financial Times, August 11, 
2009.   
http://ftalphaville.ft.com/2009/08/11/66331/the-mystery-of-chinas-disappearing-mega-oil-bid/  
Judith Wang, “CNPC to make history in bid for Repsol’s YPF”, ICIS, July 8, 2009.  
http://www.icis.com/Articles/2009/07/08/9230940/cnpc-to-make-history-in-bid-for-repsols-ypf-
analysts.html  
406 Aries Poon, “Chinese Oil Firms Bid US$ 17 billion to Expand”, The Wall Street Journal, August 11, 
2009.  
http://online.wsj.com/news/articles/SB124990326465819175  
407 Keith Johnson, “Chinese Tango: Why Does China Want to Buy YPF?”, The Wall Street Journal, August 
10, 2009. 
http://blogs.wsj.com/environmentalcapital/2009/08/10/chinese-tango-why-does-china-want-to-buy-ypf/  
408 Robinson, “The mystery of China’s disappearing mega-oil bid.” 
409 Ibid.  
410 Ibid. 

http://online.wsj.com/news/articles/SB124259318084927919
http://ftalphaville.ft.com/2009/08/11/66331/the-mystery-of-chinas-disappearing-mega-oil-bid/
http://www.icis.com/Articles/2009/07/08/9230940/cnpc-to-make-history-in-bid-for-repsols-ypf-analysts.html
http://www.icis.com/Articles/2009/07/08/9230940/cnpc-to-make-history-in-bid-for-repsols-ypf-analysts.html
http://online.wsj.com/news/articles/SB124990326465819175
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Academy of Agricultural Sciences (CAAS, 中国农业科学院 or 中國農業科學院 )411 
and the Crop Science Society of China (CSSC), co-organized by China’s Soybean 
Industry Association (CSIA), Chinese Cereals and Oils Association (CCOA), the 
Academy of Agricultural Sciences of Heilongjiang Province and the Academy of 
Agricultural Sciences of Jilin province (arguably, the first province to produce biofuels), 
and operated by the Crop Science Research Institution of CAAS. It examined the record-
high imports of soybean oil (the raw material for soybean-based biodiesel) to China, 
given the more competitive prices of American, Brazilian and Argentine soybean oil 
relative to that produced in the PRC412, while soybean imports registered a 12 % year-on-
year (32.363 million tons) growth.413  

Lastly, in December 2009, the PRC overtook Chile and the US and regained its 
position as Argentina’s second largest trading partner 414, which it had occupied for the 
first time in 2007 and from which it had been displaced in 2008. Also in December, 
China had overtaken the US to become the world’s biggest consumer of cars.415  

 
In 2010, the price of oil was US$ 7745 a barrel416 and, for the purposes of this 

study, the most notable event was that Brazil became China’s 2nd largest oil supplier 
worldwide, accounting for 13% of China’s total oil imports  (worth US$ 4.1 bn)417, only 
second –although a very distant second– to Angola (which accounted for 62%, US$ 20 
                                                      

411 Chinese Academy of Agricultural Sciences (CAAS) 
http://www.caas.net.cn/caasnew/  
412 In 2009, China's import of edible oil seeds and edible vegetable oil were record high, with the price of 
imported soybean oil being considerably lower (US$ 767/ton, or 5,236 yuan/ton, 2,351 yuan/ton lower than 
the domestic price in the sales regions) than domestic prices. See “Oil Seeds Imports Total 46.33 Million 
Tons in 2009” – Farmers’ Daily and Ministry of Agriculture or the People’s Republic of China – February 
25, 2010.  
http://english.agri.gov.cn/news/201301/t20130115_8638.htm  
413 “Information on China’s Agricultural import and Export (January–September 2009)” – Ministry of 
Agriculture or the People’s Republic of China – January 4, 2010. 
http://english.agri.gov.cn/service/pi/201301/t20130128_10210.htm  
414 A 2010 report of the Santander Río Bank on the importance of China as Argentina’s second largest 
trading partner pointed out that, as a member state, the PRC had “plenty of opportunities to invest in areas 
such as infrastructure (ports, road, energy generation)”, emphasizing the role that Export-Import Bank of 
China (also known as China’s Exim Bank, Zhōngguó jìnchūkǒu yínhán,中国进出口银行 or 中國進出口

銀行) and the IDB –which is “the leading source of long-term lending for development projects” in the 
region–could play as sources of financing for foreign trade-related activities between Asia and Latin 
America, with the US$ 200 million fund that they had jointly established for these purposes.    
“Asia: segundo socio comercial de Argentina” – International Desk Argentina – Santander Río Bank 
http://www.santanderrio.com.ar/comex/pdf/ArticuloAsia.pdf (accessed December 20, 2012).  
“China joins IDB in ceremony at Bank headquarters” – IDB News Releases – January 12, 2009.   
http://www.iadb.org/en/news/news-releases/2009-01-12/china-joins-idb-in-ceremony-at-bank-
headquarters,5095.html#.UlxzRVMwdqM 
415 “China’s motorways: Get your kicks on Route G6” – The Economist – December 22, 2012. 
http://www.economist.com/news/china/21568755-china-building-motorway-across-tibetan-plateau-some-
reaching-lhasa-road (accessed December 22, 2012). 
416 “OPEC Basket Price: Oil Barrel Yearly Basket Price” – OPEC – June 2013. 
http://www.opec.org/opec_web/en/data_graphs/40.htm  (accessed June 30, 2013) 
417 Data from The Observatory of Economic Complexity – Massachusetts Institute of Technology (MIT) 
http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2010/ 

http://www.caas.net.cn/caasnew/
http://english.agri.gov.cn/news/201301/t20130115_8638.htm
http://english.agri.gov.cn/service/pi/201301/t20130128_10210.htm
http://www.santanderrio.com.ar/comex/pdf/ArticuloAsia.pdf
http://www.iadb.org/en/news/news-releases/2009-01-12/china-joins-idb-in-ceremony-at-bank-headquarters,5095.html#.UlxzRVMwdqM
http://www.iadb.org/en/news/news-releases/2009-01-12/china-joins-idb-in-ceremony-at-bank-headquarters,5095.html#.UlxzRVMwdqM
http://www.economist.com/news/china/21568755-china-building-motorway-across-tibetan-plateau-some-reaching-lhasa-road
http://www.economist.com/news/china/21568755-china-building-motorway-across-tibetan-plateau-some-reaching-lhasa-road
http://www.opec.org/opec_web/en/data_graphs/40.htm
http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2010/


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                                    Chapter 3  
                                                                                                                                       China’s Energy Policy 

 231 

bn.). Completing the top-five suppliers list were Venezuela (US$ 3.1 bn), the UAE (8.6%, 
US$ 2.7), Australia (4.6%, US$ 1.5 bn), and Malaysia (2.9%, US$ 0.9 bn). Argentina 
kept ranking 3rd among the PRC’s Latin American suppliers (accounting for 2.1%, 
US$ 0.670 bn).  

In January, Argentine President Fernández de Kirchner decided to postpone –on 
very short notice– what would have had been her 1st State visit to China –Argentina’s 
largest trading partner in Asia since 2007, the year she was elected to office– allegedly 
because of domestic reasons. The postponement of the visit raised tensions among the 
two countries, which are examined in Chapters 2 and 5 of this study.  

In March, and as aforementioned, CNOOC formed a Joint Venture with 
Argentine Bridas Energy Holdings Ltd. (BEH, 布里达斯公司), acquiring a 50% stake for 
roughly US$ 3.1 billion. The transaction was part of CNOOC’s growth strategy by 
expanding its reach into Latin America and was aimed at establishing “a foundation for 
future growth in the region and other countries.”418 Indeed, and according to CNOOC’s 
President, Mr. Yang Hua (杨华, or 楊華 ) “Bridas, with a world-class oil and gas asset 
portfolio, is a very good beachhead for us [CNOOC] to enter Latin America.”419 In this 
regard, it is worth noting that Bridas –through its affiliates (which included a 40% 
interest in Pan American Energy LLC [PAE, a British-Argentine joint-venture, that the 
CNOOC-Bridas joint venture would try to purchase in November 2010])– was involved 
in oil and gas exploration and production in Argentina, Bolivia and Chile. Along the 
same lines, CEO Mr. Fu Chengyu (傅成玉) pointed out that the CNOOC-Bridas Joint 
Venture was “aligned with our [CNOOC’s] philosophy of seeking partnerships to expand 
our global footprints.”420  

It was also on March 27-31 2010, and for the first time since becoming a member 
in January 2009, that China participated in the IDB’s (美洲開發銀行 ) Board of 
Governors’ annual meeting, in Medellín, Colombia (麥德林,哥倫比亞). The PRC was 
represented on the Board of Governors (the IDB’s top decision-making body –with most 
IDB governors being either the finance ministers or central bank presidents of their 
respective countries.) by Zhou Xiaochuan (周小川)421, Governor of the People’s Bank 
of China (PBC,中国人民银行) since 2002 (and reappointed in this position in March 
2013).   

On April 1st, Chinese authorities imposed an embargo to Argentine crude soybean 
oil, arguing that crude soy oil imports destined to China had excessive levels of a solvent 

                                                      

418 “CNOOC to Establish Joint Venture with Bridas Energy Holdings”–Oil Voice–March 14, 2010. 
http://www.oilvoice.com/n/CNOOC_to_Establish_Joint_Venture_with_Bridas_Energy_Holdings/214934b
2c.aspx#gsc.tab=0 
419 Ibid. 
With this deal, CNOOC was expecting to increase its proven reserves by 318 million barrels of oil 
equivalent (“BOE”) and its average daily production by 46,000 thousand BOE 
420 Ibid. 
421 “中国人民银行-首页-行领导-周小川” – People’s Bank of China  
http://www.pbc.gov.cn/publish/hanglingdao/25/index.html (accessed November 20, 2012).   

http://www.oilvoice.com/n/CNOOC_to_Establish_Joint_Venture_with_Bridas_Energy_Holdings/214934b2c.aspx#gsc.tab=0
http://www.oilvoice.com/n/CNOOC_to_Establish_Joint_Venture_with_Bridas_Energy_Holdings/214934b2c.aspx#gsc.tab=0
http://www.pbc.gov.cn/publish/hanglingdao/25/index.html
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used in processing and did not meet Chinese standards.422 Unlike the embargo imposed in 
2004 to Brazilian soybeans, these restrictions demonstrated Argentina’s higher level of 
vulnerability to Chinese purchases, with the embargo lasting longer than the one imposed 
to Brazil and with Argentina suffering bigger losses (estimated on US$ 2 billion).423 Also 
this month, President Hu visited Brazil.424  The circumstances favored the omission of 
Argentina from the Chinese presidential agenda, just like it had been omitted in Vice 
President Xi’s visit to the region on February 2009: not only were Sino-Argentine 
relations severely strained –for a number of reasons, among which were the 
postponement of the Argentine president 1st State visit to the PRC, plus the fact that the 
embargo imposed by Chinese authorities to Argentina was in place and ongoing– but also 
the fact that Hu’s visit to Brazil was in occasion of  the 2010 BRICS summit in Brasilia. 
In this regard, it is worth noting that Sino-Brazilian had increased an astonishing 47.5 % 
since the 2008 crisis, more than China’s trade with the other members of the BRICS, 
which had also increased: 43 % with Russia, 59.5 % with South Africa, and 42.4 % with 
India, respectively. To further illustrate this point, it is worth to mention that China’s 
trade with the ASEAN countries increased by 37.5 %. 425 

Both presidents Lula and Hu reached several agreements during the visit: first, 
they decided to adopt measures that would foster the diversification of trade and 
investment. 426  Second, and in terms of Sino-Brazilian energy cooperation, both 
presidents shared their satisfaction for the implementation of the Petrobras-Sinopec 
supply agreement that had been signed during Lula’s May 2009 visit to the PRC. It was 
also decided that, in order to further deepen bilateral energy cooperation, Petrobras 
“would welcome the interest of Chinese NOCs in taking part of oil and gas exploration in 
the pre-salt layer.” 427  Third, and regarding renewable energy, both presidents also 
decided to “intensify cooperation in wind, solar and hydropower sectors”, as well as to 

                                                      

422 Chinese standards required soybean oil exports to have less than a hundred parts of hexane (C6H14, or jǐ 
wán 己烷) –a chemical obtained from the refining of crude oil and used in the extraction of oil from seeds– 
per million. See “Más allá de China: el aceite de soja argentino encuentra nuevos mercados”– La Nación – 
July 12, 2010. 
http://www.lanacion.com.ar/1284073-mas-alla-de-china-el-aceite-de-soja-argentino-encuentra-nuevos-
mercados (accessed July 12, 2010) 
423 “Sin avances concretos por las trabas a la soja, la Argentina y China buscan bajar la tensión”– La 
Nación – July 13, 2010. 
http://www.lanacion.com.ar/1284277-sin-avances-concretos-por-las-trabas-a-la-soja-la-argentina-y-china-
buscan-bajar-la-tension  (accessed July 13, 2010). 
424 See: “People’s Republic of China and Latin America and the Caribbean: Ushering a New Era in the 
Economic and Trade Relationship”, ECLAC Report (June 2011): 3-5.  
http://www.cepal.org/comercio/publicaciones/xml/4/43664/People_Republic_of_China_and_Latina_Ameri
ca_and_the_Caribbean_trade.pdf (accessed July 1, 2011). 
425 Xiaojun Li, “China as a Trading Superpower”, 26-28.  
http://www.lse.ac.uk/IDEAS/publications/reports/pdf/SR012/li.pdf  (accessed May 25, 2013). 
426 Point 9 of the Press Release No. 204. See “Visita ao Brasil do Presidente da República Popular da China, 
Hu Jintao” – Press Release No. 204 – Brazilian Ministry of Foreign Affairs – April 14-15, 2010.  
http://www.itamaraty.gov.br/sala-de-imprensa/notas-a-imprensa/2010/04/15/visita-ao-brasil-do-presidente-
da-republica  
427 Point 12 of Press Release No. 204. 
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‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                                    Chapter 3  
                                                                                                                                       China’s Energy Policy 

 233 

establish a “partnership on biofuels” in order to consolidate their role as energy 
commodities and to expand their production and use internationally.”428  

  On June, 11, 2010, the World Energy Council (WEC) held the 1st Energy 
Leaders Summit (ELS) in Beijing in 2010.429 At it, Secretary General of the WEC, Dr. 
C. Frei, highlighted a number of important points, among which it is worth noting that he 
considered “appealing” the Chinese model of energy security, “with strong governance 
and policies on the one hand, and high competition on the other”, and –while regretting 
the  absence of Minister Zhang Guobao (张国宝, or張國寶 , director of China’s National 
Energy Administration –NEA and Vice Minister at the NDRC)– he emphasized that the 
Summit was “an important milestone in the implementation of our [the WEC’s] new 
strategy and in our relationship with China.” The Deputy Director General of China’s 
NEA, Ms Gu Jun, pointed out that energy “costs remain the fundamental driver”, but that 
South Korea’s “green growth” and China’s “scientific growth” were increasingly 
addressing “new drivers.” Gu also noted that “who does not understand China does not 
understand energy today”, and that “the world sometimes underestimates the 
sophisticated thinking and pragmatic leadership that makes things happen in a China with 
uniquely complex and challenging sets of problems: water scarcity, dramatic urbanization 
pressure, high GDP growth rates, local pollution, to name just a few.”  The Summit 
ended with a reference to the link between energy and the environment due to the oil spill 
of the Deepwater Horizon oil rig in the Gulf of Mexico of April 2010, which was referred 
to as perhaps “the biggest energy crisis since the Chernobyl accident.”  

In August, biofuel-run Chinese cars were exported to Brazil. China’s JAC 
Motors (Jianghuai Automobile Co., 江淮汽车股份有限公司, or江淮汽車股份有限公

司 , a Chinese SOE automaker that manufactures automobile and commercial 
vehicles)430 shipped 500 of its ethanol cars as part of the agreement signed in August 
with Brazilian dealer SHC (the Brazilian operator of China’s JAC Motors) to export 
620,000 cars to Brazil between 2010 and 2020. Another 1,500 cars were expected in 
January and 2,500 cars in February 2011. JAC will open its first plant in Brazil in 2014. 
As pointed out by a number of interviewees –some of them at the Chinese embassy in 
Brasilia– there was increasing interests among Chinese automakers in the Brazilian 
market, which –according to Reuters–is the world’s 4th auto market, and a key market for 
the world's biggest automakers, including the Italian Fiat SpA (飛雅特 汽車 ), the 
German Volkswagen AG (大眾汽車 ) and the American General Motors Co. (通用汽車 ) 
and Ford Motor Co.( 福特汽車). As regards Chinese automakers, Chery (奇瑞汽车股份

有限公司, or 奇瑞汽車股份有限公司) was the 1st to start building a plant in Brazil (in 
July 2011) and started investing in the production of “flex” motors in the second half of 

                                                      

428 Point 13 of Press Release No. 204. 
429 “1st Energy Leaders Summit” – World Energy Council (WEC) – Beijing, June 2010. 
http://www.worldenergy.org/wec_news/latest_information/2817.asp   
430 Jianghuai Automobile Co. (JAC, 江淮汽车股份有限公司) is a SOE that manufactures automobiles and 
commercial vehicles. It is based in Hefei (合肥), the prefecture-level city that is the capital of Anhui (安徽) 
province. JAC is the second Chinese carmaker to produce automobiles in Brazil, after Chery (奇瑞汽车)  
http://www.jac.com.cn  

http://www.worldenergy.org/wec_news/latest_information/2817.asp
http://www.jac.com.cn/
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2013, when it also announced the construction of its own plant, in order to produce cars 
locally. 431 Along these lines, one of the consultants on Emissions and Technology at 
Brazil’s Sugar Cane Industry Union (União da Indústria de Cana-de-Açúcar, 
UNICA), A. Szwarc, pointed out that the use of the Flex technology enables the 
automaker Chery in the field of ethanol, explaining that: “it is a step that can have 
positive repercussions in the future, if China will expand the use of biofuels” 432  

In September, OPEC celebrated its 50th anniversary and also that stability had 
returned to the international oil market, after the turbulence and uncertainties of the two 
previous years caused by the financial sector meltdown and global recession. 433  
According to the OPEC annual report, China had been “the engine of developing Asia, 
the region that contributed the most to global growth… with the PRC contributing almost 
30 per cent of global growth.”434 It was also this month that the “China Soybean Expo 
2010”435 was held in Heilongjiang province. According to the organizers, over 1500 
distinguished guests and businessmen from China and other 20 countries and regions, 
including the United States, Germany, the Netherlands, India, Russia, Japan, ROK and 
Taiwan, also participated in this event.”436 Interestingly, there were no participants from 
Brazil nor from Argentina –worldwide leaders in soybean production and exports, 
although in the latter case the absence could be explained by the embargo, which was still 
in place.  

Several events took place in November. Early that month, on November 7, 
China’s Minister of Agriculture (农业部 , or農業部 ), Han Changfu (韩长赋 , or韓長

賦 ), headed an agriculture delegation and paid an official visit to Brazil and Argentina 
(and also France) and met with Min. Wagner Rossi, Brazilian Minister of Agriculture, 
Livestock and Food Supply.437 They co-chaired the 2nd Meeting of the Agriculture 
Subcommittee of China-Brazil High-Level Committee and the 3rd Meeting of China-
Brazil Joint Committee on Agriculture.438 They noted that China-Brazil agricultural 
trade had grown rapidly in recent years, but acknowledged that some issues some issues –

                                                      

431 “Chery vai investir US$ 130 milhões em fabrica de motores en Jacareí” –O Globo– November 20, 2013.  
http://g1.globo.com/sp/vale-do-paraiba-regiao/noticia/2013/11/chery-vai-investir-us-130-milhoes-em-
fabrica-de-motores-em-jacarei.html  
432 “Montadora chinesa Chery investe na produção do motores flex no Brasil” – União da Indústria de 
Cana-de-Açúcar (UNICA) – November 28, 2013. 
http://www.unica.com.br/noticia/25007302920329114090/montadora-chinesa-chery-investe-na-producao-
de-motores-flex-no-brasil/ (accessed November 28, 2013).  
433 “Annual Report 2010” – OPEC: 2-3.  
http://www.opec.org/opec_web/static_files_project/media/downloads/publications/Annual_Report_2010.pdf  
434  Ibid., 12-13.  
435 Xiaofeng Jin and  Zhenhua Xie,“China Soybean Expo 2010 Opened”, Farmers’ Daily and Ministry of 
Agriculture of the People’s Republic of China – September 8, 2010. 
http://english.agri.gov.cn/news/201301/t20130115_8746.htm (accessed September 8, 2010).   
436 Ibid.   
437  “Minister Han Changfu Visits Brazil, Argentina and France” – MOA Press Office – Ministry of 
Agriculture of the People’s Republic of China – November 26, 2010.  
http://english.agri.gov.cn/news/201301/t20130115_8799.htm  
438 In this regard, it is noteworthy that Sino-Argentine relations are lagging behind Sino-Brazilian, since 
there has only been one of these meetings between the PRC and Argentina.  

http://g1.globo.com/sp/vale-do-paraiba-regiao/noticia/2013/11/chery-vai-investir-us-130-milhoes-em-fabrica-de-motores-em-jacarei.html
http://g1.globo.com/sp/vale-do-paraiba-regiao/noticia/2013/11/chery-vai-investir-us-130-milhoes-em-fabrica-de-motores-em-jacarei.html
http://www.unica.com.br/noticia/25007302920329114090/montadora-chinesa-chery-investe-na-producao-de-motores-flex-no-brasil/
http://www.unica.com.br/noticia/25007302920329114090/montadora-chinesa-chery-investe-na-producao-de-motores-flex-no-brasil/
http://www.opec.org/opec_web/static_files_project/media/downloads/publications/Annual_Report_2010.pdf
http://english.agri.gov.cn/news/201301/t20130115_8746.htm
http://english.agri.gov.cn/news/201301/t20130115_8799.htm
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such as less diversified product structures, and trade imbalances– had affected further 
development of the bilateral agricultural trade. The Brazilian minister said that “Brazil 
welcomed the investment of Chinese companies and would further take measures to 
improve agricultural trade and investment environment.”439 

In mid-November, the 3rd Ministerial Meeting of the China-Portuguese-speaking 
countries Forum between was held in Macao (on November 13-14). 440  As 
aforementioned, its Action Plan fosters cooperation on energy (Article 3.4) and, besides 
recognizing the importance of environmental protection, encourages the creation 
of parks of renewable energy, biofuels and other types of energy.” (Article 6.3). The 
Action plan was signed by the ministers of the participating countries and, on behalf of 
the PRC, it was subscribed by the Chinese Minister of Commerce, Chen Deming (陈德

铭 , or陳德 銘 ) and, on behalf of Brazil, by the Secretary-General of its Ministry of 
Foreign Affairs, Pedro Luiz Carneiro de Medonça.  

Towards the end of the month, on November 28, the Sino-Argentine CNOOC-
Bridas Joint Venture (中國海洋石油-布里達斯公司, with CNOOC having bought a 
50% stake of Bridas from the Bulgheroni brothers441) a few months before, in March 
2010)”442 announced that it would purchase British Petroleum plc. (BP, 英國石油, which 
was)’s 60% stake in Pan American Energy (PAE, 泛美 能源 443, a British-Argentine 
joint-venture) for more than US$ 7 billion.”444 BP Plc. had decided to sell its stake in 
PAE as part of its efforts  to cover the clean-up costs of the oil spill provoked by the 
explosion of the deepwater drilling platform Deepwater Horizon outside Lousiana’s coast 
into the Gulf of Mexico on April 2010.445 

                                                      

439 See note 437 above.  
440 “Action Plan for Economic and Trade Cooperation”–3rd Ministerial Meeting of the Forum for Economic 
and Trade Cooperation between China and Portuguese-speaking countries (Macao) (中國-葡語國家經貿

合作論壇 [澳門]), November 13-14, 2010.  
http://www.forumchinaplp.org.mo/pt/notice.php?a=20101123_01 (accessed November 15, 2010). 
441 “The World’s Billionaires: Carlos and Alejandro Bulgheroni” – Forbes – March 2013.  
http://www.forbes.com/profile/carlos-and-alejandro-bulgheroni/ (accessed April 2, 2013). 
442 Kari Lundgren, “BP sells interests in PAE to BRIDAS for US$ 7.06 billion”, Bloomberg, November 28, 
2010.   
http://www.bloomberg.com/news/2010-11-28/bp-sells-60-stake-in-pan-american-energy-to-bridas-corp-
for-7-1-billion.html (accessed November 20, 2011). 
443  Translation by the author. For further details, please refer to: Pan American Energy (PAE) 
http://www.pan-energy.com/ (accessed July 2, 2012). 
444 See “China, Latin America and the United States: the New Triangle”, 18-21.  
See also Pan American Energy’s website: http://www.pan-energy.com/   
445  “Deepwater Horizon incident” –National Oceanic and Atmospheric Administration (NOAA) – US 
Department of Commerce   
http://oceanservice.noaa.gov/deepwaterhorizon/ (accessed April 22, 2012).   
See also: “Final Report on the Investigation of the Macondo Well Blowout” Deepwater Horizon Study 
Group (DHSG – Center for Catastrophic Risk Management –CCRM, University of California-Berkeley), 
March 1, 2011.  
http://ccrm.berkeley.edu/pdfs_papers/bea_pdfs/dhsgfinalreport-march2011-tag.pdf (accessed April 21, 
2011). 

http://www.forumchinaplp.org.mo/pt/notice.php?a=20101123_01
http://www.forbes.com/profile/carlos-and-alejandro-bulgheroni/
http://www.bloomberg.com/news/2010-11-28/bp-sells-60-stake-in-pan-american-energy-to-bridas-corp-for-7-1-billion.html
http://www.bloomberg.com/news/2010-11-28/bp-sells-60-stake-in-pan-american-energy-to-bridas-corp-for-7-1-billion.html
http://www.pan-energy.com/
http://www.pan-energy.com/
http://oceanservice.noaa.gov/deepwaterhorizon/
http://ccrm.berkeley.edu/pdfs_papers/bea_pdfs/dhsgfinalreport-march2011-tag.pdf
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For the purposes of this research, it would be important to point out that Bridas 
agreed to pay US$ 7.06 billion –a cash deposit of US$ 3.53 billion in cash and the 
remainder upon completion of the sale in 2011– for the holding, making it the sole owner 
of PAE –which controls holdings in four hydrocarbon basins in Argentina, where it is the 
2nd largest producer of oil and gas.  

However, CNOOC-Bridas’ acquisition of PAE from BP plc was cancelled in 
2011, with neither side admitting responsibility for the cancellation: on the one hand, 
CNOOC-Bridas issued a statement arguing that “the decision to pull out ‘was prompted 
by legal issues, by the manner in which BP has behaved during the transaction and the 
signature.’” 446 With the deal off, BP needed to pay back the US$ 3.5 bn it had taken on 
deposit for the failed sale of its 60% stake in PAE. 

On the other hand, while BP “confirmed the end of the Pan American sales 
agreement, it blamed the collapse on the failure of CNOOC-Bridas to obtain the green 
light from the necessary authorities. ‘The closing of this transaction had been delayed 
because the Argentine anti-trust and Chinese regulatory approvals required to satisfy the 
conditions precedent to closing of the transaction had not been obtained by Bridas 
Corporation. Under the terms of the agreement, Bridas had exclusive responsibility for 
obtaining these approvals,’ said BP in a statement.”447 

Finally, it is worth noting that, on December 2010, Spain’s Santander Río bank 
issued a report according to which, by the end of 2010, China had consolidated as 
Brazil’s top trading partner in the world and Argentina’s second largest trading partner 
worldwide –behind Brazil– and top partner in Asia, with Argentine exports to China 
reaching US$ 5.8 billion –with Iran (US$ 1.4) and India (US$ 1.3) as other main export 
destinations– and Chinese imports reaching US$ 7.6 billion, reflecting a commercial 
deficit of US$ 1.8 billion.448 The same report points out the increasingly important role 
that Chinese investments could play in the energy, mining, banking and agricultural 
sectors.449 

3.5. Concluding Remarks 

This Chapter has examined the evolution of Chinese energy policy on petroleum 
and biofuels, along the lines of rising reliance on imported energy resources. Emphasis 
has been put on Kong’s observation about the crucial nature of energy for Chinese 
economic rise, given that, for the Chinese government, “delivering growth is a political –
rather than economic– proposition… economic growth has become the primary 
legitimizer and stabilizer of the Chinese political system.”450 Therefore, and within this 
                                                      

446 Terry Macalister, “BP’s $ 7 bn sale of Pan American Energy to Argentinian firm collapses”, The 
Guardian, November 6, 2011.  
http://www.theguardian.com/business/2011/nov/06/bp-pan-american-energy-sell-off-blocked (accessed 
November 7, 2011). 
447 Ibid. 
448 “Asia: segundo socio comercial de Argentina” – International Desk Argentina – Santander Río  
http://www.santanderrio.com.ar/comex/pdf/ArticuloAsia.pdf (accessed December 20, 2012). 
449 Ibid. 
450 Kong, China's International Petroleum Policy, 41. 

http://www.theguardian.com/business/2011/nov/06/bp-pan-american-energy-sell-off-blocked
http://www.santanderrio.com.ar/comex/pdf/ArticuloAsia.pdf
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context, the Chapter has analyzed the PRC’s transition from oil “importer” to “oil self-
sufficient and exporter” and –again– to “importer” in 1993 –a year that was indeed a 
critical juncture, when CNPC proposed the “Go Out” strategy (「走出去」战略, or 戰略) 
to the government. As mentioned throughout the different sections of this Chapter, the 
PRC underwent a series of administrative reforms that moved its energy sector from 
centralized “governance” to decentralized “co-governance” –with NOCs playing a crucial 
role and transforming themselves “from Ministers to Managers”– 451 and which have 
brought pluralisation and an asymmetric power distribution among different actors, 
fragmentation of power and conflict of interests. 

As regards the “Go Out” strategy, it has been highlighted that it was first de facto 
implemented by the NOCs through different practices that only later were de iure 
incorporated into government policy documents, as examined in the chronological 
evolution of China’s petroleum policy.  

With the implementation of the strategy, the NOCs –the “big four”, CNPC, 
Sinopec, CNOOC and Sinochem Corporation– became “policy initiators” with “a 
substantial impact on the strategy and policy”, enjoying  either ministerial status” – as 
CNPC and Sinopec– or “vice-ministerial” – as CNOOC. The chapter has examined how 
the NOCs became “re-structured SOEs” simultaneously “market regulators” –i.e., 
referees– and “market participants” –i.e., players– while remaining majority-owned by 
the government (domestic and overseas private shareholders own minority stakes for 
publicly listed subsidiaries), but not government-run.  As late comers to the global stage, 
the NOCs have been devoting considerable effort to their international expansion, with 
the Chapter examining the different stages: from “CNPC-CNOOC duet” in the 1990s  –
when CNPC was the 1st NOC to move into Latin America, with its acquisition of the 
Talara field (塔拉拉油田), in Perú in 1993, the same year that the PRC established its 
strategic partnership with Brazil– to a “3-NOCs symphony” in the early 2000s –just 
about the time when China became the 2nd largest consuming country in the world and 
Chinese leaders decided to upgrade its relation with Argentina to the “strategic” level in 
2004. The previous year, in 2003, it had been established the National Development and 
Reform Commission (NDRC, 国家发展和改革委员会, or 國家發展和改革委員), the 
most important governmental agency with an energy mandate, the primary policy-making 
and regulatory authority in the energy sector. 

It has also been pointed out that the NOCs international expansion has been 
facilitated by the 2008 recession, which offered the corporations the possibility of 
expanding rapidly through acquisitions of and joint ventures with other NOCs –such as 
Petrobras, from Brazil– and private oil companies –such as the Argentine independent 
firms. Following this tailwind, in 2009 it started an unprecedented display of “multilayered 
oil diplomacy” or “resource diplomacy,” which has played a critical role in helping 
secure energy supply through energy cooperation and “oil-for-loans” agreements fostered 
by political and diplomatic means.  

                                                      

451 Trevor Houser, “The Roots of Chinese Oil Investment Abroad,” in Asia Policy 5 (January 2008), 144. 
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The chapter has also underscored the high-level visits that Chinese officials have 
paid to Brazil and Argentina in order to foster the international expansion of the NOCs, 
and the increasingly important role that these corporations and Chinese state-owned 
banks are playing in these countries through the aforementioned energy cooperation and 
“loans-for-oil” agreements, particularly following the “game-changing” discoveries of 
enormous Brazilian offshore oilfields in 2007 and 2010.   

Through a chronological analysis of the major events that have taken place on 
each of the years of the observed period, the Chapter has demonstrated the increasing 
importance that Brazil has been playing as both a source of petroleum supplies and a 
destination of energy-related investments. It has also showed that, to a lesser extent, 
Argentina has also been a relatively important supplier, although displaced by Venezuela 
towards the end of the observed period, as aforementioned. Indeed, it is noteworthy that, 
between 2000 and 2007, Brazil and Argentina have remained as the top South American 
oil suppliers of the PRC, being displaced in 2007-2009 by Venezuela and with Brazil 
retaking the top position, once again, in 2010, and Argentina ranking third, behind Brazil 
and Venezuela.  

In terms of renewable energy resources, the Chapter has also sought to emphasize 
the attention that biofuels have been increasingly receiving by the Chinese government 
for the advantages they offer to the country’s steadily expanding liquid fuel market in 
both energy security and environmental terms, with the government adopting targets to 
raise the percentage of non-fossil fuel energy consumption in China’s energy mix and, 
although China does not mandate nationwide ethanol blending, a number of pilot projects 
are being conducted at a 10 provinces and 27 cities – E-10 being the standard blend– and 
with NOCs getting involved in ethanol and biodiesel research and development.  

Ethanol production is dominated by the Chinese government –with China 
currently being the third-largest ethanol producer in the world (behind Brazil and the US), 
and with ethanol production counting with governmental support (subsidies) and having 
5 ethanol-producing plants run by SOEs working at full capacity (and approval of new 
fuel ethanol plants stopped since 2005). The ethanol refineries can only sell their 
production to the NOCs (Sinopec and CNPC), which blend it with gasoline and distribute 
the E-10 to gas stations. China’s ethanol production target is not being currently reached, 
which reinforces the idea that Brazil and Argentina should seek energy cooperation on 
biofuels with the PRC government –this would benefit all three countries, and 
particularly Brazil –which zero-export tariff would maximize the benefits of Brazilian 
producers.  

As regards biodiesel, it is noteworthy that the Chinese diesel market is twice that 
of the gasoline market, but the lack of government subsidy means that the cost of 
domestically produced Chinese biodiesel is significantly higher price than regular diesel. 
Governmental support is needed –both in the form of subsidies and of legislation, since 
the use of biodiesel for transportation fuel nationwide is not mandatory –only voluntary 
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and only in certain provinces with pilot projects. Chinese biodiesel refineries can be 
either state-owned or private-owned. The private sector predominates –as most refineries 
are in private hands, with even several plants belonging to foreign enterprises. Since 2006, 
numerous plants have been opened and numerous biodiesel projects are under 
construction or in planning stages. As aforementioned, the 12th Five-Year Plan (2011-
2015) contains no specific production target for fuel ethanol or biodiesel production for 
the period, but it can be expected that biodiesel production will continue to lag behind 
that of ethanol, until and unless the government increases its support of it. 

Figure 3.5–China’s Top 3 Oil Suppliers in Latin America

China'sTop 3 Oil Suppliers 
in Latin America 2000-2010
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  Chapter 4 – Sino-Brazilian Energy Policy 

4.1. Introduction 
Being the largest, most important and most populated country in Latin America, 

for many years Brazil was regarded as “a slumbering giant”1. However, at present Brazil 
has the largest economy in the region and –in the last few years– has become a major 
energy producer, with the 2nd largest oil reserves in Latin America – according to the Oil 
and Gas Journal (OGJ), Brazil had 14 billion barrels of proven oil reserves as of 2012, 
the 2nd largest in South America after Venezuela and ahead of Argentina, which ranked 
third. Following the enormously significant, “game-changing” discoveries of offshore, 
ultra deep-water pre-salt oilfields of Tupi –in November 2007 (renamed “Lula” in 2012 
in honour of former President Lula da Silva, during whose second term it was 
discovered)2– and Libra –in May 2010, “[t]oday Brazil is the world’s 11th-largest oil 
producer. By 2020 it should be in the top five” 3, with Brazilian potential as an oil 
exporter being truly remarkable.  In recent years, the country has became a new frontier 
for global oil exploration, attracting the attention of the governments of energy-importing 
countries –such as China and the US– and of both IOCs –mostly European, such as Shell, 
Total and Repsol/YPF– and NOCs –mostly Chinese, such as Sinopec, CNPC and 
CNOOC.  

After providing a succinct overview of Brazil’s relations with China –its top 
trading partner,4 the Chapter analyzes Brazil’s energy evolution between 2000 and 2010, 
with emphasis put on the fact that, throughout the observed period, Brazil has evolved 
from being a net oil importer –in 2000– to an oil exporter towards the end of the period, 
having achieved oil self-sufficiency in 2006 –a landmark event defined as “a dream come 
true”5 by Petrobras.  

Indeed, Brazil has become an increasingly important oil supplier to the PRC, 
ranking as China’s top Latin American supplier for a good number of years of the 
observed period, although alternating with Argentina for the first half of the period, and 
with Venezuela in the second half, with all these countries ranking as China’s top-three 
suppliers in the region. While, in 2000, Brazil accounted for only 1% of China’s total 
petroleum imports, after becoming energy self-sufficient in 2006 and discovering the 
aforementioned off-shore oilfields, in 2010 Brazilian oil exports to the PRC had 
multiplied 13-fold and had almost equaled those to the US, Brazil’s top oil export 
destination.6  
                                                      

1 Cynthia Watson, “Brazil and the Great Powers,” in Great Power Relations in Argentina, Chile and 
Antarctica, ed. Michael A. Morris (Houndmills, Basingstoke, Hampshire: MacMillan Press, 1990): 163. 
2 Samantha Pearson, “Pre-salt Deposits: development slowed by Brazil’s resolve to take profits”, Financial 
Times, September 12, 2012. 
http://www.ft.com/intl/cms/s/0/99b80838-f5bc-11e1-bf76-00144feabdc0.html#axzz2gGuYifBo   
3 “Brazil’s oil boom: Filling up the future” – The Economist – November 5, 2011. 
http://www.economist.com/node/21536570 
4 “Briefings on Brazil Trade in October 2010”– Ministry of Commerce of the People’s Republic of China. 
http://english.mofcom.gov.cn/article/statistic/lanmubb/ChinaEU/201101/20110107354835.shtml  
5 “Our History-2006” – Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ 
6 According to Alves, in 2010 China would have surpassed the US as Brazil’s main oil export destination, 
which is not confirmed by the data used in this study. See Ana Cristina Alves, “Chinese Economic 

http://www.ft.com/intl/cms/s/0/99b80838-f5bc-11e1-bf76-00144feabdc0.html#axzz2gGuYifBo
http://www.economist.com/node/21536570
http://english.mofcom.gov.cn/article/statistic/lanmubb/ChinaEU/201101/20110107354835.shtml
http://www.petrobras.com/en/about-us/our-history/
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The Chapter highlights that Brazil’s remarkable energy performance results from 
a combination of both consistent and coherent Brazilian energy policy – that, as 
examined below, fosters competition, attracts investments and promotes technological 
development– and the country’s rich energy endowment. It analyzes different aspects of 
Sino-Brazilian energy cooperation on petroleum (NOCs agreements, “loans-for-oil” with 
Chinese state-owned banks) and biofuels –of which Brazil is a leading producer and 
exporter of biofuels, mainly sugar cane-based ethanol and also biodiesel. The importance 
of ethanol becomes clear if one takes into consideration that, in 2011 Brazil was defined 
as “the Saudi Arabia of ethanol”7 and former President Lula was also named Brazil’s 
“Ethanol Ambassador.”8 The sector has consistently been one of the main generators of 
revenues for the government. 

Three more points are worth noting: Brazil has “achieved the highest level of oil 
independence of any country, having replaced 40 percent of its gasoline consumption 
with ethanol.” 9 Indeed, and as pointed out by former Brazilian Minister of Energy A. 
Dias Leite, “as a world first, in 2008 ethanol overtook gasoline as Brazil’s most used 
motor fuel”10, which explains that “Brazil is the only country in the world in which 
gasoline is the alternative fuel, and not ethanol”, as noted by the Undersecretary of 
Energy and Technology Affairs at the Brazilian Foreign Affairs Ministry, A. Amado.11  

The second point is that, since February 2010, the US Environmental Protection 
Agency (EPA) has granted Brazilian ethanol the status of “advanced biofuel”, which 
“opens excellent perspectives by making it one of the few alternative fuels that can be 
used in the American market.”12 The US is the main export destination of Brazilian 
ethanol, and it has had a Brazil-US MOU on Biofuel Cooperation since March 2007, 
which was expanded in November 2008.13 This Chapter seeks to explore the possibilities 
of adding the Chinese market as a destination of Brazilian biofuels exports, which would 
contribute to enhance not only energy security but also to mitigate environmental 
constrains, given the reduction in greenhouse gasses emissions that the use of biofuels 
imply. This point was noted by Brazilian Minister of Development, Industry and Foreign 
                                                                                                                                                              

Statecraft: a Comparative Study of China’s Oil-backed Loans in Angola and Brazil”, in Journal of Current 
Chinese Affairs 42, No. 1 (2013): 114.  
7 Kelly Hearn, “How South American biofuels are gaining steam, and why that freaks the US out”, Grist, 
December 16, 2005. 
http://grist.org/article/hearn/ (accessed December 1, 2011). 
8 “2º Prêmio TOP Etanol: Presidente Lula é homenageado e torna-se “embaixador do etanol”– 3rd Ethanol 
Summit – São Paulo, June 6-7, 2011.  
http://2011.ethanolsummit.com.br/evento.php?idioma=1  
http://2011.ethanolsummit.com.br/noticias-conteudo.php?id=179&idioma=1 (accessed June 8, 2011). 
9 Marcela Sánchez, “Latin America: the Persian Gulf of Biofuels?”, in The Washington Post, February 23, 
2007.  
http://www.washingtonpost.com/wp-dyn/content/article/2007/02/22/AR2007022201361.html    
10 Dias Leite, Energy in Brazil: towards a Renewable Energy Dominated System, xi. 
11  André Amado, “El Etanol y la Diplomacia”, in Crónica Universitaria, 2010. 
http://www.usergioarboleda.edu.co/cronica_universitaria/etanol-diplomacia.htm  (accessed April 2, 2013). 
12 Luiz A. Horta Nogueira and Jonas Carvalheira Costa, Opções Tecnológicas em energia: uma visão 
brasileira (Rio de Janeiro: Fundação Brasileira para o Desenvolvimento Sustentável, 2012): 28-29.   
www.fbds.org.br (accessed December 20, 2012). 
13 Clare R. Seelke and Peter J. Meyer, “Brazil-US Relations”, CRS Report for Congress 7-5700 RL 33456, 
Congressional Research Center, June 3, 2009.  

http://grist.org/article/hearn/
http://2011.ethanolsummit.com.br/evento.php?idioma=1
http://2011.ethanolsummit.com.br/noticias-conteudo.php?id=179&idioma=1
http://www.washingtonpost.com/wp-dyn/content/article/2007/02/22/AR2007022201361.html
http://www.usergioarboleda.edu.co/cronica_universitaria/etanol-diplomacia.htm
http://www.fbds.org.br/
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Trade (MDIC, Ministério do Desenvolvimento, Indústria, e Comércio Exterior), F. Furlan, 
when he suggested that “US and Brazilian companies could jointly market their products 
to China, widely considered to be the globe’s emerging mega-consumer of energy.”14 
Indeed, “while Brazil builds its ethanol empire – eyeing customers from Venezuela to 
China – other South American nations are also getting on board…. [and] Argentina is 
putting its ethanol empanada in the mix too.”15 As pointed out in several of the interviews 
conducted in South America, the Brazilian model of biofuels consumption for 
transportation has been copied by Argentina, and could be used as an example to be 
imitated by China, since Brazil has the “largest and greener fleet of automobiles”16 in the 
world which, according to current regulations, run on either neat ethanol (E100) or use a 
25% blend of ethanol and gasoline17 as explained in the following sections.   
 
4.2. Sino-Brazilian Relations and South-South Cooperation 

Diplomatic relations between the Federative Republic of Brazil and the People's 
Republic of China were established on August 15, 1974, the same year that –as noted 
earlier in Chapter 1– Mao’s “Three Worlds Theory” (三个世界的理论, or 三個世界的

理論 ) was developed. 18  According to the theory, both the PRC and Brazil would, 
as developing countries, belong to the third world –being neither one of the superpowers 
nor being aligned with them.   

A number of scholars have pointed out that, at the time the China-Brazil relations 
were established, Brazil was under a military dictatorship that had taken power in 1964 
after the Armed Forces overthrown the left-wing government of President J. Goulart (古
拉特, in office since 1961) –which had been democratically elected and openly showed 
his sympathies for Communism (for which he was suspected of being willing to extend 
Brazilian diplomatic recognition to the PRC), with the regime characterized by its anti-
Communist position. In spite of this, both the Chinese and the Brazilian governments 
preferred to downplay differences and emphasize similarities between their countries –
such as the similar position they occupied in the international system– seeking to act 
coordinately and to foster “multilateral South-South cooperation” in order to achieve 
common goals and to oppose protectionist policies of the developed countries.  

Brazilian de facto President E. Geisel (蓋澤爾, in office from 1974 to 1979) 
sought to direct Brazil’s foreign policy towards developing countries in order to seek 
“autonomy” by diversifying Brazil’s interests and reducing its dependence on developed 
countries. As noted by Cardozo and Miyamoto, “the intensification of South-South 
relations would objectively put the North-South dialogue in new terms, inasmuch as the 

                                                      

14 Hearn, “How South American biofuels are gaining steam, and why that freaks the U.S. out “, NBC News,  
http://www.nbcnews.com/id/10723254/  (accessed December 29, 2012). 
15 Ibid., 3.  
16 This point has also been highlighted by both Brazilian and international media. See Alexander Kliment, 
“Bigger, Greener, Younger: Brazil’s Booming Car Fleet” – Tilt Financial Times – April 11, 2011.  
http://tilt.ft.com/posts/2011-04/17916/bigger-greener-younger-brazils-booming-car-fleet 
17 “Governo aumenta etanol na gasolina”–Noticias–Ministério de Minas e Energia do Brasil–January 30, 
2013.  
http://www.mme.gov.br/spg/noticias/destaque2/destaque_0027.html (accessed January 30, 2013). 
18 Altemani de Oliveira, Brasil e China: Cooperação Sul-Sul e parceria estratégica, 72. 

http://www.nbcnews.com/id/10723254/
http://tilt.ft.com/posts/2011-04/17916/bigger-greener-younger-brazils-booming-car-fleet
http://www.mme.gov.br/spg/noticias/destaque2/destaque_0027.html
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coordinated action between developing countries could decrease international power 
asymmetries.”19  

The 1993 China-Brazil Strategic Partnership –established between the two 
largest countries in East Asia and Latin America the same year the PRC became a net oil 
importer – was considered as “a milestone in Sino-Brazilian relations” and, according to 
the Chinese interpretation of it, “a concrete expression of South-South cooperation”, 
based on mutual benefit and aimed at the establishment of a just and equitable new 
international political and economic order, based on multi-polarization and seeking peace, 
stability and the enhancement of the prosperity and economic security of developing 
countries.20  

The accuracy of these statements has been challenged by several Brazilian 
scholars, diplomats and government officials, who have warned against taking them 
unquestioningly. For instance, in an interview conducted in June 2013, Tavares de 
Almeida argued that “it is unclear what does ‘strategic’ mean, but China is not 
‘South’.”21 Along the same lines, Ricupero had noted that, in terms of trade, the Sino-
Brazilian relation “features one of the purest examples of an asymmetrical relationship, 
what once used to be called North-South, or simply colonial” 22 , as mentioned in 
previous chapters of this study. Furthermore, and regarding other dimensions of the 
relation, this author also notes that, despite the “strategic partnership”, China “obviously 
for good reasons, not considered Brazil as an equal in strategic power and economic 
strength.”23 

In this regard, Altemani de Oliveira has argued that “a strategic partnership does 
not apply to commercial relations” but would rather apply to other aspects, noting that 
“the strategic partnership between Brazil and China is… concentrated in 2 clearly defined 
fields of action: firstly, scientific and technological cooperation in order to break the 

                                                      

19 Sandra A. Cardozo and Shiguenoli Miyamoto, “Política externa brasileira em dois momentos: uma 
análise comparative entre a política externa do governo Geisel e fo governo Lular”, paper presented at the 
V Conference of the Brazilian Political Science Association (ABCP), UFMG, Belo Horizonte, July 26-29, 
2006, 11. http://200.186.31.123/ABCP/cadastro/atividade/arquivos/21_7_2006_17_18_22.pdf 
As quoted in Vigevani and Cepaluni, Brazilian Foreign Policy in Changing Times, 87. 
20 “China maintains with Brazil long-term and stable strategic partnership based on mutual benefit” – 
Ministry of Foreign Affairs – People’s Republic of China – November 17, 2000. 
http://www.fmprc.gov.cn/eng/ziliao/3602/3604/t18025.shtml (accessed November 30, 2010). 
21 Interview with Dr. Maria Hermínia Tavares de Almeida, Director, Institute of International Relations 
(IRI, Instituto de Relações Internacionais) at the University of São Paulo (USP), June 5, 2013. 
In her view, “it is unclear for Brazil what is the nature of its relations with China, and the government still 
does not have a clear strategy towards the PRC.” Thus, there is a significant degree of ambiguity in 
Brazilian perceptions of China, with a mixture of optimism about the role that the PRC will play in a multi-
polarized world and a certain mistrust about the degree of support that it will be willing to lend to Brazilian 
initiatives. 
See also M.H. Tavares de Almeida, J. Onuki and L. Piquet Carneiro, Brasil, as Américas e o Mundo: 
Opinão Pública e Política Externa 2010-2011 (São Paulo: Instituto de Relações Internacionais [IRI-USP], 
2012)    
http://www.iri.usp.br/documentos/brasil_americas_mundo.pdf  (accessed July 1, 2013). 
22  Rubens Ricupero, “China-Brasil, relação assimétrica”, Folha de São Paulo, May 24, 2009. 
http://www1.folha.uol.com.br/fsp/dinheiro/fi2405200903.htm (accessed May 3, 2009).   
23 Ibid.    

http://200.186.31.123/ABCP/cadastro/atividade/arquivos/21_7_2006_17_18_22.pdf
http://www.fmprc.gov.cn/eng/ziliao/3602/3604/t18025.shtml
http://www.iri.usp.br/documentos/brasil_americas_mundo.pdf
http://www1.folha.uol.com.br/fsp/dinheiro/fi2405200903.htm
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monopoly held by developed nations, and secondly, cooperation in the political-strategic 
field in order to develop joint strategies in international forums.24   

This author also points out that almost four decades after the establishment of 
diplomatic relations –and twenty years of the strategic partnership, Sino-Brazilian 
relations are characterized by “asymmetry” –given the “clearly stronger position”, in both 
economic and political-strategic terms, that China holds vis-à-vis Brazil– and by 
“increasing Brazilian dependence” on the Chinese market.25 An interesting distinction is 
made by this author by noting that, while Brazil is an “interesting partner” for the PRC, 
China is a “fundamental partner” for Brazil.26   
 De Oliveira claims that, in spite of asymmetries and differences, the fact that 
developing countries are part of a trading system designed by –and beneficial to–
countries of the North –which dominate the current international order, make it advisable 
to countries of the South to coordinate efforts through “joint” or “collective” action 
(“ação conjunta” or “ação coletiva”) in order to increase their clout –with these joint 
actions being led by those countries that have “greater relative leverage” (“maior 
capacidad relativa”). Thus, since the end of the Cold War, Brazil has not been seeking 
structural changes to the international system, but rather “a readjustment of rules” –i.e, 
revision, adjustment and modification– that allows it to promote its own interests. In his 
opinion, this would explain the emphasis that Brazil puts on coalitions –such as the G20– 
and the importance it gives to South-South cooperation and “strategic partnerships” in 
which both common and particular interests of the partners co-exist.27 

The importance that the China-Brazil relation has for both countries can be 
illustrated, among other indicators, by the number of State visits mutually paid by their 
presidents since diplomatic relations were established: succinctly put, while Chinese 
presidents have visited Brazil 5 times, Brazilian presidents have paid 6 State visits to 
their Chinese counterparts.28 It is worth pointing out that, although diplomatic relations 
                                                      

24 H. Altemani de Oliveira, “Brazil and China: from South-South Cooperation to Competition?”, in Latin 
America Facing China: South-South Relations beyond the Washington Consensus, ed. A. Fernández 
Jilberto and B. Hogenboom (New York: Berghahn Books, 2010): 42-43. 
25 Altemani de Oliveira, Brasil e China: Cooperação Sul-Sul e parceria estratégica, 72-73. 
26 Ibid. 
27 Vigevani and Cepaluni, Brazilian Foreign Policy in Changing Times, 97-99.  
28 State visits to Brazil by Chinese presidents started in May 1990, when the 1st State visit ever by a 
Chinese president to Latin America took place. In that occasion, President Yang (杨, or 楊) visited his 
Brazilian counterpart Collor de Mello ( 德梅洛 ), “setting forth China’s principles for developing 
cooperative relations.” The second and third State visits paid by Chinese presidents to Brazil were to take 
place in November 1993 –when President Jiang (江) travelled to promote the establishment of the strategic 
partnership between China and Brazil– and in April 2001 –to guarantee Brazilian support for China’s WTO 
admission– being received by his counterparts Presidents Franco (佛朗哥 ) and Cardoso (卡多佐 ), 
respectively. The fourth and fifth State visits –in November 2004 and April 2010– were paid by President 
Hu (胡), on both occasions, to President Lula (盧拉). 
The first State visit paid by a Brazilian president to the PRC was that of President J. B. de Oliveira 
Figueiredo (菲格雷多), in May 1984. The second visit, by President J. Sarney (薩爾內), took place in July 
1988. The third one was in December 1995, by President Cardoso. After this, there were three visits by 
President Lula (although only two were State visits –in May 2004 and in May 2009, with the remaining 
visit having been paid with occasion of the Olympic Games in August 2008) and the last State visit –the 
sixth– by President D. Rousseff (羅塞夫, in April 2011, included in this list despite having taking place 
after the observed period) 
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between Brazil and China were established almost four decades ago, it was only in the 
last ten or twenty years that bilateral relations have become truly significant.  

As aforementioned, the period observed in this study covers the last years of the 
presidency of Jiang (1993-2003) and Hu (2003-2013)’s whole first term and the first part 
of his second term, as well as the second year of Cardoso(1995-2002)’s second term and 
the whole two terms of Lula (2003-2010). Under Lula, Brazilian foreign policy become 
considerably more oriented towards emerging countries that it had been under the 
Cardoso administration. In Sino-Brazilian relations, this point is reflected by the fact 
that –simply put– Chinese State visits to Brazil doubled under Lula (2004 and 2010), 
compared to only one under Cardoso (in 2001), while Brazilian presidential visits to the 
PRC under Lula tripled visits under the previous administration (2004, 2008 and 2009, 
compared to only one in 1995).29    
 As regards the external environment that was faced by both Cardoso and Lula 
during their presidencies, it has been pointed out that the international order existing then 
was characterized by more similarities than differences. Vigevani and Cepaluni have 
pointed out that, under their presidencies, Brazilian foreign policy evolved from seeking 
“autonomy through participation” under Cardoso to “autonomy through diversification” 
under Lula.30  

In this regard, and as mentioned in Chapter 1, Cardoso was very keen on 
neoliberal, Washington Consensus-oriented policies, and “recognizing the reality of 
strong power asymmetries in the international system, direct negotiation with central 
countries was prioritized, without the need for systematic southern alliances.”31 Indeed, 
and before his election as president in 1994, Cardoso had been Finance Minister –and 
Foreign Minister– of President Franco (佛朗哥), who –in turn– had served as Vice-
president of Collor de Mello’s (德梅洛) and continued the neoliberal policies –based on 
privatization and trade liberalization– that had been implemented in the early 1990s.  

As pointed out by Altemani, it was Franco who included Asia among the 
“priorities” of Brazilian diplomacy –due to the possibilities it offered in terms of 
technical, scientific and technological cooperation– and, when Cardoso became president 
in January 1995, he based his foreign policy on democratic political values and economic 
liberalism. Emphasis was put on multilateralism and on the need to maintain good, 
cooperative relations mainly with the US, the EU, as well as with major Southern 
countries –such as China– to foster free trade and economic openness. Indeed, it was 

                                                                                                                                                              

Visits by Vice-Presidents, Premiers, Vice Premiers, ministers and other high-raking officials are only 
referred to when relevant in terms of their implications for energy or environmental policy. For instance, it 
is worth noting that, in 1992, Premier Li Peng (李鵬 ) participated in the UN Conference on the 
Environment and Development in Brazil, the Rio-92 Conference, which is a “landmark” on the discussion 
about “sustainable development” and “the acceptability of the ever-growing worldwide use of energy and 
of its corresponding aggression against the environment.” See Dias Leite, Energy in Brazil: towards a 
Renewable Energy Dominated System, xiii.   
29 As aforementioned, while Cardoso visited China only once (in 1995) and received Jiang’s visit in 2001, 
Lula visited the PRC 3 times (in 2004, 2008 and 2009) and hosted Hu twice –in 2004 and 2010. These 
visits are examined in more detail in the sections below.   
30 Vigevani and Cepaluni, Brazilian Foreign Policy in Changing Times, 86. 
31 Ibid., 91. 
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during his first year in office that Cardoso visited China.32 Despite the aforementioned 
emphasis, this would be Cardoso’s only visit to the PRC. Although his vice president M. 
Maciel (米素) would visit Beijing in December 1999 –at the invitation of by-then Vice-
President Hu Jintao–33 Cardoso would not visit China again on the seven years he had 
left in office after his December 1995 visit. Before stepping down, however, Cardoso 
would have the chance of hosting President Jiang, when he toured Latin America in April 
2001 seeking for support for China’s bid for WTO access. 

As regards domestic politics, Cardoso’s first term in office was marked by 
neoliberal policies that sought to eliminate “the state from entrepreneurial activities, 
abolishing restrictions to foreign capital and establishing competitive markets in formerly 
monopolistic areas”34, including the opening of the economy in areas such as oil and 
mining through “progressive liberalization”.35 This led to the privatization of a number of 
state-owned enterprises –such as Vale (Companhia Vale do Rio Doce, 淡水河谷公司), 
by then Brazil’s largest mining company –and, currently, the second-largest in the world 
and Brazil’s largest private company– and even an alleged “attempt” to privatize Brazil’s 
NOC, Petrobras (巴西石油), as denounced in October 2010 by Petrobras’ CEO, J.S. 
Gabrielli, who –as one of the first appointees of Lula upon taking office– accused 
Cardoso of having had planned to “dismantle Petrobras and… privatize it”, with “all of 
Petrobras’ activities… being prepared to be gradually passed to the private sector.”36  

However, and as noted in the Policy and Actors sections below, on August 9, 
1995, Cardoso had “categorically guaranteed in a letter to the president of the Senate 
[former President J. Sarney– 薩爾內 ] that his government would undertake the 
commitment not to privatize Petrobras.”37 

Cardoso’s presidency suffered from several turbulences not only due to internal 
problems caused by the troubles that Brazilian finances faced in the mid-1990s –which 
Cardoso himself had contributed to solve, such as inequality38 and inflation, which he 
managed to stabilize with his “real” (雷亞爾) plan, with a number of countries in the 

                                                      

32 Altemani de Oliveira, “Brazil and China: from South-South Cooperation to Competition?”, 37. 
33 “Jiang Zemin Meets Brazilian Vice-President” – People’s Daily – December 17, 1999.  
http://english.people.com.cn/english/199912/17/eng19991217A103.html (accessed April 2, 2010). 
34 Dias Leite, Energy in Brazil: towards a Renewable Energy Dominated System, 21. 
35 Philip Andrews-Speed, Energy Policy and Regulation in the People’s Republic of China (The Hague: 
Kluwer Law, 2004): 156. 
36 “Presidente da Petrobras diz que governo FHC queria preparar estatal para privatizá-la” – Folha de São 
Paulo – October 13, 2010.  
http://www1.folha.uol.com.br/poder/814193-presidente-da-petrobras-diz-que-governo-fhc-queria-preparar-
estatal-para-privatiza-la.shtml (accessed October 14, 2010). 
See also “Em carta ao Senado, FHC garantia Petrobrás e intocável” – Macae News & JusBrasil – 2010 
http://macae-news.jusbrasil.com.br/politica/6066862/em-carta-ao-senado-fhc-garantia-a-petrobras-
intocavel  
“Como FHC e Serra tentaram privatizar a Petrobrás” – GGN – October 24, 2013.  
http://jornalggn.com.br/fora-pauta/como-fhc-e-serra-tentaram-privatizar-a-petrobras (accessed October 25, 
2010). 
37 Dias Leite, Energy in Brazil: towards a Renewable Energy Dominated System, 82. 
38 According to Keohane and Nye, “in Brazil, in 1995, the richest tenth of the population received almost 
half of the national income, and the richest fifth had 64 percent, while the poorest fifth had only 2.5 percent 
and the poorest tenth less than one percent.” See Keohane and Nye, Power and Interdependence, 251.  

http://english.people.com.cn/english/199912/17/eng19991217A103.html
http://www1.folha.uol.com.br/poder/814193-presidente-da-petrobras-diz-que-governo-fhc-queria-preparar-estatal-para-privatiza-la.shtml
http://www1.folha.uol.com.br/poder/814193-presidente-da-petrobras-diz-que-governo-fhc-queria-preparar-estatal-para-privatiza-la.shtml
http://macae-news.jusbrasil.com.br/politica/6066862/em-carta-ao-senado-fhc-garantia-a-petrobras-intocavel
http://macae-news.jusbrasil.com.br/politica/6066862/em-carta-ao-senado-fhc-garantia-a-petrobras-intocavel
http://jornalggn.com.br/fora-pauta/como-fhc-e-serra-tentaram-privatizar-a-petrobras
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region fearing a potential Brazilian crisis39 in 1996– but also from the Asian financial 
crisis of 1997 and the Russian crisis of 1998, which left Brazil with no access to 
international credit. By late 1998, Cardoso had been re-elected and had reached an 
agreement with the IMF, which approved a US$ 41 billion loan. As capital fled Brazil, in 
January 1999 Cardoso had to devaluate the currency by 60% –which provoked the so-
called “efeito caipirinha” (卡普里酒的結果)– and let it float. By the second half of 1999 
the worst part of the crisis had been left behind, but with Cardoso’s popularity severely 
damaged.  

Cardoso’s second term in office is examined in more detail in the sections 
below –since the analysis conducted in this Chapter starts in the year 2000, the second 
year of Cardoso’s second term– but for now it would suffice to say that it was not as good 
as the first had been. Brazil experienced lower economic growth, the state incurred on a 
larger public debt, and unemployment grew, growing political dissent and, finally, an 
energy crisis caused by adverse climatic conditions that provoked a severe draught and, 
given Brazil’s reliance on hydropower –with “the Brazilian electric power system… 
based on hydroelectricity” and with “hydro” accounting for 85% of total electric power 
generation–40 and remarkably low levels of investment on infrastructure and generation 
capacity in the electric power sector, led to the so-called “energy blackout crisis” in early 
200041 or  . According to Andrews-Speed, this crisis illustrated “what can happen if 
liberalization is poorly planned or executed.”42 

After six years in office, during which Cardoso had forged a good relation with 
Clinton –with whom he had shared interests, such as in the promotion of multilateralism 
and trade liberalization, the Brazilian president still had two more years when G.W. Bush 
was elected in 2000 and took office on January 20th, 2001. A few months later, following 
the 9/11 terrorist attacks, “the multilateralist slant became weakened in the United States, 
and the trade issue lost strength vis-à-vis the conflicts that originated in the war on 
terror.”43 Indeed, it has been pointed out that “the interest taken by the United States in 
Latin America, which was not great as it was, diminished further.”44  

Traditionally, security questions had never ranked high in Brazilian foreign 
policy –due to the country’s long pacifist tradition and the remarkably few conflicts in 
which it has been involved throughout its history. Instead, the focus has always been on 
economic development and on multilateralism. Therefore, it became evident that, with 
the new Bush administration, Cardoso would need to make some changes to its foreign 
policy towards the end of his second term. Indeed, he “began to slightly raise the tone of 
criticism” of Bush’s foreign policy and “to seek other partners more in tune with the 
country’s agenda.” China’s economic rise and the complementarity with the Brazilian 
economy made the PRC a natural candidate with which seek to increase trade flows and 

                                                      

39 In Argentina, projections calculated in US$ 10 billion the losses that a Brazilian crisis could have.  
Daniel Bramatti, “Maior temor é de um ‘efeito caipirinha’, Folha de São Paulo, May 5, 1996.  
http://www1.folha.uol.com.br/fsp/1996/5/05/dinheiro/25.html (accessed December 23, 2011).  
40 Dias Leite, Energy in Brazil: towards a Renewable Energy Dominated System, 43. 
41 “Our History-2000” – Petrobras website  
http://www.petrobras.com/en/about-us/our-history/ 
42 Andrews-Speed, Energy Policy and Regulation in the People’s Republic of China, 161.  
43 Vigevani and Cepaluni, Brazilian Foreign Policy in Changing Times, xi.  
44 Ibid.  

http://www1.folha.uol.com.br/fsp/1996/5/05/dinheiro/25.html
http://www.petrobras.com/en/about-us/our-history/


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                             Chapter 4  
                                                                                                                            Sino-Brazilian Energy Policy  

 249 

commercial exchanges. Cardoso become “worried about the difficulties resulting from 
the growth of American unilateralism. This led to an enhancement of relations with China, 
India and South Africa,”45 to which “Lula gave new emphasis.”46  

Indeed, several scholars have pointed out that –despite Lula’s insistence on the 
“change” 47  he represented when compared to Cardoso– “Lula’s foreign policy has 
elements of change with continuity” 48 , and that he has “adopted the cautious and 
pragmatic stand not to change” his predecessor’s macroeconomic policy49 and focused on 
intensifying “relations with emerging countries” such as China, while maintaining 
“friendly political relations and further developing economic relations with rich 
countries –including the US”50, as examined in further detail in the sections below.  

It was during the first term of both Hu and Lula that China and Brazil had the 
chance to further started taking part of the four-sided BRICs51 meetings, which gave 
them the possibility of not only meeting more often but also of interacting with the top 
leaders of India and Russia. Indeed, the 1st meeting of the BRICs was held in New York 
in 2006. However, the first ‘official’ or formal meeting was the one that took place in 
Moscow in 2008. The following year, they met again in Yekaterinburg –an occasion in 
which the four leaders expressed the common view of the group on energy cooperation, 
and the need to reform multilateral institutions, also touching upon food safety issues. 
Finally, the last meeting was held in Brazil, in the Rio Summit in April 2010. It has been 
pointed out that economic pragmatism has been the most dominant feature in relations 
among these four developing countries, which have found in four-sided coordination a 

                                                      

45 Vigevani and Cepaluni, Brazilian Foreign Policy in Changing Times, 86. 
46 Ibid., 81. 
47 It is worth noting that, when Lula was sworn as president on January 1st, 2003, he started his inaugural 
address by saying: “Change [“Mudança”]; this is the key word, this was the message sent by the Brazilian 
people in the October [2002] elections. Hope has finally defeated fear and Brazilians have decided that they 
are ready to travel new roads…. Brazilians have chosen to change. That is why the people of Brazil have 
elected me President of the Republic: to change [“para mudar”] 
See Luiz Inácio “Lula” da Silva, “Discurso Inaugural no Congresso Nacional”, Folha de São Paulo, 
January 1, 2003. (Translation by the author) 
http://www1.folha.uol.com.br/folha/brasil/ult96u44275.shtml (accessed December 12, 2011).  
48 Vigevani and Cepaluni, Brazilian Foreign Policy in Changing Times, 96.  
49 Dias Leite, Energy in Brazil: towards a Renewable Energy Dominated System, 23. 
50 Ibid., 87.  
51 The limited institutionalization of the BRIC and the numerous differences in their members’ views of 
world affairs can be attributed to the significant asymmetries and differences between them. Succinctly put, 
these differences can be said to be the economic relevance of its members –which include the 2nd and 6th 
largest economies in the world (China and Brazil), the very different political systems among them –with 
two of the world’s largest democracies (India and Brazil) with authoritarian or semi-authoritarian regimes, 
their demographic weight –with the world’s two largest populations being that of China and India, which 
are also large manufacturers– a major food exporter (such as Brazil) which is on its way to join Russia as 
worldwide leading energy exporter, with both countries being major exporters of primary products.  
Russia is the only BRIC country that that is not a WTO member.  
See Flávio V. Vieira and Michele P. Verissimo, “O Crescimento Económico em Economias Emergentes 
Seleccionadas: Brasil, Russia, India, China (BRIC) e Africa do Sul”, in Economia e Sociedade 18, no. 3 
(December 2009): 1-34.  
http://www.eco.unicamp.br/docdownload/publicacoes/instituto/revistas/economia-e-sociedade/V18-F3-
S38/Economia%20e%20Sociedade%2037%20Artigo%204.pdf (accessed September 12, 2011). 

http://www1.folha.uol.com.br/folha/brasil/ult96u44275.shtml
http://www.eco.unicamp.br/docdownload/publicacoes/instituto/revistas/economia-e-sociedade/V18-F3-S38/Economia%20e%20Sociedade%2037%20Artigo%204.pdf
http://www.eco.unicamp.br/docdownload/publicacoes/instituto/revistas/economia-e-sociedade/V18-F3-S38/Economia%20e%20Sociedade%2037%20Artigo%204.pdf
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source of economic leverage and clout, as well as a means to gain greater weight in the 
international stage.  

It has also been noted that, being fellow BRIC members, both China and Brazil 
share a long-term vision of the world and have a common understanding of their 
respective roles in the global stage. For some observers, China is “still in the early stages 
of evolution from a regional to a global power and from a developing to a developed 
nation,”52 while Brazil, the regional power in Latin America, is actively seeking to play a 
more important role in the global stage. The Brazilian economy –the 6th in the world as of 
2010– has being performing remarkably good in recent years, to a large extent due to 
Chinese demand of its commodities, which highlights the complementarity of their 
economies but also the unequal terms of exchanges between them and the some of the 
differences among them: in comparison with China, and in terms of energy, Brazil has 
remarkable advantages. It not only is oil self-sufficient and has abundant petroleum 
reserves, but it is also a net energy exporter, while the PRC is increasingly dependent on 
imported petroleum. Furthermore, Brazil’s energy matrix is dominated by renewable 
energy sources –mainly hydropower and biofuels, with ethanol playing a dominant role 
in its liquid fuel market and being the main fuel used in the transportation sector.53  
 
4.3. Brazil’s Energy Sector: Actors and Policy 
 The Brazilian energy sector has a remarkably much simpler structure than is the 
case for China, which remarkably complex sector has been thoroughly examined in the 
previous chapter. Unlike the PRC, the Brazilian government only has one NOC, the state-
controlled Petrobras, and regulates the oil industry through two main agencies, the 
National Petroleum, Natural Gas and Biofuels Agency (ANP, Agência Nacional do 
Petróleo, Gás Natural e Biocombustíveis) and the National Council of Energy Policy 
(CNPE, Conselho Nacional de Política Energética), plus the Ministry of Mines and 
Energy (MME, Ministério de Minas e Energia).54 This study points out an interesting 
common feature of the main actors in Brazil’s energy sector, and it is that they can be 
said to be coetaneous and having originated by the same laws –having been either 
profoundly reformed (Petrobras and MME) or straightaway created (the ANP and CNPE), 
by, most notably, the 1995 Constitutional Amendment that modified the oil monopoly 
and the 1997 “Petroleum Law”, which opened the oil sector to competition.   
 
4.3.1. Petrobras 

Petróleo Brasileiro S.A. (Petrobras, 巴西石油) was created in 1953 to administer 
the “monopoly for all oil-related activities” that had been established by Law No. 2.004 –
sanctioned by President G. Vargas (瓦加斯), who had coined the famous expression “The 
oil is ours” (“O petróleo é nosso”), following the discovery of oil in Lobato, in the 
northeastern state of Bahía (巴伊亞州), in 1938. The monopoly covered oil exploration, 
refining and transportation, with the exception of the distribution of oil products that was 

                                                      

52 Bobo Lo, Axis of Convenience: Moscow, Beijing and the new geopolitics (London: Royal Institute of 
International Affairs, 2008), 4. 
53 Dias Leite, Energy in Brazil: Towards a Renewable Energy Dominated System, 221-223. 
54 Ministério de Minas e Energia 
http://www.mme.gov.br/mme (accessed August 12, 2011). 

http://www.mme.gov.br/mme
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already being done by international companies (IOCs) present in Brazil. A decade after 
its creation, in December 1963, Petrobras established a partnership with the National 
University of Rio de Janeiro (UFRJ, 里約熱內盧聯邦大學) to open the CENPES 
Research Center, a unit of Petrobras responsible for applied research in the country’s 
petroleum industry,55 thus performing a similar function to that of China University of 
Petroleum (中国石油大学, or 中國石油大學) mentioned in Chapter 3.  

Petrobras is controlled by the Brazilian state –i.e., it is a “state-controlled 
company” or, in rigor, a “publicly traded joint stock corporation with its board dominated 
by government-appointed directors”– 56  but it has always enjoy a high degree of 
autonomy from the government and its agencies. According to Campodónico, the 
different types of Petrobras’ shares are, on the one hand, the “preferential shares” (which 
give rights to a fixed dividend but no voting rights to the shareholder), of which private 
investors hold more than 70% and, on the other hand, the “ordinary shares”, of which the 
Brazilian federal government has more than 57.6%, which give it control of the company 
(ordinary shares give rights to an uncertain and variable dividend –and, occasionally, no 
dividend at all– and voting rights –usually, one vote per share). Petrobras “has revamped 
and strengthened its investment plan to around US$ 174 billion for the period 2009-2013. 
In 2009, a new hydrocarbons law was proposed for the exploitation of the pre-salt layer, 
which would create a new company to develop these reserves, either on their own or in 
alliance with other companies.”57 As examined in below sections, CNOOC and CNPC 
took advantage of this possibility as minor partners of Petrobras and other companies that 
formed the consortium of oil companies that won the auction of the Libra oilfield. 

Petrobras is the biggest oil company in Brazil 58  and the largest oil revenue 
producer in Latin America, as well as the largest oil producer in the Southern Hemisphere 
and the 10th largest public company in the world as of 2012, according to Forbes.59 

                                                      

55 The “Leopoldo Américo Miguez de Mello” Research Center (CENPES, Centro de Pesquisas Leopoldo 
Américo Miguez de Mello). CENPES conducts research and development (R&D) in energy –mainly 
petroleum but also other sources, focusing on technological innovation and technical assistance in the areas 
of information and industrial property. The CENPES is, to date, the largest petroleum research center in the 
Southern Hemisphere and one of the two biggest centers in the world. See “Tecnologia e Pesquisa” – 
Petrobras – 2012.  
http://www.petrobras.com.br/pt/energia-e-tecnologia/tecnologia-e-pesquisa/ (accessed September 3, 2012). 
56  Indeed, although private stake-holders account for 68% of Petrobras’ shares, the Brazilian federal 
government control 54% of the votes in the company’s Directive Board.  See  Rosío Vargas,  “Las 
fortalezas de Petrobras: vis-à-vis Pemex, la compañía brasileña cuenta con ventajas importantes”, in 
Energía Debate, 2013.  
http://energiaadebate.com/las-fortalezas-de-petrobras/  
57 Campodónico, “An Energy Panorama of Latin America”, 642-643. 
58 “Oil in Brazil: the Perils of Petrobras” – The Economist – November 17, 2012.  
http://www.economist.com/news/americas/21566645-how-gra%C3%A7a-foster-plans-get-brazils-oil-giant-
back-track-perils-petrobras  (accessed November 18, 2012). 
59 “Global 2000 Leading Companies: The World’s Biggest Public Companies”– Forbes – April 2012.  
http://www.forbes.com/companies/petrobras/  (accessed April 30, 2012).   

http://www.petrobras.com.br/pt/energia-e-tecnologia/tecnologia-e-pesquisa/
http://energiaadebate.com/las-fortalezas-de-petrobras/
http://www.economist.com/news/americas/21566645-how-gra%C3%A7a-foster-plans-get-brazils-oil-giant-back-track-perils-petrobras
http://www.economist.com/news/americas/21566645-how-gra%C3%A7a-foster-plans-get-brazils-oil-giant-back-track-perils-petrobras
http://www.forbes.com/companies/petrobras/
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According to Campodónico, Petrobras is the largest investor in the region as well as “the 
most important SOE in the region, ahead of Mexico’s Pemex and Venezuela’s PDVSA. 
In September 2010, Petrobras raised US$ 70 billion in a worldwide record-breaking 
equity transaction60 aimed at raising the US$ 224 billion that it projects will be needed to 
develop the pre-salt fields.61  

Indeed, it is due to the discoveries made in the pre-salt layer that, according to 
data released by the ANP in early 2013, Brazil’s proven oil reserves have increased 
68.5% between 2000 and 2010. Indeed, they have increased from 9.8 billion to 16.6 
billion barrel oil equivalent (boe). Moreover, Petrobras’s discovery record have allowed 
Brazil to achieve world leadership in terms of new proven reserves –overtaking even the 
Middle East, with 11 out of the 35 largest discoveries worldwide having occurred in 
Brazil, according to the international consulting firm HIS Cera.62   

Petrobras contributes to around 10% of Brazil’s GDP, which has led the country –
and the government– to be considered as “Petrobras-dependent”, since Brazil’s industrial 
development largely depends on this company. In order to illustrate this point, it is 
noteworthy to recall that Petrobras accounted for 91% of the crude oil produced in Brazil 
in 2010.63 Therefore, Lula “made a policy of strengthening government control over the 
oil industry and, therefore, the government – which already “held nearly a third of 
Petrobras stock before the offering, and exercised more than half of its voting shares”–
was expected to increase its share of the company following the September 2010 
offering.64 

Although Petrobras is mainly focused on oil and gas (exploration and production; 
refining, commercialization and transportation), its activities also cover biofuels –as of 
2010, Petrobras had six biofuel plants, with Petrobras Biocombustível having been 
created in 200865– and other renewable energy sources, as well as petrochemicals (which 
underwent “partial privatization” under Cardoso), distribution of derivatives and 
electrical energy.66  

                                                      

60 Rob Dwyer, “IPO: how Petrobras struck 70 billion” – EuroMoney – 2011.  
http://www.euromoney.com/Article/2780467/IPO-How-Petrobras-struck-70-billion.html  
61 Chris V. Nicholson, “Petrobras Raises $70 Billion in Share Issue”, The New York Times, September 24, 
2010. 
http://dealbook.nytimes.com/2010/09/24/petrobras-raises-70-billion-in-share-issue/?_r=0 (accessed 
September 25, 2010).   
62 “Profundo Futuro” Petrobras Magazine 63 (2013).  
http://www.petrobras.com/es/magazine/post/profundo-futuro.htm  (accessed November 20, 2013).   
HIS Energy Consulting 
http://www.ihs.com/products/energy-consulting/index.aspx (accessed April 30, 2012).   
63 ANP Bulletin of Oil&Gas Production November 2010 
64 Please refer to Note 57 above.  
65 “Our History-2008”– Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ (accessed April 28, 2012).   
66 As of December 2010, Petrobras had 132 petroleum production platforms for its off-shore activities, 16 
oil refineries, 291 vessels, almost 30,000 kilometers of pipelines and 8,477 service stations. In terms of 
international presence, Petrobras was present in 30 countries. See “Petrobras”–Listing Directory–New York 
Stock Exchange (NYSE) – 2012.  

http://www.euromoney.com/Article/2780467/IPO-How-Petrobras-struck-70-billion.html
http://dealbook.nytimes.com/2010/09/24/petrobras-raises-70-billion-in-share-issue/?_r=0
http://www.petrobras.com/es/magazine/post/profundo-futuro.htm
http://www.ihs.com/products/energy-consulting/index.aspx
http://www.petrobras.com/en/about-us/our-history/


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                             Chapter 4  
                                                                                                                            Sino-Brazilian Energy Policy  

 253 

Petrobras specialized in off-shore exploration and held a monopoly of the 
Brazilian oil industry until the oil –and gas- sector was opened in 1995, when Article 177 
of the Brazilian Constitution –which covered the oil monopoly– was modified. The 
Cardoso administration decided to open the oil sector to competition with foreign and 
Brazilian companies after Law 9.478 –the so-called “Lei do Petróleo”– was passed on 
August 6, 1997.67 The law set up the “conditions for the transition of Petrobras from 
being the executor of the monopoly to becoming a mere public concession holder”, thus 
confirming that “the government had full rights of exploration and production of oil.”68 

With the reforms, “the status of Petrobras was redefined. It became a ‘mixed-
economy company linked to the MME, whose objective is the survey, production… to 
carry out its activities in an environment of free competition with other companies, and in 
keeping with market conditions.” 69  Indeed, it has been pointed out that Petrobras 
“operates with a free-market ethos and has shares trading on the New York Stock 
Exchange” since August 10, 2000.70 Indeed, following the reforms it became a mixed-
economy company. 

The Law also created the ANP (Agência Nacional do Petróleo, Gás Natural e 
Biocombustíveis, or National Agency of Petroleum, Natural Gas and Biofuels) –appointing it as 
the administrator of exploration and production activities–71  and the CNPE (Conselho 
Nacional de Politica Energética, or National Council for Energy Policy), examined below.  

As noted by Dias Leite, before the reforms of the 1990s, Petrobras had enjoyed 
the monopoly of Brazil’s oil and gas sector, and only faced limited competition by “a set 
of distributors dealing initially with imported oil products, the majority of which were 
foreign private companies established in Brazil since the beginning of the 20th century.”72 
Indeed, Royal Dutch Shell (殼牌公司)73 had been the 1st foreign crude oil company to 
enter Brazil in the early 1910s, followed shortly after by American oil giant Chevron (雪
佛龍).74 In the mid-1950s, the British BP plc (former British Petroleum, 英国石油)75 had 

                                                                                                                                                              

http://www.nyse.com/listed/pbr.html (accessed April 30, 2012).   
67 In order to regulate and supervise the new aspects of its oil industry, the Brazilian government created, 
with the same law, the National Petroleum Agency (ANP, Agência Nacional do Petróleo, Gás Natural e 
Biocombustíveis, in charge of regulating the oil industry) and the National Council of Energy Policy 
(CNPE, Conselho Nacional de Política Energética). See “Lei 9478” – Subchefia para Assuntos Jurídicos – 
Casa Civil– Presidência da República. 
 http://www.planalto.gov.br/CCIVIL_03/LEIS/L9478.htm (accessed May 3, 2013).   
68 Dias Leite, Energy in Brazil: Towards a Renewable Energy Dominated System, 82-83. 
69 Petrobras Annual Report 2001, as cited in Dias Leite, Energy in Brazil,  81.  
70 John Lyons, “Brazil Turns to China to Help Finance Oil Projects”, The Wall Street Journal, May 18, 
2009. http://online.wsj.com/news/articles/SB124259318084927919 (accessed May 20, 2009). 
See also “Petrobras”–Listing Directory–New York Stock Exchange (NYSE) – 2012.  
http://www.nyse.com/listed/pbr.html (accessed June 20, 2012).   
71 Ibid.  
72 Dias Leite, Energy in Brazil: Towards a Renewable Energy Dominated System, 82. 
73 As a matter of fact, Shell has been in Brazil since 1913. See Shell Brasil website. 
http://www.shell.com/bra.html (accessed January 2, 2012).   
74 Just like Shell, Chevron has been in Brazil since 1915. See Chevron Brasil website. 
http://www.chevron.com.br/negocios/nossa-historia.aspx  (accessed March 6, 2011).   

http://www.nyse.com/listed/pbr.html
http://www.planalto.gov.br/CCIVIL_03/LEIS/L9478.htm
http://online.wsj.com/news/articles/SB124259318084927919
http://www.nyse.com/listed/pbr.html
http://www.shell.com/bra.html
http://www.chevron.com.br/negocios/nossa-historia.aspx
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also arrived to Brazil and, following the reforms of the 1990s, other IOCs followed suit, 
including Spain’s Repsol (called Repsol/YPF [雷普索爾/YPF] throughout the observed 
period)76, the Norwegian Statoil (挪威國家石油公司), and, more recently, the Chinese 
NOCs Sinopec (中國石化) –in 2004– CNPC (PetroChina, 中国石油) and CNOOC (中國

海洋石油)– in the 2000s. Petrobras has reached production sharing agreements (PSA) 
with several of this companies, although retaining the upper hand in technological 
development and being either the main or the sole operator of the off-shore oilfields.   

For the purposes of this study, and as examined in further detail in following 
sections, it is noteworthy that Sinopec has been the pioneer and most active Chinese 
NOC in Brazil, although CNPC caught up having reached a number of agreements with 
Petrobras throughout the observed period: for instance, in 2004 Petrobras and Sinopec 
established a “strategic cooperation relationship on oil exploration, production, refining, 
marketing, pipes and technology”77 –the same year that Petrobras opened its offices in 
Beijing– and the Petrobras-Sinopec agreement on the Gasene pipeline reached in 
September 200478 (Gasoduto da Integração Sudeste-Nordeste, the longest pipeline in 
Brazil due to its 1,400 kms extension)79 which started to be constructed in July 2005 and 
was inaugurated in March 2010.80 In February 2009, a Petrobras-Sinopec agreement on 
petroleum trade was reached and, in October 2010, Sinopec also acquired 40% of the 
Brazilian unit of Repsol/YPF for US$ 7.1 billion, thus becoming Repsol Sinopec Brasil. 
It had been also in May this year that a US$ 10 billion “loan-for-oil” had been reached 
between Petrobras and the China Development Bank (CDB, 国家开发银行or國家開發

銀行). 

CNPC was the second NOC in enter Brazil and reach agreements with Petrobras, 
such as the Petrobras-CNPC MOU for “joint business ventures” it signed in February 
2005 –which would result, the following year, in the Petrobras-CNPC Gascav (standing 
for Gasoduto Cabiúnas–Vitória) natural gas pipeline deal, agreed in 2006. Also, in 
February 2009, the Petrobras-CNPC MOU on petroleum trade was signed by 

                                                                                                                                                              

75 British Petroleum arrived to Brazil in 1957, when it installed a Castrol (嘉實多) factory in Rio de Janeiro. 
Today its Brazilian operations cover five business areas, including oil and natural gas exploration and 
production (BP Energy), and ethanol production (BP Biofuels). See “BP in Brazil” 
http://www.bp.com/en/global/corporate/about-bp/bp-worldwide/bp-in-brazil.html (accessed March 6, 2011).   
76 See Repsol Brasil 
http://www.repsol.com/es_en/corporacion/conocer-repsol/repsol-en-el-mundo/brasil.aspx (accessed May 6, 
2011).   
77  Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy toward Latin America,” 101. 
78 Alexandre Spatuzza, “Petrobras empezará construcción de ducto Gasene en julio”, BNAmericas, March 
15, 2005. 
http://www.bnamericas.com/news/petroleoygas/Petrobras_empezara_construccion_de_ducto_Gasene_en_j
ul (accessed March 26, 2011).   
79 “Produção de petróleo e gás natural” – Portal do Governo do Estado do Espírito Santo – 2012.  
http://www.es.gov.br/EspiritoSanto/paginas/petroleo_gas.aspx (accessed November 6, 2012).   
80 “Maio gasoduto do Brasil nos  ultimos dez anos” – Petrobras – March 26, 2010.  
http://www.petrobras.com.br/pt/noticias/maior-gasoduto-do-brasil-nos-ultimos-dez-anos/ (accessed March 
27, 2010).   

http://www.bp.com/en/global/corporate/about-bp/bp-worldwide/bp-in-brazil.html
http://www.repsol.com/es_en/corporacion/conocer-repsol/repsol-en-el-mundo/brasil.aspx
http://www.bnamericas.com/news/petroleoygas/Petrobras_empezara_construccion_de_ducto_Gasene_en_jul
http://www.bnamericas.com/news/petroleoygas/Petrobras_empezara_construccion_de_ducto_Gasene_en_jul
http://www.es.gov.br/EspiritoSanto/paginas/petroleo_gas.aspx
http://www.petrobras.com.br/pt/noticias/maior-gasoduto-do-brasil-nos-ultimos-dez-anos/
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representatives of the Brazilian and Chinese governments during Vice-President Xi’s 
visit to Brazil that year.  

As regards CNOOC, it is worth noting that it has been the last of China’s major 
NOCs to enter into the Brazilian petroleum sector –and this study highlights that CNOOC 
only did so after the observed period. This runs contrary to what could be expected given 
the natural affinity between its focus on off-shore oilfields both in China and abroad, on 
the one hand, and, on the other, the fact that Brazil’s enormous oil reserves are located in 
its continental shelf, with foreign companies being allowed to conduct exploration 
activities on it since the reforms and with other NOCs –such as Sinopec and CNPC– have 
entered into numerous energy cooperation agreements with Petrobras. As a matter of fact, 
and as far as it can be argued in this study, CNOOC’s was the only NOC that did not 
enter the Brazilian oil sector throughout the whole observed period, although it is 
currently present on it, as one of the five oil companies –both NOCs and privately-owned, 
such as Petrobras, Shell, Total, and its fellow NOC CNPC– that integrate the 
consortium that won the bidding for the Libra oilfield, auctioned in October 2013.  

Other international oil companies that compete with Petrobras are the US-based 
Anadarko and El Paso Corporation, the Portuguese Galp Energia, the British BG Group, 
the Indian ONGC, and the Russian TNK-BP (acquired in 2013 by Russia’s NOC 
Rosneft). Competition in the sector is not just from foreign companies: since 2007, 
Brazilian OGX Petróleo e Gás SA (OGX石油 公司), the oil company of Brazilian oil 
tycoon E. Batista (巴蒂斯塔), staffed largely with former Petrobras employees, has been 
competing with Petrobras and in 2011 it started to produce oil in the Campos Basin.  

Petrobras’ rising production, impressive and steady growth and international 
expansion81 for the last few decades have allowed Brazil to become self-sufficient in oil 
in 200682 and, consolidated in the following years, allowed it to break with its “traditional 
dependence on imported oil.”83 

Also as part of its international expansion strategy, Petrobras had acquired an 
American refinery –Pasadena Refining System, Inc. (PRSI), in Texas– with the aim of 
start off-shore exploration activities in the Gulf of Mexico (墨西哥灣) in 2007.  

Brazil’s petroleum self-sufficiency has been further strengthened by the 
company’s discoveries of the ultra deep-water off-shore oilfields of Tupi/Lula (at a depth 
of 7,000 meters)84 in 2007 and Libra in 2010, and have created realistic expectations 
                                                      

81 For instance, in 2003, Petrobras acquired the Argentine oil company Pérez Companc Energía (PECOM 
Energía S.A.), which was “the largest independently owned energy company in the Latin American region”, 
with oil and gas operations in Argentina, Brazil, Venezuela, Bolivia, Peru and Ecuador.  
See “Exemption 82-3295- SEC” – US Security and Exchange Commission – Washington, DC –March 13, 
2002.  
http://www.sec.gov/Archives/edgar/vprr/0000/0201/02015920.pdf (accessed June 2, 2011).   
82  In 2006, when Petrobras started production at the P-50 oilfield, Brazil was able to achieve self-
sufficiency in oil, although this was only temporary, due to increased consumption the following year. 
Nevertheless, it was recovered in 2008 and maintained to the present.   
83 Dias Leite, Energy in Brazil: Towards a Renewable Energy Dominated System, 77. 
84 “Increasingly Deep: Operations in the Pre-Salt” – Petrobras – 2013.  

http://www.sec.gov/Archives/edgar/vprr/0000/0201/02015920.pdf
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around the fact that it could become the world’s 4th-largest oil producer (behind Russia, 
Saudi Arabia and the U.S.) by 2020,85 when China will become a major oil-importing 
country –with Chinese dependence on imported oil projected to account for 60%, 
according to estimations made by researchers at the Chinese Academy of Engineering 
(CAE, 中國工程院).86 

The off-shore discoveries were of such importance that American observers have 
estimated that, although the priority is to supply Brazilian domestic demand, Brazil 
would still have enough oil as to supply all US needs for over seven years87 and Petrobras 
could surpass American oil giant Exxon Mobil (艾克森美孚) as the world’s largest 
publicly-traded oil company.88  

Since the reserves in the Brazilian continental shelf lie at considerable depths –as 
deep as 7,000 mts, Petrobras is at the top frontier of the design and development of 
technologies that allow oil extraction from newly-discovered oilfields (which oil is light 
and of a much superior quality and requires substantially less processes and investment to 
be refined than heavy and sour Venezuelan oil) at a reasonable and profitable cost. The 
emphasis in the refining process is due to the fact that the Brazilian government wants to 
export derivatives and not only crude oil.89  

Petrobras’ technical expertise in deep and ultra-deep waters exploration and 
production is internationally recognized, and the company is widely considered as the 
world leader in ultra deep water drilling, having set the Brazilian record of drilling depth 
in 2005 with “a sloped well that reached 6,915 meters beyond the bottom of the sea,”90 in 
the Santos Basin and, in 2007, having discovered oil in Tupi at a depth of 7,000 mts, as 
aforementioned.  

As regards refining capacity, Petrobras operates 11 facilities out of the 13 
refineries that Brazil has. The refining capacity in Brazil is considered to be relatively 
simple, since it lacks the technology and refining capacity to process some of the heavy 
crude oil that the country produces. Thus, at times if needs to export it and import light 
crude oil. At present, and with domestic demand steadily rising, Brazilian refineries are 
operating at full capacity. The company is currently building the first of the five extra 
refineries that should be operating by 2020, which would increase its refining capacity to 
more than 3.1 million bbl/d by 2020 to meet burgeoning domestic demand. In the case of 
one of these refineries –the Abreu e Lima plant, in the Northeastern state of Pernambuco 
                                                                                                                                                              

http://www.petrobras.com.br/en/energy-and-technology/sources-of-energy/oil/presalt/  
85 “Energy In Brazil: Energy Finds Put Country at a Whole New Power Level”–The New York Times –
August 10, 2011.  
http://www.nytimes.com/2011/10/11/business/energy-environment/in-brazil-energy-finds-put-country-at-a-
whole-new-power-level.html?pagewanted=all&_r=0  (accessed August 11, 2011).   
86 “Experts warn of China’s rising imported oil dependence” – Xinhua – August 14, 2011. 
http://news.xinhuanet.com/english2010/indepth/2011-08/14/c_131048726.htm (accessed August 15, 2011).   
87 “Obama quiere el petróleo de Lula”–El País– March 9, 2009.   
http://elpais.com/diario/2009/03/09/internacional/1236553202_850215.html  (accessed March 11, 2009).   
88 See Note 48 above.  
89  “Brasil lucha por ganar peso ante la arrolladora maquinaria china”– El País– November 8, 2011. 
http://internacional.elpais.com/internacional/2011/11/08/actualidad/1320739840_835096.html (accessed 
December 11, 2011).   
90 “Our History-2005” – Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ (accessed August 17, 2011).   

http://www.petrobras.com.br/en/energy-and-technology/sources-of-energy/oil/presalt/
http://www.nytimes.com/2011/10/11/business/energy-environment/in-brazil-energy-finds-put-country-at-a-whole-new-power-level.html?pagewanted=all&_r=0
http://www.nytimes.com/2011/10/11/business/energy-environment/in-brazil-energy-finds-put-country-at-a-whole-new-power-level.html?pagewanted=all&_r=0
http://news.xinhuanet.com/english2010/indepth/2011-08/14/c_131048726.htm
http://elpais.com/diario/2009/03/09/internacional/1236553202_850215.html
http://internacional.elpais.com/internacional/2011/11/08/actualidad/1320739840_835096.html
http://www.petrobras.com/en/about-us/our-history/
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(伯南布哥), Petrobras had joined efforts with Petróleos de Venezuela S.A. (PdVSA), 
building the refineries through a joint-venture that was expected to start operating in late 
2013 but could not due to “unsuccessful negotiations” between the NOCs.91  

Finally, it is noteworthy that, following the discoveries in the pre-salt layer, a new 
company called Petrosal was proposed by Lula and being established by the government 
as of 2011. The initiative was aimed at establishing a new institutional framework for the 
pre-salt, with the new company being responsible for the administration of Production-
Sharing Contracts (PSA), and the trading of oil and gas. However, Lula’s initiative raised 
considerable debate among specialists, academics and general public alike. Particularly 
critical was the posture of Brazilian scholar Lourdes Sola, professor at the University of 
São Paulo and former president of the International Political Science Association (IPSA), 
who warned against the “relevant juridical and economic impacts of changing the 
regulatory model, which would create a credibility problem for Brazil”, voicing her 
opinion at the XXI World Congress of Political Science held in Santiago, Chile, in July 
2009, and warning that such “a dramatic change of rules, in the middle of the game, 
could mean the return to a statist model and would imply the marginalization of Petrobras, 
taking away incentives for investors who are economically and technologically ready to 
explore the new fields.”92 

 
4.3.2. Petrobras and Biofuels 

As mentioned in preceding chapters, this study points out that Petrobras’ energy 
production is not limited to petroleum and that, besides being a worldwide leader in ultra 
deep-water petroleum exploration and exploitation, the company is also a leader in the 
production of biofuels, not only in traditional ethanol and biodiesel, but also those with a 
higher degree of sophistication.  

Indeed, Petrobras has allocated over US$ 4 billion to biofuel research, to be 
conducted between 2011-2015, according to its planned investments.   

Brazil is widely recognized as being a top-producer and exporter of sugar cane-
based ethanol and having a rapidly-developing biodiesel industry, as well as having one 
of the lowest carbon emitting, cleanest energy matrices in the world. According to C. 
Frei –Secretary General of the World Energy Council (WEC, 世界能源理事會)93, Brazil 
is “one of the world’s most environmentally conscious energy producers. Brazil’s energy 
mix differs considerably from the rest of the world, including 46% of from renewable 

                                                      

91 “Petrobras absorbe refinería tras fracaso en negociaciones con PdVSA” – El Universal – October 25, 
2013.  
http://www.ultimasnoticias.com.ve/noticias/actualidad/economia/petrobras-absorbe-refineria-tras-fracaso-
en-negoci.aspx (accessed October 26, 2013).   
92 Lourdes Sola, remarks made while sharing her opinion with the author, on occasion of attending the XXI 
World Congress of Political Science held in Santiago, Chile, July 12-16, 2009. 
See also L. Sola, “¿Nacionalismo energético en Brasil? ¿Petrobrás o PetroSal?”, InfoLatAm, August 31, 
2008.  
http://www.infolatam.com/2008/09/01/nacionalismo-energetico-en-brasil-petrobras-o-petrosal/ (accessed 
August 31, 2008).   
93 World Energy Council 
http://www.worldenergy.org/ (accessed October 6, 2011).   

http://www.ultimasnoticias.com.ve/noticias/actualidad/economia/petrobras-absorbe-refineria-tras-fracaso-en-negoci.aspx
http://www.ultimasnoticias.com.ve/noticias/actualidad/economia/petrobras-absorbe-refineria-tras-fracaso-en-negoci.aspx
http://www.infolatam.com/2008/09/01/nacionalismo-energetico-en-brasil-petrobras-o-petrosal/
http://www.worldenergy.org/
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sources…. As a world first, in 2008 ethanol overtook gasoline as Brazil’s most used 
motor fuel.”94 

Out of the three countries examined in this study, Brazil is clearly the one that has 
the most sustainable energy matrix, leading by a considerable margin both China and 
Argentina –where hydrocarbons account for 80% to 90% of total energy supply– and 
even comparing favourably to the US.   
 
4.3.3. Ethanol 

Petrobras, being the NOC of Brazil –“one of the world’s biofuel superpowers’”95– 
has increasingly became involved in ethanol research, development and production. As 
the most widely used biofuel, ethanol can be obtained from a variety of sources, 
including feedstock –such as corn (as in the US), wheat, sugar beets and sugarcane (as in 
Brazil). Despite the fact that, “ethanol contains about 30% less energy than gasoline, as 
measured per unit volume” as pointed out by one of the interviewees in São Paulo,96 
Brazilian sugar case-based ethanol is the most-“on average, the cheapest biofuel option 
available.”97 In addition to that, and regarding its competitiveness with petroleum, one of 
the main advantages of Brazilian ethanol is that “only ethanol produced from sugarcane 
in Brazil, which has no subsidies, is competitive as a replacement for gasoline.”98 

Indeed, three main phases can be distinguished in the use of ethanol along eight 
decades in Brazil. It was first used as an “additive” –mandatorily added to petrol from the 
1930s to the 1970s, in a proportion of anhydrous ethanol ranging from 10% (from 1% to 
10% –E10– the 1st phase) to 20% (E20, during the 2nd phase), when the Geisel 
administration introduced the National Alcohol Programme (PNA, “Pró-Álcool”) to 
promote the use of ethanol (by then, called “alcohol”) as an alternative to oil due to the 
crises of 1973 and 1979– and later as a “substitute” to petrol.99 Petrobras has been active 
in the ethanol segment “since the 1970s, at first participating in the Pró-Álcool 
program,”100 and its investments in biofuel production have increased remarkably in the 
2000s, that it when the third and last phase started. Indeed, it was in 2003 that the first 
“flex-fuel” vehicle was introduced to the Brazilian market by German automaker 
Volkswagen (大眾汽車). This kind of vehicle can function with any level of mixture of 

                                                      

94 As cited in Dias Leite, Energy in Brazil: Towards a Renewable Energy Dominated System, xi. 
95 Ivetta Gerasimchuk, Richard Bridle, Christopher Beaton and Chris Charles, “State of Play on Biofuel 
Subsidies: are policies ready to shift?”, Research Report (Manitoba, CA: The International Institute for 
Sustainable Development, 2012): 3-5.  
http://www.environmentportal.in/files/file/bf_stateplay_2012.pdf (accessed November 16, 2012).   
96 Interview with Miss Luana M. Oliveira (Coordinator of Institutional Relations), Brazilian Sugarcane 
Industry Association (UNICA, União da Indústria de Cana-de-Açúcar), São Paulo, June 7, 2013.  
97 Gerasimchuk et al., “State of Play on Biofuel Subsidies,” 14.   
98 José Goldemberg and Patricia Guardabassi “Are biofuels a feasible option?” in Energy Policy 37 (2009): 
11.  
99 The program was established on November 14, 1975, by Decree No. 76,593.  
Dias Leite, Energy in Brazil: Towards a Renewable Energy Dominated System, 9, 121-124. 
See also Programa Nacional do Álcool 
http://www.biodieselbr.com/proalcool/pro-alcool/programa-etanol.htm (accessed May 2, 2013).   
100 “Ethanol: a leap to the future” – Petrobras – 2011.  
http://www.petrobras.com/en/magazine/post/detalhe-11.htm (accessed June 17, 2011).   

http://www.environmentportal.in/files/file/bf_stateplay_2012.pdf
http://www.biodieselbr.com/proalcool/pro-alcool/programa-etanol.htm
http://www.petrobras.com/en/magazine/post/detalhe-11.htm
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ethanol and gasoline –either E20 or E25, the current official blend since 2013– or with 
neat hydrated ethanol (E100). As noted by Dias Leite, “the entry of the flex car impacted 
on the demand for ethanol, boosting it.101 As explained below, it was also in 2003 that the 
Brazilian government introduced specific legislation fostering “the production of 
biodiesel”, making a 5% blend in diesel mandatory. 102 

Following the introduction of the first “flex-fuel” model by VW, other 
automakers followed suit, with immediate success. As a result, at present Brazil has the 
largest flex-fuel vehicle fleet in the world, with over 80 models being available, including 
those produced by Chinese automakers JAC (江淮汽车股份有限公司, or 江淮汽車股份

有限公司, a Chinese SOE) and Chery (奇瑞汽车股份有限公司, or 奇瑞汽車股份有限

公司 , the largest independent automaker in the PRC). In August 2010, JAC started 
exporting ethanol-powered cars to Brazil –as a matter of fact, the company’s plans 
include the export of 620,000 cars between 2010 and 2020– and, in July 2011, Chery 
announced that it had started building a plant –the first Chinese automaker to do so– in 
Jacareí, in the state of São Paulo (聖保羅州). Chery has also led the way to other Chinese 
automakers by launching the S-18 model –the first Chinese made “flex-fuel” car– in the 
Brazilian market. 103  JAC followed suit, announcing in October 2011 that it would also 
start building a plant in Bahía, in Northern Brazil, which would start operating in 2014. 
As pointed out by JAC Brasil’s president, S. Habib, by so doing the automaker expects to 
benefit from being “exempted from paying a 30-percent import duty on foreign-made 
cars –a tax policy designed to foster automobile industries in the Common Market of the 
South (Mercosur)”104 [南方共同市場]. As pointed out by officials interviewed at the 
Chinese embassy in Brasilia, there are significant opportunities for further expansion of 
the automotive business, although they refused to give estimations of the time at which 
this might happen. They also noted that, in many cases, Brazilian businessmen are the 
ones interested in investing jointly with the Chinese automakers, as minor partners, 
offering local knowledge and connections.105 

At present, and according to the 2010 Report Who is Winning the Clean Energy 
Race? by Pew Environment Group –at the Pew Research Center (皮尤研究中心) in 
Washington, DC– Brazil leads the world in terms of biofuel resources readily available 
for further expansion, with both oil production and ethanol demand projected to triple 
between 2010 and 2020, and with Brazil’s total oil consumption expected to fall – from 
38% in 2010 to 32% percent by 2020106  due to the steady rise of ethanol use in the 
                                                      

101 Dias Leite, Energy in Brazil: Towards a Renewable Energy Dominated System, 126. 
102 The so-called “Production and Use of Bio-Diesel Programme.” See Dias Leite, Energy in Brazil, 140. 
103 “Chery S18” – Chery Brasil 
http://www.cherybrasil.com.br/chery-s18  (accessed June 17, 2013).   
104 Interstingly, the announcement by JAC Motors was made only one day after Japanese Nissan (日產汽車) 
announced that investments for US$ 1.4 billion in a new plant in Brazil –expected to produce 200,000 cars 
per year, and creating about 2,000 new jobs. See “China’s JAC Motors to invest $500 million in Brazil 
plant” – China Daily – October 7, 2011.  
http://www.chinadaily.com.cn/business/2011-10/18/content_13925301.htm  
105 Interviews conducted at the Chinese Embassy in Brazil, Brasilia, June 3, 2013.  
106 Pew Environment Group, Who is Winning the Clean Energy Race? 2010 Report.  
http://www.pewenvironment.org/news-room/reports/whos-winning-the-clean-energy-race-2010-edition-
329291 (accessed January 1, 2011).   

http://www.cherybrasil.com.br/chery-s18
http://www.chinadaily.com.cn/business/2011-10/18/content_13925301.htm
http://www.pewenvironment.org/news-room/reports/whos-winning-the-clean-energy-race-2010-edition-329291
http://www.pewenvironment.org/news-room/reports/whos-winning-the-clean-energy-race-2010-edition-329291


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                             Chapter 4  
                                                                                                                            Sino-Brazilian Energy Policy  

 260 

Brazilian market, which would use less petroleum, thus allowing for 50% of oil 
production to be exported. 

It is worth noting that, besides its economic and environmental benefits, biofuels 
also offer fiscal advantages107, since “in Brazil, fuel prices are regulated and liquid fuels 
are taxed by both the federal and state governments, although at different rates. 108  
National averages of total taxation are higher on petrol than on ethanol.”109 

 
4.3.4. Petrobras Biocombustível 

In May 2008 Petrobras Biofuels (Petrobras Biocombustível) was created, as a 
“subsidiary of Petrobras in charge of developing ethanol and biodiesel production and 
management projects.”110 Ever since its creation, Petrobras Biocombustível has been in 
charge of the joint ventures that Petrobras has established with several Brazilian 
producers, or with multinational companies based in Brazil.   

According to R. Castello Branco, Petrobras Biocombustível’s ethanol director, for 
the company “(going to) the market for renewable energy is a natural path. Choosing 
ethanol seemed to be the most logical option, since it allowed us to work with liquid fuels, 
a field in which we have great expertise.”111 Branco also explains that three pillars guided 
Petrobras’ investments in biofuels –i.e., energy security, environmental issues (since 
ethanol has been granted the “advanced biofuel” status due to the fact that its use reduces 
in more than 60% the emissions of greenhouse gases in its total life cycle, when 
compared to gasoline) and social issues (generating new jobs and more income for the 
people working at the sugarcane plantations and the ethanol refineries).  

Unlike the case of China, in Brazil –neither in Argentina– there is no 
incompatibility between “food security” and “energy security”, and the Brazilian 
government constantly promotes ethanol as saying that, in addition to its energy and 
environmental advantages, Brazilian sugar cane plantations provide 15% of the country’s 
total energy supply while occupying less than 1% of Brazilian territory.112  

Despite the lack of competition with foodstuff, Petrobras has also paid attention to 
2nd generation biofuels and, in 2007, it opened the 1st bioethanol (lignocellulose ethanol) 
pilot plant in Brazil” and which, according to the company, ranked “the company on the 
cutting-edge of 2nd-generation biofuels.” 113 In this regard, it has been noted that “much 

                                                      

107 Interview with Prof. Leandro Pereira dos Santos, Researcher, International Relations Research Center 
(NUPRI, Núcleo de Pesquisas em Relações Internacionais) at the University of São Paulo (USP), June 7, 
2013.  
108 In spite of rising world oil prices, Petrobras did not raise gasoline prices between 2008 and 2010. As a 
result, its finances were under pressure in 2011, with prices of refined oil product imports and ethanol 
rising. To compensate the losses in which the NOC had incurred without without affecting consumers by 
raising fuel prices, the government decided to lower the tax on gasoline, at the same time allowing 
Petrobras to increase the fuels wholesale price. 
109 Dias Leite, Energy in Brazil: Towards a Renewable Energy Dominated System, 130. 
110 “Our History-2008”– Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ (accessed June 7, 2010).   
111 “Ethanol: a leap to the future” – Petrobras – 2011.  
http://www.petrobras.com/en/magazine/post/detalhe-11.htm (accessed December 30, 2011).   
112 Dias Leite, Energy in Brazil: Towards a Renewable Energy Dominated System, 149. 
113 Second-generation biofuels are “those made out of agribusiness residues”. See “Our History-2007” – 
Petrobras website – http://www.petrobras.com/en/about-us/our-history/ (accessed November 5, 2011).   

http://www.petrobras.com/en/about-us/our-history/
http://www.petrobras.com/en/magazine/post/detalhe-11.htm
http://www.petrobras.com/en/about-us/our-history/
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attention is given in Brazil as well as abroad to obtaining ethanol from wood cellulose 
and other vegetable especies.”114 The main benefit of cellulosic ethanol would be the 
increase in the amount of ethanol produced without having to expand the sugarcane 
planting fields. The strategy to get there includes the use of waste, such as sugarcane 
bagasse (甘蔗渣) and straw, which are cellulose sources that account for 2/3 of the 
cane’s energy potential. 

In 2009 and early 2010, a number of IOCs –such as BP115 and Shell116– acquired 
ethanol refineries in Brazil through deals with private companies –which were 
respectively considered as a “milestone” in BP’s global biofuel strategy and, in the case 
of Shell, the “biggest-ever foray into biofuels by an oil major”, since the Shell-Cosan 
joint venture created Raízen, the world’s largest ethanol producer.117   

In May 2010, Petrobras established a US$ 1.2 billion strategic partnership with 
the French agribusiness and bioenergy company Tereos, 118  in order to develop 
opportunities in Brazil’s fast-growing ethanol industry” through its Brazilian subsidiary 
and consolidate Petrobras as an “sustainable” energy company.119 In June of the same 
year, Petrobras established another ethanol joint venture on ethanol, this time with 

                                                      

114 Dias Leite, Energy in Brazil: Towards a Renewable Energy Dominated System, 135. 
115 In April 2009, Britain’s BP had made “the oil industry’s first significant biofuels investment [for 50% of 
US$ 0.800 billion] when it joined two Brazilian agribusiness and sugar and ethanol companies to create 
Tropical BioEnergia”, making it the third of BP ethanol refineries in Brazil. 
In October 2009, France’s Louis Dreyfus Commodities (LDC) took control of giant sugar-and-ethanol 
group Santelisa Vale. 
See: Jonathan Wheatley, “Petrobras in biofuel tie-up with Tereos”, Financial Times, May 3, 2010.  
http://www.ft.com/cms/s/0/1fa6f5d6-564a-11df-b835-00144feab49a.html#axzz2pEcvg4Mo (accessed May 
5, 2010).   
See also “BP to Expand Activities in Biofuels Buying Out Remaining Shares in Brazil’s Tropical 
BioEnergia” – BP – September 14, 2011.  
http://www.bp.com/en/global/corporate/press/press-releases/bp-to-expand-activities-in-biofuels-buying-
out-remaining-shares-in-brazil-s-tropical-bioenergia-sa.html (accessed September 15, 2011).   
Tropical BioEnergia website.   
http://www.tropicalbioenergia.com.br  (accessed September 15, 2011).   
Rogerio Jelmayer, “Cosan, Shell, formalize Brazil joint venture”, The Wall Street Journal, June 2, 2011. 
http://online.wsj.com/news/articles/SB10001424052702303745304576361591493853316    
116 In February 2010, the “biggest-ever foray into biofuels by an oil major” was done by Shell in the deal it 
reached with Cosan (Cosan S.A. Indústria e Comercio, ), the largest ethanol producer in Brazil and a 
leading agribusiness private company. A year and a half later, in June 2011, the Shell-Cosan joint venture 
would become Raizen, the world's largest sugar-and-ethanol producer. 
“Shell bets on Ethanol in US$ 21 billion deal with Brazil’s COSAN” – Reuters – February 2010. 
http://www.reuters.com/article/2010/02/01/us-cosan-shell-idUSTRE6101TW20100201 
Rogerio Jelmayer, “Cosan, Shell, formalize Brazil joint venture”, The Wall Street Journal, June 2, 2011. 
http://online.wsj.com/news/articles/SB10001424052702303745304576361591493853316  (accessed June 3, 
2011).   
117 See Raizen 
http://www.raizen.com.br/ (accessed October 1, 2011).   
“Cosan” 
http://www.cosan.com.br/Cosan/Matriz-Energetica (accessed September 25, 2011).   
118 Tereos 
http://www.tereos.com (accessed September 26, 2011).   
119 Jonathan Wheatley, “Petrobras in biofuel tie-up with Tereos”, Financial Times, May 3, 2010.  
http://www.ft.com/cms/s/0/1fa6f5d6-564a-11df-b835-00144feab49a.html#axzz2pEcvg4Mo  

http://www.ft.com/cms/s/0/1fa6f5d6-564a-11df-b835-00144feab49a.html#axzz2pEcvg4Mo
http://www.bp.com/en/global/corporate/press/press-releases/bp-to-expand-activities-in-biofuels-buying-out-remaining-shares-in-brazil-s-tropical-bioenergia-sa.html
http://www.bp.com/en/global/corporate/press/press-releases/bp-to-expand-activities-in-biofuels-buying-out-remaining-shares-in-brazil-s-tropical-bioenergia-sa.html
http://www.tropicalbioenergia.com.br/
http://online.wsj.com/news/articles/SB10001424052702303745304576361591493853316
http://www.reuters.com/article/2010/02/01/us-cosan-shell-idUSTRE6101TW20100201
http://online.wsj.com/news/articles/SB10001424052702303745304576361591493853316
http://www.raizen.com.br/
http://www.cosan.com.br/Cosan/Matriz-Energetica
http://www.tereos.com/
http://www.ft.com/cms/s/0/1fa6f5d6-564a-11df-b835-00144feab49a.html#axzz2pEcvg4Mo
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Brazilian ethanol producer São Martinho, in order to establish Nova Fronteira Bioenergía 
S.A., in what the NOC defined as “another step in Petrobras domestic expansion strategy 
in the ethanol and biodiesel sectors, in order to meet rising biofuel demand at both the 
domestic and global level.” 120  

Along the same lines, in 2012, Petrobras announced investments of over US$ 1 
billion in existing ethanol joint ventures projects –including those with French corporate 
partners Total (道達爾) and Tereos– through 2016.121 With these investments in biofuels, 
Petrobras aims to become one of the five largest producers of biofuels in 2020.122 

At present, Petrobras owns 10 ethanol refineries –non only in Brazil (in the 
Southeastern states of Minas Gerais [米納斯吉拉斯] and São Paulo [聖保羅] and the 
central state of Goiás [戈亞斯]) but also in Africa (Mozambique, 莫三比亞). The 
combined annual production of the ten plants is 1 billion litres of ethanol,123 - about 3% 
of Brazil’s total ethanol production, which reached 27.4 billion litres in 2010/2011.124  

 
4.3.5. Biodiesel  

As regards biodiesel, it has been noted that Brazilian production grew almost 
300% between 2000 and 2005.125 Such a remarkable growth has been attributed to the 
support of the Brazilian government, which started promoting the production of biodiesel, 
with specific legislation being introduced “Pro-Biodiesel” Program of fossil diesel 
substitution (Portaria MCT No. 702, from October 30, 2001), the “Production and Use of 
Bio-Diesel” program (PNPB, Programa Nacional de Produção e Uso do Biodiesel)126 
was launched in 2004 and announced biodiesel as “the new fuel of Brazil” 127 , 
                                                      

120 “Petrobras e São Martinho forman parcería no setor de etanol” – Petrobras – June 21, 2010.   
http://www.petrobras.com.br/pt/noticias/petrobras-e-sao-martinho-formam-parceria-no-setor-de-etanol/  
Grupo São Martinho S.A. 
http://www.saomartinho.ind.br/ (accessed September 26, 2011).   
121 “Petrobras plans to invest $1.05 billion in existing ethanol projects” – Biofuels Digest – July 4, 2012. 
http://www.biofuelsdigest.com/bdigest/2012/07/04/petrobras-to-invest-us1-05-billion-in-existing-ethanol-
projects/ (accessed July 5, 2012).   
122 José Vitor Bomtempo, “The Future of Biofuels VI: Petrobras’ Strategy”, in Advanced Biofuels USA, 
March 22, 2012. 
http://advancedbiofuelsusa.info/the-future-of-biofuels-vi-petrobras-strategy (accessed March 26, 2012).   
Kris Bevill, “Petrobras Reaffirms Commitment to Biofuels at Biennial Event”, in Advanced Biofuels USA, 
June 14, 2011. 
http://advancedbiofuelsusa.info/petrobras-reaffirms-commitment-to-biofuels-at-biennial-event  
123 “Produção de Biocombustível” – Petrobras – 2013. 
http://www.petrobras.com.br/pt/quem-somos/perfil/atividades/producao-biocombustiveis/  
124 Rita Capra Vieira, “Novo Marco Regulatório do Etanol Combustível no Brasil”, Superindentencia de 
Biocombustível e Qualidade de Produtos, ANP (November 2011): 2-3.  
http://www.ie.ufrj.br/images/infosucro/Rita_Capra_Vieira.pdf (accessed December 26, 2011).   
125 Rui Miguel de Carvalho Junior, “Desenvolviemento e Analise Energética do Processo de Obtenção do 
Biodiesel de Microalga por Metanolise in situ” (Curitiba: Universidad Federal do Parana, 2010): 9-11.  
http://www.pipe.ufpr.br/portal/defesas/dissertacao/174.pdf (accessed December 26, 2011).   
126 “Programa Nacional de Produção e Uso de Biodiesel (PNPB)” – Ministério de Minas e Energia do 
Brasil (MME) 
http://www.mme.gov.br/programas/biodiesel/menu/legislacao.html (accessed May 22, 2011). 
http://www.mme.gov.br/programas/biodiesel/menu/biodiesel/perguntas.html (accessed May 22, 2011).  
127 Ministry of Mines and Energy (MME) 
http://www.mme.gov.br/programas/biodiesel (accessed September 26, 2011).   

http://www.petrobras.com.br/pt/noticias/petrobras-e-sao-martinho-formam-parceria-no-setor-de-etanol/
http://www.saomartinho.ind.br/
http://www.biofuelsdigest.com/bdigest/2012/07/04/petrobras-to-invest-us1-05-billion-in-existing-ethanol-projects/
http://www.biofuelsdigest.com/bdigest/2012/07/04/petrobras-to-invest-us1-05-billion-in-existing-ethanol-projects/
http://advancedbiofuelsusa.info/the-future-of-biofuels-vi-petrobras-strategy
http://advancedbiofuelsusa.info/petrobras-reaffirms-commitment-to-biofuels-at-biennial-event
http://www.petrobras.com.br/pt/quem-somos/perfil/atividades/producao-biocombustiveis/
http://www.ie.ufrj.br/images/infosucro/Rita_Capra_Vieira.pdf
http://www.pipe.ufpr.br/portal/defesas/dissertacao/174.pdf
http://www.mme.gov.br/programas/biodiesel/menu/legislacao.html
http://www.mme.gov.br/programas/biodiesel/menu/biodiesel/perguntas.html
http://www.mme.gov.br/programas/biodiesel
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establishing that “bio-diesel has to be introduced into the Brazilian Energy Matrix, a 
volume of 5% being the minimum mandatory addition of biodiesel to diesel oil sold to 
the end consumer in any part of the national territory.”128  

The PNPB was an inter-ministerial program that the Brazilian central government, 
with the goal of fostering biodiesel production and use, in a technically and economically 
sustainable way. It has been pointed out that, “as every Lula-policy, the PNBP has a 
strong focus on social inclusion and regional development, by seeking to generate 
employment and income.”129 The main guidelines of the PNBP program were, first, to 
implement a sustainable biodiesel program that promotes social inclusion; second, to 
ensure competitive prices, quality and supply, and, third, to produce biodiesel from 
different oil sources (not only from soybean oil, as in Argentina), strengthening regional 
potential for the production of raw materials. The Program was led by an inter-ministerial 
Executive Commission (CEIB, Comissão Executiva Interministerial), which function is 
to develop, implement and monitor the program, proposing the norms that may be 
necessary for its correct implementation, as well as to analyze, evaluate and propose 
recommendations and other actions, guidelines and policies .The program also had a 
“steering group” 130 (Grupo Gestor), responsible for carrying out the operational and 
administrative actions and managerial decisions toward the implementation of the 
strategies and guidelines established by CEIB.  

The Program established that, by 2005, a 2% addition of biodiesel to mineral 
diesel (B2) should have to be done nationwide, and the percentage had to be raised to B5 
by 2011. The PNPB also gave ANP (examined below) the faculty of authorizing the 
addition of biodiesel in higher proportions than stipulated in the mandatory blends, as 
well as its use in electric power-generating plants. It also gave special regulating powers 
to the ANP, such as the faculty to give tax exemptions to producers in certain areas of the 
country –such as the Northeast and other semi-arid regions– and to benefit small 
producers, with a preference for “family farming” (agricultura familiar),131 what was 
known as the “social-stamp” 132 (“selo combustível social”, granted by the Ministry of 
Agricultural Development) established in Law No. 11.097, passed on January 2005.  

 A very interesting observation –and highly relevant for the purposes of this study, 
given the importance of soybeans in both Sino-Brazilian and Sino-Argentine trade 
exchanges, as examined in Chapter 2– is made by Dias Leite, who –in his examination of 
the main raw materials used for biodiesel production– points out that “the geographic 
distribution and the origin of the oil, however, have changed significantly between the 
2006 and 2007 experimental period and the official start of the mandatory programme.” 
                                                      

128 Dias Leite, Energy in Brazil: Towards a Renewable Energy Dominated System, 140. 
129 “Programa Nacional de Produção e Uso de Biodiesel (PNPB)” – Ministério de Minas e Energia do 
Brasil (MME) 
http://www.mme.gov.br/programas/biodiesel/menu/biodiesel/perguntas.html (accessed May 22, 2011). 
130 “steering committee / steering group” – Oxford Dictionaries.  
http://www.oxforddictionaries.com/definition/english/steering-committee  
131 Ministry of Mines and Energy (MME, Ministério de Minas e Energia) 
http://www.mme.gov.br/programas/biodiesel (accessed September 26, 2011).   
http://www.mme.gov.br/programas/biodiesel/menu/programa/producao_industrial  
132 Dias Leite, Energy in Brazil: Towards a Renewable Energy Dominated System, 140. 

http://www.mme.gov.br/programas/biodiesel/menu/biodiesel/perguntas.html
http://www.oxforddictionaries.com/definition/english/steering-committee
http://www.mme.gov.br/programas/biodiesel
http://www.mme.gov.br/programas/biodiesel/menu/programa/producao_industrial
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According to this author, at the early stages of the biodiesel program the Northeast region 
predominated and the main raw materials for biodiesel production were “castor beans, 
palm and cotton.” However, this region was later on displaced by the Central-West and, 
in the last stage, “both the Central West and the South involved the predominance of 
extensive soybean cultivation,”133 so it can be said that Brazilian biodiesel is soybean-
based, just like in Argentina.  
 Dias Leite highlights the compatibility between soybean production and energy 
security, and argues that concerns about “deforestation” of the Amazon can only be 
indirectly attributed to expansion of sugarcane in the Northern regions–more than 
soybean crops in Southern and Central Brazil, which have a very small and indirect 
impact on cattle ranchers moving North and, thus, entering the Amazon biome.134   

Five years after the creation of the PNPB, in early 2008, the CNPE (also 
examined below) decided to “anticipate the targets” and gradually raise the proportion of 
the blend originally established in the Program to 3% in July 2008 (B3), to 4% for 2009 
(B4) and to 5% by 2010 (B5).135 
 Lastly, and as regards the economic incentive for biodiesel production, Dias Leite 
points out that “the price of bio-diesel is 65% higher  than that of mineral diesel”, which 
the author considers “an acceptable situation, in view of the current pioneering stage and 
the possibility of greater efficiency”, with the caveat that the Brazilian government has 
adopted “a price-freeze policy for oil by-products” in the domestic market, the fact that 
“the worldwide rise in commodity prices affected the cost of soybean oil” and the need 
“to grant fiscal incentives to the producer of bio-diesel in order that it can compete wit 
mineral diesel.”136  

Dias Leite notes that, at present, in Brazil “there is an over-capacity in bio-diesel 
plants. Notwithstanding that situation, since 2006, Petrobras has been directly involved in 
the industrial side of the programme and decided to build three bio-diesel plants to 
compete with the private sector.”137 Petrobras is involved in five refineries, as the sole 
owner of three of them –in the North-eastern states of Bahia and Ceará (塞阿臘) and the 
South-eastern state of Minas Gerais (米納斯吉拉斯)– and as a partner in another two –in 
the Southern states of Paraná  (巴拉那, in the municipality of Marialva) and Rio Grande 
do Sul (南里奧格蘭德, in the municipality of Passo Fundo). The combined annual 
production of the five plants is 700 million liters of biodiesel. 138 In addition to the 
refineries, Petrobras also has a biodiesel-fuelled power station, in the state of Rio Grande 
do Norte (北里約格朗德, in the city of Guamaré) 

 
 
 

 

                                                      

133 Ibid., 140-141.  
134 Ibid., 149. 
135 Ibid.  
136 Ibid. 
137 Ibid. 
138 “Produção de Biocombustível” – Petrobras – 2013. 
http://www.petrobras.com.br/pt/quem-somos/perfil/atividades/producao-biocombustiveis/  

http://www.petrobras.com.br/pt/quem-somos/perfil/atividades/producao-biocombustiveis/


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                             Chapter 4  
                                                                                                                            Sino-Brazilian Energy Policy  

 265 

4.3.6. The National Petroleum, Natural Gas and Biofuels Agency (ANP)  
The National Petroleum, Natural Gas and Biofuels Agency (ANP, Agência 

Nacional do Petróleo, Gás Natural e Biocombustíveis, 巴西能源局)139 was created by 
the “Petroleum Law”. The ANP is the main governmental agency in charge of Brazil’s 
oil industry and of the implementation of Brazilian oil, gas and biofuels policy, having 
been appointed by the law as the administrator of oil exploration and production activities 
(Article 8, Law 9.478/1997).140 It started functioning on January 14, 1998, headed by five 
directors, which include a director general.   

The ANP is responsible for monitoring the fuels  sector –especially, the fuels 
supply (covering production, refining, processing, transportation, distribution and 
deposit –as well as imports and exports) and the royalties that oil companies must pay to 
the state (besides the royalties, “special participations” are due in the case of large 
productive oilfields)– and for issuing licenses for exploration and production, as well as 
for conducting auctions “for blocks in the sedimentary basins on land and in the sea 
according to legal precepts (Law 8.987/1995)”141 –the law on public services and public 
work concessions and permissions– such as the auction held in October 2013 (in which 
CNPC and CNOOC became minor partners of the consortium of oil companies that will 
exploit the Libra oilfield until 2048)–142 as well as for ensuring compliance with relevant 
oil regulations.  

In this regard, it is worth noting that the ANP assists the CNPE (examined below) 
in the decision-making process of areas to be auctioned for concession, and performs a 
similar function with the MME (also, examined below) by supplying it with technical 
information about the pre-salt oilfields that will be auctioned. As aforementioned, it is the 
ANP the agency in charge of conducting the auctions, granting the concession permits, 
elaborating the contracts with the oil companies and monitoring their observance.   

As regards biofuels, the “Petroleum Law” of 1997 had given important regulatory 
powers to the ANP, making it responsible for determining the technical specifications of 
ethanol (in both versions, hydrated –used as neat fuel, E100– and anhydrous –blended 
with gasoline, E25) and monitoring the quality of the ethanol traded in Brazil.    

Law 12.490, passed in September 2011, incentives the Brazilian biofuel industry 
and expands the regulatory and monitoring faculties of ANP to the ethanol sector, putting 
it in charge of “avoiding shortages of ethanol supply” and of regulating “the entire policy 
related to ethanol–including production, transportation, distribution and 
exports/imports.” 143  The law also establishes that the ANP also responsible for the 

                                                      

139 Brazil’s National Petroleum, Natural Gas and Biofuels Agency (Agência Nacional do Petróleo, Gás 
Natural e Biocombustíveis, ANP, 巴西能源局–translation by the author) 
http://www.anp.gov.br/ (accessed September 2, 2011).   
140 Dias Leite, Energy in Brazil: Towards a Renewable Energy Dominated System, 83.  
141 Ibid., 84. 
Also, see “Lei 8987” – Subchefia para Assuntos Jurídicos – Casa Civil– Presidência da República. 
http://www.planalto.gov.br/ccivil_03/leis/l8987cons.htm  
142 “CNOOC, CNPC wil Brazil oilfield bid” – Xinhua – October 22, 2013. 
http://www.china.org.cn/business/2013-10/22/content_30368881.htm  
143 Rita Capra Vieira, “Novo Marco Regulatório do Etanol Combustível no Brasil”, Superindentencia de 
Biocombustível e Qualidade de Produtos, ANP (November 2011): 5. 
http://www.ie.ufrj.br/images/infosucro/Rita_Capra_Vieira.pdf (accessed November 29, 2011).   

http://www.anp.gov.br/
http://www.planalto.gov.br/ccivil_03/leis/l8987cons.htm
http://www.china.org.cn/business/2013-10/22/content_30368881.htm
http://www.ie.ufrj.br/images/infosucro/Rita_Capra_Vieira.pdf
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authorization of blending rates mentioned in the preceding section, as well as the 
functioning of the biofuel refineries, the monitoring of the reserves, and the authorization 
of biofuels exports and imports (since Brazil faced an ethanol crisis in 2009, due to poor 
harvests, and had to import corn-based ethanol from the US). Furthermore, it establishes 
that ANP will only authorize consortiums created according to Brazilian laws to enter the 
biofuel industry.  

As regards biodiesel, the ANP attributions had been further strengthened in 2005, 
when the disposition concerning the raise of the proportion of biodiesel blend (from B2 to 
B5) determined by PNPB started to be implemented.  
 
4.3.7. The National Council of Energy Policy (CNPE) 

The National Council of Energy Policy (CNPE, Conselho Nacional de Política 
Energética)144 was created by the “Petroleum Law” of 1997, just like ANP. According to 
the law, the CNPE is the advisory agency of the Brazilian presidency, in charge of 
formulating energy policy. Its functioning and structure were determined by Decree No. 
3520 of June 2000. The CNPE is defined as “integrating the Presidency” as an “organ of 
immediate advice” to the President in Article 1, section IV, of the Provisory Measure No. 
103 of January 2003 –which would, in May of the same year, became Law No. 10.683.145  

As aforementioned, the CNPE was the organ that, in 2008, made the decision of 
anticipating the targets of the PNPB, and started gradually raising the proportion of 
biodiesel that was to be blend in mineral diesel to 3%, in July 2008 (B3), later to 4% 
(B4) –in 2009, and –finally, to 5%  (B5) in 2010 (B5).  

4.3.8. The Ministry of Mines and Energy (MME) 

Along with Petrobras, the Brazilian Ministry of Mines and Energy (MME, 
Ministério de Minas e Energia) is one of the few actors that preceded the “Petroleum 
Law” of 1997, but was nevertheless affected by it. In Brazil, energy and mining issues 
have undergone several administrative reforms: originally, they were the responsibility of 
the Ministry of Agriculture (MA, Ministério da Agricultura), until the creation of the 
MME in June 1960, under the administration of J. Quadros (奎德羅斯). In December 
1990, however, the MME ceased to exist under the administration of Collor de Mello (德
梅 洛 ), when its functions and attributions were transferred to the Ministry of 
Infrastructure (MI, Ministério da Infra-Estrutura). Nevertheless, in May 1992 –under the 
presidency of Franco (佛朗哥), the MME was brought back to function. In August 1997, 
under the first term of Cardoso (卡多佐), the “Petroleum Law” created the CNPE (as 
well as the ANP), establishing that the Council would be presided by the Minister of 
Mines and Energy. In May 2003, under the first term of Lula (盧拉), the areas that fell 
within the jurisdiction of the MME were redefined, consisting on energy resources –

                                                      

144 Energy Policy National Council (Conselho Nacional de Política Energética) 
http://www.mme.gov.br/mme/menu/conselhos_comite/cnpe.html (accessed November 2, 2010).   
145 “Lei No. 10.863”– Casa Civil– Subchefia para Assuntos Jurídicos Presidência da República - May 28, 
2003.  
http://www.planalto.gov.br/ccivil_03/leis/2003/l10.683.htm  (accessed November 2, 2010).   

http://www.mme.gov.br/mme/menu/conselhos_comite/cnpe.html
http://www.planalto.gov.br/ccivil_03/leis/2003/l10.683.htm
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including petroleum, fuels, electric and nuclear power, as well as hydropower– and  
mining and geology. 

In March and December 2004, the administrative structure of the MME was 
regulated by Decree No. 5267, which established the creation of the “Secretary of 
Petroleum, Natural Gas and Biofuels”146, as well as the one for “Energy Planning and 
Development”, and the one for “Geology, Mining and Mineral Transformation.”   

It is worth noting that the MME is linked to Petrobras and Eletrobrás (巴西電力

公司, Centrais Elétricas Brasileiras S.A.), with the Brazilian federal government owning 
majority stakes on both of them and with these companies enjoying a remarkable degree 
of autonomy from the government, the MME and the ANP.   

This study points out that the relevance of the energy sector in Brazil creates 
enormous pressure on the person who holds the top position at the MME, noting that 
there were seven Ministers of Energy within the observed period (2000-2010),147 the 
most relevant of which was the current President, D. Rousseff (羅塞夫), who was Lula’s 
first Minister, serving between January 1, 2003, and June 21, 2005, having previously 
held the position of State Secretary of Energy, Mines and Communications (Secretária de 
Estado de Energia, Minas e Comunicações) twice, the first time between  1993 and 1994, 
and the second time between 1999 and 2002. Upon leaving the MME, Rousseff served as 
Chief of Staff (Ministra-Chefe da Casa Civil)148 of Lula’s Cabinet, from June 2005 until 
March 2010, when she quit in order to run for the presidency –to which she would be 
elected in October 2010, as examined below.   

4.4. Chronological Analysis 

The beginning of the period of time being examined in this dissertation coincides 
with the second year of President Cardoso’s second term, since he had been re-elected in 
1998 and taken office on January 1st, 1999. He would step down on December 31, 2002, 
remaining a popular figure among Brazilians, due to the fact that “the 2000s were marked 
                                                      

146 Secretary of Petroleum, Natural Gas and Biofuels (Secretária de Petróleo, Gas e Combustíveis 
Renováveis) 
http://www.mme.gov.br/spg/ (accessed November 2, 2010).   
147 Since 2000, the second year of the second term of Cardoso, and until the election of Lula in 2003, three 
ministers served –averaging one per year: R. Tourinho Neto (1999-2001) who had to undergone the energy 
crisis aforementioned, followed by J. Jorge (March 2001- March 2002), and by F.L.S. Gomide  (April 2002 
-December 2002). Under the two terms of the Lula administration, and following Rousseff (January 2003-
June 2005), the other ministers were S. R. C. Silva (June 2005-May 2007) E. Lobão (who is the current 
Minister, and who served between January 2008 and 2010 for the first time) and M. P. Zimmermann (from 
March to December 2010, when Lobão appointed by Rousseff in January 2011).  
See Ministry of Mines and Energy (Ministério de Minas e Energia). 
 http://www.mme.gov.br/mme/menu/institucional/galeria_ministros.html (accessed November 4, 2010).   
148 Casa Civil  
http://www.casacivil.gov.br/ (accessed November 5, 2010).   

http://www.mme.gov.br/spg/
http://www.mme.gov.br/mme/menu/institucional/galeria_ministros.html
http://www.casacivil.gov.br/
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by important changes in the external insertion of the Brazilian economy, in particular the 
successful overcoming of the country’s external debt problem, coupled with increased 
participation in world trade –with strong growth in exports and imports– and the adoption 
of a new geography for Brazilian foreign trade”, according to According to a 2010 
Special Report of the Brazilian Ministry of Economy (Ministério da Fazenda).149 

In terms of energy, the data examined reveals that throughout the observed period 
Brazilian oil exports to China have steadily been on the rise, consolidating the country’s 
position as a leading petroleum supplier to the PRC. Three stages can be identified: in the 
first, Brazil alternated positions with Argentina as either China’s largest or second largest 
Latin American oil supplier.  

Figure 4.1: Evolution of China’s Petroleum Imports from Brazil 2000-2010     

 

Source: Compiled by author. 

             Based on data from the Observatory of Economic Complexity  

               Massachusetts Institute of Technology (MIT) and UN COMTRADE 

                           http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2000/ and  

              http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2010/ 

The year 2000 was quite ambiguous, since the Brazilian petroleum sector 
performed well but the country suffered badly in terms of electric power supply. Indeed, 

                                                      

149 “Expansão e diversificação das exportações” – 2010 Edição Especial – Ministério da Fazenda do Brasil 
(2010): 102-105.  
http://www.fazenda.gov.br/divulgacao/publicacoes/economia-brasileira-em-
perspectiva/economia_brasileira_em_perspectiva_pt_ed_especial_2010.pdf (accessed March 3, 2012). 
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it was this year that Brazil started suffering from an “energy blackout crisis”150 caused by 
a combination of adverse weather conditions –a prolonged drought (which, as a matter of 
fact, would continue in 2001), defined by the Brazilian government as the “worst drought 
in decades”151, and led it to implement emergency measures such as the establishment of 
a “Drought Survival Commission” 152 and the mandatory electricity rationing (which 
would last for half a year)– and lack of investment on both improvement of the country’s 
hydraulic infrastructure and on alternatives to dam-generated electricity. Indeed, 
hydropower accounts more than 90% of Brazil’s electricity, and the lack of water 
provoked blackouts and power interruptions that affected the economy, not only the 
industrial sector but also by causing the loss of crops and feedstock. 

 The energy scenario was more promising in terms of petroleum, since it was in 
2000 that Petrobras broke a new world record of deep-water oil production (1,877 meters) 
launched the ultra-deep water exploration program Procap-3000 (Programa Tecnológico 
da Petrobras em Sistemas de Exploração em Águas Ultraprofundas, covering maximum 
depths of 3000 meters), which allowed significant progress in the pre-salt layer and 
would eventually led to the major discoveries of the off-shore oilfields of Tupí –in 2007 
and at a depth of 7,000 meters– and Libra –in 2010, at 5,000 meters.   

Due to the implications it would have in the future –particularly evident in terms 
of energy cooperation and regional integration, it is worth noting that, between August 31 
and September 1st, 2000, in the Brazilian capital Cardoso hosted a Summit of South 
American Heads of State –the so-called Brasilia Summit– with the presidents of the two 
customs unions in the region, MERCOSUR ( 南方共同市場 ) and the Andean 
Community of Nations (安第斯條約組織 ), in order to discuss regional integration, 
especially in relation to terms of energy, and within the context of South America –not 
Latin America. Years later, Cardoso’s efforts would be translated in the creation of the 
Southern Community of Nations (SCN, 南美洲國家共同體 ) in 2004, which in turn 
would evolve into the Union of South American Nations (UNASUR, 南美洲國家聯盟 ) 
at the 3rd Summit held in May 2008, as examined below.  

Lastly, in December, and following the international expansion of Petrobras 
activities in Latin America, the Directive Board announced that the company’s 
denomination would be changed to “Petrobrax”. The suggested modification was widely 
rejected and finally evetually dropped in 2001.  

                                                      

150 “Our History-2000” – Petrobras website  
http://www.petrobras.com/en/about-us/our-history/ (accessed March 29, 2012). 
151 Larry Rohter, “Energy Crisis in Brazil Is Bringing Dimmer Lights and Altered Lives”, The New York 
Times, June 06, 2001. 
http://www.nytimes.com/2001/06/06/world/energy-crisis-in-brazil-is-bringing-dimmer-lights-and-altered-
lives.html (accessed August 1, 2010). 
152 Mario Osava, “Devastating Drought Strikes Brazil – Again”, Terramérica,  July 1, 2001.  
http://www.tierramerica.net/2001/0701/iarticulo.shtml (accessed March 3, 2009). 

http://www.petrobras.com/en/about-us/our-history/
http://www.nytimes.com/2001/06/06/world/energy-crisis-in-brazil-is-bringing-dimmer-lights-and-altered-lives.html
http://www.nytimes.com/2001/06/06/world/energy-crisis-in-brazil-is-bringing-dimmer-lights-and-altered-lives.html
http://www.tierramerica.net/2001/0701/iarticulo.shtml
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In 2001, several events of significance for Sino-Brazilian relations took place. As 
regards trade relations and presidential diplomacy, it is worth noting that on January 21, 
2001, the PRC and Brazil reached an agreement on China’s accession to the WTO.153 A 
few months following this agreement, in April 2001, Chinese President Jiang paid his 2nd 
State visit to Brazil –a country he had already visited in 1993, when the Sino-Brazilian 
strategic partnership was established. 154  In terms of energy, and with regard to the 
electric power shortages mentioned in the previous paragraphs, in May 2001 President 
Cardoso noted that “in some areas, such as the energy sector, or in communications, we 
are almost strangled… the only reason why collapse did not happen is because of the 
reduced economic growth we had the last decade.”155  

In terms of petroleum, throughout this year Petrobras continued with its 
international expansion process and opened its first service stations in Bolivia. Although 
the company suffered the explosion and sinking of its P-36 plataform, near the coast of 
Rio de Janeiro, it signed the contract for the construction of the P-50 oil rig, and was also 
awarded –for the 2nd time– the prize granted at the Offshore Technology Conference, due 
to its performance in the development of the Roncador oilfield. In terms of biofuels, 2001 
was the year in which the Brazilian government decided to put an end to the fiscal 
incentives for ethanol, thus promoting its competitiveness.156 

The year 2002 it was the last year of Cardoso in power. Having been elected in 
1995, and reelected in 1998, he remained a popular leader, with Brazilians giving him 
credit for having controlled the country’s chronic inflation and for contributing to bring 
stability to the relatively-recent Brazilian democracy). In the 2002 Brazilian presidential 
elections Lula was elected president on October 27, 2002, in what constituted the first 
victory of the Workers’ Party (Latin America's biggest left-wing party). Lula was only 
going to take over the presidency on January 1st, 2003, and would bring changes to 
Brazilian economic policy. It has been pointed out that “Lula’s victory comes with 
Brazil's finances teetering on the brink of disaster. Fears that Brazil might follow 
Argentina’s debt default, plus the uncertainty as to who would succeed President 
Fernando Henrique Cardoso, and mistrust of Lula himself, have all combined to trigger 

                                                      

153 It should be pointed out that the Sino-Argentine agreement for China’s WTO accession had been 
reached several months before, in March 2000. See “As Relações bilaterais políticas” – Embaixada da 
República Popular da China no Brasil 
http://br.china-embassy.org/por/zbgx/t150686.htm (accessed June 29, 2011). 
154 “As Relações bilaterais políticas” – Embaixada da República Popular da China no Brasil 
http://br.china-embassy.org/por/zbgx/t150686.htm (accessed June 29, 2011). 
155 Remarks by President Cardoso published in the May 16 edition of Folha de São Paulo, a well-known 
Brazilian newspaper As quoted by Sinopse Agência Brasil, for Empresa Brasil de Comunicação (EBC) 
http://www.ebc.com.br/anteriores/2001/sinopses_1605.htm (accessed March 13, 2011). 
156 Rita Capra Vieira, “Novo Marco Regulatório do Etanol Combustível no Brasil”, Superindentencia de 
Biocombustível e Qualidade de Produtos, ANP (November 2011): 2.     
http://www.ie.ufrj.br/images/infosucro/Rita_Capra_Vieira.pdf (accessed November 30, 2011). 

http://br.china-embassy.org/por/zbgx/t150686.htm
http://br.china-embassy.org/por/zbgx/t150686.htm
http://www.ebc.com.br/anteriores/2001/sinopses_1605.htm
http://www.ie.ufrj.br/images/infosucro/Rita_Capra_Vieira.pdf
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an investor panic that threatens to become self-fulfilling. The real, Brazil's currency, has 
lost 40% of its value this year, sending the public debt—much of which is linked to the 
exchange rate—spiraling.”157 

In terms of South-South cooperation, and even before being sworn as president, 
Lula announced that new emphasis to relations with emerging economies through a 
“diversification strategy” (“estratégia da diversificação”) would be given 
and implemented for Brazilian exports: the main axis of the strategy was the increase of 
exports to Asia and the Mercosur countries, as well as Africa and the Middle East. The 
“diversification strategy” would probe to be very successful, rising Brazilian exports 
from US$ 60 billion in 2002 –the year Lula was elected– to US$ 200 billion in 2010 –the 
year Lula stepped down. In the same period, Brazil took advantage of the high prices of 
commodities to expand its exports. In this regard, it would be important to note that the 
Report notes the key role that commodities and China play in Brazilian foreign trade. In 
2000, commodities accounted for 45% of total exports, while in 2010 they represented 
about 65% of Brazilian total exports (in trade with China, Brazilian commodities 
accounted for 83.3% of total exports to the PRC).158 Just as in the case of Argentina, it is 
important to highlight that the revenues generated by commodities exports are the main 
source of foreign exchange (primary generator of foreign exchange). 159    

In terms of petroleum, Petrobras continued with its international expansion, 
acquiring Pérez Companc Energía (PECOM Energía S.A.), which was the largest 
independent oil company in Argentina as well as “the largest independently owned 
energy company in the Latin American region” 160 , with oil and gas operations –
production, transportation, refining, power generation, transmission and distribution, as 
well as with activities in the petrochemical sector– in Argentina, Brazil, Venezuela, 
Bolivia, Perú and Ecuador.31 Towards the end of the year, Petrobras presented the 
“Podium” gasoline, the “world’s most advanced gasoline”161, according to the company.  

On January 1st, 2003, Lula was sworn as president. As aforementioned, he started 
his inaugural address by saying: “Change [“Mudança”]; this is the key word, this was the 
                                                      

157 “From pauper to president: now Lula’s struggle really begins” –The Economist – October 31, 2002.  
http://www.economist.com/node/1416453?zid=309&ah=80dcf288b8561b012f603b9fd9577f0e (accessed 
June 23, 2013). 
158 See 2010 Edição Especial, 109, 111.  
159  The revenues generated by Brazilian exports throughout the observed period were or remarkable 
significance: 2000: US$ 33 billion, 2001: US$ 35,9 billion, 2002: US$ 37,8 billion, 2003: US$ 49,3 billion, 
2004: US$ 52,4 billion, 2005: US$ 53,8 billion, 2006: US$ 85,8 billion, 2007: US$ 180,3 billion, 2008: 
US$ 193,8 billion, 2009: US$ 238,5 billion, 2010: US$ 288,6 billion. See 2010 Edição Especial, 105.  
160 See “Exemption 82-3295- SEC” – US Security and Exchange Commission – Washington, DC –March 
13, 2002.  
http://www.sec.gov/Archives/edgar/vprr/0000/0201/02015920.pdf (accessed June 23, 2013). 
161 “Our History-2002” – Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ (accessed June 21, 2013). 

http://pt.wikipedia.org/wiki/Petrobras#cite_note-COMPAMC-31
http://www.economist.com/node/1416453?zid=309&ah=80dcf288b8561b012f603b9fd9577f0e
http://www.sec.gov/Archives/edgar/vprr/0000/0201/02015920.pdf
http://www.petrobras.com/en/about-us/our-history/
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message sent by the Brazilian people in the [2002] October elections. Hope has finally 
defeated fear and Brazilians have decided that they are ready to travel new roads…. 
Brazilians have chosen to change. That is why the people of Brazil have elected me 
President of the Republic: to change [“para mudar”].”162  

In terms of petroleum, it was this year that Petrobras celebrated its 50th 
anniversary and that “oil production in Brazil and abroad surpassed the 2 million barrel 
mark”163  

As regards renewable energy, it was in October that the Brasilia Regional 
Conference on Renewable Energy was held, as “one of the first efforts to concretize the 
target agreed upon on at Johannesburg summit (World Summit on Sustainable 
Development, held in Johannesburg” the previous month, as well as “the 1st joint meeting 
of authorities and representatives of Latin American and Caribbean Ministries of the 
Environment and Energy.”164 

The Conference approved the “Brasilia Platform on Renewable Energies”, which 
had as main goals the promotion of sustainable development by seeking that –by 2010– 
the “use of renewable energy by the region, taken as a whole, amounts to at least 10% of 
its total energy consumption on the basis of voluntary efforts and taking into account the 
diversity of national situations.”165  

Lastly, and in terms of dependence –also examined in Chapter 2 and in the 
paragraphs below, it is worth noting that, in the year that marked the 10th anniversary of 
the establishment of the Strategic Partnership, one third (1/3) of Brazilian exports to 
China was concentrated in one product: “Twenty-nine percent of Brazil's 4.5 billion 
dollars in trade with China in 2003 came from soy beans.”166 To a certain extent, this 
explains the detrimental effects that the embargo that China imposed to Brazil the 
following year had for the South American country. 

Several important events took place in 2004. In terms of “presidential diplomacy” 
–and as mentioned in Chapter 3 – a record number of State visits took place this year, 
between May –when President Lula travelled to the PRC in the first of his three visits to 
                                                      

162 Luiz Inácio “Lula” da Silva, “Discurso Inaugural no Congresso Nacional”, Folha de São Paulo, January 
1, 2003. (Translation by the author) 
http://www1.folha.uol.com.br/folha/brasil/ult96u44275.shtml (accessed December 12, 2011).  
163 “Our History-2003” – Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ (accessed June 23, 2011). 
164 ECLAC, Renewable Energy Sources in Latin America and the Caribbean: Situation and Policy 
Proposals (Santiago, Chile: ECLAC, 2004). 
http://www.eclac.org/publicaciones/xml/1/14981/Lcl2132i_s.pdf  
165 Ibid.  
166 “Lula to boost Brazil-China Alliance” – China Daily Mail – May 24, 2004.  
http://www.china.org.cn/english/international/96134.htm (accessed April 8, 2010). 

http://www1.folha.uol.com.br/folha/brasil/ult96u44275.shtml
http://www.petrobras.com/en/about-us/our-history/
http://www.eclac.org/publicaciones/xml/1/14981/Lcl2132i_s.pdf
http://www.china.org.cn/english/international/96134.htm


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                             Chapter 4  
                                                                                                                            Sino-Brazilian Energy Policy  

 273 

China while in office– and November –when President Hu reciprocated. These visits, 
examined in Chapter 2 and 3, are also succinctly analyzed below. In bilateral terms, thus, 
2004 can be said to have been an exceptional year, since it was the only year in which 
there two State visits within 12 months, with this applying not only to the observed 
period but also to the almost four decades since the establishment of diplomatic relations 
between Brazil and China. Indeed, 2004 was the year of the 30th anniversary of the 
establishment of diplomatic relations between the PRC and Brazil (which had taken place 
on August 15, 1974).167  

In terms of energy cooperation, Petrobras opened its Beijing offices in May168 –in 
a ceremony that was attended by Lula, who was visiting the PRC– and started building its 
“strategic cooperation relationship”169 with Sinopec, as part of its international expansion 
strategy examined in previous sections of this Chapter. It was to a large extent due to 
energy cooperation between the NOCs that Brazilian oil exports to China raised from 5 
million barrels in 2003 to 14 million barrels, almost tripling in one year. The NOCs 
cooperation was further supported by Lula’s emphasis on export-led growth: “having 
inherited from Cardoso’s neoliberal orgy a US$ 210.7 billion foreign debt, of which 
US$ 125.2 billion is public, and a current-account deficit of US$ 186 billion accumulated 
between 1995 and 2002, Lula embarked on an aggressive export expansion campaign to 
increase the trade surplus, reduce the debt and improve the major indicators of external 
vulnerability of the Brazilian economy.”170 Rocha points out that Lula benefited from “an 
exceptionally favorable external environment and surging demand from China that 
boosted the price of minerals and other commodities… [and] the trade surplus rose from 
US$  13.1 billion in 2002 to US$  46 billion in 2006. The agreement provided that both 
NOCs would conduct joint oil exploration, production and refining operations in Latin 
America, Africa and the Middle East. 171 

As regards renewable energies, it was also in 2004 that the National Program on 
Biodiesel Production and Use (PNPB, examined in previous sections)172 was launched, 
                                                      

167 “As Relações bilaterais políticas” – Embaixada da República Popular da China no Brasil 
http://br.china-embassy.org/por/zbgx/t150686.htm (accessed June 29, 2011). 
Also, see: “Entrevista del Viceministro Zhou Wenzhong con la prensa brasileña” – Official Activities – 
Ministry of Foreign Affairs of the People’s Republic of China.  
http://www.fmprc.gov.cn/esp/wjb/zygy/gyhd/t112673.shtml (accessed June 29, 2011).  
168 Palacios, “Latin America as China’s Energy Supplier”, 179. 
169 See Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy toward Latin America,” 101.  
See also Teng, “Democracy, Development and China Acquisition of Oil in the Third World,” 117. 
170 Geisa Maria Rocha, “Celso Furtado and the Resumption of Construction in Brazil: Structuralism as an 
Alternative to Neoliberalism”, in Latin American Perspectives 34 (2007): 145.  
171 “Lula to boost Brazil-China Alliance” – China Daily Mail – May 24, 2004.  
http://www.china.org.cn/english/international/96134.htm (accessed March 6, 2011). 
172 “Programa Nacional de Produção e Uso de Biodiesel (PNPB)” – Ministério de Minas e Energia do 
Brasil (MME) 
http://www.mme.gov.br/programas/biodiesel/menu/legislacao.html (accessed May 22, 2011). 

http://br.china-embassy.org/por/zbgx/t150686.htm
http://www.fmprc.gov.cn/esp/wjb/zygy/gyhd/t112673.shtml
http://www.china.org.cn/english/international/96134.htm
http://www.mme.gov.br/programas/biodiesel/menu/legislacao.html
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with the aim of fostering biodiesel production and use, in a technically and economically 
sustainable way. It was also this year that Petrobras increased investment in renewable 
energies (not only on biofuels, but especially in wind energy plants in Macau, not the 
SAR of the PRC but a municipality in the Northeastern state of Rio Grande do Norte [北
里約格朗德]).173  

In addition to that, in terms of bilateral trade –and as examined in Chapter 2, it 
was in April this year that the Sino-Brazilian relationship experienced serious turbulence, 
as the PRC authorities imposed a 3-month embargo to Brazilian soybeans, on grounds of 
safety concerns. The embargo lasted from April to June and caused important losses in 
revenues (estimated between US$ 0.8 billion174 and US$ 1 billion)175 to Brazil, given its 
high dependence on Chinese purchases –indeed, the PRC accounted for 35% of Brazilian 
soybeans exports.176   The measure was criticized as having been “slightly exaggerated” 
and probably “opportunistic”, and was eventually solved due to the fast reaction of both 
the federal government (with a delegation headed by the Secretary of Agricultural 
Defense) and the local government of the state of Rio Grande do Sul (南里奥格兰德州, 
which delegation was headed by the Governor). As it can be seen, the Brazilian 
authorities –both federal and from the local state– had decided to deal with the embargo 
through personal contacts at the bilateral level, in an attempt to prevent its escalation and 
by seeking for a “technical” solution. After the embargo was lifted in late June177, a 
number of indicators made it evident that, while Brazil had been affected by the measure, 
the PRC had benefited by obtaining the re-negotiation and revision of supply contracts 
were revised, the lowering of prices and the possibility of contacting alternative suppliers.  

                                                                                                                                                              

http://www.mme.gov.br/programas/biodiesel/menu/biodiesel/perguntas.html (accessed May 22, 2011).  
173 “Our History-2004” – Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ 
174 Brazil’s ANEC calculated the losses based on three factors: 1) the resultant drop in international prices 
to US$ 60/ton on the difference between the CTB and the Brazilian port of Paranaguá (in the Southern state 
of Paraná, 巴拉那州); 2) the 1.5 million tons that were not shipped (at a US$ 420 million loss); and 3) the 
additional costs of re-directing the soy that did not go to China. Six ships were turned back at a cost of 
US$ 1.8 million each. For further details, please refer to:  
http://www.efeedlink.com/contents/09-06-2004/98b8f501-4815-459e-ae73-802f2a135171-b421.html 
(accessed December 18, 2012) 
175 Mario Queiroz de Monteiro Jales, Marcos Jank, Shunli Yao, and Colin A. Carter, “Agriculture in Brazil 
and China: challenges and opportunities”, INTAL Occasional Paper No 44 (Washington, DC: IDB, 2006): 
40-41.   
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=35317353 (accessed May 3, 2011). 
176 “Missão brasileira negocia na China suspensão de embargo à soja” – Diario do Grande ABC – June 19, 
2004.  
http://www.dgabc.com.br/Noticia/432963/missao-brasileira-negocia-na-china-suspensao-de-embargo-a-
soja?referencia=navegacao-lateral-detalhe-noticia (accessed December 12, 2012).   
177 “China suspende embargo à soja brasileira” – BBC– June 21, 2004 
http://www.bbc.co.uk/portuguese/economia/story/2004/06/040621_sojachinacg.shtml (accessed May 1, 
2011). 

http://www.mme.gov.br/programas/biodiesel/menu/biodiesel/perguntas.html
http://www.petrobras.com/en/about-us/our-history/
http://www.efeedlink.com/contents/09-06-2004/98b8f501-4815-459e-ae73-802f2a135171-b421.html
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=35317353
http://www.dgabc.com.br/Noticia/432963/missao-brasileira-negocia-na-china-suspensao-de-embargo-a-soja?referencia=navegacao-lateral-detalhe-noticia
http://www.dgabc.com.br/Noticia/432963/missao-brasileira-negocia-na-china-suspensao-de-embargo-a-soja?referencia=navegacao-lateral-detalhe-noticia
http://www.bbc.co.uk/portuguese/economia/story/2004/06/040621_sojachinacg.shtml
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In terms of presidential diplomacy, it is worth noting that the embargo had been 
imposed just a few weeks before Lula’s 1st State visit to China –from May 22 to May 
26178, i.e., it took place amid the ongoing embargo –imposed in early April, and which 
would last until late June. Lula was accompanied by 7 ministers, 6 governors, eleven 
congressmen and around 420 businessmen, in what he defined “the largest Brazilian 
delegation that Brazil ever sent anywhere,”179 a proof of the importance that Brazil gives 
to its relations with the PRC, which he complemented by declaring that there was a “new 
geography of world trade” while visiting Shanghai. Indeed, these comments were in line 
with the establishment of the High-Level Sino-Brazilian Commission of Coordination 
and Cooperation (COSBAN, or Comissão Sino-Brasileira de Alto Nível de Concertação e 
Cooperação), which is the main institutional mechanism in their bilateral relation and 
widely regarded as having made positive and significant contributions to the promotion 
of comprehensive and long-term cooperation between the two countries.180 It was also in 
May that the China-Brazil Business Council (CNBC) was established, presided by R. 
Agnelli, the CEO of Vale SA (淡水河谷公司), Brazil’s largest mining company and the 
second-largest in the world. Towards the end of the month, J.C. Balze, an American 
international trade policy specialist on agricultural trade and export policies, had argued 
that there was “bad intentions”181 in the Chinese embargo, as mentioned in Chapter 2. 

Also in terms of “presidential diplomacy”, it is worth noting the State visit that 
President Hu –on his way to the APEC Summit in Chile– paid to Brazil, in which a 
China-Brazil MOU was signed. It has been noted that “the text of the China-Brazil 
memorandum says that agreement has been reached to ‘actively promote the 
development of the strategic partnership” (which had been established in 1993).182   

                                                      

178 “International Visits of President Lula and Visits of Foreign Heads of State and Government to Brazil– 
Balance of Foreign Policy 2003-2010” – Secretary of Diplomatic Planning – Brazilian Ministry of Foreign 
Affairs – 2011 
http://www.itamaraty.gov.br/temas/balanco-de-politica-externa-2003-2010/visitas-internacionais-do-
presidente-lula-e-visitas-ao-brasil-de-chefes-de-estado-e-de-chefes-de-governo-2003-a-2010   
179 “Visita de Lula a Pekín cimenta alianza entre Brasil y China” – ABC Digital – May 27, 2004.  
http://archivo.abc.com.py/2004-05-28/articulos/113247/visita-de-lula-a-pekin-cimenta-alianza-entre-brasil-
y-china (accessed July 29, 2012). 
“Lula to boost Brazil-China Alliance” – China Daily Mail – May 24, 2004.  
http://www.china.org.cn/english/international/96134.htm (accessed May 30, 2011). 
180 See: “Plano Decenal de Cooperação entre o Governo da República Federativa do Brasil e o Governo da 
República Popular da China” – Ministerio das Relações Exteriores da República Federativa do Brasil.   
http://dai-mre.serpro.gov.br/atos-internacionais/bilaterais/2012/plano-decenal-de-cooperacao-entre-o-
governo-da-republica-federativa-do-brasil-e-o-governo-da-republica-popular-da-china/  
181 Alexandre Mata Tortoriello e Marina Brito, “Embargo chinês à soja brasileira é mal-intencionado, diz 
consultor”, BBC, May 21, 2004. 
http://www.bbc.co.uk/portuguese/reporterbbc/story/2004/05/040521_sojaml.shtml (accessed May 3, 2011). 
182 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 458. 

http://www.itamaraty.gov.br/temas/balanco-de-politica-externa-2003-2010/visitas-internacionais-do-presidente-lula-e-visitas-ao-brasil-de-chefes-de-estado-e-de-chefes-de-governo-2003-a-2010
http://www.itamaraty.gov.br/temas/balanco-de-politica-externa-2003-2010/visitas-internacionais-do-presidente-lula-e-visitas-ao-brasil-de-chefes-de-estado-e-de-chefes-de-governo-2003-a-2010
http://archivo.abc.com.py/2004-05-28/articulos/113247/visita-de-lula-a-pekin-cimenta-alianza-entre-brasil-y-china
http://archivo.abc.com.py/2004-05-28/articulos/113247/visita-de-lula-a-pekin-cimenta-alianza-entre-brasil-y-china
http://www.china.org.cn/english/international/96134.htm
http://dai-mre.serpro.gov.br/atos-internacionais/bilaterais/2012/plano-decenal-de-cooperacao-entre-o-governo-da-republica-federativa-do-brasil-e-o-governo-da-republica-popular-da-china/
http://dai-mre.serpro.gov.br/atos-internacionais/bilaterais/2012/plano-decenal-de-cooperacao-entre-o-governo-da-republica-federativa-do-brasil-e-o-governo-da-republica-popular-da-china/
http://www.bbc.co.uk/portuguese/reporterbbc/story/2004/05/040521_sojaml.shtml
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As noted in Chapter 3 and Chapter 5, one of the most important achievements of Hu’s 
visit was the recognition of the PRC’s “market economy status” by Brazil, which 
Brazilian scholars and observes have defined as “an act of naiveté” (“ingenuidade”) on 
behalf of Lula, who did it “in spit of opposition from the most important business 
organization in the country, the São Paulo State Federation of Industry” 183  (FIESP, 
Federação das Indústrias do Estado de São Paulo). Hu also obtained the recognition 
from the Argentine government, which granted the PRC full “market-economy” status. 
By recognizing such status, both Brazil and Argentina were among the first countries that 
agreed to recognize the latter as a “market-economy”, a status that happens to differ from 
the transitional status “from planned to market economy” that China was granted by the 
WTO in 2001.  

It has been noted that, during his speech to the Brazilian Parliament, President Hu  
“promised –according to the South American media–investments of over US$ 30 billion 
and a spectacular increase in bilateral trade.”184 The clarification that such investments 
were quantified according to what the South American media reported is necessary due to 
the fact that it had been observed that “some Latin American presidents, or their ministers, 
were too enthusiastic about these promises and thought to hear more than the Chinese 
President was actually offering.”185 Rather than by the speech, the media was misled by 
the announcements made by South American government officials – the ones who 
“thought to hear more”186 than it was actually being said.  

Lastly, it is worth noting that, in December 2004, the South American 
Community of Nations (SCN, 南美洲國家共同體 ) was officially launched in Perú with 
the signing of the Cusco Declaration (庫斯科宣言) of December 8 and the Ayacucho 
Declaration (阿亞庫喬 宣言) of December 9,187 and South American energy integration 
declared a “priority”. Emphasizing the common points between energy cooperation and 
regional integration, Campodónico has noted that, as aforementioned, “energy 
integration” was a central objective, and Brazil –following Cardoso’s initiative from 
2000– was one of the key players promoting it188, in part to raise its visibility in the 
                                                      

183 Vigevani and Cepaluni, Brazilian Foreign Policy in Changing Times, xii. 
184 Oppenheimer, Cuentos Chinos: el engaño de Washington, la mentira populista y la esperanza de 
América Latina, 43-44. (translation by the author). 
185 Brazilian Newspaper Folha de São Paulo’s headlines were “China considering to invest US$ 100 billion 
in Latin America before 2014”, and Argentine populist newspaper Clarín had “China promises to invest 
US$ 100 billion in Latin America,” in Oppenheimer, Cuentos Chinos: el engaño de Washington, la mentira 
populista y la esperanza de América Latina, 72. 
186 Ibid.   
187 “International Documents: Cusco Declaration” – Andean Community.  
http://www.comunidadandina.org/documentos/dec_int/cusco_sudamerica.htm (accessed April 2, 2012). 
“International Documents: Ayacucho Declaration” – Andean Community.  
http://www.comunidadandina.org/documentos/dec_int/ayacucho_sudamerica.htm  (accessed April 2, 2012). 
188 Campodónico, “An Energy Panorama of Latin America”, 655. 

http://www.comunidadandina.org/documentos/dec_int/cusco_sudamerica.htm
http://www.comunidadandina.org/documentos/dec_int/ayacucho_sudamerica.htm
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region, and in part to counter Venezuelan petroleum-backed aspirations to regional 
leadership. As mentioned in Chapter 1, The SCN consisted of the countries that were 
members of two customs unions, namely MERCOSUR (南方共同市場 ) and the Andean 
Community of Nations (安第斯條約組織 ), which had attended the Brasilia Summit in 
2000. Brazil saw the opportunity of promoting biofuels to counter the rising influence of 
Venezuela through Chavez’s oil diplomacy, and the reaction of the Caribbean nation was 
the promotion of the establishment of “Petrosur”, a regional oil initiative that it presented 
at the 1st Meeting of South American Ministers of Energy. A few years later, the SCN, (
南美洲國家共同體 ) would evolve into the Union of  South American Nations 
(UNASUR, 南美洲國家聯盟 ) at the 3rd Summit held in May 2008, as examined below. 

In terms of energy cooperation, it was in February 2005 that Petrobras signed a 
MOU with CNPC, for Joint Business Ventures (eventually leading to the announcement 
of the construction of the Gascav (standing for Gasoduto Cabiúnas–Vitória) natural gas 
pipeline, a US$ 239 million project that marked the first steps of the CNPC in the 
Brazilian oil and gas sector, following Sinopec. It was also this year that Petrobras set the 
Brazilian record of drilling depth, with “a sloped well that reached 6,915 meters beyond 
the bottom of the sea,”189 in the Santos Basin (200 kilometers offshore the southern coast 
of the city of Rio de Janeiro).  

As regards biofuels, the PNBP regulations established that –in order to foster 
biodiesel production and consumption– this year, a 2% addition of biodiesel to mineral 
diesel (B2) should have to be done all across Brazil.  

In March this year, Brazil opened its first commercial biodiesel refinery.190 Given 
that biodiesel is based on energy crops, it is worth noting that this year Brazil became the 
world’s top exporter of soybeans had a very good harvest it had in 2005, which allowed it, 
for the first time, to overtake the US.191 The world soybean export market in 2005, then, 
was led by Brazil (39%), the US (37%) and Argentina (16%), with the three countries 
accounting for 92% of total soybeans exports and with China, on the other hand, 
accounting for 41% of total imports, while simultaneously being the 4th producer 
worldwide. In preceding sections it has already  

                                                      

189 “Our History-2005” – Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ 
190 Hearn, “How South American biofuels are gaining steam, and why that freaks the U.S. out “, Grist, 
December 16, 2005.  
http://grist.org/article/hearn/  
191 Baohui Song, M. Marchant and S. Xu, Competitive Analysis of Chinese Soybean Import Suppliers – US, 
Brazil and Argentina, paper presented at the American Agricultural Economics Association annual   
meeting, Long Beach, California, July 23-26, 2006. 
http://ageconsearch.umn.edu/bitstream/21109/1/sp06so03.pdf (accessed December 20, 2012). 

http://www.petrobras.com/en/about-us/our-history/
http://grist.org/article/hearn/
http://www.amazon.com/Chinas-Expansion-into-Western-Hemisphere/dp/0815775539/ref=pd_sim_b_6/188-5735060-9476441
http://www.amazon.com/Chinas-Expansion-into-Western-Hemisphere/dp/0815775539/ref=pd_sim_b_6/188-5735060-9476441
http://ageconsearch.umn.edu/bitstream/21109/1/sp06so03.pdf
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   In 2006, and for the first time, Petrobras achieved “self-sufficiency” in oil 
production (and also gas). According to the NOC, it was “a dream come true.”192 The 
relevance of the event was emphasized by Tissot, who pointed out that “after years of 
importing oil, Brazil attained effective self-sufficiency in petroleum production in 2006, 
ending dependence on outside sources, marked the realization of a long-held goal for 
Brazilians.”193 

 Dias Leite has pointed out that self-sufficiency would prove to be temporary, 
since increased demand in early 2007 required imports to be satisfied. However, it would 
be quickly recovered, and Brazil could export more oil and oil products than it needed to 
be imported. Self-sufficiency was possible by the production of offshore oil rigs P-34 and 
P-50 (with an average of 1.9 million barrels per day). Thus, and “as a result of the 
successful increase in reserves and their cautious use, the country became practically self-
sufficient in physical terms in 2007-2008, and thus attained the main objective of the 
national decision to found Petrobras.”194 

  As regards the international expansion of Petrobras, it was in 2006 that the 
company started to operate in Paraguay. 

In terms of energy cooperation, it was in April this year that the Petrobas-CNPC 
Gascav deal (natural gas pipeline) was signed, worth US$ 239 million.195 

 As regards biofuels and renewable energy, it is worth noting that the CENPES 
developed H-BIO, an innovative refining process “based on the introduction of refined 
vegetable oil at a specific point in the oil-refining process, with the addition of 
hydrogen,”196 with the aim –according to Petrobras– of producing “conventional diesel 
fuel.”197 

In September, Eduardo Pereira de Carvalho (head of the São Paulo Sugarcane 
Agroindustry Union - UNICA) defined Brazil as “the Saudi Arabia of ethanol.”198 It was 
also in September that Petrobras was listed in the Dow Jones Global Sustainability Index 
(DJSI), the world’s most important for the sector.199  

                                                      

192 “Our History-2006” – Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ (accessed December 20, 2012). 
193 Tissot, “Energy Security in Latin America”, 195. 
194 Dias Leite, Energy in Brazil: Towards a Renewable Energy Dominated System, 79.  
195 Palacios, “Latin America as China’s Energy Supplier”, 179. 
196 Dias Leite, Energy in Brazil: Towards a Renewable Energy Dominated System, 139. 
197 “Our History-2006” – Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ (accessed December 19, 2012). 
198 Kelly Hearn, “How South American biofuels are gaining steam, and why that freaks the US out”, Grist, 
December 16, 2005. 
http://grist.org/article/hearn/ (accessed December 1, 2011). 
199 “Quiénes somos- Nuestra historia” – Petrobras 
http://www.petrobras.com/es/quiene-somos/nuestra-historia/ (accessed December 25, 2012). 

http://www.petrobras.com/en/about-us/our-history/
http://www.petrobras.com/en/about-us/our-history/
http://grist.org/article/hearn/
http://www.petrobras.com/es/quiene-somos/nuestra-historia/
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Lastly, and in terms of energy crops used as feedstocks, by December 2006, 
Brazil had sent “nearly 11 million tons of soybeans to China, a 50 percent increase from 
the previous year (2005) and nearly double the amount shipped in 2004.”200 

The year 2007 was defined as the beginning of a “new energy era” for Brazil, a 
real turning point in terms of energy production, not only because of the discovery of the 
gigantic offshore pre-salt Tupi oilfiled, but also because Petrobras successfully started  
producing 2nd generation biofuels (cellulosic ethanol), thus putting itself at the cutting 
edge of biofuel producing technology, all this amid what officials at the ANP defined as 
the “third oil crisis.”201 In addition to this, Brazil also consolidated as the largest soybean 
exporter of the world, as explained below.  

As regards Brazil’s oil reserves, it was in November that the discovery of the pre-
salt (“pré-sal” or “sub-salt”) offshore oil reserves was made by Petrobras 250 kilometres 
off the coast of the Rio de Janeiro state (裡約熱內盧州 ), in Block MS11 of the so-called 
Santos Basin.  

President Lula famously proclaimed that “God must be Brazilian”202 and defined 
the discovery of the Tupi oilfield (Tupi油田 , named after the Tupí aborigines, one of the 
main ethnic groups of Brazil), as being a “blessing” (“benção”)203.  The discovery of 
Tupi was definitely a “game-changer” for Brazil’s energy security, since it consolidated 
its oil self-sufficiency and opened an opportunity window for the country to become a 
major oil exporter in the near future. According to the Financial Times, the discovery 
could “turn Brazil, already an agricultural superpower, into one of the world’s top five oil 
producers.”204 Indeed, and according to a 2011 Deutsche Bank Report, “Brazil is doing 

                                                      

200 Alexei Barrionuevo, “To Fortify China, Soybean Harvest Grows in Brazil”, The New York Times, April 
6, 2007.  
http://www.nytimes.com/2007/04/06/business/worldbusiness/06soy.html?_r=0&adxnnl=1&pagewanted=al
l&adxnnlx=1381860815-RbXAGuXzEcQ4EBu0UE4/9w (accessed December 20, 2012). 
201 Rita Capra Vieira, “Novo Marco Regulatório do Etanol Combustível no Brasil”, Superindentencia de 
Biocombustível e Qualidade de Produtos, ANP (November 2011): 2.     
http://www.ie.ufrj.br/images/infosucro/Rita_Capra_Vieira.pdf  
202 Andrés Oppenheimer, “Brazil’s huge oil find will lead to new wealth… or a petro-populist giant”, The 
Miami Herald, November 26, 2007. 
http://www.miamiherald.com/news/columnists/andres_oppenheimer/story/319805.html  (accessed April 2, 
2010). 
203 As defined by President Lula while being interviewed in the “Café com o Presidente” weekly program, 
conducted on August 30, 2009. During it, President Lula referred to the “pre-salt” oilfields as being “an 
asset of the [Brazilian] Union, [part of the] wealth of the [Brazilian] people and the future of Brazil” (“Pré-
sal: patrimônio da União, riqueza do Povo e futuro do Brasil”) 
http://blog.planalto.gov.br/patrimonio-da-uniao-riqueza-do-povo-futuro-do-brasil/ (accessed May 1, 2012). 
204  Samantha Pearson, “Pre-salt Deposits: development slowed by Brazil’s resolve to take profits”, 
Financial Times, September 12, 2012. 
http://www.ft.com/intl/cms/s/0/99b80838-f5bc-11e1-bf76-00144feabdc0.html#axzz2gGuYifBo   

http://www.nytimes.com/2007/04/06/business/worldbusiness/06soy.html?_r=0&adxnnl=1&pagewanted=all&adxnnlx=1381860815-RbXAGuXzEcQ4EBu0UE4/9w
http://www.nytimes.com/2007/04/06/business/worldbusiness/06soy.html?_r=0&adxnnl=1&pagewanted=all&adxnnlx=1381860815-RbXAGuXzEcQ4EBu0UE4/9w
http://www.ie.ufrj.br/images/infosucro/Rita_Capra_Vieira.pdf
http://www.miamiherald.com/news/columnists/andres_oppenheimer/story/319805.html
http://blog.planalto.gov.br/patrimonio-da-uniao-riqueza-do-povo-futuro-do-brasil/
http://www.ft.com/intl/cms/s/0/99b80838-f5bc-11e1-bf76-00144feabdc0.html#axzz2gGuYifBo
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well… Major oil discoveries carry the promise of turning Brazil into an important energy 
exporter over the next decade and generate windfall revenues for the government.” 205 

As regards the magnitude of the discoveries, Petrobras considered that “the 
offshore Tupi field may hold 8 billion barrels of recoverable crude. Among discoveries in 
the past 30 years, Tupi ranks second only to the 15-billion-barrel offshore oilfield of 
Kashagan (卡沙干油田), in the Caspian Sea (里海 ) off the coast of Kazakhstan (哈薩克

斯坦). 206 

In order to fully appreciate the real dimension of the discovery, it would be 
convenient to recall that specialized media considered it as “the Western Hemisphere's 
largest oil discovery in 30 years… [which] marked Brazil’s official emergence as a 
nascent global oil power… Petrobras is the lead operator of the BM-S-11 block 
containing Tupi, with a 65% stake.”207 

In an inevitable reference to the benefits of oil self-sufficiency, Petrobras 
considered that, with Tupi, “a new energy era”208 had started, in which Brazil would not 
longer be dependent on oil from the Middle East. The NOC estimated that the great 
concentrations in the pre-salt Tupi area would “boost Brazil’s oil and gas reserves by 
50%”, with the amount of oil found being “so significant that it… [would] catapult 
Petrobras and Brazil to a new scenario in the sector’s global industry.”209 According to P. 
Zeihan, vice president of analysis at Strategic Forecasting Inc. (Stratfor) –where he had 
also been former chief of Middle East and East Asia analysis– “Brazil’s discoveries of 
what may be two of the world's three biggest oil finds in the past 30 years could help end 
the Western Hemisphere's reliance on Middle East crude, said. Saudi Arabia’s influence 
as the biggest oil exporter would wane if the fields are as big as advertised, and China 
and India would become dominant buyers of Persian Gulf oil.”210  

                                                      

205 Jaeger, “Why Brazil is both catching up and falling behind,” Deutsche Bank Reports No. 6, June 14, 
2011.  
206 Joe Carroll, “Brazil Oil Finds May End Reliance on Middle East, Zeihan Says”, Bloomberg, April 8, 
2008.  
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aBUoYKhu7PWk&refer=home (accessed 
July 13, 2011). 
207  Jeff Fick, “Petrobras Pumps First Crude from Massive Tupi Field Offshore Brazil”, Dow Jones 
Newswires, May 1, 2009.  
http://www.rigzone.com/news/article.asp?a_id=75679#sthash.ywmLUz61.dpuf (accessed July 13, 2011). 
208 “Our History-2007” – Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ (accessed July 11, 2011). 
209 “Our History-2007” – Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ (accessed July 12, 2011). 
210 Joe Carroll, “Brazil Oil Finds May End Reliance on Middle East, Zeihan Says”, Bloomberg, April 8, 
2008.  
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aBUoYKhu7PWk&refer=home (accessed 
July 13, 2011).  

http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aBUoYKhu7PWk&refer=home
http://www.rigzone.com/news/article.asp?a_id=75679#sthash.ywmLUz61.dpuf
http://www.petrobras.com/en/about-us/our-history/
http://www.petrobras.com/en/about-us/our-history/
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aBUoYKhu7PWk&refer=home
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Zeihan continued explaning that “Brazil may be pumping ‘several million’ barrels 
of crude daily by 2020, vaulting the nation into the ranks of the world's seven biggest 
producers… The finds they've got so far are just the tip of the iceberg”, Zeihan said. 
“Brazil is going to change the balance of the global oil markets, and Petrobras will 
become a geopolitical supermajor.”211  

In an interesting observation related to the implications of the Brazilian 
discoveries for the US, Zeihan pointed out that “the U.S. Navy's presence in the Persian 
Gulf and adjacent waters would be reduced, leaving the region exposed to more conflict”, 
and he forecasted that “We could see that world becoming a very violent one,'' said 
Zeihan, Strategic Forecasting (Stratfor). “If the United States isn't getting any crude from 
the Gulf, what benefit does it have in policing the Gulf anymore? All of the geopolitical 
flux that wracks that region regularly suddenly isn't our problem.”212  

Following the discovery, the Lula administration insisted on imposing “local-
content” rules for oil-and-gas operators, arguing that they should buy most of the 
equipment needed to operate the oilfields from Brazilian manufacturers, which are 
considered to be overpriced and less competitive than international suppliers. In addition 
to the “local-content” regulations, global suppliers are forced to set up in Brazil if they 
want to participate in the exploitation of the oilfield.  

It has been pointed out that the domestic, locally produced content requisite is, in 
certain ways, a hindrance for Petrobras, which needs sophisticated kit to be able to drill at 
a depth of 2,000 meters of water and, once at the ocean floor, a further 5,000 meters 
below, through a layer of sand, rocks and salt (thus its name, pre-salt).  The unreliability 
of local content might be one of the major reasons that explain the why the company's 
share price has languished in recent years.  

Against the critiques, it has been argued that the “local content” rule is necessary 
to promote Brazil’s industrial development. In this regard, it has been pointed out by 
Oppenheimer astutely noted that “the discovery of… massive oil reserves could soon turn 
Brazil into a major oil exporter, and a big player in world affairs. But it could also 

                                                      

211 Joe Carroll, “Brazil Oil Finds May End Reliance on Middle East, Zeihan Says”, Bloomberg, April 8, 
2008.  
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aBUoYKhu7PWk&refer=home (accessed 
July 13, 2011). 
212 In the interview with Bloomberg, Zeihan also pointed out that “beyond supply gains from Brazil, it 
would take a tripling of Canadian oil-sands output (with Canada being the largest supplier of the US) and 
greater fuel efficiency to end Western reliance on Middle East oil. 

http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aBUoYKhu7PWk&refer=home
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threaten to derail Brazil’s slow but steady march into a successful economy, and turn it 
into a petro-populist country.”213  

Tupi started producing oil in 2010 and it was renamed in September 2012. Indeed, 
once President Lula had stepped down, Petrobras announced that it would change the 
name of the Tupi oilfield (Tupi油田, to “Lula”. The then president humbly explained to 
reporters that Petrobras was simply following its tradition of renaming oilfields with the 
names of sea creatures when they became commercially viable. “Lula”, as it happens, 
also means “squid” [烏賊 ] in Portuguese.214 

 It is evident that the discovery of Tupi was the highlight of the year. However, 
and as aforementioned, several other important events took place in 2007.  

Most notably among those events it was the visit that President G.W. Bush paid to 
Brazil in early March 2007, motivated by energy cooperation on biofuels. It is 
noteworthy that only a few days before the visit of the American president to Brazil, the 
“International Biofuels Forum” (IBF) had been launched on March 2 at the UN 
headquarters in New York. The Forum was a joint project of Brazil, China, the US, India, 
South Africa, and the European Commission and aimed at promoting the production and 
use of biofuels and creating a world market for them as alternative fuels, a “mechanism to 
structure the dialogue among the biggest producers and consumers of biofuels.”215 In that 
occasion, the Brazilian Ambassador to the US, A. Patriota, highlighted that “biofuels 
constitute a viable economic alternative for the partial substitution of fossil fuels and the 
diversification of the world’s energy mix.”216 Brazil was the world’s largest exporter of 
ethanol and a leader in the biofuels industry, and the US was the main destination of its 
ethanol exports. The deputy Permanent Representative of China to the UN, Liu Zhenmin 
(刘振民, or劉振民) –who, at the time of writing, still occupies the position–217 pointed 
out that “the development and sustained use of biofuels would contribute to social and 
economic development and improve the world’s energy structure, diversifying energy 

                                                      

213 Andrés Oppenheimer, “Brazil’s huge oil find will lead to new wealth… or a petro-populist giant”, The 
Miami Herald, November 26, 2007. 
http://www.miamiherald.com/news/columnists/andres_oppenheimer/story/319805.html  (accessed April 2, 
2010). 
214 Samantha Pearson, “Pre-salt Deposits: development slowed by Brazil’s resolve to take profits”, 
Financial Times, September 12, 2012. 
http://www.ft.com/intl/cms/s/0/99b80838-f5bc-11e1-bf76-00144feabdc0.html#axzz2gGuYifBo   
215  “Press Conference: Launching of the International Biofuels Forum” – News and Media Division 
Department of Public Information – United Nations – March 2, 2007.  
http://www.un.org/News/briefings/docs/2007/070302_Biofuels.doc.htm  
216 Ibid.  
217 “Ambassador Liu Zhenmin, DPR” –Permanent Mission of the People’s Republic of China to the UN. 
http://www.china-un.org/eng/dbtxx/lzmdsjl/ (accessed July 13, 2011). 

http://www.miamiherald.com/news/columnists/andres_oppenheimer/story/319805.html
http://www.ft.com/intl/cms/s/0/99b80838-f5bc-11e1-bf76-00144feabdc0.html#axzz2gGuYifBo
http://www.un.org/News/briefings/docs/2007/070302_Biofuels.doc.htm
http://www.china-un.org/eng/dbtxx/lzmdsjl/
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sources”, adding that “it is also important for the international efforts aimed at mitigating 
climate change by reducing greenhouse gas emissions.”218 

Less than a week later, on March 8-9, 2007, Bush and Lula met in São Paulo 
and signed the “Memorandum of Understanding between the United States and Brazil to 
Advance Cooperation on Biofuels”, specifically on ethanol and biodiesel. The MOU –
further examined in Chapter 6– included technology-sharing, technical assistance to build 
domestic biofuels industries in 3rd countries (especially those located in the Caribbean 
Basin) and the commitment to make multilateral efforts to advance the global 
development of biofuels.219  

In spite of the significant progress that the MOU represented, American-Brazilian 
cooperation on biofuels faced a number of obstacles, such as the tariffs imposed by the 
US to Brazilian ethanol imports (of US$ 0.54 cents per gallon, plus a 2.5% tariff), plus a 
US$ 0.50 cent subsidy paid by the US government to American biofuels providers. Bush 
had pointed out that biofuels offered several advantages: they contributed to diversify 
from oil, thus reducing dependence on imported petroleum, which was both a “national 
security issue” as well as an “economic interest” of both Brazil and the US, plus the fact 
that ethanol and biodiesel contributed to “improve the quality of the environment” in 
their respective countries.220 He also insisted that the tariff would stay in place until 2009, 
as regulated by the US law.221 In this regard, Campodónico has pointed out that, given 
the import tax on ethanol that the US imposes, plus the surcharge aimed to encourage 
national production, the Central American countries that belong to the Caribbean Basin 
Initiative (CBI) that can access the US market without paying tariffs –such as El Salvador, 
Costa Rica and Jamaica– import ethanol from Brazil, dry it and then re-export it to the 
United States. In this way, Brazilian exports –which are almost half of the global total– 
have access to the American market –the largest in the world– without paying import 
tariffs.222 

 Towards the end of March, the Brazilian president reciprocated and visited Bush, 
who received him in Camp David (大衛營), thus making Lula the first “latino” to be 
received in a “working meeting” in the presidential residence.223 As a matter of fact, Lula 
                                                      

218 Ibid.  
219 Clare R. Seelke and Peter J. Meyer, “Brazil-US Relations”, CRS Report for Congress 7-5700 RL 33456, 
Congressional Research Center, June 3, 2009, 11-12.  
220 “President Bush and President Lula of Brazil Discuss Biofuel Technology” – Press Release – Office of 
the Press Secretary – White House – March 9, 2007. 
http://georgewbush-whitehouse.archives.gov/news/releases/2007/03/20070309-4.html  
221 “Busch deixa Brasil com acordo sobre etanol, mas sem ceder na tarifa” – UOL – March 9, 2007. 
http://noticias.uol.com.br/ultnot/2007/03/09/ult23u306.jhtm  
222 Campodónico, “An Energy Panorama of Latin America”, 654. 
223 Bruno Garcez, “Lula sera 1o  latino recebido em Camp David por Bush”, BBC Brasil, March 31, 2007.   
http://www.bbc.co.uk/portuguese/reporterbbc/story/2007/03/070331_lulachegadanew.shtml  

http://georgewbush-whitehouse.archives.gov/news/releases/2007/03/20070309-4.html
http://noticias.uol.com.br/ultnot/2007/03/09/ult23u306.jhtm
http://www.bbc.co.uk/portuguese/reporterbbc/story/2007/03/070331_lulachegadanew.shtml
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was the first Latin American leader that Bush would host in Camp David, and the 
“working meeting” would be the first since Mexican president Salinas de Gortari was 
received in 1991. At the meeting, the possibility of American-Brazilian joint ethanol 
production in Central America and the Caribbean was, once again, discussed.  

 It was also in 2007 that Petrobras opened the “1st bioethanol (lignocellulose 
ethanol) pilot plant in Brazil” which, according to the NOC, ranked “the company on the 
cutting-edge of 2nd-generation biofuels” 224 (those made out of agribusiness residues). 
With these new advances in both traditional and renewable energy resources, Petrobras 
aimed to become one of the five largest producers of biofuels in 2020.225    

 This study points out that, to a large extent, the attention that the top leaders of the 
US were paying to biofuels were due to the fact that, by 2007 –previous to the shale 
revolution– the US was becoming alarmingly dependent on imported oil, with about 66% 
of the oil being consumed in the US coming from overseas.226 The largest suppliers of the 
US were Canada, Mexico and Saudi Arabia, and its main South American supplier was 
Venezuela, ruled by the unpredictable President H. Chávez.  

Aware of this, it was also in 2007 that Petrobras had started investing in refineries 
in Texas227, when the company decided the acquisition of Pasadena Refining System, Inc. 
(PRSI), a refinery with a processing capacity of 100,000 barrels per day. With this, 
Petrobras could start operating in the American refining segment in 2008. Petrobras has 
been continuously seeking to increase the company’s participation in offshore oil 
                                                      

224 Second-generation biofuels are “those made out of agribusiness residues”. See “Our History-2007” – 
Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ 
225 Following these steps, and only a few years later –in August 2010, Petrobras would enter a Joint 
Development Agreement with American bioenergy KL Energy Corporation (KLE), for the development of 
cellulosic ethanol using sugar-cane and to jointly optimize KLE’s proprietary cellulosic ethanol process 
technology for sugarcane bagasse feedstock, in Upton, Wyoming, USA (厄普顿 ,怀俄明州)225. The 
agreement conferred the parties mutual exclusivity in the development of sugar cane bagasse-based 
cellulosic ethanol, in an attempt to complement both companies’ initiatives in renewable and sustainable 
energy resources. According to M. Rossetto, CEO of Petrobras Biocombustíveis, the Brazilian company 
regards cellulosic ethanol as “a promising technology to increase ethanol production in an estimated 40% 
without the need to increase the planted area, besides making the processing plants more sustainable.” 
225 José Vitor Bomtempo, “The Future of Biofuels VI: Petrobras’ Strategy”, in Advanced Biofuels USA,  
March 22, 2012. 
http://advancedbiofuelsusa.info/the-future-of-biofuels-vi-petrobras-strategy  
Kris Bevill, “Petrobras Reaffirms Commitment to Biofuels at Biennial Event”, in Advanced Biofuels USA,  
June 14, 2011. 
http://advancedbiofuelsusa.info/petrobras-reaffirms-commitment-to-biofuels-at-biennial-event  
226 Joe Carroll, “Brazil Oil Finds May End Reliance on Middle East, Zeihan Says”, Bloomberg, April 8, 
2008.  
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aBUoYKhu7PWk&refer=home (accessed 
July 13, 2011). 
227 “Petrobras eyes refineries in US, Japan and Europe” – Business News Americas – August 30, 2007 
 http://bnamericas.com  

http://www.petrobras.com/en/about-us/our-history/
http://advancedbiofuelsusa.info/the-future-of-biofuels-vi-petrobras-strategy
http://advancedbiofuelsusa.info/petrobras-reaffirms-commitment-to-biofuels-at-biennial-event
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aBUoYKhu7PWk&refer=home
http://bnamericas.com/
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exploration and production in US waters, with the deepest well the company ever drilled 
(about 8,000 meters) been located in the Gulf of Mexico in the Cascade field. The 
company is also involved in the America trading segment, marketing oil and oil 
products. 228  As a matter of fact, in 2012, Petrobras acquired “full control” of the 
American refinery, in a US$ 0.820 billion bid.229  

In July 2007, a few months before the announcement of the discovery of the 
enormous pre-salt offshore oilfieds by PetroBras, the OGX Petróleo e Gás SA (OGX石

油公司) –the oil company of Brazilian oil tycoon Mr Eike Batista (巴蒂斯塔), by then 
the richest man in Brazil and the world’s seventh richest 230 – had been established. 
Batista was the son of a former Brazilian Minister of Mines and Energy, E. B. da Silva 
(who had served in the J. Goulart and F. Collor de Melo administrations, in the early 
1960s and early 1990s, respectively), OGX became Brazil’s largest private company in 
the oil and gas sector231 –but not the largest in general, which was still VALE, the mining 
company– for which it is considered as the “star” of EBX Group, Mr Batista’s mining 
and energy conglomerate.232 OGX’s productive stage was expected to start in January 
2012 –only four years later– and it did, thus establishing a world record in the oil 
industry.233   

Also in 2007, and together with the Ultra Group and Brazil’s National 
Development Bank (BNDES, Banco Nacional de Desenvolvimento Econômico e Social, 

                                                      

228 “Petrobras technology in the world’s showroom: High technology in the Gulf of Mexico” – Petrobras 
http://www.petrobras.com/en/countries/u-s-a/u-s-a.htm (accessed January 2, 2012). 
229 “Petrobras to buy full control of Pasadena Refining” – MarketWatch – July 2, 2012.  
http://www.marketwatch.com/story/petrobras-to-buy-full-control-of-pasadena-refining-2012-07-02  
230 “Eike Batista: the salesman of Brazil” –The Economist – March 26, 2012.  
http://www.economist.com/node/21555907 (accessed March 27, 2012).  
231 “Nossos Negócios” – OGX  
http://www.ogx.com.br/pt/nossos-negocios/Paginas/default.aspx (accessed June 20, 2011).  
232 In addition to OGX (oil and gas), the EBX conglomerate consists of MPX (energy generation); MMX 
(mining); CCX (coal mining): LLX (logistics), and OSX (shipbuilding and offshore industry). 
233 In October 1, 2013, however, OGX missed an interest payment to its international creditors US$ 45 
million in interests. The company’s international creditors are believed to hold 70% of the company’s debt, 
estimated in US$ 5.4 billion. OGX Petróleo e Gás Participações S.A. –the parent company of OGX 
Petróleo e Gás S.A., OGX International GmbH e OGX Austria GmbH– filed for bankruptcy (“pedido de 
recuperação judicial”), in what is an ongoing process at the time of writing.    
In October 3 it was reported that there had been talks between OGX and Malaysia’s Petroliam Nasional 
Bhd (Petronas) over the sale of a 40% stake (US$ 850 million) in this oilfield.  On top of that, at the end of 
the month, OGX saw its calculated reserves of the Tubarão Martelo (Portuguese for ‘hammerhead shark’) 
oilfield undergoing a 1/3 reduction by DeGolyer & MacNaughton, a Dallas-based reserve certification firm.   
http://www.ogx.com.br/pt/sala-de-imprensa/noticias/Paginas/Pedido-de-recuperacao-
judicial.aspx#sthash.NUCrLdjW.dpuf  
See also: Jeff Fick, “OGX’s Tubarão Martelo Field Probable Reserves at 87.9M BOE”, The Wall Street 
Journal, October 3, 2013.  
http://online.wsj.com/article/BT-CO-20131003-704527.html (accessed October 4, 2013). 

http://www.petrobras.com/en/countries/u-s-a/u-s-a.htm
http://www.marketwatch.com/story/petrobras-to-buy-full-control-of-pasadena-refining-2012-07-02
http://www.economist.com/node/21555907
http://www.ogx.com.br/pt/nossos-negocios/Paginas/default.aspx
http://www.ogx.com.br/pt/sala-de-imprensa/noticias/Paginas/Pedido-de-recuperacao-judicial.aspx#sthash.NUCrLdjW.dpuf
http://www.ogx.com.br/pt/sala-de-imprensa/noticias/Paginas/Pedido-de-recuperacao-judicial.aspx#sthash.NUCrLdjW.dpuf
http://online.wsj.com/article/BT-CO-20131003-704527.html


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                             Chapter 4  
                                                                                                                            Sino-Brazilian Energy Policy  

 286 

巴西開發銀行) Petrobras “undertook a study to deploy… [a] Petrochemical Complex… 
[which would allow the] processing of 150,000 barrels per day of national heavy oil.”234  

This would allow Brazil to fully take advantage of its rich oil endowment, since “heavy 
oils that cannot be absorbed by national refineries are exported and lights oils are 
imported” 235  Losses incurred with the exchange of heavy oil for light oils are 
considerable, since “in 2006, the price of heavy oil corresponded to approximately 75 
percent of the price of imported light oil.”236  

 Lastly, it is also worth noting that in December 2007 Brazil became the largest 
exporter of soybeans in the world (although the US remained as the biggest producer): 
“While the United States remains the largest producer of soybeans, last year Brazil 
became the biggest exporter. This year the United States will regain the crown, but its 
soybean exports are expected to fall by 23 percent by 2009-10, according to the 
Agriculture Department.”237  

The main reason for such a forecast was lack or adequate infrastructure: indeed, 
Brazil was suffering from “Dutch disease”: according to interviews conducted by the 
New York Times, “the strong Brazilian currency and a transportation bottleneck are 
conspiring against many Mato Grosso (馬托格羅索州) farmers”, since –located as they 
are in Central Brazil– they have to send the soybeans they produce by truck by more than 
1,300 kilometers to the South, and the roads and the ports are not in good conditions 
either. It is worth noting that the Governor of Mato Grosso, Blairo Maggi, is also the 
largest soybean grower in the world, with his Maggi Group.238 Thus, major investments 
in infrastructure are urgently needed, just like in Argentina. Otherwise, the stability of 
supplies will remain to be challenged and Brazilian farmers are at a disadvantage vis-à-
vis its American counterparts, who have transportation costs that are more than four times 
lower, due to adequate infrastructure.239 As pointed out by some of the interviewees, 
Chinese banks would be willing to reach agreements with the Brazilian government to 
provide the funds needed to improve the infrastructure.240  

                                                      

234 “Our History-2007” – Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ 
235 Dias Leite, Energy in Brazil: Towards a Renewable Energy Dominated System, 80-81. 
236 Ibid. 
237 Alexei Barrionuevo, “To Fortify China, Soybean Harvest Grows in Brazil”, The New York Times, April 
6, 2007. 
http://www.nytimes.com/2007/04/06/business/worldbusiness/06soy.html?_r=0&adxnnl=1&pagewanted=al
l&adxnnlx=1381860815-RbXAGuXzEcQ4EBu0UE4/9w (accessed July 20, 2010). 
238 See Maggi Group 
http://www.grupoandremaggi.com.br/ (accessed February 3, 2010). 
239 See note 81 above. 
240 Interview with Prof. Alexandre Ratsuo Uehara, Academic Director –Facultades Integradas Rio Branco– 
and Research Fellow and Professor, International Relations Research Center (NUPRI, Núcleo de Pesquisas 

http://www.petrobras.com/en/about-us/our-history/
http://www.nytimes.com/2007/04/06/business/worldbusiness/06soy.html?_r=0&adxnnl=1&pagewanted=all&adxnnlx=1381860815-RbXAGuXzEcQ4EBu0UE4/9w
http://www.nytimes.com/2007/04/06/business/worldbusiness/06soy.html?_r=0&adxnnl=1&pagewanted=all&adxnnlx=1381860815-RbXAGuXzEcQ4EBu0UE4/9w
http://www.grupoandremaggi.com.br/
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In 2008, and following the remarkable degree of attention that biofuels had 
received the previous year, Petrobras Biofuels (Petrobras Biocombustível) was created, 
as a “subsidiary of Petrobras in charge of developing ethanol and biodiesel production 
and management projects.”241 Early that year, in January, the CNPE had decided to made 
it mandatory to blend 2% percentage of biodiesel (B2) in mineral diesel, and raised again 
the percentage in March, to 3% (B3), within the framework of the PNPB.242  

In terms of petroleum, the sustainability of fossil fuel producers was recognized 
when Petrobras was selected as “the most sustainable oil company in the world” by the 
Spanish consultancy firm Management & Excellence (M&E).243 The pre-salt off-shore 
production increased, with the P-34 oil rig starting to produce light oil in September. It is 
also worth noting that Petrobras’ main domestic competitor, OGX, was publicly listed in 
the Bovespa (São Paulo’s stock exchange) raising US$ 4.3 billion, at the time a record for 
Brazil.244 

 In terms of regional integration, it was on May 23, 2008, during the 3rd Summit of 
South American Heads of State held in Brasilia, that it was decided that the 2004 
Community of Nations (SCN, 南美洲國家共同體 ) would evolve into the Union of 
South American Nations (UNASUR, 南美洲國家聯盟 ) –a couple of years later, in 
December 2010, the union would be given full legality with the ratification of the Union 
treaty by Uruguay. 

 With regard to presidential diplomacy, in August Lula paid his 2nd visit to China 
(but not a State Visit), in order to attend the opening ceremony of the Olympic Games.245 
A few months later, Lula and Hu met again at the APEC Summit held in Perú in 
November.   

                                                                                                                                                              

em Relações Internacionais), Grupo de Estudos de Mercados e Estados da América e da Ásia (GEMAS), 
University of São Paulo (USP), June 6, 2013. 
241 “Our History-2008”– Petrobras website 
http://www.petrobras.com/en/about-us/our-history/  (accessed July 20, 2010). 
242 Rita Capra Vieira, “Novo Marco Regulatório do Etanol Combustível no Brasil”, Superindentencia de 
Biocombustível e Qualidade de Produtos, ANP (November 2011): 2.     
http://www.ie.ufrj.br/images/infosucro/Rita_Capra_Vieira.pdf  
243 “We lead sustainability ranking” – Petrobras – February 2008. 
http://www.petrobras.com.br/en/news/we-lead-sustainability-ranking/  (accessed May 7, 2010). 
244 “Eike Batista: the salesman of Brazil” –The Economist – March 26, 2012.  
http://www.economist.com/node/21555907 (accessed March 27, 2012).  
245 “Ampliação: Presidente chinês Hu Jintao se reúne com Lula” – Embaixada da República Popular da 
China no Brasil 
http://br.china-embassy.org/por/zbgx/t481688.htm (accessed June 30, 2011). 

http://www.petrobras.com/en/about-us/our-history/
http://www.ie.ufrj.br/images/infosucro/Rita_Capra_Vieira.pdf
http://www.petrobras.com.br/en/news/we-lead-sustainability-ranking/
http://www.economist.com/node/21555907
http://br.china-embassy.org/por/zbgx/t481688.htm
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 By December 2008, Brazilian soybean exports to China reached US$ 5.3 billion 
(11.8 million tons), consolidating the PRC position as largest export destination.246 

In May 2009, Petrobras announced that off-shore oil “production kicked-off in the 
pre-salt”, by noting that “oil production began in the Tupi area on May 1st, 2009. The pre-
salt fields might change the Company’s reserve profile, currently by and large composed 
of heavy oil, reducing light oil and natural gas imports.”247  

With the off-shore oilfields entering the productive stage, Brazil’s dependence on 
imported oil was further diminished, and thus the country’s vulnerability was 
significantly reduced.248  

In terms of presidential diplomacy and energy cooperation, it is worth mentioning 
that Vice-President Xi Jinping paid Lula a visit on February 18.249 Xi was received by 
Lula and Foreign Minister C. Amorim, with whom several agreements on energy in 
general –and on petroleum and renewable energy sources in particular– were signed. 
Among others, it is worth noting the Petrobras-CNPC MOU on petroleum trade, the 
Petrobras-Sinopec Agreement on petroleum trade, the Petrobras-CDB MOU (“oil-for-
loan” agreement of cooperation between Petrobras and China Development Bank [CDB
国家开发银行, or國家開發銀行] on petroleum trade and financing), the “Protocol on 
Energy and Mining Cooperation” (with specific mention of petroleum and renewable 

                                                      

246 “Statistics- Soybean Exports by Country of Destination” – Associação Nacional dos Exportadores de 
Cereais (ANEC) 
http://www.anec.com.br/pdf-portugues/sojaGraos2008.pdf  (accessed July 20, 2010). 
247 “Our History-2009”– Petrobras website 
http://www.petrobras.com/en/about-us/our-history/ (accessed April 25, 2010). 
248 Keohane and Nye illustrate this point by examining the cases of the US and Japan. The authors point out 
that, despite its reliance on imports, the US is a country that has domestic oil reserves and can import less 
oil than Japan: thus, the US is less vulnerable, thus reducing costs imposed by the external change (rise of 
oil price)  . The authors note that a policy change can reduce the costs of depending on imported oil, and 
that –through an effective policy– the US can diminish its vulnerability, by trying to become self-sufficient 
in petroleum through the development of new sources of energy. Since Japan has no domestic oil reserves 
and imports more, it is more vulnerable. Thus, according to Keohane and Nye, towards an oil price rise, 
Country A (US) is more sensitive and less vulnerable than country B (Japan). See Keohane and Nye, Power 
and Interdependence, 11-12 
In the case of Brazil, these new sources can be considered to be both the untapped off-shore reserves and, 
also, biofuels. 
249 The present research points out slight differences in the layers of the “presidential diplomacy” in the 
2009 visits of Chinese officials to Brazil and Argentina: while Brazil was visited by Vice President Xi (a 
top-level visit), Vice Premier Hui Liangyu (回良玉) visited Argentina (a second-layer visit). To some 
extent, this reflects the different situations: while there was some tension in Sino-Argentine relations (just 
the year before the PRC had qualified Argentina as a ‘non-reliable supplier’, amid the block of exports 
imposed by the farmers’ crisis), relations between China and Brazil were being conducted in better terms 
(in particular, with regard to investments in off-shore oilfields).  
See:  “Argentine President, Chinese Vice Premier meet on bilateral ties” – Chinese Government’s Official 
Web Portal – February 13, 2009.   
http://www.gov.cn/misc/2009-02/13/content_1230571.htm (accessed February 14, 2009).  

http://www.anec.com.br/pdf-portugues/sojaGraos2008.pdf
http://www.petrobras.com/en/about-us/our-history/
http://www.gov.cn/misc/2009-02/13/content_1230571.htm


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                             Chapter 4  
                                                                                                                            Sino-Brazilian Energy Policy  

 289 

energy) and the Energia Sustentável do Brasil-Donfang Energy MOU (for the provision 
of Chinese hydropower engines for the Brazilian dam of Madeira River).250      

As regards Sino-Brazilian trade, in May China replaced the United States to 
become Brazil’s biggest trading partner, which –according to Brazil's Ministry of 
Development, Industry and Exterior Trade, Welber Barral– was a “historic” event, given 
that “the U.S. had been Brazil’s biggest trading partner since the 1930s”251, i.e., for over 
eighty years.  

Indeed, the trade balance released by the ministry showed that “the sum of 
Brazil’s exports and imports with China reached 3.2 billion U.S. dollars in April, over the 
2.8 billion dollars in its trade with the U.S.” and that “the bilateral trade volume between 
Brazil and China reached 36.44 billion dollars in 2008, increasing 55.9 percent from 2007, 
among which Brazil’s export volume to China hit 16.4 billion dollars, import volume 20 
billion dollars, rising 50.8 percent and 56.9 percent from the previous year 
respectively.” 252  Barral was also quoted as pointing out that such increase in Sino-
Brazilian trade was “representing a near 12-fold increase since 2001”253 and explained 
that “the Brazilian government is trying to diversify the exports to China, which till now 
are mainly soya, cellulose, fuel, and manufactured products”254 

As reported by the Daily Telegraph, “the news is the latest sign of China’s 
increasing challenge to US hegemony in Latin America. China has been steadily 
increasing its sphere of influence and has become particularly close to the four ‘Red’ 
South American countries: Venezuela, Bolivia, Ecuador and Peru.”255 

In terms of presidential diplomacy, between May 18 and 21, Lula paid his 3rd (his 
second State visit, following the first one in 2004 – although he had also visited Beijing 

                                                      

250 “Vice-presidente chinês reune-se com Lula” – Nota nº 67–PRC Embassy in Brazil – February 25, 2009.  
http://br.china-embassy.org/por/zbgx/t539167.htm  
251 “China surpasses U.S. to become Brazil’s biggest trading partner”– China View – May 5, 2009.  
http://news.xinhuanet.com/english/2009-05/05/content_11316255.htm (accessed May 5, 2009). 
252 “China surpasses U.S. to become Brazil’s biggest trading partner”– China View – May 5, 2009.  
http://news.xinhuanet.com/english/2009-05/05/content_11316255.htm (accessed May 5, 2009). 
253 Malcolm Moore, “China overtakes the US as Brazil’s largest trading partner”, The Telegraph, May 9, 
2009.  
http://www.telegraph.co.uk/finance/economics/5296515/China-overtakes-the-US-as-Brazils-largest-
trading-partner.html  (accessed May 10, 2009).  
254 “China surpasses U.S. to become Brazil’s biggest trading partner”– China View – May 5, 2009.  
http://news.xinhuanet.com/english/2009-05/05/content_11316255.htm (accessed May 5, 2009). 
255 Malcolm Moore, “China overtakes the US as Brazil’s largest trading partner”, The Telegraph, May 9, 
2009.  
http://www.telegraph.co.uk/finance/economics/5296515/China-overtakes-the-US-as-Brazils-largest-
trading-partner.html  (accessed May 10, 2009). 

http://br.china-embassy.org/por/zbgx/t539167.htm
http://news.xinhuanet.com/english/2009-05/05/content_11316255.htm
http://news.xinhuanet.com/english/2009-05/05/content_11316255.htm
http://www.telegraph.co.uk/finance/economics/5296515/China-overtakes-the-US-as-Brazils-largest-trading-partner.html
http://www.telegraph.co.uk/finance/economics/5296515/China-overtakes-the-US-as-Brazils-largest-trading-partner.html
http://news.xinhuanet.com/english/2009-05/05/content_11316255.htm
http://www.telegraph.co.uk/finance/economics/5296515/China-overtakes-the-US-as-Brazils-largest-trading-partner.html
http://www.telegraph.co.uk/finance/economics/5296515/China-overtakes-the-US-as-Brazils-largest-trading-partner.html
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in 2008)256 and last visit to the PRC, in which he was expected to ink further oil and gas 
deals with Beijing.  

The Brazilian president was aware of the need to ink oil deals, given the fact that 
this was his last visit to the PRC before having to step down on 2010, and that the 
extraction of the petroleum in the pre-salt was very expensive. In the aftermath of the 
financial crisis, and although both Brazil and China had weathered the crisis remarkably 
well,257 it was still difficult to obtain funds, and the PRC appeared to be one of the few 
countries able to either invest or make a loan.  

The Brazilian government and its NOC, Petrobras, had an atypical problem: they 
had the oil, located and ready to be untapped, but they lacked the money to extract it. As 
the Wall Street Journal put it, “The company is sitting on far more reserves than it has 
people and money to pump… [and] China became a lender of last resort.” 258 

As aforementioned, it was during this visit that Petrobras reached a US$ 10 billion 
“loan-for-oil” agreement with the China Development Bank (CDB, 国家开发银行 or 國
家開發銀行). According to the agreement, Petrobras would supply 150,000 barrels of 
crude a day to the PRC in 2009 and 200,000 barrels in 2010.  

The CEO of Petrobras, S. Gabrielli, highlighted the fact that the Chinese banks 
were “willing to extend huge foreign loans to further China's long-term energy-security 
goals: ensuring diverse global supplies and winning entree into competitive regions for its 
oil companies”, while making an interesting point and noting that “the U.S. has a 
problem: there isn't someone in the U.S. government that we can sit down with and have 
the kinds of discussions we're having with the Chinese.”259 

Indeed, this government-to-government “direct government lending” is “an 
increasingly powerful tool in an era when three-quarters of the world’s oil reserves are in 
the hands of state-controlled oil companies. By dealing directly with governments in oil-
                                                      

256 “International Visits of President Lula and Visits of Foreign Heads of State and Government to Brazil– 
Balance of Foreign Policy 2003-2010” – Secretary of Diplomatic Planning – Brazilian Ministry of Foreign 
Affairs – 2011: 35.   
http://www.itamaraty.gov.br/temas/balanco-de-politica-externa-2003-2010/visitas-internacionais-do-
presidente-lula-e-visitas-ao-brasil-de-chefes-de-estado-e-de-chefes-de-governo-2003-a-2010   
257 A 2011 Deutsche Bank report argues that, based on its performance in previous years, “Brazil is doing 
well. It weathered the 2008-09 global crisis largely unscathed (except for a significant growth slowdown in 
2009) Markus Jaeger, “Why Brazil is both catching up and falling behind,” Deutsche Bank Reports No. 6, 
June 14, 2011. 
http://www.dbresearch.com/servlet/reweb2.ReWEB?addmenu=false&document=PROD000000000027453
7&rdShowArchivedDocus=true&rwdspl=2&rwnode=DBR_INTERNET_EN-
PROD$NAVIGATION&rwobj=ReDisplay.Start.class&rwsite=DBR_INTERNET_EN-PROD 
258 John Lyons, “Brazil Turns to China to Help Finance Oil Projects”, The Wall Street Journal, May 18, 
2009. http://online.wsj.com/news/articles/SB124259318084927919 (accessed May 18, 2009). 
259 Ibid.  

http://www.itamaraty.gov.br/temas/balanco-de-politica-externa-2003-2010/visitas-internacionais-do-presidente-lula-e-visitas-ao-brasil-de-chefes-de-estado-e-de-chefes-de-governo-2003-a-2010
http://www.itamaraty.gov.br/temas/balanco-de-politica-externa-2003-2010/visitas-internacionais-do-presidente-lula-e-visitas-ao-brasil-de-chefes-de-estado-e-de-chefes-de-governo-2003-a-2010
http://www.dbresearch.com/servlet/reweb2.ReWEB?addmenu=false&document=PROD0000000000274537&rdShowArchivedDocus=true&rwdspl=2&rwnode=DBR_INTERNET_EN-PROD$NAVIGATION&rwobj=ReDisplay.Start.class&rwsite=DBR_INTERNET_EN-PROD
http://www.dbresearch.com/servlet/reweb2.ReWEB?addmenu=false&document=PROD0000000000274537&rdShowArchivedDocus=true&rwdspl=2&rwnode=DBR_INTERNET_EN-PROD$NAVIGATION&rwobj=ReDisplay.Start.class&rwsite=DBR_INTERNET_EN-PROD
http://www.dbresearch.com/servlet/reweb2.ReWEB?addmenu=false&document=PROD0000000000274537&rdShowArchivedDocus=true&rwdspl=2&rwnode=DBR_INTERNET_EN-PROD$NAVIGATION&rwobj=ReDisplay.Start.class&rwsite=DBR_INTERNET_EN-PROD
http://online.wsj.com/news/articles/SB124259318084927919
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supplier nations, China can use its wealth to reduce the role of big oil companies -- the 
traditional intermediaries between oil producers and oil consumers.” 260 According to 
Roger Diwan, a partner at PFC Energy, a Houston-based consultancy, “What you are 
seeing is the new geopolitics of oil, where deals start from a political understanding and 
cut out the international oil companies.”261  

It was also pointed out that the PRC’s willingness and ability to offer loans to oil-
producing countries, like Brazil, was beneficial not only to the parties involved, but also 
to the whole world, since increased supply of oil would prevent prices from rising.  

Lastly, it is worth noting that, before leaving Beijing, on May 18, Lula opened the 
“Brazilian Studies Center” at the Institute of Latin American Studies, Chinese Academy 
of Social Sciences, which was visited by the author during his field research in China.262   

In terms of renewable energy, in July 2009 the CNPE raised the proportion of 
biodiesel to a mandatory 4% blend (B4).263 

In 2010, the best news for both Petrobras and the Brazilian government were 
related to petroleum –the largest discovery in three decades, the Libra oilfield– and to 
ethanol, which was granted the “advanced biofuel” status by the US Environmental 
Protection Agency (EPA). Indeed, and with “pre-salt all steam ahead: oil production in 
Tupi is expected to reach 100,000 barrels per day.”264 

 However, the highlight would be the discovery of an even bigger oilfied, Libra265:,  
in May 2010. Indeed, on May 12, 2010, Brazilian authorities announced their largest oil 
discovery in nearly three years (since Tupi in November 2007) in its vast deepwater 
fields, boosting the South American nation's potential as a major energy producer. Libra 
was –and still remains–Brazil’s largest offshore oil discovery (estimated to held up to 12 
billion barrels of crude oil) and also one of the biggest made in the world over the past 
three decades.  

                                                      

260 John Lyons, “Brazil Turns to China to Help Finance Oil Projects”, The Wall Street Journal, May 18, 
2009. http://online.wsj.com/news/articles/SB124259318084927919 
261 Ibid.  
262 “Silva opens Brazil Studies Center in Beijing” – China Daily – May 19, 2009.   
http://www.chinadaily.com.cn/world/2009-05/19/content_7792094.htm  
263 Rita Capra Vieira, “Novo Marco Regulatório do Etanol Combustível no Brasil”, Superindentencia de 
Biocombustível e Qualidade de Produtos, ANP (November 2011): 2.     
http://www.ie.ufrj.br/images/infosucro/Rita_Capra_Vieira.pdf 
264 “Our History-2010” – Petrobras website 
http://www.petrobras.com/en/about-us/our-history/  
265 Jeff Fick, “Brazil’s Oil Field May Be the World’s Most Expensive to Develop”, The Wall Street Journal, 
August 8, 2013.  
http://blogs.wsj.com/moneybeat/2013/08/08/brazils-oil-field-may-be-the-worlds-most-expensive-to-
develop/ (accessed August 9, 2013).  

http://online.wsj.com/news/articles/SB124259318084927919
http://www.chinadaily.com.cn/world/2009-05/19/content_7792094.htm
http://www.ie.ufrj.br/images/infosucro/Rita_Capra_Vieira.pdf
http://www.petrobras.com/en/about-us/our-history/
http://blogs.wsj.com/moneybeat/2013/08/08/brazils-oil-field-may-be-the-worlds-most-expensive-to-develop/
http://blogs.wsj.com/moneybeat/2013/08/08/brazils-oil-field-may-be-the-worlds-most-expensive-to-develop/
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Libra has been considered to be, possibly, the world’s most expensive to develop,  

with an estimated total cost of development at a minimum US$ 174 billion, making it 
quite possibly the most expensive, single oilfield  project developed in history. In 
October 2013, Libra was auctioned by ANP, and the winning bid was made by a 
consortium composed of Petrobras, Shell, Total, CNPC e CNOOC 

According to Caixin (採新 ) “Chinese investment in Brazil was a blowout in 2010 
as the National Development Reform Commission (NDRC), the government's economic 
planner, approved projects with a combined value of US$ 12.6 billion, concentrated in 
the oil and natural gas, mining and agriculture sectors.” 266 

Along the same lines, a 2011 report by the Deutsche Bank267 argues that, based on 
its performance in previous years, “Brazil is doing well… It is once more attracting 
record levels of capital inflows, including very significant FDI. Record-high terms-of-
trade and a strong exchange rate are supporting a consumption boom. Unemployment is 
at all-time lows. Major oil discoveries carry the promise of turning Brazil into an 
important energy exporter over the next decade and generate windfall revenues for the 
government.”268 

In September 2010, Petrobras raised US$ 70 billion in a worldwide record-
breaking equity transaction269 aimed at raising the US$ 224 billion that it projects will be 
needed to develop the pre-salt fields.270 

In October, Sinopec acquired 40% of the Brazilian unit of Repsol/YPF for 
US$ 7.1 billion, thus becoming Repsol Sinopec Brasil, with upstream operations in the 
offshore block BM-S-9 (Guará and Carioca), one of the largest discoveries.271 Caixin 
defined the Repsol-Sinopec deal as the “biggest single deal” of Chinese investment in 

                                                      

266 Shen Hu, “Resource-Hungry Chinese Firms Flock to Brazil”, Caixin, October 14, 2011.  
http://english.caixin.com/2011-10-14/100314076.html (accessed October 15, 2011). 
267 Markus Jaeger, “Why Brazil is both catching up and falling behind,” Deutsche Bank Reports No. 6, June 
14, 2011.  
http://www.dbresearch.com/servlet/reweb2.ReWEB?addmenu=false&document=PROD000000000027453
7&rdShowArchivedDocus=true&rwdspl=2&rwnode=DBR_INTERNET_EN-
PROD$NAVIGATION&rwobj=ReDisplay.Start.class&rwsite=DBR_INTERNET_EN-PROD 
268 Markus Jaeger, “Why Brazil is both catching up and falling behind,” Deutsche Bank Reports No. 6, June 
14, 2011. 
269 Rob Dwyer, “IPO: how Petrobras struck 70 billion” – EuroMoney – 2011.  
http://www.euromoney.com/Article/2780467/IPO-How-Petrobras-struck-70-billion.html  
270 Chris V. Nicholson, “Petrobras Raises $70 Billion in Share Issue”, The New York Times, September 24, 
2010. 
http://dealbook.nytimes.com/2010/09/24/petrobras-raises-70-billion-in-share-issue/?_r=0  
271 “Histórico” – Repsol Sinopec Brasil – 2013. 
http://www.repsolsinopec.com.br/web/guest/14  (accessed December 9, 2013). 

http://english.caixin.com/2011-10-14/100314076.html
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Brazil in 2010272 and “China’s largest overseas oil deal since Sinopec Group bought 
Addax Petroleum Corp. for C$8.3 billion ($8.2 billion) last year to gain reserves in Iraq’s 
Kurdistan and West Africa.”273 

It was also in October, amid the turmoil of the campaigns for the presidential 
elections, that Petrobras CEO Gabrielli accused former President Cardoso of having tried 
to (partially) privatize the NOC while in office,274 as examined in previous sections of 
this Chapter. 

Lula’s candidate, Dilma Rouseff, was elected by a wide margin, and this gave 
reason to believe that Lula’s policies would be continued. As noted by the OPEC’s 
“Annual Report 2010”: “A wide margin of victory in the October 2010 presidential 
election provides a reasonably strong mandate for Dilma Rousseff to continue with the 
policies of her predecessor, Luiz Inácio Lula da Silva…. After delays in 2010, Congress 
is expected to approve the new legal framework governing oil reserves in the vast pre-salt 
area, with new concessions expected to be granted in 2011.” 275  Furthermore, the OPEC 
Report also points out that the recovery of the oil markets in 2010 “ was supported 
mainly by South America, mostly Brazil and Colombia. Continued start-ups and ramp-
ups of new developments in Brazil and Colombia were observed. Additionally, strong 
biofuels production in Brazil positively affected the growth in 2010.”276 

Lastly, in terms of petroleum, it is worth noting that, on December 22, 2010, Law 
12.351277 was passed by the Brazilian Congress, containing dispositions related to oil and 
gas exploration and production in the pre-salt areas  (replacing the “concession” regime –
in which the concession holder owns all the oil that it produces, for the “regime de 
partilha”, in which all the oil produced by the concession holder belongs to the State –i.e., 

                                                      

272 Shen Hu, “Resource-Hungry Chinese Firms Flock to Brazil”, Caixin, October 14, 2011.  
http://english.caixin.com/2011-10-14/100314076.html (accessed August 9, 2012). 
273 “Sinopec agrees to purchase Occidental’s Argentina Unit for US$ 2.45 billion”, Bloomberg, December 
10, 2010.  
http://www.bloomberg.com/news/2010-12-10/sinopec-agrees-to-purchase-occidental-s-argentina-unit-for-
2-45-billion.html (accessed December 11, 2010). 
274 “Presidente da Petrobras diz que governo FHC queria preparar estatal para privatizá-la” – Folha de São 
Paulo – October 13, 2010.  
http://www1.folha.uol.com.br/poder/814193-presidente-da-petrobras-diz-que-governo-fhc-queria-preparar-
estatal-para-privatiza-la.shtml (accessed October 14, 2010). 
275  “Annual Report 2010” – OPEC: 13.  
http://www.opec.org/opec_web/static_files_project/media/downloads/publications/Annual_Report_2010.pdf 
276  “Annual Report 2010” – OPEC: 14-18.  
http://www.opec.org/opec_web/static_files_project/media/downloads/publications/Annual_Report_2010.pdf 
277 See “Lei 12.351” – Subchefia para Assuntos Jurídicos – Casa Civil– Presidência da República. 
http://www.planalto.gov.br/ccivil_03/_Ato2007-2010/2010/Lei/L12351.htm  
See also “Qual a diferença entre regime de partilha e regime de concessão na exploração do petróleo?” –
Brasil – Economía e Governo  
http://www.brasil-economia-governo.org.br/2011/03/14/qual-a-diferenca-entre-regime-de-partilha-e-
regime-de-concessao-na-exploracao-do-petroleo/ (accessed December 11, 2012). 
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the Brazilian Union “União”) and creating the “Social Fund” (Art. 47, “Fundo Social”, 
with the goal of promoting education, public health, sport, culture, climate change 
measures, etc…), giving it structure and specifying its fiscal resources. This law also 
modifies a number of articles of the “Petroleum Law” of 1997. Brazil would end up the 
year 2010 as one of China’s top-10 oil suppliers.278 

As regards biofuels, in January the CNPE January had raised the percentage of 
biodiesel to the mandatory 5% blend (B5).279 

The best biofuel-related news for the Brazilian government arrived in February, 
when the US Environmental Protection Agency (EPA, 美國國家環境保護局 ) granted 
Brazilian ethanol the status of ‘advanced biofuel.’  

The news were considered by specialists of the Brazilian Foundation for 
Sustainable Development as opening “excellent perspectives by making it one of the few 
alternative fuels that can be used to satisfy the criteria of the US Energy Independence 
and Security Act (EISA), which provides for an increasing share of advanced biofuels (as 
defned in terms of the US Renewable Fuel Standard) in the American market.”280 In their 
report, they highlight that the granting of such status by the American agencies is “one of 
the most fundamental steps in the process of reduction of barriers for this biofuel”, noting 
that “paradoxically, the international commercialization of ethanol is hindered by 
significant protectionist barriers imposed by the potentially importing countries.” The 
authors emphasize that the Brazilian sugar cane-based ethanol production and use is the 
most important renewable energy program in the world, supplying the equivalent to 
930,000 bpd of crude oil. However, they note that, since 2008, the Brazilian public 
policies related to ethanol have been halted, and this has produced some stagnation in the 
growth of the ethanol industry.      

A few months later, in May 2010, Petrobras established a US$ 1.2 billion strategic 
partnership with the French Tereos, in order to develop opportunities in Brazil’s fast-
growing ethanol industry” through its Brazilian subsidiary.281 The president of Petrobras, 
S. Gabrielli, considered it “a significant move in the biofuels sector to consolidate 

                                                      

278 In 2010, Brazil was China’s 10th-largest oil supplier, having exported 151,000 barrels per day to the 
PRC. Thus, Brazil completed the list of China’s Top 10 oil supplying countries, following Saudi Arabia, 
Angola, Iran, Oman, Russia, Sudan, Iraq, Kuwait, and Kazakhstan. For further details, see “China’s Oil 
Imports by Source Country” – Statista – December 2010. 
http://www.statista.com/statistics/221765/chenese-oil-imports-by-country/  
279 Rita Capra Vieira, “Novo Marco Regulatório do Etanol Combustível no Brasil”, Superindentencia de 
Biocombustível e Qualidade de Produtos, ANP (November 2011): 2.     
http://www.ie.ufrj.br/images/infosucro/Rita_Capra_Vieira.pdf 
280 Horta Nogueira and Carvalheira Costa, Opções Tecnológicas em energia: uma visão brasileira, 28-29.    
www.fbds.org.br  
281 Jonathan Wheatley, “Petrobras in biofuel tie-up with Tereos”, Financial Times, May 3, 2010.  
http://www.ft.com/cms/s/0/1fa6f5d6-564a-11df-b835-00144feab49a.html#axzz2pEcvg4Mo  
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Petrobras as an energy company in a sustainable way, which will help meet Petrobras 
Biocombustível’s ethanol production targets.”282  

According to Petrobras, and since the creation of Petrobras Biofuels (Petrobras 
Biocombustível), the company had set aside US$ 2.8 billion between 2009 and 2013 for 
investment in ethanol and biodiesel, mostly in Brazil, to meet increasing domestic and 
global demand for biofuels. 

In August, an agreement to export 620,000 ethanol cars283  to Brazil between 
2010 and 2020 was reached between China’s Jianghuai Automobile Co. (JAC, 江淮汽车

股份有限公司, a Chinese SOE automaker that manufactures automobile and commercial 
vehicles)284 and Brazilian dealer SHC (the Brazilian operator of China's JAC Motors). In 
early January 2011, the first 500 ethanol cars were shipped, with another 1,500 cars 
expected before the end of the month and 2,500 cars in February 2011.  

 As aforementioned, Chinese automakers Chery and JAC were the 1st Chinese 
automobile companies to start building plants in Brazil (Chey in July 2011) and started 
investing in the production of “flex” motors in the second half of 2013, with the plant by 
JAC Motors expected to start producing in 2014.285 

 As regards bilateral relations, in terms of Brazilian-Argentine and Brazilian-
American relations, Brazilian Foreign Minister Celso Amorim announced on September 
11, 2010, during the 8th Annual Meeting of the International Institute for Strategic Studies 
(IISS) in Geneva286 that Argentina was “on track in 2010 to become Brazil’s largest trade 
partner behind China, replacing the United States in second position,”287 due to bilateral 
trade between the two countries expected to reach US$ 34 billion by December that year. 

                                                      

282 Ibid.  
283 “China Shipping Ethanol Cars to Brazil” – Biofuels Digest – January 4, 2011.  
http://www.biofuelsdigest.com/bdigest/2011/01/04/china-shipping-ethanol-cars-to-brazil/ 
284 Jianghuai Automobile Co. (JAC, 江淮汽车股份有限公司) is a SOE that manufactures automobile and 
commercial vehicles. It is based in Hefei (合肥), the prefecture-level city that is the capital of Anhui (安徽) 
province. JAC is the second Chinese carmaker to produce automobiles in Brazil, after Chery (奇瑞汽车)  
http://www.jac.com.cn  
285 “China’s JAC Motors to build plant in Brazil” – Reuters – October 7, 2011.  
http://www.reuters.com/article/2011/10/07/jacmotors-idUSN1E79606C20111007 
286 “Argentina to Become Brazil’s Second-Largest Trade Partner” – Americas Quarterly – September 13, 
2010.  
http://www.americasquarterly.org/node/1813 (accessed September 21, 2010).  
287 “Argentina to Become Brazil’s Second-Largest Trade Partner” – Americas Quarterly – September 13, 
2010.  
http://www.americasquarterly.org/node/1813 (accessed September 21, 2010).  
http://www.iiss.org/conferences/global-strategic-review/global-strategic-review-2010/plenary-sessions-
and-speeches-2010/second-plenary-session/celso-amorim/ (accessed September 21, 2010). 

http://www.jac.com.cn/
http://www.reuters.com/article/2011/10/07/jacmotors-idUSN1E79606C20111007
http://www.americasquarterly.org/node/1813
http://www.americasquarterly.org/node/1813
http://www.iiss.org/conferences/global-strategic-review/global-strategic-review-2010/plenary-sessions-and-speeches-2010/second-plenary-session/celso-amorim/
http://www.iiss.org/conferences/global-strategic-review/global-strategic-review-2010/plenary-sessions-and-speeches-2010/second-plenary-session/celso-amorim/
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Eventually, the announcement failed to materialize and the top-three trading partners 
remained the same as of 2009: China, the US and Argentina.   

In terms of agricultural trade and cooperation, it is worth noting that , on 
November 7, China’s Minister of Agriculture (Nóngyè Bù农业部 , or農業部 ), Han 
Changfu (韩长赋 , or韓長賦 ), headed an agriculture delegation and paid an official visit 
to Brazil (before visiting Argentina –with which there was a soybean oil embargo 
imposed since April 2010– and France) and met with Min. Wagner Rossi, Brazilian 
Minister of Agriculture, Livestock and Food Supply. Both the Chinese and the Brazilian 
Ministers co-chaired the 2nd Meeting of the Agriculture Subcommittee of China-Brazil 
High-Level Committee and the 3rd Meeting of China-Brazil Joint Committee on 
Agriculture288 and Minister Han stressed that China-Brazil agricultural trade had grown 
rapidly in recent years, but some issues, such as trade imbalance and less diversified 
product structure, had been affecting the sound development of the bilateral agricultural 
trade.289 

 In a final point related to Sino-Brazilian energy cooperation, it is worth noting 
that it was also in November 13-14, the 3rd Ministerial Meeting of the Forum for 
Economic and Trade Cooperation between China and Portuguese-speaking countries (中
國-葡語國家經貿合作論壇 [澳門]) was held in Macao. 290 As noted in previous 
sections, the Forum had been evolving from a broad reference to “energy cooperation” in 
2003 and 2006 –the 1st and 2nd meetings– to a more specific cooperation on “energy, 
renewable energy and biofuels” by 2010 –the 3rd meeting.291 

Finally, and in terms of regional integration, on November 2010 Uruguay became 
the ninth state to ratify the UNASUR treaty, thus giving the union full legality and 
“giving the founding charter official status.”292 

 

                                                      

288 While the Brazilians were celebrating the 3rd Meeting of China-Brazil Joint Committee on Agriculture 
The Argentine are lagging behind, since there has only been one of such meetings. 
289  “Minister Han Changfu Visits Brazil, Argentina and France” – MOA Press Office – Ministry of 
Agriculture of the People’s Republic of China – November 26, 2010.  
http://english.agri.gov.cn/news/201301/t20130115_8799.htm  
290 “Action Plan for Economic and Trade Cooperation” – 3rd Ministerial Meeting of the Forum for 
Economic and Trade Cooperation between China and Portuguese-speaking countries (Macao) (中國-葡語

國家經貿合作論壇 [澳門]), November 13-14, 2010.  
http://www.forumchinaplp.org.mo/pt/notice.php?a=20101123_01 (accessed November 15, 2010). 
291Forum for Economic and Trade Cooperation between China and Portuguese-speaking countries (Macao)  
http://www.forumchinaplp.org.mo/cn/noticelist.php  (accessed April 15, 2010). 
http://www.ipim.gov.mo/group_detail.php?tid=22817&type_id=1625 (accessed May 1, 2010). 
292 “Uruguay sentate Puts UNASUR Over the Top” – Buenos Aires Herald – November 30, 2010.  
http://www.buenosairesherald.com/BreakingNews/View/52731  

http://english.agri.gov.cn/news/201301/t20130115_8799.htm
http://www.forumchinaplp.org.mo/pt/notice.php?a=20101123_01
http://www.forumchinaplp.org.mo/cn/noticelist.php
http://www.ipim.gov.mo/group_detail.php?tid=22817&type_id=1625
http://www.buenosairesherald.com/BreakingNews/View/52731
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4.5. Concluding Remarks 

The importance of Brazil as an oil supplier to China is clearly reflected by the fact 
that it has been the PRC’s top South American petroleum supplier for most of the 
observed period, in spite of having alternated positions with Argentina in the first half 
and having been displaced by Venezuela for most of the second. Throughout the chapter, 
it has been highlighted that Brazil –the most important country in Latin America and the 
first one in the region to be a strategic partner of the PRC, back in 1993– started the 
period as an oil importer –just like the PRC– but, it underwent an energy evolution 
between 2006 –when it achieved energy self-sufficiency– and 2010 –when it retook its 
position as top South American oil supplier to the PRC, becoming an increasingly 
important supplier of petroleum to China boosted by the offshore oil discoveries above 
mentioned.  

As aforementioned, Brazilian successful performance can be attributed to the 
virtuous combination of the country’s rich energy resources endowment and the 
consistency and coherence of the energy policy adopted by successive Brazilian 
administrations –which fosters competition, attracts investments and promotes 
technological development. Unlike Argentina –examined in Chapter 5, Brazil constitutes 
a case in which the interest of the state can be said to prevail over the interest of the 
government.  

In the succinct historical review of Sino-Brazilian relations and the chronological 
description of the intensification of visits and exchanges between officials of the two 
countries, the tensions between these countries –the main economies in their respective 
regions– are revealed and noted by prominent Brazilian scholars and officials, who argue 
that despite the strategic partnership that the PRC and Brazil established in 1993, Sino-
Brazilian relations are characterized by “asymmetry” –given the “clearly stronger 
position”, in both economic and political-strategic terms, that China holds vis-à-vis 
Brazil– and by “increasing Brazilian dependence” on the Chinese market, noting –as 
Tavares de Oliveira does – that while Brazil is an “interesting partner” for the PRC, 
China is a “fundamental partner” for Brazil. In the words of Ricupero, the pattern of 
exchanges between these two countries features one of the purest examples of an 
asymmetrical relationship, what once used to be called North-South, or simply colonial. 

It also examines the energy agreements, MOUs and oil-backed loans, signed 
between theirs governments and NOCs. In this regard, it argues that the remarkable 
Brazilian performance as an energy exporter with the potential to become a top oil 
producer in the mid-term was, to a significant extent, based on the discovery of the Tupi 
and Libra fields (in 2007 and 2010, respectively), which can truly be considered as “game 
changers” in Sino-Brazilian relations. When Tupi was discovered, President Lula 
famously proclaimed that “God must be Brazilian”293 and defined the discovery as a 

                                                      

293 Andrés Oppenheimer, “Brazil’s huge oil find will lead to new wealth… or a petro-populist giant”, The 
Miami Herald, November 26, 2007. 
http://www.miamiherald.com/news/columnists/andres_oppenheimer/story/319805.html  (accessed April 2, 
2010). 

http://www.miamiherald.com/news/columnists/andres_oppenheimer/story/319805.html
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“blessing” (“benção”) 294 , and energy analysts considered that it was “the Western 
Hemisphere's largest oil discovery in 30 years… [and] marked Brazil's official emergence 
as a nascent global oil power.”295 Only three years later, the find of Libra made it Brazil’s 
largest offshore oil discovery ever, surpassing Tupi.296 In this regard, it is worth noting 
that in 2011, when Obama came to Brazil to visit Rouseff, the American president 
declared that “We want to work with you. We want to help with technology and support 
to develop these oil reserves safely, and, when you’re ready to start selling, we want to be 
one of your best customers.”297 

These discoveries have also attracted the Chinese NOCs, which have been 
seeking to play a more significant role in the Brazilian energy sector. The chapter 
highlights that Sinopec has been the pioneer and most active Chinese NOC in Brazil, 
although CNPC caught up having reached a number of agreements with Petrobras 
throughout the observed period: for instance, in 2004 Petrobras and Sinopec established a 
“strategic cooperation relationship on oil exploration, production, refining, marketing, 
pipes and technology”298 –the same year that Petrobras opened its offices in Beijing– and 
the Petrobras-Sinopec agreement on the Gasene pipeline reached in September 2004299 
(Gasoduto da Integração Sudeste-Nordeste, the longest pipeline in Brazil due to its 1,400 
kms extension)300 which started to be constructed in July 2005 and was inaugurated in 
March 2010.301 In February 2009, a Petrobras-Sinopec agreement on petroleum trade was 
reached and, in October 2010, Sinopec also acquired 40% of the Brazilian unit of 
Repsol/YPF for US$ 7.1 billion, thus becoming Repsol Sinopec Brasil. It had been also in 
May 2010 that a US$ 10 billion “loan-for-oil” had been reached between Petrobras and 
the China Development Bank (CDB, 国家开发银行or國家開發銀行). 

                                                      

294 As defined by President Lula while being interviewed in the “Café com o Presidente” weekly program, 
conducted on August 30, 2009. During it, President Lula referred to the “pre-salt” oilfields as being “an 
asset of the [Brazilian] Union, [part of the] wealth of the [Brazilian] people and the future of Brazil” (“Pré-
sal: patrimônio da União, riqueza do Povo e futuro do Brasil”) 
http://blog.planalto.gov.br/patrimonio-da-uniao-riqueza-do-povo-futuro-do-brasil/  
295  Jeff Fick, “Petrobras Pumps First Crude from Massive Tupi Field Offshore Brazil”, Dow Jones 
Newswires, May 1, 2009.  
http://www.rigzone.com/news/article.asp?a_id=75679#sthash.ywmLUz61.dpuf  
296 Jeff Fick, “Brazil’s Oil Field May Be the World’s Most Expensive to Develop”, The Wall Street Journal, 
August 8, 2013.  
http://blogs.wsj.com/moneybeat/2013/08/08/brazils-oil-field-may-be-the-worlds-most-expensive-to-
develop/ (accessed August 9, 2013).  
297 Kelly Hearn, “China gets jump on U.S. for Brazil’s oil”, The Washington Times, January 19, 2012. 
http://www.washingtontimes.com/news/2012/jan/19/china-gets-jump-on-us-for-brazils-oil/?page=all 
298  Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy toward Latin America,” 101. 
299 Alexandre Spatuzza, “Petrobras empezará construcción de ducto Gasene en julio”, BNAmericas, March 
15, 2005. 
http://www.bnamericas.com/news/petroleoygas/Petrobras_empezara_construccion_de_ducto_Gasene_en_j
ul, 
300 “Produção de petróleo e gás natural” – Portal do Governo do Estado do Espírito Santo – 2012.  
http://www.es.gov.br/EspiritoSanto/paginas/petroleo_gas.aspx (accessed April 2, 2012). 
301 “Maio gasoduto do Brasil nos  ultimos dez anos” – Petrobras – March 26, 2010.  
http://www.petrobras.com.br/pt/noticias/maior-gasoduto-do-brasil-nos-ultimos-dez-anos/  

http://blog.planalto.gov.br/patrimonio-da-uniao-riqueza-do-povo-futuro-do-brasil/
http://www.rigzone.com/news/article.asp?a_id=75679#sthash.ywmLUz61.dpuf
http://blogs.wsj.com/moneybeat/2013/08/08/brazils-oil-field-may-be-the-worlds-most-expensive-to-develop/
http://blogs.wsj.com/moneybeat/2013/08/08/brazils-oil-field-may-be-the-worlds-most-expensive-to-develop/
http://www.washingtontimes.com/news/2012/jan/19/china-gets-jump-on-us-for-brazils-oil/?page=all
http://www.es.gov.br/EspiritoSanto/paginas/petroleo_gas.aspx
http://www.petrobras.com.br/pt/noticias/maior-gasoduto-do-brasil-nos-ultimos-dez-anos/
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CNPC was the second NOC in enter Brazil and reach agreements with Petrobras, 
such as the Petrobras-CNPC MOU for “joint business ventures” it signed in February 
2005 –which would result, the following year, in the Petrobras-CNPC Gascav 
(Gasoduto Cabiúnas–Vitória) natural gas pipeline deal, agreed in 2006. Also, in February 
2009, the Petrobras-CNPC MOU on petroleum trade was signed by representatives of the 
Brazilian and Chinese governments during Vice-President Xi’s visit to Brazil that year.  

As regards CNOOC, it is worth noting that it has been the last of China’s major 
NOCs to enter into the Brazilian petroleum sector –and this study highlights that CNOOC 
only did so after the observed period. 

The potential that Brazil has in biofuels –being the world’s second largest 
producer of ethanol and the world's largest exporter of this “advanced biofuel”– is 
highlighted, in particular given the good prospects of Sino-Brazilian energy cooperation. 
It is noteworthy that, in 2010, the US Environmental Protection Agency (EPA) has 
granted Brazilian ethanol the status of “advanced biofuel” opens excellent perspectives in 
the American market, and the chapter proposes further exploration of the possibilities of 
adding the Chinese market as a destination of Brazilian biofuels exports, which would 
contribute to enhance not only energy security but also to mitigate environmental 
constrains, given the reduction in greenhouse gasses emissions that the use of biofuels 
imply.  
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Chapter 5  – Sino-Argentine Energy Policy  

5.1. Introduction 

Argentina is the second largest country in Latin America –behind Brazil– and it has 
the third largest economy in the region –behind Brazil and Mexico. It is not only large in 
terms of extension –being the 8th largest country in the world– but it has also been blessed 
with a remarkably rich endowment of natural resources, which put it in an excellent position 
to supply the PRC’s insatiable Chinese appetite for commodities. As mentioned in Chapter 2, 
Argentina is a leading “agricultural exporting”1 country and China’s third largest agricultural 
supplier2 –a global top exporter of soybeans, wheat, corn and beef.3 Chinese demand make 
the PRC Argentina’s largest export destination for agricultural products. Throughout the 
observed period, Argentina is also a “significant South American oil and natural gas 
producer” 4 and one of the leading exporters of petroleum and mineral resources to the PRC.  

Argentina and the PRC normalized relations on February 1972. However, and 
similarly to Brazil, bilateral relations have only become relevant in the last few years, 
particularly since the turn of the century, when the PRC already ranked among Argentina’s 
top-5 trading partners5 and with both countries having a “strategic relation” since 2004, the 
year that China became the 2nd largest oil consuming country in the world –with Argentina 
ranking as the PRC’s second largest Latin American oil supplier that year.  

Indeed, between 2000 and 2010, Argentina ranked among the top-three Latin 
American oil-suppliers to China –ranking first in 2003 and 2006, second in 2000-2002 and 
2004-2005 (behind Brazil) and third in 2007-2010 (behind Brazil and Venezuela). Oil ranks 
second among the commodities that Argentina exports to China (behind soybeans) which has 
been one of Argentina’s top-5 trading partners for the whole observed period –ranking 5th in 
2000 and 2002, 4th in 2001, 2003-2006 and 2009, and 2nd in 2007, 2008 and 2010.6   

                                                      
1 Sylvia Ostry, “The Uruguay Round North-South Grand Bargain: Implications for Future Negotiations,” in The 
Political Economy of International Trade Law, ed. Kennedy, Daniel L. M. and Southwick, James D. 
(Cambridge, UK: Cambridge University Press, 2002), 297.   
2 “La relación comercial con China” – La Nación – June 29, 2012. 
http://www.lanacion.com.ar/1486087-la-relacion-comercial-con-china (accessed June 30, 2012). 
It should be highlighted that it was during premier Wen Jiabao (溫家寶)’s visit to Argentina in June 2012 that 
the governments of Argentina, Brazil and Uruguay started the studies tending to the creation of a China-
Mercosur Free Trade Area. This study points out the surprising –if not suspicious– coincidence of these studies 
with the suspension of Paraguay –the only South American country that maintains diplomatic ties with the 
Republic of China (Taiwan), instead of with the PRC–from the trading bloc following the removal from office 
of Paraguayan President F. Lugo (盧戈), thus removing an important obstacle for any eventual trade agreement.  
See Juan Uriburu Quintana, “El futuro de China y del Mercosur”, El Tribuno, June 28, 2012. 
http://www.eltribuno.info/salta/nota_print.aspx?Note=174483 (accessed June 29, 2012).  
3 As a member of the CAIRNS Group, together with Brazil.  
http://cairnsgroup.org/Pages/map/index.aspx 
4 “Country Analysis Brief Overview–Argentina” – US Energy Information Administration (EIA).  
http://www.eia.gov/countries/country-data.cfm?fips=AR (accessed June 2, 2013). 
5 Although, according to Oviedo, in 2000 the PRC ranked 6th among Argentina’s largest trading partners –
behind Uruguay, which ranked 5th– and 3rd in 2009 –behind Brazil and Chile– based on data from INDEC.  
See Oviedo, Historia de las relaciones internacionales entre Argentina y China, 491.  
6 Based on data from the Observatory of Economic Complexity  Massachusetts Institute of Technology (MIT) 
and UN COMTRADE  
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2000/ 
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2010/  

http://www.lanacion.com.ar/1486087-la-relacion-comercial-con-china
http://www.eltribuno.info/salta/nota_print.aspx?Note=174483
http://cairnsgroup.org/Pages/map/index.aspx
http://www.eia.gov/countries/country-data.cfm?fips=AR
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2000/
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2010/
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Argentina has abundant energy resources –most of which have yet to be developed, 
for which foreign investment plays an absolutely crucial role. Similarly to the PRC –and 
unlike the case of Brazil, about 85% of Argentina’s primary energy comes from fossil 
sources –35 % from oil, and 50 % from gas– but with renewable energies –biofuels, 
hydropower, solar and wind power– becoming increasingly important.  

As explained below, the first oil discovery was made in 1907, in Comodoro Rivadavia 
(里瓦達維亞海軍准將城), in the Southern province of Chubut (丘布特省), which was the 
first –and, at present, also the largest– oil producing province, accounting for 27% of the 
country’s total oil production, followed by Neuquén (內烏肯省, 22%) and Santa Cruz (聖克

魯斯省, 20%). Combined, their oil accounts for 70% of Argentina’s total production. As 
explained below, British and American companies exploited the oilfields until Argentina’s 
NOC, YPF ((Yacimientos Petrolíferos Fiscales, or Treasury Petroleum Fields, or 阿根廷 財

政部油田公司), was created in 1922, under the Yrigoyen (伊里戈延) administration –i.e., 
Argentina had its NOC over three decades before Brazil had Petrobras. As explained below, 
YPF focused on upstream (exploration and production), while the foreign companies did so 
on downstream (refining and commercialization). In the late 1950s, petroleum was 
nationalized7 and, in 1988, Argentina achieved self-sufficiency. A decade later, Argentina 
reached record levels of oil production, in 1998. Such production levels –which remain 
unparalleled until today and, as a matter of fact, this is likely to be the case for the foreseeable 
future– were, to a large extent, due to the fact that YPF had been privatized almost 
immediately after having achieved self-sufficiency, and according to the neoliberal policies 
adopted by Menem (1989-1999). Indeed, it was under Menem’s first term that the NOC was 
sold to Spain’s Repsol (雷普索爾石油公司), defined by Campodónico as a “privatization” 
model characterized by the “predominance of private ownership” –unlike Brazil, which had a 
“state dominance” model with the encouragement of private investment.8 

As aforementioned, and following the privatization of YPF, Argentina’s oil 
production grew strongly and steadily throughout the 1990s, at a much higher rate than 
domestic consumption. Thus, a significant proportion of the produced oil and gas was 
exported. But the Menem administration did not control that the increase in production was 
accompanied by the corresponding investments in exploration. Repsol/YPF focused on 
exploiting the existing oilfields and reduced exploratory activities to a minimum. Thus, 
production decreased in the late 1990s, recovered in the early 2000s and –due to the 
combination of economic growth and rising energy demand with the government’s controlled 
and subsidized energy prices (which limited the companies’ profitability, thus discouraging 
investments)– started falling again in the mid- and late 2010s, a direct consequence of, on the 
one hand, the lack of strategic planning and the conspicuous lack of coherent policy and 
investment plan –factors that have caused oil production to decline 27% between 1998 
(maximum production) and 2010 (end of the observed period)– and, on the other hand, 
maturing oilfields, steady economic growth and rising domestic energy consumption with 
state subsidies and controlled prices –given the Kirchners refusal to recognize the 
                                                      
7 “Ley 14.773/1958” –Legislative Information–Ministry of Economy and Public Finances- November 13, 1958. 
http://www.infoleg.gob.ar/infolegInternet/anexos/215000-219999/216896/norma.htm  
8 Campodónico notes that, in the 1990s, Latin American countries followed 4 major modernization models: 
México adopted an exclusive state property, while Brazil had a “state dominance” model with the 
encouragement of private investment (also Venezuela and Chile), other countries adopted a “mixed 
management” between the state and private companies (such as Colombia and Ecuador), while Argentina, 
Bolivia and Perú were exceptions, since they followed a “privatization” model characterized by the 
predominance of private ownership. See Campodónico, “An Energy Panorama of Latin America”, 641. 

http://www.infoleg.gob.ar/infolegInternet/anexos/215000-219999/216896/norma.htm
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international prices of oil and to stop limiting the profitability of oil companied, as well as 
updating the domestic value of fuel.  

In spite of this decline, and throughout the period examined in this study, Argentina is 
the only country –out of the three observed cases– that has been a net oil exporter from 2000 
to 2010, just the opposite to the case of the PRC –which started and finished as an importer– 
and with Brazil having managed to achieve oil self-sufficiency in 2006/2007 due to rising 
production and exports, which made it become China’s top Latin American oil supplier in 
2010.   

However, and as mentioned in Chapters 1, 2, 3 and 4, both Brazil and Argentina have 
been the top Latin American petroleum suppliers to China between 2000 and 2007 –with 
Argentina raking first in 2003 and 2006. Indeed, in 2006 oil accounted  for a truly remarkable 
25,7% of Argentine total exports, as noted by Oviedo.9 This study underscores that this was 
the highest percentage of the observed period, with crude oil exports to China accounting for 
almost US$ 0.9 billion –however, even at their peak, oil exports to the PRC accounted only 
for 65% of the value of soybeans exported to China the same year (US$ 1.4 billion). In 2007, 
both Argentina and Brazil were then displaced by Venezuela –although in 2010 Brazil retook 
its position as main oil supplier to the PRC and, since 2007, Argentina has consistently 
ranked third in terms of oil exports to China, behind these two countries.  

This Chapter examines Sino-Argentine energy relations, offering a succinct overview 
of bilateral relations and focusing on the role that Argentina has played as a petroleum 
supplier to the PRC between 2000 and 2010. In order to do so, it examines the main actors in 
Argentina’s energy sector, highlighting the fact that Argentina –unlike the countries 
previously examined– has not had a NOC for the whole observed period (due to YPF’s 
privatization in the 1990s) and that oil exports have been declining –unlike the case of Brazil.  

Since Argentina’s energy production is not limited to oil, with the country being a top 
producer and exporter of biofuels –mainly soybean-based biodiesel, but also corn-based 
ethanol– in its analysis of Argentine energy policy, the Chapter underscores the evolution of 
policy with regard to both fossil and renewable energy –biofuels in particular. It underscores 
that Argentina has remarkable potential in this field, being the largest soybean-based 
biodiesel exporter in the world, with the EU being its largest export destination.  

 Furthermore, and in spite of the fact that it exceeds the observed period, two 
important events that took place in 2010 and 2011 are also examined: the discovery –in 
2010– of a gigantic shale oil and gas formation (Vaca Muerta –“Dead Cow [死牛油田]– one 
of the world’s largest non-conventional reservoirs) in Neuquén province (內烏肯省 ), 
announced in May of the following year (2011). Similarly to the Brazilian off-shore 
discoveries of Tupi and Libra, Vaca Muerta is considered to be the 3rd largest shale formation 
in the world, and thus a truly “game-changing” discovery that has created attractive 
investment opportunities for Chinese NOCs in Argentina. Paradoxical as it may seem, the 
other event that also took place in 2011 was Argentina’s regrettable loss of oil self-
sufficiency –a diametrically opposed situation to the case of Brazil (which it achieved in 
2006). 

Thus, at present, Argentina faces a contrasting scenario: on the one hand, serious 
energy production problems in the short- and mid-term, and –due to Vaca Muerta– the 
greatest opportunity it has ever had in the long term, on the other.  
                                                      
9 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 454. 
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In this regard, it is noteworthy that CNPC had tried in 2007 and 2009– to acquire the 
Argentine assets of Repsol/YPF, especially the ones in Neuquén province, and have been in 
talks with representatives of Repsol/YPF to discuss their involvement in these projects. 
Naturally, and following Repsol/YPF’s announcement of the Vaca Muerta discovery in 2011, 
other attempts were made by Sinopec and CNOOC in 2012.10 The NOCs had also been 
dealing with other Argentine private oil companies, such as CNOOC’s Joint venture with 
Argentina’s Bridas Corporation (布里达斯公司), or its offer to acquire the controlling stake 
that British Petroleum plc. (formerly BP, 英國石油 ) had in the British-Argentine joint-
venture Pan American Energy LLC (PAE, 泛美 能源 11,). It is also noteworthy that, in 
December 2010, the third “big NOC”, Sinopec, had bought the Argentine unit of Occidental 
Petroleum Corp. (OXY, 西方石油公司)12, after acquiring part of the assets of Repsol/YPF in 
Brazil (Repsol Sinopec Brazil, as examined in Chapter 4).  

Thus, this chapter analyzes a variety of reasons that would suggest the Argentine 
government to embrace the Brazilian energy policy profile. However, the Chapter also points 
out that several factors limit the attractiveness of Argentina’s energy industry to private 
investors, despite Argentina’s large deposits of fossils energy resources and great potential in 
renewable reserves.  

In this regard, a key argument put forward in this Chapter is that Argentina can be 
considered to be a highly “dysfunctional” country, full of contrasts and anomalies, which –in 
many aspects, and for a wide range or reasons– anomy, institutional weakness, degrading 
values populist governments, hyper-presidentialism, one-party de facto hegemony– has been 
backpedalling for several decades already. Indeed, it has been pointed out that “Argentina is 
perhaps the world’s best example of the presume natural resource curse: a rich and fertile 
country that went astray in the post-World War II period.”13 The years between 2000 and 
2010 proved to be no exception.  

Indeed, and in terms of energy, it is noteworthy that Argentina –which had achieved 
oil self-sufficiency in 1988 and started and finished the first decade of the new century as an 
energy exporter– had in 2010 the lowest energy trade surplus in 15 years, with its energy 
resources exports declining to its 1993 levels. Indeed, and according to the International 
Energy Agency: since 2000, Argentina’s oil production has decreased by an average of 3% 
annually, from 815,000 barrels per day in 2000 to only 650,000 bpd in 2010.14 Thus, and 
having remained largely self-sufficient in crude oil while importing oil products for a number 
of years, in 2011, the country was to eventually lose its energy self-sufficiency and started 
importing crude petroleum.15  

                                                      
10 “Los chinos, agazapados y a la espera de YPF” – La Nación – April 17, 2012.  
http://www.lanacion.com.ar/1465719-los-chinos-agazapados-y-a-la-espera-de-ypf  (accessed April 18, 2012). 
11 Translation by the author. For further details, please refer to: Pan American Energy (PAE)  
http://www.pan-energy.com/ (accessed July 2, 2012). 
12 See Note 10 above.   
13 Edmar L. Bacha and Albert Fishlow, “The recent commodity price boom and Latin American growth: more 
than new bottles for an old wine?”, in The Oxford Handbook of Latin American Economics, ed.  J. A. Ocampo 
and Jaime Ros (New York: Oxford University Press, 2011), 400. 
14 Michael J. Economides, “Argentina’s Re-Nationalization of the Energy Industry and What it means”, in 
Energy Tribune, September 18, 2012. 
http://www.energytribune.com/20101/argentinas-re-nationalization-of-the-energy-industry-and-what-it-means-
2#sthash.EGhlpCNN.dpbs (accessed September 18, 2012).  
15 Anabella Quiroga, “Argentina ya consume más petróleo y gas que el producido”, Los Andes, June 5, 2011. 
http://www.losandes.com.ar/notas/2011/6/5/argentina-consume-petroleo-producido-572307.asp  

http://www.lanacion.com.ar/1465719-los-chinos-agazapados-y-a-la-espera-de-ypf
http://www.pan-energy.com/
http://www.energytribune.com/20101/argentinas-re-nationalization-of-the-energy-industry-and-what-it-means-2#sthash.EGhlpCNN.dpbs
http://www.energytribune.com/20101/argentinas-re-nationalization-of-the-energy-industry-and-what-it-means-2#sthash.EGhlpCNN.dpbs
http://www.losandes.com.ar/notas/2011/6/5/argentina-consume-petroleo-producido-572307.asp
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In April 2012, the Argentine government confiscated –or “expropriated”, for legal 
analysts, or “re-nationalized”, for the Argentine government, but, in any case, in an illegal 
and in-constitutional way– a majority stake of YPF (51%) from Repsol.16 In spite of the fact 
that some analysts have considered it as a sign of “resource nationalism,” this study argues 
that such move only reflected the imperious need of revenues of the Argentine government, 
urged by rising inflation rates, the need to maintain oil controlled prices, while at the same 
time paying subsidies to the oil companies and continue the social programs that are the base 
of its electoral campaigns, and allegedly as part of its struggle to recover energy self-
sufficiency in order to stop importing oil form abroad.  

Most of the many and diverse peculiarities that can explain these dysfunctions exceed 
the purposes of this study. Nevertheless, the disregard for the law a number of 
incompatibilities between Argentine policy making and policy implementation that illustrate 
some of them are examined in the sections below.   

To illustrate the abovementioned dysfunctional nature of Argentina, it is noteworthy 
that, at the beginning of the observed period, while the PRC was entering the WTO and 
Brazil was suffering from an energy crisis, the country was suffering “the most severe 
institutional and economic crisis in the history of Argentina”17, which forced President de la 
Rúa (德拉魯阿) –who had designated 3 different Ministers of Economy that year– to had 
taken power in December 1999 to resign and step down on December 2001, leaving the 
country in such a chaotic situation that Argentina had no less than five presidents18 that “were 
sworn in and departed in the space of two weeks”19– namely, de la Rúa (December 10, 1999- 
December 21, 2001), R. Puerta (普埃爾塔, December 21-23, 2001), A. Rodríguez Saá (羅德

里格斯薩阿, December 23-30, 2001, who declared Argentina’s almost $100 billion debt 
default in 200120 – at the time, the largest sovereign debt default in history), E. Camaño (卡
馬尼奧, December 30, 2001- January 2, 2002), and E. Duhalde (杜阿爾德, January 2, 2002- 
May 25, 2003). The return of stability to Argentina was reflected by the fact that, after 
Duhalde, there were only two more presidents from 2003 to 2010 –namely, N. Kirchner (基
什內爾, May 25, 2003- December 10, 2007) and his wife and successor, C. Fernández de 
Kirchner (費爾南德斯·基什內爾, December 10, 2007–present).  

This study points out that this over-abundance of presidents sharply contrasts with the 
conspicuous lack of an Argentine NOC. As examined below, and with Argentina’s former 
NOC YPF, having been privatized under the Menem (梅內姆) administration, neither of the 
Argentine governments headed by de la Rúa nor Duhalde could count with a NOC. Indeed, 
                                                      
16 Antonio Rossi, “YPF: claves de los cambios que se vienen con la renacionalización ”, Clarín, May 4, 2012.   
http://www.clarin.com/politica/YPF-Claves-cambios-vienen-renacionalizacion_0_694130742.html  
17 Colin M. Lewis, Argentina: A Short History (Oxford, UK: Oneworld Publications, 2002), 215. 
18 President de la Rúa resigned on December 20th, 2001 –and because the natural successor Vice President C. 
Alvarez had also resigned more than a year before, leaving the post vacant– the Chairman of the Senate R. 
Puerta was left in charge of the Executive branch. On December 23rd the Argentine Congress appointed 
provincial Governor A. Rodríguez Saá as interim president. He was in office for only seven days –in which he 
announced the largest debt default in history– and resigned on December 30th. Power should have passed 
automatically to Senate Chairman R. Puerta, but he too “resigned –minutes later– on grounds of ill-health.” 
Therefore, the Chairman of the Chamber of Deputies, E. Camaño, became interim president for two days before 
former Vice President and by then-Senator E. Duhalde – was elected in a Congress’ special session, becoming 
the 5th leader Argentina had in just two weeks. 
For further details, see “Argentina toughest job” – BBC – December 31, 2001. 
http://news.bbc.co.uk/2/hi/americas/1735474.stm (accessed December 31, 2001).  
19 Lewis, Argentina: A Short History, 215. 
20 See Note 14 above.  

http://www.clarin.com/politica/YPF-Claves-cambios-vienen-renacionalizacion_0_694130742.html
http://news.bbc.co.uk/2/hi/americas/1735474.stm
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for almost half of the observed period, Argentina had no NOC. When Kirchner decided to 
found an energy SOE –ENARSA (Energía Argentina S.A., 阿根廷能源 公司)21– in 2004, 
the company proved to be conspicuously ineffective throughout the whole period, having 
been defined as the “a vacuum-cleaner of funds that produces almost no oil.”22  

As aforementioned, Argentina has remained an oil exporter throughout the observed 
period, but its oil production and exports have been steadily declining and reversing due to 
both a severe lack of investors and an even more serious lack of investments, which are 
attributed to the country’s heavily regulated energy sector, political volatility and long history 
of hostility toward foreign investors. On top of that, it is important to point out that, for the 
last few years –and, particularly, during the administrations of the Kirchners, a number of 
policies that protect consumers from rising prices have been adopted in order to protect 
consumers from rising prices, through a heavily regulated energy sector that limits the  
attraction that Argentina’s oil sector can have for private or foreign investors.  

 
Thus, this study points out that Argentina started the observed period of time with the 

country’s most severe politico-economic crisis, in 2001, and –immediately after the end of 
the period, suffered from an energy crisis in 2011, which eventually led to the re-
nationalization of YPF in 2012.    

As examined below, the economic growth that the country experienced following the 
politico-economic meltdown of 2001, combined with stagnant energy production (with 
refineries working at full capacity, since the investments needed to expand refining capacity 
were never made), and the availability of cheap, subsidized energy, resulted in a sharply 
rising demand for energy. Indeed, rising consumption has been exacerbated by Argentina’s 
rapidly growing economy, while production of both oil and gas are in decline –leading 
Argentina to “depend increasingly upon energy imports” 23  in 2012 and despite IEA’s 
observation that Argentina “remains a net exporter of oil.”24 

5.2. Brief Overview of Sino-Argentine Relations  

The governments of Argentina and the PRC normalized diplomatic relations on 
February 16, 1972, and, on February 19, announced it by issuing a “joint communiqué” 
which stated that “relations with China were part of a general policy of non-alignment and 
ideological pluralism,” 25  and that, “out of respect for the territorial integrity of states, 
Argentina was recognizing PRC sovereignty on Taiwan.”26 Years later, this would prove to 
be a critical pillar in Sino-Argentine relations, since it would provide significant common 
ground for both governments, especially following Argentina’s defeat to Britain in the 
Malvinas/Falkland islands (馬爾維納斯群島/福克蘭群島) war in the early 1980s and the 
discovery of offshore oilfields in the areas surrounding the islands in the 2000s, as explained 
in the Chronology section below.   

                                                      
21 “Ley 25943–Energía Argentina S.A.”–Legislative Information–Ministry of Economy and Public Finances 
http://www.infoleg.gov.ar/infolegInternet/verNorma.do?id=100591  
22 Diego Cabot, “Enarsa: la aspiradora de fondos que casi no produce petróleo”, La Nación, April 1, 2013.  
http://www.lanacion.com.ar/1568691-enarsa-la-aspiradora-de-fondos-que-casi-no-produce-petroleo 
23 “Countries–Analysis–Argentina” – Energy Information Administration (EIA) of the United States.  
http://www.eia.gov/countries/cab.cfm?fips=AR (accessed December 28, 2012).  
24 “Country Analysis Brief Overview–Argentina” – US Energy Information Administration (EIA).  
http://www.eia.gov/countries/country-data.cfm?fips=AR (accessed June 2, 2013). 
25 Edward S. Milenky, Argentina’s Foreign Policies (Boulder, CO: Westview Press, 1978), 160. 
26 Ibid. 

http://www.infoleg.gov.ar/infolegInternet/verNorma.do?id=100591
http://www.lanacion.com.ar/1568691-enarsa-la-aspiradora-de-fondos-que-casi-no-produce-petroleo
http://www.eia.gov/countries/cab.cfm?fips=AR
http://www.eia.gov/countries/country-data.cfm?fips=AR


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                                   Chapter 5  
                                                                                                                                  Sino-Argentine Energy Policy  

 
 

307 

In spite of the terms and the content of the communiqué, it has been pointed out said 
that “Argentina was unwilling to sever its diplomatic relations with the Republic of China”27, 
as well as that this would be the reason why “it was not until May 1972 that the two sides 
exchanged their “ambassadors”.28 What it is no matter of discussion is that, the same year, 
the Republic of China closed its embassy and replaced it with the so-called “Taiwan Trade 
Office”, which, in 1995, was to be renamed “Taipei Trade and Cultural Office in 
Argentina.”29 

Despite having had relations for over four decades, it has only been in recent years 
that they became significant. In this regard, it has been pointed out by Argentine scholar L. 
García Daris that, being traditionally oriented to the Atlantic and Europe, “Asia was not 
within the scope of our [Argentina’s] cultural interest. The little that was known had already 
been through the European filter, which meant a European viewpoint and conception.”30  As 
stated, things had changed in Argentina, and it would be worth noticing that, only a few years 
after the Open Door policy was implemented in China by Deng, “Argentina slowly began to 
open to the world in the 1980s, and Asia started to gain a small space in the academic 
environment, though restricted mostly to trade and politics.”31  

Indeed, it was in 1980 that, in terms of presidential diplomacy, Argentina who took 
the initiative, with de-facto President J.R. Videla (魏地拉) -in power since the coup d’etat of 
1976- visiting China in 1980, in what constituted the first State visit of an Argentine head of 
state to the PRC, and during it an “Agreement on Economic Cooperation”32 was signed by 
the governments of the two countries. 

In 1988, President Alfonsín (阿方辛 )–who was the first democratically-elected 
president Argentina had since the 1976 military coup d’état that had taken Videla to power –
paid the second State visit paid by an Argentine head of state to the PRC.  In 1989, President 
C. Menem (梅內姆 )’s brother, Senator E. Menem, also visited the PRC in his capacity of 
Acting Chairman of the Argentine Senate.  

In May 1990, and as aforementioned, it was President Yang (杨尚昆, or 楊尚昆) who 
paid the first ever State visit by a Chinese president to Latin America, and which included 
Argentina. In this regard, it has been pointed out that President Yang’s visit had been 
“originally arranged for 1989, but it had to be postponed by the events that took place”33, 
namely, the crackdown of June 4th in Tiananmen Square (天安門廣場).  

                                                      
27 Wang Chien-hsun. Changes in Relations between Peiping and Latin American Countries (Republic of China:  
World Anti-Communist League, China Chapter–Asian peoples’ Anti-Communist League), 30. 
28 Ibid. 
29 This denomination remains the one being currently used. See ‘Background’, Website of the Taipei Trade and 
Cultural Office in  Argentina http://www.taiwanembassy.org/AR/ct.asp?xItem=56069&ctNode=4023&mp=352  
(accessed February 5, 2008)  
30  Liliana García Daris, Korean Studies in Argentina, Korean Foundation (Internet Resources on Korean 
Studies), 1.  
http://www.kf.or.kr:8080/eng/information/information_03m.jsp (accessed August 18, 2007). 
31 Ibid., 2. 
32 ‘Main Events in the China-Argentina Relations’- Website of the People’s Republic of China Embassy in the 
Argentine Republic  
http://ar.chineseembassy.org/esp/zagx/t171826.htm (accessed June 20, 2008) 
33 “Country profile: China” – BBC  
http://news.bbc.co.uk/2/hi/asia-pacific/country_profiles/1288392.stm (accessed April 28, 2008) 

http://www.taiwanembassy.org/AR/ct.asp?xItem=56069&ctNode=4023&mp=352
http://www.kf.or.kr:8080/eng/information/information_03m.jsp
http://ar.chineseembassy.org/esp/zagx/t171826.htm
http://news.bbc.co.uk/2/hi/asia-pacific/country_profiles/1288392.stm
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The reaction of the Argentine government to the crackdown consisted on adhering to 
the “non-intervention” principle in order to avoid upsetting China, a potential market that was 
considered by Argentina as a one of the destinations for its exports, which could allow the 
country to get through the economic crisis that was undergoing that year. Indeed, 1989 was 
going to be a year to remember not only because of the Tiananmen Square crackdown that 
had taken place in the PRC, but also because in Argentina the inflation became hyperinflation 
(惡性通貨膨脹 ), reaching annual figures as high as 5,000%34, as examined in Chapter 1.  

According to Escudé, “hyperinflation –an economic phenomenon- made political 
elites and people in general even more aware of their pocketbooks than is usually –and 
universally- the case. It meant the death of the Alfonsín government, which had to resign 
months ahead of time in favor of the new president-elect. Hyperinflation brought the country 
back to its senses, both economically and with respect to foreign policy: it obsessed leaders 
and ordinary citizens alike with a desire for both monetary stability and a no-nonsense 
foreign policy that would keep the country out of trouble and it would be functional to the 
state’s economic goals.”35 

Following President Yang’s visit to Argentina, President Menem traveled to China in 
November 1990, in which –arguably- constituted the first state visit by a Western president to 
China after the Tiananmen crackdown that had taken place merely six months before. 
Menem’s visit reflected what he considered was an opportunity to gain the Chinese political 
sympathies, while it was clearly motivated by economic purposes. During his visit, the wto 
countries signed in Beijing the “Agreement between the People's Republic of China and the 
Republic of Argentine on the Establishment of Political Consultation Mechanisms.” 

As regards the economic purposes mentioned in the previous paragraphs, it is 
noteworthy that “when Menem took office in July 1989, his principal concern was economic 
policy. The country has just suffered an episode of hyperinflation and would suffer another 
six months after he took office. There was a real danger that the economy would collapse. 
The new government’s main goal was to hold the economy together and to convince the 
international community that it was serious about undertaking an economic reform or 
restructuring program consistent with the tenets of what was coming to be called the 
“Washington Consensus”36 

Therefore, the two terms in office of Menem (1989-1999) were characterized by the 
adoption and implementation of neoliberal policies, such as the currency reform (in 
Argentina, from “austral” –奧斯特拉爾 – to “peso” –新比索) through the fixing of the 
exchange rate of national currency. Menem “introduced convertibility of its peso into dollars 
at a fixed one-to-one exchange rate”37, the “crawling peg” of the peso to the US dollar, and it 
did so through Law 23,928 -called “Convertibility Law” – which “implied that for every peso 
circulating in the country, there would be a dollar in the Federal reserve as a back up for the 
former. The same as in other times gold was used to back up monetary units, U.S. dollars, 

                                                      
34 Lewis, Argentina: A Short History, 158. 
35 Escudé, Foreign Policy Theory in Menem’s Argentina, 3-4.   
36 Joseph S. Tulchin, “Continuity and Change in Argentine Foreign Policy,” in Latin American Nations in World 
Politics, ed. Muñoz, Heraldo and Tulchin, Joseph S. (Boulder, CO: Westview Press, 1996), 184.   
37 Gary Becker, “Deficit Spending Got Argentina into This Mess,” Business Week, February 11, 2002, 26.  
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safely accumulated in the reserve, were supposed to give reliability or strength to each 
circulating peso.”38 

As mentioned in Chapter 1, and more relevant for this Chapter, Menem’s neoliberal 
policies also included the privatization of state-owned enterprises such as Argentina’s oil 
flagship company, YPF (Yacimientos Petrolíferos Fiscales, or Treasury Petroleum Fields, or
阿根廷財政部油田公司) between 1992 and June 1993, and until 1999, by selling an initial 
45% share of the company to private holders, in a process that eventually privatized the 
whole company. Since then, Argentina would not have a NOC, as examined in the following 
section about Actors in the Argentine energy sector.  

Needless to say, Menem’s neoliberalism was reflected in his alignment and good 
relations with the US, North-South cooperation-oriented policies ranked high in his agenda. 
Although Menem was not particularly worried about strengthening relations with developing 
countries, it could be said that he was the one who gave more attention to Sino-Argentine 
relations, remaining –to date– the only Argentine president who has paid two State visits to 
the PRC –in 1990 and 1995, and once again (as President of the Justicialist Party) in 2000, as 
examined below.  

In October 1995, recently re-elected39 President Menem paid his second State visit to 
the PRC, in what was one of his first trips abroad during his second term in office and 
reaffirmed the increasing attention that was been paid to China by Argentina, which had 
became a member to the WTO on January 1st, 1995, a fact that must have been taking into 
special consideration. 

Indeed, it has been noted that one of the goals president Menem had in mind was 
“seeking to open the Chinese market to more Argentine exports”.40 Furthermore, and in what 
could be interpreted as a step towards the achievement of more fluency in the bilateral 
relations, the mutual establishment of general consulates was also agreed by these 
governments. Besides the Embassy in Beijing, Argentina currently has a Consulate-General 
in Shanghai and another in Hong Kong, SAR.  In spite of the fact that Argentina has been 
traditionally oriented to the Atlantic, therefore to Europe, it could be said that it is not a 
coincidence that the Argentine president visited China twice, once in each of his terms in 
office. The priority that relations with the PRC had for the Menem administration agenda was 
clearly reflected in such State visits.   

Also in 1995, the Argentine government received the visit of the “Minister in charge 
of State Commission for Restructuring the Economy”41 and State Councilor Li Tieying –who 
was to be defined as “the highest-ranking “Party prince” after Li Peng, and one of the longest 
serving Politburo members”.42 On this regard, it is particularly relevant for the purposes of 
this study to take into consideration that not only were high-ranking officials of both 
governments the ones being designated to pay the respective visits, but that the visits 

                                                      
38 Susana N. Vittadini Andrés, “Domestic Legal and Political Implications of 2001 Argentina Economic Crisis 
and its Impact on Foreign Affairs”, Tamkang Journal of International Affairs XI, no. I (July 2007): 10.  
39 Presidential re-election -limited to one consecutive term- was included in a constitutional reform made in 
1994 and proposed by President Menem, who was to be re-elected by winning a landslide election in 1995.  
40 Malena, China’s Relations with Latin America 1970-1995, 27.  
41 “Biography: Li Tieying”- People Website  
http://english.people.com.cn/data/people/litieying.shtml (accessed June 23, 2008) 
42 F.C. Teiwes, “The Politics of Succession: Previous Patterns and a New Process,” in China’s Post-Jiang 
Leadership Succession: Problems and Perspectives, ed. Wong, John and Zheng, Yongnian (Singapore: World 
Scientific, 2002), 55.  

http://english.people.com.cn/data/people/litieying.shtml
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themselves were becoming more frequent. After almost five years of visits mutually paid by 
foreign ministers, vice-premiers, State councilors and other high-ranking officials 

Menem stepped down in 1999, and his successor, de la Rúa (德拉魯阿 ) took office 
in December 1999 and visited the PRC in September 2000, the year with which the observed 
period of time begins and which is examined in detail in the Chronology section below.    

In September 2000, Argentine President Fernando De la Rúa –in office since 
December 1999– visited the PRC. The main purpose of this State visit was the signature of 
several bilateral agreements, and among those was the one by which Argentina assumed the 
compromise to support China’s entry to the WTO. The so-called ‘Bilateral Agreement on 
China's Entry into the WTO’ was signed in March 2000, a logical step to take, considering 
that, by then, bilateral trade was amounting US$ 2 billion a year43 After being received by 
President Jiang, it was announced that the “broad consensus reached between the two sides 
will forcefully push forward the bilateral relations of all-round cooperation”44 and, when the 
Argentine President met Premier Zhu Rongji, the latter “remarked that China and Argentina 
share many similarities in economic structure and the two economies are very much 
complementary”.45 

Succintly put, it can be said that, while Argentina’s largest trading partner has 
traditionally been Brazil, China has made remarkable advances and gained positions by 
displacing more traditional partners such as the US and Chile in recent years. Indeed, it was 
in 2007 that the PRC, for the first time, ranked 2nd, but it fell down to the 4th position in 2008, 
recovering the 2nd place in 2009 and 2010 (as it can be seen in Table 2.3 in Chapter 2) For a 
good number of years already, the PRC has also been Argentina’s largest and most important 
partner in Asia – with the exception of 2010, when it was replaced by India due to the 
embargo that Chinese authorities imposed on Argentine soybean oil imports.  

China’s share as destination of Argentine exports has increased from 1 percent in 
1992 to 10 percent in 201246 –i.e., in two decades, Argentine exports to China had a ten-fold 
increase. 

Unlike Venezuela, a country characterized by an absolute degree of oil dependence, 
Argentina could be said to have become too dependent on its soybean exports, particularly to 
China. There is an urgent and pressing need for further diversification of the Argentine 
economy and this task could only be accomplished by further industrialization. (such as 
adding value to its primary commodities exports: soy oil instead of soy beans, and biofuels 
instead of soy oil) 

It is imperative for the Argentine government to develop other industrial sectors 
which, although related to the agricultural sector, allow it to reduce its dependence on 
                                                      
43 “Argentina to Send Trade Mission to China”- People’s Daily - March 19, 2000 
http://english.peopledaily.com.cn/english/200005/19/eng20000519_41156.html (accessed June 16, 2008). 
44 ‘Premier Zhu Rongji meets Argentine President de la Rúa’- People’s Republic of China Ministry of Foreign 
Affairs Website-  November 15, 2000. 
http://www.fmprc.gov.cn/eng/wjb/zzjg/ldmzs/gjlb/3453/3455/t17334.htm (accessed June 18, 2008). 
45 Ibid.  
46 “Argentina y China atraviesan su mejor momento, dijo el premier asiatico” – La Nación (April 29, 2013) 
http://www.lanacion.com.ar/1577190-argentina-y-china-atraviesan-su-mejor-momento-dijo-el-premier-asiatico  
See also: “China, Argentina vow to increase cooperation” – Xinhua (April 28, 2013)  
http://english.peopledaily.com.cn/90883/8227421.html (accessed April 29, 2013). 
“万钢会见阿根廷众议院议长” – 新华社 (April 29, 2013) 
http://world.people.com.cn/n/2013/0429/c157278-21324488.html (accessed April 30, 2013). 

http://english.peopledaily.com.cn/english/200005/19/eng20000519_41156.html
http://www.fmprc.gov.cn/eng/wjb/zzjg/ldmzs/gjlb/3453/3455/t17334.htm
http://www.lanacion.com.ar/1577190-argentina-y-china-atraviesan-su-mejor-momento-dijo-el-premier-asiatico
http://english.peopledaily.com.cn/90883/8227421.html
http://world.people.com.cn/n/2013/0429/c157278-21324488.html
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primary materials. Further industrialization would create job opportunities and revenues that 
could alleviate the dependence on soybean revenue and…  

In addition to that, further reliance on biofuels would allow it to reduce its 
dependence on petroleum47 and to decrease the effects of the volatile performance at the 
international market as happened during times of international economic recession as in 
2008-2010.48  

5.3. Argentina’s Energy Sector: Actors and Policy  

Actors in the Petroleum Sector 

In terms of the governmental actors involved in the energy sector in Argentina, and 
according to the Argentine Constitution, the provinces play a central role in terms of 
resources located in the continent, since the ownership and control over the development of 
onshore hydrocarbons belongs to them.  

However, the Ministry of Federal Planning, Public Investment, and Services 
(MINPLAN, Ministerio de Planificación Federal, Inversión Pública y Servicios) and its 
Secretary of Energy (SE, Secretaría de Energía) play important roles in the energy sector. 
And, as regards offshore resources, the concessions for exploration and exploitation are 
granted by Energía Argentina SA (ENARSA), the state energy company since 2004, is 
responsible for concessions relating to new offshore resources. 

  
5.3.1 The Ministry of Federal Planning (MINPLAN) and the Secretary of Energy (SE) 

Federal regulatory oversight of the oil sector is directed by the Ministry of Federal 
Planning, Public Investment, and Services (MINPLAN, Ministerio de Planificación Federal, 
Inversión Pública y Servicios)49 –created by Decree 1.283/2003 and headed, since its creation, 
by J. de Vido, the first and only Minister of Planning Argentina has had until now– which 
covers the areas of energy, mining, public works and communications. The Secretary of 
Energy (SE, Secretaría de Energía), led by D. Cameron since May 29, 2003.50 This study 
points out that both officials, de Vido and Cameron, have been in their positions for the entire 
terms in office of Kirchner and Fernández de Kirchner –over ten years, at the time of writing.  

The Secretary of Energy is subdivided in under-secretaries and national directorates. 
For the purposes of this study, it is worth noting the Under-Secretary of Fuels (Subsecretaría 
de Combustibles) and its subunits, the National Directorates of, first, Hydrocarbons Economy 
(Dirección Nacional de Economía de los Hidrocarburos), second, of Exploration, Production 
and Transport of Hydrocarbons (Dirección Nacional de Exploración, Producción and 
Transporte de Hidrocarburos) and, lastly, that of Refining and Commercialization (Dirección 
Nacional de Refinación y Comercialización de Hidrocarburos).  

These directorates are further subdivided in Directorates: the first one includes the 
Directorate of Market and Financial Control (Dirección de Mercado y Control Financiero), 

                                                      
47 About 75% of Argentina’s diesel consumption is due to the needs of the country’s farmers. See “Biodiesel” – 
Argentour Economy – December 30, 2006.  
http://www.argentour.com/en/argentina_economy/biodiesel.php (accessed April 17, 2013). 
48 Breno Altman, “Vitória de Maduro é incontestável, mas representa novos desafios”, UOL, April 17, 2013. 
http://operamundi.uol.com.br/conteudo/opiniao/28373/vitoria+de+maduro+e+incontestavel+mas+representa+no
vos+desafios.shtml  (accessed April 17, 2013). 
49 Ministry of Federal Planning, Public Investment, and Services (MINPLAN, Ministerio de Planificación 
Federal, Inversión Pública y Servicios) 
http://www.minplan.gob.ar/  
50 “Officials CV – Secretary of Energy Daniel Cameron” –  Institutional – Secretary of Energy – Argentina. 
http://energia3.mecon.gov.ar/contenidos/verpagina.php?idpagina=843 (accessed April 17, 2013). 

http://www.argentour.com/en/argentina_economy/biodiesel.php
http://operamundi.uol.com.br/conteudo/opiniao/28373/vitoria+de+maduro+e+incontestavel+mas+representa+novos+desafios.shtml
http://operamundi.uol.com.br/conteudo/opiniao/28373/vitoria+de+maduro+e+incontestavel+mas+representa+novos+desafios.shtml
http://www.minplan.gob.ar/
http://energia3.mecon.gov.ar/contenidos/verpagina.php?idpagina=843
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the second one two directorates –namely, of Liquied Fuels and of Liquified Gas (Dirección 
de Combustibles Líquidos, Dirección de Gas Licuado) – and the third National Directorate 
includes the Directorate of Exploration and Production (Dirección de Exploración y 
Producción).  

The Ministry and the Secretary have established the fiscal terms for Argentine oil 
exploration, which include a tax on profits of 35% and a 12% royalty on the value of oil 
production, but this can vary by province according to contracts with operators.  

In order to ensure that domestic demand is met, oil is subject to export taxes and 
restrictions on export volumes, which limit the profits that companies are able to generate 
from selling Argentine production abroad. The “Petróleo Plus” program aims to entice 
exploration and production by entitling firms to sell output from new and unconventional 
fields above prevailing prices. 

Argentine fuel prices are not routinely set by the government, but some subsidies exist 
and the government occasionally intervenes to control inflation and shield consumers.   

In 2008, the Argentine Ministry of Federal Planning, Public Investment and Services 
implemented the Total Energy Program (PET) across the country, based on the framework of 
Resolution No. 121/2008. This Resolution had been supposedly promulgated in order to 
ensure the supply of energy resources whether liquid or gaseous fuel, and to supply the 
demand of both the productive sector and that of the Argentine population. The 
implementation of the program was planned to go through four plans: first, the Supply Plan 
of Gaseous Fuels; second, the Supply Plan of Liquefied Natural Gas, hereinafter "LNG" 
(gasified), third, the Plan Provision of Propane-Air (Synthetic Gas) 
and, finally, the Supply General Plan of Liquid Fuels.  

The policies adopted by both the Ministry of Planning and the Secretary of Energy 
have been severely criticized by the so-called “Group of Former Energy Secretaries”51 –with 
one of its members, former Secretary J. Lapeña (President of the Argentine Institute of 
Energy –IAE)  having being interviewed in Buenos Aires in June 2013–52, which issued a 
recent Report –eloquently entitled “2003-2013: The Lost Decade”– highly critical of the 
“strategic mistake of the total sale of YPF to foreign companies in the 1990s” and, especially, 
of the short-sighted, inadequate energy policy that the Kirchners administrations had been 
implementing since 2003, it is only fair to point out that they note that the country has lost 
“the strategic and geopolitical advantage of being oil self-sufficient” and became a net 
importer of hydrocarbons since 2011. They note that Argentina lacks a long-term strategic 
plan and that, as a result, oil production has been steadily declining “every month of every 
year since 2003” –i.e., had suffered a continued, 120-month long decline53 – highlighting that, 
in 2002, Argentina produced 50% of the oil produced in Brazil, while in 2012 that percentage 
had decreased to 25% of the petroleum produced by Brazil. The scenario for gas is, 
unfortunately, similar. The Secretaries also note that the “frozen tariffs” led to the stagnation 
and decrease of private investment and of state companies, leaving the country’s energy 
system with no access to financing.  

                                                      
51 Grupo de Ex-Secretarios de Energía (Group of Former Energy Secretaries)  
http://www.exsecretarios.com.ar/ (accessed April 17, 2013). 
52 Interview with Argentina’s former Secretary of Energy Jorge Lapeña –President of the Argentine Institute of 
Energy (IAE),  Buenos Aires, June 10, 2013.  
http://web.iae.org.ar/institucional/comision-directiva/ (accessed April 10, 2013). 
53 “La Energía en el Período 2003-2013: Diez Años Perdidos” – Documento de los Ex Secretarios de Energía – 
May 23, 2013, 3-4.  
http://iae.org.ar/exsecs/Ex_Secretarios_10perdidos_22_05_2013.pdf (accessed May 24, 2013). 

http://www.exsecretarios.com.ar/
http://web.iae.org.ar/institucional/comision-directiva/
http://iae.org.ar/exsecs/Ex_Secretarios_10perdidos_22_05_2013.pdf
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In the interview with former Secretary Lapeña 54, he pointed out that the energy 
situation of Argentina is “unstable and paradoxical”: even though prices are rising, 
production is falling, a phenomenon that he attibutes to the government’s “lack of a strategic 
plan, which tries to replace with policies that are populist and demagogic, but with very little 
technical support. This, in turn, renders them ineffective.” Along these lines, Lapeña defined 
the attitude of the Fernández de Kirchner administration as being “heterodox, very passive 
and unclear, not very open to dialogue nor consensus.” In his opinion, foreign investment has 
not arrived to Argentina due to the fact that “there are no predictable rules… the government 
has rules that are quite unclear and discretionally applied.”  

Furthermore, and with regard to the argument put forward by this study that –had 
YPF been in the hands of a Chinese NOC instead of Spain’s Repsol, the Fernández de 
Kirchner administration would not have dared to proceed with the expropiation of the 
company. Lapeña agreed, emphasizing that “China has an advantage, its relatiatory capacity, 
which can deter this kind of measures.”55 As regards the possibility of exporting soybean-
based biodiesel to China, he said that “it is an idea that can be further developed”, given the 
simple reaction –a mere “depuration”– needed to turn soybean oil into biodiesel and 
highlighting the obvious advantage of adding as much value as possible to the Argentine 
exports.  

Another former Secretary of Energy, A. Guadagni, has referred to the Kirchners’ 
period as characterized by “a policy unable to revert ten years of retrogression”, critically 
noting that, according to statistics released by the nation’s Secretary of Energy in May 2013, 
“Argentina’s hydrocarbon production has, once again, diminished when compared with the 
same period of the previous year. When analyzing the detailed figures, it turns out that 
production of oil has lowered by 2,9% relative to May 2012 –with natural gas production 
experiencing an even more severe fall of 6,6 %.” 56  

Former Secretary Guadagni correctly points out that the bad news that the above 
figures represent become even worse when analyzed in historical perspective: such figures 
represent nothing less than the concluding stages of a 10-year cycle, 120 months that 
represent a “lost-decade” featured by “the worst indicators in Argentina’s history of oil and 
gas production.” Following this line of analysis, the former Secretary notes that never before 
the country had such a “prolonged fall” in hydrocarbon production ever since Argentina’s oil 
started to be exploited back in 1907.  

As he astutely observes, Argentina could not achieve oil self-sufficiency for many 
years throughout the 20th century, due to the fact that production could not grow at the same 
speed as consumption did. As Guadagni notes, at present oil consumption is rising –a good 
indicator of economic activity– but such increase is happening at a time when oil and gas 
production are decreasing.  

Guadagni argues that the lower production of gas is particularly worrying, since for 
every cubic meter not produced in Argentina needs to be replaced with imports mainly from 
Bolivia, ships with gas, more gasoil and more fuel-oil for its power plants. These imports 
mean not only significant losses of foreign exchange reserves to the Central Bank, but also 
                                                      
54 Interview with former Secretary of Energy J. Lapeña –President of the Argentine Institute of Energy (IAE),  
Buenos Aires, June 10, 2013.  
http://web.iae.org.ar/institucional/comision-directiva/  
55 Ibid.   
56 Alieto Guadagni, “Una política que no pone freno a diez años de retroceso,” Clarín – July 16, 2013  
http://www.ieco.clarin.com/empresas/politica-pone-freno-anos-retroceso_0_956904430.html  

http://web.iae.org.ar/institucional/comision-directiva/
http://www.ieco.clarin.com/empresas/politica-pone-freno-anos-retroceso_0_956904430.html
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that it is the Argentine Treasury the one that has eventually to cover the costs of fuel 
importation, which are considerable. According to Guadagni, the price system that has been 
in place in Argentina for the last decade is “so irrational” that the country needs to pay four 
times more for imports of Bolivian gas than for its own gas, produced in the Argentine 
Southern provinces of Neuquén or Tierra del Fuego (火地島省). Such a system also implies 
that gas imported by ship is seven times more expensive than locally produced gas, and that 
the liquid fuels with which gas is replaced are eight times more costly. The so-called ‘lost 
decade” has witnessed the establishment of a system so remarkably inefficient that the same 
system stimulates decreases in production, increases in imports, losses of foreign reserves and 
a complex system of subsidies that are to be covered with public money. Ten years, or 120 
months, have passed between May 2003 and May 2013. In 2003, Argentina’s oil production 
was about 40% higher than at present, and the country was producing 27% more gas than it 
currently does, and for these reasons Guadagni concludes that “it is about time to change.”57  

5.3.2. YPF: from NOC to Privatization and then to “Re-Nationalization” 

This study highlights the complexities in defining the case of YPF (Yacimientos 
Petrolíferos Fiscales, or Treasury Petroleum Fields, or 阿根廷 財政部 油田公司) since, 
having been Argentina’s NOC since its creation in 1922, it was privatized in the 1990s, 
remaining a private oil company throughout the whole observed period (2000-2010) and, in 
2012, it was “expropriated/ confiscated” –according to Repsol (the Spanish company that had 
purchased it), analysts and independent media– or “re-nationalized” –according to the 
Argentine government.  

YPF is the largest oil producer in Argentina, and prior to the license cancellations, it 
accounted for 1/3 of Argentina’s total output. YPF has significant shares in four refineries, 
and produces over 20% of the country’s total natural gas output, making it the second largest 
natural gas producer.  

YPF had faced numerous problems throughout the late 1970s –particularly, since 
1976– and the 1980s, which led the neoliberal, Washington Consensus-oriented government 
of Menem to deregulate the energy sector under Argentina’s Hydrocarbons Law (Law 
17.319/1967) upon taking office in 1989 and privatize YPF, due to its “inefficient” 
performance and “irrational” structure and decision-making process.  

The privatization process was done in different stages, through a series of decrees 
(Decree 1.055/1989, Decree 1.212/1989 and Decree 1.589/1989), which not only de-regulate 
the energy market and allowed the “fragmentation” of YPF, but also ensured the availability 
of crude free for new dealers (who would have a “concession” of  the areas of operation for 
25 years –with the possibility of extending their rights for another 10 years). The concessions 
included both peripheral and central areas (in partnership with YPF), and the renegotiation of 
service contracts .The aforementioned decrees were hierarchically under the “Law of State 
Reform” (Law 23.696) and the “Law of Economic Emergency” (Law 23.697), which goal 
was to deregulate the Argentine economy and privatize state assets –although initially YPF 
was not on the list. In addition to the privatization of the former NOC, these laws also made 
hydrocarbon resources federal upon the expiration of the concession rights. All these 
measures were later reflected in the new Article 124 endorsed by the Constitutional Reform 
of 1994 (which main objective was to allow Menem to run for re-election).  

                                                      
57 Alieto Guadagni, “Una política que no pone freno a diez años de retroceso,” Clarín – July 16, 2013  
http://www.ieco.clarin.com/empresas/politica-pone-freno-anos-retroceso_0_956904430.html 

http://www.ieco.clarin.com/empresas/politica-pone-freno-anos-retroceso_0_956904430.html
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Indeed, between 1989 and 1992, major reforms were carried out: the first step of the 
privatization process was the change in corporate structure of YPF (which was a “society of 
the Argentine state”, YPF SE) into a “corporation or limited responsibility” (YPF SA).  

In 1991, when Presidential Decree 2.178/91 (also known as “Plan Argentina”)58 was 
issued, concessions were granted for over one hundred areas to be explored (and eventually 
exploited). The Menem administration moved forward with its privatization plans, 
subsequently issuing other norms that gradually transformed YPF from a NOC into a private 
company until it was fully privatized in September 1992, through Law 24.145. In 1993, the 
shares of the privatized YPF started being traded in international markets. 

By 1993, the Argentine federal state held 20% of YPF shares, including the so-called 
“golden share”, with 12% shares in the hands of the provinces. The private sector –mainly 
banks and investment funds of various countries– owned a 46 % stake of the company.  

In 1998, the private sector already owned nearly 75 % of the shares, while the state 
kept the “golden share.” 

The privatization process culminated in 1999, when the Menem administration sold 
the remaining 14.99% of YPF shares to Repsol, which then obtained the majority ownership 
of the company by taking advantage of the fact that Menem was facing a new fiscal crisis. 
The revenue perceived by the Argentine government from the privatization of YPF from 
1992 to 1999 reached about US$ 20 billion, of which US$ 15 billion were originated in the 
acquisition by Repsol in 1999. A few months later, and according to the company’s Statute 
(according to which the buyer of the 15% stake had to make an offer for the totality –i.e., 
100%– of the company’s shares), Repsol could conduct a hostile takeover. This last 
transaction allowed Repsol to become the 8th largest producer of oil and the 15th energy 
company worldwide. 

It has been said that privatization, allowed YPF to recover its strategic planning, 
achieve technological and managerial upgrading, with the new management belonging to the 
private sector (although there were representatives / delegates from the government in the 
directive board).59   

The same year, in 1999, Chevron followed the steps of Repsol and also acquired an 
Argentine oil company –Petrolera San Jorge, the second-largest private oil producer (13%) 
according to some sources60 or the third-largest producer (8%) and also the second-largest oil 
exporter, according to others,61 in the country–which controlled of the Argentine oil sector 
and belonged to Bolland (an oil sector service company) – for US$ 1 billion. The company 
was and it also had oil exploration activities in Ecuador, Colombia, Peru, Bolivia and Chile  

Thus, and as examined below, when President de la Rúa (德拉魯阿) took power 
on December 10, 1999, Argentina did not have a NOC. Unlike the cases of the other 

                                                      
58 See Carlos S. Menem, “El ‘Plan Argentina’ en Houston”, in Gabinete Paralelo,  no. 2 (1992): 145-148.  
59 Aldo M. Abram and Sebastián Scheimberg, Petróleo y gas: 100 años de valiosos aportes a la economía 
argentina (Buenos Aires: ESEADE and Instituto Tecnológico de Buenos Aires, 2008): 6-10.  
http://www.eseade.edu.ar/investigaciones/petroleoygas.pdf 
60 Ana Al, “Chevron, de EEUU, se quedó con la Petrolera San Jorge”, Clarín, September 28, 1999.  
http://edant.clarin.com/diario/1999/09/28/o-01001d.htm    
61 “Petrolera San Jorge pasó a manos de la empresa Chevron”, La Nación, September 28, 1999.  
http://www.lanacion.com.ar/155146-petrolera-san-jorge-paso-a-manos-de-la-empresa-chevron 

http://www.eseade.edu.ar/investigaciones/petroleoygas.pdf
http://edant.clarin.com/diario/1999/09/28/o-01001d.htm
http://www.lanacion.com.ar/155146-petrolera-san-jorge-paso-a-manos-de-la-empresa-chevron
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countries examined in this study, for most of the observed period, the Argentine government 
lacked a national oil company. 

In July 2002, under the Duhalde ((杜阿爾德 ) administration, Brazil’s Petrobras got a 
deal for the controlling stake (58.6% of the shares) of a third Argentine company, Perez 
Companc Group – “the second-largest oil company in Argentina” 62  and “the largest 
independent private energy consortium in Latin America” 63, with interests in hydrocarbons 
exploration, production, refining and transportation, and refineries in Brazil, Venezuela, 
Bolivia, Ecuador and Peru– in a deal that accounted for US$ 1.1 billion. Petrobras took 
advantage of the recession that was still affecting the Argentine economy (which had had a 
major currency devaluation in January that year) to purchase the company as part of its 
international expansion strategy to compete with Venezuela’s PdVSA, with the ultimate goal 
of becoming the energy leader in South America.64  

Therefore, by the end of 2002, the Argentine oil sector was almost totally controlled 
by foreign companies, 65 with only one out of the ten largest oil companies belonging to 
Argentine owners (with Repsol owing YPF and Astra, and Bridas belonging Pan American 
Energy).66    

 This was one of the reaons why, in November 2004, the Kirchner administration 
decided to create an energy SOE, Enarsa (Energía Argentina, S.A., 阿根廷能源 公司) 67, 
which is examined below. This was one of the measures through which Kirchner started 
intervening in the energy sector. The other measure was to force Repsol to have an Argentine 
partner.  Thus, it was in December 2007  that the Petersen Group, an Argentine conglomerate 
commanded by Enrique Eskenazi, a banker with a very close relation with Kirchner,68 bought 
14.9% of YPF SA , increasing its share to 15.46% / the following year.  

Furthermore, on May 4, 2011, the Group increased its shareholding in the company 
by 10 %. In November of that year, Repsol announced the discovery of the Vaca Muerta 
unconventional oilfield, the company’s “largest ever oil find”. The discovery would, 
eventually, provoke the confiscation and re-nationalization of YPF by the Fernández de 
Kirchner administration in 2012. 

Indeed, the November 7, 2011 press release of Repsol-YPF stated that the company 
had confirmed the existence of significant volumes of non-conventional hydrocarbons in the 
                                                      
62 “Petrobras Paying US$ 1.1 Billion for Argentine Oil Company” – The New York Times – July 23, 2002.  
http://www.nytimes.com/2002/07/23/business/petrobras-paying-1.1-billion-for-argentine-oil-company.html  
63 “Petrobras takes over Perez Companc” – MercoPress – July 23, 2002.  
http://en.mercopress.com/2002/07/23/petrobras-takes-over-perez-companc  
64 Ibid.  
See also Francisco Olivera, “Perez Companc se vendió en US$ 1182 millones a Petrobras”, La Nación, July 23, 
2002.  
 http://www.lanacion.com.ar/415992-perez-companc-se-vendio-en-us-1182-millones-a-petrobras  
65 Abram and Scheimberg, Petróleo y gas: 100 años de valiosos aportes a la economía argentina, 6-10.  
66 See Note 61 above. 
67 Energía Argentina, S.A. (ENARSA) 
http://www.enarsa.com.ar/index.php/en/areas-de-negocios/89-energiaelectrica/122-programa-de-energia-total 
68 In this regard, it has been noted that the Kirchners (2003-2013) have favoured privatization of the most 
interesting companies by his friends: Eskenazi in YPF, while others have got Telecom, Transener and Edenor, 
and opted for the nationalization of the less attractive companies –such as Correo Argentino (the national postal 
service), Aguas Argentinas (the largest water utility), Aerolíneas (Spain’s Grupo Marsans left after Congress in 
December 2008 approved her plans to take over the country’s biggest airline), Esso, Edesur and Telefónica.    
See Lucio di Matteo, Gracias, Néstor – La Política de los Negocios: Los Socios del Holding Kirchner: Rudy 
Ulloa, Lázaro Báez, Cristóbal López, Enrique Eskenazi (Buenos Aires: Sudamericana, 2012) 

http://www.nytimes.com/2002/07/23/business/petrobras-paying-1.1-billion-for-argentine-oil-company.html
http://en.mercopress.com/2002/07/23/petrobras-takes-over-perez-companc
http://www.lanacion.com.ar/415992-perez-companc-se-vendio-en-us-1182-millones-a-petrobras
http://www.enarsa.com.ar/index.php/en/areas-de-negocios/89-energiaelectrica/122-programa-de-energia-total
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Loma La Lata area in Neuquén province, “its biggest ever oil discovery following the first 
exploratory efforts in the Vaca Muerta formation, one of the world’s largest non-conventional 
reservoirs.” It also confirmed the existence of “recoverable resources of 927 million barrels 
of oil equivalent of non-conventional hydrocarbons, of which 741 million are high quality 
oil,”69 a volume that was similar to the existing reserves of YPF. 

According to Wood Mackenzie: Vaca Muerta is “excellent”, “one of the world’s best 
shale” formations, and “these resources will transform the energy potential of Argentina and 
South America, boasting one of the world’s most significant accumulations of non-
conventional resources. According to Repsol, the investment needed to develop Vaca Muerta 
was an estimated $25 billion/year70, which could double oil and gas production in Argentina 
in 10 years.  

In this regard, the interest of Chinese NOCs in the Argentine Vaca Muerta formation 
has been pointed out by Economides, who has noted that “Vaca Muerta and the promise of 
exports is indeed a big prize and could be enough to attract investment, namely from China. 
Sinopec is already Argentina’s third largest oil producer, trailing BP in second and of course 
YPF.”71 

By December 31, 2011, the Petersen Group owned 25.46% of YPF, Repsol had 
57.43% and the remaining 17.09% was either held by private investors, being traded on the 
stock exchange market and a symbolic 0.02% held by the Argentine government, which kept 
the “golden share.” According to official data, in 2012, YPF controlled 32% of oil production 
and 23% of gas in Argentina.  

In April 2012, the relationship between YPF and the Argentine government became 
strained. The government headed by Cristina Fernandez de Kirchner blamed YPF for a lack 
of investment in the sector, leading to shortages of refined oil and six Argentine provinces 
withdrew exploration licenses –involving ten areas– from YPF. 

Fernández de Kirchner ordered the expropriation of YPF and, in early May 2012, the 
Argentine government passed legislation confirming the expropriation of YPF, affecting 
Repsol’s 51% share of the company. The Fernández de Kirchner administration alleged that 
Repsol was under investing in the country’s hydrocarbon sector, and believed that this had 
contributed to the decline in Argentina’s total oil production. Prior to the expropriation, some 
provinces had also rescinded exploration and production licenses from YPF claiming under-
investment. Many provinces, through the organization OFEPHI (Organización Federal de 
Estados Productores de Hidrocarburos, or the federal organization of hydrocarbon-
producing provinces), have increased pressure on oil companies this year to increase output 
volumes. 

                                                      
69 “Repsol makes its largest ever oil find” – Press Release – Repsol – November 7, 2011.  
http://www.repsol.com/es_en/corporacion/prensa/notas-de-prensa/ultimas-notas/07112011-mayor-
descubrimiento-argentina.aspx  
70 Alan Petzet, “World Class play seen in Argentina’s Vaca Muerta shale”, Oil & Gas Journal, March 27, 2012.  
http://www.ogj.com/articles/2012/03/world-class-play-seen-in-argentinas-vaca-muerta-shale.html 
71 Michael J. Economides, “Argentina’s Re-Nationalization of the Energy Industry and What it means”, in 
Energy Tribune, September 18, 2012.  
http://www.energytribune.com/20101/argentinas-re-nationalization-of-the-energy-industry-and-what-it-means-
2#sthash.EGhlpCNN.dpbs 

http://www.repsol.com/es_en/corporacion/prensa/notas-de-prensa/ultimas-notas/07112011-mayor-descubrimiento-argentina.aspx
http://www.repsol.com/es_en/corporacion/prensa/notas-de-prensa/ultimas-notas/07112011-mayor-descubrimiento-argentina.aspx
http://www.ogj.com/articles/2012/03/world-class-play-seen-in-argentinas-vaca-muerta-shale.html
http://www.energytribune.com/20101/argentinas-re-nationalization-of-the-energy-industry-and-what-it-means-2#sthash.EGhlpCNN.dpbs
http://www.energytribune.com/20101/argentinas-re-nationalization-of-the-energy-industry-and-what-it-means-2#sthash.EGhlpCNN.dpbs
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In Chapter 4 it has been mentioned that Brazilian scholar L. Sola, while commenting 
on Lula’s proposal to create “Petrosal”, had warned against the dangers of “a dramatic 
change of rules, in the middle of the game, could mean the return to a statist model” ”72 
which would make incentives for investors vanish and bring along the marginalization of 
Petrobras. In this regard, it had been pointed out that the expropriation of the majority stake 
of YPF from Repsol, the Fernández de Kirchner administration was allowing “greater state 
intervention” in the Argentine oil sector. 

Indeed, the law (Law 26.741/2012)73 determined the expropriation of a majority stake 
of 51% of YPF from Repsol –which still maintains a 12% stake in YPF and has sought 
compensation for the stake seizure, claiming US$ 10.5 billion– with a percentage of 51% of 
the expropriated shares belonging to the federal government and the remaining 49% to the oil 
producing provinces. The company would be placed under the control of the national 
government until the shares were transferred and paid to the provinces, with the 
company considered as “intervened” by the Argentine federal government, through the 
Minister of Planning J, de Vido and Vice Minister of Economy A. Kicillof, who would be 
joined by a number of ENARSA officials.  The law also established that the 
“nationalization” was justified on Argentina’s “national public interest and priorities” 
regarding not only on energy (petroleum) “self-sufficiency" but also every activity associated 
with both upstream (i.e., “the exploitation”) and downstream (i.e., the refining, processing, 
transportation and commercialization) of hydrocarbons.  

Along these lines, the law established that the country’s “new hydrocarbon policy” 
would be determined by the Argentine president –either by decree or by resolution– and 
would be based on a number of eight basic guidelines (Article 3), such as, first, the 
“promotion of the use of oil and its derivatives as a development tool and of competitiveness 
of the various economic sectors and provinces and regions”; second, the “conversion of 
hydrocarbon resources in proved reserves” for their exploitation and replacement of reserves; 
third, –and relevant because it would open a window of opportunity for the involvement of 
Chinese NOCs– the “integration of public and private , national and international capital, 
in strategic alliances with the objective of exploring and exploiting conventional and non-
conventional hydrocarbons”; fourth, the “maximization of investments and the resources used 
in order to achieve self-sufficiency in hydrocarbons in the short, medium and long term”; 
fifth, the “introduction of new technologies and management strategies that contribute to the 
improvement of the exploration and exploitation of hydrocarbons and promoting Argentina’s 
technological development” ; sixth,  the “promotion of industrialization and marketing of 
hydrocarbons with high added-value” ; seventh, the “protection of the interests of consumers 
with regard to price, quality and availability of hydrocarbon derivatives”; and, eight, the 
“production of exportable oil balances to improve the balance of payments, ensuring the 
rational use of resources and the sustainability of their exploitation for the use of future 
generations.” 74 

                                                      
72 Lourdes Sola, remarks made while sharing her opinion with the author, on occasion of attending the XXI 
World Congress of Political Science held in Santiago, Chile, July 12-16, 2009. 
See also L. Sola, “¿Nacionalismo energético en Brasil? ¿Petrobrás o PetroSal?” InfoLatAm, August 31, 2008. 
http://www.infolatam.com/2008/09/01/nacionalismo-energetico-en-brasil-petrobras-o-petrosal/  
73 “Ley 26.741/2012” –Legislative Information–Ministry of Economy and Public Finances- May 7, 2012.  
http://www.infoleg.gob.ar/infolegInternet/anexos/195000-199999/196894/norma.htm  
“El Ejecutivo oficializó la ley de nacionalización de YPF” – YPF – May 4, 2012. 
http://www.ypf.argentina.ar/dia-por-dia/C69-el-ejecutivo-oficializo-la-ley-de-nacionalizacion-de-ypf.php  
74 “Ley 26.741/2012” –Legislative Information–Ministry of Economy and Public Finances- May 7, 2012.  

http://www.infolatam.com/2008/09/01/nacionalismo-energetico-en-brasil-petrobras-o-petrosal/
http://www.infoleg.gob.ar/infolegInternet/anexos/195000-199999/196894/norma.htm
http://www.ypf.argentina.ar/dia-por-dia/C69-el-ejecutivo-oficializo-la-ley-de-nacionalizacion-de-ypf.php
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5.3.3. ENARSA 

ENARSA (Energía Argentina, S.A., 阿根廷能源公司)– 75  was created on November 
29, 2004, by Law 25.943, promulgated by Decree 1529/2004. 76  The main goal of the 
company was to be Argentina’s energy SOE and allow the federal government to play a role 
in the energy sector, from which it had been excluded following the privatizations conducted 
by Menem in the 1990s.  

ENARSA’s focus was on the “exploration and production of hydrocarbon solids, 
liquids and gases, transport, storage, distribution, marketing and industrialization of these 
products and their derivatives, as well as the provision of public transportation and 
distribution of natural gas.”77 It is organized into four business segments: electric power, 
natural gas, oil, and renewables. ENARSA seeks to promote local development and to ensure 
the constant and steady power supply in the country.78  

Most importantly, ENARSA is responsible for concessions relating to new offshore 
resources and aims to develop energy resources, process, refine and commercialize them. 
According to its goals, the company may also be involved in the production, transportation, 
distribution and sale of electricity and trading activities related to energy goods. Enarsa may 
carry out these activities either by itself or associated with third parties, which might be local 
or foreign companies.  

Among its main purposes, ENARSA aims at contributing to the supply of energy to 
meet Argentina’s growing needs, “for the welfare of all citizens”, while promoting the 
development of the national energy industry and, finally, creating value for its shareholders.79 

with the aim of being a national oil company (“compañía pública testigo del mercado 
petrolero”) but which became the visible face of the government’s failed energy policy in the 
energy crisis  (brazo ejecutor del Gobierno en la crisis energética) 

According to C. Pagni, when Enarsa was founded, a set of preferences were 
established for those who would become associated with the company. These preferences 
were even regulated by Law 26.154, but they did not attract any investors and the law was 
even left unregulated. 

Pagni notes that, the energy policy of the Fernández de Kirchner administration can 
be defined as being “a tailess kite” (barrilete sin cola), since it does “not provide any 
certainties to the investors that now, on the threshold of failure, aims to attract.”80  

                                                                                                                                                                     
http://www.infoleg.gob.ar/infolegInternet/anexos/195000-199999/196894/norma.htm   
75 Energía Argentina, S.A. (ENARSA) 
http://www.enarsa.com.ar/index.php/en/areas-de-negocios/89-energiaelectrica/122-programa-de-energia-total 
76 “Ley 25.943–Energía Argentina S.A.”–Legislative Information–Ministry of Economy and Public Finance 
http://www.infoleg.gov.ar/infolegInternet/verNorma.do?id=100591 (accessed June 1, 2013). 
77 Ibid.  
78 “Profile: ENARSA” – BNAmericas 
http://www.bnamericas.com/company-profile/en/Energia_Argentina_S,A,-Enarsa (accessed June 8, 2013). 
79 “La compañía” – Enarsa  
http://www.enarsa.com.ar/index.php/en/company (accessed June 1, 2013). 
80 Carlos Pagni, “Oscuro, polémico, frágil”, La Nación , July 17, 2013.   
http://www.lanacion.com.ar/1601749-oscuro-polemico-fragil  (accessed July 18, 2013). 

http://www.infoleg.gob.ar/infolegInternet/anexos/195000-199999/196894/norma.htm
http://www.enarsa.com.ar/index.php/en/areas-de-negocios/89-energiaelectrica/122-programa-de-energia-total
http://www.infoleg.gov.ar/infolegInternet/verNorma.do?id=100591
http://www.bnamericas.com/company-profile/en/Energia_Argentina_S,A,-Enarsa
http://www.enarsa.com.ar/index.php/en/company
http://www.lanacion.com.ar/1601749-oscuro-polemico-fragil
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Moreover, the benefits now offered by the government to oil are a shadow of what, at 
the beginning of this interventionist cycle were snatched. The previous oil system provided 
free availability of 70% of the obtained revenues, without establishing any export taxes. As of 
2013, the government now promises a bit more flexible access to the dollar and moderate 
retention for five years. And it does so through officials such as Vice Minister of Economy A. 
Kicillof, Secretary of Interior Trade R. Moreno, and Secretary of Energy Cameron, whose 
facility to change their minds is famous. Indeed, the Kirchner and the Fernández de Kirchner 
administrations have been characterized as being “absent from energy planning”, with an 
“ideological” view predominating over pragmatic needs, with subsidies and frozen energy 
prices preventing investment and, consequently, falling production of hydrocarbons  

5.3.4. Private Oil Companies 

Following the privatization of YPF, almost a dozen private oil companies entered the 
Argentine energy sector. The most importat among them throughout the observed period 
were, of course, Repsol/YPF (before re-nationalization, with C. Alfonsi, director ejecutivo de 
Downstream which runs the YPF La Plata refinery, Argentina’s largest industrial complex), 
Pan American Energy (PAE), Shell Argentina (which had arrived to Argentina in 1914 under 
the name “Anglo Mexican Petroleum Products Co.”, runs the Dock Sud refinery and is  
headed by J.J. Aranguren, who suffered the 2005 boytcott promoted by Kirchner, as 
described below)81, Axion Energy (which belongs to the CNOOC-Bridas Joint Venture and 
runs Esso – headed by VP P. Chababo – and with activities in the Americas, Europe and 
Africa)82, Refinor (which owns Campo Durán, the only refinery in Northern Argentina, in 
Salta province [薩爾塔] and is headed by D. Barbería)83, Petrobras Argentina (a subsidiary of 
the Brazilian NOC, which has a 67% stake on it –with the Argentine unite being headed by D. 
Saralegui and owning electric utility, a refining business and oil and gas fields in five 
provinces, including the shale-rich Neuquén)84, Oil Combustibles (owned by C. López, one 
of the businessmen with an extremely close relation with the Kirchners, and managed by R. 
Turienzo), as well as PdVSA Argentina (in rigor, Interven Venezuela SA, which operates in 
Argentina within the Framework of PETROSUR, the regional energy iniciative of Chávez 
described in Chapter 3 and 4, and which had a Joint-venture with ENARSA since 2005)85 and 
DAPSA (a joint venture focused on downstream and established in 1973 between Cóndor 
SAPA –established in Argentina in 1917– and  Lottero Papini SA –established in 1930).86  

According to a 2009 “Report on Argentina’s Oil and Gas Sector”87 from the Ministry 
of Economy, only a few companies concentrate oil production and refining: on the one hand, 
                                                      
81 Shell Argentina 
http://www.shell.com.ar/aboutshell/who-we-are-tpkg.html (accessed January 6, 2011). 
82 Axion Energy 
http://www.axionenergy.com/empresa/quienes-somos.php  (accessed May 5, 2012). 
83 Refinor 
http://www.refinor.com/empresa.asp?nivel1=7 (accessed March 4, 2012). 
84 “Argentine firm buys 51% of Petrobras Argentina” – The Wall Street Journal – May 14, 2013.  
http://online.wsj.com/article/BT-CO-20130514-710844.html (accessed May 15, 2013). 
Hugo Alconada Mon, “Cristóbal López financió su compra de Petrobras con impuestos impagos”, La Nación, 
Septiembre 9, 2013.      
http://www.lanacion.com.ar/1618128-cristobal-lopez-financio-su-compra-de-petrobras-con-impuestos-impagos  
85 PdVSA Argentina 
http://www.pdvsa.com/index.php?tpl=interface.sp/design/readmenu.tpl.html&newsid_obj_id=108&newsid_tem
as=29  
86 Dapsa Argentina 
http://www.dapsa.com/pages.php?id=2  (accessed April 3, 2013). 
87 “Report on Argentina’s Oil and Gas Sector” – Ministry of Economy – 2009 

http://www.shell.com.ar/aboutshell/who-we-are-tpkg.html
http://www.axionenergy.com/empresa/quienes-somos.php
http://www.refinor.com/empresa.asp?nivel1=7
http://online.wsj.com/article/BT-CO-20130514-710844.html
http://www.lanacion.com.ar/1618128-cristobal-lopez-financio-su-compra-de-petrobras-con-impuestos-impagos
http://www.pdvsa.com/index.php?tpl=interface.sp/design/readmenu.tpl.html&newsid_obj_id=108&newsid_temas=29
http://www.pdvsa.com/index.php?tpl=interface.sp/design/readmenu.tpl.html&newsid_obj_id=108&newsid_temas=29
http://www.dapsa.com/pages.php?id=2
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and as regards production, YPF is the largest producer, accounting for 34% of total prodution 
in Argentina. It is followed by PAE, with 17%. Chevron ranks 3rd, with 8%, the 4th place 
belongs to Petrobras 7% (from its oilfields in Neuquén, Santa Cruz, and other provinces, 
including Salta), the 5th to OXY (6%), the 7th to Tecpetrol (5%), the 8th is shared by 
PetroAndina and Total Austral (with 4% each) and others account for 13%.  

In terms of refining, YPF leads with 54%, followed by Shell (19%), OIL M&S (9%), 
Petrobras (5%), Esso and Refinor (with 4% each) and others (5%).  

5.3.5. Joint Ventures with Chinese NOCs: CNOOC-PAE, CNOOC-Bridas , Sinopec-OXY 

As examined in further detail in the Chronology section, Chinese NOCs have entered 
the Argentine oil sector by establishing joint ventures with local partners, such as the Pan 
American Energy LLC [PAE, 泛美 能源, a British-Argentine joint-venture), which is owned 
by BP (BP, 英國石油 ) and, since 2010, the Bridas Corporation (BEH, 布里达斯公司), 
which is itself a 50-50 joint venture between the China National Offshore Oil Corporation 
(CNOOC) and Argentina’s Bridas Energy Holdings ((中國海洋石油-布里達斯公司).  

PAE currently operates one of Argentina's largest oil fields, the Cerro Dragón field 
(龍山油田) which contains almost 30% of Argetnine oil reserves. In 2011, PAE produced 
20% percent of the country’s daily oil output  
 

Aside from YPF and CNOOC, international oil companies that have had a significant 
presence in Argentina include the American Chevron, the Brazilian Petrobras, and the 
Chinese NOC Sinopec. Indeed, and as examined below, in December 2010, Sinopec 
purchased the Argentine assets of Occidental Petroleum Corp. (OXY, 西方石油公司 ) 
Argentine assets. OXY was among Argentina’s five largest oil producers.  

Though the move marked Sinopec’s first exposure to the country, it is consistent with 
a broader trend of increased Chinese involvement in South American energy interests.  

 
Though most of the recent enthusiasm in Argentina regarding unconventional fossil 

fuel resources has centered on natural gas, last year YPF announced a large discovery of 
shale oil in the Loma La Lata field in the Neuquén province in the Vaca Muerta shale 
formation, the estimated size of which has increased to 741 million barrels of recoverable 
shale oil.88  In a recent article, the New York Times has defined the Vaca Muerta field as “a 
vast shale oil reservoir that might be the world’s next great oil field.”89 

                                                                                                                                                                     
http://www.mecon.gov.ar/peconomica/docs/Complejo_Petroleo_y_Gas.pdf 
88 A slight terminological clarification is needed with regard to the concept of “shale oil” and its translation to 
the languages of the different sources used in this study (namely, Mandarin Chinese, English, Portuguese and 
Spanish): in English, the term “shale oil” is commonly understood as being either “a naturally occurring crude 
oil that is extracted from underground shale deposits by means of fracking (hydraulic fracturing)”, or a synthetic 
crude oil that is obtained from oil shale by means of pyrolysis (from the Greek “πυρος”, fire, and “λύση”, 
separation, i.e., the use of heat to provoke a chemical change–in this case, the breaking down of kerogen –the 
organic, waxy matter contained in the shale– in order to release the shale oil and the shale gas in the rock)  
In Mandarin Chinese, the terms “shale” and “shale oil” are respectively translated as “頁岩” and “頁岩油.” 
However, the Spanish translation of the English term “shale” is “esquisto” (from “escindido”, split , coming 
from the Greek word “σχιστός”, from the verb “σχίζειν”, to disunite, divide, separate, break, split ). But, in this 
sense, it could be argued that a more appropriate translation to this term would be the English word “schist” (片
岩, in Chinese, and xisto, in Portuguese), instead of shale. This could be attributed, as pointed out by Rossiter 
Worthington Raymond in his book A Glossary of Mining and Metallurgical Terms (Pennsylvania: American 
Institute of Mining Engineers, 1881) to the fact that, until the 1700s, the English language made no sharp 
differentiation between schist and shale –terms that were even used as equivalents of slate. It is argues in this 

http://www.mecon.gov.ar/peconomica/docs/Complejo_Petroleo_y_Gas.pdf
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5.3.6. The Argentine Biofuels Sector: Actors and Policies  

This study puts forward the argument that the situation of biofuels in Argentina is 
diametrically opposed to that of petroleum, which –as aforementioned– has been steadily 
declining since reaching a historical maximum in 1998. To the contrary, biofuels are on the 
rise, and this upward-oriented tendency applies to both Argentine biodiesel (based on sybeans) 
and ethanol (based on corn, similar to the US and unlike Brazil’s, based on sugar cane).  

Given the importance of soybeans in the Argentine agricultural sector, as well as their 
relevance as an energy crop –as examined in Chapter 2– this study is primarily focused on 
soybean-based biodiesel, of which Argentina is a leading producer and the top exporter 
worldwide, with the EU being its main export destination.   

In addition to that, it is important to bear in mind that, in Argentina, diesel is the most  
widely used fuel, accounting for 2/3 of fuel use (66%). Diesel is followed by gasoline and 
natural compressed gas (NCG) with 17 % each. Therefore, if the decision to move towards a 
greater use of renewable fuels in the domestic market is taken, it is reasonable that the focus 
is set primarily in the production of biodiesel rather than ethanol . 

Indeed , biodiesel , which comes primarily from soybeans oil, can be used as the gas 
oil mixture, unlike bioethanol –which is best combined with gasoline. Therefore, the decision 
of a country to encourage the production of bioethanol or biodiesel is closely related, on the 
demand side, the most used fuel in a certain market and, on the supply side, with its ability to 
produce it. 

Remarkably rich in energy resources as it is, Argentina is able to offer both biodiesel 
and ethanol, and of course each of these two biofuels could be produced for exports.  

Increased demand for gas-oil originates from transportation that is added to the 
agricultural machines (with a growing presence in agriculture) and the production of 
electricity, usually replacing gas. These demands from various sources explain that the fuel 
consumption be growing at a rapid pace since 2003. Indeed, in the last four years increased 
by 26%.  

Meanwhile, gasoline consumption has been in decline since 1996, mainly due to the 
large expansion of GNC engines. However, it has begun to recover.  
                                                                                                                                                                     
study that there seems to exist some confusion about the most adequate translation of the term in some of the 
literature reviewed.  
In addition to that, another clarification should be made: the Spanish word “esquisto” can refer to “esquisto 
metamórfico” or to “esquisto bituminoso” (in English, metamorphic shale or bituminous shale-schist, 
respectively), according to the rocks in which the oil was contained. This study will focus on the second one, 
bituminous shale – “aceite de esquisto/ aceite de pizarra”– the oil that can be found in the sedimentary rocks 
known as "lutitas bituminosas”, which consist of clay-sized particles (“arcilla”, in Spanish) and both organic and 
inorganic materials. Thus, no further attention will be given to “metamorphic esquisto.” 
Therefore, and in colloquial terms, “shale oil” could be thus said to come from rocks that are “impregnated” 
with oil. The recovery rate of shale oil that can be obtained from a ton of rock is of about 75 to 125 liters. 
For further details, see:  
"shale oil." Encyclopædia Britannica 
http://www.britannica.com/EBchecked/topic/538123/shale-oil (accessed May 20, 2012). 
“Esquisto: la revolución energética” – El Economista – July 5, 2013.  
http://www.eleconomista.es/firmas/noticias/4969076/07/13/Esquisto-La-revolucion-energetica.html   
The American Institute of Mining, Metallurgical, and Petroleum Engineers  
http://www.aimehq.org/home     
89 Simon Romero, Clifford Klaus and Jonathan Gilbert, “An Odd Alliance in Patagonia”, The New York Times, 
October 21, 2013.  
http://www.nytimes.com/2013/10/22/business/energy-environment/argentinas-oil-ambitions-create-unlikely-
alliance-with-chevron.html?pagewanted=1&_r=1&adxnnlx=1382634252-W0Yy2kpte78Mkk9HrofbWw 
(accessed October 21, 2013).   

http://www.britannica.com/EBchecked/topic/538123/shale-oil
http://www.eleconomista.es/firmas/noticias/4969076/07/13/Esquisto-La-revolucion-energetica.html
http://www.aimehq.org/home
http://www.nytimes.com/2013/10/22/business/energy-environment/argentinas-oil-ambitions-create-unlikely-alliance-with-chevron.html?pagewanted=1&_r=1&adxnnlx=1382634252-W0Yy2kpte78Mkk9HrofbWw
http://www.nytimes.com/2013/10/22/business/energy-environment/argentinas-oil-ambitions-create-unlikely-alliance-with-chevron.html?pagewanted=1&_r=1&adxnnlx=1382634252-W0Yy2kpte78Mkk9HrofbWw
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According to the Argentine government, soybean-based biodiesel production reached 
almost 47,500 barrels per day in 2011 –around 38% higher than 2010, with biodiesel exports 
accounting for almost 30,000 bpd –about 28% higher than 2010, as it can be seen in Figure 
5.1. Ever since it started in 2006/2007, Argentine biodiesel production has dramatically 
increased over the past 5 years,  

 
    Source: Cámara Argentina de Biocombustibles (Argentine Biofuels Chamber)  
                               CARBIO http://www.carbio.com.ar/es/?con=bio_estadisticas  
 

The number of private companies in the Argentine biofuels industry has increased 
significantly since they started to appear in the mid-2000s. As of 2012, there are twenty-three 
refineries. Argentina’s biodiesel industry is very efficient (90% of refineries in the ports, an 
advantage over Brazil and Europe) and highly diversified (23 refineries of different size and 
capacity). 

As examined below, and according to their annual production, the pioneers were 
established in 2005 (Don Mario, with a plant in Chacabuco, in Buenos Aires province), and 
then, in 2006, Vicentín (with an annual production of 48,000 tons between 2006-2009), 
Biomadero SA (30,000 tons, all three years), Pitey SA (30,000 tons, all three years), 
Soyenergy SA (24,000 tons, all three years), Advanced Organic Materials SA (16,000 in 
2006 and 2007, but more than quadrupling to 70,000 in 2008), and Biodiesel SA. 

The second wave of biodiesel producers was established in 2007, and include Renova 
SA (200,000 tons annually between 2007 and 2009), Ecofuel SA (200,000 tons, in both 
years), Energía Sanluiseña Refinería Arg. SA (30,000 tons, in both years).  

The third group of plants appeared in 2008 and include the big multinational 
companies, ehaded by LDC Argentina SA (300,000 tons), Unitec Bio (200,000 tons), Explora 
(120,000 tons), Molinos Río de la Plata SA (100,000 tons). These big players were joined by 
smaller companies, such as Ricard Set Energías Renovables SA (18,000 tons), Héctor Bolzan 
& Cía SA (7,200 tons), and B.H. Biocombustibles SRL (4,000 tons)   

Other important players are CARGILL SACI, Patagonia Bioenergía SA, Unitec Bio 
SA, T6 Industrial SA, Rosario Bioenergy SA, Colalao del Valle SA, Biomadero SA, Aripar 
Cereales S, Biocombustibles Tres Arroyos SA, ERA SRL 

Figure 5.1: Argentina's Biodiesel  Production and Exports 
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In terms of production, the top-10 refineries are Renova SA, LDC Argentina SA, Ecofuel, 
Molinos, Vicentin, Patagonia Biocombustibles,  Unitec Bio, Explora, Biomadero, and Aripar. 

One of the most improtant differences between the Brazilian and Argentine biofuels 
industries is that, while Brazil promotes the production of sugar cane-based ethanol –and, 
increasignly, of biodiesel– for domestic consumption, in Argentina biofuels are produced in 
oder to be exported. In other words, the external market is the driving force of the Argentine 
biofuel industry, due to the significant differences in tax policy.  

 
In order to illustrate the above point, it is worth noting that, in Argentina, a soybean 

producing company has mainly three options for its products: it can export the beans, paying 
35% of export tax. It can also crushed them and export soybean-based oil, facing a 32% 
export tax, or it can further refine it, at a slightly higher production price, and turn it into 
biodiesel, which can be sent abroad by paying 2.5% of export tax.  
 

Therefore, and due to tax pressure, the profitability of the soybean oil export 
business –with very little or no profit margin– is considerably less than that of biodiesel.90 

  
The promising future of the biofuels industry in Argentina –which had grown over 

250% between 2007 and 2011– however, it has been threatened by the government’s misled 
and incoherent tax policy, with a rise in export taxes from 2.5% to 14%, and then to 24.7% 
since 2012, which has resulted in losses of profitability and, thus, has severely damaged”– or, 
at least,  paralyzed–  the country’s biofuels industry.  

 
The vast majority of Argentine biodiesel exports are sent to European markets and 

about half were traditionally sent to Spain. However, Spain recently passed legislation 
prohibiting the importation of biodiesel from outside of the European Union (EU)91, as a 
retaliatory measure for the expropriation of Repsol. Nevertheless, at present the measure has 
been lifted.  

In order to diversify their markets, Argentine exporters hope to redirect that portion to 
other European countries. In this regard, this study points out that China could also become 
an export destination, if the Chinese government was to start implementing at national level 
the pilot programs that are effective in a number of provinces and cities, this would open the 
market for Argentine biofuels exports and would represent an external incentive capable of 
stimulating reform of Argentine mistaken policies)  

 
The main reason of the problem could be said to be the lack of synchronization and 

common goals between actors in policy making and those in policy implementation. That the 
Argentine federal government needs to solve this mistaken policy is an obstacle that must be 
circumvented. However, so far Argentine government officials have behaved as if it was only 

                                                      
90 “Biodiesel de soja: un negocio artificial” – Biodiesel News – February 11, 2008.   
http://biodiesel.com.ar/741/biodiesel-de-soja-un-negocio-artificial 
Jorge Schwarzer and Andrés Tavosnanska, “Biocombustibles: expansión de una industria naciente y 
posibilidades para Argentina” CESPA Documento de Trabajo No. 13 (Buenos Aires: Universidad de Buenos 
Aires, 2007). 
http://web.econ.uba.ar/WAppFCE01/SendImageJPA01?Function=getFilexPOID&filePOID=2151  
91 Garten Rothkopf, “A Blueprint for Green Energy in the Americas: Strategic Analysis of Opportunities for 
Brazil and the Hemisphere- featuring The Global Biofuel Outlook 2007” – Inter-American Development Bank 
(2007): 71.  
http://www.iadb.org/intal/intalcdi/PE/2008/01212.pdf  

http://biodiesel.com.ar/741/biodiesel-de-soja-un-negocio-artificial
http://web.econ.uba.ar/WAppFCE01/SendImageJPA01?Function=getFilexPOID&filePOID=2151
http://www.iadb.org/intal/intalcdi/PE/2008/01212.pdf
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a prospect that could be wished away. This is particularly regrettable, because of it is highly 
counterproductive consequences.  

Due to the sector’s promising beginning, the Argentine biofuels industry developed an 
enormous capacity of production and refining. But, “needless to say, once capacity is 
developed it must be sustained, which entails offsetting natural decline. To achieve this 
objective, reserves must be continually added and further investments made to maintain 
capacity. Producers must also keep in mind the utilization rate of reserves, which involves the 
complex balancing of technical factors, market demands, and the producing countries' own 
long-term interests.”92 

 
Throughout the observed period, Argentine energy policy has evolved from being 

focused on fossil resources to include renewable sources, with biofuels being specifically 
addressed by a number of laws, resolutions and other regulations. It is worth noting that the 
first norms dealing with biofuels were created during the presidency of de la Rúa, such as 
Resolution 129/2001 (July 26, 2001) of the Secretary of Energy and Mines,93 which marked 
the beginning of the biodiesel program by typifying biodiesel and establishing quality 
parameters in line with IRAM 6515-01 (October 4, 2001), based on European regulations 
(EN 14214).  

In November 2001, Decree 1396 (November 5, 2001)94 established the “Biodiesel 
Competitiveness Plan95, noting the comparative and competitive advantages that Argentina 
has for biodiesel production, as well as the contributions of this biodiesel to energy security 
and the environmental benefits of its use. The Decree, on Articles 4-6, establishes a series of 
tax exemptions and fiscal advantages aimed at promoting the production and consumption of 
biodiesel.  

After several years of having fallen out of the radar, the energy crises experienced 
under the presidency of Kirchner implied that biofuels were re-taken into consideration. In 
2006, Law 26.093, the “Biofuels Law”, was passed–on April 19 96 – establishing the 
regulation and promotion of production, consumption and sustainable use of biofuels (at a 
blending rate of 5%).  

In September of the same year, in Resolution 1283 of September 6,97 the Secretary of 
Energy specified the criteria to be observed by fuels for consumption to be traded in 

                                                      
92 Remarks by Saudi Arabia’s Minister of Petroleum Ali Al Naimi, “Saudi Arabia Oil and Gas Investment – 
Outlook and Strategies” at the 3rd OPEC International Seminar, Vienna, September 2006: 5. 
http://www.opec.org/opec_web/static_files_project/media/downloads/press_room/Ali_I_Al-Naimi.pdf 
93 “Resolución 129/2001” – Secretaría de Energía y Minería – July 26, 2001. 
http://www.infoleg.gob.ar/infolegInternet/anexos/65000-69999/68158/norma.htm  
Carlos Querini, “Biodiesel: Situación en Argentina”  
http://grupomontevideo.org/ndca/caenergia/wp-content/uploads/2013/06/Biodiesel-Situaci%C3%B3n-en-
Argentina.pdf  
94 “Decreto 1396/2001” –Legislative Information–Ministry of Economy and Public Finances– November 4, 
2001. 
95 “Decreto 1396/2001–Plan de Competitividad del Combustible Biodiesel” –  Natlaw – November 5, 2001.  
http://www.natlaw.com/interam/ar/eg/dc/dcareg3.htm 
96 “Ley 26093/2006” –Legislative Information–Ministry of Economy and Public Finances– April 19, 2006. 
http://www.infoleg.gob.ar/infolegInternet/anexos/115000-119999/116299/norma.htm 
97 “Resolución 1283/2006” – Secretaría de Energía y Minería – September 6, 2006. 
http://www.infoleg.gob.ar/infolegInternet/anexos/115000-119999/119840/norma.htm (accessed May 1, 2012) 

http://www.opec.org/opec_web/static_files_project/media/downloads/press_room/Ali_I_Al-Naimi.pdf
http://www.infoleg.gob.ar/infolegInternet/anexos/65000-69999/68158/norma.htm
http://grupomontevideo.org/ndca/caenergia/wp-content/uploads/2013/06/Biodiesel-Situaci%C3%B3n-en-Argentina.pdf
http://grupomontevideo.org/ndca/caenergia/wp-content/uploads/2013/06/Biodiesel-Situaci%C3%B3n-en-Argentina.pdf
http://www.natlaw.com/interam/ar/eg/dc/dcareg3.htm
http://www.infoleg.gob.ar/infolegInternet/anexos/115000-119999/119840/norma.htm
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Argentina. Towards the end of the year, Law 26.190 98 dealing with electric power and 
renewable energies was passed on December 27, and regulated by Decree 562/2009.99 

In 2007, Decree 109 100 -issued on February 9– established the regulation of the 
“Biofuels Law”, determinging the applying entity, its functions, the national assistance 
commission (Comisión Nacional Asesora) and the promotional regime of biofuels.  

A shift towards ethanol took place with the passing of Law 26.334101 on January 2, 
2008, also called the “Ethahol Promotion Law.” The following month, Resolution 
266/2008102 –regarding the entities allowed to inspect biofuels refineries– was issued, on 
February 11, 2008. On November 18, several resolutions were issued by the Secretary of 
Energy: Resolution 1293 103 established the selection mechanisms for ethanol project for 
quotas; Resolution 1294 104  determined the ethanol purchase price; Resolution 1295 105  
contained the specifications of ethanol quality; and Resolution 1296 106  established the 
security conditions to be observed in biofuels plants.  

In 2009, Resolution 733107 –passed on October 23 – established the ethanol supply 
chronogram for the following year.  

And, in 2010, four more biodiesel-related resolutions dealt with the terms of biodiesel 
(B5) domestic supply price agreement (Resolution 7/2010 of February 9, 2010)108 and the 
specifications of Biodiesel Quality (Resolution 6/2010 of February 10, 2010).109 Amid the 
soybean oil embargo imposed by China –examined in Chapter 2, and which lasted from April 
to October, these resolutions were modified and complemented by two other resolutions, one 
of July 6 establishing an increase of the proportion of biodiesel to be blend with fossil fuels 
(to B7) (Resolution 554/2010) 110  and another one, of September 3, determining that 

                                                      
98 “Ley 26190/2006” –Legislative Information–Ministry of Economy and Public Finances– December 27, 2006. 
http://www.infoleg.gob.ar/infolegInternet/anexos/120000-124999/123565/norma.htm (accessed May 1, 2012) 
99 “Decreto 569/2006” –Legislative Information–Ministry of Economy and Public Finances– May 15, 2009. 
http://www.infoleg.gob.ar/infolegInternet/anexos/150000-154999/153580/norma.htm (accessed May 2, 2012) 
100 “Decreto 109/2007”– Legislative Information– Ministry of Economy and Public Finances– February 7, 2007. 
http://www.infoleg.gob.ar/infolegInternet/anexos/125000-129999/125179/norma.htm (accessed May 1, 2012) 
101 “Ley 26334/2008” –Legislative Information–Ministry of Economy and Public Finances– January 2, 2008. 
http://www.infoleg.gob.ar/infolegInternet/anexos/135000-139999/136339/norma.htm (accessed May 3, 2012) 
102 “Resolución 266/2008” – Secretaría de Energía y Minería – May 7, 2008. 
http://www.infoleg.gob.ar/infolegInternet/verNorma.do?id=140621 
103 “Resolución 1293/2008” – Secretaría de Energía y Minería – November 18, 2008. 
http://www.infoleg.gob.ar/infolegInternet/anexos/145000-149999/147289/norma.htm (accessed May 3, 2012) 
104 “Resolución 1294/2008” – Secretaría de Energía y Minería – November 18, 2008. 
http://www.infoleg.gob.ar/infolegInternet/verNorma.do?id=147290 
105 “Resolución 1295/2008” – Secretaría de Energía y Minería – November 18, 2008. 
http://www.infoleg.gob.ar/infolegInternet/verNorma.do?id=147291 (accessed May 1, 2012) 
106 “Resolución 1296/2008” – Secretaría de Energía y Minería – November 18, 2008. 
http://www.infoleg.gob.ar/infolegInternet/anexos/145000-149999/147292/norma.htm (accessed May 5, 2012) 
107 “Resolución 733/2009” – Secretaría de Energía y Minería – October 23, 2009. 
http://www.infoleg.gob.ar/infolegInternet/anexos/155000-159999/159125/norma.htm (accessed May 7, 2012) 
108 “Resolución 7/2010” – Secretaría de Energía y Minería – February 9, 2010. 
http://www.infoleg.gob.ar/infolegInternet/anexos/160000-164999/163992/norma.htm (accessed May 3, 2012) 
109 “Resolución 6/2010” – Secretaría de Energía y Minería – February 10, 2010. 
http://www.infoleg.gob.ar/infolegInternet/anexos/160000-164999/163911/norma.htm (accessed May 3, 2012) 
110 “Resolución 554/2010” – Secretaría de Energía y Minería – July 6, 2010. 
http://www.infoleg.gob.ar/infolegInternet/anexos/165000-169999/169171/norma.htm (accessed May 2, 2012) 

http://www.infoleg.gob.ar/infolegInternet/anexos/120000-124999/123565/norma.htm
http://www.infoleg.gob.ar/infolegInternet/anexos/150000-154999/153580/norma.htm
http://www.infoleg.gob.ar/infolegInternet/anexos/125000-129999/125179/norma.htm
http://www.infoleg.gob.ar/infolegInternet/anexos/135000-139999/136339/norma.htm
http://www.infoleg.gob.ar/infolegInternet/anexos/145000-149999/147289/norma.htm
http://www.infoleg.gob.ar/infolegInternet/verNorma.do?id=147291
http://www.infoleg.gob.ar/infolegInternet/anexos/145000-149999/147292/norma.htm
http://www.infoleg.gob.ar/infolegInternet/anexos/155000-159999/159125/norma.htm
http://www.infoleg.gob.ar/infolegInternet/anexos/160000-164999/163992/norma.htm
http://www.infoleg.gob.ar/infolegInternet/anexos/160000-164999/163911/norma.htm
http://www.infoleg.gob.ar/infolegInternet/anexos/165000-169999/169171/norma.htm


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                                   Chapter 5  
                                                                                                                                  Sino-Argentine Energy Policy  

 
 

327 

producers and blenders must have the equipment to analyze the quality of the biofuels 
(Resolution 828/2010).111  

IV. Chronological Analysis 

Throughout the observed period, and in spite of data not being available for every 
year, it can be seen how China’s very moderate petroleum imports from Argentina have been 
in constant fluctuation, averaging 2% of total imports, occasionally falling that line and also 
rising as high as 5.5%. Three stages can be identified: in the early years, Argentina steadily 
ranked as the PRC’s second largest Latin American oil suppliers, behind Brazil and only 
being China’s top supplier in two years, 2003 and 2006. Argentine exports reached their peak 
in 2006 –accounting for 5.5% of China’s total oil imports, worth US$ 0.890 billion, and then 
imports from Argentina decreased, displacing the country to the third position, ranking 
behind Venezuela and Brazil from 2007 to 2010 

 Figure 5.2: Evolution of China’s Petroleum Imports from Argentina 2000-2010 

 
      Source: Compiled by author. 

                  Based on data from the Observatory of Economic Complexity  

       Massachusetts Institute of Technology (MIT) and UN COMTRADE 

    http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2000/ and  

       http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2010/ 

    See also Argentine Petroleum and Gas Institute (IAPG): data for Total Oil Exports &  

    Imports (2000-2010) 

    http://www.iapg.org.ar/estadisticasnew/impoexporpais2.htm  

In terms of energy, it is noteworthy that, by 2000, Argentina did not have a NOC. 
Unlike the cases of the other countries examined in this study, de la Rúa had taken power less 
than three weeks before –on December 10, 1999– with the government lacking a national oil 
                                                      
111  “Resolución 828/2010” – Secretaría de Energía y Minería – September 3, 2010. 
http://www.infoleg.gob.ar/infolegInternet/anexos/170000-174999/171944/norma.htm (accessed May 4, 2012) 
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company. Indeed, only a few months had passed since the acquisition of YPF (Yacimientos 
Petrolíferos Fiscales, or Treasury Petroleum Fields, or 阿根廷 財政部 油田公司 ),) 
Argentina’s former state-owned oil company– by Spain’s private oil company Repsol (雷普

索爾公司) from the Menem administration in June 1999 and in a US$ 15 billion deal. With it, 
Repsol changed its name to Repsol/YPF and became one of the top-ten oil companies in the 
world. 112 The Spanish company already had an oil company in Argentina, Astra (Astra 
Compañía Argentina de Petróleo S.A, a subsidiary of Repsol International Finance BV).113   

In terms of bilateral relations and presidential diplomacy, it was in January 2000 that 
President de la Rúa and Vice-Premier Wu Bang-guo (吳邦國 ) met at the World Economic 
Forum (世界經濟論壇 ) in Davos (達沃斯 ), Switzerland.114  

In March, Argentina and the PRC reached a bilateral agreement for China’s 
application for WTO admission. It was on March 11 that Argentine Vice-Minister of Foreign 
Affairs E. Candiotti and his Chinese counterpart, Yang Jie-chi (杨洁篪, or楊潔篪), met in 
Buenos Aires and signed the ‘Bilateral Agreement on China’s Entry into the WTO’ –also 
referred to as the Sino-Argentine Agreement on Negotiations for the Accession of the 
People’s Republic of China to the WTO (Negociaciones para la Adhesión de la República 
Popular China a la OMC), according to Argentine scholars. However, Chinese media 
reported that the agreement was signed by Argentine Vice Foreign Minister H. Chighizola 
and Vice Minister Sun Zhenyu (孫震宇 ), from the Ministry of Foreign Trade and Economic 
Cooperation (MOFTEC, 对外贸易经济合作部孫震宇, or對外貿易經濟合作部孫震宇).115 
The agreement consisted of a main body and three annexes, in which crude oil and soybeans 
and soybean oil are explicitly mentioned. Due to their relevance not only to petroleum but 
also to the embargo imposed in 2010 to soybean oil –the main raw material for soybean-
based biodiesel– described in Chapter II, these annexes are succinctly examined: the first 
Annex contains the list of Chinese concessions for Argentine products, including foodstuffs 
(such as soybeans) and crude oil, among others (in total, sixty eight items that include beef, 
fisheries, rubber, tubes, etc…). The second Annex describes the tariff quotas that the PRC 
establishes to Argentine products such as soybean oil (wheat, corn, etc…) while the third 
Annex contains references to the sanitary conditions of the products. As noted by Oviedo, 
and although the two countries had reached agreement about Argentine beef and a number of 
fruits –lemons, apples and pears– being allowed to enter the Chinese market, this access had 
not been granted even a decade later, by the time of Fernández de Kirchner’s State visit to 
China in July 2010.116    

On May 10, Vice President Hu Jintao (who had visited Argentina in April 1994, as a 
member of the Standing Committee of the CPC’s Politburo) met in Beijing with former 
President Menem (1989-1999, the only Argentine president to have visited the PRC twice –in 

                                                      
112 “Repsol logra el control de YPF al aceptar la OPA el 62% del capital” – El País – June 24, 1999.  
http://elpais.com/diario/1999/06/24/economia/930175203_850215.html   
113 “Snapshot: Astra Compañía Argentina de Petróleo S.A” 
http://investing.businessweek.com/research/stocks/private/snapshot.asp?privcapId=875167  
114 “Diplomacy of the PRC 2001” (Shijie Zhishi Chubanse) Ministry of Foreign Affairs of the People’s Republic 
of China (Beijing: Ministry of Foreign Affairs, 2002), as quoted in Oviedo, Historia de las Relaciones 
Internacionales entre Argentina y China 1945-2010, 421. 
115 See Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 421. 
See also “President Jiang Starts State Visit to Argentina” – People’s Daily – April 8, 2001.  
http://english.peopledaily.com.cn/200104/08/eng20010408_67187.html  
116 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 498. 

http://elpais.com/diario/1999/06/24/economia/930175203_850215.html
http://investing.businessweek.com/research/stocks/private/snapshot.asp?privcapId=875167
http://english.peopledaily.com.cn/200104/08/eng20010408_67187.html
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November 1990 and October 1995, who this time was visiting Beijing in his capacity 
of President of Argentina’s Justicialist Party [正義黨 ]).  

It was also in May that Vice Foreign Minister H. Chighizola led the Argentine 
delegation that attended the 14th Meeting of the Economic and Trade Mixed Commission in 
Beijing, which final statement described the successful signing of the bilateral agreement for 
China’s accession to the WTO as a truly “historical event” for Sino-Argentine trade 
relations.117 After the meeting, the Argentine Vice Minister officially opened the Argentine 
General Consulate and Promotion Center in Shanghai (阿根廷駐上海總領事館 ) on May 
26.118  

In terms of presidential diplomacy, it was in September that Argentine President 
Fernando de la Rúa (德拉魯阿) paid a 5-day State visit to President Jiang, from September 
10 to 14. This study points out that the Argentine president had been in office for only 9 
months when he visited the PRC, which reflects the relevant role that China had been given 
in the foreign policy agenda of the de la Rúa administration.  

In the formal talks held during the visit, de la Rua reiterated the Argentine 
government’s adherence to the “one-China” policy.  Jiang “reiterated that the Chinese 
government has always supported the Argentine people's claim to the sovereignty of the 
Malvinas Islands, and that he hopes Argentina and Britain settle the dispute as soon as 
possible through peaceful talks.”119 Indeed, it had been almost two decades before de la 
Rúa’s visit to the PRC that, in 1982, that the military-led Argentine government decided to 
raid “the disputed Falkland/Malvinas islands, which had been under British rule since 1833; 
in doing so, the Argentine state found itself in a losing war against the United Kingdom in 
which the United States sided, predictably, with the latter.”120  

It could be said that the Falklands/Malvinas conflict –defined as the “unnecessary 
war,” by Escudé – helped to secure the China-Argentina ties. As the only developing country 
that is –together with Britain, the US, Russia and France– also a permanent member of the 
United Nations Security Council, the PRC opted for making no statements on the topic, and 
later on suggested a negotiated settlement and abstained when the British resolution was 
discussed at the UN. Such display of support towards Argentina was a clear sign that, starting 
from this year, the PRC was to start frequently reiterating its “support for South-South 
cooperation”.121 In this regard, this study points out not only the gesture implied by the use of 
the Spanish denomination (Malvinas) in the Chinese media, but also the relevance that has, in 
energy terms, Argentina’s long dispute of the claim made by the United Kingdom to the 
Malvinas/Falkland islands (福克蘭群島/馬爾維納斯群島) in the South Atlantic.  

What was back in the 1980s a military conflict had evolved in the late 2000s into a 
diplomatic dispute over a strategic asset, the offshore oil resources that surround the islands. 
In recent years, petroleum exploration activities have taken place in the areas surrounding the 
islands –which are officially recognized as an overseas British territory, in spite of the 

                                                      
117 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 424. 
118 Consulado General y Centro de Promoción Comercial de la Repúbica Argentina en Shanghai.  
http://cshan.mrecic.gov.ar/  
119 “Chinese, Argentine presidents holds talks” – People’s Daily – September 14, 2000.  
http://english.peopledaily.com.cn/english/200009/14/eng20000914_50464.html  
120 Escudé, Foreign Policy Theory in Menem’s Argentina, 1. 
121 John F. Copper “The PRC and the Third World,” in Peking’s Foreign Policy in the 1980s,, ed. David S. 
Chou (Taipei, Taiwan, ROC: Institute of International Relations, National Chengchi University, 1989), 354. 

http://cshan.mrecic.gov.ar/
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objections of the Kirchner and Fernández de Kirchner administrations –given Argentina’s 
arguments that the islands have historically been under Argentine sovereignty. 

Although the islands’ offshore potential has been the reason for several drilling 
attempts by over ten oil companies (among others, Desire Petroleum –created in 2002– 
and Rockhopper –founded in 2004 and based in the islands)122 in 2009 –when the British 
government presented to the UN a request to extend the continental shelf and rights over the 
seabed from 200 to 350 nautical miles– and 2010, as of 2012 only one company, Desire 
Petroleum (who has combined with FOLG –Falkland Oil and Gas Limited) 123 , had 
discovered an offshore oilfield that could be considered as commercially viable in January 
2010.124 The Fernández de Kirchner administration replied by requiring vessels in transit 
from Argentine ports to the islands a special authorization. It also launched an offshore 
exploration program that was undertaken by a consortium led by YPF, PAE, and Petrobras in 
Argentine waters near the Falkland Islands. However, as of yet, exploration has not yielded 
any commercial finds. The dispute remains open at the time of writing and a possible solution 
any time soon seems highly unlikely. 

As regards Sino-Argentine bilateral cooperation, Jiang and de la Rúa  signed 4 
agreements were signed: the presidents subscribed an Agreement on Technological 
Cooperation in the field of geo-science and touched upon a number of issues, including joint 
projects on oil and gas, the joint production of satellites, technology transfer, cultural 
exchange and bilateral cooperation, among others.125 The similarities between the areas of 
agreed cooperation with Sino-Brazilian agreements is evident. Also, an MOU on energy and 
mining issues was signed between the Argentine Mines and Energy Secretary –D. Giorgi–126 
and the Chinese Ministry of Land and Resources (MLR, 国 土资源部, or 國 土資源部 ) 
headed by Tian Fengshan (田凤山, or田鳳山), and another MOU between China Radio 
International (CRI, 中国国际广播电台  , or 中國國際廣播電台 ) and an Argentine 
telecommunications company.  

When the Argentine President met Premier Zhu Rongji (朱鎔基, or 朱鎔基 ), it was 
announced that the “broad consensus reached between the two sides will forcefully push 
forward the bilateral relations of all-round cooperation,” 127  and the Chinese Premier 
“remarked that China and Argentina share many similarities in economic structure and the 
two economies are very much complementary”. 128  Indeed, bilateral exchanges in 2000 

                                                      
122 Rockhopper Exploration plc. 
http://www.rockhopperexploration.co.uk/rockhopper/about.html  
123 Falkland Oil and Gas Limited (FOLG) 
http://www.fogl.com/fogl/en/about/history  
124 “Pese al reclamo del Gobierno, comenzó la exploración petrolífera en las Malvinas” – La Nación – February 
2, 2010. http://www.lanacion.com.ar/1235991-pese-al-reclamo-del-gobierno-empezo-la-exploracion-petrolifera-
en-malvinas      
“Petróleo en las Malvinas” – Clarín – Compilation of various articles.    
http://www.ieco.clarin.com/tema/petroleo_en_las_malvinas.html 
Patricia Lee, “Malvinas, en medio de otro conflicto por el petróleo”, El País, April 1, 2010.   
http://historico.elpais.com.co/paisonline/notas/Abril012010/conflictos.html  
125 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 425-426. 
126 Secretaría de Energía 
http://energia3.mecon.gov.ar/contenidos/verpagina.php?idpagina=2543    
127 ‘Premier Zhu Rongji meets Argentine President de la Rúa’- People’s Republic of China Ministry of Foreign 
Affairs Website-  November 15, 2000. 
http://www.fmprc.gov.cn/eng/wjb/zzjg/ldmzs/gjlb/3453/3455/t17334.htm (accessed June 18, 2008). 
128 Ibid.  

http://www.rockhopperexploration.co.uk/rockhopper/about.html
http://www.fogl.com/fogl/en/about/history
http://www.lanacion.com.ar/1235991-pese-al-reclamo-del-gobierno-empezo-la-exploracion-petrolifera-en-malvinas
http://www.lanacion.com.ar/1235991-pese-al-reclamo-del-gobierno-empezo-la-exploracion-petrolifera-en-malvinas
http://www.ieco.clarin.com/tema/petroleo_en_las_malvinas.html
http://historico.elpais.com.co/paisonline/notas/Abril012010/conflictos.html
http://energia3.mecon.gov.ar/contenidos/verpagina.php?idpagina=2543
http://www.fmprc.gov.cn/eng/wjb/zzjg/ldmzs/gjlb/3453/3455/t17334.htm
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amounted to US$ 2 billion a year,129 with the PRC ranking as Argentina’s 5th largest trading 
partner.130 Before his departure, the Argentine president was distinguished with an honoris 
causa doctorate by Renmin University (RU, 中国人民大学, or 中國人民大學 ) and, besides 
Beijing, de la Rúa also visited Shanghai and Xian (西安市).   

The year 2001 was a turning point in Argentina, mainly due to the economic and 
political crises that the country experienced towards the end of the year, but also because the 
first regulations on biofuels (Resolution 129/2001 and IRAM 6515-01) were adopted, as 
mentioned in previous sections.  

The economic problems that the country had been suffering even before de la Rúa had 
taken office had both internal and external causes. Most notably among the former were the 
negative implications of the “convertibilidad” law (Law 23.028, which linked the Argentine 
peso to the US dollar, at one peso to the dollar). The “convertibilidad” was a mechanism that 
had worked well when the hyperinflation that the country had been experiencing in the late 
1980s and early 1990s needed to be stopped, but towards the late 1990s and early 2000s it 
severely damaged the competitiveness of the country, making the peso overvalued and, thus, 
resulting in expensive exports and cheap imported goods.  

As regards the latter, in the external front, and in addition to the appreciation of the 
dollar, falling international prices of primary products and the Brazilian currency devaluation 
decided in 1999 by Cardoso (the “caipirinha” effect–卡普里酒的 結果– examined in 
previous chapters) had also severely affected Argentine economy, given the fact that the 
country is mainly an agricultural and mining products producer and that Brazil has 
traditionally been Argentina’s largest trading partner. 

Indeed, economic problems were the main cause behind de la Rúa’s decision to make 
changes in the Ministry of Economy –this year, there would be 3 ministers (namely, J.L. 
Machinea –who resigned in March, R. López Murphy –who, in April, was also forced to 
resign– and D. Cavallo, who would also resign in December, amid turmoil and riots). These 
problems would, towards the end of the year, result in nothing less than “the most severe 
institutional and economic crisis in the history of Argentina”131, a profound crisis in which 
even certain constitutional principles were to be put aside. 

It was in the early stages of this crisis that President Jiang reciprocated the visit of his 
Argentine counterpart the previous year and paid his 1st and only State visit to Argentina, in 
April. During his visit, he stated “that Argentina is among the first Latin American countries 
of forging diplomatic ties with China, becoming one of its major economic and trade partners 
in Latin America”, and suggested that both governments “should review and handle bilateral 
relations from a strategic vision and push Chinese-Argentine cooperation to a higher 
level”.132  In this regard, it has been noted that Jiang “positively assessed the development of 
relations between China and Argentina”, and he said that “the Chinese side would like to 

                                                      
129 “Argentina to Send Trade Mission to China”- People’s Daily - March 19, 2000 
http://english.peopledaily.com.cn/english/200005/19/eng20000519_41156.html (accessed September 1, 2010) 
130 Observatory of Economic Complexity –Massachusetts Institute of Technology (MIT)–UN COMTRADE 
http://atlas.media.mit.edu/explore/tree_map/export/arg/show/all/2000/ (accessed June 2, 2011) 
131 Lewis, Argentina: A Short History, 215. 
132 “President Jiang Zemin Held Talks With Argentine President Fernando de la Rúa and Other Leaders” 
People’s Republic of China Ministry of Foreign Affairs Website- April 10, 2001.  
http://test.fmprc.gov.cn/eng/topics/3755/3756/3779/3781/t19323.htm (accessed May 27, 2008) 

http://english.peopledaily.com.cn/english/200005/19/eng20000519_41156.html
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work with the Argentine side to make unremitting efforts in promoting the constant 
development of China-Argentina cooperation”.133 

Both presidents signed several agreements, including the Agreement on Bio-
engineering and Bio-safety and the Agreement on Legal Assistance in Civil and Commercial 
Affairs. In that occasion, Jiang made three proposals to de la Rúa: first, to strengthen high 
level visits and exchanges (i.e., intensifying presidential diplomacy), and to do so at different 
levels (multilayered); second, to foster the steadily growing bilateral trade, open mutual 
investments, upgrade economic exchanges and promote scientific and technical cooperation 
and, third, to strengthen cooperation and consultation in international affairs.134  

With regard to economic relations, the Chinese President suggested to “maintain trade 
growth and increase mutual investment so as to upgrade economic cooperation. Efforts 
should also be made to explore new areas for scientific and technological cooperation” and to 
strengthen “coordination and cooperation in the international affairs.”135 

In terms of bilateral trade, the de la Rúa administration managed to have a trade 
surplus with China, the first time Argentina could reverse its deficit with the PRC since the 
early 1990s.136   

As regards energy and environmental issues, it was on September 28 that Argentina 
ratified the Kyoto Protocol through Law 25.438 (which it had signed on March 16, 1998). 

In October, the 18th World Energy Congress (WEC) was held in in Buenos Aires. 
Considered as the “the first major global energy event of the 21st century and the first 
Congress ever held in the region of Latin America and the Caribbean,” 137 it  remains, to date, 
the only WEC having been held in the region. In his Opening Address to the over 3,000 
delegates from 99 countries. delegates, President de la Rúa stated that “modern energy 
services for everyone is a key to sustainable development, harmony and peace throughout the 
world.”138  

Also in October, defeat at the legislative elections further weakened the de la Rúa 
administration. The Justicialist Party took advantage of its majority in both Chambers and 
decided to appoint one of its Senators, R. Puerta (普埃爾塔 ), as chairman of the Senate. 
Since de la Rúa’s Vice President, C. Alvarez (阿爾瓦雷斯 ), had resigned a year before –and 
after only a few months in office, the appointment of Puerta further limited the maneuvering 
capacity of the president, who was virtually stewarded by a member of the main opposition 
party.   

In early December the Ministry of Economy –headed by Cavallo, in an attempt to 
stop the massive withdrawals of bank deposits that had been taken place since the end of 
November amid the dear of the collapse of the baking system, decided to restrict them to a 
                                                      
133 “President Jiang Zemin Met with Argentine Friends” People’s Republic of China Ministry of Foreign Affairs 
Website- April 9, 2001.  
http://www.fmprc.gov.cn/eng/wjb/zzjg/ldmzs/gjlb/3453/3455/t17335.htm (accessed May 25, 2008) 
134 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China, 427.  
135 “President Jiang Zemin Held Talks With Argentine President Fernando de la Rúa and Other Leaders” 
People’s Republic of China Ministry of Foreign Affairs Website- April 10, 2001. 
http://test.fmprc.gov.cn/eng/topics/3755/3756/3779/3781/t19323.htm (accessed June 18, 2008). 
136 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 429. 
137 “Buenos Aires 2001” – World Energy Congress – October 21-25, 2001.   
http://www.worldenergy.org/events/world_energy_congress/buenos_aires_2001/default.asp  
138 Ibid. 
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minimum weekly amount, a measure that cause popular outrage and protests –which were in 
place when China was admitted to the WTO, on December 11– and which eventually forced 
him to quit on December 19.  

A day later, and amid widespread protests, looting incidents and rising violence –with 
even riots in which over 20 people were killed– de la Rúa resigned on December 20. 

After de la Rúa’s resignation –and because the natural successor had resigned in 2000, 
leaving the post vacant– the Chairman of the Senate R. Puerta was left in charge of the 
Executive branch.  

On December 23rd the Argentine Congress appointed provincial Governor A. 
Rodríguez Saá (羅德里格斯薩阿 ), as interim president. He was in office for only seven days 
–in which he announced Argentina’s default on its sovereign debt, considered to have been 
the biggest default in history139– and resigned on December 30th.  

Power should have passed automatically to Senate Chairman R. Puerta, but he too 
‘resigned -minutes later- on grounds of ill-health’. Therefore, the Chairman of Chamber of 
Deputies, E. Camaño (卡馬尼奧 ), became interim president for two days before resigning to 
allow Senator E. Duhalde (杜阿爾德 ) –who had been Vice President during President 
Menem’s first term and was by then a Senator from Buenos Aires province- to be elected in a 
Congress special session, who would swear as president on January 2, 2002, thus becoming 
the 5th leader Argentina had in just two weeks.140 

Amid this crisis, by December 2001, the PRC had overtaken Spain and was ranking 
4th among Argentina’s largest trade partners, behind Brazil, the US and Chile.  

Argentina started 2002 with a new president, Duhalde, who was sworn on January 2, 
2002 and decided to abandon the fixed exchange rate, devaluate the peso141 and transform all 
accounts into pesos (“pesificación”). Duhalde famously stated that Argentina was a “country 
doomed to success”142 and that the people who had deposited dollars in their bank accounts 
would receive dollars and not pesos. None of these two statements turned out to be true.  

It was also in early January that the first contacts between a Chinese NOC –CNOOC– 
and the Spanish/Argentine energy company Repsol/YPF took place,143 when CNOOC bought 
the Indonesian unit YPF Maxus Southeast Sumatra BV, which were transferred by the NOC 
to its wholly owned subsidiary CNOOC Southeast Asia Sumatra Ltd. (CNOOC SES). 

February marked the 30th anniversary of the normalization of diplomatic relations –on 
February 19, 1972– President Jiang sent Duhalde a telegraph with “cordial greetings and 
good wishes” on behalf of the Chinese people as well as himself, and noticing that “bilateral 
friendly relations and cooperation have developed and been fortified since the establishment 
of diplomatic ties” between the two countries. The Chinese president underlined that “during 

                                                      
139 “The tortoise and the hare” – The Economist – March 19th 2008 
http://www.economist.com/node/10880587 (accessed March 20, 2008) 
140  “Argentina toughest job”- British Broadcasting Corporation- BBC Website  
http://news.bbc.co.uk/2/hi/americas/1735474.stm (accessed December 31, 2001). 
141 “The tortoise and the hare” – The Economist – March 19th 2008 
http://www.economist.com/node/10880587 (accessed March 20, 2008) 
142 “La Argentina es un país condenado al  éxito” See “Duhalde confirmó que mañana juran todos los ministros” 
– Los Andes – January 2, 2002.   
http://losandes.com.ar/notas/2002/1/2/un-30137.asp (accessed April 30, 2008).  
143 Oscar Díaz, “Repsol YPF, a Spanish-Argentine energy company opened office in México”, Latin Trade 11, 
No. 7 (July 2003).   
http://law-journals-books.vlex.com/vid/repsol-ypf-argentine-represent-pemex-53200406  
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the three decades, high-level reciprocal visits have been frequent, mutual understanding and 
trust have been deepened and cooperation in such fields as politics, science, technology, 
culture and education has yielded substantial results”.144  

Naturally, and it what could be interpreted as a signal of the important relations with 
China were for recovering form the recent crisis, Duhalde stressed that the Argentine 
government had “put great emphasis on the Argentina-China relations” over the three 
decades that had passed since diplomatic ties were established, and wished that “the two sides 
would create another resplendence in developing their relations in the 10 years to come”.145 
Duhalde’s comments were a reflection of the major role the PRC had been playing with 
regard to the Argentine economic crisis, since “after Duhalde, the country had been 
benefiting from several external factors –the increase the prices of raw materials Argentina 
was producing, the ever-larger amounts of commodities China was buying from Argentina 
and the internationally low interest rates”146  among others. Indeed, the huge Chinese demand 
of commodities (mainly soybeans and soybean-oil) confirmed that the PRC was “an 
important factor in the economic recovery that followed the 2001 crisis”.147  

 Among the high-ranking Chinese officials that visited Argentina this year were NPC 
(全国人民代表大会唐家璇, or 全國人民代表大會唐家璇) Standing Committee’s Vice-
Chairman Tian Jiyun (田纪云, or田紀云 ) and Foreign Minister Tang Jiaxuan (唐家璇 ).  

 It is noteworthy that, in April, the first ever Brazilian-Argentine Joint Trade Mission 
to China in history visited the PRC. 148 The head of the 12-member Argentine delegation was 
Minister of Production, J. de Mendiguren. The 110-businessmen Brazilian delegation was 
headed by S. Amaral. It goes without saying the asymmetry that existed among the two 
delegations.  

In terms of petroleum, it was then that CNPC –through PetroChina– started 
negotiations with the representative of Siderca, an Argentine leading supplier of tubes and 
related services for the energy industry149 and a subsidiary of Argentine-Italian industrial 
conglomerate Techint Group – a “leading global manufacturer and supplier of steel tubes and 
related services for the world’s energy industry” 150  and owner of Tecpetrol –another 
subsidiary of the Group, with oil and gas exploration and production activities in Argentina, 
Bolivia, Colombia, Ecuador, Mexico, Peru, Venezuela and the United States.151 The mining 
projects linked to the Belgrano railway in northwestern Argentina also atracted the interest of 

                                                      
144  “President Jiang Zemin and Argentine President Eduardo Duhalde Exchanged Greetings on the 30th 
Anniversary of the Establishment of Diplomatic Relations Between the Two Countries”- People’s Republic of 
China Ministry of Foreign Affairs Website (February 20, 2002) 
http://www.fmprc.gov.cn/eng/wjb/zzjg/ldmzs/gjlb/3453/3455/t17337.htm (accessed June 18, 2008) 
145 Ibid.  
146 Oppenheimer, Cuentos Chinos: el engaño de Washington, la mentira populista y la esperanza de América 
Latina, 174. 
147 Sergio Cesarín, China se avecina: el Ying y el Yang de una potencia emergente (Buenos Aires: Capital 
Intelectual, 2006), 117. (translation by the author) 
148 Alejandro Rebossio, “China compra lácteos al país a cambio de tecnología”, La Nación, April 6, 2002.   
http://www.lanacion.com.ar/386494-china-compra-lacteos-del-pais-a-cambio-de-tecnologia  
149 Tenaris-Siderca 
http://www.tenaris.com/en/tenarisworldwide/southamerica/argentina.aspx (accessed October 3, 2011). 
150 Techint Group 
http://www.techint.com/en/default.aspx (accessed October 3, 2011). 
151 Tecpetrol 
http://www.techint.com/en/tecpetrol.aspx (accessed October 3, 2011). 

http://www.fmprc.gov.cn/eng/wjb/zzjg/ldmzs/gjlb/3453/3455/t17337.htm
http://www.lanacion.com.ar/386494-china-compra-lacteos-del-pais-a-cambio-de-tecnologia
http://www.tenaris.com/en/tenarisworldwide/southamerica/argentina.aspx
http://www.techint.com/en/default.aspx
http://www.techint.com/en/tecpetrol.aspx


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                                   Chapter 5  
                                                                                                                                  Sino-Argentine Energy Policy  

 
 

335 

Chinese entrepreneurs.152 The delegation headed by de Mendiguren negotiated 4 protocols 
that had been delayed, concluding 2 of them (on beef, fruits and vegetables) and with the 
other two still having some details to be taken care of by the ministries of Foreign Affairs. 

In September, it was the 10th anniversary of the passing of Law 24.145 passed in 1992, 
which transferred the control of hydrocarbons resources to the provinces and  transformed 
Argentina’s NOC, YPF, into a private company, a “corporation” (YPF S.A.) (Titles II and III, 
Arts. 6-24).153 

In October, Foreign Minister Tang Jiaxuan (唐家璇) also visited Argentina, upon an 
invitation made by his Argentine counterpart C. Ruckauf. During Mr. Tang’s visit, an 
Agreement on Cooperation was signed between the Foreign Affairs University of the PRC 
and the Foreign Affairs College of the Foreign Ministry of Argentina. 

In December, China was ranking 5th among Argentina’s largest trade partners, behind 
Brazil, the US, Chile and Spain.   

In terms of the environmental benefits or renewable energy sources –such as biofuels 
and other agro-energy sources, Argentina’s General Environmental Law (Ley General del 
Ambiente 25.675) was passed on November 6, 2002. The law states that Argentina must 
comply with the objectives of ensuring the preservation, conservation, recovery and 
improvement of the quality of environmental resources in the implementation of the various 
human activities. Agro-energy can produce opportunities for rural development, revitalizing 
regional economies, improving export opportunities, with promotion of research and 
technology transfer, incentives to projects, and new jobs. Moreover, it is necessary to 
consider issues related to food safety, environmental protection, natural resources and 
biodiversity that should be considered, as well as externalities and social effects.  

Succinctly put, the law establishes, on its Article 1, the minimum requirements for 
“achieving a sustainable and sound management of the environment, the preservation and 
protection of biodiversity and the implementation of sustainable development.” 154 Article 4 
establishes the principles on which environmental policy is based, such as the principle of 
compatibility (congruence), the precautionary principle (trying to prevent negative effects on 
the environment and its degradation), the principle of intergenerational equity (to preserve the 
environment, in order for it to be enjoyed by present and future generations), the progressive 
principle (seeking gradual achievement of environmental objectives), the principle of 
accountability (responsibility for degradation), the principle of subsidiarity principle (giving 
the state the duty to complement actions of individuals in the preservation and environmental 
protection), the principle of sustainability (according to which the economic and social 
development and exploitation of natural resources must be made through proper management 
of the environment, in such a way that does not compromise the possibilities of present and 
                                                      
152 The Belgrano railway would attract the interest of a Chinese-Argentine joint-venture -formed by the leading 
soy-bean refinery Sanhe Hopefull Grain & Oil Group Co. Ltd. (三河汇福粮油集团有限公司) and its Argentine 
counterpart, the Macri Group, plus other minor partners- is in charge of repairing part of the Argentine section 
of the railway the Corridor will use. See http://www.hope-full.com.cn/eshow.asp   
See “Gobernador argentino recibe a empresario chino” –  Xinhua – April 25, 2006.  
http://www.spanish.xinhuanet.com/spanish/2006-04/25/content_245337.htm  (accessed June 22, 2008). 
See also “Macri afina costos para reactivar el Belgrano cargas,” El Tribuno, November 17,  2005, 4.  
153 “Ley 24.145” – Ministerio de Economía de la República Argentina.   
http://mepriv.mecon.gov.ar/Normas/24145.htm  
154 “Ley General del Ambiente 25.675” – Organismo Provincial para el Desarrollo Sostenible (OPDS). 
http://www.opds.gba.gov.ar/index.php/leyes/ver/95  

http://www.hope-full.com.cn/eshow.asp
http://www.spanish.xinhuanet.com/spanish/2006-04/25/content_245337.htm
http://mepriv.mecon.gov.ar/Normas/24145.htm
http://www.opds.gba.gov.ar/index.php/leyes/ver/95
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future generations), the principle of solidarity (making the federal and provincial 
governments responsible for the prevention and mitigation of adverse, trans-boundary 
environmental impacts of their own actions) and, finally, the principle of cooperation 
(according to which natural resources and eco-systems must be used and shared equitably and 
rationally, and  the trans-boundary effects of environmental emergencies jointly treated and 
mitigated). 

In 2003, Argentina overtook Brazil and became China’s top Latin American supplier. 
Despite this, both countries accounted for merely 0.59% of China’s total oil imports (worth 
US$ 0.024 bn) and (0.54%, US$ 0.022 bn), respectively.155 

In terms of bilateral trade, it became evident the major role that Chinese demand had 
been playing in contributing to Argentina’s recovery from the major economic crisis it had 
suffered at the turn of the century. Indeed, “after Duhalde, the country had been benefiting 
from several external factors –the increase the prices of raw materials Argentina was 
producing, the ever-larger amounts of commodities China was buying from Argentina and 
the internationally low interest rates”156  Thus, “by 2003, after one of the worst crises the 
country had ever experienced, a recovery was under way, the economy having rebounded 
after hitting rock bottom in 2001.”157  

In this regard, a Report by Brazilian bank Itaú BBA on Brazil-Argentina trade 
relations pointed out that “between 2003 and 2011, Argentina’s economy grew by 6.0% per 
year on average. In addition, the country accumulated current account surpluses, increasing 
its international reserves. These years of strong growth filled spare capacity and put pressure 
on prices. Inflation rose to high levels but stabilized following the intervention in the 
currency depreciation rate.”158 

It was this year that both China and Argentina were to have new presidents –just like 
in Brazil. On March 15, Hu Jintao became President of the PRC and, on May 25, 2003, N. 
Kirchner also became President of Argentina.159  

In terms of biofuels, it was also in May that Don Mario, 160  a leading soybean 
producers and “a renowned agribusiness company leader in the Argentinean soybean sector 
                                                      
155 Observatory of Economic Complexity Massachusetts Institute of Technology (MIT)–UN COMTRADE 
http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2003/  
156 Oppenheimer, Cuentos Chinos: el engaño de Washington, la mentira populista y la esperanza de América 
Latina, 174. 
157 “Country Profile: Argentina”-  BBC – 2008.  
http://news.bbc.co.uk/2/hi/americas/country_profiles/1192478.stm (accessed June 20, 2008). 
158 “Brazil-Argentina trade relations: a brief history and a look at recent developments”– Itaú BBA – May 28, 
2013.  
https://www.itau.com.br/itaubba-en/economic-analysis/publications/macro-vision/brazil-argentina-trade-
relations-a-brief-history-and-a-look-at-recent-developments (accessed May 29, 2013).  
159 In the presidential elections held in April, N. Kirchner –who would led the country between 2003 and 2007– 
performed quite poorly and, as a matter of fact, finished second, obtaining only 22% of the votes emitted. His 
rival, former president Menem, was the most voted candidate in the elections –but obtaining a mere 24% of the 
votes in the first round. Given that the Argentine Constitution establishes a mandatory second round of elections 
in which no presidential candidate obtains a specific percentage of the votes validly emitted, Menem declined to 
take part in the second round, and with his withdrawal he deprived Kirchner of the possibility of actually 
achieving an electoral victory and, eventually, he had to be sworn-in having “won the elections by default”. See 
“Kirchner: President by default”–BBC–May 13, 2003. 
http://news.bbc.co.uk/2/hi/americas/2981797.stm ( May 13, 2003) (accessed June 20, 2008). 
160 See Don Mario Semillas 
http://www.donmario.com/v3/index.php/donmariomas-chacabuco/ (accessed November 9, 2010). 

http://atlas.media.mit.edu/explore/tree_map/import/chn/show/2709/2003/
http://news.bbc.co.uk/2/hi/americas/country_profiles/1192478.stm
https://www.itau.com.br/itaubba-en/economic-analysis/publications/macro-vision/brazil-argentina-trade-relations-a-brief-history-and-a-look-at-recent-developments
https://www.itau.com.br/itaubba-en/economic-analysis/publications/macro-vision/brazil-argentina-trade-relations-a-brief-history-and-a-look-at-recent-developments
http://news.bbc.co.uk/2/hi/americas/2981797.stm
http://www.donmario.com/v3/index.php/donmariomas-chacabuco/
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since 1980”, … supported the development of “Argentina’s first soybean-based biodiesel 
production plant of industrial scale” 161, designed by E. Defferrari162 in Chacabuco, Buenos 
Aires province, thus kicking off the development of the country’s alternative fuel with the 
most potential. 

In December, the PRC was ranking 4th among the trade partners of Argentina, having 
overtaken Spain and raking behind Brazil, Chile and the US. Argentine exports to the PRC 
had increased 125.3 % in 2003, with the Argentine economy growing 9%, when compared 
with the amounts they reached in 2002. 

The year 2004 was exceptional in terms of presidential diplomacy and of bilateral 
relations, as aforementioned in Chapter 3 and 4. Reciprocal State visits reached a record 
number, with both Argentine and Chinese presidents visiting each other in June and 
November, respectively, and it was the year in which the China-Argentina strategic 
partnership was established. Coincidentally or not, it was also then that China became the 
world’s second largest oil consumer and importer in 2004.163 

In June, the PRC’s Minister of Commerce Bo Xilai (薄熙来, or薄熙來) visited 
Argentina and, towards the end of the month, President Kirchner traveled to China on his 1st 
State visit, which would last from June 28 to July 2.164 In this regard, it has been pointed out 
that “the importance of China for Kirchner is reflected in the fact that the PRC was the only 
Asian country visited by the Argentine president during his administration.”165 This, however, 
would not prevent that, after Kirchner’s wife and successor, C. Fernández de Kirchner, took 
office in 2007, China faded from the foreign relations agenda of her administration.  

Kirchner’s visit was described by Foreign Minister R. Bielsa as “having the goal of 
strengthening the solid ties that we have with the PRC”166 –with which “Argentina was the 
first Latin American country to have commercial ties with”167– defining it as “a clear signal 
of the value the Kirchner administration gives to the opening and development of non-
traditional markets for the Argentine exports”168, as well as an indicator of the “importance 
that the positioning of the country in the international stage has for the Argentine 
government.”169 In other words, Bielsa was acknowledging was the fact that the “Argentine 
economy had already recovered of its collapse thanks to the growth of the global economy 
and –above all– to China’s purchases”170 of Argentine commodities. Both presidents signed 

                                                      
161 “ePlus: a world wide supplier for renewable energy solutions” – ePLus Renewable Energy Solutions 
http://www.eplusenergy.com  
http://www.biofuelskeyplayer.com.ar/Download/Cap21.pdf  (accessed November 17, 2012). 
162 Kelly Hearn, “How South American biofuels are gaining steam, and why that freaks the U.S. out “, Grist, 
December 16, 2005.  
http://grist.org/article/hearn/ 
163 Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy toward Latin America, 91. 
164 Kirchner’s visit to China was highlighted in the Chinese media as reflecting the interest of the leaders of 
Brazil and Argentine in improving relations with China. See “Lula to boost Brazil-China Alliance” – China 
Daily Mail – May 24, 2004.  
http://www.china.org.cn/english/international/96134.htm (accessed May 25, 2005). 
165 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China, 448.  
166 “Un viaje de aproximación,” La Nación, June 1, 2004, 7. 
167 Ibid. 
168 Ibid. 
169 Ibid. 
170 Oppenheimer, Cuentos Chinos: el engaño de Washington, la mentira populista y la esperanza de América 
Latina, 175. (translation by the author).  

http://www.eplusenergy.com/
http://www.biofuelskeyplayer.com.ar/Download/Cap21.pdf
http://grist.org/article/hearn/
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several cooperative agreements, covering areas such as investment and agriculture, culture, 
civil aviation and public health.   

The visit was described by the Argentine media as “the opening of a new chapter in 
Argentina’s trade policy.”171 This, however, did not prevent Kirchner from inflecting severe 
damage to the bilateral relations with China during Hu’s State visit in November.  

On October 20, Law 25.943 –creating ENARSA (Energía Argentina S.A., 阿根廷能

源 公司, the Argentine energy SOE)–172 was passed. It established that the new company 
would be in charge of exploration and exploitation of hydrocarbon reserves –solid, liquid or 
gas, by itself, through third parties or associated to third parties– and of their transport, 
distribution, marketing and industrialization. Potentially most importantly, the law gave 
ENARSA the licenses for exploration and exploitation of over 80 off-shore areas (currently 
believed to contain similar reserves as the Brazilian pre-salt oilfields examined in Chapter 4) 
as well as the faculty to intervene in the market in order to prevent abuses by monopolies or 
oligopolies. As regards the stake holders, the law gave the Argentine federal government a 
53% stake, the provincial governments 12% and established that a 35% share would be 
traded in the stock market, highlighting that the main asset is the “ownership of all rights of 
supervision and concessions of exploitation of offshore energy resources” –i. e. all kinds of 
fossil fuels that are or may be found in the maritime platform.  

The law was published on November 3, establishing that, 30 days after –i.e., 
December 2– the company should be operating. Thus, on November 8, Minister de Vido sent 
the social statutes of ENARSA to the Legal and Technical Secretary of the Argentine 
Presidential Office. This was the first stage of the process that should finish on December 2, 
when the company had to start operating. Upon being ratified by the Presidential Office, 
ENARSA would be registered as a private corporation in the Justice Inspection Agency, and 
then its first board meeting would be called. By then, each of the Argentine provinces should 
have appointed its two representatives to ENARSA, who would join the representatives of the 
federal state (who were A. Ferrer, L. Corsiglia, J. Haiek and, as president, E. Espinoza). At 
the board meeting, the organization of the company would be determined, which would allow 
to hire staff and start operating.173  

Also in October, the CEO of ENARSA E. Espinoza –a former Repsol YPF executive, 
former Secretary of Energy of Chubut province– paid a 10-day visit to China looking for 
investors and possible partners for the company, including onshore and offshore oil and gas 
exploration and exploitation.174 This study points out that, as his efforts in the PRC did not 
bear fruit, towards the end of the month Espinoza travelled twice to Venezuela –on October 
23 (accompanying Argentine Minister of Federal Planning, J. de Vido) and, again, on 
October 26– to try to convince PdVSA (委内瑞拉石油公司) to invest in ENARSA.175 As a 
result of these negotiations, in February 2005, Venezuelan President Chávez announced that 
the joint venture between PdVSA and ENARSA would have 600 service stations across 
Argentina. As only two were opened, the Venezuelan company pointed out that it was more 

                                                      
171 “La receta de China,” La Nación, June 1st, 2004.  
172 “Ley 25943–Energía Argentina S.A.”–Legislative Information–Ministry of Economy and Public Finance 
http://www.infoleg.gov.ar/infolegInternet/verNorma.do?id=100591 (accessed November 9, 2010). 
173 Marcelo Canton, “Buscan en China negocios en inversiones para Enarsa”, Clarín, November 7, 2004.  
http://edant.clarin.com/diario/2004/11/07/elpais/p-01401.htm  (accessed November 9, 2010). 
174 “Buscan en China inversores para Enarsa” – Los Andes – November 7, 2004.  
http://www.losandes.com.ar/notas/2004/11/7/economia-132661.asp  (accessed November 9, 2010). 
175 See note 173 above. 
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interested in its “strategic presence in Argentina” rather than in doing business. Despite the 
subsidies the JV had received from the Argentine government– the two stations had closed by 
November 2010.176  

In terms of presidential diplomacy and energy cooperation, President Hu would pay 
State visits to Brazil, Argentina, Chile and Cuba from November 11th to 23rd, as well as 
attend the 12th APEC Economic Leaders Meeting that was going to be held in Santiago, Chile. 
Even before the arrival of the Chinese delegation to Argentina, when Hu was still in Brazil, 
Kirchner intentionally leaked inaccurate information to the press regarding the figures that 
the Chinese government was supposed to be considering investing in Argentina, and which 
had to be clarified by the Chinese delegation.  

Indeed, when knowing about the remarks of Mr. Kirchner, the Vice Minister of 
Information of the PRC, Li Bing, found himself in the need to diplomatically state that, 
“before leaving my country, I did not hear this information.”177  Along the same lines, the 
General Director of the Information Office of the State Council, Yang Yang, said that, 
although China was still analyzing the investments to be made in Argentina, the figures that 
were being mention “did not correspond to very reasonable expectations”.178 In Beijing, the 
spokesman of the Chinese Ministry of Foreign Affairs, Zhang Qiyue, released a statement 
noting that “officials of the Argentine government itself had already denied”179 the supposed 
amount of the Chinese investments in the country. Needless to say, this proved to be a turning 
point that had lasting, deep and sour repercussions in the bilateral relation.  

When realizing –or, perhaps more accurately, when suspecting– the magnitude of the 
damage done, and unwilling to face the consequences, the Kirchner administration decided to 
–quite predictably– blame the media, denying any wrongdoing on its part, with Kirchner 
arguing that “the whole issue was just a “novel” created by the media.”180 Needless to say, 
such a contention can hardly be accepted as a sound and valid argument for explaining the 
unanimous reaction that all major Argentine newspapers –from the complete ideological 
spectrum, conservative, liberal, center, right or left-oriented– had by publishing the 
information as directly obtained from the Presidential Office and as Kirchner’s own words.181  
Indeed, it has been pointed out that “those announcements were denied by the Chinese 
authorities and, according to some key informants, they constituted a diplomatic mistake 
which damaged bilateral relation in the field of FDI.182 As pointed out in previous studies, the 
underlying reasons behind the Kirchner administration’s decision of leaking the inaccurate 
                                                      
176 Diego Cabot, “Enarsa: la aspiradora de fondos que casi no produce petróleo”, La Nación, April 1, 2013.  
http://www.lanacion.com.ar/1568691-enarsa-la-aspiradora-de-fondos-que-casi-no-produce-petroleo 
Pablo Fernández Blanco, “La filial local de Petróleos de Venezuela, con números críticos pese a la ayuda 
argentina”, La Nación, March 30, 2013.     
http://www.lanacion.com.ar/1568061-la-filial-local-de-petroleos-de-venezuela-con-numeros-criticos-pese-a-la-
ayuda-argentina  
177 See note 83 above.  
178 Ibid.  
179 “Para Kirchner, fue una novela,” Página 12, November 10, 2004. 
http://www.pagina12.com.ar/diario/elpais/1-43415.html (accessed November 10, 2004). 
180 “Para Kirchner todo resultó una "novela" de los medios,” La Nación, November 10, 2004. 
http://www.lanacion.com.ar/652761 (accessed November 10, 2004). 
181 In a literal translation, it was reported that the leak had filtered to the media “from Kirchner’s own mouth,” in 
“La culpa la tuvo el cartero,” Página 12, November 11, 2004. 
http://www.pagina12.com.ar/diario/elpais/1-43456-2004-11-11.html (accessed November 11, 2004). 
182 Andrés López and Daniela  Ramos, “A study of the Impact of China’s Global Expansion on Argentina”, 
Working Paper No. 1 (London: World Economy and Finance Research Program, 2008): 5.  
http://www.uea.ac.uk/polopoly_fs/1.113467!1%20ARGENTINA%20General.pdf   
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news to the press were never made public and remain unclear at the time of writing. What –
unfortunately– was crystal clear then -and has become even clearer with each passing day- is 
the fact that, as could have been predicted, such a leak provoked unnecessary discomfort and 
gratuitous uneasiness among the Chinese delegation, as well as it caused a reaction that, 
understandably, was far from being good. Not surprisingly, it stirred up severe criticism from 
common people, scholars, businessmen and opposition parties as well.183  

Despite the tension, Hu obtained what he had come to get: Argentina’s recognition of 
China’s full market economy status, which was, first, agreed by both presidents and, second, 
formally reflected by the Foreign Ministers Bielsa and Li Zhaoxing (李肇星) on the MOU 
(Memorándum de entendimiento entre la República Argentina y la República Popular China 
sobre Cooperación en Materia de Comercio e Inversiones) signed in Buenos Aires on 
November 17, 2004.  Interestingly, and as aforementioned, Argentina’s recognition of 
China’s full market-economy status –also recognized by Brazil and, later, by Chile– differs 
from the WTO definition of the PRC, which economy is considered as being in “transition” 
from “planned-economy” to “market-economy”, having even been characterized as a “non 
market’ economy by the Asia Times.184 The recognition was expected to be very beneficial to 
the PRC in its trade with Argentina, one of the countries that more anti-dumping measures 
was –and, up to a point still is– imposing to Chinese products. 

Argentina also benefited, since the status of the China-Argentina relation was elevated 
from “full-range cooperative” to “strategic,” 185  to consolidate political and economic 
cooperation. It is worth noting that the upgrading of the bilateral relationship had occurred 
eleven years after Brazil had become a “strategic partner” of the PRC, which gives a clear 
idea of the different strategic relevance and politico-economic importance of these countries. 
Kirchner underlined the importance than China has for Argentina as a “strategic cooperation 
partner”. The reaction of the Argentine president was predictable. Indeed, it could not have 
really been any different, since, reportedly, “Hu Jintao offered $18 billion to Argentina to 
help forgive its national debt in exchange for Buenos Aires recognition of China as a “market 
economy”.”186 

 Along these lines, Oviedo has noted some differences between the MOUs signed by 
Hu in Brazil and Argentina: on the one hand, the China-Brazil MOU of November 12, 
referred to the previous status of bilateral relations, was signed “in order to actively promote 
the development of the strategic partnership” (that, as aforementioned, had been established 
in 1993). On the other hand, in the China-Argentina MOU of November 17, there was 
“something new, the concept of “strategic relations” (not partnership). Indeed, the MOU 
made an explicit reference to the “establishment and development of a strategic relation 
between the two nations.”187 

Moreover, the two governments signed a number of MOUs –such as the program 
regarding the approval for groups of Chinese tourists to visit Argentina –in its new character 
of “approved Chinese group travelers destination”, in spite of the fact that, at the time of 
writing, it has not had a real impact on the tourist flows from China– and the memorandum 
establishing bilateral cooperation in railways projects –which was equally welcomed by 

                                                      
183 Uriburu Quintana, The Argentine-China Relations: a Peripheral Realist Analysis, 64-66. 
184 “Brazil puts stamp of ‘market’ on China”, Asia Times, November 16, 2004.  
http://www.atimes.com/atimes/China/FK16Ad02.html (accessed June 20, 2008).  
185 Teng, “Hegemony or Partneship: China’s Strategy and Diplomacy Toward Latin America,” 103. 
186 Hsiang, “China Challenges US in Latin America”, 137.  
187 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 458. 
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prominent local businessmen and several provincial governors, since it would be highly 
beneficial for the remote North-Western provinces– education programs and technological 
cooperation on the peaceful use of outer space.188 

In terms of trade dependence, China was “Argentina’s fourth largest trade partner 
since 2004… the first destination of the Argentine exports to Asia and… the most important 
buyer of soybeans and soybean sub-products (56% of the Argentine sales have China as it 
destination).”189 

 Lastly, it is noteworthy that, on December 2, and as it had been expected, the 
Argentine energy SOE ENARSA was legally established and officially started operating. 
Only a few days later, and as aforementioned in Chapter 1 and 4, the SCN adopted the Cusco 
and Ayaucho Declarations on December 8-9, respectively, which would have important 
implications given the emphasis that SCN –and, alter, UNASUR– would put on regional 
energy integration, making it a central objective of these institutions.190 In this regard, this 
study points out that Argentina could have benefited of Brazil’s interest in promoting the role 
that biofuels could play in energy integration, given that both countries are the largest 
producers and exporters or ethanol and biodiesel in the region, ranking also prominently at 
the global level.  

In 2005, Kirchner started implementing his decision about the two annual visits that 
the Argentine Foreign Minister would pay to China. Therefore, Minister Bielsa paid the first 
of his two annual visits to the PRC in March –the second would take place in November.191 

In terms of Argentine relations with the US, it it noteworthy that it was in November 
2005 that Kirchner hosted the Summit of the Americas, held in Mar del Plata (馬德普拉塔), 
Argentina, on November 4–5. At this event, Kirchner notorious and publicly “mistreated” 
Bush by making very sharp critics to the Free Trade Area of the America (FTAA, 美洲自由

貿易區), while simultaneously offering Venezuelan President Chávez a platform to do the 
same, which was called “the Anti-Summit.”192 According to Russell, “undoubtedly, Mar del 
Plata marked a turn for the worse for bilateral relations. Washington was left with a bitter 
taste, which would linger until the end of Kirchner’s presidency. Thereafter, the Argentine 
president would be seen as politically unpredictable and unreliable.”193  

 On December 15, Kirchner announced the country’s debt restructuring with the IMF, 
paying the US$ 9.8 billion debt the country had with it using Central Bank reserves.  

In terms of energy, and in another example of the atypical way in which Argentine 
governments usually behave, it was also in March that Kirchner declared a “national boycott” 

                                                      
188 “Conversation between Hu Jintao and the Argentine President”- People’s Republic of China Embassy in the 
Argentine Republic Website. 
http://ar.chineseembassy.org/esp/zagx/t210395.htm  (accessed April 28, 2008).  
189 Cesarín, China se avecina: el Ying y el Yang de una potencia emergente, 117. (translation by the author) 
190 Campodónico, “An Energy Panorama of Latin America”, 655. 
191 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 461. 
192 Carlos Pagni, “La Argentina, un país aislado sin que nadie lo haya excluído”, La Nación, May 26, 2013.    
http://www.lanacion.com.ar/1585511-la-argentina-un-pais-aislado-sin-que-nadie-lo-haya-excluido  
Carlos Pagni, “Mucho más que un espejo”, La Nación, March 6, 2013.    
http://www.agrositio.com/vertext/vertext.asp?id=142008&se=14  
193 Roberto Russell, “Argentina and the United States: a Distant Relationship”, in Contemporary U.S.-Latin 
American Relations: Cooperation or Conflict in the 21st Century?, ed. J. I. Domínguez and R. Fernández de 
Castro (New York: Routledge, 2010): 112-114. 
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against oil multinational Royal Dutch Shell plc. (荷蘭皇家殼牌 ), on the grounds of 
supposedly “inordinate” increases in fuel prices that had been announced by the company 
(and which, as a matter of fact, were to range between 2.6% and 4.2%).194 The price rises had 
been decided in Shell headquarters in London, mainly due to the fact that the price of crude 
oil was over US$ 55 a barrel. Shell’s move was followed by Esso –which was also threatened 
with a boycott–195 and, a few days later, Petrobras and Repsol also decided to increase their 
prices, in spite of the oil sector’s growing concern about future presidential reactions.196  

However, the presidentially-declared boycott to Shell caused it to suffer an estimated 
overall sales reduction of 40%, and, in April the company decided to return to the original 
prices, in what was then considered as a victory by the government.197  In addition to that, 
Argentina’s Secretary of Interior Commerce G. Moreno imposed over 90 fines to the Anglo-
Dutch company, with some of them including criminal complaints against Shell’s CEO, J.J. 
Aranguren. However, the Argentine courts –including the country’s Supreme Court– either 
acquitted Aranguren of most of them or rejected them.  

Moreover, subtler connections could be said to have existed between the March 
boycott and the Argentine government’s attempts to put pressure on Shell to make it sell its 
assets in Argentina (including its refinery and the 930 Shell petrol stations throughout the 
country) to PDVSA, the Venezuelan NOC. Venezuela’s president, Hugo Chávez, was a very 
close ally of the Argentine government, and the leaders of both countries had plans of 
associating PDVSA with ENARSA. These attempts had taken place until February 2005, 
when Shell announced that the deal was off due to the fact that it would stay in Argentina and 
that its assets in the country were not for sale.198 

In April, the CEO of ENARSA, E. Espinoza, announced that representatives of 
private Chinese oil companies that had already made contact with the NOC in order to 
conduct off-shore exploratory activities would visit Argentina in May. 199  He avoided 
specifying the dates in which the Chinese investments would be made. Eventually, nothing 
happened, although in 2011 and 2012 ENARSA would again try to attract the attention of 
                                                      
194 For further details, please refer to Marcelo Canton, “El Presidente convocó a un boicot contra la petrolera 
Shell”, Clarín, March 11, 2005. 
http://edant.clarin.com/diario/2005/03/11/elpais/p-00301.htm (accessed August 30, 2010).    
See also: Mariano Obarrio and Marcelo Sainz, “Llamó Kirchner a un boicot contra la petrolera Shell”, La 
Nación, March 11, 2005.   
http://www.lanacion.com.ar/686537-llamo-kirchner-a-un-boicot-contra-la-petrolera-shell (accessed August 30, 
2010). 
195 David Cufré, “El boicot se extenderá a ESSO”, Página 12, April 13, 2005.  
http://www.pagina12.com.ar/diario/economia/2-48421-2005-03-13.html (accessed August 30, 2010). 
196 Francisco Olivera, “Preocupación y malestar en empresas del sector”, La Nación, March 11, 2005.   
http://www.lanacion.com.ar/686538-preocupacion-y-malestar-en-empresas-del-sector (accessed August 28, 
2010).    
197 Claudio Scarletta, “Shell perdió la batalla del boicot”, Página 12, April 7, 2005.  
http://www.pagina12.com.ar/diario/elpais/1-49423-2005-04-07.html (accessed August 30, 2010).  
198 Francisco Olivera, “Juan José Arangure: un petrolero contra los molinos de viento”, La Nación, July 8, 2010. 
http://www.lanacion.com.ar/923780-juan-jose-aranguren-un-petrolero-contra-los-molinos-de-viento  
199 “Enarsa buscará crudo en el mar junto a otras petroleras” – Clarín – April 26, 2005. 
  http://edant.clarin.com/diario/2005/04/26/elpais/p-01601.htm 
“Enarsa no pierde las esperanzas” – Press Release - ENARSA 
http://www.enarsa.com.ar/index.php/es/comunicadosenarsa/173-18-enarsa-no-pierde-las-esperanzas  
Marcelo Zlotogwiazda, “Se vienen los chinos”, Página 12, September 19, 2005.   
http://www.pagina12.com.ar/diario/elpais/subnotas/56719-18836-2005-09-19.html  
Marcelo Zlotogwiazda, “Lo de la falta de reservas es histeria”, Página 12, September 19, 2005.   
http://www.pagina12.com.ar/diario/elpais/1-56719-2005-09-19.html   

http://edant.clarin.com/diario/2005/03/11/elpais/p-00301.htm
http://www.lanacion.com.ar/686537-llamo-kirchner-a-un-boicot-contra-la-petrolera-shell
http://www.pagina12.com.ar/diario/economia/2-48421-2005-03-13.html
http://www.lanacion.com.ar/686538-preocupacion-y-malestar-en-empresas-del-sector
http://www.pagina12.com.ar/diario/elpais/1-49423-2005-04-07.html
http://www.lanacion.com.ar/923780-juan-jose-aranguren-un-petrolero-contra-los-molinos-de-viento
http://edant.clarin.com/diario/2005/04/26/elpais/p-01601.htm
http://www.enarsa.com.ar/index.php/es/comunicadosenarsa/173-18-enarsa-no-pierde-las-esperanzas
http://www.pagina12.com.ar/diario/elpais/subnotas/56719-18836-2005-09-19.html
http://www.pagina12.com.ar/diario/elpais/1-56719-2005-09-19.html


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                                   Chapter 5  
                                                                                                                                  Sino-Argentine Energy Policy  

 
 

343 

Chinese oil companies. Towards the end of the year, the Kichner administration had decided 
to stop diesel exports in 2005, according to Repsol.200 

In November, Foreign Minister Bielsa travelled to the PRC and visited his Chinese 
counterpart, Li Zhaoxing (李肇星 ), in what might have considered an initial contribution of 
the Kirchner administration to relieve some of the existing tension it had created the previous 
year. The gesture was far from being considered as a sign of regret, but just as an attempt to 
relieve the strained relation. Both ministers exchanged views “on bilateral relations and 
international and regional issues of common interest”201, as well as “indicated that they will 
further implement important consensus reached between leaders of the two countries on 
stablishing and developing bilateral strategic partnership. 

In 2006, and with regard to high-level bilateral visits, Vice President D. Scioli 
accepted the invitation of his Chinese counterpart Zeng Qinghong (曾慶紅) and visited the 
PRC from October 25 to 28. During his visit, Scioli pointed out that “Argentina-China 
relations are at a stage of sound development and Argentina gives priority to the relations 
with China in its foreign policy.”202 

It was also in October this year that Secretary of Domestic Trade, G. Moreno, “started 
intervening in Argentina’s grains market… with every measure that he adopted being the 
opposite of what needed to be done and what those who know better were telling him to: 
when the export taxes should have been lifted, in order to make wheat competitive vis-à-vis 
soybeans, he raised them. When the exports should have been opened and fostered, in order 
to take advantage of high international prices, he closed them by imposing non-automatic 
export licenses. When drought hit the country, and instead of subsidizing the farmers, he 
decided to give millionaire subsidies to the big companies.”203 Moreno’s intervention in the 
soybean market first, and on the manipulation of the rise of the export tax that biofuels pay –
raising it from 14.2% to 24.2% in later years– would prove to be “disastrous” for the 
Argentine economy, according to the opinion of a number of interviewees.  

Succinctly put, Secretary Moreno –based on the US$ 2 billion that biofuels exports 
accounted for yearly– decided to generate more revenues for the government by raising the 
biofuels export tax –from 14.2% to 24.2%– eliminating subsidies and tax returns –of about 
10%– and suspending the increase in the proportion of biodiesel to be blend with mineral 
diesel from B7 to B10, which should had taken place in July 2012.204 It was then that Moreno 

                                                      
200 Cathy Chan, Juan Pablo Spinetto and Matthew Craze, “China’s CNPC, CONC Group said to seek stake in 
Repsol’s YPF”, Bloomberg, July 3, 2009. 
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aZq2xVbh.Gt4 
201 “Bilateral Relations”- People’s Republic of China Ministry of Foreign Affairs Website-  
http://www.fmprc.gov.cn/eng/wjb/zzjg/ldmzs/gjlb/3453/3455/t223778.htm (accessed June 20, 2008). 
“China, Argentina Enhance Infrastructure, Agriculture Cooperation” – China Internet Information Center –
November 24, 2005.  http://www.china.org.cn/english/2005/Nov/149814.htm  
202 “Chinese, Argentine vice presidents holds talks” – People’s Daily – October 26, 2006.  
http://english.peopledaily.com.cn/200610/26/eng20061026_315103.html   
203 Matías Longoni, “Hay soja para China y falta trigo para nosotros”, Clarín, October 22, 2013.  
http://www.clarin.com/politica/soja-China-falta-trigo_0_1015698486.html (accessed October 22, 2013).  
Also, see the non-automatic export licenses (ROE): “Más ROE, más distorsión, menos mercado y menos trigo” 
– Confederaciones Rurales Argentinas (CRA)      
http://www.cra.org.ar/0/vnc/nota.vnc?id=3187   (accessed October 22, 2013). 
204 By taking into consideration biodiesel’s production costs and profit margin for production, it turns out that 
the biodiesel business can only be justified if it aims to the external market, mainly due to the difference 
between the existing tax to soybean oil exports (32% until 2008) and the conversion of the oil into biodiesel 
(taxed with a much lower 2.5% export tax).  

http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aZq2xVbh.Gt4
http://www.fmprc.gov.cn/eng/wjb/zzjg/ldmzs/gjlb/3453/3455/t223778.htm
http://www.china.org.cn/english/2005/Nov/149814.htm
http://english.peopledaily.com.cn/200610/26/eng20061026_315103.html
http://www.clarin.com/politica/soja-China-falta-trigo_0_1015698486.html
http://www.cra.org.ar/0/vnc/nota.vnc?id=3187
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took the National Biofuels Program away from the sphere of the Ministry of Planning  (where 
the originally belonged and had worked well) and placed it under the common orbit of three 
different ministries –of Economy, of Industry and of Planning, creating the so-called 
Interdisciplinary Monitoring Executive Unit to monitor it.  

As it becomes evident towards the end of the observed period, Moreno would 
represent a formidable obstacle for the development of the biofuels industry in Argentina, to 
the point that one of the interviewees met in Buenos Aires referred to the Secretary Moreno 
as “having aversion to biofuels”, and as “preferring to finish” with the biofuel industry.205 As 
pointed out by another interviewee, this revealed that the lack of coherence between “policy 
making” and “policy implementation” is crucial, particularly in terms of energy policy.206   

 In terms of bilateral relations, it was in November that the new Argentine Foreign 
Minister J. Taiana to visit the PRC, in a trip that took him to Shanghai and Nanjing, and 
concluded in Beijing.  

Towards the end of 2006, the bilateral trade relation suffered from new turbulence. In 
December, the Secretary of International Economic Relations at the Argentine MOFA, 
Alfredo Chiaradia, pointed out that the bilateral relation was “in collision course”207 pointing 
out that Argentine businessmen were pressing the government to open dumping 
investigations on certain Chinese products. 

In terms of biodiesel regulation, the Argentine Congress passed important laws in 
2006. On April 19, the so-called “Biofuels Law” (Law 26.093)208 was passed, regulating and 
promoting the production, consumption and sustainable use of biofuels (in a proportion of 
5%). The law defined the major concepts of “biofuels” and establised the mechanisms for 
the regulation and promotion for the production and sustainable use of biofuels. According to 
the law, by 2010 a minimum proportion of 5% of biofuels should be blend in mineral fuels –
ethanol in gasoline and biodiesel in diesel– nationwide –i.e., it made mandatory the use of B5 
and E5, respectively, across the national territory. 209  

In order to foster the production and consumption of biofuels, the law also established 
a promotional scheme, which beneficiaries would be SOEs registered in Argentina –
belonging to the federal, provincial or municipal state– or private companies in the 
agribusiness sector. The law aimed to promote regional economies and SMEs. Among other 
benefits, it included tax exemptions for machinery acquisition of infrastructure investments, 
exemption from the national tax on fuels (fossil fuels), research & development and technical 
assistance provided by the Secretary of Science, Technology and Productive Innovation; 

                                                                                                                                                                     
“Statistics: Argentine Biodiesel Exports” – Cámara Argentina de Biocombustibles (CARBIO) 
http://www.carbio.com.ar/en/?con=bio_estadisticas  (accessed March 2, 2013). 
205 Interview with Mr. Claudio Molina (Director, Argentine Association of Biofuels and Hydrogen), Buenos 
Aires, June 11, 2013.   
See also Luciano Vázquez, “Claudio Molina: Moreno prefiere terminar con los biocombustibles”, EIOL,  
January 2013.  
http://elinversoronline.com/2013/01/claudio-molina-moreno-prefiere-terminar-con-los-biocombustibles/  
206 Interview with Dr. William Fox (Dickinson School of Law, Penn State University), National Chengchi 
University, Taipei, Taiwan, May 23, 2013. 
207 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 463. 
208 “Ley 26093/2006” –Legislative Information–Ministry of Economy and Public Finances– April 19, 2006. 
http://www.infoleg.gob.ar/infolegInternet/anexos/115000-119999/116299/norma.htm 
209 Gerardo Rabinovich, “Régimen Nacional de Biocombustibles – Biodiesel”, lecture at the Argentine Energy 
Institute (IAE), Buenos Aires, August 23, 2006.   
http://www.iae.org.ar/presentaciones/presentacion14.pdf 

http://www.carbio.com.ar/en/?con=bio_estadisticas
http://elinversoronline.com/2013/01/claudio-molina-moreno-prefiere-terminar-con-los-biocombustibles/
http://www.iae.org.ar/presentaciones/presentacion14.pdf
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capital goods acquisition through the SME Under-Secretary; energy crop diversification 
assistance provided by the Secretary of Agriculture, Fisheries and Food. 

On September 6, the Secretary of Energy issued Resolution 1283/2006 210, which 
specifies the criteria that trade in fuels aimed for consumption within the national borders 
must observe.  

In December, Repsol/YPF, the Spanish-Argentinean petroleum company, announced 
investments for US$ 30 million to build the Argentinean Bio Fuel Research Center. The plant 
was expected to produce 120 thousand cubic meters of biodiesel per year, which will initially 
be combined with diesel fuel in a 5% proportion (B5). In the future, biodiesel will comprise 
10% of diesel fuel (B10). It was reported that “Repsol YPF estimates that it will begin 
making biodiesel at the plant in 2007. Repsol YPF hopes to become the first major producer 
of this renewable fuel in Argentina.”211 

Also in December, the law regulating electric power and renewable energies (Law 
26.190)212 was passed on December 27, and regulated by Decree 562/2009.213 It was also 
then that Argentine businessman Francisco Macri –father of Mauricio Macri (the mayor of 
Buenos Aires city,布宜諾斯艾利斯市 ), and who had and still has a close relation with the 
Kirchners– was appointed by the Chinese government –with which Macri also has cultivated 
a very close relation–as ‘Chinese business councilor for Latin America’.214   

The year concluded with the signature of the first biodiesel exports contract, signed by 
Oilfox (a small, private Argentinean company) on December 31. According to the agreement, 
the company would export 12.000 tons biodiesel a year. Oilfox owns to biodiesel factories 
located in the provinces of San Luis (聖路易省 ) and in Santa Fé (聖大非省) –which 
concentrates 80% of biodiesel refineries in the country.215 

Indeed, it is in Santa Fé that the largest oil-producing cluster in the world is located –
which is particularly evident in the areas of Rosario, Puerto General San Martín and 
San Lorenzo. Their infrastructure is designed specifically for export through the Paraná (巴拉 
那 河 ) and Uruguay (烏拉圭河) rivers, and the average distance from production areas to 

                                                      
210 “Resolución 1283/2006” – Secretaría de Energía y Minería – September 6, 2006. 
http://www.infoleg.gob.ar/infolegInternet/anexos/115000-119999/119840/norma.htm (accessed May 2, 2010). 
211 “Biodiesel” – Argentour Economy – December 30, 2006.  
http://www.argentour.com/en/argentina_economy/biodiesel.php (accessed April 3, 2010). 
212 “Ley 26190/2006” –Legislative Information–Ministry of Economy and Public Finances– December 27, 2006. 
http://www.infoleg.gob.ar/infolegInternet/anexos/120000-124999/123565/norma.htm (accessed April 1, 2010). 
213 “Decreto 569/2006” –Legislative Information–Ministry of Economy and Public Finances– May 15, 2009. 
http://www.infoleg.gob.ar/infolegInternet/anexos/150000-154999/153580/norma.htm  
214 It was in such capacity that, a few years later –in July 2010– Macri Sr. was the intermediary of the US$ 10 
billion agreements signed by President CFK in her 1st State Visit to China. The agreements included Chinese 
investments in railways infrastructure in the Belgrano Cargas (to be made by the China Nacional Machinery & 
Equipment Import & Export), and also the aquisition of Subway equipment by the government of the City of 
Buenos Aires –headed by his son, Mauricio Macri, the city mayor. The chief Argentine negotiator was 
Argentina’s Secretary of Transport, J. P. Schiavi –who had worked with Macri’s son, Mauricio, until 2003. See 
“Franco Macri” – Macri Group.  
http://francomacri.com.ar/category/china/ (accessed June 8, 2010). 
“China se convirtió en el segundo socio comercial de la Argentina”  
http://edicion4.com.ar/e4blog/?tag=china-se-convirtio-en-el-segundo-socio-comercial-de-argentina   
215 For further details, see “Biodiesel” – Argentour Economy – December 30, 2006.  
http://www.argentour.com/en/argentina_economy/biodiesel.php (accessed April 3, 2010). 

http://www.infoleg.gob.ar/infolegInternet/anexos/115000-119999/119840/norma.htm
http://www.argentour.com/en/argentina_economy/biodiesel.php
http://www.infoleg.gob.ar/infolegInternet/anexos/120000-124999/123565/norma.htm
http://www.infoleg.gob.ar/infolegInternet/anexos/150000-154999/153580/norma.htm
http://francomacri.com.ar/category/china/
http://edicion4.com.ar/e4blog/?tag=china-se-convirtio-en-el-segundo-socio-comercial-de-argentina
http://www.argentour.com/en/argentina_economy/biodiesel.php
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shipping ports –both public and private– is 300 kms, with the subsequent minimization of 
transportation costs and fuel consumption. 

It was in 2007 that, for the first time, Argentina –traditionally Atlantic-oriented 
exported more to Asia than to Europe.216 The growing importance of Asian countries was 
reflected not only in terms of export destination, but also as competitors in Latin America. 
Indeed, it was also in 2007 that Argentina was displaced by China as Brazil’s second largest 
supplier. As pointed out by Oviedo, “geographical proximity and the advantages and 
favorable conditions offered by MERCOSUR to Argentina were not enough to relegate China 
to a lower ranking.”217 

As regards bilateral trade, China-Argentine trade flows surpassed US$ 10 billion. The 
benefits from such increase went mainly to China, which had the upper hand due to the fact 
that it was buying commodities and raw materials in exchange for manufactures.  

The Argentine government’s lack of appropriate trading policies and lack of  grasping 
of the situation led Argentina to be, out of  the ABC countries (Argentina, Brazil and Chile), 
the one that  exported the less to the PRC and imported the most from it in the period 2005-
2007. To make matters worse, the three countries had –almost simultaneously–recognized 
China’s “market economy status” (MES) in November 2004, according to the Chinese 
Ministry of Commerce (中华人民共和国商务部, or中華人民共和國商務部 ).218 In the case 
of Brazil, for instance, its exports to the PRC more than doubled between 2005 and 2007, 
growing from US$ 8.6 in 2005 to US$ 18.3 billion. Its imports more than tripled, growing 
from US$ 3.6 billion to US$ 11.3. As noted in Chapters 2, 3 and 4, the data reveals the 
importance of Brazil as a supplier to the PRC, rather than as an export destination.  

With regard to Argentina,219 its exports to the PRC almost double, from US$ 3.2 
billion in 2005 to US$ 6.3 billion in 2007, but accounting for 1/3 of the volume of Brazilian 
exports. Moreover, Argentine imports from China almost quadrupled, growing from US$  0.8 
billion to US$ 3.5 billion in 2007.  

Lastly, Chilean exports to the PRC almost tripled, accounting from US$ 3.6 billion in 
2005 to US$ 10.2 billion in 2007, while its imports almost tripled – from US$ 1.6 billion to 
US$ 4.4 billion. 

In short, in terms of trade, and despite being along the general pattern of the 
neighboring countries, Argentina is –and as measured by both Argentina’s National Institute 
on Statistics and Censuses (INDEC, Instituto Nacional de Estadística y Censos, or國家統計

與人口普查研究所)220 or by China’s Ministry of Commerce– the country that exports the 
less to China and that imports the most.  

                                                      
216 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 473. 
217 Ibid. 
218 Ministry of Commerce of the People’s Republic of China 
http://www.mofcom.gov.cn/  
219 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 464. 
220 See Instituto Nacional de Estadística y Censos (National Statistics and Censuses Institute) 
http://www.indec.mecon.ar/  
“Inédita sanción del FMI al país por el Indec” – La Nación – February 2, 2013.     
http://www.lanacion.com.ar/1551283-inedita-sancion-del-fmi-al-pais-por-el-indec  

See also: “El FMI demoraría una sanción para no favorecer a los buitres” – Clarín – December 18, 2012.    

http://www.mofcom.gov.cn/
http://www.indec.mecon.ar/
http://www.lanacion.com.ar/1551283-inedita-sancion-del-fmi-al-pais-por-el-indec
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It was also since January this year that, in addition to the inflation that Argentina had 
been suffering, the country was forced to witness the manipulation of inflation rates by the 
Kirchner administration. Indeed, it was then that Argentina’s indicators for double-digit 
inflation and its GDP numbers started to be systematically altered, following Kirchner’s 
decision to intervene the INDEC.  

In terms of domestic politics, it was on October 28 that Fernández de Kirchner won 
the presidential elections. The last part of her campaign had been marked by scandals and 
accusations of receiving illegal contributions, with part of the funds that her campaign had 
received attributed to Venezuelan President Chávez. Tensions among Argentines had run 
high when, two months before the elections, a Venezuelan-American citized had been 
detained by Argentine customs in August accused of smuggling over ¾ of a million US$ 
dollars as a political contribution for Fernández de Kirchner.    

Towards the end of the year, on December 10, President Kirchner was succeeded by 
his wife, Cristina Fernández de Kirchner, in what has been reported as the first intra-marital 
presidential succession case in world history. 221  The hopes of a significant part of the 
citizenry, who had expected changes in the country’s foreign policy, vanished when –less 
than ten days after having taken power– the new president accused the US of having tried to 
affect her public image with the case of illegal contributions. 

Indeed, on December 19, Fernández de Kirchner decided to retaliate and restrict the 
activities of the US Ambassador to Argentina, E.A. Wayne, to meetings exclusively with 
official from the Argentine Foreign, an unusual measure considered to be reserved to 
representatives of countries with which there is a hostile relation. Ambassador Wayne was to 
stay in his position until April 2009.  

In terms of energy, towards the end of the year Argentina’s crude oil production in 
2007 had reached 37.2 million m3 (a figure that fell to 32.2 million m3 in 2012).222 Also this 
year, the “Total Energy Plan”223 (TEP) entered into force, having been designed to provide 
subsidies to electric power generation and industrial production, in an attempt to free gas 
resources that could be used be electric power plants. 

In November, Kirchner decided to introduce “caps on oil prices”224 and raise the taxes 
on Argentine oil exports from 45% to an exorbitant 60%225, criticizing Repsol/YPF and 
Petrobras and demanding them to make more investments in Argentina.  

                                                                                                                                                                     
http://www.ieco.clarin.com/economia/FMI-demoraria-sancion-favorecer-buitres_0_830916952.html    
221 Uriburu Quintana, The Argentine-China Relations: a Peripheral Realist Analysis, 71.  
222 José María Fanelli and Ramiro Albrieu, “Recursos naturales, políticas y desempeño macroeconómico en la 
Argentina 2003-2012”, Boletín Informativo Techint 340 (January-April 2013): 29.  
http://cdi.mecon.gov.ar/doc/Techint/boletin/340.pdf       
223 “Programa Energía Total”– Ministerio de Planificación Federal – 2007  
http://institucional.minplan.gov.ar/html/energia_total/   
224 Cathy Chan, Juan Pablo Spinetto and Matthew Craze, “China’s CNPC, CONC Group said to seek stake in 
Repsol’s YPF”, Bloomberg, July 3, 2009. 
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aZq2xVbh.Gt4  
225 Alejandro Rebossio and Ernesto Ekaizer, “Kirchner exige más inversion a la petrolera española”, El País, 
November 30, 2007.     
http://elpais.com/diario/2007/11/30/economia/1196377209_850215.html  

http://www.ieco.clarin.com/economia/FMI-demoraria-sancion-favorecer-buitres_0_830916952.html
http://cdi.mecon.gov.ar/doc/Techint/boletin/340.pdf
http://institucional.minplan.gov.ar/html/energia_total/
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aZq2xVbh.Gt4
http://elpais.com/diario/2007/11/30/economia/1196377209_850215.html
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Kirchner had “set a maximum price that companies could earn on each barrel of oil 
exported at US$ 42 a barrel. All revenue above that amount is collected as taxes,” according 
to Repsol. 226 Taxes on exports below US$ 42 were as high as 45%.  

It was widely believed that, with these measures, what Kichner was trying to do was 
to affect not only the revenues but also the market value of Repsol/YPF, since he wanted 
Repsol to have an Argentine partner in order to be able to promote “the “Argentinisation of 
the oil company at a time when strains in the country’s energy policy were beginning to 
show.” 227 

Indeed, a month after Kirchner’s price caps, Repsol agreed to sell almost 15% of YPF 
to the Argentine Grupo Petersen Energía SA228 –headed by E. Eskenazi, a businessman with 
interests in banking and construction industry, not in the energy business, but who had a very 
close, personal relation with the Kichners–229 acquired 14.9% of YPF for US% 2.2 billion in 
December 2007, with a loan from Repsol/YPF itself. 

In this regard, it had been noted “the entirely debt-financed way in which the 
Eskenazis entered YPF – they borrowed US$ 3.4 billion from a group of banks and from 
Repsol itself to build up their stake in two stages,”230 with the financial engineering of such a 
move having been designed by Kirchner himself.  

According to former Secretary of Energy D. Montamat, “Petersen’s stake allows it to 
veto the sale of any shares in YPF to another company.”231 Moreover, Eskenazi had an option 
to buy an extra 10%.  

As regards biofuels, on February 9 Decree 109/2007232 was issued, establishing the 
regulatory framework of the Biofuels Law passed the previous year, specifying that the 
applying entity was the Secretary of Energy and determining its functions (all biofuel-related 
issues, except taxes and fiscal regime– Art. 2), in which it would be assisted by the National 
Advisory Commission (Comisión Nacional Asesora) that would work within the sphere of 
the Secretary, and determining the criteria to be fulfilled in order to qualify for the 
promotional regime applicable to biofuels (for 15 years upon approval, and which can be 
extended by the Presidential Office). One of its main dispositions was the mandatory 5% 
blend since January 1st, 2010, applicable to both ethanol (E5) and biodiesel (B5), and noting 
that the application date could be set earlier by the Secretary of Energy.  

                                                      
226 Cathy Chan, Juan Pablo Spinetto and Matthew Craze, “China’s CNPC, CONC Group said to seek stake in 
Repsol’s YPF”, Bloomberg, July 3, 2009. 
227 Ibid. 
228 The group is led by Enrique Eskenazi, an Argentine businessman with very close ties to the Kirchners.  
229 Lucio di Matteo, Gracias, Néstor – La Política de los Negocios: Los Socios del Holding Kirchner: Rudy 
Ulloa, Lázaro Báez, Cristóbal López, Enrique Eskenazi (Buenos Aires: Sudamericana, 2012) 
Available on-line: http://books.google.com.tw/books?id=ePGjw6i5qAsC&printsec=frontcover&hl=zh-
TW&source=gbs_ge_summary_r&cad=0#v=onepage&q&f=false   
230 Jude Webber, “YPF move puts Eskenazi clan in debt bind”, The Financial Times, August 19, 2012.  
http://www.ft.com/cms/s/0/f7095caa-8a44-11e1-93c9-00144feab49a.html#axzz2phBJqw4e  
231 Cathy Chan, Juan Pablo Spinetto and Matthew Craze, “China’s CNPC, CONC Group said to seek stake in 
Repsol’s YPF”, Bloomberg, July 3, 2009. 
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aZq2xVbh.Gt4 
232 “Decreto 109/2007”– Legislative Information– Ministry of Economy and Public Finances– February 7, 2007. 
http://www.infoleg.gob.ar/infolegInternet/anexos/125000-129999/125179/norma.htm  

http://books.google.com.tw/books?id=ePGjw6i5qAsC&printsec=frontcover&hl=zh-TW&source=gbs_ge_summary_r&cad=0#v=onepage&q&f=false
http://books.google.com.tw/books?id=ePGjw6i5qAsC&printsec=frontcover&hl=zh-TW&source=gbs_ge_summary_r&cad=0#v=onepage&q&f=false
http://www.ft.com/cms/s/0/f7095caa-8a44-11e1-93c9-00144feab49a.html#axzz2phBJqw4e
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aZq2xVbh.Gt4
http://www.infoleg.gob.ar/infolegInternet/anexos/125000-129999/125179/norma.htm
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A month later, on March 11, the 1st Biofuels Congress of the Americas was held in 
Buenos Aires.233  

At the Congress, several speakers noted that the largest agricultural countries in Latin 
America should become the “powerhouses of renewable energy,” 234  which will allow 
economic boom in the region. Participants debated about production of biodiesel and ethanol, 
and discussed strategies to attract investments to further develop these industries –with some 
of them considering that the Americas could attract as much as between US$ 100 billion and 
US$ 150 billion. The closing remarks were delivered by former American Vice President Al 
Gore (高爾 ), who noted that “biofuels, if properly handled with advanced technologies, 
might be the answer to global warming”, which he defined as “the most dangerous crisis we 
have faced as a civilization” and noted that, in the US, “472 cities support the Kyoto Protocol, 
which the American federal government refuses to sign.”235 

In 2008, and due to the financial crisis that affected world markets, the price of 
petroleum went down, and “in the second half of 2008 gasoline prices fell due to the 
deepening of the financial crisis and associated recession.”236 

Nevertheless, and for a second consecutive year, China –which had ranked as 
Argentina’s 2nd largest trading partner in 2007, only behind Brazil– maintained its position 
(although some studies consider that it fell to the 4th place)237, with bilateral trade reaching 
US$ 3.5 billion238 and, as noted by Oviedo, while trade flows reached record figures –
US$ 13.5 billion239– it was also the 1st time that Argentina had a trade deficit vis-à-vis 
China.240 

As usual, soybeans were “the engine” 241 of Argentine exports to the PRC, but a 
combination of factors contributed to strain the bilateral relation, which suffered a decrease in 
2009: Sino-Argentine relations were not only affected by an external event like the 
worldwide recession, but also by Argentine domestic factors that had negative repercussions 
on bilateral trade and, which,  

Indeed, a domestic crisis with farmers in general –and with soybean producers and 
exporters in particular– led the PRC to qualify Argentina as an “unreliable supplier”242, as 
explained below.  

The year had had a promising beginning for bilateral relations, with  Buenos Aires 
Governor Scioli –who, in his October 2006 visit to the PRC as Kirchner’s Vice President, had 
realized the “enormous potential that it represented for bilateral trade”243– paying a second 
visit to China in March, after having being in office for only four months. During the visit, 
                                                      
233 “Biodiesel” – Argentour Economy – December 30, 2006.  
http://www.argentour.com/en/argentina_economy/biodiesel.php  
234 “Congreso regional sin debate sobre biocombustibles” – Inforural – May 11, 2007. 
http://www.inforural.com.mx/spip.php?article6566  
235 Emilio López King, “Al Gore dijo que los biocombustibles son la solución al calentamiento global, pero 
advirtió sobre sus peligros”,  NextFuel, May 12, 2007.  
http://biodiesel.com.ar/?p=249   
236 Hastings and Shapiro, “Fungibility and Consumer Choice: Evidence from Commodity Prices Shocks”, 3-4. 
237 López and Ramos, “A study of the Impact of China’s Global Expansion on Argentina”, 2-3.  
238 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 478.  
239 Ibid., 506.  
240 Ibid., 478. 
241 Ibid. 
242 See Jude Webber, “Argentine farmers resume strike over tariffs”, The Financial Times, May 28, 2008.  
http://www.ft.com/cms/s/0/ce50d9a4-2c70-11dd-9861-000077b07658.html#axzz2l8zAJSQ0 (accessed May 30, 
2008). Also, see Uriburu Quintana, The Argentine-China Relations: a Peripheral Realist Analysis. 
243 “Scioli busca tentar a los inversores chinos, ” La Nación, March 3, 2008.  
http://www.lanacion.com.ar/economia/nota.asp?nota_id=994541 (accessed March 3, 2008). 

http://www.argentour.com/en/argentina_economy/biodiesel.php
http://www.inforural.com.mx/spip.php?article6566
http://biodiesel.com.ar/?p=249
http://www.ft.com/cms/s/0/ce50d9a4-2c70-11dd-9861-000077b07658.html#axzz2l8zAJSQ0
http://www.lanacion.com.ar/economia/nota.asp?nota_id=994541
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Scioli signed cooperation agreements on tourism, academic exchanges, production of 
agricultural machinery and other issues– with his Chinese counterpart of Shandong province 
(山东省, or山東省).  

In April, Buenos Aires City was included by the Beijing Olympic Games organizing 
committee244 as the only Latin American stop of the Olympic torch relay –as well as the only 
Spanish-speaking city visited by it. As pointed out in previous studies, this was a symbolic 
gesture by the Chinese central government, with significant political connotations.245 Aware 
of the political implications of the torch’s arrival –and unwilling to undergo a situation 
similar to the protests that had taken place in London, Paris and San Francisco between April 
6 and April 9, the stops that had preceded Buenos Aires– the Fernández de Kirchner 
administration redoubled its efforts in preventing pro-Tibet demonstrations from taking place 
during the torch’s visit– and, fortunately, it succeeded.  

Following the visit of the Olympic torch, the mayor of Buenos Aires City, M. Macri, 
also visited Beijing and Shanghai in June and July 2008.246 

As regards the aforementioned farmers’ crisis –briefly examined in Chapter 2, it can 
be said that it had been provoked by the Fernández de Kirchner administration’s over-
reliance upon commodity-related revenues, which short-sighted, revenue-seeking policies put 
it at extreme odds with the country’s agricultural producers. 

Succinctly put, it had been on March 11, 2008, that by-then Minister of Economy M. 
Lousteau, through a ministerial resolution (Resolución 125/2008ME), implemented the so-
called “retenciones móviles”247, a sort of sliding scale-based export tariffs to agricultural 
exports, which from the very outset made him the target of heavy criticism248 and which 
would, eventually, cost him his job (since he had to resign only a few weeks after 
implementing the measures, and having been in office for just about five months). 

The new taxation scheme consisted on higher levies for soybean and sunflower 
exports in particular, which was widely regarded as “unconstitutional” by Argentine jurists 
and constitutional experts249 although justified by those who supported the government.    

In other words, what the government was trying to do was to on change “the export 
tax rate on soy from a fixed rate to a sliding one pegged to commodity prices”250 

Before the new measures were implemented, soybean exports were already imposed 
an unusually high 35% levy, but after the new taxes were implemented, the levy raised even 

                                                      
244 The Beijing Olympics organizing committee was headed by Liu Qi (刘淇, or 劉淇) who at the time was 
Party chief of Beijing and a member of the 17th Central Politburo of the Communist Party of China (which had 
been elected at the 17th National Congress of the Communist Party of China on October 2007) 
245 Uriburu Quintana, The Argentine-China Relations: a Peripheral Realist Analysis, 90. 
246 “Macri viaja a China por inversiones y un plan para sanear el Riachuelo,” La Nación, March 21, 2008. 
http://www.lanacion.com.ar/informaciongeneral/nota.asp?nota_id=997543 (accessed March 21, 2008). 
247 “Novedades Legislativas: Derechos de Exportación ‘retenciones móviles’–Doctrina”, Dirección de 
Referencia Legislativa, Biblioteca del Congreso de la Nación (Buenos Aires: March-June 2008). 
http://www.bcnbib.gov.ar/archivos/retencionesmarzojunio.PDF (accessed June 20, 2008).  
248 Michael Casey and Matt Moffett, “Argentina’s Economy Minister is Under Fire over Soybean Tax”, The 
Wall Street Journal, April 7, 2008.  
http://online.wsj.com/news/articles/SB120752671258493577 (accessed April 8, 2008). 
249 For an analysis of these measures, see Gregorio Badeni, “La patología constitucional de las retenciones”, in 
La Ley (Suplemento Especial Retenciones a las Exportaciones) (Buenos Aires: April 15, 2008), and María 
Angélica Gelli, “Retenciones, Federalismo, República y Derechos Fundamentales”, in La Ley (Suplemento 
Especial Retenciones a las Exportaciones) (Buenos Aires: April 15, 2008): 1-9.   
http://www.udesa.edu.ar/files/Institucional/RETENCIONES%20FEDERALISMO%20REPUBLICA.pdf    
250 “The Power of Soy: President Cristina Strengthens commercial relations between Argentina and China” – 
Council on Hemispheric Affairs – July 29, 2010.  
http://www.coha.org/the-power-of-soy-president-cristina-kirchner-strengthens-commercial-relations-between-
argentina-and-china/ (accessed July 30, 2010). 

http://www.lanacion.com.ar/informaciongeneral/nota.asp?nota_id=997543
http://www.bcnbib.gov.ar/archivos/retencionesmarzojunio.PDF
http://online.wsj.com/news/articles/SB120752671258493577
http://www.udesa.edu.ar/files/Institucional/RETENCIONES%20FEDERALISMO%20REPUBLICA.pdf
http://www.coha.org/the-power-of-soy-president-cristina-kirchner-strengthens-commercial-relations-between-argentina-and-china/
http://www.coha.org/the-power-of-soy-president-cristina-kirchner-strengthens-commercial-relations-between-argentina-and-china/


‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                                   Chapter 5  
                                                                                                                                  Sino-Argentine Energy Policy  

 
 

351 

further, reaching an unprecedented 44.1%.251 This scheme also raised taxes on sunflower 
exports (to 39.1%), while it reduced the levy for wheat and corn exports. Naturally, farmers’ 
response was immediate (and, after a quite prolonged and stormy period of strikes by farmers 
opposing the reform the bill was to eventually end up vetoed in Congress in July).  

On March 12, the day after the implementation, there was a nationwide lockout 
organized by the farming associations, the start of what would be considered as Argentina’s 
“biggest political crisis in five years.” 252 Towards the end of the month, on March 31, 
Fernandez de Kirchner contemptuously referred to “soy” as being practically “weed” 253, 
which did “not need any special care” and could basically “grow by itself”. It was only 
natural that Kirchner’s pejorative remarks discrediting the efforts and know-how of 
Argentine farmers to maintain soy as the crop that had become the country’s stellar export 
commodity and made more profits for the Argentine government than any other since the turn 
of the century, were to attract immediate and widespread criticism.254 

Such comments pretended to downplay the importance of soybean exports, seemingly 
without consideration for the fact that they are the main revenue-generator for the 
government, with the entire national administration having become “soy-dependent.” Indeed, 
if soybeans exports were to be suspended, or cancelled, or postponed, or if international 
prices were to collapse for any given reason, the Argentine government would be in a very 
difficult situation, facing financial shortfalls and, most worryingly, without a Plan B.  

Following the same line of reasoning, if soybean prices were to remain depressed for 
a prolonged period of time, the Argentine government would soon found itself short of 
revenue and would need to subject its finances to a major undergo a major re-adjustment.  

In July, the Deputies Chamber had granted preliminary approval to the new tax 
scheme, and so the bill went to the Senate for its consideration. The Vice President, J. Cobos 
(科沃斯 ), doubled as president of the Senate, and was only allowed to vote in case there was 
a draw among the 72 senators. This was indeed what happened, with each side obtaining an 
equal number of votes (36 for and 36 against). In a marathon 18-hour long session –which 
started on July 17 and ended in the early hours of July 18– Vice President Cobos voted “not 
for” (i.e., he issued a “non-positive” vote –he voted “against” the bill). Thus, the new tax 
scheme was not passed, and relations between Fernandez de Kirchner  and Cobos would be 
frozen for the remaining of their terms in office –until 2011.  

In essence, the Fernández de Kirchner administration was ultimately forced to revise 
its policy, having triggered what was considered as the biggest crisis Argentina had had to 
undergo in 5 years. 

In bilateral terms, the decision could have hardly been worse, in terms of both content 
and time. This study points out that it certainly contributed to aggravate the deterioration that 
the political relation had been suffering from since 2004, and –to make matters worse– it had 
                                                      
251 “Vuelven a aumentar las retenciones agropecuarias” – La Nación – March 11, 2008.  
http://www.lanacion.com.ar/994630-vuelven-a-aumentar-las-retenciones-agropecuarias (accessed March 12, 
2008)  
Among the reasons mentioned by Minister M. Lousteau, it was the fact that “over 50% of Argentina’s arable 
land was planted with soy, although only 5% of the national production was to be consumed in the country.” See 
Guido Braslavsky, “Cristina pidió a los productores que dejen transitar a los camiones”, Clarín, April 4, 2008.  
http://edant.clarin.com/diario/2008/04/01/elpais/p-00401.htm  
252 Michael Casey and Matt Moffett, “Argentina’s Economy Minister is Under Fire over Soybean Tax”, The 
Wall Street Journal, April 7, 2008.  
http://online.wsj.com/news/articles/SB120752671258493577 (accessed April 8, 2008). 
253 According to the Cambridge Dictionary, the term “weed” refers to “any wild plant that grows in an unwanted 
place, especially in a garden or field where it prevents the cultivated plants from growing freely”. See: 
http://dictionary.cambridge.org/dictionary/british/weed_1?q=weed (accessed April 2, 2008) 
254 See: “La soja no es un yuyo” – La Nación – April 2, 2008.  
http://www.lanacion.com.ar/1000732-la-soja-no-es-un-yuyo   

http://www.lanacion.com.ar/994630-vuelven-a-aumentar-las-retenciones-agropecuarias
http://edant.clarin.com/diario/2008/04/01/elpais/p-00401.htm
http://online.wsj.com/news/articles/SB120752671258493577
http://dictionary.cambridge.org/dictionary/british/weed_1?q=weed
http://www.lanacion.com.ar/1000732-la-soja-no-es-un-yuyo
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added an economic element to it, all these within the context of China being Argentina’s 
largest trading partner in Asia and the 2nd worldwide since the previous year and second only 
to Brazil.  

 Indeed, the block of Argentine soybeans exports caused by the Argentine 
administration’s measure contributed to reduce the availability of grain in the global market –
with the subsequent contribution to the increase of international prices, as pointed out by EU 
officials–255 and it forced Chinese authorities to start looking for alternative sources to satisfy 
the PRC grain needs and the qualification of Argentina- by one of its largest trade partners- as 
nothing less than a “non-reliable supplier”256, resulting in the loss of market niches that will 
be extremely hard to recover, since Brazil, the US and Australia had been benefited from the 
counterproductive measures of the Fernández de Kirchner administration and had supplied 
the PRC with the soybeans it needed.  

In this regard, and as an illustration of the opposite to the aforementioned, it is 
noteworthy that the US Soybean Export Council (USSEC) promotes its activities as 
“enhancing the reputation of the United States as a reliable, sustainable, and consistent 
supplier of quality soybean products.257 – 

Lastly, on December 29, 2008, Decree No. 2257258 established the opening of the 
Argentine Consulate in the province of Guangdong (广东, or 廣東, with jurisdiction over the 
provinces of Guangdong, Fujian [福建], Hainan [海南] and the Guangxi Autonomous Region 
[广西, or 廣西]). According to Oviedo, the establishment of this Consulate had been decided 
twenty years before, in 1988, during President Alfonsín (阿方辛)’s State visit to the PRC.259 
In this occasion, Foreign Minister D. Caputo had presented this proposal to his Chinese 
counterpart, Minister Qian Qizhen (钱其琛, or 錢其琛) whom had given it full support.  

In terms of energy, in March the TEP was modified and, on April 8 the regime of 
“Investment Promotion” (Law 26.360/ 2008)260 was passed. The law sought to expansion of 
the energy offer and  gave “fiscal benefits” to companies that had investment projects on 
infrastructure or “productive activities of high socio-economic impact”, related to 
hydrocarbons – production, transportation and distribution (Art.7), power generation, 
hydropower,among others.  As the law was a temporary regime, it would apply for three 
years, from from October 1, 2007, until  September 30, 2010.  

On the same date, the “Gas Plus” program (Res. SE 24/08 261) –with the aim to 
promote investments in the Southeastern Neuquén province– had liberalized the 
commercialization price of gas produced by investments in new, previously unexploited areas, 
or those areas with special geological geatures (shale–gas fields, also called “compact sands”, 
which extraction is much more expensive) or that had not been in production since 2004, with 
the requirement that this gas had to be directed at the domestic market. 

                                                      
255 “La UE dice que las retenciones traen escasez,” La Nación, May 7, 2008.  
http://www.lanacion.com.ar/politica/nota.asp?nota_id=1010385 (accessed May 7, 2008).  
256 “China busca alternativas,” La Nación, May 30, 2008.   
http://www.lanacion.com.ar/politica/nota.asp?nota_id=1016918 (accessed May 30, 2008).  
257 “Mission” – US Soybean Export Council USSEC 
http://ussec.org/about-ussec/mission/  
258 “Decreto 2257/2008”–Legislative Information–Ministry of Economy and Public Finances– January 9, 2009. 
http://www.infoleg.gob.ar/infolegInternet/anexos/145000-149999/149172/norma.htm  
259 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 484. 
260 “Ley 26.360/2008” – Legislative Information–Ministry of Economy and Public Finances –April 8, 2008.   
http://infoleg.mecon.gov.ar/infolegInternet/anexos/135000-139999/139355/norma.htm  
261 “Resolución 14/2008”–Legislative Information– Ministry of Economy and Public Finances–April 8, 2008.  
http://www.infoleg.gov.ar/?page_id=112 (accessed April 22, 2008). 

http://www.lanacion.com.ar/politica/nota.asp?nota_id=1010385
http://www.lanacion.com.ar/politica/nota.asp?nota_id=1016918
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http://www.infoleg.gob.ar/infolegInternet/anexos/145000-149999/149172/norma.htm
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In November 2008, the government implemented two programs (through Decree 
2014/08)262 in an attempt to stimulate investments in oil exploration, production and refining: 
“Petróleo Plus”  and “Refinación Plus.” The first of such programs established that “fiscal 
credits” would be offered to investments that increase the level of oil production and reserves. 
Such credits could be used to cancel export taxes (a measure that would indirectly improve 
the final price of crude oil). The second program consisted of “ fiscal incentives” for new 
refineries and for projects that would increase the refining capacity of fuels such as gas-oil 
and premium gasoline. The program also established a special regime for small, not 
integrated refiners.    

Also in November, it became public that the Russian companied Lukoil and Gazprom 
were interested in negotiating their participation in Repsol.263 

Lastly, Grupo Petersen would increase its share of YPF to 15.4%264 and S. Eskenazi 
Storey would become YPF’s chief executive.265 

 
As regards biofuels, a record number of regulations were issued by the Argentine 

government in 2008. Succinctly put, on January 2, Law 26.334/2008266 had been passed, 
establishing the legal regime for the promotion of ethanol. At this point, it is worth noting 
Just like in the US, Argentina produces corn-based ethanol, unlike the sugarcanes-based 
version of the biofuel produced in Brazil and examined in Chapter 4.  

The following month, the resolution determining the entities allowed to conduct 
inspections on biofuels refineries and plants was issued by the Secretary of Energy 
(Resolution 266/2008 of February 11, 2008).267  

On November 18, the Secretary of Energy issued a series of four resolutions, all 
related to ethanol and dealing with the selections mechanisms for ethanol projects 
(Resolution 1293/2008)268, the system to determinate ethanol purchasing price, Resolution 
1294/2008)269 , determining the specifications of ethanol quality (Resolution 1295/2008)270 
and, lastly, regarding the security conditions to be observed in biofuels plants and refineries 
(Resolution 1296/2008).271 

                                                      
262 “Decreto 2014/2008”–Legislative Information–Ministry of Economy and Public Finances– November 26, 
2008. 
http://www.infoleg.gov.ar/?page_id=112  
263 Oliver Galak, “Repsol dice que recibió varias ofertas por acciones de YPF”, La Nación, July 3, 2009.  
http://www.lanacion.com.ar/1146270-repsol-dice-que-recibio-varias-ofertas-por-acciones-de-ypf 
264 “El Grupo Petersen ejerció la opción y aumentó 10% su participación en YPF”– InfoBAE – May 4, 2011.  
http://www.infobae.com/2011/05/04/579573-el-grupo-petersen-ejercio-la-opcion-y-aumento-10-su-
participacion-ypf  
265 Jude Webber, “YPF move puts Eskenazi clan in debt bind”, The Financial Times, August 19, 2012.  
http://www.ft.com/cms/s/0/f7095caa-8a44-11e1-93c9-00144feab49a.html#axzz2phBJqw4e 
266 “Ley 26334/2008” –Legislative Information–Ministry of Economy and Public Finances– January 2, 2008. 
http://www.infoleg.gob.ar/infolegInternet/anexos/135000-139999/136339/norma.htm (accessed June 1, 2009). 
267 “Resolución 266/2008” – Secretaría de Energía y Minería – May 7, 2008. 
http://www.infoleg.gob.ar/infolegInternet/verNorma.do?id=140621 (accessed June 1, 2009). 
268 “Resolución 1293/2008” – Secretaría de Energía y Minería – November 18, 2008. 
http://www.infoleg.gob.ar/infolegInternet/anexos/145000-149999/147289/norma.htm (accessed June 1, 2009). 
269 “Resolución 1294/2008” – Secretaría de Energía y Minería – November 18, 2008. 
http://www.infoleg.gob.ar/infolegInternet/verNorma.do?id=147290 (accessed June 1, 2009). 
270 “Resolución 1295/2008” – Secretaría de Energía y Minería – November 18, 2008. 
http://www.infoleg.gob.ar/infolegInternet/verNorma.do?id=147291 (accessed June 1, 2009). 
271 “Resolución 1296/2008” – Secretaría de Energía y Minería – November 18, 2008. 
http://www.infoleg.gob.ar/infolegInternet/anexos/145000-149999/147292/norma.htm (accessed June 1, 2009). 

http://www.infoleg.gov.ar/?page_id=112
http://www.lanacion.com.ar/1146270-repsol-dice-que-recibio-varias-ofertas-por-acciones-de-ypf
http://www.infobae.com/2011/05/04/579573-el-grupo-petersen-ejercio-la-opcion-y-aumento-10-su-participacion-ypf
http://www.infobae.com/2011/05/04/579573-el-grupo-petersen-ejercio-la-opcion-y-aumento-10-su-participacion-ypf
http://www.ft.com/cms/s/0/f7095caa-8a44-11e1-93c9-00144feab49a.html#axzz2phBJqw4e
http://www.infoleg.gob.ar/infolegInternet/anexos/135000-139999/136339/norma.htm
http://www.infoleg.gob.ar/infolegInternet/verNorma.do?id=140621
http://www.infoleg.gob.ar/infolegInternet/anexos/145000-149999/147289/norma.htm
http://www.infoleg.gob.ar/infolegInternet/verNorma.do?id=147290
http://www.infoleg.gob.ar/infolegInternet/verNorma.do?id=147291
http://www.infoleg.gob.ar/infolegInternet/anexos/145000-149999/147292/norma.htm
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In 2009, and as a result of the decrease in trade flows caused by the global financial 
crisis of the previous year, China fell two positions in the ranking of Argentina’s top trading 
partners and became the country’s 4th largest trading partner (after Brazil and Chile and the 
US), 272, a position it did not occupy since 2006. The combination of the global recession and 
the domestic crisis with the farmers, in 2009 the Argentine economy only grew 0.85%.273 
However, by the end of the year the PRC would overtake Chile and the US and regained its 
position as Argentina’s second largest trading partner.274  

 In terms of bilateral cooperation, it is noteworthy that, in March,  the “biggest 
financial deal in China-Latin American history”275 was made when the People’s Bank of 
China (中国人民银行, or中國人民銀行) and Argentina’s Central Bank (BCRA, Banco 
Central de la República Argentina, 阿根廷中央银行) agreed a US$ 10.2 billion currency 
swap (Argentine “pesos” for Chinese “renminbi” (人民幣 ) –equivalent to RMB 70 billion). 
With it, Argentina became the first country in Latin America276 to reach this agreement with 
the PRC, although other observers claim that it was the first non-ASEAN country is doing 
so.277 This study highlights that a similar agreement exists between Argentina and Brazil, 
with the latter also having a currency swap with the US. Indeed, in October 2008 Argentina 
had sought, and failed to obtain, a similar arrangement with the US.  

 In the legislative elections held in June, the Fernández de Kirchner administration lost 
the majority it had held in the Congress. The government’s defeat was expected to bring 
winds of change, including in the energy sector, and this was reflected by the fact that foreign 
oil companies renewed their interest in Argentina oil and gas industry, as pointed out by 
former Secretary of Energy D. Montamat.  

                                                      
272 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 506. 
273 “Argentina: Estructura Económica” – Red de Oficinas Económicas y Comerciales de España en el Exterior – 
Ministery of Economy and Competitiveness.    
http://www.oficinascomerciales.es/icex/cda/controller/pageOfecomes/0,5310,5280449_5296126_5296234_0_A
R,00.html (accessed January 30, 2012) 
274 A 2010 report of the Santander Río Bank on the importance of China as Argentina’s second largest trading 
partner pointed out that, as a member state, the PRC had “plenty of opportunities to invest in areas such as 
infrastructure (ports, road, energy generation)”, emphasizing the role that Export-Import Bank of China (also 
known as China’s Exim Bank, Zhōngguó jìnchūkǒu yínhán,中国进出口银行 or 中國進出口銀行) and the IDB 
–which is “the leading source of long-term lending for development projects” in the region–could play as 
sources of financing for foreign trade-related activities between Asia and Latin America, with the US$ 200 
million fund that they had jointly established for these purposes.    
“Asia: segundo socio comercial de Argentina” – International Desk Argentina – Santander Río Bank 
http://www.santanderrio.com.ar/comex/pdf/ArticuloAsia.pdf (accessed December 20, 2012).  
“China joins IDB in ceremony at Bank headquarters” –News Releases – IDB – January 12, 2009.   
http://www.iadb.org/en/news/news-releases/2009-01-12/china-joins-idb-in-ceremony-at-bank-
headquarters,5095.html#.UlxzRVMwdqM 
275  Li He, “Sino-Latin American Relations and Its Implications”, lecture delivered at the International 
Conference “El Futuro de las Relaciones entre Asia y América Latina”, Center for Latin American Trade and 
Economy Studies, Chihlee Institute of Technology, Taipei, Taiwan, April 13, 2011. 
276 Alejandro Rebossio, “China pone a disposición de la Argentina US$ 10.200 millones”, La Nación, March 31, 
2009.                                                                                                   
http://www.lanacion.com.ar/1113735-china-pone-a-disposicion-de-la-argentina-us-10200-millones  
277  Cristian Carrillo, “China le dará respaldo en yuanes a la Argentina”, Página 12, March 31, 2009. 
http://www.pagina12.com.ar/diario/economia/2-122413-2009-03-31.html  

http://www.oficinascomerciales.es/icex/cda/controller/pageOfecomes/0,5310,5280449_5296126_5296234_0_AR,00.html
http://www.oficinascomerciales.es/icex/cda/controller/pageOfecomes/0,5310,5280449_5296126_5296234_0_AR,00.html
http://www.santanderrio.com.ar/comex/pdf/ArticuloAsia.pdf
http://www.iadb.org/en/news/news-releases/2009-01-12/china-joins-idb-in-ceremony-at-bank-headquarters,5095.html#.UlxzRVMwdqM
http://www.iadb.org/en/news/news-releases/2009-01-12/china-joins-idb-in-ceremony-at-bank-headquarters,5095.html#.UlxzRVMwdqM
http://www.lanacion.com.ar/1113735-china-pone-a-disposicion-de-la-argentina-us-10200-millones
http://www.pagina12.com.ar/diario/economia/2-122413-2009-03-31.html
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 Indeed, it was in July that CNPC tried –for the third time, after two failed attempts in 
2007– to acquire a 75% share of YPF’s assets in Latin America, on a deal estimated to range 
between US$ 13-17 billion.278  

Unlike these previous attempts –which had been kept confidential– this time the talks 
between the Chinese NOC and the Spanish/Argentine company had been confirmed by high-
ranking Chinese officials. Indeed, it had been pointed out that “Zhang Guobao [张国宝, or 
張國寶 ], vice chairman of the NRDC, China’s top planning agency, said today CNPC is in 
talks with Repsol, without giving further details.279 Although Repsol acknowledged having 
received offers, its offices in Buenos Aires declined to make any comments on them.  

According to YPF, as of 2009 the company was remarkably active in the Argentine 
energy sector, both in terms of upstream activities (with oil and gas exploration) as well as 
downstream, since it accounted for 52% of Argentina’s refining capacity through the 
company’s three refineries in the provinces of Buenos Aires, Mendoza and Neuquén, besides 
operating a chain of service stations across Argentina. 

Along the same lines, it was reported that another Chinese NOC, CNOOC, had also 
approached Repsol with a proposal of joint-development of oil and gas exploration and 
development operations in other countries. However, in August, the president of CNOOC –
Fu Chengyu (傅成玉)– denied these allegations, referring to them as “rumors of the industry” 
and highlighting that CNOOC was more interested in “cooperation” with other companies 
than in their acquisition.280  

As regards biofuels, it was on October 23 that the Secretary of Energy issued  
Resolution 733/2009281, establishing the ethanol supply chronogram for 2010.  

On November 5, Fernández de Kirchner Argentina’s Secretary of Transports and a 
number of Chinese SOEs signed an agreement for the provision of railroad material and, in 
that meeting, was handled a copy of China’s 1ST White Paper on Latin America and the 
Caribbean, which had been released in November 2008. 

According to Jiang, “President Cristina Fernández de Kirchner [was] the first Latin 
American president to read the paper”282 –although this author does not specify whether it 
was in that occasion or whether it had happened before.  

As mentioned in Chapter 3, the White Paper examined the role that Latin American 
countries play in the international stage, and the positions they occupied on it, as well as the 
PRC’s  relations with the region, its policy towards it and its efforts to establish and develop 
an “integral cooperative partnership”, based on consensus, reciprocal benefits and shared 
                                                      
278 Oliver Galak, “Repsol dice que recibió varias ofertas por acciones de YPF”, La Nación, July 3, 2009.  
http://www.lanacion.com.ar/1146270-repsol-dice-que-recibio-varias-ofertas-por-acciones-de-ypf  
279 Cathy Chan, Juan Pablo Spinetto and Matthew Craze, “China’s CNPC, CONC Group said to seek stake in 
Repsol’s YPF”, Bloomberg, July 3, 2009. 
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aZq2xVbh.Gt4 
280 “Una petrolera estatal china desmintió su interés en adquirir una participación en YPF”, La Nación, August 
26, 2009.      
http://www.lanacion.com.ar/1167085-una-petrolera-estatal-china-desmintio-su-interes-en-adquirir-una-
participacion-en-ypf  
281 “Resolución 733/2009” – Secretaría de Energía y Minería – October 23, 2009. 
http://www.infoleg.gob.ar/infolegInternet/anexos/155000-159999/159125/norma.htm  
282 Shixue Jiang, “Ten Key Questions”, in China Engages Latin America: Tracing the Trajectory, ed. Adrian H. 
Hearn and José Luis León-Manríquez  (Boulder, CO: Lynne Rienner, 2011): 60.  
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gains, in order to deepen cooperation further increase exchanges for mutual learning and 
common progress, with all the above based on the “One China Principle.” 283 

Previous paragraphs have mentioned the gradual deterioration of Sino-Argentine 
relations –first in political and subsequently in economic terms, particularly in 2004 and 2008. 
To make matters worse, a new factor of friction would appear on December 17, when an 
Argentine federal judge J. O. Aráoz de Lamadrid issued a detention order284 against former 
President Jiang and Luo Gan (羅幹) under charges of “genocide and torture of FaLunGong 
practitioners.” The judge resigned a few days later (arguing that he could no longer maintain 
its independence, due to the pressures he had been put under), and his replacement, Judge 
R.Canicoba Corral, revoked the detention order a few weeks before the State visit of 
Fernández de Kirchner, which had originally been planned to take place on January 2010.  

In terms of energy, it was in December that Repsol/YPF “launched its ‘Exploratory 
Programme 2010-2014’, which began in the middle of 2010. One of its objectives was the 
creation of a non-conventional resources exploration plan”285 This study points out that these 
exploratory efforts would eventually result in the discovery of the Vaca Muerta 
unconventional oilfield, Repsol’s “largest ever oil find”, in November 2011 (discovery which 
would, eventually, provoke the confiscation and re-nationalization of YPF by the Fernández 
de Kirchner administration in 2012).  

By December 2009, Argentina’s soybean industry had exported for US$ 12 billion, 
with the main export destination being the PRC, as usual. China purchased 72% of the 
soybeans exported by Argentine and 45% of the country’s exported soybean oil.286 

In January 2010 –and as examined in Chapters 2 and 3– President Fernández de 
Kirchner decided to postpone –unexpectedly and on very short notice– what would have been 
her 1st State visit to the People’s Republic of China –Argentina’s largest trading partner in 
Asia since 2007 – which had originally been scheduled to take place in mid-January, and due 
to “domestic problems”287 –as she referred to them. In fact, Fernández de Kirchner decided 
not to travel to China, the year she was elected to office– arguing that the administration of 
the country could not be trusted to her vice-president.  

Needless to say, the postponement of Fernández de Kirchner’s visit was not good 
news for the neither the Chinese nor the Argentine governments. The unnecessary tension, 
capriciously created by Fernández de Kirchner’s decision, considerably strained Sino-
Argentine relations due to the “loss of face” that it provoked to its Chinese counterpart (the 

                                                      
283 Oviedo, Historia de las Relaciones Internacionales entre Argentina y China 1945-2010, 483.  
284 Oviedo refers to it as “international capture” order. See Oviedo, Historia de las Relaciones Internacionales 
entre Argentina y China 1945-2010, 477.  
285 “Repsol makes its largest ever oil find” – Press Release – Repsol-YPF – November 7, 2011.  
http://www.repsol.com/es_en/corporacion/prensa/notas-de-prensa/ultimas-notas/07112011-mayor-
descubrimiento-argentina.aspx  (accessed November 8, 2011). 
286 Enrique Aschieri and Demian Dalle, “Salto…”, Página 12, April 18, 2010.   
http://www.pagina12.com.ar/diario/suplementos/cash/17-4259-2010-04-18.html (accessed April 20, 2010). 
287 As a matter of fact, the “internal problems” were a sour dispute between the president and her vice-president, 
Julio Cobos, which had originated during the farmers’ strikes back in 2008 (which continued at the time of the 
visit and would last until the end of their terms in office in 2012), as well as a crisis caused by the use of the 
reserves at Argentina’s Central Bank (BCRA), which president –Martin Redrado– had just step down.  
See “Sin avances concretos por las trabas a la soja, la Argentina y China buscan bajar la tensión”– La Nación – 
July 13, 2010. 
http://www.lanacion.com.ar/1284277-sin-avances-concretos-por-las-trabas-a-la-soja-la-argentina-y-china-
buscan-bajar-la-tension  (accessed July 14, 2010). 

http://www.repsol.com/es_en/corporacion/prensa/notas-de-prensa/ultimas-notas/07112011-mayor-descubrimiento-argentina.aspx
http://www.repsol.com/es_en/corporacion/prensa/notas-de-prensa/ultimas-notas/07112011-mayor-descubrimiento-argentina.aspx
http://www.pagina12.com.ar/diario/suplementos/cash/17-4259-2010-04-18.html
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worst part being that Fernández de Kirchner might not have even been aware of the cultural 
context within which the bilateral relation is conducted and, thus, remaining ignorant of the 
consequences of her decision).  

Buenos Aires Mayor Macri and former President Duhalde criticized Fernández de 
Kirchner’s decision, noting that it was “unfortunate” and “unnecessary.”288 Macri “deeply 
lamented the decision to suspend the visit to China”, given the importance of the PRC for 
Argentina and that “China could be an important strategic partner for the country in the 
coming years”, noting that “The first thing I did when I took over as head of government was 
flying to China.”289 

According to Argentine analyst J. Castro, head of Argentina’s Strategic Planning 
Institute, the postponement could cause a “diplomatic fallout”, since it was “an offence for 
China that will not be forgotten easily by its authorities, and therefore will have political 
repercussions.”290 “What is most fearsome is a diplomatic freeze”, added Castro in direct 
reference to trade relations, which “might not prosper” as the same rate than with other 
countries of the region, and concluded that “the worst thing that could happen is that 
Argentina no longer figures in the list of China’s priorities” when they are one of the 
main buyers of Argentine food commodities.291  

Succinctly put, this study puts forward the argument that Fernández de Kirchner was 
showing a worryingly recurrent tendency to put Argentine foreign policy and reputation in 
jeopardy through decisions that can be said to have suffered from a conspicuous lack of 
rationality. Most prominently, among others, the risk of Argentina becoming expendable, 
from a Chinese perspective.  

But such a statement could be challenged by observers pointing out that the 
magnitude of the volume of soybeans that China imports from it could not be easily 
substituted by beans produced by other countries. Nonetheless, there seems to be an 
irreversible tendency in Argentine top policy decision makers to keep on repeating measures 
adopted in the past and which have proved mistaken. Officials in the Kirchner administration 
seem to be unable to grasp the magnitude of the problem. Indeed, it appears to be premature 
to believe that such mistakes have at least made policy makers a bit more experienced. 

 
In this regard, it has been pointed out by Argentine-American journalist A. 

Oppenheimer that, “in 2010, Wikileaks revealed classified cables of the US Department of 
State in which high-raking American officials were putting in question the mental health of 
President Fernández de Kirchner.”292 

 
On April 1st, and –to a large extent as a retaliation for the postponement of the visit, as 

examined in detail in Chapter 2– an embargo was imposed by China’s General 

                                                      
288 “Macri and Duhalde criticized the president for calling off her trip to China” – M24 –January 20, 2010.  
http://m24digital.com/en/2010/01/20/macri-and-duhalde-criticized-the-president-for-calling-off-her-trip-to-
china/  
289 Ibid.  
290 “Argentine analysts fear diplomatic fallout following CFK China visit cancel” –MercoPress – January 21, 
2010.  
http://en.mercopress.com/2010/01/21/argentine-analysts-fear-diplomatic-fallout-following-cfk-china-visit-
cancel 
291 Ibid.  
292 Andrés Oppenheimer, “Estados Unidos: el gigante disfuncional”, La Nación, July 16, 2013. 
http://www.lanacion.com.ar/1601377-estados-unidos-el-gigante-disfuncionalclaves-americanas 

http://m24digital.com/en/2010/01/20/macri-and-duhalde-criticized-the-president-for-calling-off-her-trip-to-china/
http://m24digital.com/en/2010/01/20/macri-and-duhalde-criticized-the-president-for-calling-off-her-trip-to-china/
http://en.mercopress.com/2010/01/21/argentine-analysts-fear-diplomatic-fallout-following-cfk-china-visit-cancel
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Administration of Quality Supervision, Inspection and Quarantine (AQSIQ, 国家质量监督检

验检疫总局, or國家質量監督檢驗檢疫總局 )293 to shipments of Argentine soybean oil.  
 
The spokesperson of the Chinese Ministry of Foreign Affairs, Qin Gang (秦剛) 294, 

considered that the restrictions were nothing unusual: “The soybean oil import dispute is a 
normal problem in the trade development of the two countries. I believe with the mutual 
beneficial and win-win spirit, the two sides will definitely find a proper solution through 
friendly negotiations.”295 Succinctly put, the embargo lasted 6 months and was remarkably 
costly to Argentina, implying revenue losses for between US$ 1.6 and 2 billion, as mentioned 
in Chapter 2.  
 

In May, former President Kirchner became the 1st Secretary General of the 
Community of Southern Nations (UNASUR, 南美洲國家聯盟), but he could not do much in 
his new capacity, due to the fact that, only a few months later, Kirchner would suffer a heart 
attack and passed away on October 20, 2010. Among the implications that his death had were 
the impossibility to maintain his plan of alternating positions with his wife, with each 
member of the couple running for office every other presidential election, thus taking turns 
and avoiding the constitutional limitation for established that a person could be re-elected as 
president for only two consecutive terms. Naturally, Kirchner’s death severely affected his 
widow, who decided to isolate herself from daily politics and became dependent on her son, 
Máximo Kichner, who –to a certain extent– replaced the role that his father had played. 
Kirchner’s death also benefited his widow by creating a wave of popular support and 
sympathy that allowed Fernández de Kirchner to have records rates of positive image among 
the citizenry. This support even allowed her to obtain 54% of the votes in the elections held 
the following year, when she was re-elected to her second presidential term in October 2011. 

 
In September, Argentina was elected president of the Group of 77 plus China and 

prepared to act as a ‘bridge” with G-20 major economies.   

In terms of energy and NOCs’ international expansion, it was in 2010 that the gigantic 
Vaca Muerta shale formation was discovered by Repsol/YPF, although the company would 
officially announce the discovery in May of the following year.  The discovery was praised 
by Fernández de Kirchner as being able to “give new impetus” to Argentina’s long-stagnant 
economy, and YPF president, S. Eskenazi, highlighted that “the important thing is it is 
something new: new energy, a new future, new expectations.” 296  

                                                      
293 Please refer to the website of the General Administration of Quality Supervision, Inspection and Quarantine 
of the People’s Republic of China (AQSIQ, 国家质量监督检验检疫总局, or 國家質量監督檢驗檢疫總局). 
http://www.aqsiq.gov.cn/ (accessed July 15, 2010). 
294 Ministry of Foreign Affairs of the People’s Republic of China  
http://www.fmprc.gov.cn/eng/xwfw/s2510/qg1/ (accessed December 30, 2012). 
295 “China shows no sign of deal on Argentine soyoil” – Investing – July 13, 2010.  
http://www.investing.com/news/forex-news/china-shows-no-sign-of-deal-on-argentine-soyoil-148217 (accessed 
July 13, 2010). 
Also, see: “Sin avances concretos por las trabas a la soja, la Argentina y China buscan bajar la tensión”– La 
Nación – July 13, 2010.  
http://www.lanacion.com.ar/1284277-sin-avances-concretos-por-las-trabas-a-la-soja-la-argentina-y-china-
buscan-bajar-la-tension  (accessed July 13, 2010). 
296 Cliffors Krauss, “Argentina Hopes for a Big Payoff in Its Shale Oil Field Discovery”, The New York Times, 
July 4, 2011.  
http://www.nytimes.com/2011/07/05/business/global/05shale.html?pagewanted=1&_r=1&  

http://www.aqsiq.gov.cn/
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http://www.investing.com/news/forex-news/china-shows-no-sign-of-deal-on-argentine-soyoil-148217
http://www.lanacion.com.ar/1284277-sin-avances-concretos-por-las-trabas-a-la-soja-la-argentina-y-china-buscan-bajar-la-tension
http://www.lanacion.com.ar/1284277-sin-avances-concretos-por-las-trabas-a-la-soja-la-argentina-y-china-buscan-bajar-la-tension
http://www.nytimes.com/2011/07/05/business/global/05shale.html?pagewanted=1&_r=1&
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 Indeed, specialists and geologists alike consider Vaca Muerta as “a harbinger of a 
possible major expansion of global petroleum supplies over the next two decades as the 
industry uses advanced techniques to extract oil from shale and other tightly packed rocks.” 
In the words of M. C. Lynch, president of Strategic Energy and Economic Research, a 
consulting firm, who is preparing a report on global shale oil, “the potential is huge, on the 
order of hundreds of billions of barrels of recoverable reserves”, with Oppenheimer & 
Company’s managing director, F. Gheit, stating that “it could potentially be a game 
changer.”297 

 Naturally, Vaca Muerta attracted the attention of Chinese NOCs Sinopec and CNOOC, 
which were defined as being “crouching”298 about the possibility of buying a majority stake 
in the company, as explained in the analysis of the months of April and May done below.  

In February, British oil explorer Desire Petroleum, started drilling exploration wells 
some 60 miles (97 km) north of the disputed Falkland/Malvinas Islands. According to 
eological surveys carried out in 1998, there could be “60 billion barrels of oil in the area 
around the islands but the initial 2010 drilling, on February 22, produced poor results.”299  

As aforementioned, in 2010 CNPC’s pioneering role in Argentina was followed by 
the other two Chinese NOCs, CNOOC and Sinopec. According to Shi Yan, an analyst at 
UOB-Kay Hian Ltd. (UOBKH) 300  in Shanghai, “Chinese companies are interested in 
acquiring energy assets that China needs in developing countries like Argentina because they 
are seen as having less competition from the big established oil majors…We’ve seen a lot of 
interest in Latin America from Chinese companies recently.”301  

In March, and as aforementioned, CNOOC formed a Joint Venture with Argentine 
Bridas Energy Holdings Ltd. (BEH, 布里达斯公司), acquiring a 50% stake for roughly 
US$ 3.1 billion, with the other 50% share owned by the Bulgheroni brothers.302  

The Sino-Argentine CNOOC-Bridas Joint Venture (中國海洋石油-布里達斯公

司) deal marked CNOOC’s entry not only in the Argentine energy sector but also in Latin 
America, and topped the US$ 2.7 billion the NOC had paid in 2006 for a share in a Nigerian 
oilfield.303  

                                                      
297 Ibid.  
298 “Los chinos, agazapados y a la espera de YPF” – La Nación – April 17, 2012.  
http://www.lanacion.com.ar/1465719-los-chinos-agazapados-y-a-la-espera-de-ypf   
299 “Oil exploration off Falklands turns up poor quality crude” – Sify News – March 30, 2010.   
http://www.sify.com/news/oil-exploration-off-falklands-turns-up-poor-quality-crude-news-international-
kd4okhegihg.html  
300 UOB-Kay Hian Ltd. 
http://www.uobkayhian.com/  
301 “Sinopec agrees to purchase Occidental’s Argentina Unit for US$ 2.45 billion”, Bloomberg, December 10, 
2010.  
http://www.bloomberg.com/news/2010-12-10/sinopec-agrees-to-purchase-occidental-s-argentina-unit-for-2-45-
billion.html  
302 “The World’s Billionaires: Carlos and Alejandro Bulgheroni” – Forbes – March 2013.  
http://www.forbes.com/profile/carlos-and-alejandro-bulgheroni/ (accessed April 2, 2013). 
303 Kari Lundgren, “BP sells interests in PAE to BRIDAS for US$ 7.06 billion”, Bloomberg, November 28, 
2010.   
http://www.bloomberg.com/news/2010-11-28/bp-sells-60-stake-in-pan-american-energy-to-bridas-corp-for-7-1-
billion.html (accessed November 20, 2011). 

http://www.lanacion.com.ar/1465719-los-chinos-agazapados-y-a-la-espera-de-ypf
http://www.sify.com/news/oil-exploration-off-falklands-turns-up-poor-quality-crude-news-international-kd4okhegihg.html
http://www.sify.com/news/oil-exploration-off-falklands-turns-up-poor-quality-crude-news-international-kd4okhegihg.html
http://www.uobkayhian.com/
http://www.bloomberg.com/news/2010-12-10/sinopec-agrees-to-purchase-occidental-s-argentina-unit-for-2-45-billion.html
http://www.bloomberg.com/news/2010-12-10/sinopec-agrees-to-purchase-occidental-s-argentina-unit-for-2-45-billion.html
http://www.forbes.com/profile/carlos-and-alejandro-bulgheroni/
http://www.bloomberg.com/news/2010-11-28/bp-sells-60-stake-in-pan-american-energy-to-bridas-corp-for-7-1-billion.html
http://www.bloomberg.com/news/2010-11-28/bp-sells-60-stake-in-pan-american-energy-to-bridas-corp-for-7-1-billion.html
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The transaction was part of CNOOC’s growth strategy by expanding its reach into 
Latin America and was aimed at establishing “a foundation for future growth in the region 
and other countries.”304 Indeed, and according to CNOOC’s President, Mr. Yang Hua (杨华, 
or 楊華 ) “Bridas, with a world-class oil and gas asset portfolio, is a very good beachhead for 
us [CNOOC] to enter Latin America.”305 In this regard, it is worth noting that Bridas –
through its affiliates (which included a 40% interest in Pan American Energy LLC [PAE, 泛
美能源, a British-Argentine joint-venture, that the CNOOC-Bridas joint venture would try to 
purchase in November 2010])– was involved in oil and gas exploration and production in 
Argentina, Bolivia and Chile. Along the same lines, CEO Mr. Fu Chengyu (傅成玉) pointed 
out that the CNOOC-Bridas Joint Venture was “aligned with our [CNOOC’s] philosophy of 
seeking partnerships to expand our global footprints.”306  

On November 28, CNOOC announced that the Bridas Joint Venture 307  would 
purchase British Petroleum plc. (formerly BP, 英國石油 )’s 60% stake in Pan American 
Energy (PAE, 泛美 能源 308 , a British-Argentine joint-venture) for more than US$ 7 
billion.309 BP Plc. had decided to sell its stake in PAE as part of its efforts to cover the clean-
up costs of the oil spill provoked by the explosion of the deepwater drilling platform 
Deepwater Horizon outside Lousiana’s coast into the Gulf of Mexico on April 2010.310 

For the purposes of this research, it would be important to point out that Bridas agreed 
to pay US$ 7.06 billion –a cash deposit of US$ 3.53 billion in cash and the remainder upon 
completion of the sale in 2011– for the holding, making it the sole owner of PAE –which 
controls holdings in four hydrocarbon basins in Argentina, where it is the 2nd largest producer 
of oil and gas.  

However, CNOOC-Bridas’ acquisition of PAE from BP plc would be cancelled the 
following year, in 2011, with neither side admitting responsibility for the cancellation: on the 
one hand, CNOOC-Bridas issued a statement arguing that “the decision to pull out ‘was 

                                                      
304 “CNOOC to Establish Joint Venture with Bridas Energy Holdings”–Oil Voice–March 14, 2010. 
http://www.oilvoice.com/n/CNOOC_to_Establish_Joint_Venture_with_Bridas_Energy_Holdings/214934b2c.as
px#gsc.tab=0 
305 Ibid. 
With this deal, CNOOC was expecting to increase its proven reserves by 318 million barrels of oil equivalent 
(“BOE”) and its average daily production by 46,000 thousand BOE 
306 Ibid. 
307 Kari Lundgren, “BP sells interests in PAE to BRIDAS for US$ 7.06 billion”, Bloomberg, November 28, 
2010.   
http://www.bloomberg.com/news/2010-11-28/bp-sells-60-stake-in-pan-american-energy-to-bridas-corp-for-7-1-
billion.html (accessed November 20, 2011). 
308 Translation by the author. For further details, please refer to: Pan American Energy (PAE) http://www.pan-
energy.com/ (accessed July 2, 2012). 
309 See “China, Latin America and the United States: the New Triangle”, 18-21.  
See also Pan American Energy’s website: http://www.pan-energy.com/   
310  “Deepwater Horizon incident” – National Oceanic and Atmospheric Administration (NOAA) – US 
Department of Commerce.   
http://oceanservice.noaa.gov/deepwaterhorizon/ (accessed April 22, 2012).   
See also: “Final Report on the Investigation of the Macondo Well Blowout” Deepwater Horizon Study Group 
(DHSG – Center for Catastrophic Risk Management –CCRM, University of California-Berkeley), March 1, 
2011.  
http://ccrm.berkeley.edu/pdfs_papers/bea_pdfs/dhsgfinalreport-march2011-tag.pdf (accessed April 21, 2011). 

http://www.oilvoice.com/n/CNOOC_to_Establish_Joint_Venture_with_Bridas_Energy_Holdings/214934b2c.aspx#gsc.tab=0
http://www.oilvoice.com/n/CNOOC_to_Establish_Joint_Venture_with_Bridas_Energy_Holdings/214934b2c.aspx#gsc.tab=0
http://www.bloomberg.com/news/2010-11-28/bp-sells-60-stake-in-pan-american-energy-to-bridas-corp-for-7-1-billion.html
http://www.bloomberg.com/news/2010-11-28/bp-sells-60-stake-in-pan-american-energy-to-bridas-corp-for-7-1-billion.html
http://www.pan-energy.com/
http://www.pan-energy.com/
http://www.pan-energy.com/
http://oceanservice.noaa.gov/deepwaterhorizon/
http://ccrm.berkeley.edu/pdfs_papers/bea_pdfs/dhsgfinalreport-march2011-tag.pdf
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prompted by legal issues, by the manner in which BP has behaved during the transaction and 
the signature.’” 311  

With the deal off, BP needed to pay back the US$ 3.5 bn it had taken on deposit for 
the failed sale of its 60% stake in PAE. 

On the other hand, while BP “confirmed the end of the PAE sales agreement, it 
blamed the collapse on the failure of the CNOOC-Bridas joint venture “to obtain the green 
light from the necessary authorities. The closing of this transaction had been delayed because 
the Argentine anti-trust and Chinese regulatory approvals required to satisfy the conditions 
precedent to closing of the transaction had not been obtained by Bridas Corporation. Under 
the terms of the agreement, Bridas had exclusive responsibility for obtaining these 
approvals,’ said BP in a statement.”312 

As regards CNOOC and Sinopec, in early April, CNOOC had planned to buy 
Argentina’s YPF for over US$ 10 billion, according to a report by Spanish newspaper El 
Confidencial.  

A few days later, on April 17, 2010, and according to Caixin (财新传媒, or 財新傳

媒 ), a Sinopec source revealed that “China Petrochemical Corp. (Sinopec Group) is in talks 
to buy Argentine oil and gas company YPF S.A., a source close to Sinopec says. Sinopec is 
negotiating with Repsol/YPF [which owned a 57.4% stake in YPF], Spain’s largest industrial 
company and the sixth-largest oil company in Europe by sales, on a non-binding agreement, 
the source said. The acquisition price was over US$ 15 billion.”313 

Sinopec intended to acquire all the shares owned by Repsol, whose board of directors 
supported the deal, the source said. The deal would need to be approved by authorities in 
Spain and Argentina. 

The official Xinhua News Agency reported that the “Argentine government had told 
its Congress that it aimed to buy a 50.1 percent stake in YPF, enough to be its controlling 
shareholder.” It also noted that the Argentine government strictly controlled oil prices, 
keeping them low and sapping the enthusiasm of oil firms. In addition, Argentina has 
imposed 40 % tariffs on exported oil and gas. Earlier this year, YPF was in a dispute with the 
government over a US$ 8 million tax bill for natural gas export. It was reported that Sinopec 
saw huge potential in the oil blocks owned by YPF in Argentina and was confident it can 
meet the requirements of Kirchner’s government to speed up exploration, according to other 
sources cited by Xinhua.314  

                                                      
311 Terry Macalister, “BP’s $ 7 bn sale of Pan American Energy to Argentinian firm collapses”, The Guardian, 
November 6, 2011.  
http://www.theguardian.com/business/2011/nov/06/bp-pan-american-energy-sell-off-blocked (accessed 
November 7, 2011). 
312 Terry Macalister, “BP’s $ 7 bn sale of Pan American Energy to Argentinian firm collapses”, The Guardian, 
November 6, 2011.  
http://www.theguardian.com/business/2011/nov/06/bp-pan-american-energy-sell-off-blocked 
313 “Repsol intentó vender su parte de YPF a los chinos” – La Nación – April 18, 2012.   
http://www.lanacion.com.ar/1466005-repsol-intento-vender-su-parte-de-ypf-a-los-chinos              
Xiaocong Wang, “Sinopec Tries to Buy Argentine Oil Firm YPF”, Caixin, April 17, 2012. 
http://english.caixin.com/2012-04-17/100380923.html (accessed April 17, 2012). 
314 Ibid.  

http://www.theguardian.com/business/2011/nov/06/bp-pan-american-energy-sell-off-blocked
http://www.theguardian.com/business/2011/nov/06/bp-pan-american-energy-sell-off-blocked
http://www.lanacion.com.ar/1466005-repsol-intento-vender-su-parte-de-ypf-a-los-chinos
http://english.caixin.com/2012-04-17/100380923.html
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Lastly, in December Sinopec reached an agreement with Occidental Petroleum Corp. 
(OXY, 西方石油公司) to buy the latter’s Argentine unit made the NOC’s –Asia’s biggest 
refiner– “first investment in Argentina’s oil and gas industry.315 

In terms of biofuels, Argentina’s domestic biodiesel consumption grew rapidly in 
2010. Indeed, since January 1st, 2010, the Biofuels Law of 2006 made it mandatory the use of 
B5 and E5. But only in the Northern provinces it had started to be implemented, according to 
C. Molina, director of the Argentina Biofuels Association.316 Later that year, the embargo 
imposed by the PRC provoked an excess of unsold soybean oil, and thus the Secretary of 
Energy disposed the entry into force of another mandate stipulating that diesel must be 
blended with 7% biodiesel (B7), raising the percentage of the blend in order to further 
increase biofuels consumption.  

It was also in 2010 that Argentina accounted for 48% of global exports of biodiesel, 
followed by the US (10%), Finland (6%), Belgium (4%), and the rest of the world (32%).317 
As aforementioned, the Secretary of Energy had granted the permits with the largest ethanol 
quotas to the sugarcane mills Alconoa (Tabacal) and BioLedesma (Ledesma)318 and had 
issued four Resolutions about biodiesel –which, at least to a certain extent, can be explained 
by the need to deal with the excess of soybean oil in the market, given China’s imposed 
embargo.  

The biodiesel-related resolutions dealt with the terms of biodiesel (B5) domestic 
supply price agreement (Resolution 7/2010 of February 9, 2010)319 and the specifications of 
Biodiesel Quality (Resolution 6/2010 of February 10, 2010). 320  Amid the soybean oil 
embargo imposed by China –which lasted from April to October, these resolutions were 
modified and complemented by two other resolutions, one of July 6 establishing an increase 
of the proportion of biodiesel to be blend with fossil fuels (to B7) (Resolution 554/2010)321 
and another one, of September 3, determining that producers and blenders must have the 
equipment to analyze the quality of the biofuels (Resolution 828/2010).322  

 
                                                      
315 “Sinopec agrees to purchase Occidental’s Argentina Unit for US$ 2.45 billion”, Bloomberg, December 10, 
2010.  
http://www.bloomberg.com/news/2010-12-10/sinopec-agrees-to-purchase-occidental-s-argentina-unit-for-2-45-
billion.html  
“Sinopec completes acquisition of Occidental’s Argentina unit” – Xinhua – February 23, 2011. 
http://news.xinhuanet.com/english2010/china/2011-02/23/c_13746454.htm  
316 “Argentina no cumple con la ley de corte de combustibles con etanol y biodiesel”- BioDieselSpain – 
February 1, 2010.  
http://www.biodieselspain.com/2010/02/01/argentina-no-cumple-la-ley-de-corte-de-combustibles-con-etanol-y-
biodiesel/  
317 Querini, “Biodiesel: Situación en Argentina”, 18.   
318 “Argentina no cumple con la ley de corte de combustibles con etanol y biodiesel”- BioDieselSpain – 
February 1, 2010.  
http://www.biodieselspain.com/2010/02/01/argentina-no-cumple-la-ley-de-corte-de-combustibles-con-etanol-y-
biodiesel/  
319 “Resolución 7/2010” – Secretaría de Energía y Minería – February 9, 2010. 
http://www.infoleg.gob.ar/infolegInternet/anexos/160000-164999/163992/norma.htm  
320 “Resolución 6/2010” – Secretaría de Energía y Minería – February 10, 2010. 
http://www.infoleg.gob.ar/infolegInternet/anexos/160000-164999/163911/norma.htm  
321 “Resolución 554/2010” – Secretaría de Energía y Minería – July 6, 2010. 
http://www.infoleg.gob.ar/infolegInternet/anexos/165000-169999/169171/norma.htm  
322  “Resolución 828/2010” – Secretaría de Energía y Minería – September 3, 2010. 
http://www.infoleg.gob.ar/infolegInternet/anexos/170000-174999/171944/norma.htm  

http://www.bloomberg.com/news/2010-12-10/sinopec-agrees-to-purchase-occidental-s-argentina-unit-for-2-45-billion.html
http://www.bloomberg.com/news/2010-12-10/sinopec-agrees-to-purchase-occidental-s-argentina-unit-for-2-45-billion.html
http://news.xinhuanet.com/english2010/china/2011-02/23/c_13746454.htm
http://www.biodieselspain.com/2010/02/01/argentina-no-cumple-la-ley-de-corte-de-combustibles-con-etanol-y-biodiesel/
http://www.biodieselspain.com/2010/02/01/argentina-no-cumple-la-ley-de-corte-de-combustibles-con-etanol-y-biodiesel/
http://www.biodieselspain.com/2010/02/01/argentina-no-cumple-la-ley-de-corte-de-combustibles-con-etanol-y-biodiesel/
http://www.biodieselspain.com/2010/02/01/argentina-no-cumple-la-ley-de-corte-de-combustibles-con-etanol-y-biodiesel/
http://www.infoleg.gob.ar/infolegInternet/anexos/160000-164999/163992/norma.htm
http://www.infoleg.gob.ar/infolegInternet/anexos/160000-164999/163911/norma.htm
http://www.infoleg.gob.ar/infolegInternet/anexos/165000-169999/169171/norma.htm
http://www.infoleg.gob.ar/infolegInternet/anexos/170000-174999/171944/norma.htm
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5.5. Concluding Remarks  

This Chapter has examined Sino-Argentine energy relations within the wider 
framework of politico-economic bilateral relations and analyzing the different actors and 
policies that play a role in the Argentine energy sector.  

In this regard, and in terms of Argentine oil exports to China, it is noteworthy that 
Argentine started the observed period at a level comparable to that of Brazil –accounting for 
1% of Chinese total oil imports in 2001– and finished it with crude oil exports that 
represented 2.2% of China’s total imports, a much lower percentage that its neighbor.  

Notwithstanding the relative increase in terms of Argentina’s share in Chinese 
imports –which, in terms of value, increased from US$ 0.022 billion at the beginning of the 
observed period to around US$ 0.9 billion in 2006, the highest value recorded, Argentina’s 
poor performance meant that oil exports to the PRC decreased after that year and Argentina 
lost positions in the Latin American ranking of oil suppliers. This became particularly evident 
since 2007, when Venezuelan oil exports to China displaced both Brazil and Argentina to the 
second and third positions.  

In terms of petroleum, the data examined reveals that Argentina ranked as the largest 
Latin American oil supplier to the PRC in 2003 and 2006. It ranked second from 2000-2002 
and from 2004-2005 (behind Brazil), and third from 2007-2010 (behind Brazil and 
Venezuela).  

Throughout the observed period, Argentina remained a net oil exporter, although both 
its oil production and exports were declining. The country would even lose its self-
sufficiency in 2011, the same year that the Vaca Muerta discovery was announced by 
Repsol/YPF. The company had been approached by Chinese NOCs in 2007, 2009 and 2012, 
which reveals that their interest on the Argentine energy sector has been growing towards the 
end of the observed period, as explained below. It is worth noting that, unlike Brazil, all three 
main Chinese NOCs –namely, and in chronological order, CNOOC (in 2007), CNPC (in 
2009 and 2010) and Sinopec (2010)– have entered the Argentine enegy market within the 
time frame of the observed period. In the case of Brazil, only two NOCs accessed the 
Brazilian energy sector –Sinopec in 2004 and and CNPC in 2005. Only after the observed 
period CNOOC arrived to Brazil, in 2013.   

In terms of biofuels, the scenario is drastically different. After a slow start, with the 
first policies being passed in 2001, the Argentine biofuel industry started growing in 
2006/2007, and the country consolidated as a top producer and exporter of soybean-based 
biodiesel between 2007 and 2010, a position that it retains until today. 

Unlike Brazilian biofuels –produced for the domestic market, the driver of the 
Argentine biofuels industry is the external market. Between 85-90% of the biodiesel 
produced in Argentina is exported, with the European Union being the largest export 
destination.  

 The Chapter has succinctly examined the advserse consequences that the 6-month 
embargo imposed by Chinese authorities to Argentine soybean oil had for the country –given 
that it had been analyzed in detail in Chapter 2. It has noted that the economic losses 
provoked by the embargo –estimated between US$ 1.6 and US$ 2 billion– could have been 
reduced or avoided by further refining the oil into biodiesel. Indeed, upon the excess of 
soybean oil in the domestic market due to the Chinese restrictions, the Secretary of Energy 
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issued a number of resolutions fostering the use of biodiesel in the Argentine market, raising 
the percentage of the mandatory blend from B5 to B7 in only a matter of months. The 
Chapter has also highlighted the opinion of an interviewee –former Secretary of Energy– 
about the “need to further develop” the possibility of adding China as an export destination 
for Argentine biodiesel, emphasizing the ease with which soybean oil can be turned into 
biodiesel. This, as argued in Chapter 2, would contribute the reduce Argentina’s dependence 
on Chinese demand and access to the PRC market, by contributing o diversify both the 
country’s export basket and its export destinations. As explained in Chapter 2 and, succinctly, 
in this Chapter, in addition to the energy security and environmental advantages offered by 
biodiesel, it should also be taken into consideration that it is a more “exportable” product, 
given the fact that it has a greater number of alternative markets.    

In terms of petroleum, the Chapter has underscored that the declining production and 
exports of oil reflects the lack of a proper petroleum policy on the part of the Argentine 
government, as well as the fact that the country did not have a NOC that could act as 
counterpart of the Chinese oil companies, which had to deal with private oil companies such 
as Spain’s Repsol/YPF (雷普索爾石油公司), Argentina’s Bridas Corporation (布里达斯公

司) and the Argentine British Joint Venture PAE (Pan American Energy LLC (PAE, 泛美 能

源 323). Although the country remained an oil exporter throughout the observed period –
having even accounted for a record share of 5.5% of China’s total imports in 2006 
(accounting for 40% of Argentine oil exports), its gradually diminishing production and 
exports, together with the lack of exploratory activity, resulted in the country’s loss of 
leverage. Eventually, Argentina was to lose its self-sufficiency in 2011, in a diametrically 
opposed situation to the case examined in the previous chapter. Paradoxically, it was the 
same year that the discovery of a gigantic shale oil and gas formation (Vaca Muerta – 
standing for Dead Cow, 死牛油田- the world’s third largest non-conventional reservoir) in 
the South of the country was announced. Thus, this chapter analyzes a variety of reasons that 
would suggest the Argentine government to embrace the Brazilian energy policy profile in 
order to increase its attractiveness for the exploitation of these fields by both national and 
foreign oil companies.  

The inability of successive governments to satisfy the rapidly growing demand for oil 
with local resources has forced them to import petroleum since 2011, generating an equally 
rapid increase in the trade deficit in the energy sector. 

As pointed out in a report prepared by the German embassy in Argentina, “the 
growing energy deficit is one of the main concerns for the government and has led to several 
interventions on the market, which in turn scare away much-needed investors.”324 

This study puts forward the argument that, in the case of Argentine energy sector, 
being perceived as agents of the Chinese government can be a major advantage for the NOCs, 
allowing them to play a very significant role in regard to the development of both 
conventional and non-conventional energy resources.  

Indeed, backed by Beijing, the NOCs have the advantage of being able to deal with 
the Argentine government from a stronger position than other oil companies. Both sides are 

                                                      
323 Translation by the author. For further details, please refer to: Pan American Energy (PAE)  
http://www.pan-energy.com/ (accessed July 2, 2012). 
324 “Economía: Estructura de la economía”, Aktuelle Wirtschaftslage (July 2013): 3-8. 
http://www.buenos-aires.diplo.de/contentblob/2333934/Daten/ 

http://www.pan-energy.com/
http://www.buenos-aires.diplo.de/contentblob/2333934/Daten/
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aware of Argentina’s dependence on China as a trading partner and, more recently, as a 
source of capital.  

Moreover, Chinese NOCs can be said to be more at ease than most other oil 
companies in a market like Argentina’s characterized by state intervention and heavy 
regulation.  

The three attempts made by CNPC to acquire the Argentine assets of YPF in 2007 
and 2009, and the willigness of Repsol to get involved in the talks and to, eventually, reach a 
deal, reveals the concerns that the Spanish company had about operating in Argentina. 
Furthermore, this study argues that –had YPF been in the hands of a Chinese NOC and not in 
those of Repsol– the re-nationalization ordered by Fernández de Kirchner would had never 
taken place.  

It is, thus, likely that coming years will see increased interest of the NOCs in 
Argentine resources, especially following the 2012 discovery of the gigantic shale formation 
in Vaca Muerta, which –according to the EIA – has placed “Argentina fourth behind Russia, 
the United States and China in the world, with technically recoverable shale oil reserves of 27 
billion barrels. And it ranks Argentina second after China in potentially recoverable shale gas 
reserves, with 802 trillion cubic feet.”325 

This study highlightsm that, in terms of Sino-Argentine energy cooperation and 
investments, and technology transfer, Vaca Muerta has remarkable potential to start a “shale 
revolution” and give self-sufficient in energy back to Argentina in both the mid-and long 
term, given that both countries are involved in the race to “emulate the US, with Ukraine, 
China and Argentina all investing heavily to develop their unconventional resources” 326,  

This study points out that the Argentine governments need to realize that being rich in 
natural resources –including oil– is not enough. A priviledged natural endowment needs to be 
complemented by credibility, stability and predictability. Unfortunately, the successive 
Argentine governments have suffered from a notorious lack of these features.  

It would be highly desirerable that –if not for other reasons, at least for self-interest– 
the leading class finally understands that, in order to be able to exploit the Vaca Muerta 
formation, Argentina needs capital, about US$ 25 billion a year, according to recent 
estimations. Such figures are beyond what the country’s capital markets can raise. 

Therefore, the only solution seems to be the attraction of foreign investment. Needless 
to say, Argentina does not get enough foreign capital at present. Moreover, the Kirchners 
have not done any efforts to raise the attractiveness of the country, except relying on 
Chavez’s financial support. In this regard, and as aforementioned, this study points out that 
the Chinese NOCs are in a priviledged position to take advantage of the situation. All three of 
them –CNPC, CNOOC, Sinopec– have made their interest in Argentina’s energy assets 
evident in recent years. Since 2003, Argentina has turned from indifference to hostility 

                                                      
325 Simon Romero, Clifford Klaus and Jonathan Gilbert, “An Odd Alliance in Patagonia”, The New York Times, 
October 21, 2013.  
http://www.nytimes.com/2013/10/22/business/energy-environment/argentinas-oil-ambitions-create-unlikely-
alliance-with-chevron.html?pagewanted=1&_r=1&adxnnlx=1382634252-W0Yy2kpte78Mkk9HrofbWw 
(accessed October 21, 2013).   
326 Guy Chazan, “Changing sources of energy”, Financial Times, June 13, 2013. 
http://www.ft.com/intl/cms/s/0/ccdf6692-d1c2-11e2-9336-00144feab7de.html#axzz2bSeLGwpg 

http://www.nytimes.com/2013/10/22/business/energy-environment/argentinas-oil-ambitions-create-unlikely-alliance-with-chevron.html?pagewanted=1&_r=1&adxnnlx=1382634252-W0Yy2kpte78Mkk9HrofbWw
http://www.nytimes.com/2013/10/22/business/energy-environment/argentinas-oil-ambitions-create-unlikely-alliance-with-chevron.html?pagewanted=1&_r=1&adxnnlx=1382634252-W0Yy2kpte78Mkk9HrofbWw
http://www.ft.com/intl/cms/s/0/ccdf6692-d1c2-11e2-9336-00144feab7de.html#axzz2bSeLGwpg
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towards foreign capital. Nevertheless, and with the changes that can be expected to take place 
in 2015, a joint venture between Argentine and Chinese partners could be considered. 

The promising future of the biofuels industry in Argentina, however, has been 
threatened by the government’s misled and incoherent tax policy, with a rise in taxes from 
14% to 24.7% in recent years that has resulted in losses of profitability and, thus, has severely 
damaged”– or, at least,  paralyzed–  the country’s biofuels industry.  

The main reason could be said to be the lack of synchronization and common goals 
between actors in policy making and those in policy implementation.  
  

That the Argentine federal government needs to solve this mistaken policy is an 
obstacle that must be circumvented. However, so far Argentine government officials have 
behaved as if it was only a prospect that could be wished away. This is particularly 
regrettable, because of it is highly counterproductive consequences.  

 
The country is characterized by abundant oil deposits and great resources, and by an 

even greater incapacity to develop them into reserves. It should go without saying that 
potential needs ability to be realized.  In short, Argentina started the observed period with the 
worst politico-economic crisis in the country’s history, and ended up with an energy deficit 
that made it lose oil self-sufficiency immediately after the observed period, in 2011.  

The Chapter notes that Argentina can be said to be rich in energy resources, but very 
poor in policy making and implementation. With an absent, passive state, no NOC and an 
ineffective energy SOE, Argentina’s oil policy has been erratic and mistaken. Bad policy 
measures have been real “political interventions” and included energy price controls and 
disproportionate export taxes for both oil and biofuels. Counterproductive export tax policies, 
instead of generating revenues, discourage production or investment. In the case of petroleum 
it is worth noting the caps oil exports at about US$ 42 per barrel that keeps any profit above 
that price327), energy producers’ export tariffs and subsidies for consumers (cheap energy led 
to oil demand increases of over 8% per year), lack of a transparent regulatory environment, 
capped commodity prices, are all factors that have provoked unprofitability to producers and 
have discouraged investments.  

As explained in previous sections, the arrival of Kirchner to the presidential office in 
2003 marked the beginning of the so-called ‘lost decade”, which has witnessed the 
establishment of a system so remarkably inefficient that the same system stimulates decreases 
in production, increases in imports, losses of foreign reserves and a complex system of 
subsidies that are to be covered with public money. A decade later, Argentina’s oil 
production had been falling month after month, year after year, for 120 months and the 
country’s oil production was about 40% lower than in 2003. Since 2000, Argentina’s oil 
production has decreased by an average of 3 % annually, reaching 650,000 barrels per day in 
2010, down from 815,000 bpd in 2000, according to the International Energy Agency (IEA). 

In more general terms, the Argentine media have claimed that the decade has been 
wasted amid an extraordinarily favorable international context, in which Argentina had all the 
elements to consolidate economic growth and leave behind its economic worries. Instead, it 
ends with “foreign companies that leave, and foreign investments that don’t arrive.”328 

                                                      
327 Economides, “Argentina’s Re-Nationalization of the Energy Industry and What it means”, 2-9.  
328 “Empresas que se van e inversiones que no vienen” – La Nación – April 27, 2013. 
http://www.lanacion.com.ar/1577032-empresas-que-se-van-e-inversiones-que-no-vienen  

http://www.lanacion.com.ar/1577032-empresas-que-se-van-e-inversiones-que-no-vienen
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In terms of biofuels, where the Kirchner administration and Minister de Vido had 
been smart enough to keep their interventions to a minimum - “the government shot his foot” 
with Resolution 1436 of August 2012, which –a result of short-sighted, revenue-seeking 
policy, the Fernandez de Kichner administration allowed Interior Secretary R. Moreno and 
Vice Minister of Economy A. Kiciloff to let the UEIM (Unidad Ejecutiva Interdisciplinaria 
de Monitoreo) raised the export tax of biodiesel: from 14.17 to 24.24. As a direct 
consequence, biodiesel production suffered a 35/40% decrease and biodiesel exports fell 50% 
September 2012.329   
 

Finally, and in order to be able to exploit the Vaca Muerta shale formation – perhaps 
the most valuable shale formation in the world330, of which YPF holds 40%– it is necessary 
to introduce major reforms to energy policy and regulatory structure are needed to make 
substantial improvements in the regulatory framework (to turn resources into reserves), the 
only way in which the government will be able to attract investment. Argentina lacks the 
expertise, the funds and the access to credit to develop its energy wealth alone.  

At present, Argentina is facing a number of economic problems: it is not growing so 
fast any longer, it has no external financing (which makes it dependent from Venezuelan 
loans) and annual inflation is over 20%. In terms of FDI, Argentina attracts much less than 
the neigbors: according to UN ECLAC (Economic Commission for Latin America and the 
Caribbean) in the first half of 2011, Argentina received $2.4 billion in foreign investment, 
compared with Brazil’s $44 billion, Mexico’s $10.6 billion and Colombia’s $7 billion. 

In addition to that, it should be borne in mind that the energy sector requires long-
term profitability, and Argentina gives no guarantees in that regard. Indeed, the expropriation 
of Repsol/YPF has resulted in the government’s bad reputation, considered as not being a 
reliable partner for energy investors.  

 

Bad as they are, economic problems are minor compared with the other problems 
faced by Argetina: most worrisomely, the CFK administration has started to be considered as 
“a government without regard to the rule of law and essentially an outlier to many of its 
resource bountiful neighbors.” 331 

Towards the end of the observed period, China has made a few attempts to be the 
“lender of last resort”332 through Chinese banks that have arrived to Argentina in the last few 
years. However, and due to the rent-seeking tax policies of the current administration, even 
Chinese NOCs, which are traditionally more willing to play long with resource nationalism in 
Latin America, have become hesitant and feel uneasy. For instance, in late 2012, Sinopec, the 
country’s third largest operator, has threatened to halt production until the government 
cancels the payments it owes it in terms of tax returns.  Nevertheless, and whatever 
government comes to power in the next presidential elections –to be held in 2015, Vaca 
Muerta will still be there. Despite the turbulent present, the future allows to consider probable 
investments by the NOCs, particularly from Sinopec and CNOOC, which have tried in the 
past to get a stake in this formation. 

 

                                                      
329 Querini, “Biodiesel: Situación en Argentina”, 26-27. 
330 Economides, “Argentina’s Re-Nationalization of the Energy Industry and What it means”, 3.  
331 Ibid.  
332 As argued by Tissot, in Myers, Sherr and Tissot, “How Is China Changing Latin America's Energy Sector?”, 
Inter-American Dialogue, July 22, 2011.   
http://www.thedialogue.org/page.cfm?pageID=32&pubID=2710 (accessed July 23, 2011).  

http://www.thedialogue.org/page.cfm?pageID=32&pubID=2710
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Chapter 6 – US Reactions to Chinese Involvement  

in Brazil’s and Argentina’s Energy Sectors  

6.1. Introduction  
According to the main focus of this study, preceding chapters have examined 

China’s energy policy and the role of Brazil and Argentina as energy suppliers to the 
PRC. As mentioned in Chapters 1 and 3, and further developed in Chapters 4 and 5, 
Chinese involvement in the energy sectors of these countries –as well as in Latin America, 
in general– has notoriously increased throughout the first decade of the twenty-first 
century. Thus, the present Chapter complements the main viewpoint adopted by this 
study by seeking to analyze what are the main implications that China’s “multilayered oil 
diplomacy,” increasing interaction and contacts with Latin American countries in 
general –and with Brazil and Argentina in particular– have had in the US, given that 
Latin America has traditionally been considered as falling within the American sphere of 
influence. This phenomenon is in line with the observation that China’s growing 
importance in the international energy market and the global environmental system 
require that the world pay close attention to the behavior of the PRC, since energy issues 
have clearly taken a higher priority in Chinese foreign policy.1  

It is noteworthy that the US-China relation is the most significant bilateral relation 
of the 21st century, having been defined as “the most important”2 and the “most complex 
and most vital relationship in the world today”3 by former American Ambassador to the 
PRC (2009-2011), J. Huntsman (洪博培). Along the same lines, former Premier Wen 
Jiabao (2003-2013) had referred to is as saying that “our common interests far outweigh 
our differences”4, while Wang has referred to it as suggesting that “the best Beijing can 
do is to strengthen its economic ties with great powers while minimizing the likelihood of 
a military and political confrontation with them,” 5  which explains the prudent and 
cautious approach that the PRC has adopted towards Latin America –long considered as 
the US “backyard” 6 (「美国的后花园」, or「美國的後花園」), given the geographical 
proximity between them. 

                                                      

1 “China’s Worldwide Quest for Energy Security” – International Energy Agency (IEA) & OECD– 2010 
http://www.oecdchina.org/OECDpdf/china2000.pdf (accessed May 8, 2012). 
2 Remarks by Dr. Viktor Zhikai Gao (高志凯 , or 高志凱), former translator of President Deng Xiaoping 
and a worldwide renowned expert in Chinese issues.  
See Tom Evans, “China-U.S. relationship called ‘most important’ in world”, CNN, November 17, 2009.  
http://edition.cnn.com/2009/WORLD/asiapcf/11/16/china.us.relations/  
See also “Thought-leader on China & expert on international relations” – China Global Speakers. 
http://www.chinaglobalspeakers.com/  
3 Remarks by US Ambassador to the PRC, John Huntsman (洪博培), “Why the US-China relationship is 
the most important in the world”, Consulate General of the United States in Shanghai.  
http://shanghai.usembassy-china.org.cn/policy_speeches/ambassadors-speech.html  
4 As cited in Wang Jisi, “China’s search for a Grand Strategy”, in Foreign Affairs 90, no. 2 (March-April 
2011): 73.  
5 Ibid., 74.  
6  Oppenheimer, Cuentos Chinos: El engaño de Washington, la mentira populista y la esperanza de 
América Latina, 135. 

http://www.oecdchina.org/OECDpdf/china2000.pdf
http://edition.cnn.com/2009/WORLD/asiapcf/11/16/china.us.relations/
http://www.chinaglobalspeakers.com/
http://shanghai.usembassy-china.org.cn/policy_speeches/ambassadors-speech.html
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Indeed, US-China relations are enormously relevant in multiple dimensions. For 
the purposes of this study, the aforementioned is particularly evident in political, 
economic, and environmental terms, given that the American and Chinese economies are 
at the global top and that both countries are the biggest emitters of greenhouse gasses. 
Along these lines, it has been pointed out by Keohane and Nye that “the US is the 
world’s foremost commercial and political power”7 and that it remains “the pre-eminent 
political and commercial power,”8 and it would be natural to assume that it has a strong 
interest in maintaining its hegemony over a region of the world that has traditionally 
considered as falling within its sphere of influence, especially throughout the 1990s when 
most governments in the region –the Menem administration in Argentina being one of the 
most notable examples,  and, to a lesser degree, Franco and Cardoso in Brazil– adopted 
neoliberal policies in line with the Washington Consensus. In this regard, Keohane and 
Nye noted that “the end of the Cold War extended the geographic domain of capitalism… 
this process of geographical extension of global capitalism was already underway, as a 
result of the liberal economic institutions created after 1945, and the failure by the early 
1980s of import-substituting industrialization (ISI)– a form of national capitalism with 
substantial state participation– in countries such as Brazil and India. The combination of 
the failure of import substitution, the discrediting of state socialism, and the absence of a 
powerful bloc promoting socialist ideas, all contributed to rapid increases in the 
integration of formerly protected regions into global capitalism.”9  Indeed, Thus, at the 
end of the Cold War… “Liberalism seemed to have triumphed –not merely capitalism, 
but democracy and the rule of law, as represented in the West, and particularly in the 
US.” They argue that “Francis Fukuyama oversimplified the result in calling it “the end 
of history”, but he was correct that after 1989 there was no single opposition to liberal 
capitalism.”10 In short, “the end of the Cold War coincided with the exhaustion of import-
substitution and state control model of industrialization”11 in the late 1980s and early 
1990s. 

Thus, and as aforementioned, the Chapter examines American reactions to 
increased Chinese involvement in Latin America in the 2000s by considering them as 
framed within a “triangular” scheme and by building upon the concept of “asymmetry of 
attention” analyzed in Chapter 2, in order to put forward the argument that, throughout 
the observed period, China has taken advantage of the fact that US attention towards 
Latin America –which has traditionally been scarce and never amounted to much in none 
of the three American administrations in office between 2000 and 2010, namely that of 
Clinton, Bush and Obama (and despite  the fact that it had received an unprecedented and 
promising boost when G. W. Bush took power in January 2001, which would eventually 
probed to be short-lived due to the 9/11 terrorist attacks)– was, very early in the observed 
period of time, diverted into other regions –i.e., the Middle East– thus falling into the 
low-priority pattern that had characterized its predecessors. Chapters 1, 3, 4 and 5 have 
examined how the Brazilian and Argentine governments –i.e., the Cardoso and de la Rúa 
                                                      

7 Keohane and Nye, Power and Interdependence, 291.  
8 Ibid., 298.  
9 Ibid., 249. 
10 Ibid., 250.  
11 Ibid., 251.  
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administrations– became increasingly concerned about US unilateralism and –having 
prioritized North-South relations throughout the 1990s under the presidencies of Menem 
and Cardoso– started showing greater concern for multilateralism and fostering contact 
with developing countries in the early 2000s. 

 
Within this context, and as explained in the sections below, the contrast between the 

different degrees of attention paid by the PRC and the US to Latin America –and to 
Brazil and Argentina– between 2000 and 2010 becomes clear, with Chinese presidents 
having taken the initiative in approaching their Brazilian and Argentine counterparts and 
having been significantly more active in promoting relations with these countries, thus 
paving the way for the PRC to make substantial advances in the region –at the expense of 
the US. Naturally, Chinese progress made in the region includes the energy sectors of 
both Brazil and Argentina.   

In this regard, and as mentioned in the Literature Review section of Chapter 1, a 
number of authors have highlighted that China’s steady progress in Latin America has 
been characterized by the PRC’s efforts to avoid being perceived as antagonizing or 
challenging US hegemony, thus adopting a remarkably cautious and prudent approach 
towards the region in general and towards Brazil and Argentina –the two largest 
economies in South America– in particular. China’s low-key approach is particularly 
evident in the case of Venezuela (the largest holder of proven oil reserves in the world,12 
the largest energy exporter in Latin America and the main South American oil supplier to 
the US)13 in particular, given the geopolitical implications that Chinese involvement in 
the region have in the US. In this regard, and succinctly put, Venezuelan President H. 
Chávez (查維茲) visited the PRC six times during his four terms in office (1999-2013), 
but without having been reciprocated. As explained in the following sections, Chinese 
presidents, aware of the notoriously anti-American rhetoric of the Venezuelan president 
and his evident willingness to use the PRC as a counterbalance to the US, have always 
been remarkably careful when dealing with Sino-Venezuelan relations. In this regard, it 
has been noted that “anti-Washington sentiments have increased in the region and 
facilitated the rise of Chinese influence and presence.”14 

The Chapter highlights four main differences between the degree of attention paid 
throughout the observed period to Latin America by Chinese presidents (Jiang and Hu) 
when compared to their American counterparts (Clinton, Bush and Obama). Succinctly 
put, between 2000 and 2010 Chinese presidents visited Brazil and Argentina –as well as a 
number of other Latin American countries– not only i) before their American 
counterparts did, but also ii) more frequently and with their visits being of iii) a higher 
diplomatic level –i.e., State visits. Furthermore, Chinese embassies in Brasilia and 
Buenos Aires iv) always had an appointed ambassador serving in office in the case of 
Buenos Aires (and for 90% of the time in the case of Brasilia), unlike their American 
                                                      

12 “Venezuela: Facts and Figures” – Organization of Petroleum Exporting Countries (OPEC) 
http://www.opec.org/opec_web/en/about_us/171.htm  
13 Frances Min Hui Chang, Sensitivity and Vulnerability: Strategic Triangle of China-Venezuela-US Oil 
Relations 1999-2008 – Master Thesis (Taipei: National Chengchi University, 2009). 
14 Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy toward Latin America”, 105. 

http://www.opec.org/opec_web/en/about_us/171.htm
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counterparts –in which the ambassadorial position was at times left vacant for prolonged 
periods of time, being run by mere chargés d’affaires ad interim  –thus suggesting that 
Brasilia and Buenos Aires did not merit much of Washington’s attention.  

In order to illustrate these four points, it is noteworthy that –throughout the observed 
period– Chinese presidents visited Brazil three times (in 2001 and 2004 –both State 
visits– and 2010), while their American counterpart visited Brasilia twice (in 2005 and 
2007, with none of them having been a State visit). In the case of Argentina, Chinese 
presidents paid two State visits to Buenos Aires (in 2001 and 2004), while Bush only 
visited once –in 2005, and it was not a State visit. The Chapter also highlights the 
different levels of diplomatic significance of the presidential visits, given the fact that 
Chinese leaders framed relations with their Brazilian and Argentine counterparts at a 
highest level of contact in diplomacy, while their American counterparts have only 
visited “officially” (but without having been State visits). Moreover, there were always 
Chinese ambassadors serving in these countries.  

 The Chapter underscores another aspect of asymmetry: in terms of energy relations, 
and throughout the observed period, the US ranks as Brazil’s top oil export destination, 
and one of the largest buyers of Argentine petroleum, but none of these two countries 
occupies a remotely similar position as suppliers of the US –which relies mainly on 
Canada, Mexico and Saudi Arabia for its oil supplies, and with Venezuela raking as its 
top South American supplier. Simply put, the US and China can be said to be in a similar 
situation with regard to exports of Brazilian and Argentine petroleum, with these 
countries playing the role of minor oil suppliers to them, as described in Chapters 3, 4 
and 5.  

It highlights that the combination of the relatively limited significance of Brazil and 
Argentina as oil providers and the high degree of state intervention in the Brazilian and 
Argentine energy markets explain, to a large extent, that the US has remained tolerant of 
increased Chinese presence in these countries –given that Chinese NOCs feel more 
comfortable than American oil corporations operating in highly regulated markets such as 
the two cases examined. Along these lines –and as examined in previous chapters– the 
Chapter puts emphasis on the attractive alternative of state-led development strategy that 
the PRC offers the Brazilian and Argentine governments, which favor strong state 
intervention to guide economic development, with Chinese investment being negotiated 
and decided without political expectations or demands being taken into consideration, as 
noted by Teng and Tissot.15 

 The Chapter focuses on energy relations within the framework of trade exchanges 
between these countries, noting that –within the observed period– China has overtaken 
the US as Brazil’s largest trading partner and also as Argentina’s second-largest trading 
partner, as well as having displaced it as largest trading partner of a number of other 
Latin American countries. The Chapter concludes by pointing out that, however prudent, 

                                                      

15 See Teng,“Democracy, Development and China Acquisition of Oil in the Third World,” 105-124, and 
Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy toward Latin America”, 84-112.  
See also Tissot, “Energy Security in Latin America”, 184-215.  
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Chinese involvement in the region has had significant effects for the US, with the 
American response being analyzed within the context of Sino-Latin American relations, 
distinguishing, on the one hand, between Chinese interest in Brazilian and Argentine 
energy resources, and, on the other, the role that these resources play in trade exchanges 
between these countries. 

6.2. Overview of US and Chinese Approaches to Brazil and Argentina  
As mentioned in the Introduction, this section tries to provide a succinct overview 

of how presidential visits and sustained ambassadorial attention have influenced relations 
between the US, the PRC, Brazil and Argentina, highlighting how a higher number of 
State visits and sustained ambassadorial attention have contributed to smooth Sino-
Brazilian and Sino-Argentine relations and strengthened China’s position in the region 
vis-à-vis the US.  
 It is pointed out that, throughout the observed period, China has steadily made 
progress not only in these countries, but also in the whole region, and Chinese advances 
and increasing involvement in the US “backyard” have been smoothed by the higher 
priority that both Brazil and Argentina have been given in the PRC’s foreign policy 
agenda, reflected by the remarkably higher degree of attention devoted to these countries, 
which is remarkably evident in terms of both “presidential diplomacy” and ambassadorial 
attention and concern, further strengthened by the PRC’s “multilayered oil diplomacy.” 
 As aforementioned, this study emphasizes that these can be said to be the main 
factors that explain the fact that China has been able to overtake the US in terms of 
relations with these countries –and to the region–, and thus has allowed it to gain leverage 
and to have the upper hand vis-à-vis the US regarding the “asymmetry of attention” 
reflected in presidential visits and in the attention to bilateral relations paid at the 
ambassadorial level.  

In order to illustrate these points, a comparison between the US and the PRC is 
made in terms of, first, ambassadorial presence and, second, presidential visits. Simply 
put, throughout the observed period, the PRC has had Ambassadors at both its embassies 
to Brazil and to Argentina, while the position of American ambassador to these countries 
has occasionally been left vacant, with embassies being run by chargés d’affaires ad 
interim for relatively prolonged periods –at times for years. Moreover, Chinese presidents 
have paid a higher number of visits, visiting Brazil and Argentina more frequently and 
with their visits being of the highest diplomatic level, than their US counterparts.  
 
6.2.1. Asymmetry of Attention as reflected in Ambassadorial Attention 

The first part of this section examines the attention that the US has paid to its 
embassies to the PRC, to Brazil and to Argentina. It highlights that the attention that each 
of these countries deserves is clearly of a different nature and, thus, this Chapter does not 
intend to compare them, but rather to point out their differences as reflected by the fact 
that, throughout the whole observed period, there has always been an American 
ambassador to the PRC, while the American embassies to both Brazil and Argentina have 
alternated periods in which there were serving ambassadors with other times at which the 
position was left vacant.  

Along the same lines, the second part analyzes the attention that the PRC has paid 
to Chinese embassies to the US, to Brazil and to Argentina. Emphasis is put on the fact 
that the PRC has permanently kept an Ambassador in each of the countries under 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                                          Chapter 6 
                                                                                                                                                      US Reactions 
 

 374 

examination (with the exception of a one-year period in the case of Brazil), without 
leaving vacancies and ensuring that the ambassadorial position at each of these capitals 
was permanently covered. 

   
a) American Ambassadors to China, to Brazil and to Argentina 

First, and regarding the bilateral relation US-China, this study notes that 
throughout the observed period 2000-2010, there has been an equal number of American 
and Chinese serving ambassadors: 3 American ambassadors to Beijing and also 3 
Chinese ambassadors to Washington DC, respectively.  

In 2000, the first year of the period under examination and the third year of 
Clinton’s second term, the US ambassador to China was J. Prueher (普呂厄), who served 
from 1999 to 2001. During Clinton’s two terms in the presidency (1993-2001), there 
were 3 American Ambassadors to China: having taken office in 1993, Clinton had kept 
Amb. J. Stapleton Roy (芮效儉, who had been appointed by Bush Sr. and served from 
1991 to 1995), then appointed J. Sasser (尚慕杰, 1996-1999) and, finally, appointed 
Prueher. In January 2001, G. W. Bush took office. Unlike Clinton, Bush only had one 
ambassador to China during his two terms in office (2001-2009): Ambassador C. Randt 
(雷德), who was to remain in office for most of the observed period, since July 2001 
(when he was confirmed by the US Senate) to January 2009 –when he was replaced by 
Obama’s appointed Ambassador, J. Huntsman (洪博培).   

Second, and with regard to Brazil, there were five American ambassadors to 
Brasilia (and two Chargés d’Affaires ad interim). It is noteworthy that, when the 
observed period started, the position had been vacant since June 1998. The last US 
Ambassador in Brazil had been M. Levitsky, who stepped down that year. In February 
2000, Clinton appointed A. S. Harrington as ambassador and sent him to Brasilia. 
Harrington would serve in such position for slightly over a year, stepping down at the end 
of February 2001, a few days after Bush Jr. took office.  

At this point, this study points out an apparent contradiction between Bush’s 
rhetoric about the increased degree of attention that his administration would pay to Latin 
America and the fact that, for over a year upon taking office, there was no American 
ambassador to Brazil. In other words, the US left vacant the ambassadorial post in the 
most important country in South America for 14 months. Indeed, a chargé d’affaires ad 
interim, C. R. Orozco, would fill the position between February 2001 and April 2002.  

It was on April 23, 2002, that Amb. D. Hrinak took office in the American 
Embassy in Brasilia, and would remain in the position until June 26, 2004. She was 
replaced by Amb. H. Danilovich, who took office on September 2, 2004 and remained in 
such capacity until November 7, 2005.  

It is equally worth noting that, for the second time in the Bush administration, 
another Chargé d’Affaires ad interim, P. Chicola, was in charge of the American 
Embassy to Brazil for a whole year –from November 2005 to November 2006. It was 
then, in November 2006, that Amb. C. M. Sobel occupied the position, where he would 
remain until he resigned as Ambassador in August 2009, when the Obama administration 
took office and appointed Sobel’s replacement.  

This study highlights the apparent lack of coherence between the fact that the 
ambassadorial position had been left vacant for a total of over 2 years under the Bush 
administration (in 2001 and in 2005) and the remarks made by Secretary of State C. Rice 
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in 2007, when she accompanied Bush in his visit to Brazil and pointed out that “Brazil is a 
regional leader and a global partner of the United States.”16 

In January 2009, upon taking office, Obama appointed former Deputy Secretary 
of State for Western Hemisphere Affairs T. Shannon as his first Ambassador to Brazil in 
December 2009 –at the time of writing, Shannon still serves in such capacity, although he 
is expected to step down towards the end of 2013.     
 

    Table 6.1: US Ambassadors to Brazil 2000-2010 
Year US Ambassadors to Brazil 

(since June 1998)-January 2000 – vacant – 

February 2000-February 2001 Amb. Harrington 

March 2001-April 2002 – vacant – 

April 2002-June 2004 Amb. Hrinak 

September 2004- November 2005 Amb. Danilovich 

December 2005- November 2006 – vacant – 

November 2006- August 2009 Amb. Sobel 

December 2009- end of period Amb. Shannon 

                                         Source: Compiled by author. 
      Missão Diplomática dos Estados Unidos no Brasil  

    portuguese.brazil.usembassy.gov/ 
 

Third, and as regards Argentina, there were four US Ambassadors (and a chargé 
d’affaires ad interim) to Buenos Aires between 2000 and 2010. It is worth noting a 
number of interesting similarities between the cases of American Ambassadors to Brazil 
and to Argentina, and which can be said to reflect the low-priority that Argentina, the 
second largest economy in South America, had for Washington.17  

In order to illustrate the above mentioned point, it is noteworthy that, at the 
beginning of the observed period, in 2000, there had not been a US Ambassador to 
Buenos Aires for almost four years, when Amb. J. Cheek –who had been appointed by 
Clinton in 1993– terminated his mission since 1996. The Argentine media speculated that 
not even Cheek might have thought that the position would remain vacant for such a 
prolonged period of time18 and attributed the lack of appointment to the inability of the 
Clinton administration to obtain approval for its candidates from the US Senate Foreign 
Relations Committee headed by Republican Senator J. Helms.   

Two chargés d’affaires ad interim had been in charge of the American embassy in 
Buenos Aires: the first one was R. Godard, between December 1996 and October 1997, 
who was succeeded by M. Rocha –between October 1997 and July 2000. In other words, 
there was no American ambassador to Argentina when Clinton visited the country in 
October 1997. Clinton would appoint Amb. H. Nemazee to fill the vacancy on January 
1999, but his nomination had been returned without action on August of the same year.  

                                                      

16 “Ask the Ambassador– Amb. Clifford M. Sobel” – Archive – US Department of State.  
http://2001-2009.state.gov/r/pa/ei/ask/102058.htm (accessed May 18, 2011). 
17 “A Guide to the United States’ History of Recognition, Diplomatic and Consular Relations, by country, 
since 1776: Argentina”– Office of the Historian– US Department of State.  
http://history.state.gov/countries/argentina (accessed May 19, 2011). 
18 Jorge Elías, “Sin Embajador de los EEUU”, La Nación, April 29, 1998.   
http://www.lanacion.com.ar/95069-sin-embajador-de-los-eeuu (accessed May 16, 2011). 

http://2001-2009.state.gov/r/pa/ei/ask/102058.htm
http://history.state.gov/countries/argentina
http://www.lanacion.com.ar/95069-sin-embajador-de-los-eeuu
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Indeed, it was only in June 2000– that Clinton appointed a US Ambassador to 
Argentina–and after about four years vacant: Amb. J. D. Walsh presented his credentials 
to the Argentine government in July 2000, and was to remain in his position until May 
2003.  

The successor was Amb. L. Gutiérrez, the first Ambassador to Argentina 
appointed by Bush, and who served from October 2003 to April 2006. Then, the position 
remained vacant until it was occupied by Amb. E.A. Wayne, who was Ambassador to 
Argentina between January 2007 and April 2009.  

Wayne was then replaced by Amb. V. Martínez, who took office in September 
2009 and –at the time of writing– remains the US Ambassador to Argentina.   
 

Table 6.2: US Ambassadors to Argentina 2000-2010 
Year US Ambassadors to Argentina 

(since 1996)-2000 – vacant – 

June 2000-May 2003 Amb. Walsh 

October 2003-April 2006 Amb. Gutiérrez 

May 2006-January 2007 – vacant – 

January 2007-April 2009 Amb. Wayne 

May 2009- September 2009 – vacant – 

September 2009-end of period Amb. Martínez 

Source: Compiled by author. 
  Embassy of the United States of America in Argentina 
               argentina.usembassy.gov/   
 
b) Chinese Ambassadors to the US, to Brazil and to Argentina 

On the other hand and as aforementioned, there were also 3 Chinese Ambassadors 
to the USA during the observed period. They were Amb. Li Zhaoxing (李肇星), who 
served between 1998 and 2001 –i.e., beginning under Clinton and stepping down with 
Bush Jr.; Amb. Yang Jiechi (杨洁篪 , or楊潔篪), whose time in office lasted from 2001 to 
2005 –thus coinciding with Bush’s first term; and Amb. Zhou Wenzhong (周文重), who 
occupied the position between 2005 and 2010 –thus, having served under Bush’s second 
term and Obama’s first period.  
 

Second, and regarding Chinese Ambassadors to Brazil, the ambassadorial position 
was covered by 5 officials between 2000 to 2010, with only one period vacant. They 
were Amb. Li Guoxing (李国新, or李國新), who served from February 1997 to April 
2000 –i.e., between Cardoso’s  first and second terms. Li was replaced by Amb. Wan 
Yongxiang (万永祥, or萬永祥), who was in office between May 2000 and August 2002, 
and replaced by Amb. Jiang Yuande (蒋元德, or蔣元德). Jiang served from September 
2002 to March 2005, thus serving during the transition from Cardoso’s second term to 
Lula’s first period. Jiang was replaced by Amb. Chen Duqing19 (陈笃庆, or陳篤慶 ), in 
                                                      

19 “Nomeado novo embaixador da China no Brasil” – O Estado de São Paulo – April 18, 2006.  
http://www.estadao.com.br/arquivo/mundo/2006/not20060418p44963.htm  (accessed April 5, 2008). 
“Novo embaixador diz: ‘O Brasil é um país menos aberto do que a China’” – Folha de São Paulo – June 19, 
2006.  
http://www1.folha.uol.com.br/fsp/brasil/fc1906200616.htm (accessed April 3, 2008).  

http://www.estadao.com.br/arquivo/mundo/2006/not20060418p44963.htm
http://www1.folha.uol.com.br/fsp/brasil/fc1906200616.htm
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office from April 2005 to February 2009. Lastly, Amb. Qiu Xiaoqi (邱小琪, current 
PRC Ambassador to Mexico)20 served between March 2009 and December 2011.  
 

Table 6.3: PRC Ambassadors to Brazil 2000-2010 
Year PRC Ambassadors to Brazil 

(February 1997)- April 2000 Amb. Li  

May 2000-August 2002 Amb. Wan 

September 2002-March 2005 Amb. Jiang 

April 2005-April 2006  – vacant –  

April 2006-February 2009 Amb. Chen 

March 2009 - end of period Amb. Qiu 

   Source: Compiled by author. 
Embaixada da República Popular da China no Brasíl 
br.china-embassy.org/por/   

  
Lastly, and with regard to Argentina, there were also 5 Chinese ambassadors to 

this country throughout the observed period. Amb. Xu Yicong (徐贻聪, or徐貽聰) 
served between September 1997 and November 2000 –i.e., under the second term of 
Menem and de la Rúa’s first year in office. Amb.  Zhang Shaying (张沙鹰, or張沙鷹) 
worked in Buenos Aires from December 2000 to February 2003, when he was replaced 
by Amb. Ke Xiaogang21 (柯小刚, or柯小剛), who served between February 2003 to 
December 2005. Then, Amb.  Zhang Tuo22 (张拓, or張拓) was in office from February 
2006 to October 2009, when he was replaced by Amb. Zeng Gang (曾钢, or 曾鋼)23, who 
served until 2011.   

 
Table 6.4: PRC Ambassadors to Argentina 2000-2010 

Year PRC Ambassadors to Argentina 

(September 1997)-November 2000 Amb. Xu  

December 2000-February 2003 Amb. Zhang 

February 2003-December 2005 Amb. Ke 

February 2006-October 2009  Amb.Zhang  

October 2009 - end of period  Amb. Zeng 

  Source: Compiled by author. 
  Embajada de la República Popular China en la Argentina 

ar.chineseembassy.org/    
                                                      

20 “País não ameaça indústria brasileira, diz novo embaixador” – Folha de São Paulo – April 22, 2009. 
http://www1.folha.uol.com.br/fsp/dinheiro/fi2204200915.htm   
“Especial: China e Brasil reforçam sua parceria estratégica”– Embaixada da República Popular da China no 
Brasil – January 1, 2010.  
http://br.china-embassy.org/por/zbgx/t649981.htm  
21 “El Vicecanciller García Moritán despidió al Embajador de la República Popular China”– Press Release 
No. 414/05 – Argentine Ministry of Foreign Affairs – December 21, 2005.  
http://www.mrecic.gov.ar/node/31577  
22 “Taiwan encabezó ayer un acto de despedida al embajador de China en nuestro país”– Press Release No. 
390/07 – Argentine Ministry of Foreign Affairs – September 22, 2007. 
https://mrecic.gov.ar/node/32630  
23 “Gang Zeng – Embajador de China” –Los Embajadores – Perfil  
http://especiales.perfil.com/embajadores/?e=42   

http://www1.folha.uol.com.br/fsp/dinheiro/fi2204200915.htm
http://br.china-embassy.org/por/zbgx/t649981.htm
http://www.mrecic.gov.ar/node/31577
https://mrecic.gov.ar/node/32630
http://especiales.perfil.com/embajadores/?e=42
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6.2.2. Asymmetry of Attention as reflected in Presidential Visits 
This section highlights an interesting fact that –even if it antedates the period of 

time being examined in this study– ever since President Yang paid the first State visit by 
a PRC president to Latin America in May 1990, Chinese presidents have visited the 
region not only before their American counterparts, but also with higher frequency and in 
visits of higher diplomatic level –i.e., paying State visits to Latin American countries. 

To a large extent, the remarkable degree of attention that Chinese presidents have 
paid to the region –considerably higher than their American counterparts– combined with 
China’s steady economic growth –implying higher demand of raw materials to fuel the 
PRC’s rise– contribute to explain that in the 2000s the PRC overtook the USA as the 
largest trading partner of a number of Latin American countries –including Brazil– and as 
the second-largest for others –as in the case of Argentina. It also explains the remarkable 
advances that China has made in the energy sectors of these countries, as examined in 
Chapters 3, 4 and 5.   

As aforementioned in previous sections this Chapter, it is noteworthy that China’s 
multilayered diplomacy has included visits by the PRC presidents, vice presidents, 
premiers and ministers from the Foreign Affairs and Commerce ministries. This study 
focuses on presidential visits.  

In this regard, it is worth mentioning that there were 2 State visits by Chinese 
presidents to Brazil and to Argentina (Jiang in April 2001, Hu in November 2004), and no 
State visits by American presidents, throughout the observed period. Nevertheless, G. W. 
Bush visited both countries in November 2005 (Argentina on November 3-5; Brazil on 
November 5-7). Brazil would be visited twice, by Bush in March 200724 and by Hu in 
April 2010. 

Therefore, and as it can see seen in the Table below, in the case of Brazil, there 
were 3 visits by Chinese presidents (2 of which were State visits, in 2001 and 2004), 
compared to 2 visits by American presidents (in 2005 and 2007, none of them having been 
State visits). 

In the case of Argentina, it was visited twice by Chinese presidents (both were State 
visits, in 2001 and 2004), and only once by the American president (in 2005, but not a State 
visit).25 

             

                                                      

24 In the 1990s, President G.H.W. Bush, had also visited Brazil twice (in December 1990 and June 1992)  
“Brazil–Travels of the President” – Office of the Historian – US Department of State.  
http://history.state.gov/departmenthistory/travels/president/brazil  
25 In this regard, this study disagrees with the last part of Zhiqun Zhu’s observation that “three Chinese 
presidents have visited Argentina: Yang Shankun in 1990, Jiang Zemin in 2001, and Hu Jintao in 2004, 
2005 and 2008,” noting that, as a matter of fact, Hu only visited the country once as Chinese president (he 
had visited Argentina in the early 1990s, but in a different capacity). As aforementioned in Chapter 3 and 5, 
following the “leak incident” provoked by the Kirchner administration in November 2004, Sino-Argentine 
relations were severely strained and this explains that the lack of subsequent presidential visits to Argentina. 
See Zhiqun Zhu, China’s New Diplomacy: Rational Strategies and Significance (Surrey, England: Ashgate, 
2010): 93.   

http://history.state.gov/departmenthistory/travels/president/brazil
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Table 6.5: Visits by Chinese and American Presidents to Brazil and Argentina 2000-2010 

Year Chinese Presidents US Presidents 

April 2001 Jiang Zemin  

(State visit to both  

Brazil and Argentina) 

 

____ 

November 2004 Hu Jintao  

(State visit to both  

Brazil and Argentina) 

 

____ 

August 2005 ____ G. W. Bush  

(Argentina and Brazil 

-no State visits) 

March 2007 ____ G. W. Bush  

(only Brazil-no State visit) 

April 2010 Hu Jintao 

(only Brazil-no State visit) 

____ 

       Source: Compiled by author. 

                                    Ministério das Relações Exteriores do Brasil www.itamaraty.gov.br/  

         Ministerio de Relaciones Exteriores y Culto de la República Argentina  

                                    www.mrecic.gov.ar/  

Simply put, the observed period reveals that, on the one hand, throughout the 
observed period there was a conspicuous lack of State visits by American presidents. On 
the other hand, and more importantly, it shows that Chinese presidents had visited Latin 
America twice before their American counterpart had even paid a first visit to the region.  

The contrast between the visits by the American president and those paid by 
Chinese presidents is evident and becomes even clearer if it is taken into consideration 
that the PRC leaders had taken the initiative and been more active in promoting relations 
with these countries since the early 1990s.  

This study notes that 1990 was a special year, in the sense that it has been the only 
time in which both the Chinese and American presidents visited Latin America: President 
Yang Shangkun’s historical visit to the region in May 1990 –the first ever by a PRC 
president, as mentioned in Chapter 3– was to be followed by that of President G. H. W. 
Bush in December 1990.  

http://www.itamaraty.gov.br/
http://www.mrecic.gov.ar/
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It is worth noting that the visit paid to Brazil and Argentina –as well as to Mexico, 
Uruguay and Chile– by the Chinese president was a State visit, the highest degree in 
diplomatic terms, while that of Bush Sr. was not. 

Both leaders were received by the presidents of the countries they were visiting, 
and Bush met Brazilian President Collor de Melo on December 3-4 and Argentine 
President Menem on December 5-6. Bush Sr. would return to Brazil in June 1992, when 
he attended the Earth Summit Meeting in Rio de Janeiro.  

President Jiang visited Brazil in 1993 –the year this country became a “strategic 
partner” of the PRC. Again, this was a State visit to Brazil, while Argentina was not 
included in the agenda.   

A few years later, President Clinton would pay his only visit to the region –not a 
State visit– in October 1997 –visiting Brazil on October 13-15 and Argentina on October 
15-18.26 It is noteworthy that Clinton had never paid much attention to Latin America27 , 
and his visit took place in the third year of his second term in office (since he had been 
reelected in 1996). Indeed, Clinton spent his whole first term in office without visiting 
Latin America. 28 Needles to say, at the beginning of the period of time observed in this 
study –the year 2000– Clinton was already in the third year of his second term, and –
having already paid his visits to Brazil and Argentina three years earlier– neither country 
would figure in the presidential agenda for the rest of Clinton’s time in office. This 
pattern would be repeated, years later, by his successor, G. W. Bush. This study points 
out that, unlike his predecessors, Obama did visit it in the third year of his first term, in 
2011. 

Within the observed period, and in spite of not having been a presidential visit, it 
is just fair to recall that in August 2000 Clinton’s Secretary of State, M. Albright (歐布

萊特 ), visited Brazil –she met President Cardoso and Foreign Minister Lampreia on 
August 15, 2000 – and Argentina –she met with President de la Rúa and Foreign Minister 
Rodríguez Giavarini on August 15-17, 2000.29 According to Oppenheimer, Albright had 
noted that “Latin Americans were interested in North-South relations, but not too much in 
those with other parts of the world.”30 Before the beginning of the observed period, in the 
mid-1990s, Albright tried to promote a “Group of the Americas” but encountered 
opposition from Brazil and Mexico, which were afraid that the US would end up playing 
a dominant role in the group. Oppenheimer notes, however, that Albright seemed to favor 
Latin America’s integration with the world as long as “it was to adopt Washington’s 

                                                      

26 “Presidents Foreign Travel- William J. Clinton III” – Archive – US Department of State 
http://2001-2009.state.gov/r/pa/ho/trvl/pres/5188.htm  
27  Oppenheimer, Cuentos Chinos: El engaño de Washington, la mentira populista y la esperanza de 
América Latina, 147.  
28 Ibid., 131. 
29 “Secretaries Travel Abroad – Argentina” – Archive – US Department of State  
http://2001-2009.state.gov/r/pa/ho/trvl/12826.htm  
30  Oppenheimer, Cuentos Chinos: El engaño de Washington, la mentira populista y la esperanza de 
América Latina, 146. 

http://2001-2009.state.gov/r/pa/ho/trvl/pres/5188.htm
http://2001-2009.state.gov/r/pa/ho/trvl/12826.htm
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agenda.”31 However, the US’ lack of attention to Latin America had caused reactions at 
both the regional and interregional level: on the one hand, several Latin American 
countries had reacted against Washington’s formulas –such as the Washington Consensus, 
with the IMF having been held partially responsible of the policies that had caused the 
problems experienced by Argentina and Brazil in the late 1990s and early 2000s. On the 
other hand, other actors had taken advantage of the hegemon’s indifference to make their 
own inroads into the region –such as China, an extra-regional rising power. 

It was also in August 2000 that then-Republican candidate G. W. Bush had 
boosted expectations about increasing the attention that the US had until then paid to the 
region by stating that, if he were to win the presidential elections to be held in November 
2000, he would make Latin America a “fundamental issue” of his government32 in a 
campaign speech delivered in Miami on August 25 that year. Indeed, and according to 
Oppenheimer, Bush was “the first president that made Latin America the topic of an 
entire campaign speech.”33 This author also notes that Bush had paid more attention to 
Latin America than his predecessors, making “unprecedented gestures” to the region and 
setting a more ambitious agenda for it than it had been done until then. The initially 
favorable attitude towards Latin America of the Bush administration was largely due to 
personal reasons: as regards the president, not only had Bush visited Mexico several 
times as Governor of Texas, but his brother, Jeb Bush (傑布·布希, former governor of 
Florida state [佛羅里達州]), has a Mexican wife –Columba Garnica Gallo. Bush’s first 
Secretary of State, Collin Powell (鮑威爾 ), also had personal connections to the region, 
having been born to Jamaican parents. 

Indeed, Bush had campaigned “pledging to correct Washington’s indifference to 
Latin America” and to be “the region’s ‘mejor amigo’ [best friend].” 34 Unlike Clinton, 
Bush was seeking a closer relation with the region for both domestic concerns and 
advantages –given the rapidly increasing electoral relevance of the Latino vote in 
American elections–35 as well as in terms of foreign relations, in order to counter the US’ 
historical indifference for Latin America.  

                                                      

31 Ibid.  
32  Oppenheimer, Cuentos Chinos: El engaño de Washington, la mentira populista y la esperanza de 
América Latina, 141. 
33 Ibid., 141. 
34 Tim Padgett, “Why Latin America Bashes Bush”, Time, November 4, 2005.   
http://content.time.com/time/world/article/0,8599,1126425,00.html  
35 In terms of electoral importance, it is noteworthy that the number of Latinos registered to vote grew from 
5.9 million in 2000 to 9.3 million in 2004, and to 13 million in 2008. In the past, the Latino vote used to go 
to the Democratic Party, but this trend changed since 2000 –when the Republican Party started launching 
Spanish-language ads.  
In addition to that, a poll conducted by The Miami Herald before the 2004 presidential elections revealed 
that the US policy towards Latin America was “very important” for 52% of the registered Latino voters, 
and “important” for 32% of them, which would mean that the region cannot be ignored by candidates from 
either party. For further details in this regard, see Oppenheimer, Cuentos Chinos: El engaño de Washington, 
la mentira populista y la esperanza de América Latina, 150.  
Also, The Miami Herald: www.miamiherald.com.  
 

http://content.time.com/time/world/article/0,8599,1126425,00.html
http://www.miamiherald.com/
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Upon being elected in November 2000, Bush’s first official trip abroad was to 
Mexico, and not to Canada, trying to send the signal that, unlike Clinton, under his 
administration the US would start “looking South.” As pointed out by Dittmer, “the 
watchword for the incoming G. W. Bush foreign policy team in January 2001 was widely 
reported to have been ABC––anything but Clinton.”36 

The first presidential Summit that Bush attended was the 3rd Summit of the 
Americas (美洲國家首腦會議) held in Quebec, Canada, on April 20-22, 2001. At it, it 
was proposed the Free Trade Area of the Americas (FTAA, 美洲自由貿易區), widely 
regarded as an “expansion” or “extension” of the North American Free Trade Agreement 
(NAFTA, 北美自由貿易協議) to all the countries in the Western Hemisphere – i.e., 
South America, Central America and the Caribbean, with the exception of Cuba. The 
Bush administration had made free trade and the FTAA (based on free trade in goods and 
services, as well as on the free circulation of capital, but not about economic integration) 
one of the pillars of American policy towards the region, and –still at Quebec– Bush 
signed a declaration stating that “the 21st century would be the century of the 
Americas.” 37  However, the FTAA would face “challenges from the major Latin 
American powers (such as Argentina, Brazil and Venezuela). These states have divergent 
views about the future mandate of the FTAA, and they differ on a broad range of 
international questions.”38  

Moreover, on September 5, 2001, a week before the terrorist attacks, Bush hosted 
Mexican President V. Fox (福克斯 ) in the White House offering him the first State 
dinner for a foreign president of his presidency”, favoring Mexico instead of Canada. At 
the gala dinner, Bush stated that, from an American perspective, the US-Mexico relation 
was “the most important bilateral relation in the world.”39  

However, Bush’s original plans for the region would be drastically modified with 
the terrorist attacks of September 11, 2001. After the attacks, “Latin America fell out of 
the map for the US”40 and Bush became like Clinton, in the sense that he did not pay 
much attention to the region for the rest of his presidency.  According to Oppenheimer, 
after the attacks Bush followed the advice of the “hardliners” –Vice President D. Cheney 
(錢尼 ), Defense Secretary D. Rumsfeld (倫斯斐 ) and National Security Advisor C. Rice 
(萊斯 ) who would eventually replace Powell in January 2005– who considered Latin 
America as the US “backyard.” 41  All this, combined with the fact that most Latin 
American countries declined to support the Iraq invasion, caused that Bush was perceived 
as “having all but turned his back on the region.” Along these lines, it is worth noting that, 

                                                      

36 Lowell Dittmer, “China and Obama: What Lies Ahead?”, in Sino-American Relations: Challenges Ahead, 
ed. Yufan Hao (Surrey, England: Ashgate, 2010): 208. 
37 Oppenheimer, Cuentos Chinos: El engaño de Washington, la mentira populista y la esperanza de 
América Latina, 141. 
38 Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy toward Latin America”, 
39 Ibid. 
40 Oppenheimer, Cuentos Chinos: El engaño de Washington, la mentira populista y la esperanza de 
América Latina, 131. 
41 Ibid., 135. 
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as pointed out by Dittmer, Asia was also neglected by Bush following 9/11, who had 
“criticized Clinton’s ‘strategic partnership’ with China, insisting that China was rather a 
“strategic competitor.”42 

Most prominently among the various consequences of the American president’s 
change of focus was the creation of a political vacuum in Latin America that regional 
left-wing leaders such as Venezuelan President Chávez, would try to fill. As mentioned 
in previous chapters, Chávez demagogic and populist leadership was backed by the 
“petro-dollars” provided by Venezuela’s abundant petroleum –the largest proven reserves 
in the Western Hemisphere, which make it the largest petroleum producer in Latin 
America and the main South American petroleum supplier to the US.  Chávez relevance 
is also due to the ideological affinity that he had proclaimed towards the PRC, promoting 
increased Chinese involvement in Latin America. As a response to Bush’s FTAA, 
Chávez would propose the ALBA (originally standing for Bolivarian Alternative for the 
Peoples of Our America, or Alternativa Bolivariana para los Pueblos de Nuestra 
América, or美洲玻利瓦爾同盟 –which was proposed a few years later, in 2004, and 
which changed the word “alternative” for “alliance”, thus becoming Alianza Bolivariana 
de los Pueblos de Nuestra América in 2009).43 

 
The first presidential visit within the observed period was by a Chinese president 

and took place in April 2001, when Jiang paid a State visit to both Brazil and Argentina 
(and the second would also be by another Chinese president, Hu, in 2004). 

Although it was not a presidential visit, it is also noteworthy that in 2003, 
Secretary Powell visited Argentina–he met Kirchner on June 10 – and, in 2004, Brazil, 
“after having spent four years in the Secretary of State and only two months before 
stepping down from it, and only to prevent critics from saying that he had not visited the 
most prominent country in South America for his whole tenure.”44 In his visit, Powell 
met President Lula and Foreign Minister Amorim on October 4-6.45  

As aforementioned, the second State visit of the observed period would also be by 
a Chinese president and took place in November 2004, when President Hu would also 
visit both countries on his way to the APEC Summit in Chile. Hu’s success in obtaining 
the recognition of China’s “market economy status” and the establishment of “strategic 
relations” with Argentina have been examined in further detail in Chapters 3 and 5.  

                                                      

42 Dittmer, “China and Obama: What Lies Ahead?”, 198, 207.  
43 Alianza Bolivariana de los Pueblos de Nuestra América. 
http://www.alianzabolivariana.org/  
“ALBA pasa a ser Alianza Bolivariana de los Pueblos de América”– Venezolana de Televisión – June 3, 
2009. 
http://www.vtv.gob.ve/noticias-nacionales/19957   
44  Oppenheimer, Cuentos Chinos: El engaño de Washington, la mentira populista y la esperanza de 
América Latina, 208. 
45  “Secretaries Travel Abroad – Brazil” – Archive – US Department of State  
http://2001-2009.state.gov/r/pa/ho/trvl/12842.htm  

http://www.alianzabolivariana.org/
http://www.vtv.gob.ve/noticias-nacionales/19957
http://2001-2009.state.gov/r/pa/ho/trvl/12842.htm
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It was only in November 2005, and in spite of the promising rhetoric President 
Bush Jr. had used in 2000, that he visited both Argentina and Brazil, due to the fact that 
American attention had been focused on Afghanistan and Iraq. This was the first visit by 
an American president since Clinton’s visit in 1997, and –just like his predecessor’s– it 
took place in Bush’s second term in office and was not a State visit.  

Bush had travelled to Argentina in order to attend the 4th Summit of the Americas 
(美洲國家首腦會議), which took place at Mar del Plata (馬德普拉塔) on November 4-
5, with the main goal to reach an agreement on the FTAA. The Kirchner administration 
was concerned with the security of the Summit due to large popular manifestations 
opposing the attendance of Bush, who –by then– was considered as “arguably more 
unpopular in Latin America than any U.S. president in history.” 46  Following the 
combination of protests and turmoil in the days before the Summit, Argentine President 
Kirchner ambiguously played the role of hosting the Summit while co-sponsoring –
together with Presidents H. Chávez, of Venezuela, and E. Morales (莫拉萊斯 ), of 
Bolivia–the so-called “American Anti-Summit” –also known as the “Peoples’ Summit”, 
which was organized in order to oppose the US proposal of “the usual nostrums about 
free trade, open markets, privatization and fiscal austerity, the same recipe that has vastly 
increased social inequality throughout Latin America during the past decade.”47  

Indeed, the ambiguity of Kirchner was mainly due to the fact that, as pointed out 
by The New York Times, “no country on the continent has suffered more economically in 
recent years than Argentina, and a poll taken there last month showed that a majority 
wished Mr. Bush would simply stay home.” 48 The article also noted that “After an 
economic and political crisis in 2001 and 2002 that led to the collapse of its currency and 
the biggest debt default in history, Argentina is now the fastest growing country in South 
America, despite ignoring the guidance of the Treasury Department and the International 
Monetary Fund.”49 Needless to say, no agreement on FTAA was reached and, despite ¾ 
of the attending countries agreed to meet again in 2006 to resume negotiations, such 
meeting never took place.  

It is also noteworthy that, only a couple of months before Bush’s visit to Brazil 
and Argentina, in September 2005, US Deputy Secretary of State R. Zoellick (佐利克 ) 
had highlighted that a central question in American foreign policy was “how [to] deal 
with China’s rising power”, emphasizing the “need to urge China to become a 
responsible stakeholder in that system,”50 and noting that “cooperation as stakeholders 
will not mean the absence of differences.” He also pointed out that the US 

                                                      

46 Tim Padgett, “Why Latin America Bashes Bush”, Time, November 4, 2005.   
http://content.time.com/time/world/article/0,8599,1126425,00.html  
47 Larry Rother, “Bush Faces Tough Time in South America”, The New York Times, November 2, 2005.  
http://www.nytimes.com/2005/11/02/international/americas/02latin.html?_r=0  
48 Ibid.  
49 Ibid.  
50  Remarks by Deputy Secretary of State Robert B. Zoellick, Whither China: From Membership to 
Responsibility?, to the National Committee on U.S.-China Relations, New York, September 21, 2005 
http://2001- 2009.state.gov/s/d/former/zoellick/rem/53682.htm   

http://content.time.com/time/world/article/0,8599,1126425,00.html
http://www.nytimes.com/2005/11/02/international/americas/02latin.html?_r=0
http://2001-2009.state.gov/s/d/former/zoellick/rem/53682.htm
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had encouraged China’s economic development through market reforms since 1978, and 
that the American policy had “succeeded remarkably well: the dragon emerged and 
joined the world”, experiencing experienced exceptional economic growth. But Zoellick 
was also pointing out that there were “increasing signs of mercantilism, with policies that 
seek to direct markets rather than opening them. The United States will not be able to 
sustain an open international economic system – or domestic U.S. support for such a 
system – without greater cooperation from China, as a stakeholder that shares 
responsibility on international economic issues”51, thus calling the PRC to behave like “a 
responsible major global player.” 

In terms of energy, Zoellick’s remarks were particularly relevant, since he noted 
that “China’s economic growth is driving its thirst for energy. In response, China is 
acting as if it can somehow ‘lock up’ energy supplies around the world.” The Deputy 
Secretary warned that “this [was] not a sensible path to achieving energy security” and 
that, furthermore, “a mercantilist strategy [had led] to partnerships with regimes that hurt 
China’s reputation and lead others to question its intentions.” Zoellick pointed out that, 
“in contrast, market strategies can lessen volatility, instability, and hoarding. China 
should work with the United States and others to develop diverse sources of energy, 
including through clean coal technology, nuclear, renewables, hydrogen, and biofuels.”52 

In his remarks, Zoellick had also highlighted that energy cooperation was possible 
within the framework of the “Asia Pacific Partnership on Clean Development and 
Climate” and the bilateral dialogue conducted by the US Department of Energy and 
China’s NRDC (National Development and Reform Commission), emphasizing that the 
US and the PRC “should also encourage the opening of oil and gas production in more 
places around the world… work on energy conservation and efficiency, including 
through standards for the many appliances made in China” and proposing that the 
building and management of strategic reserves could be strengthened through the 
International Energy Agency (IEA), noting that both countries had a common interest in 
secure transport routes and security in producing countries.  

This study highlights what constitutes a particularly illustrative example of the 
prudence and caution that the PRC has employed in its approach to Latin America, given 
its increasing involvement in the region. Indeed, it was on April 14, 2006, that the first 
consultation between China and the US on Latin American affairs was held, within the 
framework of “China-US Strategic Dialogues.”53  

As examined in Chapter 3, the consultation was the result of China’s initiative to 
propose the US to have a Sino-US Dialogue exclusive and solely “to discuss Latin 
American affairs,” 54 for the 1st time in history. Interestingly, it was then that future 

                                                      

51 Ibid. 
52 Ibid.  
53 “Chinese Director-General Zeng Gang and US Assistant Secretary Shannon Hold the First Counterpart 
Consultation on Latin American Affairs” – Ministry of Foreign Affairs of the PRC – April 14, 2006.  
http://www.fmprc.gov.cn/eng/wjb/zzjg/bmdyzs/xwlb/t246855.htm  
54 “US Assistant Secretary Shannon to visit China” – People’s Daily – April 11, 2006.   
http://english.people.com.cn/200604/11/eng20060411_257620.html  

http://www.fmprc.gov.cn/eng/wjb/zzjg/bmdyzs/xwlb/t246855.htm
http://english.people.com.cn/200604/11/eng20060411_257620.html
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Chinese Ambassador to Argentina (in 2007) Zeng Gang (曾钢, or曾鋼 ) –who, by then, 
was serving as Director-General of the Department of Latin American Affairs at the 
Chinese Ministry of Foreign Affairs– invited future American Ambassador to Brazil (in 
2009) T. Shannon –who, by then, was Deputy Secretary of State for Western Hemisphere 
Affairs and highlighted that the consultation contributed to enhance mutual trust by 
letting the US to be better informed of China’s policies toward Latin America.  

In this regard, Paz has noted that this “institutionalized dialogue” 55  can be 
considered to be an “extraordinary process” full of symbolic value, in which “the US is 
giving China ‘peer-status treatment’ in a region that it has considered of vital interest 
since the Monroe Doctrine in 1823”, in an attempt “not to stop or contain all Chinese 
initiatives in the region but to shape them.”56 The timing was also worth noting, since the 
dialogue had started only a few days before the first State visit that Hu would pay to 
Bush.57 

 
In 2007, Bush would pay a second visit to Brazil, on March 8-958, motivated by 

the so-called “ethanol diplomacy”. This would be the last visit by an American president 
to Brazil within the observed period (since it would only be over four years later, in 
March 2011, that Obama would visit Brazil –unlike his predecessors, Obama paid his 
first visit to Brazil during his first term in office). 

It is worth noting that, just a month and a half before travelling to Brazil, Bush 
had highlighted –in the State of the Union Address that he delivered on January 23, 
2007–59 that the US was the top ethanol producer in the world (with America’s entire 
ethanol production used for domestic consumption), and that American fuel ethanol 
production capacity had grown 220% between 2001 and 2007. In his speech, Bush had 
also called for legislation requiring a “substantial increase” on the use of biofuels by fuel 
producers, with the goal of multiplying current levels of biofuels use by five times by 
2022, estimated to account for 20% of America’s total fuel market by then.60 

Bush had noted that, in terms of ethanol production, Brazil ranked second –only 
behind the US– with the difference that Brazilian ethanol was based on sugar cane and 
American ethanol on corn, and that – while most of the biofuel was used to satisfy the 
large Brazilian domestic market (which using E24 by then), Brazil was also the world’s 
largest ethanol exporter. The opportunities of US-Brazilian energy cooperation on 2nd 

                                                      

55 Gonzalo S. Paz, “China, United States and Hegemonic Challenge in Latin America: An Overview and 
Some Lessons from Previous Instances of Hegemonic Challenge in the Region”, in The China Quarterly 
209 (March 2012): 18-34.  
56 Ibid. 
57 “President Hu arrives in Seattle for US visit”– Embassy of the People’s Republic of China in the United 
States of America – April 25, 2006.  
http://www.china-embassy.org/eng/zmgx/t248787.htm  
58 “Presidents Foreign Travel- George W. Bush” – Archive – US Department of State. 
http://2001-2009.state.gov/r/pa/ho/trvl/pres/5218.htm  
59 “President Bush delivers State of the Union” – The White House – January 23, 2007.  
http://georgewbush-whitehouse.archives.gov/stateoftheunion/2007/index.html  
60 “Ask the Ambassador– Amb. Clifford M. Sobel” –Archive – US Department of State.  
http://2001-2009.state.gov/r/pa/ei/ask/102058.htm 

http://www.china-embassy.org/eng/zmgx/t248787.htm
http://2001-2009.state.gov/r/pa/ho/trvl/pres/5218.htm
http://georgewbush-whitehouse.archives.gov/stateoftheunion/2007/index.html
http://2001-2009.state.gov/r/pa/ei/ask/102058.htm
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generation biofuels (from switchgrass and sugarcane stalk –i.e., cellulosic ethanol) were 
explicitly mentioned by Bush. 

Finally, it was in 2010 that the last presidential visit by a Chinese leader within 
the observed period of time took place, when Hu paid his second visit to Brazil for 
the BRICS summit in Brasilia described in Chapters 3 and 4.  

a) Brazilian Presidential Visits to the US (2000-2010)  

There were no State visits by Brazilian presidents to their American counterparts 
in the observed period. Indeed, the last State visit by had been paid by Cardoso to Clinton, 
in April 1995. However, there were several working visits, starting with the one paid by 
Cardoso to Bush on March 2001 (from March 29 to April 1st), and a private visit on 
November 8, 2001.  

Upon taking office, Lula also paid working visits to Bush on December 2002 
(December 9-10, as President-elect), June 2003 (June 19-20), March 2006 (March 30-31, 
which included a meeting at Camp David, Maryland, as mentioned in Chapter 4), a 
meeting at the UN General Assembly in New York on September 24, 2007 and, lastly, a 
meeting at the G-20 Economic Summit on November 14-15, 2008.  

After Obama was sworn in, Lula met him at the G-20 Economic Summit on 
September 24-25, 2009, held at Pittsburgh, Pennsylvania, and again at the Nuclear 
Security Summit held on April 12-13, 2010.   

    Table 6.6: Brazilian Presidential Visits to the US 2000-2010 

Year Brazilian Presidential Visits to the US 

March 2001 Cardoso (working visit) 

November 2001 Cardoso (private visit) 

December 2002 Lula (working visit) 

June 2003 Lula (working visit) 

March 2006 Lula (working visit) 

September 2007 Lula (UN General Assembly) 

November 2008 Lula (G20) 

         Source: Compiled by author.  

         Ministério das Relações Exteriores do Brasil www.itamaraty.gov.br/  

In spite of the fact that it happened after the observed period, it is worth noting 
that once Dilma Rousseff was in power, Obama visited Brazil on March 19-21, 2011, and 

http://www.itamaraty.gov.br/
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Rousseff visited the US twice, meeting Obama at the UN General Assembly on 
September 20, 2011, and on a working visit on April 9, 2012.61 

In April 2012, Dilma visited Obama. The American president pointed out Brazil's 
rising influence in global affairs, as a “South American power that has become the 
world's sixth-largest economy” which had become “not only a leading voice in the region, 
but also a leading voice in the world.” 62 In terms of energy, Obama noted “Brazil's 
growing energy development and its growth into a leader in the biofuel industry as well 
as a major player in oil and gas development… The United States is not only a potential 
large customer to Brazil, but we think that we can cooperate closely on a whole range of 
energy projects together.”63  

Rousseff agreed that oil and gas development offered "a tremendous opportunity 
for further cooperation,” both as regards the supply of equipment and provision of 
services, and also as regards a wider role in our trade relations”, stating that a recent U.S. 
decision to cut tariffs on Brazilian ethanol, which strengthened the partnership between 
the nations in biofuel development”64 was welcomed by the Brazilian government.  

b) Argentine Presidential Visits to the US (2000-2010)  

In terms of US-Argentine relations, there were no State visits from either side 
throughout the observed period. The sole visit by Bush on November 3-5, 2005,65 reflects 
the asymmetry of attention between the US and the PRC, reflected by the fact that the 
number of Chinese State visits doubled those of their American counterparts (Jiang in 
April 2001 and Hu in November 2004) 

On the other hand, it also reflects the considerable attention paid by Argentine 
presidents to the US. This study points out that, although Argentine presidents visited the 
US in a number of occasions, none of them were State visits (the last State visit by an 
Argentine president to the US was paid in January 1999 by Menem)66, unlike the 3 State 
visits paid to the PRC by presidents de la Rúa, Kirchner and Fernández de Kirchner in 
2000, 2004 and 2010.    

Throughout the observed period, a number of official working visits, working 
visits and meetings in multilateral fora took place. The first of these visits took place on 

                                                      

61 In 2013, and following the scandal of the spying activities of the NSA (美國國家安全局), Rousseff 
decided to postpone her visit to the US in September 2013. See Peter Hakim, “The State Visit that Wasn’t”, 
O Estado de São Paulo, October 13, 2013. 
http://www.thedialogue.org/page.cfm?pageID=32&pubID=3403 
62 Tom Cohen,“Obama and Brazil’s president discuss trade, energy”, CNN, April 9, 2012.   
http://edition.cnn.com/2012/04/09/politics/us-brazil-presidents/  
63 Ibid. 
64 Tom Cohen,“Obama and Brazil’s president discuss trade, energy”, CNN, April 9, 2012.   
http://edition.cnn.com/2012/04/09/politics/us-brazil-presidents/  
65 “Argentina–Travels of the President” – Office of the Historian – US Department of State.  
http://history.state.gov/departmenthistory/travels/president/argentina  
66 “Argentina–Visits by Foreign Leaders” – Office of the Historian – US Department of State. 
http://history.state.gov/departmenthistory/visits/argentina  

http://www.thedialogue.org/page.cfm?pageID=32&pubID=3403
http://edition.cnn.com/2012/04/09/politics/us-brazil-presidents/
http://edition.cnn.com/2012/04/09/politics/us-brazil-presidents/
http://history.state.gov/departmenthistory/travels/president/argentina
http://history.state.gov/departmenthistory/visits/argentina
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June 12-14, 2000, when de la Rúa paid an official working visit to Clinton, followed by a 
working visit to G. W. Bush on April 19 2001. Both Bush and de la Rúa met again at the 
UN General Assembly in New York on November 11, 2001. Later, Kirchner paid a 
working visit to Bush on July 22-23, 2003. As regards Fernández de Kirchner, she met 
with Bush on November 14-15, 2008,-on occasion of the G20 Economic Summit 
Meeting– and then again on September 24-25, 2009, when she attended the G20 
Economic Summit in Pittsburgh. The following year, on April 12-13, 2010, Fernández de 
Kirchner met Bush at the Nuclear Security Meeting –when she also apologized to Hu for 
the postponement of her State visit to the PRC in January that year, as aforementioned in 
Chapters 2, 3 and 5.     

    Table 6.7: Argentine Presidential Visits to the US 2000-2010 

Year Argentine Presidential Visits to the US 

June 2000 de la Rúa  (working visit) 

April 2001 de la Rúa  (working visit) 

November 2001 de la Rúa  (UN General Assembly) 

July 2003 Kirchner (working visit) 

November 2008 Fernández de Kirchner (G20) 

September 2009 Fernández de Kirchner (G20) 

April 2010 Fernández de Kirchner (Nuclear Security Meeting) 

     Source: Compiled by author. 

     Ministerio de Relaciones Exteriores y Culto de la República Argentina  

                                www.mrecic.gov.ar/  

III. Chronological Analysis of Brazil and Argentina as Energy Suppliers to the US 

As the data examined below reveals, the US has consistently ranked as a major 
destination for Brazilian and Argentine petroleum exports, although these countries are 
minor suppliers. Between 2000 and 2010, Brazilian oil exports to the US have increased, 
while those of Argentina have consistently been diminishing. This study points out that, 
twice in the observed period –in 2007 and 2010, the US was simultaneously the main 
destination of oil exports for both Brazil and Argentina. Succinctly put, for most of the 
observed period, the US has ranked as Brazil’s top oil export destination (the eight years 
between 2003 and 2010) and it has been the 2nd largest destination for Argentine oil 
exports (six years in total, 2002-2005 and 2008-2009). Unlike the case of Brazil –in 
which the US has consistently maintained the upper hand vis-à-vis the PRC, in the case 
of Argentina the US was overtook twice by China –in 2006 and 2008. 

  

http://www.mrecic.gov.ar/
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Figure 6.1 – USA Total Petroleum Imports from Brazil and Argentina (%)  

 

Source:  Compiled by author.  

The Observatory of Economic Complexity (MIT), Massachusetts Institute of Technology 
(MIT) and UN 
COMTRADE.  http://atlas.media.mit.edu/explore/tree_map/export/bra/show/2709/2000/ 
and http://atlas.media.mit.edu/explore/tree_map/export/bra/show/2709/2010/  

In 2000, the US ranked as the 2nd largest oil export destination for Brazil 
(accounting for 22% of Brazilian total petroleum exports, for US$ 0.041 bn –ahead of 
China, which ranked 3rd and accounted for 20%)67 and it was the 3rd largest destination of 
Argentine petroleum exports (behind Chile and Brazil, and accounting for 20% of 
Argentine total oil exports, worth US$ 0.560 –twelve times the value of Brazilian 
exports).   

The year 2001 brought some changes when compared to the preceding one: it was 
then that the US had lost several positions in the ranking of Brazilian oil exports 
destination, falling to the 7th place and accounting for 4.9% of the total –worth US$ 0.042 
bn (with the PRC immediately behind, buying 4.7%). In the case of Argentina, the US 
maintained its position as the 3rd largest buyer of Argentine oil (behind Chile and Brazil, 
and accounting for 18% of Argentine total oil exports, worth US$ 0.430 bn –over ten 
times the Brazilian exports) 

 
                                                      

67 “Where does Brazil export Petroleum oils, crude to?”–The Observatory of Economic Complexity (MIT), 
Massachusetts Institute of Technology (MIT) and UN COMTRADE.   
http://atlas.media.mit.edu/explore/tree_map/export/bra/show/2709/2000/ and 
http://atlas.media.mit.edu/explore/tree_map/export/bra/show/2709/2010/  
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                   Table 6.8– USA Total Petroleum Imports (% that the US gets from Brazil and Argentina) 

USA Total Petroleum Imports  

from Brazil and Argentina 

( %, US$  billion) 

Year % from Brazil % from Argentina % from Venezuela 

2000 0.045 % 

(US$ 0.041 bn) 

0.61 % 

(US$ 0.560 bn) 

14 % 

US$ 13 bn  

2001 0.056 % 

(US$ 0.042 bn) 

0.57 % 

(US$ 0.430 bn) 

14 % 

US$ 10 bn 

2002 0.32 % 

(US$ 0.250 bn) 

0.71 % 

(US$ 0.560 bn) 

14 % 

US$ 11 bn 

2003 0.44 % 

 (US$ 0.420 bn) 

0.59 % 

 (US$ 0.024 bn) 

12 % 

US$ 11 bn 

2004 0.33 %  

(US$ 0.440 bn) 

0.54 %  

(US$ 0.710 bn) 

15 % 

US$ 26 bn 

2005 0.49 % 

 (US$ 0.880 bn) 

0.51 % 

 (US$ 0.910 bn) 

15 % 

US$ 19 bn 

2006 0.97 %  

(US$ 2.1 bn) 

0.29 %  

(US$ 0.620 bn) 

14 % 

US$ 30 bn 

2007** 1.3 % 

 (US$ 3.2 bn) 

0.30 % 

 (US$ 0.710 bn) 

12 % 

US$ 29 bn 

2008 1.5 %  

(US$  5 bn) 

0.19 %  

(US$ 0.650 bn) 

10 % 

US$ 35 bn 

2009  1.7 %  

(US$ 3.1 bn) 

0.52 %  

(US$ 0.940 bn) 

12 % 

US$ 22 bn 

2010  1.8 % 

(US$ 4.5 bn) 

 0.37 %  

(US$ 0.890 bn) 

11% 

US$ 26  bn  

   Source: Compiled by author.  
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http://atlas.media.mit.edu/explore/tree_map/import/usa/show/2709/2000/  

http://atlas.media.mit.edu/explore/tree_map/import/usa/show/2709/2010/  

In 2002, the US climbed up the ranking and was the 3rd largest buyer of Brazilian 
oil, accounting for 17% of total Brazilian oil exports –for a total value of US$ 0.250 bn. It 
had a similar performance in the case of Argentine petroleum, since the US also gained 
positions and ranked 2nd (only behind Chile) and accounted for 24% of total Argentine oil 
exports, for a total value of US$ 0.570 bn –over twice the oil exports from Brazil.  

As aforementioned, in 2003 the US became –for the first time– the top export 
destination of Brazilian oil, a position that it would maintain for the rest of the observed 
period. This year, the US accounted for 19% of total petroleum exports from Brazil –
worth US$ 0.420 bn, a remarkable difference with the PRC (which was not even closer to 
the top positions, accounting for a mere 0.99% of total oil exports from Brazil). Towards 
the end of the observed period, China would make significant gains and would threaten 
the US’ leading position, as explained below. In the case of Argentina, the US 
maintained its position as 2nd largest buyer of Argentine petroleum (behind Chile), worth 
US$ 0.580 bn. It is worth noting that, also this year, the PRC ranked –for the first time– 
as a top-5 oil export destination for Argentina (although accounting for merely 1% of 
total petroleum exports).  

In 2004, the US consolidated its position as the top destination of Brazilian oil 
exports (accounting for 17% of the total –worth US$ 0.440 bn), while China ranked 6th 
(accounting for 8.4%). In the case of Argentine petroleum, the US also maintained its 
position as 2nd largest buyer of oil (with American oil purchases accounting for 31% of 
Argentine total exports, worth US$ 0.710 bn), behind Chile. It is noteworthy that, also 
this year, the PRC became a top-3 oil export destination for Argentina, overtaking Brazil 
–respectively accounting for 7% and 5.7%, respectively.  

In 2005, and for the 3rd year in a row, the US led the ranking of Brazilian oil 
export destinations, accounting for 20% of Brazil’s total petroleum exports –for a total 
value of US$ 0.880 bn–  and with China ranking 3rd (12%). In the case of Argentina, the 
US also maintained the 2nd position as oil buyer –behind Chile, accounting for 36% of 
total Argentine oil exports, worth US$ 0.910 bn. The PRC ranked 3rd for the second time, 
accounting for 7.5%. 

In 2006, the US was –once again– the top export destination of Brazilian 
petroleum exports, accounting for 30% of the country’s total oil exports –worth US$ 2.1 
bn. China also maintained its position in the 3rd place. In the case of Argentine oil 
exports, it is noteworthy that, for the 1st time, China was the largest buyer, accounting for 
40% of the country’s total oil exports –worth US$ 0.890, overtaking traditional 
destinations such as Chile and the US (with the latter accounting for US$ 0.620 bn)–
which had occupied the top positions of the ranking in previous years. In terms of 
biofuels, it was in December 2006 that Bush’s brother, former Florida Governor Jeb Bush, 
set up the Inter-American Ethanol Commission (IEC) to coordinate the "investment" side 
of the “ethanol revolution.” The IEC was supported by Royal Dutch Shell, George Soros, 

http://atlas.media.mit.edu/explore/tree_map/import/usa/show/2709/2000/
http://atlas.media.mit.edu/explore/tree_map/import/usa/show/2709/2010/
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the large food cartels—Cargill, Bunge, ADM and others—and an array of offshore 
private equity and hedge funds.  

The year 2007 was remarkably atypical in terms of both petroleum and biofuels: 
indeed, it was then that the US –for the 1st time– became the top destination of both 
Brazilian and Argentine petroleum exports, and simultaneously––a phenomenon that 
would only be repeated in 2010. In the case of Brazil, the US accounted for 36% of the 
country’s total exports, for a value of US$ 3.2 bn. China remained in the 3rd place it had 
been occupying for the last two years. As regards Argentine oil exports, the US became 
the top buyer –for the 1st time during the observed period– overtaking China and Chile 
and accounting for an astonishing 55% of Argentine total petroleum exports –worth 
US$ 0.710 (less than ¼ of Brazilian oil exports to the US), with the PRC ranking 2nd and 
accounting for 33%.  

As aforementioned, it was in early March 2007 that Bush would pay his second 
visit to Brazil The main purpose of the American president’s visit to Lula on March 9 
was to discuss the details of a “US-Brazil Energy Partnership” based on ethanol –in both 
its American corn-based and Brazilian sugar cane-based version. As pointed out in an 
interview with Ms. L. Maia Oliveira, from Brazil’s Sugar Cane Union Industry (UNICA) 68, 
Brazil and the US are the worldwide leading ethanol producers: the combined ethanol 
production of Brazil and the US accounts for 70-75% of all ethanol produced in the world. 
Because demand will outpace their ability to produce, the United States and Brazil are 
about to officially launch a new energy partnership. The two countries that in recent years 
have had disputes over economic and trade priorities, thus delaying regional trade 
integration, were seeing their biofuel industries growing as partners rather than 
competitors, according to Marcos Jank, president of the Brazilian Institute for 
International Trade Negotiations.69 Luis Alberto Moreno, president of the Inter-American 
Development Bank (IDB), highlighted the potential of green energy by emphasizing that 
biofuel energy is becoming a “great point of convergence for the Americas.”70 

Along these lines, it had been noted that “to the extent that there is a global 
demand, Latin America will be the Persian Gulf of biofuels, except that of course Latin 
America is much more stable as a source of energy,” said D. Rothkopf –currently, the 
editor-at-large of Foreign Policy and a former senior trade official during the Clinton 
administration, as well as author of the report commissioned by the Inter-American 
Development Bank (IDB) “Blueprint for Green Energy in the Americas,” according to 
which a $200 billion investment worldwide will be needed for biofuels to account for 5% 
of all fuel consumption by 2020.  

                                                      

68 Interview with Miss Luana M. Oliveira –Coordinator of Institutional Relations at UNICA (União da 
Indústria de Cana-de-Açúcar, or Sugar Cane Union Industry)– São Paulo, Brazil, June 7, 2013.  
69Daniel Gallas, “Visita de Bush é apenas 1º passo para parceria em etanol, dizem analistas”, BBC, March 5, 
2007. 
http://www.bbc.co.uk/portuguese/reporterbbc/story/2007/03/070305_etanol_analistas_dg.shtml  
70 Jessica Braunscheweig, “Biofuel production spurs debate”, Council on Hemisheric Affairs, April 2007. 
http://www.coha.org/analysis-biofuel-production-spurs-debate/  

http://www.bbc.co.uk/portuguese/reporterbbc/story/2007/03/070305_etanol_analistas_dg.shtml
http://www.coha.org/analysis-biofuel-production-spurs-debate/
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Just a week before Bush’s visit, and as pointed out in Chapter 4, the “International 
Biofuels Forum” (IBF) had been launched on March 2 at the UN headquarters in New 
York. The Forum was a joint project of Brazil, China and the US –plus the European 
Commission, India, and South Africa– and launched and aimed at promoting the 
production and use of biofuels and creating a world market for them as alternative fuels, a 
“mechanism to structure the dialogue among the biggest producers and consumers of 
biofuels.”71In that occasion, the Brazilian Ambassador to the US, A. Patriota, highlighted 
that “biofuels constitute a viable economic alternative for the partial substitution of fossil 
fuels and the diversification of the world’s energy mix.”72 Brazil was the world’s largest 
exporter of ethanol and a leader in the biofuels industry, and the US was the main 
destination of its ethanol exports. Patriota commented during the forum’s inauguration 
that “the idea is to prepare the terrain for the International Conference on Biofuels to be 
hosted in Brazil in 2008.” In this light, Bush’s trip to Brazil, which was to be soon 
followed by Lula’s trip to Washington, was considered as the preparatory step of a much 
greater international effort. According to by-then US Assistant Secretary of State for 
Western Hemisphere Affairs, Thomas A. Shannon – at the time of writing, US 
Ambassador to Brazil–73 “access to affordable energy is fundamental to economic and 
social development”. Shannon had also pointed out that the Forum would “help countries 
with the agricultural productive potential to become major suppliers of alternative fuels”, 
considering its launching as “a huge step forward in the development of a new 
international understanding of energy.” 

Furthermore, and with the passing by the US Congress of the “Energy 
Independence and Security Act”, the year 2007 proved to be crucial. The Act was passed 
with the aim to “to move the United States toward greater energy independence and 
security, to increase the production of clean renewable fuels, to protect consumers, to 
increase the efficiency of products, buildings, and vehicles, to promote research on and 
deploy greenhouse gas capture and storage options,”74 among others. In its Title I –
“Energy Security through Improved Vehicle Fuel Economy”, Subtitle A – “Increased 
Corporate Average Fuel Economy Standards”, the Act explicitly establishes–in Section 
109– an “Extension of flexible fuel vehicle credit program.”  The Act establishes, in 
Section 202, the “Renewable fuel standard” for biodiesel and ethanol, with Subtitle B 
dealing with “Biofuels Research and Development” and Section 221 containing the 
regulations for biodiesel –which, in the US, has soybeans as the main feedstock75, just 

                                                      

71  “Press Conference: Launching of the International Biofuels Forum” – News and Media Division 
Department of Public Information – United Nations – March 2, 2007.  
http://www.un.org/News/briefings/docs/2007/070302_Biofuels.doc.htm  
72 Ibid.  
73 “Ambassador Thomas A. Shannon” – US Diplomatic Mission to Brazil. 
http://brazil.usembassy.gov/about-us/the-ambassador.html  
However, in August 2013 the US Senate confirmed the nomination of Amb. Liliana Ayalde to replace 
Shannon, who was expected to be appointed as Counselor to Secretary of State John F. Kerry (克里). 
74 “Public Law 110-140 – Energy Independence and Security Act” – 110th Congress –United States of 
America 
http://www.gpo.gov/fdsys/pkg/PLAW-110publ140/html/PLAW-110publ140.htm  
75 “Monthly Biodiesel Report” – US Energy Information Administration  
http://www.eia.gov/biofuels/biodiesel/production/  

http://www.un.org/News/briefings/docs/2007/070302_Biofuels.doc.htm
http://brazil.usembassy.gov/about-us/the-ambassador.html
http://www.gpo.gov/fdsys/pkg/PLAW-110publ140/html/PLAW-110publ140.htm
http://www.eia.gov/biofuels/biodiesel/production/
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like in the case of Argentina– and establishing the grants for biofuel research and 
production (Section 223), the criteria for cellulosic ethanol (Section 230) and with 
Subtitle C dealing with “Biofuel Infrastructure” –such as ethanol pipelines (Section 243) 
and other transportation and distribution specifications.  

Particularly interesting is Section 912, which expressly establishes that the US 
will promote the exports of clean and efficient energy technologies and build the capacity 
of government officials in China –as well as in India and other countries– in order to 
reduce global greenhouse gas emissions. The American government will do this through 
the Secretary of Commerce –who, interestingly enough, was Gary Locke, a Chinese-
American who would serve as American Ambassador to China under the Obama 
administration.  

Finally, it is worth noting that, despite the US$ 0. 50/per gallon subsidy that the 
US government gives its producers and the US$ 0.54/ per gallon tariff on imported 
ethanol, Latin American and Caribbean suppliers delivered enough –mainly Brazilian–
ethanol to meet nearly 10% of US consumption in recent years, which would eventually 
lead the US Congress and the Obama administration to revisit the “punitive” tariff on 
Brazil’s sugar-cane-based ethanol, which was forcing US consumers to rely on more 
expensive corn-based ethanol and driving up food global prices. Eventually, the tariff was 
to be lifted in 2012.    

In 2008, the US remained Brazil’s largest oil export destination –accounting for 
35% of total Brazilian petroleum exports, worth US$ 5 bn– and, in the case of Argentina, 
it was overtook by China, which became the largest buyer, accounting for 46% of 
Argentine total oil exports (the US had accounted for 41% –worth US$ 0.650 bn, about 8 
times less than the value of Brazilian oil exports). In terms of biofuels, Jeb Bush helped 
create a continental “Bioenergy Alliance” in early 2008, whose members included the 
leading ethanol producers of the Americas. 

In 2009, the US was, again, Brazil’s largest oil export destination, accounting for 
13% of the country’s total petroleum exports and worth US$ 3.1 bn. As regards 
Argentine oil exports, the US ranked 2nd, accounting for 39% of the total –worth 
US$ 0.940 bn– and behind Chile’s 40%. Brazil regained its position as top-3 export 
destination, ahead of China, which ranked 4th.  

Finally, in 2010, the US –for the 2nd time in the observed period, ranked first as 
the main destination for both Brazilian and Argentine petroleum exports.  It accounted for 
26% of Brazilian total petroleum exports –for a total value of US$ 4.5 bn, and it is 
noteworthy that the US was seriously threatened by the PRC, which ranked 2nd and 
accounted for 24% of total Brazilian oil exports –worth US$ 4.1 bn. In the case of 
Argentina, the US ranked 1st –accounting for 36% of total Argentine oil exports (worth 
US$ 0.890 bn) and followed by Chile, China and Brazil.  

6.3.1. Brazil as a Petroleum Supplier to China and the US  

The data reveals that the US has ranked as Brazil’s largest oil buyer for most of 
the observed period (2003-2010). However, the PRC has been rapidly catching up, thus 
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threatening the US position as largest export destination of Brazilian oil exports. As of 
2010, China was, for the first time, had approached the US, ranking second behind it. If 
this trend continues in the future, the PRC was expected to overtake the US in 2011 –
however, it did not happen.  

 

Figure 6.2: Value of Brazil’s Oil Exports to China and the US 2000-2010 

 

Source: Compiled by author. 

The Observatory of Economic Complexity – 
MIT  http://atlas.media.mit.edu/explore/tree_map/export/bra/show/2709/2000/  

http://atlas.media.mit.edu/explore/tree_map/export/bra/show/2709/2000/  

6.3.2. Argentina as a Petroleum Supplier to China and the US  

In the case of Argentine oil exports, the US has been the 2nd largest destination for most 
of the years of the observed period (6 years 2002-2005 and 2008-2009). The US was the 
main destination of oil exports in two years (2007 and 2010) and it has ranked 3rd in three 
years (in 2000, 2001 and 2006). The data reveals that, twice during the observed period, 
the value of Argentine oil exports to China surpassed that of the US –in 2006 and 2008 –
unlike the case of Brazil, in which the US was never surpassed by the PRC. 

Figure  6.3: Value of Argentina’s Oil Exports to China and the US 2000-2010 

Brazilian Oil Exports to China ( ) and the US (  ) 
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http://atlas.media.mit.edu/explore/tree_map/export/bra/show/2709/2000/
http://atlas.media.mit.edu/explore/tree_map/export/bra/show/2709/2000/
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Source: Compiled by author. 

The Observatory of Economic Complexity – MIT   

http://atlas.media.mit.edu/explore/tree_map/export/arg/show/2709/2000/  

http://atlas.media.mit.edu/explore/tree_map/export/arg/show/2709/2010/  

Largely irrelevant between 2000 and 2005, China has become an important oil 
export destination for Argentina since 2006 –i.e., in the second half of the observed 
period, 2006-2010). Indeed, the PRC has been the largest destination of Argentine oil 
exports in two years (in 2006 (40%, US$ 0.890 bn, overtaking Chile and the US), and 
2008 (46%, US$ 0.720 bn), it ranked 2nd in 2007 (35%, US$ 0.720 bn), 3rd in 2010 (27%, 
US$ 0.670 bn) and 4th in 2009 (9.4%, US$ 0.220 bn).  

IV. Conclusion 

Throughout the observed period, however, and in the broader context of Sino-
Latin American relations, it can be said that the US would have enough reasons to be 
justifiably concerned about China’s involvement in the region. Succinctly put, China has 
been steadily gaining relevance as an increasingly important petroleum export destination 
and trade partner for Brazil and Argentina. Succinctly put, and in terms of trade, the PRC 
displaced the US as Brazil’s largest trading partner in 2009 and 2010, and China almost 
equalled the US as the top destination of Brazilian oil exports in 2010. In the case of 
Argentina –which follows a much more irregular patterns than Brazilian oil exports to the 
PRC– China twice overtook the US as the largest export destination of Argentine 
petroleum (in 2006 and 2008).  

The first part of this Chapter has shown that the “asymmetry of attention” paid to 
Latin America in general –and, by extension, towards Brazil and Argentina– by the US 
and the PRC. American policy has been characterized by a traditional neglect of the 
region, which –in combination with China’s remarkably active, if low-key, approach –

Argentina's Oil Exports to China and the US 2000-2010   
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which, as aforementioned, is particularly evident in the case of Venezuela–76  can explain 
the noticeable progress that the PRC has made in the region since the 1990s and, 
especially, between 2000 and 2010. In order to illustrate this point, the Chapter has 
highlighted the main differences between the degree of attention paid to these countries 
by American and Chinese governments, noting that the Americans have consistently been 
lagging behind their Chinese counterparts.  

Indeed, China has maintained its embassy in Buenos Aires permanently covered 
throughout the whole period –and for 90% of the time in the case of Brasilia– while 
American embassies have alternated periods of vacancy with those of serving 
ambassadors, which reveals the lower priority that Washington was giving to these 
countries, leaving their embassies being run by chargés d’affaires ad interim. In terms of 
presidential visits, Chinese presidents (Jiang and Hu) have had the upper hand in paying 
visits to these countries before their American counterparts (Clinton, Bush and Obama)., 
more frequently than them and at higher level –indeed, the only State visits paid to Brazil 
and Argentina were those of Jiang and Hu, totaling four State visits by the PRC against 
zero by the US.  

In terms of trade, Chinese involvement in the region is, another source of concern 
for the US is in terms of regional trade competition, based on the fact that China has 
displaced it as top-trading partner of most Latin American countries –indeed, it has been 
overtaken by China as Brazil’s largest trading partner (since 2009), and Argentina’s 
second largest (since 2007, behind Brazil). It is necessary to make a distinction, however, 
since in the case of both countries China is buying primarily raw materials, while the US 
remains the largest –in the case of Brazil, and one of the largest, for Argentina– buyer of 
Brazilian and Argentine manufactured goods and the primary source of foreign capital 
and new technologies. 77plus the fact that the PRC offers an attractive alternative of 
development model, especially for left-wing governments of oil-producing countries  –
such as Lula in Brazil, the Kirchners in Argentina, and Chávez in Venezuela. 

In this context, the 2006 Sino-American dialogue on Latin America becomes a 
very important instance of dialogue and possible coordination for the two most important 
players in the global stage.    

 In terms of energy, there is also an asymmetrical situation: both Brazil and 
Argentina are only minor oil providers to the US, which is either the largest buyer (for 

                                                      

76 Two words should be said about Venezuela, given the importance that this country has in terms of 
proven oil reserves, consistently ranking among the US top-five suppliers –exporting around ¾ of its crude 
to the American market, behind Canada, Mexico and Saudi Arabia– and in spite of the cautious, prudent 
approach that the PRC has adopted towards the region in general and towards Venezuela in particular. In 
this regard, the chapter notes that Venezuela is more dependent on the US –in particular, on American 
purchases of its oil– rather than vice versa. The Chinese government ha been remarkable careful in dealing 
with the efforts of its Venezuelan counterpart –based on resource nationalism– to strengthen relations with 
the PRC –President Chávez visited China 6 times, although these visits were never reciprocated by a 
Chinese president during the observed period, but by other high-ranking officials– in order to diversify its 
oil exports and reduce its dependence on the US market –the destination of 70-75% of Venezuelan oil 
exports.  
77 In 2013, and following the scandal of the spying activities of the NSA (美國國家安全局), Rousseff 
decided to postpone her visit to the US in September 2013. 
See Peter Hakim, “The State Visit that Wasn’t”, O Estado de São Paulo, October 13, 2013. 
http://www.thedialogue.org/page.cfm?pageID=32&pubID=3403 

http://www.thedialogue.org/page.cfm?pageID=32&pubID=3403
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Brazil) or one of the largest (for Argentina). The exports of Brazilian oil to the US have 
increased from 2000 to 2010, as examined in Chapter 4. To the contrary, exports of 
Argentine oil to the US have been reduced, due to Argentina’s declining production and 
exports –as analyzed in Chapter 5. Indeed, and although the US has remained as the top 
oil buyer of Brazilian petroleum –from 2003 to 2010– its position has been increasingly 
jeopardized, with China having threateningly approached the US towards the end of the 
observed period, ranking second in 2010 –only slightly behind the US and almost 
equalling its position as top destination. The US has also remained as one of the most 
important for Argentina, but with both countries remaining The US has benefited from its 
diversified oil sources –as aforementioned, Canada, Mexico and Saudi Arabia, with 
Venezuela being its largest South American oil provider (mainly due to the fact that the 
US has the technological capability to refine the heavy and sour Venezuelan oil). The 
study also notes that increasing US domestic energy production (due to the so-called 
“shale energy revolution” that has been taking place in recent years and which has put the 
US on the road to energy self-sufficiency) can be said to have contributed a great deal to 
ease concerns about that the possible diversion of Latin American petroleum flows away 
from the US and to China, as it happened twice in the case of Argentina: in 2006 and 
2008 China was the top buyer of Argentine oil (unlike the case of Brazil), displacing not 
only the US but also other traditional destinations such as Chile and Brazil.     

Furthermore, the study highlights that the US has remained tolerant of increasing 
Chinese involvement in the energy sectors of both Brazil and Argentina –with American 
companies preferring not to operate in heavily regulated energy sectors such as the ones 
in these countries, due to the fact that too much state intervention discourages American 
companies –but with Chinese NOCs feeling more comfortable operating in such markets.  
For instance, and in the case of the Brazilian off-shore oilfields, it has been argued that 
“the rules set by the government for the auction have scared off big players such as BP 
and Exxon for allegedly allowing too much state intervention.”78 The Libra field belongs 
to the Brazilian government's National Petroleum Agency (ANP, Agência Nacional do 
Petróleo, Gás Natural e Biocombustíveis) and both CNPC and CNOOC have got 
involved on it, as described in Chapter 3.  

It is also noteworthy that the US has reacted in a very different way when 
American interests have been directly involved or affected, seemingly perceiving Chinese 
presence as disturbing and triggering unexpected reactions –such as the case of the 2005 
UNOCAL case, its reaction was considered as “irrational” by specialists.79 As mentioned 
in Chapter 3, officials at the Chinese MOFA said that the ministry had never supported 
CNOOC’s attempt to acquire UNOCAL because “it gave ammunitions to the ‘China 
threat’ thesis in the United States.”80 This kind or irrationality has been considered to as a 
potential barrier for China’s acquisition of equity oil investments in Latin America.  

It should also be pointed out that the interest of American oil companies in 
Brazilian offshore discoveries in 2007 and 2010, and Argentine shale in 2011, might 

                                                      

78 “Clashes ahead of Brazil’s Libra oil exploration auction” – BBC – October 21, 2013. 
http://www.bbc.co.uk/news/world-latin-america-24605389 
79 Teng,“Democracy, Development and China Acquisition of Oil in the Third World,” 106. 
80 Kong, China's International Petroleum Policy, 140.  

http://www.bbc.co.uk/news/world-latin-america-24605389
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increase in the near future, thus rendering expectable to see some frictions with Chinese 
NOCs.  
 Another interesting point mentioned in the Chapter –and as previously examined 
in Chapters 4 and 5– is the importance of the proposals for energy cooperation on 
biofuels between the US and Brazil –specifically on ethanol, as proposed in 2007 (with 
this biofuel having been granted the status of “advanced biofuel” by the EPA)– and 
between the US and Argentina –on cellulosic biodiesel and on sweet sorghum and corn-
based ethanol as proposed in Argentina-US Biofuels cooperation.81 These precedents 
should be taken into careful consideration by the Chinese government, given the 
likeliness with which the PRC might follow the US green-path in years to come.  

 
 

                                                      

81 “Estados Unidos quiere producir biocombustibles con la Argentina,” Revista Petroquímica, November 1, 
2011.   
http://revistapetroquimica.com/estados-unidos-quiere-producir-biocombustibles-con-la-argentina/   

http://revistapetroquimica.com/estados-unidos-quiere-producir-biocombustibles-con-la-argentina/
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Chapter 7 –   Conclusion  

 
The present study has sought to contribute to the advancement of the 

understanding of the undercurrents directing the increased involvement of China in the 
Brazilian and Argentine energy sectors between 2000 and 2010, within an asymmetrical 
interdependent theoretical framework and in the broader context of Sino-Latin American 
relations. This Chapter presents the research main findings and conclusions, seeking to 
further the study of energy relations between the PRC, Brazil and Argentina, as well as 
the implications they have caused in the USA.  

Throughout the different sections of this study, China’s increasing interest in 
energy resources from Brazil and Argentina has become evident. The attention that the 
PRC has paid to Latin America and to these two countries far exceeds that paid by the US 
or by any other extra-regional players. The progress made by China in terms of both trade 
and energy exchanges has resulted in declining US leverage over the region in general 
and over these two countries in particular. Moreover, and in terms of fossil energy, the 
vast majority of the interviewees have agreed about the promising role that Brazil and, to 
a lesser extent, Argentina, have to play in China’s petroleum supply policy.  

At this point, a distinction should be made about these tow countries: while 
offshore Brazilian petroleum has already started attracting the attention –and the 
investment– of Chinese NOCs, the unconventional shale formation of Argentina is 
treated with much more caution, given not only the amounts of investment needed but, 
especially, the uncertain policy scenario that any foreign investors face under the current 
administration.  

As regards renewable energy sources, opinions have been more divided. Despite 
the fact that agreement has predominated with regard to the energy security and 
environmental benefits that the PRC would obtain from the addition of Brazilian and 
Argentine biofuels to the Chinese energy mix, the interviewees can be said to have been 
formed three main groups: the first group has, in general terms, agreed that biofuels have 
a role to play, but in the mid to long term. The second group has argued that biofuels are 
a relatively hot issue in the current agenda, but with the caveat that it would be 2nd 
generation (cellulosic) biofuels rather than those of the 1st generation type. Interviewees 
in the third group have remained more skeptical, arguing that the role of biofuels is and 
will remain quite limited as long as conventional fossil fuels are available and at 
affordable prices.    

China’s multidimensional involvement in the region can be said to have so far 
represented more of an opportunity than of a challenge or a threat for the vast majority of 
countries in the region, although it has been seen with increasing concern in the US, 
which has been displaced by the PRC as largest trading partner of Brazil –and of other 
Latin American countries– and as second-largest trading partner of Argentina. In terms of 
petroleum export destination, the US has been able to maintain its position as main buyer 
of both Brazilian and Argentine oil, despite having been overtaken twice by the PRC in 
the case of Argentine exports, as explained below.  

One of the most striking differences in the way Brazil and Argentina have reacted 
to China’s presence in the region is the consistency and coherence of Brazilian energy 
policy when compared with that of the successive Argentine governments. Brazil, which 
started the observed period as an oil importer and ended it as an oil exporter, has been 
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considerably more successful in attracting Chinese investments, with the governments 
and NOCs of both countries having been able to reach numerous agreements of energy 
cooperation. Brazilian energy policy and regulatory framework, combined with the 
country’s rich energy endowment, explains this success.  

On the other hand, Argentina can be said to be a country that has suffered badly 
from erratic and misguided energy policies and regulations (which included, but are not 
limited to, control on energy prices, export tariffs and subsidies for consumers), which 
have proved to be counterproductive for its economy and for Sino-Argentine 
relations, resulting in declining oil production and exports and the country’s relative 
weight as an energy supplier to China has been reduced. Data is consistent in this regard: 
Sino-Brazilian relations have evolved in a remarkably more positive way than Sino-
Argentine ones. 

The analysis of these relations has been an initial attempt to generalize from these 
two cases to similar cases involving Sino-Latin American relations. It could be argued 
that the examination of energy relations and policy of these two countries with the PRC 
have offered some innovative insights into the politics of asymmetrical interdependence 
in the role that the two countries play in their petroleum and biofuels exchanges with 
China. The second chapter of the study has sought to review the main arguments made 
throughout the present research and to examine the main findings on it, as well as to point 
out the limitations of the scope adopted and to suggest further areas of inquiry. 

 Its analysis of Sino-Brazilian and Sino-Argentine energy relations points out that 
both countries are vulnerable to China’s trade decisions, due to both the asymmetry 
between them and their dependence on Chinese purchases of their commodities. In terms 
of energy, coherence and consistency in Brazilian policy, and the lack of it in the case of 
Argentina, explain the notable differences between the performances of these two 
countries throughout the observed period. On the one hand, Brazil has been considerably 
more successful in attracting Chinese investments and in reaching agreements of energy 
cooperation with the NOCs. On the other hand, Argentina’s erratic and misguided 
policies of control on energy prices, export tariffs and subsidies for consumers have 
proved to be counterproductive for its economy and have resulted in declining oil 
production and exports and loss of relative weight as an energy supplier to China. Data is 
consistent in this regard: Sino-Brazilian energy relations have evolved in a more positive 
way than Sino-Argentine ones. The study also shows that both countries could reduce 
their dependence on the PRC by adding biofuels to their petroleum exports, while making 
it the driver of other industries. The analysis of these relations does not constitute an 
attempt to generalize from these two cases to all of Sino-Latin American relations. 
However, it can be argued that it has offered some innovative insights into the politics of 
asymmetrical interdependence in the role that the two countries play in their relations 
with China. These caveats notwithstanding, there are reasons to expect that significant 
aspects of Sino-Latin American politics will continue to approximate the conditions 
described here.  
 

The present research began by outlining the research problem and the significance 
that China’s increasing dependence on imported petroleum has not only for the PRC as a 
net importer, but also for Brazil and Argentina in their role as oil suppliers to China 
between 2000 and 2010 –noting that, for most of these years, these countries have been 
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the top oil suppliers of the PRC (until 2007, with Brazil retaking the first position in 
2010). In order to have a better understanding of the issue at stake, the Chapter succinctly 
offers an overview of the dissertation and the context within which Chinese policy 
towards developing countries has been developed, examining its implications in terms of 
energy security and within a South-South cooperation framework. The Literature Review 
section notes the increasing importance that Latin America has for the PRC (as a source 
of commodities and raw materials) as well as the increasingly attractive alternative that 
China’s model of state-led/interventionist economic development offers to Latin 
American countries, briefly describing the topics that have attracted more scholarly 
attention and with special attention being paid to the literature on Sino-Latin American 
energy relations. While the main focus lies in petroleum, the study examines the 
increasing importance that biofuels have at present, as well as the greater role they could 
play in the future.    

Succinctly put, the chapter seeks to finds answers to two basic research questions,  
examining to which extent could the PRC’s increasing dependence on imported energy 
resources continue to be satisfied by Brazilian and Argentine petroleum exports, and –
given that the energy resources that Brazil and Argentina produce and export are not 
limited to oil– it also explores the role that biofuels –such as biodiesel and ethanol, of 
which both Brazil and Argentina are leading producers and exporters– can play in 
contributing to satisfy Chinese energy needs.  

The study argues that the relative minor role that these countries have played as 
oil suppliers to the PRC throughout the observed period has been either substantially 
increased, in the case of Brazil, or at least maintained –with ups and downs– in the case 
of Argentina.  

Regarding the role they play in China’s energy strategy, the research points out 
that the concurrence of key events is, at least, suggestive: the Sino-Brazilian strategic 
partnership was established in 1993, the same year that the PRC became a net oil 
importer and the “Go Out” strategy started to be implemented. Along the same lines, the 
Sino-Argentine strategic partnership was established in 2004, when China became the 2nd 
largest oil consumer and importer, and Argentina was its 2nd largest oil supplier in the 
region –behind Brazil.  The chapter posits that China could become an export destination 
of biofuels, given that Brazilian ethanol is exported to the US and Argentine biodiesel to 
the EU. As these countries have a much more considerable comparative advantage in this 
kind of readily-available energy resources, they would benefit from the addition of 
biofuels to their energy resources portfolio, and this addition would also have beneficial 
implications for the PRC in both terms of energy security and environmental benefits.  

The analytical framework adopted by the present research consists of an 
asymmetrical interdependence perspective to analyze the implications that differences in 
economic magnitude and relevance have in Sino-Brazilian and Sino-Argentine relations –
with the PRC being able to benefit to a larger extent than the other two countries. 
Succinctly put, the research notes that, while the PRC is, respectively, the largest and 
second-largest trading partner of Brazil and Argentina, neither of them holds a similar 
rank relative to it. The parties involved in these relations do not have the same leverage 
or an equivalent clout: this becomes evident in the analysis of data that reveal that these 
countries are minor trade partners of the PRC, whose relevance is mainly derived from 
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the role they play as providers of a reduced number of raw materials and commodities 
(soybeans, iron ore and petroleum).  

The study builds upon the main tenet of the theory put forward by Keohane and 
Nye, arguing that asymmetrical interdependence “can be a source of power.” Throughout 
the second chapter, the study argues that relations between the PRC, Brazil and Argentina 
are characterized by the reciprocal costly effects that feature interdependence. It also 
claims that China uses it to its advantage the complementarity that exists with these two 
countries, noting that the mutual dependence is particularly clear in terms of trade –and 
more accurately represented in the case of soybeans than in that of petroleum exports 
from Brazil and Argentina to the PRC. Indeed, China is, respectively, the largest and 
second-largest trading partner of these countries, but this is not correlated. Neither of 
them ranks among China’s top trading partners, and their relevance from a Chinese 
perspective is mainly due to their character as suppliers of raw materials and natural 
resources. The asymmetries between these three countries are particularly evident in 
terms of the real economic magnitude of the PRC at the global level –being the second 
largest economy worldwide. The chapter illustrates how this economic asymmetry allows 
the PRC to occupy a dominant position vis-à-vis Brazil and Argentina, noting that 
while Sino-Brazilian relations can be said to be moderately asymmetrical, while Sino-
Argentine relations can be considered as being highly asymmetrical. 
 The study exemplifies how the PRC exploits the dependence of both South 
American countries on Chinese demand of such commodities, pointing out that –by 
being relatively less dependent on trade exchanges, China can afford to hold or break 
trade ties. This point is illustrated with the embargoes that Chinese authorities imposed to 
Brazil in 2004 and to Argentina in 2010. The chapter goes further the alleged reasons and 
argues that such restrictions to trade were indeed retaliatory measures unilaterally 
adopted by the PRC and that they reflect the high degree of vulnerability to external 
shocks of both Brazil and Argentina. After examining the precedents and the context 
within which the embargoes were imposed, the chapters argues that the determinant 
motive for the embargo against Argentina was the unjustifiable postponement of the first 
State visit to the PRC that Argentine president Fernández de Kirchner was supposed  to 
pay to her counterpart Hu in January 2010. After highlighting that, according to Keohane 
and Nye, presidential attention is a “physically restricted and very scarce resource”, the 
chapter further elaborates on Chinese reaction to what was perceived to be an 
unacceptable political relegation, resulting from an inexcusable asymmetry of attention 
by the Argentine government, given that Fernández de Kirchner had been in office since 
2007 and had never visited the PRC, despite China being the 2nd largest trading partner of 
Argentina worldwide since that year –behind Brazil– and its main export destination in 
Asia. A comparison between the two embargoes is also made –their motives, their length, 
their costs and the way in which each government reacted to it, etc. It notes that Brazil 
dealt with the embargo in a much more effective, coordinated and business-like way and 
thus had to endure it for half of the time –and suffering half of the losses– that it was the 
case for Argentina.     

The research also offers a complementary perspective on a “dynamic” aspect 
of “comparative in-vulnerability” that has not been highlighted as it should by previous 
research on the topic, noting that, as China’s economy continues growing, the more 
dominant the position occupied by the PRC in trade relations with Brazil and Argentina 
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becomes.  Then, the study notes that China China –through skilful manipulation of the 
asymmetry– has succeeded in turning a potentially weak position of dependence –as both 
a consumer and importer of raw materials and natural resources– to its advantage, by 
strategically using its gigantic market and overwhelming demand of these resources to 
turn the world soybean market into a “captive-supplier” scheme: exerting power over the 
“market access control” resource and thus framing relations with Brazil and Argentina 
within a monopsony context, in which the buyer plays a predominant role over the 
suppliers –with Brazil and Argentina ranking among the top global producers and 
exporters of soybeans.  

Furthermore, China’s already robust position is further strengthened by 
the  “double-concentration” that affects the two countries: concentration of their export 
basket (with over ¾ of their exports consisting of only two or three commodities –
soybeans and petroleum among them) and of their export-destination (since they rely in 
one main buyer –i.e., the PRC– for the products that dominate their export baskets). 

Regarding the different dimensions of interdependence, the chapter also 
highlights that vulnerability will lead to “bargaining weakness, suggesting that Brazil and 
Argentina are mainly agricultural producers and not oil exporting countries , 
with petroleum exports being significant, but not determinant. Counter measures to this 
weakness are possible through a skillful, committed and coherent bargaining strategy, as 
well as by the adoption and implementation of issue linkage and “double-export 
diversification” strategies, in order to reduce their dependence and attenuate their 
vulnerability and reduce –if not eliminate– the detrimental effects of asymmetrical 
interdependence.  

Given that soybeans are the single most important component of Brazilian and 
Argentine exports to the PRC –or one of the dominant exports– and sources of tax 
revenue for these countries, the chapter notes that soybeans are both a foodstuff and an 
energy crop, highlighting their industrial use –since, unprocessed,  they are less 
exportable than biodiesel -potential replacement markets –such as the EU, which absorbs 
almost all the biodiesel production of Argentina, the largest exporter worldwide –which 
is remarkable, given that its biodiesel industry is still in an infant stage, having only been 
developed since 2007. The immediate availability of Brazilian and Argentine biodiesel 
constitute an advantage that both countries should take into special consideration.  

The study also highlights that China cannot rely only in other suppliers –not even 
on the US, the top exporter in the world– to completely substitute the soybeans supplies 
that Brazil and Argentina provide it with, a fact that could be used by these countries to 
their advantage. It examines the biodiesel industry in China and of the pilot projects 
being implemented in a number of cities, noting that a number of factors explains that 
Chinese biodiesel demand has experienced significant growth in recent years but is, at 
present, unsatisfied. The unsubsidized production and controlled price of biodiesel (with 
fixed price ceiling) renders highly unlikely that domestically-produced biodiesel will 
contribute to China’s energy security in terms of transportation fuels. Emphasis is put on 
the fact that a “bio-fuels technology joint research model” is one of the 5 models of 
energy cooperation that are used by the Chinese government for energy cooperation with 
Latin America. Thus, and by taking into consideration all these factors, the chapter 
highlights that a window of opportunity is open for biodiesel imported from Brazil and 
Argentina –which should improve its process of policy coordination and implementation–  
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and points out the environmental benefits of biofuels: they would not only contribute to 
increase China’s energy security, but they would also diminish the PRC’s contribution to 
environmental pollution and global warming reducing the emission of greenhouse effect 
gasses (carbon dioxide and sulfur). The chapter highlights that, although there are a few 
publications examining the positive role that Brazilian sugarcane-based ethanol can play 
in enhancing China’s energy security, a conspicuous gap remains about the similar role 
that soybean-based biodiesel could play in this regard, noting that the present study seeks 
to contribute to fill this gap. 

 
The phenomenal economic growth that the PRC has been experiencing ever since 

Deng’s reforms were implemented is highlighted in the third chapter, with particular 
emphasis put on the costs at which such an extraordinary economic takeoff has come. 
Deng’s “Four Modernizations” set the stage for China’s economic rise, which resulted, 
on the one hand, in China’s economy-centered rise, growing at such a remarkable pace 
that it has been defined as “a miracle”1 and as “seemingly inevitable.”2 On the other hand, 
in a truly dramatic increase in Chinese energy demand and consumption –although still 
relatively lower than other countries. The central government of the PRC has become 
increasingly concerned about the considerable energy security challenges the country will 
be facing in coming decades. By securing its energy supply,3 the Chinese government 
would be able “to power the rapid growth of the economy”,4 one of its priorities, thus 
being able to retain political legitimacy and maintain social stability. The chapter 
examines the complexity of China’s energy policy and actors’ interactions in the energy 
sector, seeking to analyze the apparent dichotomy between China being currently 
considered as the world’s largest energy producer5 and, at the same time, a major energy 
importer, increasingly reliant on overseas energy resources. An interesting point 
emphasized by Andrews-Speed et al. is that, in spite of the PRC having abundant energy 
resources in terms of both fossil and renewable energy (with Chinese demand met largely 
by coal and hydropower, with wind and solar energy making also significant 
contributions), the main problem it faces is that its “shortfall is not caused by an absolute 

                                                 
1 Justin Yifu Lin, Fang Cai and Zhou Li, The China Miracle: Development Strategy and Economic Reform 
(Hong Kong: The Chinese University Press, 2003). 
2 Cheng-yi Lin, “The Rise of China and Taiwan's Response: The Anti–Secession Law as a Case Study,” in 
Issues & Studies 43, no. 1 (2007), 167. 
3 The PRC’s “proactive foreign policy in… Latin America… serves the purpose of securing resources for 
China–whether they be energy or oil.” See Masako Ikegami, as quoted in Hsing-Huang Michael Hsiao and 
Cheng-yi Lin, “The rise of China,” in Rise of China: Beijing’s Strategies and Implications for the Asia-
Pacific, ed. H-H. M. Hsiao and C-y. Lin (Oxon, OX: Routledge, 2009), 5. See also Ch. 2 of the same 
volume: M. Ikegami, “China’s grand strategy of ‘peaceful rise’: a prelude to a new Cold War?” 
4 In this regard, it has been noted that “maintaining a reliable and secure energy supply to power China’s 
economic boom is one of the Chinese Government’s top priorities. With oil imports surging, private car use 
soaring and the costs of environmental pollution mounting, a domestic biofuels industry seemed an 
attractive option for Beijing.” See “Biofuels –At What Cost? Government Support for Ethanol and 
Biodiesel in China,” report prepared by the Global Subsidies Initiative of the International Institute for 
Sustainable Development (November 2008), 1-2.  
5 “2012 White Paper on Energy Policy”–State Council Information Office of the People’s Republic of 
China –《中国的能源政策(2012)》白皮书 (October 2012), 17. 
http://www.scio.gov.cn/zxbd/wz/201210/t1233774.htm                   
http://www.gov.cn/english/official/2012-10/24/content_2250497.htm   (accessed October 30, 2012). 

http://www.scio.gov.cn/zxbd/wz/201210/t1233774.htm
http://www.gov.cn/english/official/2012-10/24/content_2250497.htm
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shortage of primary energy resources, but from a shortage of energy in the forms 
required.”6   

As explained in the third chapter of this study, the evolution of the PRC’s 
petroleum policy and interactions between the Chinese government and the PRC’s NOCs 
throughout the observed period are examined bearing in mind that China is especially 
dependent on oil, which –according to Anderson–is “the most important commodity 
traded worldwide” and, because of its essential importance in both economic and 
strategic terms, also “one of the most politically charged commodities.”7 Chinese oil 
demand for transportation and mobility exceeds domestic production. To make matters 
worse, China has a limited endowment of oil, as well as maturing, aging oil fields. These 
circumstances reveal some of the difficulties faced by the Chinese oil sector which –
besides of the capital intensive nature of the industry, suffers the inexorable pressure 
imposed by increasingly higher costs, according to the law of diminishing returns. 8  
China’s increasing dependence on imported petroleum is particularly worrisome: 
growing demand turned the PRC into the world’s second-largest oil consumer and net 
importer, in both cases only behind the United States, towards the end of the observed 
period9, with a very high percentage (around 50%) of this oil coming from overseas. 
Moreover, Chinese ever-growing import dependence on imported petroleum is not only 
steadily growing but also doing it very rapidly.  

It is at this point that the government-NOCs interaction is examined at the light of 
the concepts of “multilayered diplomacy” (spearheaded by high level official visits, with 
“presidential diplomacy” at the top layer)10 and “petroleum diplomacy” (as part of the 
“energy ring” of China’s new diplomacy, together with “great power” and 
“neighbouring” diplomacy)11 and described by a number of scholars in the Literature 
Review section of this study becomes relevant. Succinctly put, China’s “petroleum 
diplomacy” is to be better understood as to the “intersection between the pursuit of one 
country’s petroleum interests and its diplomatic interests, with one morphing into the 

                                                 
6 Andrews-Speed et al., The Strategic Implications of China’s Energy Needs, 11, 13. 
7 Ernest E. Smith and Owen L. Anderson. Materials on International Petroleum Transactions (Denver, CO: 
Rocky Mountain Mineral Law Foundation, 2010).  
8 According to the “principle of diminishing marginal productivity” –also called the “law of diminishing 
returns”– if one input in the production process of a certain commodity is increased while all other inputs 
remain constant (i.e., they are held fixed), a point will eventually be reached at which additions of the input 
yield progressively smaller, or diminishing, increases in output. In the case of petroleum, maturing or aging 
oilfields will yield a progressively diminishing number of barrels, with new barrels being obtained at 
increasingly higher costs.  
“diminishing returns” – Encyclopædia Britannica 
http://www.britannica.com/EBchecked/topic/163723/diminishing-returns (accessed December 20, 2011). 
9 “Top World Oil Net Importers–2011” – U.S. Energy Information Administration (EIA)  
http://www.eia.gov/countries/index.cfm   
10 See Chung-chian Teng, “The New Direction of China’s Foreign Relations in Latin America Under the 
Hu Administration (Hu Jintao Dingdao Xiazhongzhi dui Latingmeizhou Waiwen Guanxi de Xinfangxiang)”, 
in Peace Forum Website – February 2005. 
http://wwww.peaceforum.org.tw/onweb.jsp?webno=3333333305&webitem_no=1152  (accessed April 18, 
2011).  
See Teng, “Democracy, Development and China Acquisition of Oil in the Third World,” 108. 
11 Yu Zhengliang, “Zhonggou Xinwaijian Zhouyi (China’s new Diplomacy)”, in Lishi Jiaoxue Wenti 
(History Teaching and Research) 5 (2004): 14-18.  
As cited in Kong, China’s International Petroleum Policy, 118.   

http://www.britannica.com/EBchecked/topic/163723/diminishing-returns
http://www.eia.gov/countries/index.cfm
http://wwww.peaceforum.org.tw/onweb.jsp?webno=3333333305&webitem_no=1152
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realm of the other,”12 which is fostered by visits from authorities and officials from 
multiple levels (the top layer being “presidential diplomacy” –official visits paid by 
presidents and vice presidents, high ranking official diplomats– the second level 
consisting of visits by “high-level officials from the central governmental agencies” –
from the main ministries and commissions –and the third layer is represented by officials 
from the NOCs and other SOEs).13  

Following this line of analysis, and with regard to the roles played by the NOCs, 
the chapter higlights that , after CNPC proposed the “Go Out” strategy in 1993 –the same 
year that the PRC established its strategic partnership with Brazil, the NOCs became 
“policy initiators” with “a substantial impact on the strategy and policy”, enjoying  either 
ministerial status” – as CNPC and Sinopec– or “vice-ministerial” – as CNOOC.  The 
chapter has examined how the NOCs became “re-structured SOEs” simultaneously 
“market regulators” –i.e., referees– and “market participants” –i.e., players. As late 
comers to the global stage, the NOCs have been devoting considerable effort to their 
international expansion: different stages: from “CNPC-CNOOC duet” in the 1990s, when 
the Chinese government was favoring direct purchase instead of not overseas 
investment –with CNPC becoming the pioneer and being the 1st NOC to move into Latin 
America, soon followed by Sinopec and CNOOC – to a “3-NOCs symphony” in the early 
2000s 

Regarding biofuels, the study highlights the slow but steady increase in the 
attention that liquid renewable alternative fuels have been receiving in China. The study 
has sought to emphasize the benefits that they would offer to the PRC, in terms of both 
energy security and environmental concerns, with pilot projects being conducted at 
provincial levels and with even NOCs getting involved in ethanol and biodiesel research 
and development. Indeed, biofuels have been increasingly receiving attention by the 
Chinese government for the advantages they offer to the country’s steadily expanding 
liquid fuel market in both energy security and environmental terms, with the government 
adopting targets to raise the percentage of non-fossil fuel energy consumption in China’s 
energy mix and, although China does not mandate nationwide ethanol blending, a number 
of pilot projects are being conducted at a 10 provinces and 27 cities – E-10 being the 
standard blend– and with NOCs getting involved in ethanol and biodiesel research and 
development.  

Ethanol production is dominated by the Chinese government –with China 
currently being the third-largest ethanol producer in the world (behind Brazil and the US), 
and with ethanol production counting with governmental support (subsidies) and having 
5 ethanol-producing plants run by SOEs working at full capacity (and approval of new 
fuel ethanol plants stopped since 2005). The ethanol refineries can only sell their 
production to the NOCs (Sinopec and CNPC), which blend it with gasoline and distribute 
the E-10 to gas stations. China’s ethanol production target is not being currently reached, 
which reinforces the idea that Brazil and Argentina should seek energy cooperation on 
biofuels with the PRC government –this would benefit all three countries, and 
particularly Brazil –which zero-export tariff would maximize the benefits of Brazilian 
producers.  

                                                 
12 Kong, China's International Petroleum Policy, 118.  
13 Teng,“Democracy, Development and China Acquisition of Oil in the Third World,” 107-108.  
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As regards biodiesel, it is noteworthy that the Chinese diesel market is twice that 
of the gasoline market, but the lack of government subsidy means that the cost of 
domestically produced Chinese biodiesel is significantly higher price than regular diesel. 
Governmental support is needed –both in the form of subsidies and of legislation, since 
the use of biodiesel for transportation fuel nationwide is not mandatory –only voluntary 
and only in certain provinces with pilot projects. Chinese biodiesel refineries can be 
either state-owned or private-owned. The private sector predominates –as most refineries 
are in private hands, with even several plants belonging to foreign enterprises. Since 2006, 
numerous plants have been opened and numerous biodiesel projects are under 
construction or in planning stages. As aforementioned, the 12th Five-Year Plan (2011-
2015) contains no specific production target for fuel ethanol or biodiesel production for 
the period, but it can be expected that biodiesel production will continue to lag behind 
that of ethanol, until and unless the government increases its support of it. 

In terms of Sino-Brazilian energy relations, emphasis has been put on the last 
years of Jiang (1993-2003) and Hu (2003-2013)’s whole first term and the first part of his 
second term, as well as the second year of Cardoso(1995-2002)’s second term and the 
whole two terms of Lula (2003-2010). Special consideration is given to the fact that 
Brazil has been China’s top South American oil supplier for most of the observed period, 
in spite of having alternated positions with Argentina in the first half and having been 
displaced by Venezuela for most of the second. The chapter highlights the fact that 
Brazil –the most important country in Latin America and the first one in the region to be 
a strategic partner of the PRC, back in 1993– started the period as an oil importer –just 
like the PRC– but, it underwent an energy evolution between 2006 –when it achieved 
energy self-sufficiency– and 2010 –when it retook its position as top South American oil 
supplier to the PRC, becoming an increasingly important supplier of petroleum to China 
boosted by the offshore oil discoveries above mentioned.  

The fourth chapter of this study underscores Brazil’s successful performance can 
be attributed to the virtuous combination of the country’s rich energy resources 
endowment and the consistency and coherence of the energy policy adopted by 
successive Brazilian administrations –which fosters competition, attracts investments and 
promotes technological development. Unlike Argentina –examined in Chapter 5, Brazil 
constitutes a case in which the interest of the state can be said to prevail over the interest 
of the government.  

This chapter also makes a historical review of Sino-Brazilian relations and a 
chronological description of the intensification of visits and exchanges between officials 
of the two countries –the main economies in their respective regions. It notes that 
prominent Brazilian scholars and officials have argued that, despite the strategic 
partnership that the PRC and Brazil established in 1993, Sino-Brazilian relations are 
characterized by “asymmetry” –given the “clearly stronger position”, in both economic 
and political-strategic terms, that China holds vis-à-vis Brazil– and by “increasing 
Brazilian dependence” on the Chinese market, noting –as Tavares de Oliveira does – that 
while Brazil is an “interesting partner” for the PRC, China is a “fundamental partner” for 
Brazil. In the words of Ricupero, the pattern of exchanges between these two countries 
features one of the purest examples of an asymmetrical relationship, what once used to be 
called North-South, or simply colonial. 
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It also examines the energy agreements, MOUs and oil-backed loans, signed 
between theirs governments and NOCs. In this regard, it argues that the remarkable 
Brazilian performance as an energy exporter with the potential to become a top oil 
producer in the mid-term was, to a significant extent, based on the discovery of the Tupi 
and Libra fields (in 2007 and 2010, respectively), which can truly be considered as “game 
changers” in Sino-Brazilian relations. When Tupi was discovered, President Lula 
famously proclaimed that “God must be Brazilian”14 and defined the discovery as a 
“blessing” (“benção”) 15 , and energy analysts considered that it was “the Western 
Hemisphere's largest oil discovery in 30 years… [and] marked Brazil's official emergence 
as a nascent global oil power.”16 Only three years later, the find of Libra made it Brazil’s 
largest offshore oil discovery ever, surpassing Tupi.17 

These discoveries have attracted the Chinese NOCs, which have been seeking to 
play a more significant role in the Brazilian energy sector. The chapter highlights that 
Sinopec has been the pioneer and most active Chinese NOC in Brazil, although CNPC 
caught up having reached a number of agreements with Petrobras throughout the 
observed period: for instance, in 2004 Petrobras and Sinopec established a “strategic 
cooperation relationship on oil exploration, production, refining, marketing, pipes and 
technology” 18  –the same year that Petrobras opened its offices in Beijing– and the 
Petrobras-Sinopec agreement on the Gasene pipeline reached in September 2004 19  
(Gasoduto da Integração Sudeste-Nordeste, the longest pipeline in Brazil due to its 1,400 
kms extension)20 which started to be constructed in July 2005 and was inaugurated in 
March 2010.21 In February 2009, a Petrobras-Sinopec agreement on petroleum trade was 
reached and, in October 2010, Sinopec also acquired 40% of the Brazilian unit of 
Repsol/YPF for US$ 7.1 billion, thus becoming Repsol Sinopec Brasil. It had been also in 

                                                 
14 Andrés Oppenheimer, “Brazil’s huge oil find will lead to new wealth… or a petro-populist giant”, The 
Miami Herald, November 26, 2007. 
http://www.miamiherald.com/news/columnists/andres_oppenheimer/story/319805.html  (accessed April 2, 
2010). 
15 As defined by President Lula while being interviewed in the “Café com o Presidente” weekly program, 
conducted on August 30, 2009. During it, President Lula referred to the “pre-salt” oilfields as being “an 
asset of the [Brazilian] Union, [part of the] wealth of the [Brazilian] people and the future of Brazil” (“Pré-
sal: patrimônio da União, riqueza do Povo e futuro do Brasil”) 
http://blog.planalto.gov.br/patrimonio-da-uniao-riqueza-do-povo-futuro-do-brasil/  
16  Jeff Fick, “Petrobras Pumps First Crude from Massive Tupi Field Offshore Brazil”, Dow Jones 
Newswires, May 1, 2009.  
http://www.rigzone.com/news/article.asp?a_id=75679#sthash.ywmLUz61.dpuf  
17 Jeff Fick, “Brazil’s Oil Field May Be the World’s Most Expensive to Develop”, The Wall Street Journal, 
August 8, 2013.  
http://blogs.wsj.com/moneybeat/2013/08/08/brazils-oil-field-may-be-the-worlds-most-expensive-to-
develop/ (accessed August 9, 2013).  
18  Teng, “Hegemony or Partnership: China’s Strategy and Diplomacy toward Latin America,” 101. 
19 Alexandre Spatuzza, “Petrobras empezará construcción de ducto Gasene en julio”, BNAmericas, March 
15, 2005. 
http://www.bnamericas.com/news/petroleoygas/Petrobras_empezara_construccion_de_ducto_Gasene_en_j
ul, 
20 “Produção de petróleo e gás natural” – Portal do Governo do Estado do Espírito Santo – 2012.  
http://www.es.gov.br/EspiritoSanto/paginas/petroleo_gas.aspx  
21 “Maio gasoduto do Brasil nos  ultimos dez anos” – Petrobras – March 26, 2010.  
http://www.petrobras.com.br/pt/noticias/maior-gasoduto-do-brasil-nos-ultimos-dez-anos/  

http://www.miamiherald.com/news/columnists/andres_oppenheimer/story/319805.html
http://blog.planalto.gov.br/patrimonio-da-uniao-riqueza-do-povo-futuro-do-brasil/
http://www.rigzone.com/news/article.asp?a_id=75679#sthash.ywmLUz61.dpuf
http://blogs.wsj.com/moneybeat/2013/08/08/brazils-oil-field-may-be-the-worlds-most-expensive-to-develop/
http://blogs.wsj.com/moneybeat/2013/08/08/brazils-oil-field-may-be-the-worlds-most-expensive-to-develop/
http://www.es.gov.br/EspiritoSanto/paginas/petroleo_gas.aspx
http://www.petrobras.com.br/pt/noticias/maior-gasoduto-do-brasil-nos-ultimos-dez-anos/
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May this year that a US$ 10 billion “loan-for-oil” had been reached between Petrobras 
and the China Development Bank (CDB, 国家开发银行or國家開發銀行). 

CNPC was the second NOC in enter Brazil and reach agreements with Petrobras, 
such as the Petrobras-CNPC MOU for “joint business ventures” it signed in February 
2005 –which would result, the following year, in the Petrobras-CNPC Gascav (standing 
for Gasoduto Cabiúnas–Vitória) natural gas pipeline deal, agreed in 2006. Also, in 
February 2009, the Petrobras-CNPC MOU on petroleum trade was signed by 
representatives of the Brazilian and Chinese governments during Vice-President Xi’s 
visit to Brazil that year.  

As regards CNOOC, it is worth noting that it has been the last of China’s major 
NOCs to enter into the Brazilian petroleum sector –and this study highlights that CNOOC 
only did so after the observed period. As a matter of fact, CNOOC would only enter the 
Brazilian energy sector in October 2013, as a minor partner of the consortium of oil 
companies that will exploit Libra.   

The potential that Brazil has in biofuels –being the world’s second largest 
producer of ethanol and the world's largest exporter of this “advanced biofuel”– is 
highlighted, in particular given the good prospects of Sino-Brazilian energy cooperation. 

It is noteworthy that, in 2010, the US Environmental Protection Agency (EPA) 
has granted Brazilian ethanol the status of “advanced biofuel” opens excellent 
perspectives in the American market, and the chapter proposes further exploration of the 
possibilities of adding the Chinese market as a destination of Brazilian biofuels exports, 
which would contribute to enhance not only energy security but also to mitigate 
environmental constrains, given the reduction in greenhouse gasses emissions that the use 
of biofuels imply. 

The fifth chapter of this dissertation examined Sino-Argentine energy relations at 
the light of the asymmetrical dependence of Argentina vis-à-vis the PRC –analyzed in 
detail in Chapter 2– and the actors and policies that explain the mediocre Argentine 
performance as an energy supplier to the PRC, highlighting the major developments on a 
yearly base.  The “game-changing” discovery of a gigantic shale formation in Argentina 
in 2010 is succinctly examined in order to make the point that resources, by themselves, 
are not enough to perform well, nor to foster energy cooperation. Consistent and coherent 
policy is needed to turn them into reserves. Brazil fulfills this criteria, Argentina does not.  

Argentina started the observed period at a level comparable to that of Brazil –
accounting for about 1% of Chinese total oil imports in 2001– and finished it with crude 
oil exports that represented merely 2.2% of China’s total imports, while Brazilian oil 
exports to the PRC experienced a 13-fold growth. Despite their relative increase in terms 
of Argentina’s share in Chinese imports (which value increase from US$ 0.022 billion in 
2000 to around US$ 0.9 billion in 2006, the highest value recorded), the poor 
performance reflects the lack of a proper petroleum policy on the part of the Argentine 
government, as well as the fact that the country did not have a NOC that could act as 
counterpart of the Chinese oil companies, which had to deal with private oil companies 
such as Spain’s Repsol/YPF (雷普索爾石油公司), Argentina’s Bridas Corporation (布里

达斯公司) and the Argentine British Joint Venture PAE (Pan American Energy LLC 
(PAE, 泛美 能源 ). Although the country remained an oil exporter throughout the 
observed period –having even accounted for a record share of 5.5% of China’s total 
imports in 2006 (accounting for 40% of Argentine oil exports), its gradually diminishing 
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production and exports, together with the lack of exploratory activity, resulted in the 
country’s loss of leverage. Eventually, Argentina was to lose its self-sufficiency in 2011, 
in a diametrically opposed situation to the case examined in the previous chapter. 
Paradoxically, it was the same year that it was announced the 2010 discovery of the 
aforementioned gigantic shale oil and gas formation (Vaca Muerta – standing for Dead 
Cow, 死牛油田- the world’s third largest non-conventional reservoir) in the South of the 
country. Thus, this chapter analyzes a variety of reasons that would suggest the Argentine 
government to embrace the Brazilian energy policy profile in order to increase its 
attractiveness for the exploitation of these fields by both national and foreign oil 
companies.  

The aforementioned discoveries have created attractive investment opportunities 
for Chinese NOCs in Argentina, and in fact all three NOCs  –CNPC, CNOOC and 
Sinopec– have been in talks with the government about their involvement in these 
projects in the case of Argentina.22 The chapter examines in detail the main visits paid by 
Chinese and Argentine officials throughout the observed period, as well as the oil-backed 
loans, MOUs, Joint Ventures and other agreements that have been established between 
oil companies operating in these countries.  

It is noteworthy that, while all three Chinese NOCs were present in Argentina 
throughout the observed period –CNPC, CNOOC and Sinopec, in this order– only two of 
them had presence in Brazil between 2000 and 2010 –i.e., Sinopec and CNPC.  

Given the unique geopolitical features of Brazil and Argentina, the reactions that 
the PRC’s increasing involvement in these countries –as well as in Latin America in 
general– has provoked in Washington are examined while distinguishing between 
Chinese interest and involvement in energy resources in Brazil and Argentina and 
between energy and trade at a regional level. 

The attention that the US has paid to the implications of Chinese “multilayered 
diplomacy” in increased interaction between Latin America and Chinese government 
officials and NOCs is in line with the recently made observation that China’s growing 
importance in the international energy market and the global environmental system 
require that the world pay close attention to the behaviour of the PRC, since energy issues 
have clearly taken a higher priority in Chinese foreign policy.23 In this regard, the study 
argues that, in terms of energy, the US can be said to have been tolerant of increased 
Chinese presence in these countries, given that they are not among its most significant 
petroleum suppliers –although the US is the largest destination for Brazilian oil exports 
between 2003 and 2010, and has alternated this position with the PRC in the case of 
Argentine oil exports, with the caveat that this situation might change in the future, as the 
new offshore and shale discoveries made in Brazil and Argentina make them increasingly 
attractive energy sources. In addition to that, and considering that Brazil is the main 
supplier of ethanol to the US, future Brazilian exports of this biofuel to China might 
cause some friction.  

                                                 
22 “Los chinos, agazapados y a la espera de YPF” – La Nación – April 17, 2012.  
http://www.lanacion.com.ar/1465719-los-chinos-agazapados-y-a-la-espera-de-ypf (accessed April 18, 
2012). 
23 “China’s Worldwide Quest for Energy Security” – International Energy Agency & OECD (2010) 
http://www.oecdchina.org/OECDpdf/china2000.pdf (accessed May 8, 2012). 

http://www.lanacion.com.ar/1465719-los-chinos-agazapados-y-a-la-espera-de-ypf
http://www.oecdchina.org/OECDpdf/china2000.pdf
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Throughout the observed period, however, it can be said that the US would have 
enough reasons to be justifiably concerned about China’s involvement in the region. 
Succinctly put, China has been steadily gaining relevance as an increasingly important 
petroleum export destination and trade partner for Brazil and Argentina. Succinctly put, 
and in terms of trade, the PRC displaced the US as Brazil’s largest trading partner in 
2009 and 2010, and in 2010 almost equalled it as destination of Brazilian oil exports. In 
the case of Argentina –which follows a much more irregular patterns than Brazilian oil 
exports to the PRC– China twice overtook the US as the largest export destination of 
Argentine petroleum (in 2006 and 2008) 

The first part of this Chapter has shown that the “asymmetry of attention” paid to 
Latin America in general –and, by extension, towards Brazil and Argentina– by the US 
and the PRC. American policy has been characterized by a traditional neglect of the 
region, which –in combination with China’s remarkably active, if low-key, approach –
which, as aforementioned, is particularly evident in the case of Venezuela–24  can explain 
the noticeable progress that the PRC has made in the region since the 1990s and, 
especially, between 2000 and 2010. In order to illustrate this point, the Chapter has 
highlighted the main differences between the degree of attention paid to these countries 
by American and Chinese governments, noting that the Americans have consistently been 
lagging behind their Chinese counterparts.  

Indeed, China has maintained its embassy in Buenos Aires permanently covered 
throughout the whole period –and for 90% of the time in the case of Brasilia– while 
American embassies have alternated periods of vacancy with those of serving 
ambassadors, which reveals the lower priority that Washington was giving to these 
countries, leaving their embassies being run by chargés d’affaires ad interim. In terms of 
presidential visits, Chinese presidents (Jiang and Hu) have had the upper hand in paying 
visits to these countries before their American counterparts (Clinton, Bush and Obama)., 
more frequently than them and at higher level –indeed, the only State visits paid to Brazil 
and Argentina were those of Jiang and Hu, totaling four State visits by the PRC against 
zero by the US.  

In terms of trade, Chinese involvement in the region is, another source of concern 
for the US is in terms of regional trade competition, based on the fact that China has 
displaced it as top-trading partner of most Latin American countries –indeed, it has been 
overtaken by China as Brazil’s largest trading partner (since 2009), and Argentina’s 
second largest (since 2007, behind Brazil). It is necessary to make a distinction, however, 
since in the case of both countries China is buying primarily raw materials, while the US 
remains the largest –in the case of Brazil, and one of the largest, for Argentina– buyer of 

                                                 
24 Two words should be said about Venezuela, given the importance that this country has in terms of 
proven oil reserves, consistently ranking among the US top-five suppliers –exporting around ¾ of its crude 
to the American market, behind Canada, Mexico and Saudi Arabia– and in spite of the cautious, prudent 
approach that the PRC has adopted towards the region in general and towards Venezuela in particular. In 
this regard, the chapter notes that Venezuela is more dependent on the US –in particular, on American 
purchases of its oil– rather than vice versa. The Chinese government ha been remarkable careful in dealing 
with the efforts of its Venezuelan counterpart –based on resource nationalism– to strengthen relations with 
the PRC –President Chávez visited China 6 times, although these visits were never reciprocated by a 
Chinese president during the observed period, but by other high-ranking officials– in order to diversify its 
oil exports and reduce its dependence on the US market –the destination of 70-75% of Venezuelan oil 
exports.  
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Brazilian and Argentine manufactured goods and the primary source of foreign capital 
and new technologies. 25plus the fact that the PRC offers an attractive alternative of 
development model, especially for left-wing governments of oil-producing countries  –
such as Lula in Brazil, the Kirchners in Argentina, and Chávez in Venezuela. 

In this context, and as pointed out by Paz, the 2006 Sino-American dialogue on 
Latin America becomes a very important instance of dialogue and possible coordination 
for the two most important players in the global stage.    

 In terms of energy, there is also an asymmetrical situation: both Brazil and 
Argentina are only minor oil providers to the US, which is either the largest buyer (for 
Brazil) or one of the largest (for Argentina). The exports of Brazilian oil to the US have 
increased from 2000 to 2010, as examined in Chapter 4. To the contrary, exports of 
Argentine oil to the US have been reduced, due to Argentina’s declining production and 
exports –as analyzed in Chapter 5. Indeed, and although the US has remained as the top 
oil buyer of Brazilian petroleum –from 2003 to 2010– its position has been increasingly 
jeopardized, with China having threateningly approached the US towards the end of the 
observed period, ranking second in 2010 –only slightly behind the US and almost 
equalling its position as top destination. The US has also remained as one of the most 
important for Argentina, but with both countries remaining The US has benefited from its 
diversified oil sources –as aforementioned, Canada, Mexico and Saudi Arabia, with 
Venezuela being its largest South American oil provider (mainly due to the fact that the 
US has the technological capability to refine the heavy and sour Venezuelan oil). The 
study also notes that increasing US domestic energy production (due to the so-called 
“shale energy revolution” that has been taking place in recent years and which has put the 
US on the road to energy self-sufficiency) can be said to have contributed a great deal to 
ease concerns about that the possible diversion of Latin American petroleum flows away 
from the US and to China, as it happened twice in the case of Argentina: in 2006 and 
2008 China was the top buyer of Argentine oil (unlike the case of Brazil), displacing not 
only the US but also other traditional destinations such as Chile and Brazil.     

Furthermore, the study highlights that the US has remained tolerant of increasing 
Chinese involvement in the energy sectors of both Brazil and Argentina –with American 
companies preferring not to operate in heavily regulated energy sectors such as the ones 
in these countries, due to the fact that too much state intervention discourages American 
companies –but with Chinese NOCs feeling more comfortable operating in such markets.  
For instance, and in the case of the Brazilian off-shore oilfields, it has been argued that 
“the rules set by the government for the auction have scared off big players such as BP 
and Exxon for allegedly allowing too much state intervention.”26 The Libra field belongs 
to the Brazilian government's National Petroleum Agency (ANP) and both CNPC and 
CNOOC have got involved on it, as described in Chapter 3.  

It is also noteworthy that the US has reacted in a very different way when 
American interests have been directly involved or affected, seemingly perceiving Chinese 

                                                 
25 In 2013, and following the scandal of the spying activities of the NSA (美國國家安全局), Rousseff 
decided to postpone her visit to the US in September 2013. 
See Peter Hakim, “The State Visit that Wasn’t”, O Estado de São Paulo, October 13, 2013. 
http://www.thedialogue.org/page.cfm?pageID=32&pubID=3403 
26 “Clashes ahead of Brazil’s Libra oil exploration auction” – BBC – October 21, 2013. 
http://www.bbc.co.uk/news/world-latin-america-24605389 

http://www.thedialogue.org/page.cfm?pageID=32&pubID=3403
http://www.bbc.co.uk/news/world-latin-america-24605389
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presence as disturbing and triggering unexpected reactions –such as the case of the 2005 
UNOCAL case, its reaction was considered as “irrational” by specialists.27 As mentioned 
in Chapter 3, officials at the Chinese MOFA said that the ministry had never supported 
CNOOC’s attempt to acquire UNOCAL because “it gave ammunitions to the ‘China 
threat’ thesis in the United States.”28 This kind or irrationality has been considered to as a 
potential barrier for China’s acquisition of equity oil investments in Latin America. It 
should also be pointed out that the interest of American oil companies in Brazilian 
offshore discoveries in 2007 and 2010, and Argentine shale formation in 2010, might 
increase in the near future, thus rendering expectable to see some frictions with Chinese 
NOCs.  
 Finally, and as repeatedly mentioned throughout this study, the increasing 
importance of the proposals for energy cooperation on biofuels between the US and 
Brazil –on ethanol, as proposed in 2007– and between the US and Argentina –on 
cellulosic biodiesel and on sweet sorghum and corn-based ethanol as proposed in 2011 
for Argentina-US Biofuels cooperation 29 , should be highlighted, thus allowing for 
relatively cautious optimistic predictions as regard further and more comprehensive 
energy cooperation between these countries.   
 

                                                 
27 Teng,“Democracy, Development and China Acquisition of Oil in the Third World,” 106. 
28 Kong, China’s International Petroleum Policy, 140.  
29 “Estados Unidos quiere producir biocombustibles con la Argentina” – Revista Petroquímica– November 
1, 2011.   
http://revistapetroquimica.com/estados-unidos-quiere-producir-biocombustibles-con-la-argentina/   

http://revistapetroquimica.com/estados-unidos-quiere-producir-biocombustibles-con-la-argentina/
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2009 –the word “alternative” was replaced by “alliance”, thus becoming Alianza Bolivariana de los 
Pueblos de Nuestra América.   
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CFNA          Chamber of Commerce for Import and Export of Foodstuffs and Native Produce  
CHERY  Chery Automobile Co., Ltd.  
CICIR            China Institutes of Contemporary International Relations  
CLAS             Center for Latin American Studies (National Chengchi University) 
CMEC   China Machinery Engineering Corporation  
CNBC   China-Brazil Business Council  
CNPC             China National Petroleum Corporation 
CNPE  Conselho Nacional de Politica Energética / National Council for Energy Policy 
CNOOC           China National Offshore Oil Corporation  
COFCO           China National Cereals, Oils and Foodstuffs Corporation  
COMTRADE     Commodity Trade Statistics Database (United Nations Statistics Division) 
CONICET        Consejo Nacional de Investigaciones Científicas y Técnicas / National Council 

for Scientific and Technological Research  
COSAN  Cosan S.A. Indústria e Comercio  
COSBAN  Comissão Sino-Brasileira de Alto Nível de Concertação e Cooperação / High-

Level Sino-Brazilian Commission of Coordination and Cooperation 
COSL               China Oilfield Services Ltd.  
CPCIA           China Petroleum and Chemical Industry Association  
CRI   China Radio International  
CSIA   China’s Soybean Industry Association  
CSIS               Center for Strategic and International Studies 
CSSC   Crop Science Society of China  
CUP   China University of Petroleum  
DJSI   Dow Jones Global Sustainability Index 
DRC               Development Research Center  
EBC  Empresa Brasil de Comunicação / Brazil Communications Enterprise  
ECLAC   UN Economic Commission for Latin America and the Caribbean  
ECT  Energy Charter Treaty  
EIA                Energy Information Administration  
EISA  Energy Independence and Security Act  
ELETROBRÁS        Centrais Elétricas Brasileiras S.A. / Brazilian Power Stations  
ELI   Export-Led Industrialization 
ELS   Energy Leaders Summit 
ENARSA   Energía Argentina S.A. 
EPA             Environmental Protection Agency  
EU                   European Union 
EXIM              Export-Import Bank of China  
FAO   Food and Agriculture Organization  
FAS/USDA     Foreign Agricultural Service (United States Department of Agriculture) 
FTAA   Free Trade Area of the Americas  
FIESP  Federação das Indústrias do Estado de São Paulo / São Paulo State  

Federation of Industry  
FOLG   Falkland Oil and Gas Limited 
G-24  Group of 24  
G-77  Group of 77  
GAO   Government Accountability Office  
GASCAV  Gasoduto Cabiúnas–Vitória / Cabiúnas–Vitória Pipeline  
GASENE Gasoduto da Integração Sudeste-Nordeste / Southeast-Northeast Integration 

Pipeline  
GATT   General Agreement of Tariffs and Trade 
GBEP              Global Bioenergy Partnership  
GMO               Genetically Modified Organism   
GEMAS  Grupo de Estudos de Mercados e Estados da América e da Ásia / American and 

Asian States and Markets Study Group (Universidade de São Paulo) 
GSI   Global Subsidies Initiative   
GWREF  Great Wall Renewable Energy Forum 
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HKEX            Hong Kong Stock Exchange 
IAE   Instituto Argentino de Energía / Argentine Institute of Energy  
IAPG Instituto Argentino del Petróleo y del Gas / Argentine Institute of Petroleum and 

Gas 
IBF                 International Biofuels Forum 
ICBC             Industrial and Commercial Bank of China  
IDB   Inter-American Development Bank 
IEA                International Energy Agency 
IEBF   International Energy Business Forum 
IEF    International Energy Forum  
IIC    Inter-American Investment Corporation 
IISD   International Institute for Sustainable Development  
IISS                   International Institute for Strategic Studies  
ILAS Institute of Latin American Studies (Chinese Academy of Social Sciences) 
INAI                Instituto para las Negociaciones Agrícolas Internacionales / Institute for  

International Agricultural Negotiations  
INDEC Instituto Nacional de Estadística y Censos / National Institute on Statistics and 

Censuses  
IOC   International Oil Companies 
IPSA   International Political Science Association  
IRI   Instituto de Relações Internacionais (Universidade de São Paulo) 
ISI    Import-Substituting Industrialization 
IWEP   Institute for World Economics and Politics (Chinese Academy of Social  

Sciences)  
JAC   Jianghuai Automobile Co.  
KLE   KL Energy Corporation  
LDC   Louis Dreyfus Commodities 
LNG  Liquefied Natural Gas 
LSE                London Stock Exchange 
M&E  Management & Excellence  
MA   Ministério da Agricultura / Ministry of Agriculture  
ME                 Ministry of Energy  
MERCOSUR Mercado Común del Sur / Mercado Comum do Sul / Common Market of the 

South 
MES   Market Economy Status 
MF   Ministério da Fazenda / Ministry of Economy 
MI   Ministério da Infra-Estrutura / Ministry of Infrastructure  
MIF   Multilateral Investment Fund 
MINPLAN  Ministerio de Planificación Federal, Inversión Pública y Servicios / Ministry of 

Federal Planning, Public Investment, and Services  
MITI              Ministry of International Trade and Industry  
MDIC   Ministério do Desenvolvimento, Indústria, e Comércio Exterior /Ministry  

of Development, Industry and Foreign Trade  
MLR   Ministry of Land and Resources  
MME                  Ministério de Minas e Energia do Brasil  
MPI   Ministry of Petroleum Industry  
MOA               Ministry of Agriculture  
MOFCOM     Ministry of Commerce  
MoPI    Ministry of Petroleum Industry  
NAFTA   North American Free Trade Agreement  
NAM   Non-Aligned Movement  
NCG  Natural Compressed Gas 
NEA             National Energy Administration  
NEB            National Energy Bureau  
NEC            National Energy Commission  
NELG          National Energy Leading Group 
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NDRC        National Development and Reform Commission  
NIEO   New International Economic Order 
NOAA   National Oceanic and Atmospheric Administration  
NOC            National Oil Company  
NPC              National People’s Congress  
NSA  National Security Agency  
NUPRI Núcleo de Pesquisas em Relações Internacionais / International Relations 

Research Group (Universidade de São Paulo) 
NYSE         New York Stock Exchange 
OAS   Organization of American States  
OFEPHI   Organización Federal de Estados Productores de Hidrocarburos / Federal  

Organization of Hydrocarbon Producing Provinces  
OGJ   Oil and Gas Journal 
OLADE   Organización Latinoamericana de Energía /Latin American Energy Organization 
OPEC  Organization of Petroleum Exporting Countries 
OXY   Occidental Petroleum Corp. 
PAE                  Pan American Energy LLC 
PBC   People’s Bank of China  
PECOM  Pérez Companc Energía S.A.  
PEMEX  Petróleos Mexicanos / Petroleum of Mexico 
PET   Programa Energía Total / Total Energy Program  
PETROBRAS   Petróleo Brasileiro S.A / Petroleum of Brazil 
PdVSA              Petróleos de Venezuela S.A. / Petroleum of Venezuela 
PNA Programa Nacional do Álcool (Pró-Álcool) / National Alcohol Programme  
PNPB Programa Nacional de Produção e Uso do Biodiesel / Production and Use of 

Bio-Diesel Program 
PROCAP  Programa Tecnológico da Petrobras em Sistemas de Exploração em Águas 

Ultraprofundas/ Petrobras Technology Program for Ultra-deep Waters 
Exploration Systems  

PRSI  Pasadena Refining System, Inc.  
PSA  Production Sharing Agreements 
REL  Renewable Energy Law  
S&ED U.S.-China Strategic and Economic Dialogue 
SAFE  State Administration of Foreign Exchange  
SAG  State Administration of Grain  
SASAC      State-owned Assets Supervision and Administration Commission  
SC             Standing Committee  
SCN  Comunidad Sudamericana de Naciones / Southern Community of Nations 
SE    Secretaría de Energía / Secretary of Energy   
SENASA  Servicio Nacional de Sanidad y Calidad Agroalimentaria /Argentine National 

Health Service and Food Quality 
SEP                Special Energy Plan / Special Energy Development Plan  
SEC  Security and Exchange Commission  
SETC           State Economic and Trade Commission  
SFA               State Forestry Administration  
SINOCHEM  Sinochem Corporation   
SINOGRAIN China Grain Reserves Corporation  
SINOPEC       China Petrochemical Corporation  
SIPC   Sinopec International Petroleum Exploration and Production Corporation  
SOE       State-Owned Enterprise 
SPR              Strategic Petroleum Reserve  
SPCIB          State Petroleum and Chemical industry Bureau  
SSC   South-South Cooperation 
SSE              Shanghai Stock Exchange 
UIA   Unión Industrial Argentina / Argentine Industrial Union  
UIBE          University of International Business and Economics 
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UNASUR  Unión de Naciones Suramericanas / União das Nações Sul-Americana / Union 
of South American Nations  

UNCED   UN Conference of Environment and Development  
UN COMTRADE United Nations Commodity Trade Statistics Database 
UNCTAD   United Nations Conference on Trade and Development 
UNFCCC  United Nations Framework Convention on Climate Change 
UNGA  United Nations General Assembly 
UNICA   União da Indústria de Cana-de-Açúcar / Sugar Cane Industry Union  
UNOCAL      Union Oil Company of California  
USSEC   US Soybean Export Council 
VLCCs        Very Large Crude Carriers 
WEC   World Energy Council 
WSRC   World Soybean Research Conference 
WTO          World Trade Organization 
YPF                Yacimientos Petrolíferos Fiscales / Treasury Petroleum Fields  

 
Interviews 
 
As explained in Chapter 1, a number of interviewees agreed to talk to the author but required to be quoted 
as speaking on condition of anonymity.   
Among the most prominent specialists, scholars, government officials, diplomats and industry analysts who 
agreed to be cited as having been interviewed by the author are: 
  
Interview with Dr. Xiaojie Xu (Director, Senior Research Fellow–Institute of World Economics and 
Politics – Chinese Academy of Social Sciences-CASS) Beijing, August 14, 2013.   
 
Interview with Dr. Wei Wei (Deputy Head, Senior Research Fellow–Institute of World Economics and 
Politics – Chinese Academy of Social Sciences-CASS) Beijing, August 14, 2013.  
 
Interview with Dr. Shixue Jiang, Institute for Latin American Studies (ILAS), Chinese Academy of Social 
Sciences (CASS), Beijing, August 14, 2013. 
 
Interview with Dr. Hongbo Sun, Institute for Latin American Studies (ILAS), Chinese Academy of Social 
Sciences (CASS), Beijing, August 15, 2013. 
 
Interview with Dr. Xuanli Liao (Lecturer on International Relations and Energy Security Studies, Centre 
for Energy, Petroleum and Mineral Law and Policy –CEPMLP– University of Dundee), following her 
“Chinese Energy Policy: Domestic Issues and International Challenges” lecture, delivered at the College of 
International Affairs, National Chengchi University (NCCU), Taipei,  Taiwan, April 12, 2013.  
 
Interview with Dr. William Fox (Dickinson School of Law, Penn State University)– National Chengchi 
University, Taipei, Taiwan, May 23, 2013. 
 
Interviews with a number of officials from the Chinese embassy in Brasilia, speaking on condition of 
anonymity. 
 
Interview with Dr. Eduardo Viola (Professor, Institute of International Relations, University of Brasilia, 
and Senior Researcher, Conselho Nacional de Desenvolvimento Científico e Tecnológico, or National 
Council for Scientific and Technological Development –CNPQ), Brasilia, Brazil, June 3, 2013. 
 
Interview with Mr. Lucas Odoni (Administrator, Institutional Communication, PETROBRAS) – Brasilia, 
Brazil, June 4, 2013. 
 
Interview with Dr. Marcelo Laplane (President, Centro de Gestão e Estudos Estratégicos –CGEE)  Brasilia, 
Brazil, June 4, 2013. 
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Interview with Ec. Karina Marcelino (World Bank –WB), Brasilia, Brazil, June 4, 2013. 
 
Joint Interview with Ec. Julio Cesar Naves and Ec. Leonardo Costa Fonseca (Fundação dos Economiários 
Federais) Brasilia, Brazil, June 4, 2013. 
 
Interview with Eng. Zilmar José de Souza (Bioelectricity Manager, União da Indústria de Cana-de-Açúcar, 
or Sugar Cane Industry Union –UNICA) Ribeirão Preto, Brazil, June 5, 2013.  
 
Double Interview with Dr. Milton Flavio Marques Lautenschlager (Under Secretary of Renewable Energy, 
Secretary of Energy, Government of the State of São Paulo) Ribeirão Preto, Brazil, June 5, 2013, and São 
Paulo, Brazil, June 7, 2013. 
 
Interview with Eng. Zilmar José de Souza (Bioelectricity Manager, União da Indústria de Cana-de-Açúcar, 
or Sugar Cane Industry Union –UNICA) Ribeirão Preto, Brazil, June 5, 2013.  
 
Interview with Ec. Luciano Cunha de Sousa (Foreign Trade Analyst, Ministry of Development, Industry 
and Foreign Trade – MDIC) Ribeirão Preto, Brazil, June 5, 2013.  
 
Interview with Prof. Alexandre Ratsuo Uehara, Academic Director –Facultades Integradas Rio Branco– 
and Research Fellow and Professor, Núcleo de Pesquisas em Relações Internacionais, or International 
Relations Research Center –NUPRI), Grupo de Estudos de Mercados e Estados da América e da Ásia 
(GEMAS), University of São Paulo (USP), São Paulo, Brazil, June 6, 2013. 
 
Interview with Dr. Maria Herminia Tavares de Almeida  (Director, Institute of International Relations –
IRI– University of São Paulo –USP), São Paulo, Brazil, June 6, 2013. 
 
Interview with Miss Luana Maia Oliveira –Coordinator of Institutional Relations at UNICA (União da 
Indústria de Cana-de-Açúcar, or Sugar Cane Union Industry)– São Paulo, Brazil, June 7, 2013.  
 
Interview with Prof. Leandro Barbosa (Researcher, International Relations Research Group –NUPRI– 
University of São Paulo –USP), São Paulo, Brazil, June 7, 2013. 
 
Interview with Minister Valdo Amadeo Palmai (Councelor, Argentine Consulate in São Paulo), São Paulo, 
Brazil, June 7, 2013. 
 
Interview with Adjunct Minister Vanina Rinaudo (Argentine Consulate in São Paulo), São Paulo, Brazil, 
June 7, 2013. 
 
Interviews with a number of officials from the Argentine Ministry of Foreign Affairs, International Trade 
and Cult, speaking on condition of anonymity. Buenos Aires, Argentina, July-August, 2012, and June-July, 
2013.  
 
Interview with Dr. Mario Turzi (Partner, Marval, O’Farrell & Mairal Legal Consultants),  Buenos Aires, 
Argentina, June 10, 2013. 
 
Interview with Eng. Jorge Lapeña (Argentina’s former Secretary of Energy and current President of the 
Argentine Institute of Energy –IAE),  Buenos Aires, Argentina, June 10, 2013. 
 
Interview with Dr. Marcelo Elizondo (Professor, Universidad Argentina de la Empresa, and Director, DNI 
Consultants),  Buenos Aires, Argentina, June 10, 2013. 
 
Interview with Eng. Víctor Casalotti (Director of Petroleum, Argentine and Petroleum Gas Institute – 
IAPG), Buenos Aires, Argentina, June 13, 2013. 
 
Interview with CPA. Claudio Molina (Executive Director, Argentine Biofuels and Hydrogen Association – 
ABH) – Buenos Aires, Argentina, June 11, 2013. 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

                                                                                                                                           References  

 425 

 
Interview with Att. Julián Peña (President, Legal Affairs Commission, Argentine-Chinese Chamber of 
Production, Industry and Commerce – Allende & Brea Legal Consultants) Buenos Aires, Argentina, June 
12, 2013. 
 
Interview with Eng. Alejandro Tagliabúe (President, Energy Commission, Argentine-Chinese Chamber of 
Production, Industry and Commerce – Director, Panedile) Buenos Aires, Argentina, June 11, 2013. 
 
Interview with Att. Juan Martín Allende (Partner, Allende & Brea Legal Consultants) Buenos Aires, 
Argentina, June 12, 2013. 
 
Interview with Att. Daniel Alvarez (Partner, Allende & Brea Legal Consultants) Buenos Aires, Argentina, 
June 12, 2013. 
 
Interview with Dr. Carlos Saravia Frías (former Argentine Undersecretary of Energy and Mining, former 
National Undersecretary of Mining, and Partner, Saravia Frías & Mazzinghi  Legal Consultants) Buenos 
Aires, Argentina, June 14, 2013. 
 
Interview with Dr. Bernardo Saravia Frías (Partner, Saravia Frías & Mazzinghi  Legal Consultants) Buenos 
Aires, Argentina, June 14, 2013. 
 
Interview with Dr. Martín Plaza (Undersecretary of Strategic Planning and Military Policy, Argentine 
Ministry of Defense) Buenos Aires, Argentina, June 14, 2013. 

Maps 

Pre-salt Oilfields in Brazil: Santos Basin, Tupi (Lula) and Libra Oilfields 

 

          Source: The Economist 
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Pre-salt Oilfields in Brazil: Santos Basin, Tupi (Lula) Oilfield 

         

Pre-salt Oilfields in Brazil: Santos Basin, Libra Oilfield 

 

                                 Source: The Economist 
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Vaca Muerta Shale Oil and Gas Formation in Argentina 

 

                                          Source: The New York Times 
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Appendix I – China's Policy Paper on Latin America and the Caribbean 

Source: Chinese Government Official Web Portal 

http://english.gov.cn/official/2008-11/05/content_1140347.htm  

China's Policy Paper on Latin America and the Caribbean (full text)  

 

The Chinese government launched its first ever policy paper on Latin America and the Caribbean region. The full text of the policy paper 
is as follows: 

China's Policy Paper on Latin America and the Caribbean 

Foreword 

The world today is undergoing major transformation and adjustment. Peace and development are the trend of the times. The move toward 
multi-polarity is irreversible and economic globalization is gaining momentum. World peace and development are facing new 
opportunities as well as various challenges. It is in the fundamental interest of people of all countries and also their common aspiration to 
share development opportunities, jointly address challenges and promote the noble cause of peace and development of mankind. 

As the largest developing country in the world, China is committed to the path of peaceful development and the win-win strategy of 
opening-up. It is ready to carry out friendly cooperation with all countries on the basis of the Five Principles of Peaceful Coexistence and 
build a harmonious world of durable peace and common prosperity. 

Latin American and Caribbean countries are an important part of the developing world and a major force in the international arena. Under 
new circumstances, the development of relations between China and Latin American and Caribbean countries is faced with new 
opportunities. In issuing this policy paper on Latin America and the Caribbean, the Chinese Government aims to further clarify the goals 
of China's policy in this region, outline the guiding principles for future cooperation between the two sides in various fields and sustain the 
sound, steady and all-round growth of China's relations with Latin America and the Caribbean. 

I. The Status and Role of Latin America and The Caribbean 

Latin America and the Caribbean have a long history, vast territory and abundant resources, and the region enjoys a good foundation for 
economic and social growth and huge development potential. 

Countries in the region have been actively exploring development paths suited to their national conditions. They have maintained political 
stability and continued economic growth, and the life of the people is steadily improving. Latin American and Caribbean countries cherish 
a strong desire for self-development through unity and the commitment to promoting regional peace, stability and development. The 
region on the whole is growing in strength and its international influence is rising. Latin American and Caribbean countries have taken an 
active part in international affairs and contributed significantly to world peace and common development. They are playing an 
increasingly important role in regional and international affairs. 

II. China's Relations with Latin America and the Caribbean 

Though China and Latin America and the Caribbean are far from each other, the two peoples enjoy a time-honored friendship. The two 
sides are at a similar stage of development and face the common task of achieving development. Both sides cherish the desire for greater 
mutual understanding and closer cooperation. 

During the twenty years or so after the founding of New China in 1949, China and Latin America and the Caribbean mainly conducted 
people-to-people exchanges. In the 1970s and 1980s, China established diplomatic ties with most countries in the region. Friendly 
cooperation between the two sides in various fields registered momentous growth in the 1990s. Since the beginning of the 21st century, 
the two sides have enjoyed more frequent high-level exchanges, stronger political mutual trust and closer cooperation in economy, trade, 

http://english.gov.cn/official/2008-11/05/content_1140347.htm
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science and technology, culture and education, and mutual support and close coordination in international affairs. New progress has been 
made in relations between the two sides in an all-round way at various levels and across a broad spectrum of areas. 

Friendly cooperation between China and Latin America and the Caribbean serves the fundamental interest of the two peoples. Future 
growth of relationship between the two sides enjoys great potential and broad prospects, and will contribute more significantly to peace 
and development of mankind. 

III. China's Policy on Latin America and the Caribbean 

To enhance solidarity and cooperation with other developing countries is the cornerstone of China's independent foreign policy of peace. 
The Chinese Government views its relations with Latin America and the Caribbean from a strategic plane and seeks to build and develop a 
comprehensive and cooperative partnership featuring equality, mutual benefit and common development with Latin American and 
Caribbean countries. The goals of China's policy on Latin America and the Caribbean are: 

-- Promote mutual respect and mutual trust and expand common ground. Based on the Five Principles of Peaceful Coexistence, China and 
Latin America and the Caribbean will treat each other as equals and respect each other. They will strengthen dialogue and communication, 
enhance political mutual trust, expand strategic common ground, and continue to show understanding and support on issues involving each 
other's core interests and major concerns. 

-- Deepen cooperation and achieve win-win results. The two sides will leverage their respective strengths, tap the potential of cooperation, 
and seek to become each other's partner in economic cooperation and trade for mutual benefit and common development. 

-- Draw on each other's strengths to boost common progress and intensify exchanges. The two sides will carry out more cultural and 
people-to-people exchanges, learn from each other and jointly promote development and progress of human civilization. 

-- The one China principle is the political basis for the establishment and development of relations between China and Latin American and 
Caribbean countries and regional organizations. The overwhelming majority of countries in the region are committed to the one China 
policy and the position of supporting China's reunification and not having official ties or contacts with Taiwan. The Chinese Government 
appreciates such a stance. China is ready to establish and develop state-to-state relations with all Latin American and Caribbean countries 
based on the one China principle. 

IV. Strengthen China's Comprehensive Cooperation with Latin American and Caribbean Region 

1. In the Political Field 

(1) High-Level Exchanges 

China wishes to maintain the momentum of close exchanges with leaders of Latin American and Caribbean countries to increase mutual 
understanding and trust, step up exchange of experience on governance and consolidate the political basis for the growth of relations with 
Latin American and Caribbean countries. 

(2) Exchanges Between Legislatures 

The National People's Congress of China wishes to strengthen friendly exchanges with parliaments of Latin American and Caribbean 
countries, the Latin American Parliament, the Mercosur Parliament, the Andean Parliament, etc. at multiple levels and through various 
channels on the basis of respecting each other, deepening mutual understanding and promoting cooperation so as to enrich and invigorate 
relations with Latin American and Caribbean countries. 

(3) Exchanges Between Political Parties 

The Communist Party of China wishes to carry out friendly exchanges of various forms with political parties and organizations of Latin 
American and Caribbean countries on the basis of independence, full equality, mutual respect and non-interference in each other's internal 
affairs to learn from each other, increase mutual understanding and friendship, and strengthen mutual trust and cooperation. 
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(4) Consultation Mechanisms 

Relevant agencies of the Chinese Government wish to establish and improve the mechanisms of standing committee, high-level 
committee, high-level mixed committee, strategic dialogue, political consultation, mixed committee on economy and trade, consultation 
on economy and trade, high-level working group, business cooperation forum, cultural and education mixed committee, and science and 
technology committee with their counterparts in Latin America and the Caribbean to increase consultation and promote exchanges and 
cooperation. 

(5) Cooperation in International Affairs 

The Chinese Government will continue to strengthen coordination and cooperation on international issues with Latin American and 
Caribbean countries, and maintain regular consultation with them on major international and regional issues. The two sides will continue 
to support each other on such important issues as sovereignty and territorial integrity. China stands ready to work with Latin American and 
Caribbean countries to strengthen the role of the United Nations, make the international political and economic order more fair and 
equitable, promote democracy in international relations and uphold the legitimate rights and interests of developing countries. China 
supports a greater role of Latin American and Caribbean countries in international affairs. 

(6) Local Government Exchanges 

The Chinese side highly values exchanges at the local government level with countries in Latin America and the Caribbean. It supports the 
twinning of provinces/states or cities between China and Latin American and Caribbean countries, and exchanges and cooperation in 
business, science and technology, culture and other fields to increase mutual understanding and friendship. It attaches great importance to 
cooperation with Latin American and Caribbean countries in international local governments organizations. 

2. In the Economic Field 

(1) Trade 

The Chinese Government will continue to work with its Latin American and Caribbean counterparts in the spirit of equality and mutual 
benefit to expand and balance two-way trade and improve the trade structure to achieve common development. At the same time, it will 
work with these countries to properly settle trade frictions through consultation and cooperation. China will, on the basis of mutual benefit 
and win-win cooperation, give positive consideration to concluding free trade agreements with Latin American and Caribbean countries or 
regional integration organizations. 

(2) Investment Cooperation 

The Chinese Government encourages and supports qualified Chinese companies with good reputation in investing in manufacturing, 
agriculture, forestry, fishing, energy, mineral resources, infrastructure, and service sector in Latin America and the Caribbean to promote 
the economic and social development of both sides. The Chinese Government will continue to welcome investment by Latin American 
and Caribbean businesses in China. 

(3) Financial Cooperation 

The Chinese Government supports China's monetary and financial regulatory authorities and financial institutions in stepping up 
consultation and professional exchanges and cooperation on macroeconomic situation and economic and financial policies with their 
counterparts in Latin American and Caribbean countries. It encourages Chinese commercial banks to set up branches in Latin America and 
the Caribbean. It will push for the conclusion of banking regulatory cooperation agreements with Latin American and Caribbean countries 
as appropriate, and work with them to jointly combat money laundering and terrorist financing. 

(4) Agricultural Cooperation 

The Chinese Government will promote exchanges and cooperation in agricultural science and technology with Latin American and 
Caribbean countries through holding agricultural technique training programs and dispatching technicians to the Latin American and 
Caribbean region. An information exchange mechanism will be established to discuss issues of common interest. Cooperation in flora and 
fauna inspection will be intensified and agricultural trade will be expanded to jointly uphold food security. 
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(5) Industrial Cooperation 

The Chinese side wishes to strengthen exchanges with Latin American and Caribbean countries in industry. It is desirable to establish and 
improve relevant cooperation mechanisms, share best practices in each other's industrialization process, and promote and deepen practical 
cooperation. 

(6) Infrastructure Construction 

The Chinese side will strengthen practical cooperation with Latin American and Caribbean countries in transport, information and 
communications, water conservancy and hydropower and other areas of infrastructure development, scale up project contracting in the 
region, and conduct mutually beneficial cooperation in various ways so as to contribute its share to further infrastructure development in 
the region. 

(7) Resources and Energy Cooperation 

The Chinese side wishes to expand and deepen mutually beneficial cooperation with Latin American and Caribbean countries in resources 
and energy within bilateral cooperation frameworks. 

(8) Customs Cooperation 

The Chinese side wishes to strengthen exchanges and cooperation with Latin American and Caribbean countries on customs by increasing 
exchanges between customs officers of the two sides and promoting trade security and facilitation. Exchanges and consultation will be 
increased on issues of mutual concern, such as smuggling and business fraud. Negotiations aimed at concluding documents on mutual 
administrative assistance with customs authorities of relevant countries will be held in due course. 

(9) Cooperation on Quality Inspection 

The Chinese Government wishes to step up exchanges and cooperation with Latin American and Caribbean countries on quality 
inspection, technical barriers to trade (WTO/TBT) and sanitary and phytosanitary measures (WTO/SPS), and establish and improve 
consultation mechanisms on quality inspection to ensure product quality and food safety. The two sides will strengthen exchanges and 
consultation on issues of mutual interest such as product quality, food safety, and quarantine of entry animals and plants, leading to the 
signing of protocols on quarantine of entry products. They will also conduct active exchanges and cooperation on measurement and 
standardization. 

(10) Tourism Cooperation 

The Chinese side will expand tourism cooperation with Latin American and Caribbean countries to enhance mutual understanding and 
friendship between the two peoples. The Chinese side will make vigorous efforts to promote visits by Chinese tourist groups to Latin 
American and Caribbean countries. It also welcomes citizens of Latin American and Caribbean countries to visit China. 

(11) Debt Reduction and Cancellation 

The Chinese Government will, based on its consistent policy on debt reduction and cancellation, discuss with relevant Latin American and 
Caribbean countries ways to relieve their debts as China's ability permits. The Chinese Government will also continue to call upon the 
international community, developed countries in particular, to take more concrete steps to reduce and cancel debts owed by Latin 
American and Caribbean countries. 

(12) Economic and Technical Assistance 

The Chinese Government will, according to its financial capability and level of economic and social development, continue to provide 
economic and technical assistance to relevant Latin American and Caribbean countries without attaching any political conditions. The 
Chinese Government will work within its ability and gradually increase its assistance to Latin American and Caribbean countries to meet 
their needs. 
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(13) Multilateral Cooperation 

The Chinese Government is ready to strengthen consultation and coordination with Latin American and Caribbean countries in 
multilateral trade and financial institutions and regimes, with a view to promoting South-South cooperation, bringing about a more just 
and equitable multilateral trading regime and ensuring a bigger say and greater role in decision-making for developing countries in 
international trade and financial affairs. 

(14) Chamber-of-Commerce Cooperation 

The Chinese side will deepen its cooperation with chambers of commerce of Latin America and the Caribbean and push forward 
exchanges between business communities of the two sides through the China-Latin America Entrepreneur Summit, China-Caribbean 
Entrepreneurs Meeting and other mechanisms, in an effort to achieve win-win results. 

3. In the Cultural and Social Aspects 

(1) Cultural and Sports Exchanges 

The Chinese Government will work actively to follow up on cultural cooperation agreements and relevant implementation programs 
signed with Latin American and Caribbean countries, maintain regular exchange of visits between cultural authorities of the two sides, and 
strengthen interaction and cooperation between cultural and art institutions and professionals of the two sides. To meet the needs for 
cultural exchange and market demand, the two sides will provide guidance for and push forward a variety of cultural exchange programs 
among various communities of the two sides. 

The Chinese side will keep the momentum of exchanges between the sports authorities and national Olympic committees, and encourage 
direct contacts between sports associations of the two sides. Guidance and encouragement will also be given to bilateral sports exchanges 
in various forms. 

(2) Cooperation in Science, Technology and Education 

The Chinese side is ready to enhance scientific and technological exchanges with Latin American and Caribbean countries through the 
mixed committee on bilateral science and technology cooperation and high-level coordinating mechanism. The Chinese side will also 
strengthen cooperation with Latin America and the Caribbean in aeronautics and astronautics, bio-fuel, resources and environment 
technology, marine technology and other areas of shared interest. The Chinese side will promote wider application of Chinese 
technologies on energy-conservation, digital medical treatment, small hydropower and other results of scientific research and advanced 
applied techniques in Latin America and the Caribbean. The Chinese side will provide Latin American and Caribbean countries with 
technical training, services and demonstration, and step up cooperation and exchanges on the educational front with Latin American and 
Caribbean countries through bilateral and multilateral cooperation mechanisms. The Chinese side will work for the conclusion of the 
agreement on mutual recognition of diplomas and academic degrees, and increase the number of Chinese government scholarships for 
Latin American and Caribbean countries. 

(3) Cooperation in Medical and Health Care 

The Chinese Government will vigorously promote exchanges and cooperation in the medical and health care sector with Latin American 
and Caribbean countries, and share experience and carry out cooperation in such areas as disease control, response to public health 
emergencies, and control of HIV/AIDS and bird flu. The Chinese Government will continue to send medical contingents equipped with 
necessary medicines and medical equipments to relevant countries to help improve local medical facilities and train local medical 
professionals. 

(4) Consular Cooperation and Personnel Exchanges 

The Chinese Government will develop and deepen consular relations with Latin American and Caribbean countries, and strengthen and 
expand exchanges and cooperation between the consular departments of the two sides. The Chinese Government will carry out bilateral or 
multilateral friendly discussions with Latin American and Caribbean countries on consular issues of shared interest to address each other's 
concerns through the establishment of a consular consultation mechanism. The Chinese Government will take effective measures to 
promote and safeguard regular personnel exchanges between the two sides, facilitate normal trade, investment and business activities and 
uphold the lawful rights and interests of people of the two sides. 
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(5) Media Cooperation 

The Chinese Government encourages and actively promotes exchanges and cooperation between the media of the two sides at multiple 
levels and in various forms to increase mutual understanding and ensure comprehensive and unbiased reports of each other. It will work to 
increase communication and cooperation between government information departments of the two sides and provide convenience for 
media interaction and cooperation between the two sides. 

(6) People-to-People Exchanges 

The Chinese Government encourages exchanges between non-governmental organizations and academic institutions of the two sides and 
gives full play to the role of the mechanism for people-to-people friendly interaction in advancing friendly relations between China and 
Latin American and Caribbean countries. It will strengthen interaction with youth organizations and institutions of Latin American and 
Caribbean countries, and deepen friendly cooperation with women's organizations at the national, regional and non-governmental levels in 
Latin American and Caribbean countries, so as to build up mutual understanding and mutual trust and work together for gender equality 
and the advancement of women. 

(7) Cooperation in Environmental Protection 

The Chinese side will strengthen exchanges with Latin American and Caribbean countries in laws, regulations and policies related to 
environmental protection and promote cooperation in personnel training, education and capacity building in the fields of biodiversity 
conservation, as well as prevention and treatment of pollution and desertification. 

(8) Cooperation in Combating Climate Change 

The Chinese Government highly values its cooperation with Latin American and Caribbean countries in combating climate change and is 
ready to develop and consolidate bilateral cooperation under the United Nations Framework Convention on Climate Change and other 
relevant mechanisms. It will actively promote consultation and communication between the two sides on combating climate change and 
cooperation in related projects. 

(9) Cooperation in Human Resources and Social Security 

The Chinese side will strengthen exchanges and cooperation with Latin American and Caribbean countries in employment promotion, 
establishment of good labor relations, improvement of the social security system, human resources development and reform of the civil 
service system. It will, through the signing and implementation of memoranda of understanding on bilateral cooperation, deepen and 
expand bilateral exchanges in social aspects, and enhance coordination and cooperation between the two sides in international 
organizations such as the International Labor Organization. 

(10) Disaster Reduction, Disaster Relief and Humanitarian Assistance 

The Chinese Government will enhance information sharing, experience exchanges and technological cooperation in disaster reduction and 
relief with Latin American and Caribbean countries and facilitate the establishment of regular bilateral and multilateral meeting 
mechanisms between relevant departments of the two sides. It will continue to respond positively to the need for urgent humanitarian 
assistance of Latin American and Caribbean countries. It will encourage non-governmental organizations such as the Red Cross Society of 
China to conduct exchanges and cooperation with relevant Latin American and Caribbean organizations in this regard. 

(11) Cooperation in Poverty Alleviation 

The Chinese Government will strengthen exchanges and cooperation with Latin American and Caribbean countries in reducing poverty 
and narrowing the gap between the rich and the poor, and will encourage poverty alleviation institutions of the two sides to establish broad 
cooperative relations to share information and conduct joint research. More training programs designed for poverty alleviation personnel 
in Latin American and Caribbean countries will be launched, while more interaction on poverty reduction with inter-state or regional 
organizations in Latin America and the Caribbean will be strengthened. The two sides will also enhance exchange of visits and mutual 
participation in conferences and for a on poverty alleviation held by the other side. 

4. On Peace, Security and Judicial Affairs 
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(1) Military Exchanges and Cooperation 

The Chinese side will actively carry out military exchanges and defense dialogue and cooperation with Latin American and Caribbean 
countries. Mutual visits by defense and military officials of the two sides as well as personnel exchanges will be enhanced. Professional 
exchanges in military training, personnel training and peacekeeping will be deepened. Practical cooperation in the non-traditional security 
field will be expanded. The Chinese side will, as its ability permits, continue to provide assistance for the development of the army in 
Latin American and Caribbean countries. 

(2) Cooperation in Judicial and Police Affairs 

The Chinese side will steadily expand its cooperation with Latin American and Caribbean countries in judicial affairs, judicial assistance 
in criminal and civil matters and extradition in particular. Cooperation in information sharing, penalty enforcement and legal services will 
be strengthened. Concerted efforts in law enforcement involving the interior and police departments of relevant countries will be stepped 
up to jointly combat transnational organized crimes including drug crimes and economic crimes. Intelligence and technological exchanges 
will be strengthened, with bilateral and multilateral exchange mechanisms put in place, so as to share information on illegal immigration 
and improve the capacity for its prevention. 

(3) Non-traditional Security Issues 

The Chinese Government will further its exchanges and cooperation with Latin American and Caribbean countries on non-traditional 
security issues by increasing information sharing and personnel exchanges and explore effective ways to deepen cooperation on non-
traditional security issues such as combating terrorism, so as to jointly improve the capacity to respond to non-traditional security threats. 

V. China's Relations with Latin American and Caribbean Regional Organizations 

The Chinese Government appreciates the important role of Latin American and Caribbean regional and sub-regional organizations in 
safeguarding peace and stability in the region, and promoting regional solidarity, development and integration. It supports these 
organizations in exerting their influence in regional and international affairs. The Chinese side will continue to strengthen communication, 
consultation and cooperation with relevant organizations in various fields. 

 

Appendix II – “2012 White Paper on Energy Policy《中国的能源政策(2012)》白皮书”  

Source: State Council Information Office of the People’s Republic of China (October 
2012) http://www.scio.gov.cn/zxbd/wz/201210/t1233774.htm 
http://www.gov.cn/english/official/2012-10/24/content_2250497.htm  
 

Full Text: China's Energy Policy 2012  

 

The Information Office of the State Council, or China's cabinet, on Wednesday published the 2012 edition of white paper on the country's 
energy policy. 

Following is the full text: 

China's Energy Policy 2012 

Information Office of the State Council 

The People's Republic of China 

October 2012, Beijing 

http://www.scio.gov.cn/zxbd/wz/201210/t1233774.htm
http://www.gov.cn/english/official/2012-10/24/content_2250497.htm
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China Internet Information Center 

Home Page: http://www.china.org.cn 

E-mail: infornew@public.bta.net.cn 

 

China's Energy Policy 2012 

The People's Republic of China 

Preface 

I. Current Energy Development 

II. Policies and Goals of Energy Development 

III. All-round Promotion of Energy Conservation 

IV. Vigorously Developing New and Renewable Energy 

V. Promoting Clean Development of Fossil Energy 

VI. Improving Universal Energy Service 

VII. Accelerating Progress of Energy Technology 

VIII. Deepening Institutional Reform in the Energy Sector 

IX. Strengthening International Cooperation in Energy 

Conclusion 

Preface 

Energy is the material basis for the progress of human civilization and an indispensable basic condition for the development of modern 
society. It remains a major strategic issue for China as the country moves towards its goals of modernization and common prosperity for 
its people. 

Since China adopted the policy of reform and opening up in the late 1970s, its energy industry has made great advances. China is now the 
world's largest energy producer. It has built up a comprehensive energy supply system comprising coal, electricity, petroleum, natural gas, 
and new and renewable energy resources. Its universal energy service and civil energy use conditions have markedly improved. Its 
thriving energy industry provides a guarantee for the country to reduce poverty, improve the people's livelihood and maintain long-term, 
steady and rapid economic development. 

However, China's energy development still faces many challenges. The country's energy resource endowment is not high and its per-capita 
share of coal, petroleum and natural gas is low. Its energy consumption has grown too quickly in recent years, increasing the strain on 
energy supply. Fossil energy resources have been exploited on a large scale, causing a certain amount of damage to the eco-environment. 

To curb excessive consumption of energy resources and achieve the comprehensive, balanced and sustainable development of the 
economy, society and ecology, China keeps strengthening its efforts in energy conservation and emission reduction, and strives to raise the 
efficiency of energy utilization. As a result, energy consumption per unit of GDP has been decreasing year by year. China will continue to 
take the Scientific Outlook on Development as its guiding principle, and work hard to transform its development pattern, giving 

mailto:infornew@public.bta.net.cn
http://www.gov.cn/english/official/2012-10/24/content_2250497.htm
http://www.gov.cn/english/official/2012-10/24/content_2250497_2.htm
http://www.gov.cn/english/official/2012-10/24/content_2250497_3.htm
http://www.gov.cn/english/official/2012-10/24/content_2250497_4.htm
http://www.gov.cn/english/official/2012-10/24/content_2250497_5.htm
http://www.gov.cn/english/official/2012-10/24/content_2250497_6.htm
http://www.gov.cn/english/official/2012-10/24/content_2250497_7.htm
http://www.gov.cn/english/official/2012-10/24/content_2250497_8.htm
http://www.gov.cn/english/official/2012-10/24/content_2250497_9.htm
http://www.gov.cn/english/official/2012-10/24/content_2250497_10.htm
http://www.gov.cn/english/official/2012-10/24/content_2250497_11.htm
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prominence to building a resource-conserving and environment-friendly society. It relies on scientific, technological and system 
innovation to raise efficiency in all aspects of energy utilization, further develops new and renewable energy resources, and promotes the 
clean and efficient development and utilization of fossil energy resources. The country endeavors to build a modern energy industry which 
is secure, stable, economical and clean, in order to provide a solid guarantee for building a moderately prosperous society in all respects 
and make greater contributions to the world's economic development. 

I. Current Energy Development 

Since the reform and opening-up policy was introduced, China's energy industry has witnessed rapid growth, achieving comprehensive 
development of coal, electricity, petroleum, natural gas, and new and renewable energy resources, making important contributions to the 
long-term, steady and rapid growth of the national economy and the sustained improvement of living standards. 

-- Remarkable enhancement of energy supply capability and security. In 2011, the output of primary energy equaled 3.18 billion tons of 
standard coal, ranking first in the world. Of this, raw coal reached 3.52 billion tons; crude oil, 200 million tons; and refined oil products, 
270 million tons. The output of natural gas ballooned to 103.1 billion cu m. The installed electricity generating capacity reached 1.06 
billion kw, and the annual output of electricity was 4.7 trillion kwh. A comprehensive energy transportation system has developed rapidly. 
The length of oil pipelines totaled more than 70,000 km, and the natural gas trunk lines exceeded 40,000 km. Electric power grids were 
linked up throughout the country, and electricity transmission lines of 330 kv or more totaled 179,000 km. The first phase of the national 
petroleum reserve project was completed, and the country's emergency energy-supply capability keeps improving. 

-- Conspicuous achievements in energy conservation. China vigorously promotes energy conservation. During the 1981-2011 period, 
China's energy consumption increased by 5.82 percent annually, underpinning the 10 percent annual growth of the national economy. 
From 2006 to 2011, the energy consumption for every 10,000 yuan of GDP dropped by 20.7 percent, saving energy equivalent to 710 
million tons of standard coal. The state implemented a series of energy-saving renovations, such as of boilers, electrical machinery, 
buildings and installation of green lighting products. The gap between the overall energy consumption of China's high energy-consuming 
products and the advanced international level is narrowing. The energy utilization efficiency of new projects in the heavy and chemical 
industries, such as non-ferrous metals, building materials and petrochemicals, is up to the world's advanced level. The country has 
eliminated small thermal power units with a total generating capacity of 80 million kw, saving more than 60 million tons of raw coal 
annually. In 2011, coal consumption of thermal power supply per kwh was 37 grams of standard coal lower than in 2006, a decrease of 10 
percent. 

-- Rapid development in non-fossil energy. China has made energetic efforts in developing new and renewable energy resources. In 2011, 
the installed generating capacity of hydropower reached 230 million kw, ranking first in the world. Fifteen nuclear power generating units 
were put into operation, with a total installed capacity of 12.54 million kw. Another 26 units, still under construction, were designed with a 
total installed capacity of 29.24 million kw, leading the world. The installed generating capacity of wind power connected with the 
country's power grids reached 47 million kw, ranking top in the world. Photovoltaic power generation also reported speedy growth, with a 
total installed capacity of 3 million kw. Solar water heating covered a total area of 200 million sq m. The state also expedites the use of 
biogas, geothermal energy, tidal energy and other renewable energy resources. Non-fossil energy accounted for 8 percent of the total 
primary energy consumption, which means an annual reduction of more than 600 million tons of carbon dioxide (CO2) emission. 

-- Quick advance in science and technology. A fairly complete system of exploration and development technologies has taken shape in the 
petroleum and natural gas industry, with prospecting and development techniques in geologically complicated regions and the recovery 
ratio of oilfields leading the world. Oil drilling rigs that are capable of operating at a maximum water depth of 3,000 m have been built. 
China is now able to independently design and build oil refinery equipment, each set of which boasts an annual output of 10 million tons, 
and ethylene production plants, each of which has an annual output of one million tons. The country's direct coal liquefaction and coal-to-
olefins technologies, for which it owns independent intellectual property rights, have reached the world's advanced level and achieved new 
breakthroughs in technology. In addition, 60 percent of the country's coal mines have been mechanized, and mechanized underground 
mining equipment with an annual output of six million tons is installed nationwide. Electric power generating units featuring a large 
capacity and high parameters, including ultra-supercritical and air-cooled generators each with an installed capacity of one million kw, 
have been installed widely. The designing and manufacturing of 700,000-kw hydraulic turbine generators have reached the world's 
advanced level. China is now able to independently design and build one-million-kw pressurized water reactor nuclear power plants, and 
has made outstanding breakthroughs in the R&D of high-temperature gas-cooled reactors and fast reactors. Also, 3,000-kw wind power 
generators have been mass-produced and 6,000 kw wind power generators have come off the production line. The solar photovoltaic 
industry has formed a sound manufacturing chain, with an annual output of solar panels accounting for more than 40 percent of the world's 
total. China leads the world in extra-high-voltage DC/AC power transmission technology and manufacturing. 

-- Marked improvement in civil energy use conditions. The state actively promotes civil energy projects and works to enhance the overall 
level of energy service. Compared with 2006, the per-capita primary energy consumption in 2011 equaled 2.6 tons of standard coal a 31 
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