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Foreword

rom Mexico City to Manaus, the COVID-19 pan-

demic has ravaged communities throughout Latin

America and the Caribbean. In March 2020, families

in Guayaquil searched for coffins to bury their loved
ones. In April and May, Venezuelans who had fled the Maduro
dictatorship were forced to return home after having lost their
jobs in neighboring countries. As someone who has spent fif-
teen years in Congress advocating for the United States to
work more closely with our friends in Latin America and the
Caribbean, | was deeply saddened as this region became an
epicenter of the COVID-19 pandemic.

The pandemic’s impact on Latin America and the Caribbean
has exposed vulnerabilities particular to the region, such as
high levels of informality that made it difficult for govern-
ments to manage the disease’s spread, despite both public
closures and expanded testing efforts. Weak health systems
in many countries led to unequal access to essential health
services and disproportionate impact on more vulnerable
communities. Stay-at-home orders also exacerbated an epi-
demic within a pandemic—that of gender-based violence.
Calls to domestic violence hotlines skyrocketed and countries
like Mexico saw record-breaking femicides in 2020.

Some governments used the pandemic to curtail freedom of
expression or take advantage of emergency powers, which
accelerated the erosion of democratic norms and institutions
already underway in some countries. Economies throughout
the region shrunk, with the prospects for a full recovery
appearing to be several years, if not a decade, away. A recent
United Nations (UN) report concluded that in 2020, an addi-
tional 22 million people in the region plunged into poverty.
Nearly 60 million people fell out of the middle class.! While the
population of the region represents less than 9 percent of the
world’s population, Latin America and the Caribbean has had
over a quarter of the world’s deaths.?

Nearly a year later, there are reasons for cautious optimism.
Latin America and the Caribbean remains a region of

Representative Albio Sires, (D-NJ)

Chairman, Subcommittee on the Western
Hemisphere, Civilian Security, Migration
and International Economic Policy

House Foreign Affairs Committee

boundless economic potential. Its natural endowments offer
unparalleled opportunities to invest in a sustainable recovery.
Hemispheric trade and potential nearshoring could stimulate
investment, employment, the diversification of economies,
and regional integration. The pandemic certainly presents
a historic opportunity for the region to embrace a transfor-
mative agenda, but a long road ahead remains to repair the
damage this pandemic has caused. The United States, as a
hemispheric neighbor, has an important role to play in this
recovery.

As vaccine deployment begins, we must redouble our efforts
to ensure US assistance gets to those who need it most. We
need to work closely with our allies to advance an inclusive
recovery that reaches historically overlooked groups, includ-
ing indigenous and Afro-descendant populations.

| will be working with the Biden administration and my col-
leagues in Congress to ensure US assistance helps address
immediate needs such as vaccine procurement and deploy-
ment, emergency food insecurity, and poverty. But the admin-
istration should also prioritize long-term thinking on assis-
tance to the region that strengthens democratic institutions
and health systems, combats corruption, bolsters economies
to create more formal jobs, and ends the epidemic of violence
against women.

This publication comes at a critical moment to advance our
long-term thinking about how the United States can partner
with the region in its COVID-19 recovery. It highlights specific
short- and long-term actions that can be taken by the United
States to help achieve security, accelerate prosperity, and
strengthen democracy in Latin America and the Caribbean.
The United States has the opportunity to position itself as the
most important partner for its neighbors by supporting the
region’s sustainable and inclusive recovery. By working with
our hemispheric partners during this moment of great need,
the United States itself will be stronger, safer, and better posi-
tioned to lead this hemisphere into a post-pandemic future.
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| Executive Summary

he Americas have been hit harder by the COVID-

19 pandemic than any other region in the world,

accounting for nearly half of the 2.6 million global

deaths attributed to the disease as of early March
2021.3 The responses to the pandemic, including ongoing
school closures and the shutdown of millions of businesses,
have resulted in the largest global recession since the Great
Depression. Latin American and Caribbean economies were
hit hardest in 2020, with regional GDP contraction (-6.9 per-
cent) more than three percentage points higher than the
world average. Regional growth predictions for 2021 will be
insufficient to return to the pre-COVID-19 levels of economic
activity, lagging behind the rest of the world.*

Amid ongoing social and economic disruption, inequality in
the world’s most unequal region is on the rise. Millions are
falling into poverty, corruption is rampant, and disinformation
massively circulated. In the face of the pandemic’s multidi-
mensional impacts, greater international cooperation and
public-private partnerships (PPPs) are critical to combat the
global crisis. The United Nations, for example, long called for
“vaccine multilateralism” to ensure fair and equitable vaccine
distribution. By December 2020, more than fifty-seven
vaccine candidates were in clinical research, with several
front-runners resulting from international collaboration.®* The
COVID-19 Vaccines Global Access (COVAX) Facility, estab-
lished by the World Health Organization (WHO) in collabora-
tion with the Coalition for Epidemic Preparedness Innovations
(CEPI) and Gavi, the Vaccine Alliance, is another example of
a global cooperative effort to end the pandemic. As of the
time of writing, twenty countries in the Latin America and
the Caribbean region had begun to administer a COVID-19
vaccine.® While a critical step, vaccination, even if it were to be
efficiently administered across the population, will not solve
the problems brought on or magnified by the pandemic.

A Latin America and the Caribbean region that is secure, eco-
nomically prosperous, and democratic provides stability and
opportunities for the United States in its own hemisphere. This
is all the more essential in today’s chaotic and unpredictable
world. Thus, it is in the United States’ interest to be the partner
of choice for the hemisphere in its COVID-19 recovery.

The question is: How can and should the United States partner
with the region? To help Latin American and Caribbean
countries—and the rest of the developing world—secure a
vaccine, the United States, under US President Joseph R.
Biden, Jr., has joined the COVAX Facility, re-entered the WHO,
and can further promote PPPs between US companies and
countries in the region. In addition to securing equitable
vaccine access and distribution, however, Latin American and
Caribbean countries face a multitude of issues that have been
exacerbated by the pandemic: struggling healthcare systems,
lagging supply chain integration, escalating social tensions,
rising unemployment, increasing corruption, growing regional
nonalignment, a changing climate, and rising public debt
alongside weakened corporate and financial sectors. With
COVID-19, tourism has plummeted as well. The United States
and the Latin American and Caribbean countries can work
together to address these issues through a strategy that relies
on partnerships and helps to achieve inclusivity and resilience.

US strategic interests depend on a prosperous and demo-
cratic hemisphere. Likewise, much of Latin America’s aspi-
rations require a committed and open neighbor to the north.
With Biden, the United States will prioritize greater regional
cooperation, stronger partnerships, and a return to the
principles of multilateralism. This strategy paper outlines the
following concrete short- and long-term actions, or elements
of the strategy, that can be taken by the Biden administration
to foster prosperity in the region and ensure that the United
States is the partner of choice in the pandemic recovery.
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A Six-Point Plan to Help the Region Rebuild Stronger

STRATEGY ELEMENTS TOP RECOMMENDATIONS

Investing in Health

A Key to Regional
Prosperity

Build on rejoining the WHO to increasingly take a leadership position
in helping countries secure a vaccine and renew US-WHO scientific
collaboration.

Contribute to countries’ bilateral efforts to secure a vaccine by promoting PPPs
between US companies and countries in the region.

Partner with governments—through the US Centers for Disease Control and
Prevention (CDC)—to help strengthen the in-country logistics necessary for
expedient, fair, and equitable vaccine distribution.

Expand the mandate of the still relatively new US International
Development Finance Corporation (DFC) to direct increased invest-
ments to countries’ health sectors.

Increase US Agency for International Development (USAID) assistance in areas
such as research and development, disease surveillance, and rapid-response
capacity and align its efforts with those of US allies’ development agencies.

Economic Revitalization

Addressing
Corruption and
Building Resilience

Heed and amplify calls from the World Bank for debt sustainability
for select Latin American countries amid increased fiscal pressures
resulting from the COVID-19 pandemic.

Encourage the reopening of international borders and coordinated testing and
guarantine regimes, consistent with international recommendations outlined
in the International Civil Aviation Organization’s Council Aviation Recovery
Taskforce (CART) report.”

Expand DFC financing and equity investments by increasing the
overall share of financing directed toward the region.

Provide training and technical assistance regarding the adaptation of coun-
try-relevant components of the Foreign Corrupt Practices Act and the estab-
lishment or improvement of PPP frameworks.

Expand current anti-corruption efforts by directing new funding toward initia-
tives to strengthen judicial systems and improve public service regulation and
control mechanisms.

Allow DFC to issue paper in local currency and to finance local currency projects.

Work closely with the State Department’s Bureau of Educational and Cultural
Affairs to restart student exchange programs that provide a vital source of
peer-to-peer learning and understanding, and also facilitate in-country tourism.

Work with interested national governments to prioritize the expansion of US
Customs and Border Protection (CBP) preclearance points to airports in the
region that support critical tourism operations, with the Caribbean as a potential
starting point.
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The Future of Hemispheric

Commerce

|ntegrat|0n, Harness the financing of the Inter-American Development Bank (IDB)
|nfrastructure, and and the World Bank to leverage private and public investment in
Technology physical and digital infrastructure that reduces transport costs and

Climate Action

improves connectivity.

Work with the IDB and the World Bank to promote public-based loans to coun-
tries in exchange for the implementation of institutional reforms to improve the
investment climate and spur inclusive growth.

Extend Section 232 tariff exclusions to more countries in the region.

Advance a new, updated twenty-first-century version of the Free
Trade Area of the Americas agreement (FTAA) at the Ninth Summit
of the Americas, offering a new vision for the future of the Americas.

Prioritize the updating of the North American Plan for Animal and Pandemic
Influenza (NAPAPI), launched by then-US President Barack Obama.

Extend traveler preclearance to spur business travel to commmercial centers
across the region.

Help to convene and structure multicountry regional projects that would be
attractive to private sector investment.

Expand CBP Authorized Economic Operator (AEO) programs across the region.

Implementing
Commitments and
Integrating Policies

for development projects, making projects with high carbon impact

Work with multilateral banks to reform standards on new credits
MONTHS higher-risk and more costly for countries.

Strengthen regional collaboration on policies related to food, water, energy, and
preparedness for extreme events.

Conservation Act and condition trade agreements on countries’ com-

With rejoining the Paris Agreement, bring back the Tropical Forest
YEA . . o
mitments to meet their Paris climate targets.

Provide pathways for countries to increase contributions to global funds (i.e,,
Green Climate Fund), which, in turn, could help expand credit facilities and
guarantees for investments on climate-resilience interventions.

Support governments in the design and implementation of innovative solutions,
such as climate smart agriculture, anti-hunger grants, safety net programs for
small farm holders, and aid and insurance to farmers, especially in the face of
crop failures.

Provide technical assistance, facilitated by the State Department, to help coun-
tries minimize inefficiencies in resource management, such as through water
reuse and energy efficiency.

Provide financial and technical support to subnational entities, particularly to
cities, to access capital and resources to address urban communities’ climate
resilience in urbanized areas and slums.




Education

A Pillar for Growth
and Social Inclusion

Democracy and Governance

Working Together
to Strengthen
Institutions

COVID-19 RECOVERY IN LATIN AMERICA AND THE CARIBBEAN

7 6 ° | Promote a new wave of partnerships between US universities and
MONTHS| higher-learning institutions in the region.

Advance discussions on establishing a regional educational cooperation agree-
ment between the Americas so academic degrees and certificates are mutually
recognized across borders.

° 1 °| Provide economic incentives to US companies seeking to invest in
YEAR | Latin American and Caribbean education sectors.

Promote public-private alliances to accelerate the development of digital
platforms that enhance teaching and learning processes by applying lessons
learned during the pandemic.

Work through the State Department to prioritize anti-corruption
trainings that provide technical assistance to help judges, lawyers, and
prosecutors both better combat financial crimes, and, in the long run,
strengthen countries’ judicial branches.

Build bipartisan consensus in the US Congress in favor of sustainable long-
term assistance to support prosperity and development in the critical Northern
Triangle region with clear metrics of success.

Ensure that Venezuela and Nicaragua sanctions are designed to achieve an
ultimate end goal of a restoration of democratic institutions and a return to free
and fair elections while not resulting in additional suffering of the Venezuelan
and Nicaraguan people.

Support host country policies to aid Venezuelan migrants living across Latin
America and the Caribbean.

Provide renewed support to nonpartisan election observation in the
region, including through missions organized by the Organization of
American States (OAS).

Prioritize better alignment and greater coordination with European countries
and other allies to counter the influence of adversaries in the region.

Foster a broader and more important role for civil society to help advance gov-
ernment accountability, not only through aid and technical capacity building,
but also the political work of recognition and credit of civil society organizations,
especially those of traditionally discriminated minorities (i.e., Afro-descendant
and indigenous groups).
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A passenger wears a protective facemask on a subway after the first COVID-19 case was confirmed in Sao

Paulo, Brazil. February 28, 2020. (REUTERS/Amanda Perobelli)

Il One Year After the Region’s First
COVID-19 Case: Where Are We?

ince the COVID-19 outbreak, the Latin America and
the Caribbean region has had some of the highest
infection and death rates in the world. As of March 9,
the region had more than 22.3 million cases and over
700,000 deaths—around a fourth of the world’s total COVID-
19 deaths.® Despite a slowdown in new case and fatality rates in
early October, the region witnessed one of the strongest sus-
tained increases in infections and deaths in the final months
of 2020, with Argentina, Colombia, and Mexico each surpass-
ing one million cases between October 20 and November 15.°
According to the Pan American Health Organization (PAHO),
recurring waves and outbreaks of COVID-19 will continue to
affect the region, pending widespread vaccine deployment.©

Nearly thirty countries or territories in the Latin America and
the Caribbean region are registered to purchase vaccines
from the COVID-19 Vaccines Global Access (COVAX) Facility—
an initiative to develop and equally distribute a COVID-19
vaccine led by the Coalition for Epidemic Preparedness

Innovations (CEPI), the World Health Organization (WHO),
and Gavi, the Vaccine Alliance—and another ten are eligible
to receive them as donations." Nevertheless, the COVAX
Facility—subject to funding availability—will only guarantee
each country enough doses to vaccinate up to 20 percent of
their population, driving countries to engage in direct bilateral
negotiations with pharmaceutical companies from around the
world to secure additional doses and halt corruption in order
to utilize limited fiscal resources efficiently.

On December 24, 2020, in a historic feat, Chile, Costa Rica,
and Mexico became the first countries in the Latin America
and the Caribbean region to begin COVID-19 vaccinations—all
administered the Pfizer-BioNTech vaccine.” Less than two
weeks earlier, Mexico became the fourth country in the world
and first in the region to approve a COVID-19 vaccine for
emergency use. “We have the privilege of being one of the
first countries in the world to have access to the vaccine,” said
Martha Delgado, undersecretary for multilateral affairs and




Impact of COVID-19 on gross domestic product (GDP) growth
in selected countries in Latin America as of October 2020
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human rights at Mexico’s Ministry of Foreign Affairs. “It is a
historic day.” Meanwhile, Argentina’s regulators approved
Sputnik V, the COVID-19 vaccine developed by Russia’s
Gamaleya Institute, with the first vaccines administered on
December 29, putting Argentina in the company of Belarus
as the first countries outside Russia to administer the contro-
versial vaccine.®

Certainly, China and Russia’s presence in the Latin America
and the Caribbean region has grown further since the onset
of COVID-19. China alone has provided aid in the form of
medical supply donations and financial support with a $1
billion loan to be used toward vaccine access.” With several
vaccine trials taking place in the region, China is poised to be
one of the first distributors of the COVID-19 vaccine in the
Latin America and the Caribbean region.”® Russia has taken a
similar approach to vaccine diplomacy in an attempt to use
the pandemic to assert its global power. Beyond Argentina,
trials of the Sputnik-V vaccine are taking place in Brazil and
Venezuela, with Russia promising to provide needy countries
in the Western Hemisphere with its vaccines once approved.®

After years of slow growth and productivity—well below the
global average—the GDP for the entire Latin America and
the Caribbean region shrank by 6.9 percent in 2020 due
to COVID-19, according to the World Bank’s January 2021
forecast. A modest recovery of 4.1 percent is projected for
2021, but risks to the outlook remain tilted to the downside.
Unemployment reached 15 percent in 2020 (from 8 percent
in 2019), and more than a quarter of the population (up to
27.6 percent) fell into poverty ($5.50 poverty line), compared

Mexico
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to 22.5 percent in 2019. As many as thirty-two million people
became poor as a result of the crisis. The region will also
become more indebted because of the pandemic; it ended
2019 with a debt to GDP ratio of 66.4 percent, which is pro-
jected to increase to 74.4 percent by end of 2020.

Furthermore, the pandemic has accelerated and worsened
the region’s structural and pervasive inequalities; projections
in social indicators such as crime rates, school attendance,
gender gaps, and inequalities in access to health, connectivity,
and basic services are as dire.” The emergence of social pro-
tests across the region in late 2019 exposed long-repressed
sentiments among citizens in a diverse grouping of coun-
tries—from Chile and Colombia to Ecuador and Bolivia—with
regard to neoliberal economic policies, lack of social protec-
tions, and corruption, among other grievances. The economic
crisis caused by the pandemic in 2020 has only aggravated
and laid bare many governments’ structural weaknesses,
setting the stage for heightened instability and social unrest
in the months and years to come.’™®

The economic crisis has also dealt a severe shock to Latin
America’s labor force of which more than half work in the
informal economy.”” People forced to remain at home,
while facing high out-of-pocket healthcare expenses, rising
displacement and migration, high income inequality, and
a fragile healthcare system, have found themselves at an
extreme disadvantage. These inequalities are projected to set
back the Latin America and the Caribbean region by at least
another decade in its development, with an additional 231
million people estimated to be living in poverty by 2021.2° The
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formalization of Latin American and Caribbean economies
could benefit female entrepreneurs (who own the majority of
small and medium-sized enterprises in the region), broaden
tax bases, and eliminate loan sharks.

Authoritarian tendencies have resurfaced in recent years with
new threats to the press and deployments of military forces
in order to advance personal agendas. With the onset of the
COVID-19 pandemic, some leaders are utilizing postponed
elections and government containment measures to their
advantage to maximize their grip on power.?’ Corruption con-
tinues to be among the top impediments to regional advance-
ment with violent protests and social unrest questioning the
underlying fabric of democratic institutions. Certainly, the
pandemic has set a new standard for corruption in the region,
with reports of high-level government officials, such as those
in Panama and Bolivia, purchasing medical supplies at inflated
prices.” In Brazil, the home of Wilson Witzel, the governor of
the state of Rio de Janeiro, was raided by police as part of an
investigation—“Corona Jato”—into the embezzlement of $150
million in public funds to build a field hospital. #*

Despite the gloomy outlook, in some countries stimulus
packages have been effective and remittances have increased
after an initial decline. Fitch Ratings’ corporate credit indica-
tors forecast an improving economic and operating environ-
ment for most of the region in 2021.%* Brazil is projected to
have the region’s shallowest recession from the pandemic.?®
Peru and Chile have also instituted stimulus packages and
enjoyed investment-grade credit ratings. Remittances to

Latin America totaled nearly $100 billion in 2019.?6 In 2020,
while there was a notable decrease in remittances and an
overall prediction of a 20 percent decrease in remittances for
the region, several countries have bounced back as the US
economy recovered: by June, the Dominican Republic had
received 26 percent more remittances, Honduras received
15 percent more remittances, and El Salvador received 10
percent more remittances as compared to June 2019. %/

For its part, as of September 4, 2020, the Trump administra-
tion said it was providing $141 million in assistance to help
countries in the Latin America and the Caribbean region
respond to the pandemic, representing only 9 percent of US
global COVID-19 assistance.28 Amidst this underwhelming US
investment in the region, other global players, notably China,
have stepped up to support countries in the Latin America
and the Caribbean region. China’s $1 billion loan to the region
for vaccine access has furthered its status as a vital partner of
choice for developing countries facing the pandemic. Russia
has similarly targeted developing nations with vaccine trials
in exchange for supply deals for its state-produced Sputnik
V vaccine. The United States must play a bigger role in the
region’s COVID-19 recovery and position itself not just as any
partner, but as the most important one for the region.

Amidst underwhelming US investment in the
region, other global players, notably China, have
stepped up to support countries in the Latin

America and the Caribbean region.

10



COVID-19 RECOVERY IN LATIN AMERICA AND THE CARIBBEAN

11l Regional Recovery:
Why It’s a US Foreign Policy Priority

iven its geographic proximity and economic, politi-

cal, and security interests, the United States can and

should play an important role in the Latin America

and the Caribbean region’s COVID-19 recovery.
Long-term interests require that recovery from the multi-
dimensional effects of the pandemic be done with regional
countries working alongside the United States to build back
economies and institutions stronger and better positioned
for the following decades. The United States needs to make
up for time lost in 2020 and be at the forefront of partnering
with the region in this recovery; seizing this moment will be
critical in determining the extent to which the United States,
rather than other global powers, builds goodwill and influence
at this time of great need.

At the same time, a stronger hemisphere, with a recovery
facilitated by and in line with US interests, would shape new
opportunities for advancing US economic and security inter-
ests while helping to strengthen democracies. If such a role
is not seized by the United States it would create a regional
vacuum that will be filled by adversaries seeking to steer the
region in their realm of interest and influence.

With US leadership and diplomacy a priority for the Biden
administration, this is a critical moment to collaborate with
regional partners—as peers—to understand their concerns,
interests, and vision for long-term recovery. A regionwide
strategy would include deepening cooperation with gov-
ernments, civil society, the private sector, and academia to
reinforce the ideals of democracy and lay bare the weak-
nesses of anti-democratic leaders. But to do so effectively,
the United States must lead with these values at home to

achieve sustained impact abroad. Post-pandemic recovery
will be an opportunity to advance public-private partnerships
(PPPs) and US-Latin American private sector cooperation to
favorably position the region for long-term, equitable growth
and prosperity. Likewise, twenty-first-century transformations
in common areas of understanding, such as climate change
mitigation, clean energy technology, technological advances,
among others will be conducive to hemispheric interests and
prosperity.

Under Biden, US foreign policy toward Latin America and
the Caribbean promises a return to mutual respect, strong
partnerships, and multilateralism. With a renowned vision for
a democratic and stable hemisphere and increased US invest-
ment toward structural reforms, the United States can help
the region embark on a sustainable, resilient, and prosperous
trajectory. Biden has constantly expressed a commitment to
advancing countries’ economic development and stability as
well as to prioritizing human rights and climate action. With
a US president who understands and recognizes the region’s
importance like few of his predecessors—Biden visited the
region sixteen times as vice president, more than any other
in US history—Biden is well positioned to work closely and
collaboratively with allies and muiltilateral institutions to alle-
viate the pandemic’s damage to the region’s health systems,
economies, and societies overall. With renewed and strength-
ened alliances, the United States can join Europe and Japan
in together helping Latin America and the Caribbean build
back better.

1
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1V Goals of a Regional COVID-19
Recovery Strategy: Prosperity,
Security, and Democracy

t is in the best interests of the United States that the

Western Hemisphere is secure, prosperous, and demo-

cratic. These longstanding goals—drivers of this strategy

paper—are even more imperative today given the chaotic
nature of the world order. The global community is under-
going disruption in a multitude of ways, from a worldwide
health crisis and its resulting recession to new directions
in great-power competition. In shifting back to a policy of
mutual respect, partnerships, and collaboration, and with a
laser focus on being the partner of choice in the hemisphere’s
post-COVID-19 future, the United States will be able to help
the hemisphere emerge from the crisis stronger, more secure,
and with the region as a stronger ally.

At the broadest level, the goal of the United States should be
to: a) facilitate inclusive economic prosperity with free market
economies that spur development and are conducive to US
economic partnership; b) promote security so that the United
States and countries in the region can partner in confronting
transnational crime, illicit flows, and threats to the rule of
law; and c) revitalize democracy and good governance. The
region’s recovery provides a catalytic opportunity to leapfrog
development roadblocks and to, therefore, accelerate a more
positive trajectory for the Western Hemisphere. US interests
lie squarely in a safe and prosperous hemisphere.

As noted above, the COVID-19 crisis is projected to set back
Latin America and the Caribbean by at least another decade
in its development. The cost of inaction for the United States
could be critical, with reverberations in some countries includ-
ing inequality, instability, migration, corruption, authoritarian-
ism, social unrest, and loss of human capital. These are some
of the reasons why the United States should help to provide
momentum for Latin America and the Caribbean to build
back—in sectors from health to education—and emerge from
the crisis on a more strong, sustainable, and prosperous path.

In the long term, the United States should solidify its position
as the most important partner and ally for the Latin America
and the Caribbean region and continue to enable twen-
ty-first-century transformations in areas such as healthcare,

education, and climate action, while addressing longstanding
impediments to prosperity, such as corruption, that are not
conducive to US economic interests.

In the short term, the United States should be a greater
resource and partner at this moment of crisis and direct even
more assistance and private sector investment to the region.
Renewed relationships should have respect, democracy, and
human rights at their forefront. Aid and investment should be
directed at areas of mutual interest that also address the root
causes of poverty, inequality, and climate vulnerability.

This strategy seeks to achieve the following goals:

Increased Prosperity: Where Latin American and Caribbean
economies recover from the pandemic with a new, more
prosperous and inclusive economic trajectory; greater invest-
ment and stronger fiscal positions generate opportunities for
innovation, particularly in health and education, and poverty
alleviation; and free markets and interregional cooperation
create conducive environments to advance US economic
interests.

Improved Security: Where Latin American and Caribbean
countries are closer to the United States than to US rivals,
countries are capable of confronting a broad range of regional
and global challenges, and transnational crime and illicit flows
are curtailed.

Strengthened Democracies: Where respect for human rights
and democracy is maintained across the region, good gover-
nance is revitalized and democratic backsliding is halted, and
foreign actors’ efforts to undermine democracy are prevented
through strong US partnership.

To achieve these goals, the next section proposes a six-point
plan to help the region rebuild stronger.
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People wait to receive a dose of the AstraZeneca COVID-19 vaccine at the Municipal Gymnasium in Linares,
Mexico. February 17, 2021. (REUTERS/Daniel Becerril)

V A Six-Point Plan to Help the
Region Rebuild Stronger

his strategy paper outlines a “A Six-Point Plan to Help

the Region Rebuild Stronger” consisting of concrete

short and long-term actions that can be taken by

the Biden administration to foster prosperity in the
Latin America and the Caribbean region and ensure that the
United States—as opposed to China or Russia—is the partner
of choice in the region’s pandemic recovery. This plan was
conceived through private, nonpartisan consultations with a
distinguished group of policy makers, business leaders, and
civil society representatives from the United States as well as
from Latin America and the Caribbean. Contributors to these
discussions are acknowledged in the final section of this strat-
egy paper (Advisers).

There are many ways in which the United States can partner
with the region in its COVID-19 recovery, but this strategy
paper prioritizes the following six areas, which, collectively,
help to address both the crosscutting nature in which
COVID-19 has impacted the region and the ways in which
building back from the pandemic can be a catalyst for new
long-term growth: health, hemispheric commerce, economic

revitalization, climate change, education, and democracy,
governance, and stability. The following pages outline each
of these areas, including main challenges, key opportunities,
and concrete recommendations. These areas are by no means
the only ones in which the United States can partner with the
region in its COVID-19 recovery, but are intended to provide a
starting point for the Biden administration’s approach toward
the region.

The ideas presented below consider Biden’s long legacy
and commitment to the region. The policy suggestions also
acknowledge the president’s commitment to addressing
climate change, inclusive economic development, respect
for human rights, strong democratic institutions, and, impor-
tantly, corruption. “Under my presidency, the United States,
including our diplomats and law enforcement agencies,
will again lead on anti-corruption, as any effort to improve
conditions in the region must start with combating systemic
corruption and abuses of power,” then-candidate Biden told
Americas Quarterly in March 2020.%°
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n Investing in Health
A Key to Regional Prosperity

Challenges

s a global COVID-19 epicenter, several Latin American
and Caribbean countries are reeling from some of the

highest numbers of absolute and per capita COVID-
19 cases and deaths worldwide. Preexisting inequalities in
access to healthcare and connectivity have been deepened
by the pandemic. Pre-pandemic, the Pan-American Health
Organization (PAHO) warned that 30 percent of the popu-
lation in the Latin America and the Caribbean region (more
than 200 million people) did not have access to free health-
care. %° As of December 2019, public spending on health as a
percentage of GDP was estimated at 5 percent on average
throughout the region, below the 6 percent minimum recom-
mended by PAHO. ¥

Countries in the region face the COVID-19 pandemic amid a
shortage of healthcare resources and capacities, especially
in comparison to Organisation for Economic Co-operation
and Development (OECD) countries. Pre-pandemic, only 9.1
intensive care unit (ICU) beds existed per 100,000 people in
thirteen Latin American and Caribbean countries, much lower
than the OECD average of twelve.*? COVID-19 is also projected
to increase obesity and all forms of childhood malnutrition in
the region.** Simultaneously, patients with noncommunicable
diseases risk being neglected by overwhelmed healthcare
systems.**

In addition, Latin American and Caribbean countries are
reliant on extra-regional imports of medical products essential
for treating COVID-19, with “less than 4 percent of medical
products sourced within the region itself,” as reported by the
Economic Commission for Latin America and the Caribbean.*®
For example, the deployment of COVID-19 vaccines in the
Caribbean under the COVAX Facility is expected to get
underway in March, but it will only cover 20 percent of the
population and few Caribbean island nations have bilateral
agreements to deploy vaccines to the remaining 80 percent
of their population. Vaccine insecurity in the Caribbean stems
from the region’s structural debt—a lack of fiscal space limits
options.

Although Argentina, Brazil, and Mexico have each announced
plans to domestically produce a COVID-19 vaccine, all three
countries are relying on foreign-developed vaccines at first.*®
Foreign or domestic, and even with vaccine deployment
underway in some countries, longstanding distribution
hurdles will present a logistical challenge throughout the
region.

As of the end of 2020, Argentina, Chile, Costa Rica, and
Mexico had begun inoculations. Mexico’s five-stage vaccina-
tion plan began in December with health workers, followed
by Mexicans over the age of sixty. Brazil released a national
immunization plan committed to vaccinating fifty-one million
Brazilians by June 2021, but lagged behind others in the
region in approving a vaccine.’” With competing vaccines
being distributed or in the possible pipeline, health systems
are under intense pressure to overcome regulatory hurdles,

A healthcare worker stacks vials of the Pfizer/BioNTech COVID-19 vaccine at the Posta Central hospital in

Santiago, Chile. January 14, 2021. (REUTERS/Ivan Alvarado)
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A healthcare worker receives a dose of the Pfizer/BioNTech COVID-19 vaccine at the Guasmo Hospital in
Guayaquil, Ecuador. January 21, 2021. (REUTERS/Santiago Arcos)

secure the required doses, have the necessary syringes and
needles, and put in place a distribution plan that prioritizes
the most at-risk people. Meanwhile, geopolitics is at play
with Russia and China seeking to lead in vaccine distribution
to emerging economies, thus creating an urgent need for
renewed US leadership in the region’s healthcare ecosystem.

Opportunities

n the region’s recovery, increased investment in health

ecosystems, including infrastructure, will be vital. Because

Latin American and Caribbean governments are facing the
pandemic amid a strained fiscal environment, they must work
with and protect firms and workers to avoid bankruptcies and
unemployment. Multisector collaboration will also help to
ensure the production and distribution of essential products,
including medical supplies and medication. Amidst fiscal
deficits, governments are under pressure to secure private
and foreign investment aimed at both health infrastructure
and telemedicine.

Growth in telemedicine is a huge opportunity to address the
rural-urban healthcare divide. Investing in technology that
enables remote healthcare can also make higher quality
healthcare more affordable. In addition to addressing the
divide between the quality of urban and rural healthcare, tele-
medicine allows for receiving health services while maintaining

social distance, which can help mitigate the spread of COVID-
19 and other diseases.

Importing and trading a vaccine will be critically important
as most countries in the region are not yet able to locally
produce one. The United States can also assist countries in
developing distribution plans. While some countries, notably
the larger ones—Argentina, Brazil, Chile, and Mexico—have
released national vaccination plans, the United States could
provide technical assistance in distribution and deployment
logistics to smaller countries.*® Lastly, strengthening domestic
pharmaceutical capabilities will help to increase countries’
resilience to future crises.

US-produced COVID-19 vaccines show the highest efficacy
rates and yet no Latin American country is planning to roll
out these vaccines at scale for a majority of their citizens.
This can be explained, at least partially, by supply constraints.
While pharmaceutical companies from other regions, like
AstraZeneca, have secured tech transfers with Latin American
manufacturers with the support of their governments,
Moderna and Pfizer, both US pharmaceutical companies, con-
tinue to rely solely on their own production capacity, which
has not significantly expanded. Supporting the expansion of
these companies’ vaccine production will contribute to pro-
tecting the Americas from COVID-19 while bringing Western
Hemisphere nations closer together.
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Helping to accelerate twenty-first-century transformations
in the region’s healthcare ecosystems is in the best interest
of the United States and will also open the door for bilateral
and multilateral private sector cooperation and PPPs

throughout the hemisphere.

Recommendations

pandemic preparedness is vital to the entire hemisphere’s

security and prosperity, including that of the United States.
Failure to partner with the region’s health systems now
will further open the door for greater Chinese and Russian
influence.

I nvesting in the region’s health ecosystems and its future

In terms of access to COVID-19 treatments, the
United States can contribute to countries’ multilat-
eral and bilateral efforts to secure a vaccine. On the
multilateral front, the Biden administration has already reen-
tered the WHO, but it can go further by helping to strengthen
the organization’s capacities. The loss of US funding to the
WHO would have been catastrophic if permanent; the United
States contributed $893 million to the agency’s 2018-2019
budget and it still owes $60 million in outstanding membership
fees.* In addition to monetary contributions, by reentering the
WHO the United States will promote renewed US-WHO scien-
tific collaboration that is critical to advancing global health. In
order to further scientific collaboration and help secure and
distribute vaccines to middle and lower-income countries,
the United States, under Biden, has joined the COVAX Facility.
As mentioned above, several Latin American and Caribbean
countries have signed commitment agreements with the
COVAX Facility.

On the bilateral front, the United States can contribute to mul-
tistakeholder governance as outlined in the United Nations’
Sustainable Development Goal 17, as the COVID-19 crisis can
only be faced through strong partnerships and collaboration.
US pharmaceutical companies have signed supply agree-
ments with regional governments for their COVID-19 vaccine
candidates. Pfizer, for example, has signed agreements with
Argentina, Chile, Ecuador, Mexico, and Peru to guarantee
millions of doses of its vaccine developed with German bio-
technology company BioNTech.“° In order to galvanize the
strong international cooperation needed to recover from the
pandemic, the Biden administration can further enable PPPs
between US companies and countries in the region.

As mentioned above, countries across the region have begun
readying vaccine distribution plans, even before approving
vaccines. In the near term, the US Agency for International

Development (USAID) should provide support to Latin
American countries related to rolling out COVID-19 vaccina-
tion plans and responding to COVID-19. USAID has supported
Latin American countries for several decades to help contain
infectious diseases like AIDS and Zika, among others. COVID-
19 is the biggest infectious disease challenge that Latin
America faces at the moment, taking more lives than several
important chronic diseases in the region, such as cancer or
even diabetes.

Technical experts from the US Centers for Disease Control
and Prevention (CDC) can also assist countries that have
not yet developed distribution plans to ensure vaccines are
distributed in a fair, ethical, and transparent way. The CDC
partners with foreign governments and ministers of health
to strengthen public health services and ensure the world is
better prepared to face global health threats. From helping
to establish a meningitis immunization campaign in Burkina
Faso to strengthening pandemic response in the face of the
Ebola outbreak in Uganda, the CDC was a great resource
to help strengthen in-country logistic sufficiency necessary
for fair and equitable vaccine distribution. Lastly, the United
States is preparing a comprehensive logistics and data
analytic effort where CDC’s V-SAFE program, a new smart-
phone-based after-vaccination health checker for people who
receive COVID-19 vaccines, could be analyzed and replicated
in the Latin America and the Caribbean region with USAID’s
cooperation.

The Biden administration should take concrete
steps to strengthen health ecosystems and create
a region more resilient to future crises by, among
other things, expanding the mandate of the still relatively new
US International Development Finance Corporation (DFC).
Currently, DFC partners with the private sector to finance
projects across the globe in various sectors, including energy,
critical infrastructure, healthcare, and technology. Increased
investments should broaden the definition of critical infra-
structure (roads, ports, transmission lines, power plants, etc.)
to include health infrastructure, disease surveillance systems,
emergency operations centers, and countries’ domestic
research and development to strengthen domestic prepared-
ness capacities for health emergencies. The US Congress
can broaden the DFC’s mandate through the passage of a
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bill that would succeed the BUILD Act, which received broad
bipartisan support and was signed into law in October 2018.

The United States should also strengthen the region’s health
systems, future pandemic preparedness, and, consequently,
its self-reliance, by increasing USAID assistance in areas such
as research and development, disease surveillance, and rap-
id-response capacity. Increasing assistance in these areas will
also help to encourage the transfer of research and develop-
ment (R&D) from the United States to the region. At this time,
the capacity of Latin American and Caribbean countries to
promote domestic R&D is, and will continue to be, limited due
to the burden of COVID-19 on countries’ health ecosystems.
Thus, it remains more important for collaboration to transfer
research developed in the United States to the region.

Helping to accelerate twenty-first-century transformations in
the region’s healthcare ecosystems is in the best interest of
the United States and will also open the door for bilateral and
multilateral private sector cooperation and PPPs throughout
the hemisphere. USAID assistance can also be better lev-
eraged by aligning it to the region with other development
agencies’ efforts, such as those by the United Kingdom'’s
Foreign, Commonwealth, and Development Office (FCDO).
Through increased and allies-based assistance to Latin
American and Caribbean countries, and additional resources
directed to the abovementioned areas, USAID can further
strengthen local capacities and foster stability and prosperity.

Globally, the Biden administration should also help keep the
impacts of the pandemic at the top of the agenda by not only
resetting US relations with the WHO, but also ensuring the
pandemic is the focus of regional cooperation and policy
discussions at the Ninth Summit of the Americas to be hosted
by the United States and likely held later this year.

Economic Revitalization

Addressing Corruption and
Building Resilience

Challenges

ccording to the United Nations Conference on Trade
and Development (UNCTAD), the Latin America and

the Caribbean region’s economies are undergoing sig-
nificant shocks as a result of the slowdown in global demand,
particularly among their trade partners (notably China and
the United States). COVID-19 has altered the risk appetite of
investors and the risk profile of the region as the pandemic
accelerates negative trends in rule of law and corruption.

Adequately responding to the COVID-19 pandemic will
require 10 percent of the region’s GDP, “including spending
measures such as income transfers, credit provision, gov-
ernment guarantees, and tax reductions.” Latin America
entered the COVID-19 shock with a significantly weaker
fiscal position than in the Global Financial Crisis. While some
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Corruption perception index in Latin America
and the Caribbean in 2020, by country.
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Latin American and Caribbean nations have had a significant reduction in tourism
amid COVID-19 travel restrictions. (Unsplash/Erik Gazi)

countries like Brazil, Chile, and Peru implemented relief pack-
ages of nearly 6 percent to 9 percent of GDP, others were
unable to offer public support.*> Across the region, central
government debt is expected to increase by 9.3 percent to
reach 55.3 percent of regional GDP, the highest levels in the
last twenty years.** This could potentially generate a liquid-
ity crisis and place additional pressure on public accounts,
especially as countries work to service these debts. Higher
debt-to-GDP ratios could also have negative implications for
investment as investors often look at this ratio as an important
metric of financial well-being.

Social tensions are also likely to increase as governments
enact tax reforms and reduce spending to decrease debt
levels. In October, Costa Rican protesters blocked roads and
highways in response to a proposed $1.75 billion loan agree-
ment with the International Monetary Fund (IMF) which would
have led to increased taxes, among other measures.

In 2019, foreign direct investment (FDI) in Latin America
increased by 10 percent to $164 billion. However, FDI is
expected to have halved in 2020 as a result of the pandemic.
Given the challenging global outlook, it is imperative that
Latin America address underlying structural issues that
have historically stunted investment, including high levels
of corruption, bureaucracy, and complex regulatory and
tax systems, as well as sectors with dominant players and
restricted competition.

The cost of corruption is astounding. In El Salvador, two
former presidents—Antonio Saca and Mauricio Funes—were
convicted in the past few years of embezzling more than
$650 million. Over the course of fifteen years, the Brazilian
engineering conglomerate Odebrecht, which changed its
name to Novonor in December, paid almost $800 billion
in bribes across the region.** In Colombia and Peru, for
example, corruption is equivalent to almost 10 percent of
the national budget; while in Mexico, corruption is estimated
to be anywhere from $26 billion to $130 billion.*> While US
foreign assistance to the region amounted to $1.7 billion in
FY 2020, excluding additional COVID-19 support, it pales in
comparison to the billions of dollars lost to corruption in the
region.*® Corruption remains a driver of poverty, migration,
violence, and emboldens inequality. It also serves to erode the
legitimacy of governments and institutions.

Anti-corruption initiatives throughout the region faced sig-
nificant setbacks during 2020, especially in El Salvador, in
Honduras and Guatemala where governing authorities ended
anti-corruption commissions, and in Peru where Congress
blocked anti-corruption reforms led by the presidency.
Additionally, COVID-19-related procurement corruption
surged across the region. In Bolivia, Health Minister Marcelo
Navajas was arrested in May after it was revealed that he
entered into a contract to buy ventilators at double the price.
In Brazil, a court approved an investigation of Health Minister
Eduardo Pazuello’s handling of the COVID-19 crisis and Witzel,
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the governor of the state of Rio de Janeiro, was suspended
from office for his alleged role in a multipronged kickback
scheme that included elevated costs for the construction of
field hospitals.

Private sector investment is needed now more than ever in the
region. That can (and ideally should) happen alongside the
DFC, the Inter-American Development Bank (IDB), and the
World Bank. However, these financial institutions are limited in
the amount of support they can provide due to resource and
time constraints (with an infrastructure project assessment
lasting, on average, nine months), capacity, and the lack of
bankability of project structures needed in the region.

Globally, the tourism industry, upon which so many countries
are dependent, has been disproportionally impacted by the
COVID-19 pandemic, with global GDP losses projected at
$3.4 trillion.”” As the pandemic reached the region and an
increasing number of countries closed their borders in March
2020, tourism was one of the first and hardest hit sectors.
The reverberations were most acutely felt in the Caribbean,
where, according to the IDB’s Tourism Dependency Index,
five countries—Aruba (#1), Antigua and Barbuda (#4),
the Bahamas (#5), St. Lucia (#6), and Dominica (#9)—are
among the world’s ten most tourism dependent.*® Beyond
the Caribbean, as the IMF notes, tourism to Mexico, which
has been significantly curtailed as a result of the pandemic,
represents about 16 percent of both economic output and
employment. Closed airspace, travel restrictions, and unco-
ordinated testing and quarantine protocols have exacerbated
the challenges confronting the region’s airlines. By the end
of May 2020, the number of flights throughout the region
had plummeted by 93 percent, generating an estimated loss
of $18 billion, according to the International Air Transport
Association (IATA). #° With tourism worldwide not expected
to return to pre-pandemic levels until 2023, building back
better throughout the hemisphere will be advanced with a
revitalization of the tourism industry.

Opportunities

lthough China has provided more than $141 billion
Ain loan commitments to the Latin America and the

Caribbean region since 2005, the United States has
made promising advances to increase lending to the region,
including through the DFC which approved nearly $2.1 billion
in funding for the region in 2020, as of September 2020.%°
As part of that, a significant increase in the amount of equity
authority provided to the DFC is essential to support proj-
ects that are not yet ready for debt, in important sectors
such as technology or healthcare. With only $150 million in
equity authority in year one, DFC equity is insufficient to put
into critical and strategic projects like China does (such as
infrastructure) as well as insufficient to meaningfully spread
capital around important sectors like tech and healthcare that
aren’t at a point to take on loans.

There have also been important initial discussions among
US members of Congress to provide a capital increase for
the IDB, the largest provider of development funding for the
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region. The Biden administration should work with Congress
to push forward a bill to potentially increase the IDB’s annual
lending capacity to $20 billion with guidelines included on the
direction and types of projects that would merit US support
as part of this new funding. Likewise, the United States should
influence the World Bank to ensure that a share of lending
to the Latin America and the Caribbean region is protected
[$10 billion today, $15 billion if the International Finance
Corporation (IFC) is included].

To increase private sector investment in the region, the United
States can help accelerate the establishment of PPP frame-
works and rule-of-law/legal frameworks; it can also promote
and facilitate US companies to invest in the region.

Supporting the region’s economic growth by mobilizing
investment and strengthening the rule of law will translate
into a more secure and prosperous United States. Biden has
prioritized tackling corruption as part of his regional agenda,
as outlined in “The Biden Plan to Build Security and Prosperity
in Partnership with the People of Central America” and in his
February 2 executive order on addressing the root causes
of migration. With anti-corruption measures comprising a
significant component of Biden’s regional plan, countries
keen on improving transparency will have support in the
White House to overcome domestic barriers. At the same
time, the bipartisan US Senate bill introduced by US Sen.
Bob Menendez (D-NJ) in the last Congress titled, Advancing
Competitiveness, Transparency, and Security in the Americas
Act of 2020, exhibits the critical congressional momentum
to addressing economic development, the rule of law, and
corrupt practices, among other issues. In addition, the United
States-Northern Triangle Enhanced Engagement Act (H.R.
2615), passed in December 2020, includes viable recommen-
dations aimed at the US government for cracking down on
corruption in the Northern Triangle. It mandates the creation
of the “Engel List,” which is based on the broadly useful
concept of publicly identifying and taking visas away from
corrupt officials.

Post-pandemic, tourism will be a key driver for the Latin
America and the Caribbean region’s recovery. Some coun-
tries have already begun taking measures to mitigate the
economic and social impacts of the pandemic on tourism and
prepare the sector for recovery. Several of the region’s iconic
export sectors rely heavily on air cargo to access overseas
markets, and have suffered disproportionately during the
pandemic. Restoring reliable air connectivity will also help
drive these iconic export sectors.”’ With telework becoming
ever prevalent, Caribbean-island nations could attract “talent”
immigration and “telework” tourism in the post-pandemic
future. In July, Barbados opened applications for its 12 Month
Barbados Welcome Stamp, a “telework” visa allowing people
to work remotely in the island country for a maximum of
twelve months.>? With tourism accounting for 12 percent of
Barbados’ GDP and 40 percent of its economic activity, the
program is a win-win for visitors and the country alike, and
offers the opportunity to be replicated across the region.>*
“Our new 12-month Barbados Welcome Stamp is a visa that
allows you to relocate and work from one of the world’s most
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beloved tourism destinations,” Barbadian Prime Minister Mia
Mottley said of the program.>* Antigua and Barbuda followed
suit in September with the launch of the Nomad Digital
Residence program that allows workers to live there for up
to two years.>® Caribbean island nations and other countries
in the region could also benefit from an expansion of the US
Customs and Border Protection (CBP) preclearance points.

Recommendations

reater investment in the region and stronger fiscal posi-
G tions among Latin American economies are fundamen-

tal to generating new opportunities for interregional
collaboration and innovation and prosperity.

To address the region’s growing debt burden, the
United States should heed and amplify calls from
the World Bank for debt restructuring for select
Latin American countries amid increased fiscal pressures
resulting from the pandemic.*® Similarly, the United States
should also work through international financial institutions
to expand lending capacities, especially for countries with
historically responsible fiscal and monetary policies, and
encourage countries to reprogram debt payments.

The Biden administration can support regional economic
recovery by encouraging the reopening of international
borders and coordinated testing and quarantine regimes.
These practices should be consistent with recommmendations
outlined in the International Civil Aviation Organization’s
Council Aviation Recovery Taskforce (CART) report.>’ By
harmonizing cross-border risk mitigation strategies through-
out the region, countries will be able to open public health
corridors and stimulate the return of air travel.

As the world is experiencing the worst economic
dip since the Great Depression, the United States
should promote sufficient investments in post-pan-
demic economic recovery across the Americas. While gov-
ernment investment levels for recovery surpass 20 percent
in many countries, a large number of Latin American nations
are planning to invest barely 10 percent of GDP in stimulus
incentives. A notable example is Mexico, where stimulus plans
do not amount to even 3 percent of GDP. Without robust
stimulus plans, unemployment and poverty will continue to be
on the rise in countries across the region. These conditions are
significant drivers of migration to the United States.

To foster increased investment, the Biden administration has
an historic opportunity to expand DFC financing and equity
investments in the region by increasing the overall share of
financing directed toward the region, while, as outlined in
the bipartisan Menendez bill, supporting an amendment of
the BUILD Act to permit the Caribbean’s twelve countries,
excluding Cuba, to access DFC financing. The United States
should also provide additional financial support for US

businesses operating in the region through the Export-Import
Bank and create a custom portal for businesses to identify
opportunities for nearshoring through the International Trade
Administration.

The United States should also assist the region in the estab-
lishment of PPP and legal frameworks, which, in turn, can
result in further investment. To establish PPP frameworks,
US embassies and agencies can help identify subject matter
experts to work with local governments to structure PPPs
appropriately. Agencies can bid out the structuring to firms
that lead in this space, because they speak the language
that investors speak and can develop the right structures.
US agencies, development finance institutions (DFls), and
US private firms cannot participate in projects that are not
structured appropriately, so several deals are lost to China. By
2015, Latin America became the fastest growing region for
Chinese overseas conventional contracted projects.>® China, in
particular, is investing in sectors such as food and agriculture
where US firms are absent.

PPP and legal frameworks take years to develop. In the mean-
time, the Biden administration should consider providing
credit support and/or insurance to certain countries to attract
private sector investment in a meaningful way. Right now,
the DFC provides political risk insurance, but that does not
include credit support that would be needed to meaningfully
attract investment. The Biden administration should consider
providing a full backstop to attract meaningful investment
in the region while countries in the region develop all the
frameworks.

In addition to credit insurance, true, local currency lending
and investment can provide much-needed local capital. While
the DFC is authorized to lend in local currencies, its funding
mechanisms do not allow it to do so cost effectively. Today,
the US Department of the Treasury does not allow the DFC
to issue paper in local currency (or the US government to do
so on behalf of the DFC). In contrast, the IFC and the IDB are
able to issue paper in local currency—clearly more efficient
from a cost perspective. As a result, the DFC’s cost can be
up to 15 percent higher due to the way the swaps have to be
structured, which eliminates swaps from being able to finance
local currency projects that have strong merit.

Importantly, the Biden administration will prioritize the rule of
law and anti-corruption efforts. Corruption stunts socioeco-
nomic growth, with its toll most acutely felt by those to whom
it causes the greatest harm. The Biden administration, working
through the State Department and efforts already underway
by its Bureau of International Narcotics and Law Enforcement
Affairs and the Bureau of Economic and Business Affairs, can
vastly expand current anticorruption efforts by directing new
funding toward initiatives to strengthen judicial systems and
improve public service regulation and control mechanisms,
including improving oversight and audit capabilities. The
United States cannot continue to pile on accusations of cor-
ruption without beefing up capabilities in the region’s court
systems.

The United States also has an opportunity to work with willing
partners, as noted in the Menendez bill, to provide training

20



COVID-19 RECOVERY IN LATIN AMERICA AND THE CARIBBEAN

Operators work at a wire harness and cable manufacturing plant in Ciudad Juarez, Mexico, as the COVID-19 pandemic devastates the
global economy and disrupts supply chains. March 11, 2020. (REUTERS/Jose Luis Gonzalez)

and technical assistance regarding the adaptation of coun-
try-relevant components of the Foreign Corrupt Practices Act.
Partner countries could be fast-tracked to receive expedited
consideration for additional US financial assistance.

A Biden presidency promises a return to multilateralism,
globalization, and working with friends and allies across the
globe, which could help restore the international tourism
market. Positive reverberations could be felt across the
hemisphere; as vice president, Biden promised to cut wait
times for tourist visas for Brazilians to facilitate a better
exchange of ideas and technology. Hence, bringing the return
of tourism between the United States and the region can
provide financial, technological, and diplomatic benefits to
all parties involved. The State Department, with its Bureau
of Educational and Cultural Affairs as a resource, can also
work closely with academic institutions to restart student
exchange programs as quickly and as safely as possible. These
programs provide a vital source of peer-to-peer learning and
understanding, but also facilitate in-country tourism—both in
the United States and in the region.

In addition, in the lead up to travel picking up again, the
Biden administration should work with interested national
governments to prioritize the expansion of CBP preclearance
points to airports in the region that support critical tourism
operations, with the Caribbean as a potential starting point.

In September 2020, CBP announced an expansion of pre-
clearance with airports invited to submit applications for
consideration. Expediting preclearance airport designations
in the region is also a win for US business given the nearly nine
million Latin American and Caribbean travelers who visit the
United States annually.

B The Future of Hemispheric Commerce

Integration, Infrastructure,
and Technology

Challenges

T he COVID-19 pandemic has revealed the fragility of the
modern supply chain. “One likely consequence is that
global firms will further diversify their supply chains,
instead of heavily relying on China,” according to a study
by the World Economic Forum.*® Manufacturing hubs in the
region, particularly Mexico, could benefit from that shift. But
various issues need to be addressed to unlock the region’s full
nearshoring potential, including a lack of private investment,
technical capacities, certainty in rule of law, and corruption. A

21



COVID-19 RECOVERY IN LATIN AMERICA AND THE CARIBBEAN

likely cooling of trade tensions between the United States and
China may also affect the shift to nearshoring. As commercial
ties between the two nations are reestablished, globaliza-
tion may persist over the nearshoring or reshoring of supply
chains.

Better infrastructure (both physical and digital) is critical for
the region’s development: for example, the region invests
around 3 percent of GDP in infrastructure, compared to 8
percent in East Asia.®®© On the US-Mexico front, a lack of
alignment early on in the pandemic on what is an essential
business, as well as different stay-at-home orders across the
region, have caused deep reverberations in supply chains. For
example, Mexico ordered manufacturing plants that supply
critical components to businesses considered essential in
the United States to close. Better coordination would have
prevented such supply chain disruptions.

Opportunities

ow more than ever, the United States has the oppor-
N tunity to reset and reshape hemispheric trade and

investment policy. The United States has free trade
agreements with twelve countries in the Latin America and
the Caribbean region—more than in any other region of the
world.®" Further harmonization of current FTAs and more
attractive regulation and taxation regimes in the region will
help entice foreign firms. But rules and regulations need to be
more flexible and resilient.

The McKinsey Global Institute has identified $4.5 trillion of
potential nearshore opportunities in the next five years.®? The
United States’ second-largest trade partner, Mexico remains
a top nearshoring choice for US or US-oriented firms. ¢ The
US-Mexico-Canada Agreement (USMCA), which updates
several of the provisions of the North American Free Trade
Agreement (NAFTA), will further bolster North American
integration and US-Mexico cooperation.

Colombia is, likewise, poised to benefit.** “Prior to the pan-
demic, Colombia’s economy was already oriented toward
nearshoring opportunities,’®> including success in attracting
companies that outsource business processes, such as
French call center giant Teleperformance and Amazon, which
together are looking to hire more than 12,000 employees to
support their customer services across Latin America. Despite
the pandemic, by the end of 2020, the business process
outsourcing (BPO) industry in Colombia had created 25,000
new jobs.®® However, gaps in Colombia’s manufacturing and
technological capabilities remain a challenge. And in the
Caribbean, where the BPO sector has become competitive
in recent years, nearshoring presents tremendous oppor-
tunities to develop investment, stimulate employment, and
diversify economies. The Caribbean’s BPO industry grew by
17 percent from 2010 to 2015 and by 2019 its workforce neared
one hundred thousand employees.®” To attract global service
investments, the Caribbean will need to invest in Internet
infrastructure and broader technological capabilities.

The nature of supply chains is evolving as environmental,
social, and governance (ESG) factors are increasingly incor-
porated into the supplier selection process and related scopes
of work. This “race to the top” emphasizes how supply chains
can complement the Biden administration’s domestic ESG
efforts, while favorably positioning US companies relative
to other competitors that are not actively addressing these
issues.

Recommendations

isruptions to hemispheric supply chains can produce
D reverberations in the US economy as well as that of

Latin American and Caribbean countries. Now more
than ever, it will be critical for the Biden administration to
work alongside allies in the region to increase the resilience of
supply chains as the region looks to be better prepared for the
next shock. A greater focus on integration, infrastructure, and
technology will help maximize the region’s ability to compete
globally while strengthening economic ties with the United
States.

The United States should harness the financing of
the IDB and the World Bank to leverage private and
public investment in infrastructure to reduce trans-
port costs. Investments should go into relocation, nearshoring,
and warehousing, but also into technological capabilities (such
as engineering and design centers) to facilitate nearshoring
processes. Colombia, for example, faces significant challenges
in adopting new technologies and preparing for Industry 4.0
(the Fourth Industrial Revolution), particularly in the adoption
of artificial intelligence (Al) for supply chain operations. The
IDB, the World Bank, and the DFC can all prioritize investment
and better align in areas such as single-window systems, tech-
nology for border transactions, and broadened connectivity.

The United States can also work with the IDB and the World
Bank to help countries promote reforms in their business envi-
ronments and FDI frameworks so they are better prepared
to receive and host companies that would nearshore. The
banks can specifically help by providing public-based loans to
countries in exchange for the implementation of reforms that
seek to create better investment environments and remove
bottlenecks.

Biden has an opportunity to safeguard US interests while
avoiding the hostility of the previous Trump administration
whose application of tariffs on steel and aluminum imports
under Section 232 of the Trade Expansion Act of 1962 had a
negative financial impact on countries in the region, includ-
ing the United States’ longstanding ally, Colombia. The only
countries excluded from Section 232 tariffs are Australia,
Argentina, Brazil, South Korea, the European Union (EU),
Canada, and Mexico. Biden should consider extending the
exclusion to more countries in the Latin America and the
Caribbean region.
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Now more than ever, it will be critical for the Biden
administration to work alongside allies in the region
to increase the resilience of supply chains as the
region looks to be better prepared for the next shock.

A new, updated, twenty-first-century version of
the Free Trade Area of the Americas agreement
(FTAA) could be discussed at the Ninth Summit
of the Americas, offering a new vision for the future of the
Americas. In the meantime, the United States should focus on
strengthening and updating existing commercial agreements
to ensure both harmonization as well as verification that the
agreements are being fully utilized. Regional and bilateral
FTAs must be leveraged to ensure the streamlining of and
greater facilitation of the movement of goods, services, and
data.

On the US-Mexico border, the Biden administration should
prioritize working cooperatively alongside Mexico to “build
back better” the future of supply chains and commercial
cooperation and integration. Along those lines, Biden can
prioritize the updating of the North American Plan for Animal
and Pandemic Influenza (NAPAPI), launched by then-US
President Barack Obama, then-Mexican President Felipe
Calderodn, and then-Canadian Prime Minister Stephen Harper
at the North American Leaders’ Summit in April 2012. Greater
coordination among North America’s health emergency
response capacities will only be possible if NAPAPI is updated
to reflect lessons learned and best practices from the COVID-
19 pandemic as well as provide clearer guidance regarding
coordination in the face of future supply chain shocks.

The extension of preclearance operations, including cargo, to
Mexico and other countries in the region, could also further
enhance supply chains. Currently, CBP has preclearance
points for travelers in six countries, two of which are in the
Latin America and the Caribbean region (Aruba and the
Bahamas). 8 In September 2020, CBP announced it would
invite new airports to apply for preclearance by submitting an
application, with negotiations already underway for El Dorado
Airport in Bogotd.®® An extension of traveler preclearance
could enhance business travel with important commercial
centers across the region. Likewise, US customs offices could
have lists of “known shippers” and receive digital cargo
documents ahead of time, akin to the US-Mexico Free and
Secure Trade Program (FAST). This would not only create
much more streamlined regional supply chains, it would also
allow for better tracking of illicit shipments of drugs, weapons,
contraband, etc.

In terms of cargo, the United States launched eight Unified
Cargo Processing (UCP) facilities along the US-Mexico border
in 2018 to streamline inspection processes. In March 2020,
the US State Department announced the expansion of the
UCP facility program along the land border. Further expan-
sion of both UCP operations throughout the land border and
preclearance operations throughout the region will allow
for greater facilitation of efficient trade and travel. However,
much of these gains risk being eroded if Mexico’s new national
security law, passed by the Mexican Congress in December
2020, goes into effect. Among other things, that law would
limit the ability of US law enforcement to work in Mexico,
thus preventing CBP officials from carrying out preclearance
duties.”®

Expanding the number of mutual recognition agreements
(MRASs) between CBP and its counterpart customs admin-
istrations in the region would offer enhanced security and
streamlined clearance for international cargo, as well as send
a clear signal of support for private sector actors to increase
their efforts. The United States has completed only three such
agreements with Latin American and Caribbean partners
(Peru, Dominican Republic, Mexico),” and has clear scope
to expand this effort. Encouraging partners to accelerate
implementation of World Trade Organization (WTO) Trade
Facilitation Agreement (TFA) commitments and/or imple-
ment OECD best practices could further magnify the impact.

To promote integration with and attract nearshoring to the
Caribbean, the United States can play a major role in con-
vening and helping to structure regional projects that would
merit private sector investment, for example, multicountry
renewable energy projects. No single country can or would be
incentivized to do this alone, and the United States could play
a meaningful role in helping to coordinate such a project and
attract investment to the Caribbean. Certainly, the Caribbean
Sea, which the United States shares not only with several
island nations, but also with Central America, Colombia, and
southern Mexico, remains a geographic priority for hemi-
spheric economic integration. Maritime trade routes and FTAs
have created robust regional supply chains, for example in
textiles, between Central America and southern US states like
Mississippi and Alabama. More industries in the United States
and Latin America could benefit from stronger Caribbean
integration.
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U.S. President Joe Biden delivers remarks on tackling climate change as White House climate envoy John Kerry and
Vice President Kamala Harris listen. January 27, 2021.

n Climate Action
Implementing Commitments
and Integrating Policies

Challenges

mall island nations in the Caribbean are among the most
Svulnerable to climate change. Besides the pandemic,

Central America has also been devasted by the effects
of climate change, as seen by the landfall of two Category 4
hurricanes in November 2020. According to the World Bank,
between 150,000 and 2.1 million people in the Latin America
and the Caribbean region are pushed to extreme poverty
every year due to national disasters.””

In terms of migration, the World Bank forecasts as many as
seventeen million climate change migrants across the region
by 2050.” And despite the largest freshwater resources per
capita, a third of the region lacks access to drinking water.”
The Latin America and the Caribbean region’s vulnerable food
systems have also been threatened by the pandemic. These
disruptions to the food supply chain, together with the impact
of climate change on agricultural productivity, are increasing
food insecurity throughout the region.

Both climate change and the COVID-19 pandemic are dispro-
portionally affecting vulnerable populations. Furthermore,
in the face of COVID-19-strained public finances, countries
are finding less incentives for aligning public expenditure and
tax systems with climate goals. As millions in the region try
to survive the pandemic, less emphasis has been placed on
green solutions, posing long-term implications for climate
change.

Opportunities

ccording to the World Bank, Latin America has the
Acleanest energy matrix in the world and 22 percent of

worldwide forest areas, positioning it to be a leader
in a robust, green economy.” The Food and Agriculture
Organization of the United Nations (FAO) forecasts the region
could account for 25 percent of global agricultural and fisher-
ies exports by 2028, but, as mentioned, climate change poses
significant challenges to agricultural activity.”®

The Biden administration is clear in its prioritization of climate
change, clean energy, and food security, both in the United
States and abroad. “Just like we need a unified national
response to COVID-19, we need a unified national response
to climate change. We need to meet this moment with the
urgency it demands,” Biden said in December 2020.”” The
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post-pandemic recovery presents an opportunity to expand
the type of infrastructure that the United States finances.
Investments should focus on more inclusive and sustainable
public infrastructure, such as electrical grids and smart build-
ings. Beyond fiscal policy, it will be imperative for countries to
align finance flows with commitments toward lower emissions
and climate-resilient policies. Lastly, implementing innovative
climate adaptation and mitigation programs should be a key
component of rebuilding the region.

Recommendations

cross the region, climate change is depriving the
Amost vulnerable communities of their livelihoods and

forcing millions of people to migrate. It is urgent for
the United States to partner with countries to ensure recovery
from the pandemic enables a transition to a more sustainable
relationship between humans and nature. Biden’s $1.7 trillion
climate plan aims to transform the United States into a clean
energy powerhouse. While the focus is mainly domestic, the
plan will create positive externalities internationally, with
implications for the Latin America and the Caribbean region
through investment and standard-setting and for US leader-
ship in the region.

The United States can work with multilateral banks
to reform standards on debt repayment priorities
for development projects, making projects with
high carbon impact higher-risk and more costly for countries.
The Biden administration can help mobilize investments in
smart infrastructure, clean energy, and climate research and
innovation by offering incentives for US firms that supply
low-carbon solutions to Latin American and Caribbean
countries.

“Hunger today isn’t about scarcity—it’s about a massive failure
in leadership,” tweeted then-candidate Biden in May 2020.7®
In the United States, Biden has committed to investing in
agricultural research and development, including through bol-
stering funding for the Sustainable Agriculture Research and
Education (SARE) program and the National Institute of Food
and Agriculture. The United States can and should support
governments in the region in the design and implementation
of innovative solutions such as anti-hunger grants, safety net
programs for small farm holders, and aid and insurance to
farmers, especially in the face of crop failures. The United
States should work with international organizations so that
multilateral banks and institutions can finance these solutions.

Biden, as promised, quickly rejoined the Paris
Agreement. His administration can also bring back
the Tropical Forest Conservation Act (which Biden,
at the time a US senator, championed in 1998), allowing the
United States to reach agreements with foreign governments
to conserve tropical forests in exchange for debt relief

COVID-19 RECOVERY IN LATIN AMERICA AND THE CARIBBEAN

(commonly referred to as debt-for-nature swaps). Using US
economic leverage, the Biden administration should work
with Latin American and Caribbean countries to ramp up
their domestic climate target ambitions and ensure these
commitments are transparent and enforceable (i.e., condition
trade agreements on countries’ commitments to meet their
climate targets).

In addition to debt swaps, other finance-related recom-
mended actions include advancing momentum for countries
to increase contributions to global funds (e.g., the Green
Climate Fund), which, in turn, could help expand credit facili-
ties and guarantees for investments in climate-resilience inter-
ventions. The Biden administration could also involve credit
facilities and direct purchases through the DFC to centralize
efforts to expand private investment bonds.

With regard to public expenditures, the United States
could provide technical assistance, facilitated by the State
Department, to help countries minimize inefficiencies in
resource management, such as through water reuse and
energy efficiency. Billions of dollars would be saved in elec-
tricity investment needs alone if the sector underwent a trans-
formation toward being more energy efficient. Additionally,
the United States could, on the adaptation front, strengthen
regional collaboration on policies related to food, water,
energy, and preparedness for extreme events. The Biden
administration should also provide financial and technical
support to subnational entities across the region. Cities, in
particular, play an important role in climate change mitigation
in the most highly urbanized regions in the world. They must
be able to access capital and resources to address communi-
ties’ climate resilience in urban areas and slums.

H Education
A Pillar for Growth and Social
Inclusion

Challenges

ducation is one of the main drivers of national economic
Eand social development.’”? Studies on poverty and

education also indicate that lower levels of educational
attainment in children are later linked to unemployment and
crime.®® Due to COVID-19, in March 2020, more than 154
million children—95 percent of those enrolled—in the Latin
America and the Caribbean region were temporarily out of
school.?’ By November 2020, that number had dropped to
137 million.?? The regional likelihood to complete secondary
education is expected to drop from 61 percent to 46 percent.®?
In the Latin America and the Caribbean region, the interrup-
tion of face-to-face classes is especially problematic given a
variety of demographic and socioeconomic factors, including
overcrowding, poverty, informality, domestic violence, and,
especially, poor Internet access.
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COVID-19 has led to a massive loss of in-school learning across LAC. By the end of March
2020, almost all countries had closed schools—and in 10 countries, schools never reopened.

Calendar year by school status (February 16, 2020 - December 31, 2020)
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While schools instituted distance-learning initiatives, existing
gaps in access to devices and Internet connectivity have
exacerbated inequalities. Certainly, as teleworking and remote
learning have become commonplace to limit the spread of
COVID-19, people are relying more than ever on Information
and Communications Technology (ICT) to connect, col-
laborate, and continue their daily routine. The Internet is a
necessity for modern life, however, a digital gap is prevalent
in the Latin America and the Caribbean region. An October
2020 study found that seventy-seven million rural inhabitants
in the Latin America and the Caribbean region cannot access
Internet services that satisfy minimal requirements.®* In total,
while more than seven in ten urban residents in the region can
connect online, less than four in ten rural residents can do the
same.
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Although a few countries have begun to partially reopen
schools, the vast majority of classrooms in the Latin America
and the Caribbean region remain closed as of the end of 2020.
By November, the worldwide average of missed school days
for students was forty; in the Latin America and the Caribbean
region, children had missed more than one hundred and
seventy days of school.®®

The impacts will be felt not only across education indicators,
but a variety of socioeconomic factors, such as national
economic growth and the well-being of individuals and soci-
eties, including through spikes in family-related violence and
inequality in labor and economic opportunities. Significant
losses with respect to learning and human capital develop-
ment continue to risk deepening inequalities in the long term.
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Each day that passes with schools closed risks worsening
productivity of the region’s future workforce. According to
the World Bank, primary and secondary school children could
lose between $242 and $835 in yearly earnings—around $1.2
trillion in income during the lifetimes of these 137 million
students.®®

School closures also mean that millions of children are
exposed more than ever to domestic violence, including
violence against children and gender-based violence (GBV).
UNICEF reports adolescent girls are the most vulnerable
group.?’In addition to increased reports of GBV, COVID-19 is
threatening girls’ sexual and reproductive health and increas-
ing the risk of unwanted pregnancy.

Opportunities

ountries across the region are beginning to learn how
to coexist with the pandemic, including innovating

through disruptive technologies to increase the
number of children in school. Some examples from the IDB
Lab that show how innovators, startups, and entrepreneurs
from the Latin America and the Caribbean region are leading
solutions to tackle educational challenges include Aprende
Institute, a platform that seeks to fill the gap in vocational
education by offering high-quality, accessible, online edu-
cational programs.® “In Mexico in particular, and in the Latin
American region in general, there is a great opportunity to
gain technical skills due to current market conditions and that
is where digital education should pay attention to offer value
to students, ” explained Martin Claure, founder and CEO of
Aprende Institute.®®

For education to continue to be the key to accessing a future
with opportunities, it is necessary for young people to acquire
knowledge, skills, and abilities that allow them to adapt to a
constantly changing world. Specifically, there is the oppor-
tunity to review curricula to include content related to the
development of soft skills such as critical thinking, teamwork,
and creativity. These curricula should also allow students to
decide on the complementary subjects and/or languages they
wish to add to their study programs.

Multisector and multistakeholder partnerships in the region
have the potential to deploy innovative initiatives to expand
access to education along with increased Internet access. The
Biden administration should promote collaboration between
US and regional governments to develop plans for a rapid,
systemwide response, including alternative learning pro-
grams and mental health support. Multisector collaboration
between governments, academia, and the private sector, as
well investments in R&D, should be promoted. By enhancing
domestic scientific capabilities, countries will help ensure
everyone has “the right to benefit from scientific progress
and its application.”?® The stakes are high: investment in and
expanded access to ICT may help the region leapfrog. Failure
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to do so leaves the region ill-prepared in a post-pandemic,
technologically-oriented world.

Recommendations

ince UNICEF estimates $55 million will be needed to
Ssupport access to education, social protection, and

GBYV services in the Latin America and the Caribbean
region, the United States should help to prioritize investment
directed to these areas.” Specifically, the Biden administra-
tion should provide economic incentives to US companies
seeking to invest in Latin American and Caribbean education
sectors. Investing in education in the region—particularly
in the Northern Triangle—will be critical to ensure a secure,
democratic, and prosperous hemisphere.

The Biden administration should promote a new
wave of partnerships between US universities and
higher-learning institutions in the region. Countries
in the region could also consider establishing entities that help
to coordinate collaboration between national and US-based
universities to promote student exchanges and transfer of
knowledge in areas such as technology and computer science.
The INCAE Business School, although independent, adheres
to Harvard University’s Case Study Method and curriculum.
INCAE also promotes exchanges and dual-degree programs
with other Latin American, European, and US universities.
More universities across the region could replicate the INCAE
system, in turn attracting foreign students to the region. To
promote exchanges across the region, educational coopera-
tion agreements between countries can be established so that
academic degrees and certificates are mutually recognized.

Incorporating technological tools in schools (e.g.,
robotics and virtual reality) will not only reduce
the gaps in access to technology and modernize
the educational system, but will also encourage students
to develop skills such as critical thinking, teamwork, and
creativity. Therefore, ensuring the involvement of and collab-
oration between the private sector and other international
organizations in governments’ education plans will be a key
component of finding multisector solutions to expand access
to and quality of education. Multistakeholder collaboration
will also be critical for promoting technological innovation in
educational systems and closing the digital divide.

Certainly, investment in teachers should focus on remunera-
tion, but also on training in technological skills. Investing in ICT
infrastructure to support students requires that teachers also
be trained in digital distance-learning technologies. Teacher
exchange programs that apply lessons learned in education
from the COVID-19 pandemic could allow for Latin American
and Caribbean teachers to learn technological skills that can
be applied in their home countries, and, for non-native English
speakers, also improve their English language skills.
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E Democracy and Governance

Working Together to
Strengthen Institutions

Challenges

finances, COVID-19 has unleashed government corruption

worldwide. “Already, some regional governments have
used the pandemic to expand executive power and restrict
individual rights,” according to a Carnegie Endowment for
International Peace commentary.”? In Latin America and the
Caribbean, the pandemic’s outbreak coincided with the rapid
deterioration of democracy in many countries. Allegations of
corruption and contract irregularities have become common-
place in some governments. Others have avoided lockdowns
and dismissed scientific evidence, effectively worsening the
health impacts of the virus.*

I n addition to unprecedented shocks to public health and

Prior to COVID-19, political disinformation in the Latin
America and the Caribbean region was already a threat to
democracy. But the pandemic has been accompanied by an
infodemic, defined by PAHO as “an overabundance of infor-
mation—some accurate and some not—that makes it hard
for people to find trustworthy sources and reliable guidance
when they need it.” Knowingly or unknowingly politicians
across the region have circulated misinformation and disin-
formation regarding COVID-19, exacerbating fear and division
among people.”® “The justice system needs to find a way to
hold people responsible for the content they share—so they
feel less comfortable distributing and sharing this kind of
news,” argued Yasodora Cdérdova, a Brazilian expert in online
misinformation.®®

COVID-19 has aggravated underlying tensions and socioeco-
nomic factors in the region. This is testing the wherewithal
of governments and institutions, such as in Peru, which saw
three presidents over the course of a week in November after
Congress removed its elected president, Martin Vizcarra. In
Central America, Guatemalans, who were dealing with the
pandemic and a deadly hurricane, turned out in the streets
in November to protest corruption and the government’s
budget cuts in education and health. Protesters set fire to the
Congress building in Guatemala City. Throughout 2020, from
Argentina to Chile to Colombia, protests rocked capital cities,
with COVID-19 and frustration over continued lockdowns
providing the spark for grievances ranging from corruption
to economic hardship to police brutality. In Venezuela, an
inability to deliver basic services, which existed even before
the pandemic, has worsened with the outbreak. Government-
run quarantine facilities lack even the most basic services.
Likewise, social distancing orders, coupled with autocracy and
kleptocracy, have left Venezuelans in rural towns with spells
without water, electricity, and fuel—further exposing them to
unhygienic practices that could increase their likelihood of
getting infected by the coronavirus.

Finally, it is worrisome that some conditions generated by
the pandemic are strengthening the power of criminal gangs,
a major threat to the rule of law and democratic stability in
several countries, particularly in the Mesoamerican region.
Not only have these gangs diversified and increased their
operations—expanding them to online modalities, such as
scams, child pornography, and others—they have also found
promising money laundering opportunities when acquiring
companies in difficult financial conditions or on the verge of
bankruptcy.

Criminal gangs are also strengthening their presence at
the territorial level. The weaknesses and gaps in countries’
responses to their population’s needs in the midst of the
pandemic have led organized crime to try to compensate or
fill such gaps. In countries like Brazil, Mexico, and El Salvador,
criminal groups are reportedly “collaborating” with the appli-
cation of sanitary measures, distributing food and essential
items, granting loans, and giving money away, among others.
These strategies—strengthening the gangs’ territorial control
and legitimacy among the population—have enhanced their
reputation and have also been used to influence local and
national elections.

Opportunities

ffectively addressing the rise in COVID-19-related
Ecorruption, including in cases of personal protective

equipment (PPE) procurement, could lead to a new
wave of anti-corruption measures that could help restore
citizens’ confidence in their governments. One place to start is
to streamline and put procurement processes online; currently
only 7 percent of government-related paperwork can be
completed online across the region.’® The mobilization of civil
society groups may also help strengthen democracy, as civil
society remains “an essential building block of development
and national cohesion.”?”

Many Latin American countries have long been strategic part-
ners of the United States, which, through the Biden adminis-
tration’s partnership-based approach, can serve as a stronger
resource and advocate for addressing the very challenges
that are the source of public discontent. Biden, more than
any of his predecessors, has entered the presidency with a
profound understanding and recognition of the region and
how the United States can best partner with countries to
advance US and regional goals. Ultimately, stable democra-
cies and good governance are in the interests of the United
States and the countries of the region. Mindful of the recent
political turmoil in the United States, which was capped by
the insurrection at the US Capitol on January 6, Biden will
lead in the hemisphere with the belief that democracy must
also be strengthened at home. The Biden administration
is also keenly aware of external actors that will attempt to
sow discord, chaos, and instability, including Russia with
its attempts to upend democratic institutions through pro-
paganda and disinformation. As Biden noted in his victory
speech: “We lead not by the example of our power, but by
the power of our example.”
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LAC countries are among the hardest hit by the COVID-19 pandemic

and the COVID-19 “infodemic.”

Share of reliable news refers to the fraction of URLs present in COVID-19 related tweets pointing to trustworthy sources (e.g. mainstream
media, recognized scientific institutions and magazines) rather than untrustworthy sources (e.g. fake news/hoax, satire, clickbait, etc).
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The Report of the Western Hemisphere Drug Policy
Commission, released in December 2020, which reviewed
US foreign policy in the Americas on illicit drugs and drug
trafficking, offers the Biden administration an opportunity to
rethink policies that have been in place for many decades and
proposes a more effective strategy that can tackle the factors
related to the increase in organized crime in the Latin America
and the Caribbean region.®®

Issues around anti-corruption, transparency, and governance
are important priorities for the Biden administration. In con-
junction with the “Engel List” and Menendez’s bill, the expand-
ing use of existing tools that seek to discourage corruption
should provoke changes in some governments in the region.

Recommendations

n line with Biden’s vision, a partnership-focused, all-encom-

passing policy toward the region that supports US interests

while supporting core tenets of regional democracies will
strengthen institutions across the region.

This moment should be seized to address the
scourge of corruption that upends institutions and
citizens’ confidence in their governments. The Biden
administration, in addition to anti-corruption actions discussed
in the Economic Revitalization section, can work through the
State Department to prioritize anti-corruption trainings that
provide technical assistance to help judges, lawyers, and pros-
ecutors better combat financial crimes and, in the long run,
strengthen countries’ judicial branches. A standing task force,
or “High-Level Anti-Corruption Dialogue,” consisting of willing
US, Latin American, and Caribbean officials can serve as a
standing body that regularly addresses and seeks solutions
to reduce corruption with the input of civil society. Preventive
measures can also be discussed in this task force, including
protecting freedom of the press and the role of civil society
as oversight bodies. The Open Government Partnership, an
international initiative launched during the Obama adminis-
tration, promotes open governments through concrete steps
that seek to shape the relationship between citizens and
governments. % The “High-Level Anti-Corruption Dialogue”
should be a recognized body in order to have prestige and
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fanfare to exercise its influence over local civil societies. At
the same time, in Guatemala and Honduras, the United States
should work to advance the creation of stronger anti-cor-
ruption oversight bodies that have independence from the
executive, and build on the experiences of the International
Commission Against Impunity in Guatemala (CICIG) and the
Mission to Support the Fight against Corruption and Impunity
in Honduras (MACCIH).

In the last twelve years, US investment in the region has
essentially moved from an emphasis on economic develop-
ment to immigration and security (especially under former
US President Donald J. Trump). The Biden administration will
highlight the importance of investment in a third category:
rule of law and democracy. Addressing the issue of corruption
with vigor and determination will highlight this third basket of
concerns that, in tandem with civil society and repurposing
existing programs, may lay the groundwork for the advance-
ment of quality of life and stability.

Additional multiyear financial assistance packages are needed
as well. Biden’s four-year, $4 billion Central America plan,
released during his presidential campaign, seeks to address
the systemic challenges faced by the Northern Triangle that
compel US-bound migration. It does so through a compre-
hensive strategy that prioritizes anti-corruption at the core
of a multidimensional plan. However, the decades-long
challenges will not be resolved in four years. Plan Colombia, a
fifteen-year program that survived through both Democratic
and Republican administrations, is a model for how transfor-
mative change is possible with long-term plans. Thus, as Biden
advances his Northern Triangle plan, long-term outcomes will
depend on building bipartisan consensus in Congress in favor
of long-term assistance to support development in the critical
Northern Triangle region. A key component for sustainable
change is incorporating civil society organizations, especially
those that promote democratic values as a long-term strategy
to promote stability. US ambassadors serving in the Biden
administration should also play an important role in denounc-
ing corruption and authoritarian behaviors.

The Biden administration can provide renewed
support to nonpartisan election observation in
the region, including through missions organized
by the Organization of American States (OAS). The OAS’
independent, impartial observation has been linked with the
strengthening of democracy in the region. Relatedly, the OAS
carries out extensive work surrounding disinformation in the
Latin America and the Caribbean region, particularly as dis-
information pertains to democracy and electoral processes.
Biden can launch a partnership with the OAS to not only
further promote and support its election observation in the

region, but also strengthen its anti-corruption initiatives.

Restoring democracy in Venezuela and Nicaragua must
become a priority in the region. It is important to understand
that sanctions alone cannot trigger democratic transitions
in either of those countries, especially in Venezuela. The
imposition of sanctions must go hand in hand with a realistic
and consistent diplomatic strategy in which the ultimate goal
must be the organization of free and fair elections as soon as
possible. In the case of Nicaragua, this strategy’s objective
should be to put in place the necessary electoral reforms prior
to national elections scheduled for November 7, 2021.

As in the rest of the world, US foreign policy toward the Latin
America and the Caribbean region promises greater regional
cooperation, stronger partnerships, higher levels of US
investment, and a return to the principles of multilateralism.
The Biden administration can also prioritize better alignment
and greater coordination with European countries and other
US allies to counter the influence of China and Russia in the
region—with Russia seeking to sow instability and China’s
often opaque business practices hampering the anti-corrup-
tion agenda. For the Latin America and the Caribbean region,
going back to the region’s pre-pandemic normal of gover-
nance, economic growth, educational attainment, and climate
action will not be enough. To truly support a sustainable and
inclusive socioeconomic and environmental recovery in the
region, the United States will need to reestablish trust and
work cooperatively with governments across the ideological
spectrum.

A new US vision for the region is needed, one that is focused
on human rights, democratic values, institutions, transpar-
ency, and rule of law—all core tenets of Biden’s approach.
A redefinition of this vision should stem from a flexible and
broader country-specific relationship with civil society. Civil
society actors, in particular, can play an important role holding
governments accountable for human rights violations, includ-
ing state control of communications apparatuses. Promoting
the role of civil society is of upmost importance in Venezuela,
the Western Hemisphere’s largest and most complex human-
itarian crisis in recent history, where Nicolds Maduro’s regime
controls all of the major channels of communication.

The United States should foster a broader and more import-
ant role for civil society through aid and technical capacity
building, but also through public recognition of civil society
organizations, especially those of traditionally discriminated
minorities (i.e., Afro-descendant and indigenous groups).
Guided by US priorities, Biden should create a regional plan to
advance government accountability, resulting in sustainable
independent institutions and a more robust civil society which
can, in turn, promote a broad culture of good governance and
anti-corruption.
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