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Political Risk Advisory Briefing: Latin America 

Venezuela has a High risk rating of 5 

Bolivia has a Very Possible risk rating of 4 

Chile has a Possible risk rating of 3 

Peru has a Possible risk rating of 3 



Period of economic stagnation following end of global commodities boom 

The nine countries of Spanish-speaking South America (SSSA) – Argentina, Bolivia, Chile, 

Colombia, Ecuador, Paraguay, Peru, Uruguay and Venezuela – account for almost 3% of the 

global population and 2% of global GDP (including Portuguese-speaking Brazil, South 

America’s largest country by population and size of economy, the share of global population 

and GDP effectively doubles to circa 5.5% and 4.0% respectively). The SSSA group of 

countries account for 18% of total proven global oil reserves and almost 4% of gas reserves, 

with the vast majority located on the territory of Venezuela (17.5% of global oil and 3.2% of 

global gas reserves), whilst Argentina, Bolivia, Colombia, Ecuador and Peru all have some 

hydrocarbon reserves. The three largest economies of the group – Argentina, Colombia and 

Chile – combined represent approximately two thirds of SSSA’s total GDP. 

Since the end of the global commodities boom in 2014, almost all countries in Latin America 

have experienced economic stagnation. The preceding decade (2004-13) was one of 

generally strong growth on the back of surging commodity prices, resulting in a decline in 

poverty and expansion of the middle classes across the region. In three of the past six years, 

South America has experienced real GDP contraction and in the other three years it has 

experienced weak growth (averaging 0.5%). This is in part due to the impact of Venezuela’s 

economic collapse on the region’s economy, with the country experiencing a cumulative real 

GDP contraction of circa 65% since 2013, including a projected 35% contraction in 2019 (a 

depression of this magnitude is virtually unprecedented in peacetime).  

However, the performance of other regional economies has also been relatively weak. 

Argentina, the largest economy in the SSSA group of countries, has been in recession for the 

past two years and is only forecast to return to real growth in 2021 (based on IMF forecasts). 

Ecuador is projected to have GDP contraction of 0.5% in 2019 as its economy adjusts to lower 

oil prices. 

Average annual real GDP growth per capita since 2014 in countries such as Argentina, 

Ecuador and Chile have been a fraction of what it was during the preceding decade. Economic 

stagnation and government austerity measures across the continent have contributed to mass 

demonstrations and social unrest across the region, as prospects for upward economic 

mobility look increasingly remote. Insufficient investment in areas such as infrastructure and 

education during the boom years has, by and large, resulted in failure to diversify the 

economies of the region and make them more competitive. 



According to UN estimates, approximately one third of Latin Americans continue to live in 

poverty, whilst according to International Labour Organisation estimates, levels of 

unemployment and youth unemployment specifically remain high in a number of countries, in 

particular: Argentina (10% and 26.5% respectively), Colombia (9.2% and 19.2%), Uruguay 

(7.9% and 24.5%) and Chile (7.4% and 19.2%). 

Going forward, according to IMF forecasts, South America’s GDP is projected to grow at a 

modest average rate of 2.5% per annum in the period 2020-24.  

Aside from assessing the business environment below, we provide an overview of the main 

political crises and instances of social unrest in selected countries which have been a key 

feature of the political landscape of South America in 2019. Although these are not ‘the usual 

suspects’ when one might be considering business investment, there will be ripple effects that 

will be felt across the continent which cannot be ignored.  

Region scores poorly on reform of business environment, although better on 

corruption 

In the World Bank’s annual ‘Doing Business’ survey for 2020, which compares business 

regulations and ease of doing business in 190 economies, Latin America as a region performs 

poorly, with not a single economy ranking amongst the 50 best places to do business globally 

(not even the supposed BRIC powerhouse of Brazil) and not a single country ranking amongst 

the top improvers for the year. As a whole, Latin America lags behind other regions in terms 

of improvements to the business environment, with particular underperformance in the areas 

of resolving insolvency, protecting minority investors and paying taxes. 

Amongst the SSSA group of countries, the picture is fairly gloomy: only one of the nine 

countries ranks within the top one third of economies (Chile at 59th – top ranked of any Latin 

American country), whilst almost half the countries rank within the bottom third (Venezuela 

practically rock bottom at 188th, Bolivia at 150th, Ecuador at 129th and Argentina at 126th). 

Furthermore, the general trend over the past five years has been either toward stagnation or 

backsliding, including amongst the region’s stronger countries. The three strongest 

performers, Chile (ranked 59th), Colombia (67th) and Peru (76th) have all lost ground compared 

to their 2015 ranking, dropping 18, 33 and 41 places respectively.  

One would expect the current period of stagnation to prompt greater focus by governments 

on implementing reforms to improve the business environment.  



In the most recent Transparency International Corruption Perceptions Index (2018), which 

surveys 180 countries, the picture is more positive. The SSSA regional grouping’s average 

score of 40 (out of a maximum 100) puts it ahead of sub-Saharan Africa (average score of 

32), Eastern Europe & Central Asia (average score of 35) and just ahead of the Middle East 

& North Africa (average score of 39). There are two countries in the top (i.e. least corrupt) 50 

– Uruguay ranked 23rd and Chile ranked 27th – whilst there are three countries in the bottom

(i.e. most corrupt) 50: Venezuela ranked 168th, and Bolivia and Paraguay ranked equal 132nd. 

However, only one country has made material progress since 2015: Argentina, which climbed 

21 places to rank 85th.  

One of the most high-profile corruption scandals of recent years broke in 2014-15, involves 

Brazil-based construction conglomerate Odebrecht and was uncovered during Brazil's 

corruption probe into the state oil giant Petrobras. It transpired that not only had the 

conglomerate been paying huge bribes domestically, it had also paid more than US$400 

million in bribes outside Brazil to win contracts in countries including Argentina, Venezuela, 

Colombia, Peru and Ecuador. While there have been several high-profile imprisonments, a 

task force now stretching across ten countries and $2.1bn of fines paid to date, the Odebrecht 

scandal is an example of Latin American corruption in microcosm: embedded at the highest 

levels of business and politics, covering essentially the whole continent, and which continues 

to suppress the economic potential of the region for dishonest and selfish aims.  

Analysing average annual net inflows of foreign direct investment as a share of GDP since 

2000, there is some correlation between the quality of a country’s investment climate and the 

volume of FDI received, with Chile and Uruguay the recipients of the largest share of FDI-to-

GDP, averaging an impressive circa 7% and 4.5% respectively over the past two decades.  

Political crises and social unrest have been a prominent feature of 2019, with 

subsequent effects on the business environment  

Venezuela: In the context of the worst depression in Latin America’s modern history resulting 

from gross economic mismanagement and rampant corruption, opposition leader Juan Guaidó 

declared himself interim president of Venezuela at the start of 2019, accompanied by mass 

demonstrations across the country to demand regime change. However, demonstrations have 

failed to dislodge President Nicolás Maduro, who continues to enjoy the support of the 

country’s military and security apparatus.  



More than 4.5 million Venezuelans have fled the once-wealthy oil producer, with the majority 

settling in neighbouring countries, putting not only significant economic strain on already 

deprived communities, but causing political flare-ups as well, not least from Brazilian president 

Bolsonaro with his strongly negative views on immigrants and refugees of any kind.  

Bolivia: In Bolivia, former President Evo Morales (of the left-wing Movimiento al Socialism) 

had to resign and flee to Mexico following a controversial general election in October 2019, 

which would have given him an unprecedented fourth presidential term. Allegations of election 

fraud triggered violent confrontations between Morales’ supporters and opponents. He left the 

country after losing the support of the military – certainly something of a trend across Latin 

America. An interim government of the right-wing Movimiento Demócrata Social is now 

charged with holding fresh elections by mid-2020. However, there is no guarantee that this 

will solve anything. The constitutional court’s decision to strike out terms limits (as an 

‘infringement of human rights’ effectively still stands, raising concerns over the independence 

of the judicial branch of the separated powers, and once again it seems that nothing gets done 

without the implicit consent of the military.  

Chile: Viewed as one of Latin America’s major economic success stories, Chile descended 

into violent protests initially triggered by a fare hike on the Santiago metro system in October 

2019 but which has extended to cover the whole socio-economic situation, particularly the 

stagnating living standards and rising inequality which have both exacerbated over the past 

decade, with Chile now having more billionaires per capita than any other Latin American 

state. At its peak, up to one million people took part in protests in Santiago alone. The 

administration is seeking to assuage protesters’ concerns through a raft of measures including 

greater social spending commitments. But there is a growing sense that the only thing which 

will appease the protestors is a root-and-branch reform of the entire government, constitution 

and economic institutions – and Chile’s powerful elite are unlikely to accept a change to the 

status quo which will imperil their positions.  

Peru: Peru is experiencing fallout from a constitutional crisis, precipitated by President 

Martín Vizcarra’s decision to dissolve the opposition-controlled parliament in September 

2019. There is a growing anti-mining movement, concerned at the degree to which 

extraction will exacerbate pollution and decrease a standard of living, and the 

widespread corruption that Vizcarra dissolved parliament in an attempt to stymie, still 

remains.   



Conclusion: a hopeful future? 

Although the trigger in each country is different, the mixture of stagnating living standards, 

elevated levels of unemployment, weak institutions and ongoing corruption which are common 

to many countries in the region, certainly provide fertile ground for further social unrest 

and political instability during 2020. These provide challenges for the business 

environment, which must cope with widespread social, economic and political problems 

while attempting to remain ‘above the fray’ and to cope with what can be rapid changes 

in government, the economy and security.  

If there is an overarching theme of the current Latin American malaise, it is that a single issue 

can very quickly act as a springboard: the miniscule Chilean rise in fares that saw protests 

explode, or the Peruvian anti-corruption efforts that led to mass demonstrations over industrial 

and economic inequality. Businesses should therefore be prepared and take a widescreen 

view of cultural affairs: what can seem at first to be restricted to one ‘avenue’ can soon spiral 

to encompass an entire country, and nothing can be ignored. Given the gradual reduction in 

international interest in the assorted Latin American problems over the past months, it is to be 

hoped that the international business community, which relies upon Latin America just as 

much as it is itself relied upon, will play a major role in ensuring that all matters are resolved 

peacefully and equitably. Anything less, and a series of already difficult markets risk becoming 

too dangerous.  


