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Does China’s business matter to South America?

• The imports from China by South American countries increased 

significantly in the last decade. 

• Observing the GTAP bilateral time series trade data, the share of imports 

from China by South America was 1.92% in 1995 and 17.10% in 2014.  

• The import share in 2014 was equivalent to:

o 21.84% in Chile, 

o 20.58% in Paraguay, 

o 19.03% in Peru,

o 18.38% in Uruguay, 

o 16.87% in Colombia, and 

o 16.37% in Brazil. 
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Does China’s business matter to South America?

• On one hand, from the consumers' perspective, it represents a benefit 

since there have been more low-cost goods available.

• On the other hand, from the producers' perspective, the import 

penetration has increased the competition and it has also led to a 

substitution effect in favor of Chinese goods.

• The main concern in South America is related to the indirect effects. 

• The Chinese goods compete with some export goods from South America, 

particularly those to developed countries. 

3

Introduction



Does China’s business matter to South America?

• Although competition exists, there is also a complementarity between the 

South American countries and Chinese economies in terms of their 

productive structure.

• The South American countries can take advantage of the expansion of 

China's market and of the increase of global production networks.
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Does China’s business matter to South America?

• This paper aims to explore the channels of interactions between China and 

South American countries.

• We explore the changes in the prices of China's traded goods through a 

global computable general equilibrium (GTAP) which considers some 

South American countries (Argentina, Bolivia, Brazil, Chile, Colombia, 

Ecuador, Paraguay, Peru, Uruguay, and Venezuela), China, and the Rest 

of the World. 

• This price shock is justifiable due to the size of China and its influence on 

world prices. 
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Does China’s business matter to South America?

• To explore the channels of interactions among China and South American 

countries, this study uses an applied general equilibrium analysis. 

• We use a global CGE model derived from the GTAP Data Base. 

• To capture the impact of China’s business upon South American countries, 

we consider a decrease in China's traded goods prices. 

• Our strategy is based on the idea that China currently has significant 

participation in the international market, the second-largest GDP in the 

world, and a solid exportation model, which gives the country an important 

price-forming status in the global foreign market. 

• Based on this assumption, we implement a shock at the market price of all 

Chinese commodities.
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Does China’s business matter to South America?

• The Global Trade Analysis Project Data Base, version 10 (GTAP-10), was 

used in this study. 

• To assess the systemic effects of the trade relationship among South 

American countries and China, we have used 2014 as the base year 

(reference year). 

• Furthermore, we have aggregated the database to consider the following 

spatial dimension: China (CHN), Argentina (ARG), Bolivia (BOL), Brazil 

(BRA), Chile (CHL), Colombia (COL), Ecuador (ECU), Paraguay (PRY), 

Peru (PRY), Uruguay (URY), Venezuela (VEN), and the Rest of the World 

(ROW).
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Does China’s business matter to South America?

• The rapid economic growth, the degree of openness, and the dimension of 

China's economy has led to a controversial discussion in the literature. 

• Thus, this paper has aimed to answer the following question:

Does China’s business matter to South America? 

o By the exercise proposed, it is possible to affirm that China’s business 

matters to South American countries. 

o We observe that there is an unbalanced relationship between China and 

South America and that China can compete with South American 

countries in a third country situation, mainly in the European Union and 

the United States.
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Does China’s business matter to South America?

Is China’s business good or not for South American countries? 

There are positive and negative effects. 

o Positive impacts were observed in terms of GDP, real consumption, and 

welfare in all countries. However, they are not balanced. 

o Furthermore, we can also highlight the importance of imports. For all 

South American countries, there is a positive variation in imports.
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