
China’s burgeoning economy is gaining it
unprecedented access to markets that can
fuel its further development. But China’s
accommodation of rogue regimes may in some
instances facilitate human rights abuses
abroad.

In the past several years, the dramatic rise of China as a global
economic powerhouse has been well-documented by interna-
tional media and experts, and at the multilateral level.2 As of
2004, China had the world’s third largest trade volume at
$1.15 trillion3 and also maintained its status as one of the
world’s largest recipients of Foreign Direct Investment (FDI),4

with new utilized investment of over $60.63 billion (up 13.3
percent from 2003) and a steady rise projected through
2005.5 Discussion of China’s integration into the global econ-
omy has centered primarily on its unprecedented growth in
inward investment as its potentially mammoth consumer
economy and seemingly endless supply of low-cost labor con-
tinues be a powerful magnet for foreign investors.6

The traffic is not just one-way, however, and a brief survey
of business headlines suffices to illustrate the breadth of Chi-
nese investment overseas.While encouraging private Chinese
businesses to invest abroad, the government itself has invested
considerable sums in countries ranging from Canada to Iran,
primarily through state-owned energy and telecommunica-
tions enterprises. Coupled with the multiplying bilateral trade
relationships that feed China’s growing hunger for natural
resources, outward investment is increasing China’s political
clout around the world.

China’s global integration is reflected in its escalating activi-
ties not only in the trade and investment spheres, but also in its
burgeoning military trade and humanitarian engagement in
many countries. In 2004, China had economic investments in
168 countries and regions, including many developing and
transitional countries in Asia,Africa and Latin America.7 Along-
side these investments, China provided not only humanitarian
assistance, but also weaponry and military equipment to coun-
tries in need of a powerful alliance.This is particularly true of
African, Middle Eastern and Latin American countries, where

investment and trade go hand-in-hand with China’s military
and humanitarian commitments.

This brief examines China’s escalating outward investments
and bilateral trade volumes8 with 16 countries, including the
top ten recipients of the largest accumulated amounts of Chi-
nese investment, as measured by FDI outflows from 1979 to
2002, and six additional countries of considerable political
and economic significance for China (see accompanying
map).Additionally, a brief discussion of key bilateral projects
and transactions in selected regions suggests deeper correla-
tions to China’s larger geopolitical agenda, while raising con-
cerns about its negative impact on human rights.

Why it matters 
With China’s highly effective geopolitical strategy amplifying
its influence around the world, close monitoring and assess-
ment is necessary to ensure that no adverse human rights
impact ensues. China is now able to provide investment, trade,
military and humanitarian assistance on a scale unprecedented
for a so-called developing country.While it is not unusual for a
country to use its economic power as leverage to fulfill politi-
cal objectives, China’s strategy raises a number of human
rights concerns.

For countries with poor human rights records, China’s
deals are tempting alternatives to the investment packages
offered by international financial institutions and other foreign
governments, which often require standards of transparency
and accountability. By offering investment and deals free of
such conditions,9 China gains significant access into develop-
ing markets with coveted natural resources.The powerful eco-
nomic and political alliances created through these
transactions thereby reinforce oppressive regimes, and under-
mine international, economic and human rights norms of
accountability.

Although China is hardly the first government to use its
economic, political and military power to strengthen its
geopolitical position, the size of its population and potential
economy raises the stakes for its people, the region and global
peace and security.

Combined with increased bilateral trade, a look at FDI out-
flow destinations reveals that China is active in almost every
region in the world except Antarctica, with substantial invest-
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ments in energy resources, focused on oil and natural gas
extraction. Following is a summary of key projects in selected
regions:

AFRICA. In 2004, trade volume between China and African
countries reached $29.462 billion, up by 58.9 percent over
2003.10 China currently has $3 billion dollars invested in
Sudan,11 with several deals this year including a successful bid
to build a $215 million oil terminal by China National Petro-
leum Corporation (CNPC),12 and a $100 million contract to
build a pipeline by Sinopec, China’s second largest oil pro-
ducer.13 Bilateral trade with Nigeria, which ranks as the largest
oil producer in Africa and sixth largest oil exporter in the
world, has grown to $2 billion.14 Significant deals in the past
year between the two countries included China’s largest state-
owned oil company, PetroChina International, signing a
renewable oil supply pact in July for about $800 million,15 and
the April purchase by Nigeria of a satellite and launching serv-
ice from China Aerospace Science and Technology Corp.16 In
2004, Sinopec and a Nigerian state-owned company agreed to
develop oil fields in the Niger Delta.17

On the African continent, China’s engagement has included
financial assistance in emergency aid, as well as more long-
term projects such as the construction of schools, urban water-
supply facilities, hospitals and other social welfare projects.18

In Sudan, for example, where its financial involvement led
China to obstruct UN resolutions on ethnic cleansing in Dar-

fur, China pledged an additional $400,000 to the African
Union in January for its aid operations in the country’s trou-
bled western region.19 China’s assistance to Africa continues to
expand in terms of the number of projects as well as in dollar
amount.According to China’s Ministry of Foreign Affairs,
China contributed financial assistance in 167 batches to 46
African states from the beginning of 2004 to May 2005.20

China is also increasingly involved in peacekeeping in
countries such as Liberia, the Democratic Republic of Congo
and Sudan, contributing more than 1,500 troops to UN oper-
ations in 2004.21 On July 20, a senior military official
announced that military exchanges and cooperation would
increase between Sudan and China.22 In 2004,Amnesty Inter-
national found that China was one of Sudan’s main suppliers of
arms, military planes, helicopters and other equipment used
regularly in air and land attacks against civilians in the North-
South conflict, as well as in Darfur.23 Military trade between
the China and Africa dates back to the 1950s, extending
through the cold war. Between 1955 and 1977, China sold
military equipment valued at $142 million to Africa;24 today,
its relationship with pariah regimes such as Zimbabwe and
Sudan continues through the construction of weapon facto-
ries, direct sales and technological cooperation.25

LATIN AMERICA. In this traditionally U.S.-dominated hemi-
sphere, China counts Brazil, Mexico, Chile,Argentina and
Panama as its top five trading partners,26 and ranks as Brazil’s

Chinese President Hu Jintao and Nigerian President Olusegun Obasanjo during a welcome ceremony at the Great Hall of the People in Beijing on April

14. Photo: Reuters
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number one overall trading customer.27 New agreements have
spurred Chinese involvement in Latin America since the start of
the 21st century. Bilateral trade with Chile, for example,
reached $5.4 billion in 2004, and there were 19 Chinese
enterprises in the country at the end of last year, with total
inward investments of $24.6 million.28 In addition to launch-
ing negotiations to establish a free trade area between the two
countries in 2005,29 China’s largest state-owned metal trading
company, Minmetals Corporation, signed a $550 million
agreement to cooperate on copper development, an investment
that is expected to reach $2 billion.30 While visiting Venezuela
in January of this year,Vice President Zeng Qinghong and
Venezuelan President Hugo Chavez signed 19 agreements that
included a letter of intent regarding Chinese investment in
Venezuela, as well as accords regarding the telecommunica-
tions network, and oil and gas extraction.31 In August 2005,
CNPC signed an initial agreement to partner in the develop-
ment of Venezuela’s Zumano oilfields, an investment project
that could total $56 billion dollars for Venezuela from 2006 to
2012, and provide 15 to 20 percent of China’s oil import
needs.32 China announced a $10 billion energy deal in Brazil
in November 2004.33The PRC is also exploring energy deals in
Ecuador, Bolivia, Peru, and Colombia, as well as offshore proj-
ects in Argentina. Cooperation in Latin America has also
included an offer by China to provide Venezuela with $700
million line of credit to construct housing in a contribution to
Chavez’s goal of reducing poverty.34

THE MIDDLE EAST. Chinese investments in Iran amounted to
$100 billion with the signing of a mega-pipeline deal in
2003–2004.This agreement is predicted to increase by another
$50 to $100 billion with the negotiation of another oil agree-
ment.35 At the end of last year, China rose in rank to Iran’s top
oil export market.36 China’s investments in Iran’s energy sector,
apart from the oil and natural gas delivery contracts, is in vio-
lation of the U.S. Iran-Libya Sanctions Act, which penalizes for-
eign companies for investing more than $20 million in either
of the two countries.37 In Iran, the PRC continues to contribute
aid for earthquake relief, providing supplies and materials as
well as millions of dollars in direct aid and credit.38 Iran has
been a recipient of Chinese military shipments since the mid-
1990s, including cruise missiles, long-range nuclear missiles
and chemical weapons technology.39 In 2002, the U.S. sanc-
tioned eight Chinese companies, maintaining that they had
sold biological and chemical weapons technology and equip-
ment to Iran.40

CENTRAL ASIA.The Atasu-Alashankou oil pipeline, running
3,140 kilometers from Kazakhstan to China, was planned in
the mid-1990s with an initial CNPC pledge of $9.5 billion,
and is set to be finished in December of this year.41The May
2004 agreement to link Kazakhstan’s Atasu and Alataw Pass to
China’s Xinjiang Uighur Autonomous Region will initially
allow the transport of 10 million tons of oil per year from
Alataw Pass to Xinjiang’s Dushanzi oil refinery through a 252-
kilometer extension costing $3 billion.42The pipeline may
possibly extend further west towards Uzbekistan, where

China is also expected to sign a separate $600 million oil joint
venture,43 and Turkmenistan, connecting to the pipeline grids
of Russia and Iran.44 In July 2005, bilateral trade between the
two countries was worth $4.5 billion, according to the foreign
ministries of both countries.45 With a 25.5 percent increase in
trade volume over the same period last year, China-Kazakh-
stan bilateral trade stood at $2.27 billion for the first five
months of 2005.46

EASTERN EUROPE.The geostrategic alliance between China
and Russia, who share a 4,300-kilometer-long border,
includes a trade volume that reached $10 billion in the first
five months of this year, up 29.7 percent from the same period
in 2004, a year that marked a record of $21.23 billion for
trade between the two nations.47 In June 2005, the PRC’s Min-
istry of Commerce announced that Russia is currently China’s
eighth biggest trading partner, and China is Russia’s fifth
largest trading partner.48This summer, the two countries
signed investment agreements totaling more than $2 billion
on top of several existing agreements for Russia to supply oil
and natural gas to China, including oil shipments reaching ten
million tons by the end of 2005.49 Sino-Russian rapproche-
ment has heightened in the last year and a half, particularly
since Premier Wen Jiabao’s visit to Russia in September 2004.
Joint military exercises this year marked the first large-scale
cooperation of this type between the two countries since
1958.50 Furthermore, Russia is China’s largest provider of mil-
itary equipment, with 2004 agreements over $2 billion.51

WESTERN COUNTRIES. China’s economic cooperation in nat-
ural resources is not limited to developing countries. In Octo-
ber 2002, China signed contracts worth $13.75 billion, the
most extensive in Australia’s history of business, including an
agreement with North West Shelf Venture to sell 3.3 million
tons of Liquefied natural gas (LNG) annually for a quarter of a
century.52 The creation of the Australia Gas Technology Partner-
ship Fund, worth $14 million, will further enhance Australia’s
energy relationship with China.53 Recently, China National
Overseas Oil Company (CNOOC), China’s third largest state-
owned oil company, was forced through political pressure from
the United States government to withdraw its highest acquisi-
tion offer of $18.5 billion for American-owned Unocal.54

. . .

As a politically powerful country with a robust economy, China
is able to provide investment, military and humanitarian assis-
tance to weaker states that depend on foreign investment, as
well as external assistance in military and infrastructure
growth. Furthermore, through its no-strings approach to aid
and investment, China gains substantial access to developing
markets that provide coveted natural resources.Although China
has in recent years attempted to demonstrate its commitment
as a responsible global leader,55 the investment choices it has
made indicate that energy security is a national priority that
rivals desire for political respectability.As a result, Chinese con-
tributions abroad in all its forms must be monitored to ensure
the primacy of human rights priorities.
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