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After decades of democratic and economic 
progress, Latin America and the Caribbean 
(LAC) are now losing ground. Between 1995 
and 2016, the Atlantic Council’s Freedom 
and Prosperity Indexes recorded steady 
gains—a more than eight-point rise in pros-
perity and a more than three-point rise in 

1.	 Freedom and Prosperity Indexes, Atlantic Council, n.d., https://freedom-and-prosperity-in-
dexes.atlanticcouncil.org/, accessed September 4, 2025. 

freedom—that lifted millions out of poverty, 
deepened the region’s integration into the 
global economy, and strengthened demo-
cratic institutions.1 Over the past decade, 
however, this momentum has stalled, and 
in many countries reversed. Across the re-
gion, insecurity has surged, authoritarianism 
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Bottom lines up front:

•	 Democratic backsliding, crime, corruption, and authoritarian influence 
are weakening governance in Latin America and the Caribbean, fueling 
insecurity, migration, and economic decline.

•	 Weak rule of law and kleptocratic networks hinder growth, empower criminal 
groups, and enable expanding authoritarian--especially Chinese--influence. 

•	 To protect US security and investment interests, the US must move beyond 
grants towards an investment-driven strategy that mobilizes public-private 
partnerships and supports democratic actors.

As the United States administration focuses renewed attention on security and economic dynamics within  
the Western Hemisphere, there are strategic policy approaches they can take to protect American interests  
by strengthening democratic governance across Latin America and the Caribbean.
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has deepened, and corruption has stifled development, with 
consequences that reach far beyond its borders.

This reversal is fueling two interconnected crises reshaping 
the Western Hemisphere: migration and insecurity. Over the 
past decade, migration—both within the region and toward the 
United States—has surged.2 Authoritarian rule in Venezuela, 
Cuba, and Nicaragua, along with the collapse of Haiti, has 
driven mass exoduses, while gang violence spurs migration 
from Central America and hundreds of thousands more 
have left other countries in search of safety and economic 
opportunity.3 Transit states such as Colombia, the Dominican 
Republic, and Panama face mounting strain on public services, 
while the United States confronts unprecedented pressure at 
its southern border.4

Regional security is also deteriorating as gangs and transna-
tional criminal networks expand their operations.5 Mexican 
cartels dominate the production and trafficking of fentanyl, 
methamphetamine, cocaine, and other illicit drugs across Latin 
America and into the United States. The effects of their trade 
have been devastating, with tens of thousands of overdose 
deaths annually, particularly in the United States and Canada. 
Other groups, such as Venezuela’s Tren de Aragua, extend 
beyond narcotics, driving homicides, corruption, and violent 
competition over trafficking routes across the region. 

Beneath these crises lies a deeper erosion of governance and 
democracy—one that the United States should support its al-
lies in confronting. Weak rule of law and systemic corruption 
stifle economic growth and enable criminal networks to thrive. 
Authoritarian regimes in the region fuel migration, crime, and 
cross-border instability, while external powers—most notably 
China—exploit governance gaps through opaque infrastruc-
ture projects and debt diplomacy, deepening authoritarian 
influence. Together, these forces erode state capacity, desta-
bilize the region, and pose a direct challenge to US security 
and economic prosperity.

2.	 Veronica Paez-Deggelle, “Top Statistics on Global Migration and Migrants,” Migration Policy Institute, August 26, 2025, https://
www.migrationpolicy.org/article/top-statistics-global-migration-migrants.

3.	 Arturo Castellanos-Canales, “The Reasons behind the Increased Migration from Venezuela, Cuba, and Nicaragua,” National Immi-
gration Forum, February 9, 2023, https://immigrationforum.org/article/the-reasons-behind-the-increased-migration-from-venezue-
la-cuba-and-nicaragua/.

4.	 William Robert Avis, Migration in Latin America, K4D Applied Evidence Review RER 46, University of Birmingham, March 2024, 
https://opendocs.ids.ac.uk/opendocs/bitstream/handle/20.500.12413/18020/RER_46_Migration_Latin_America_03_24%20(3).
pdf. 

5.	 Global Organized Crime Index 2023: A Fractured World, Global Initiative against Transnational Organized Crime, 2023, https://
ocindex.net/report/2023/0-3-contents.html.

Stable, transparent governance in LAC reduces migration 
pressures, disrupts criminal networks, and creates economic 
opportunities that benefit both US and Latin American citizens. 
As the United States reassesses its foreign assistance strategy, 
democracy assistance can be enacted as a strategic invest-
ment to make the hemisphere—including the United States—
stronger, safer, and more prosperous. We identify three core 
issues that pose the greatest challenges but promise the 
greatest rewards if addressed, and provide recommendations 
to streamline assistance, expand its scope, and engage bu-
siness and local actors as funders and partners. 

Ultimately, democracy assistance in the region remains one 
of the most cost-effective investments to advance shared 
security and prosperity.

Regional challenges to democracy and 
governance

LAC is confronting a convergence of three interlinked 
challenges that erode governance, destabilize societies, 
and undermine US security and economic interests. Each 
reinforces the others and fuels the migration and crime that 
strain the region. The United States should therefore prioritize 
addressing these challenges through targeted foreign 
assistance and investment. 

1. Transnational organized crime and insecurity

Transnational organized crime (TOC) has evolved into one of 
the most destabilizing forces in LAC. Once localized, criminal 
groups have grown into sophisticated, multinational networks 
that traffic drugs, weapons, and people across borders while 
infiltrating political systems. These networks now operate 
across nearly every corner of the region, both benefiting from 
and contributing to weak rule of law and institutional resilience. 

A stronger, safer, and more prosperous hemisphere: The case for investing in democracy in the Americas

https://www.migrationpolicy.org/article/top-statistics-global-migration-migrants
https://www.migrationpolicy.org/article/top-statistics-global-migration-migrants
https://immigrationforum.org/article/the-reasons-behind-the-increased-migration-from-venezuela-cuba-and-nicaragua/?utm_source=chatgpt.com
https://immigrationforum.org/article/the-reasons-behind-the-increased-migration-from-venezuela-cuba-and-nicaragua/?utm_source=chatgpt.com
https://opendocs.ids.ac.uk/opendocs/bitstream/handle/20.500.12413/18020/RER_46_Migration_Latin_America_03_24%20(3).pdf
https://opendocs.ids.ac.uk/opendocs/bitstream/handle/20.500.12413/18020/RER_46_Migration_Latin_America_03_24%20(3).pdf
https://ocindex.net/report/2023/0-3-contents.html?utm_source=chatgpt.com
https://ocindex.net/report/2023/0-3-contents.html?utm_source=chatgpt.com


A stronger, safer, and more prosperous hemisphere: The case for investing in democracy in the Americas

3ATLANTIC COUNCIL

Gangs and TOC actors are among the main drivers of inse-
curity in the region. Although the region comprises less than 
10 percent of the world’s population, it accounts for roughly 
one-third of global homicides.6 Central America maintains high 
levels of insecurity, while countries such as Mexico, Ecuador, 
Colombia, and Peru have experienced sharp increases in 
violent crime as cartels and gangs battle for control of traf-
ficking routes, urban neighborhoods, and illicit economies.7 

The costs are profound: Latin American Public Opinion Project 
data show that intentions to emigrate are significantly higher 
among individuals exposed to crime, while nearly one-third of 
private sector firms in Latin America cite crime as a major obs-
tacle to doing business, with direct losses averaging 7 percent 
of sales.8,9 Insecurity is not only displacing communities but 
also undermining prosperity and eroding trust in governments. 

The drug trade remains one of the most profitable and damaging 
arms of TOC. Mexican cartels—particularly the Sinaloa Cartel 
and Jalisco New Generation Cartel—are the hemisphere’s 
principal suppliers of fentanyl, methamphetamine, cocaine, 
and heroin. Their operations extend beyond Mexico and the 
United States, reaching deep into Colombia, Ecuador, Central 
America, and increasingly Canada.10 In 2024, US Customs and 
Border Protection seized over 27,000 pounds of fentanyl at 
the southern border—up from 14,700 pounds in 2022.11 The 

6.	 Paul M. Bisca, Vu Chau, Paolo Dudine, Raphael A. Espinoza, Jean-Marc Fournier, Pierre Guérin, Niels-Jakob H. Hansen, and Jorge 
Salas, Violent Crime and Insecurity in Latin America and the Caribbean: A Macroeconomic Perspective, IMF Departmental Paper, 
vol. 2024, no. 009, International Monetary Fund, 2024, https://doi.org/10.5089/9798400288470.087.

7.	 Vanda Felbab-Brown, “Combating Fentanyl Trafficking and Organized Crime Groups in the Americas,” Brookings Institution, July 
23, 2025, https://www.brookings.edu/articles/combating-fentanyl-trafficking-and-organized-crime-groups-in-the-americas/.

8.	 Sarah Bermeo, “Violence Drives Immigration from Central America,” Brookings Institution, June 26, 2018, https://www.brookings.
edu/articles/violence-drives-immigration-from-central-america/.

9.	 Bisca et al., Violent Crime and Insecurity in Latin America and the Caribbean.
10.	 Felbab-Brown, “Combating Fentanyl Trafficking.”
11.	 “Frontline against Fentanyl,” US Customs and Border Protection, n.d., https://www.cbp.gov/border-security/frontline-against-fen-

tanyl, accessed September 4, 2025.
12.	 “The Rapid Rise of Venezuela’s ‘Tren de Aragua’ Gang Leaves Destruction and Death in Its Wake,” Organized Crime and Corrup-

tion Reporting Project, November 9, 2023, https://www.occrp.org/en/project/narcofiles-the-new-criminal-order/the-rapid-rise-of-
venezuelas-tren-de-aragua-gang-leaves-destruction-and-death-in-its-wake.

13.	 Jim Swigert, “Dangerous Liaisons: Organized Crime and Political Finance in Latin America and Beyond by Kevin Casas-Za-
mora (editor),” Americas Quarterly, April 21, 2014, https://www.americasquarterly.org/fulltextarticle/dangerous-liaisons-orga-
nized-crime-and-political-finance-in-latin-america-and-beyond-by-kevin-casas-zamora-editor/. 

14.	 Mike LaSusa, “GameChangers 2024: Organized Crime Gets Political,” InSight Crime, December 30, 2024, https://insightcrime.org/
news/gamechangers-2024-organized-crime-gets-political/.

15.	 Fabiola Sánchez and Armando Solís, “Mexico’s Drug Cartels and Gangs Appear to Be Playing a Wider Role in Sunday’s Elections 
than Before,” Associated Press, May 31, 2024, https://apnews.com/article/mexico-drug-cartels-violence-elections-43b1689bff1b-
38c68e8428a74c2e9a83. 

16.	 Transnational Organized Crime: An Impediment to Fulfilling Our Common Agenda, Global Initiative against Transnational Orga-
nized Crime, September 2022, https://globalinitiative.net/wp-content/uploads/2022/11/TOC-An-impediment-to-fulfilling-our-com-
mon-agenda-GITOC-UNTOCWatch.pdf. 

human toll is staggering: Fentanyl overdoses now kill more 
than seventy thousand people annually in the United States. 

TOC represents not only a law enforcement problem but also 
a profound institutional and governance challenge. These 
groups thrive in contexts marked by weak institutions, porous 
borders, and entrenched impunity. Venezuela’s institutional 
collapse, for example, directly enabled the rapid growth of the 
Tren de Aragua gang from one prison to over ten countries.12 
Once established, criminal networks act as corrosive forces—
penetrating police forces, judicial systems, militaries, local go-
vernments, and even segments of the private sector.13,14 Their 
influence extends into the electoral arena as well: In Mexico’s 
recent elections, criminal actors not only financed campaigns 
for local candidates but also threatened and assassinated 
others, further distorting political competition and undermining 
democratic accountability.15 Left unchecked, TOC erodes pu-
blic trust, distorts markets, and makes effective governance 
nearly impossible, fueling a self-reinforcing cycle of violence, 
displacement, and state fragility.16

In many countries, governments have proven unable or unwil-
ling to meaningfully confront TOC. Others have stepped up 
efforts to target these groups through mano dura policies or 
intensified security operations that, while capable of disrupting 
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trafficking routes, cannot by themselves dismantle transnatio-
nal criminal networks. Addressing the governance gaps that 
allow these organizations to thrive is therefore crucial. In this 
context, US leadership remains essential. Given the cross-bor-
der nature of these networks, lasting, viable solutions demand 
a coordinated regional response. By leveraging its diploma-
tic influence, security partnerships, military capabilities, and 
development tools—including technical assistance, institu-
tional support, and investment incentives—the United States 
can help foster cross-border cooperation, strengthen judicial 
and prosecutorial capacity, and reinforce institutions to shield 
them from criminal infiltration. Paired with diplomatic and in-
telligence support, democracy assistance can play a critical 
role in disrupting organized crime, safeguarding US security 

17.	 WJP Rule of Law Index: 2024 Insights, World Justice Project, 2024, https://worldjusticeproject.org/rule-of-law-index/downloads/
WJPInsights2024.pdf. 

interests, and creating the conditions for more prosperous and 
resilient communities across the hemisphere.

2. Rule of law and economic development

Declining rule of law has become an increasingly urgent 
concern in LAC, as regional indicators have steadily worsened 
in recent years and several countries have registered some of 
the steepest declines worldwide.17 This deterioration both en-
ables transnational organized crime and authoritarianism and 
imposes enormous costs on national economies. Research by 
the Atlantic Council’s Freedom and Prosperity Center shows 
that the rule of law is the single most influential factor for long-

The once relatively stable country of Ecuador has become a battleground among Mexican drug trafficking organizations (DTOs) 
in recent years, with authorities estimating that 70 percent of the world’s cocaine passes through its ports. As Ecuador has 
emerged as a vital transit country, Mexican DTOs have partnered with local crime syndicates to deepen their control in the 
country, buying the influence of politicians, judges, and security officials. The main actors vying for control of drug shipment 
routes include the Sinaloa Cartel, its rival the Jalisco New Generation Cartel, and their affiliated local crime syndicates. These 
structures tax and protect cocaine flows moving from border regions toward export terminals, targeting trucking firms, port and 
warehouse staff, and local authorities.

Ecuador’s security crisis, however, is not simply a matter of state versus gangs, but of deep institutional infiltration. The landmark 
Metástasis investigation (2023-25) exposed how judges, prosecutors, police officers, politicians, a former head of the prison 
authority, and other high-ranking officials systematically protected or advanced the interests of organized crime for years.1 In 
exchange for cash, gold, luxury cars, and other benefits, officials allegedly released gang leaders, altered prison conditions, and 
sabotaged investigations.2,3

Despite these challenges, Ecuador’s government—reelected in 2025 with a mandate to confront organized crime—has pledged 
to continue the fight. Yet its experience highlights a critical lesson: Defeating gangs and cartels cannot be achieved solely 
through crackdowns or arrests; it also requires rebuilding institutions.

1	 Annie Correal, “La fiscalía de Ecuador enfrentó al narco. Luego se hizo el caos,” New York Times en Español, January 13, 
2024, https://www.nytimes.com/es/2024/01/13/espanol/america-latina/ecuador-metastasis-narco.html.

2	 Gavin Voss, “El caso Metástasis destapa el cáncer de la corrupción en Ecuador,” InSight Crime, March 21, 2024, https://
insightcrime.org/news/el-caso-metastasis-destapa-el-cancer-de-la-corrupcion-en-ecuador/. 

3	 “Jueces y políticos de Ecuador detenidos por presuntos nexos con el narco,” Swissinfo, March 4, 2024, https://www.swissin-
fo.ch/spa/jueces-y-pol%C3%ADticos-de-ecuador-detenidos-por-presuntos-nexos-con-el-narco/73333334.

CASE STUDY Ecuador’s fight against insecurity
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term economic growth and societal well-being.18 Liberalizing 
markets is not enough: Legal clarity, judicial independence, 
and accountability are the foundations of effective gover-
nance and thriving economies. This is particularly relevant in 
Latin America, where corruption remains the region’s Achilles’ 
heel—undermining public spending, fueling fiscal deficits, and 
weakening financial oversight.19 Across the region, higher cor-
ruption levels are consistently associated with lower gross do-
mestic product per capita and reduced foreign direct invest-
ment, costing countries and investors billions in lost growth 
and opportunity.20

A particularly distorting force in the region’s economy is the 
prevalence of kleptocratic networks. These are not isolated 
acts of graft, but coordinated, systematic efforts to capture 
state resources and extract rents for political and economic 
gain.21 Such networks often comprise coalitions of corrupt po-
litical elites, complicit business actors, and criminal organiza-
tions. They co-opt the judiciary and prosecutors, while silen-
cing investigations and oversight bodies.22 Their actions stifle 
competition, discourage entrepreneurship, and produce unfair 
monopolies that sideline foreign investors, while draining pu-
blic coffers of resources needed for development.

The scale of these operations can be staggering. In Venezue-
la, over the past two decades, ruling party figures and business 
allies have been suspected of siphoning off as much as $30 

18.	 Annie (Yu-Lin) Lee and Joseph Lemoine, “Why the Rule of Law Is the Key to Prosperity: Lessons from Thirty Years of Data,” Atlantic 
Council, Issue Brief, August 20, 2025, https://www.atlanticcouncil.org/in-depth-research-reports/issue-brief/why-the-rule-of-law-is-
the-key-to-prosperity-lessons-from-thirty-years-of-data/#rule-of-law. 

19.	 Dinorah Azpuru, “Latin America’s ‘Achilles’ Heel’: An Interview with Expert Dr. Dinorah Azpuru, on the Rule of Law, Democra-
cy and Democratic Education in the Region,” International IDEA, September 5, 2024, https://www.idea.int/blog/latin-ameri-
cas-achilles-heel-interview-expert-dr-dinorah-azpuru-rule-law-democracy-and.

20.	 Paul Lagunes, Xiaoxuan Yang, and Andrés Castro, The State of Corruption in Latin America, Center for the United States and 
Mexico, Baker Institute for Public Policy, July 8, 2019, https://www.bakerinstitute.org/research/state-corruption-latin-america.

21.	 Moisés Naím, “Kleptocracy and Kakistocracy,” El País, June 18, 2018, https://carnegieendowment.org/posts/2018/06/kleptocra-
cy-and-kakistocracy?lang=en.

22.	 The Kleptocrat’s Playbook: A Taxonomy of Domestic and Transnational Tactics, International Republican Institute, 2021, https://
www.iri.org/wp-content/uploads/2021/11/the_kleptocrats_playbook_final.pdf. 

23.	 “The Gears of Bolivarian Capitalism around the World,” Chavismo, Inc., n.d., https://chavismoinc.com/en/the-gears-of-bolivarian-ca-
pitalism-around-the-world/, accessed September 4, 2025.

24.	 Jacqueline Fowks, “La Fiscalía peruana investiga un supuesto soborno por 300.000 dólares al presidente Martín Vizcar-
ra,” El País, October 12, 2020, https://elpais.com/internacional/2020-10-12/la-fiscalia-peruana-investiga-un-supuesto-sobor-
no-por-300000-dolares-al-presidente-martin-vizcarra.html. 

25.	 Latin America Anticorruption Assessment 2023-2024, Vance Center for International Justice, 2024, https://www.vancecenter.org/
wp-content/uploads/2024/12/Latin-America-Anticorruption-Assessment-23-24.Final_.pdf.

26.	 Mario Bruzzone, Understanding Migration: Corruption, Poor Governance, and Their Effects on Migration in Central America, US 
Committee for Refugees and Immigrants, Policy Brief, May 2021, https://refugees.org/wp-content/uploads/2021/06/Understan-
ding-Corruption-Migration-USCRI-brief-May2021.pdf. 

billion in public funds through transnational schemes involving 
front companies, illicit contracts, and offshore accounts.23 This 
systemic kleptocracy has not only enriched elites but also ac-
celerated Venezuela’s economic collapse, fueling one of the 
worst migration crises in the region, including to the United 
States. In Peru, the Club de la Construcción scandal revealed 
how an informal cartel of major construction companies col-
luded to divide up public works contracts in exchange for 
bribes to officials in the Ministry of Transport and Communi-
cations.24 The scheme operated for more than a decade, was 
worth billions in inflated contracts, and sidelined honest com-
petitors while draining infrastructure budgets.

Some of the region’s largest corruption scandals have been 
uncovered by investigative journalists and independent pro-
secutors. Yet in many cases, impunity prevails, and little pro-
gress is made toward prevention or sustained accountability. 
Strong judicial institutions, effective anti-corruption reforms, 
and governance are essential for stability and growth.25 Pre-
dictable, rules-based environments make countries far better 
partners for both domestic and US businesses—creating jobs, 
expanding markets, and strengthening local economies. Such 
efforts can also reduce migration pressures, as corruption has 
been shown to drive both legal and irregular migration.26 As 
with TOC, for the United States, supporting rule-of-law reforms 
is therefore a strategic investment in building a more prospe-
rous, democratic, and secure hemisphere.
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3. Countering authoritarian influence 

LAC is home to several resilient democracies that remain close 
US allies and important trading partners. Yet the region also 
contains some of the world’s most entrenched dictatorships—
Cuba, Venezuela, and Nicaragua—which pose direct threats 
to stability. Between these extremes lie eight nations that 
Freedom House classifies as “partly free,” many of which ex-
perienced additional democratic declines in 2025.27 Counte-
ring democratic backsliding and protecting the global order is 

27.	 Freedom in the World 2025, Freedom House, n.d., https://freedomhouse.org/explore-the-map?type=all&year=2025, accessed 
September 4, 2025.

28.	 Castellanos-Canales, “The Reasons behind the Increased Migration.”

not a values-based mission; it is essential to safeguarding US 
security, economic interests, and the long-term prosperity of 
the Western Hemisphere.

The region’s authoritarian regimes illustrate the stakes. 
Economic collapse and repression have forced 7.7 million 
Venezuelans, 500,000 Cubans, and tens of thousands 
of Nicaraguans to flee over the past decade.28 These 
governments also generate acute security risks. Nicaragua 
has positioned itself as a conduit for extra-regional migration, 

The Dominican Republic illustrates how strengthening the rule of law can improve governance and unlock economic 
opportunity. Since President Luis Abinader took office in 2020, the government has carried out anti-corruption reforms. The 
administration appointed an independent attorney general and empowered the public ministry to investigate and prosecute 
high-level corruption cases.1 The government has also advanced transparency and digitalization reforms to make interactions 
with public agencies—especially in procurement—more open, efficient, and resistant to abuse.2 In addition, the country 
has aligned with key recommendations from the Financial Action Task Force, including by passing a revamped Anti-money 
Laundering and Illicit Finance Law, which has constrained kleptocratic networks and organized crime.3

These measures have begun to restore trust in public institutions. Procurement processes are now more transparent and 
competitive––with twenty thousand new suppliers registered—while new safeguards better protect against corruption.4 
Since 2020, the Dominican Republic’s score on Transparency International’s Corruption Perceptions Index has improved by 
eight points.5 Investor confidence has followed: Foreign direct investment reached record highs in 2024, while trade with the 
United States expanded sharply. US goods exports to the Dominican Republic grew to $13 billion that year, producing a $5.5 
billion trade surplus for the United States.

1	 2024 Investment Climate Statements: Dominican Republic, US Department of State, 2024, https://www.state.gov/re-
ports/2024-investment-climate-statements/dominican-republic. 

2	 Georg Neumann, “A Red Light for Corruption: How the Dominican Republic Is Using Open Data, Better Processes & Col-
laboration to Fight Corruption,” Open Contracting Partnership (blog), December 9, 2023, https://www.open-contracting.
org/2023/12/09/a-red-light-for-corruption-how-the-dominican-republic-is-using-open-data-better-processes-collaboration-
to-fight-corruption/.

3	 Fundación Microfinanzas BBVA, “Ley contra lavado de activos y financiamiento al terrorismo, Ley No. 155-17,” Revista Progre-
so (digital), 2017, https://www.fundacionmicrofinanzasbbva.org/revistaprogreso/ley-lavado-activos-financiamiento-al-terroris-
mo/.

4	 Neumann, “A Red Light for Corruption.” 
5	 Corruption Perceptions Index 2024: Dominican Republic, Transparency International, 2024, https://www.transparency.org/

en/cpi/2024/index/dom. 
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inviting travelers from Africa, Asia, and the Caribbean to enter 
visa free and transit toward the US border.29 The Daniel Ortega 
regime has further been linked to targeted harassment and 
even assassinations of dissidents abroad, including the 2025 
killing in Costa Rica of Roberto Samcam Ruiz, a retired Army 
major and government critic.30 

Similarly, the consolidation of Venezuela’s dictatorship has 
transformed the country into a hub for criminal organizations, 
including Colombian paramilitary groups and Tren de Aragua. 
The Nicolás Maduro regime has hosted the Wagner Group 
while continuing to rely on Russian military advisors, Iranian oil 
technicians, and Chinese surveillance systems to tighten inter-
nal control and repress dissent.31 Members of the regime have 
been linked to drug trafficking––most notably through the il-
licit military network Cartel de los Soles––and, in late 2024, 
Maduro threatened to invade neighboring Guyana.32

At the same time, external authoritarian powers—especially 
China—are expanding their footprints, particularly in “partly 
free” states where institutional checks are weak.33 China ex-
ploits governance gaps through surveillance technology, opa-
que infrastructure deals, and strategic investments in critical 
sectors—often at the expense of US influence and market 
access. Over the past decade, China invested $73 billion in 
Latin America’s raw materials sector, including refineries and 
processing plants for coal, lithium, copper, natural gas, oil, and 

29.	 Megan Janetsky, “Nicaragua Is ‘Weaponizing’ US-Bound Migrants as Haitians Pour In on Charter Flights, Observers Say,”  
Associated Press, October 24, 2023, https://apnews.com/article/cuba-nicaragua-migration-charter-flights-daniel-ortega-3abf2f-
c16e51e86eb8b25c913b8ec464. 

30.	 Frances Robles, “Refugees Worry: Is Nicaragua Assassinating Government Critics in Costa Rica?” New York Times, June 29, 2025, 
https://www.nytimes.com/2025/06/29/world/americas/costa-rica-nicaragua-ortega.html.

31.	 Moises Rendon and Claudia Fernandez, The Fabulous Five: How Foreign Actors Prop Up the Maduro Regime in Venezuela, 
Center for Strategic and International Studies, CSIS Brief, October 19, 2020, https://www.csis.org/analysis/fabulous-five-how-forei-
gn-actors-prop-maduro-regime-venezuela.

32.	 “Cartel de los Soles,” InSight Crime, May 14, 2022, https://insightcrime.org/es/noticias-crimen-organizado-venezuela/cartel-de-los-
soles-perfil/.

33.	 Diana Roy, “China’s Growing Influence in Latin America,” Council on Foreign Relations, last updated June 6, 2025, https://www.cfr.
org/backgrounder/china-influence-latin-america-argentina-brazil-venezuela-security-energy-bri#chapter-title-0-6.

34.	 “Investing in Latin America,” USC U.S.-China Institute, August 27, 2020, https://china.usc.edu/investing-latin-america. 
35.	 Marco Aquino, “Chinese Peru Energy Deal Risks Monopoly, Industry Group Says,” Reuters, April 11, 2023, https://www.reuters.com/

business/energy/chinese-peru-energy-deal-risks-monopoly-industry-group-says-2023-04-11/.
36.	 Noah Berman, Lindsay Maizland, and Andrew Chatzky, “Is China’s Huawei a Threat to U.S. National Security?” Council on Foreign 

Relations, last updated February 8, 2023, https://www.cfr.org/backgrounder/chinas-huawei-threat-us-national-security.

uranium.34 In Peru, Chinese firms paid $3 billion to acquire two 
major electricity suppliers, giving them what experts describe 
as near-monopoly control over the country’s power distribu-
tion and edging out competitors.35 Beijing also provides critical 
technology to regional authoritarian governments and at-risk 
democracies. In Bolivia, the government deployed Huawei’s 
“Safe Cities” surveillance systems, raising concerns about 
mass data collection, particularly during elections.36

These developments underscore the importance of counte-
ring authoritarianism in LAC as both a security and economic 
priority for the United States and the region. Betting on de-
mocratic renewal in Cuba, Nicaragua, and Venezuela is criti-
cal to restoring stability in the hemisphere. At the same time, 
it is equally important to strengthen “at-risk” democracies to 
prevent further backsliding. Targeted investments in political 
party development, anti-corruption reforms, and transparency 
measures can bolster resilience in these states and reduce 
the appeal of authoritarian alternatives. Pushing back against 
China’s growing economic and geopolitical influence in the 
hemisphere is also essential. By leveraging diplomatic and 
trade tools, the United States can position itself as a credible 
alternative to China—particularly by mobilizing investment, 
fostering public-private partnerships, and advancing gover-
nance reforms that strengthen transparency and accountabi-
lity. Doing so is vital for freedom and security in the region and 
creates opportunities for business and investment.

https://apnews.com/article/cuba-nicaragua-migration-charter-flights-daniel-ortega-3abf2fc16e51e86eb8b25c913b8ec464?utm_source=chatgpt.com
https://apnews.com/article/cuba-nicaragua-migration-charter-flights-daniel-ortega-3abf2fc16e51e86eb8b25c913b8ec464?utm_source=chatgpt.com
https://www.nytimes.com/2025/06/29/world/americas/costa-rica-nicaragua-ortega.html?utm_source=chatgpt.com
https://www.csis.org/analysis/fabulous-five-how-foreign-actors-prop-maduro-regime-venezuela?utm_source=chatgpt.com
https://www.csis.org/analysis/fabulous-five-how-foreign-actors-prop-maduro-regime-venezuela?utm_source=chatgpt.com
https://insightcrime.org/es/noticias-crimen-organizado-venezuela/cartel-de-los-soles-perfil/?utm_source=chatgpt.com
https://insightcrime.org/es/noticias-crimen-organizado-venezuela/cartel-de-los-soles-perfil/?utm_source=chatgpt.com
https://china.usc.edu/investing-latin-america?utm_source=chatgpt.com
https://www.reuters.com/business/energy/chinese-peru-energy-deal-risks-monopoly-industry-group-says-2023-04-11/?utm_source=chatgpt.com
https://www.reuters.com/business/energy/chinese-peru-energy-deal-risks-monopoly-industry-group-says-2023-04-11/?utm_source=chatgpt.com
https://www.cfr.org/backgrounder/chinas-huawei-threat-us-national-security?utm_source=chatgpt.com
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Under President Rafael Correa, Ecuador—alongside Bolivia’s Evo Morales and Venezuela’s Hugo Chávez—pursued closer ties 
with foreign authoritarian powers, betting heavily on Chinese financing and infrastructure. A centerpiece of this strategy was 
the $2.7 billion Coca Codo Sinclair hydroelectric project, awarded under opaque terms to Chinese firms, primarily Sinohydro, 
as part of an $11 billion package of oil-backed loans and infrastructure deals.1

The project soon became a symbol of the risks of such arrangements. The dam has been plagued by structural flaws, 
including more than seventeen thousand cracks, severe environmental damage, and corruption allegations implicating senior 
officials.2 State agencies attempted to downplay or conceal the problems, but by 2024 the facility had ceased functioning 
altogether.3 Experts estimated that repairing the damage could cost tens of millions of dollars, erasing much of the project’s 
intended economic benefit.4

Beyond its technical failures, Coca Codo Sinclair left Ecuador financially vulnerable. In 2022, the government was forced into 
arbitration and subsequently renegotiated more than $4 billion in debt with Beijing, further compromising its fiscal position 
and weakening investor confidence.5 The episode illustrates how opaque partnerships with authoritarian powers can 
undermine democratic accountability and damage economic stability. 

1	 “Ecuador: Contraloría halla fallas en la construcción de represa Coca Codo Sinclair, de Sinohydro,” Business & Human Rights 
Resource Centre, February 28, 2019, https://www.business-humanrights.org/en/latest-news/ecuador-contralor%C3%ADa-
halla-fallas-en-la-construcci%C3%B3n-de-represa-coca-codo-sinclair-de-sinohydro/.

2	 Freedom in the World 2024: Ecuador, Freedom House, 2024, https://freedomhouse.org/country/ecuador/freedom-wor-
ld/2024.

3	 Yalilé Loaiza, “La hidroeléctrica china de Ecuador dejó de generar energía,” Infobae, May 23, 2024, https://www.infobae.
com/america/america-latina/2024/05/23/la-hidoelectrica-china-de-ecuador-dejo-de-generar-energia/.

4	 Néstor Aguilera, “Controversy in Ecuador’s Largest China-Built Infrastructure Project,” VOA News, n.d., https://projects.
voanews.com/china/global-footprint/english/projects/infrastructure/controversy-in-ecuadors-largest-china-built-infrastruc-
ture-project.html, accessed October 25, 2025.

5	 Augusto de la Torre, Margaret Myers, and Steven Holmes, “On the Ecuador-China Debt Deal: Q&A with Augusto de la 
Torre,” Inter-American Dialogue, September 23, 2022, https://thedialogue.org/analysis/on-the-ecuador-china-debt-deal-qa-
with-augusto-de-la-torre.
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Recommendations

Insecurity, weak rule of law, and authoritarianism represent 
growing threats to freedom and prosperity in the Western 
Hemisphere. As outlined above, TOC, entrenched corruption, 
and authoritarian regimes impose heavy economic costs on 
LAC and undermine democratic governance. At the same time, 
these forces drive mass migration, placing immense strain on 
transit and destination countries. Tackling these challenges is 
a strategic win-win: It can enhance US security and economic 
interests while advancing stability and prosperity in the region.

As the United States reassesses its foreign policy and 
democracy assistance strategy in LAC, it should make use 
of its full range of diplomatic, security, trade, and investment 
mechanisms—including targeted democracy assistance—to 
address these challenges. 

1. Move beyond grants to expand the toolkit

The proposed shift toward an investment- and trade-driven fo-
reign policy can go hand-in-hand with democracy assistance 
and reform. The United States can mobilize financial and diplo-
matic tools to expand investment as an alternative to Chinese 
influence, while incentivizing governance, transparency, and 
accountability reforms that strengthen the region’s resilience 
against the challenges outlined above.

•	 Leverage the US International Development Finance 
Corporation (DFC) to provide an alternative to Chinese 
financing and invest in projects that strengthen demo-
cratic resilience through economic modernization, 
digitalization, and high-quality infrastructure—parti-
cularly in areas vulnerable to authoritarian influence. 
As Congress prepares to revisit the DFC’s authorizing 
legislation, it should ensure the agency has long-term 
funding to deploy its range of tools—including debt 
financing, equity investments, and political risk insu-
rance—across the region.37 

•	 Work with Congress to pass the Americas Act to 
establish regional trade, investment, and people-
to-people partnerships with like-minded nations, 
fostering long-term private sector development. 
Use this framework to advance transparency 

37.	 Enrique Millán-Mejía and Martin Cassinelli, Why Congress Must Reauthorize the US Development Finance Corporation, Atlan-
tic Council, June 9, 2025, https://www.atlanticcouncil.org/in-depth-research-reports/issue-brief/why-congress-must-reautho-
rize-the-us-development-finance-corporation/.

and institutional autonomy reforms—particularly 
through the proposed Americas Institute for Digital 
Governance and Transnational Criminal Investigative 
Units—to ensure partner countries strengthen anti-
corruption prevention, detection, and prosecution.

•	 Use regional forums—such as the Summit of the 
Americas—to advocate for governance, security, 
transparency, and accountability reforms to 
strengthen the resilience of democratic allies and 
counter authoritarian regimes. The United States 
should link political reform benchmarks to investment 
incentives, offering “carrots” for change through 
regional development commitments. 

2. Ensure democracy assistance makes business 
sense

A safer and more democratic Western Hemisphere directly 
benefits economic development and business. The United 
States should position its domestic and the Latin American 
private sectors as active partners in strengthening democratic 
resilience, not just as passive beneficiaries of stability.

•	 Revive and operationalize America Crece to incen-
tivize and promote reform-linked investments, in-
frastructure projects, and job creation across the re-
gion to counter Chinese influence and advance US 
interests while bolstering political will through the 
DFC. Participation should be tied to clear benchmarks 
on transparency, labor rights, and legal predictability.

•	 Forge public-private partnerships that co-finance civic 
education, anti-corruption initiatives, and local deve-
lopment projects, particularly in high-risk areas vulne-
rable to TOC recruitment and migration.

•	 Mobilize Latin America’s business elites—among the 
greatest beneficiaries of economic and democratic 
collaboration with the United States—to push for 
and co-fund democracy and governance programs 
in their home countries. Leading companies, 
philanthropic foundations, and chambers of 
commerce should be engaged as active partners in 
advancing reforms.

https://www.atlanticcouncil.org/in-depth-research-reports/issue-brief/why-congress-must-reauthorize-the-us-development-finance-corporation/
https://www.atlanticcouncil.org/in-depth-research-reports/issue-brief/why-congress-must-reauthorize-the-us-development-finance-corporation/
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•	 Strengthen and engage with regional initiatives 
like the Alliance for Development in Democracy—
championed by Costa Rica, Panama, the Dominican 
Republic, and Ecuador—that integrate the private 
sector into democratic reform and good governance 
agendas.

3. Deploy whole-of-government tools

While the State Department plays a central role in US demo-
cracy assistance, the scale and interconnected nature of the 
region’s challenges—spanning security, rule of law, and autho-
ritarian influence—demand a coordinated, whole-of-govern-
ment approach.

•	 Leverage the Pentagon’s Defense Institution Building 
program to strengthen law enforcement reform, 
bolster rule-of-law resilience, and build institutional 
capacity to counter transnational crime and human 
trafficking.

•	 Provide technical assistance and legal expertise 
through the Department of Justice, Drug Enforcement 
Administration, and Bureau of International Narcotics 
and Law Enforcement Affairs to help countries develop 
national frameworks that protect transparency, law 
enforcement, and sovereignty in investment decisions.

•	 Double down on rule-of-law reforms and projects, 
particularly those targeting organized crime and cor-
ruption. Support vetted law enforcement units, inde-
pendent anti-corruption actors, and judicial reform 
initiatives through US, private sector, and multilateral 
funding channels, including the Organization of Ame-
rican States, the Inter-American Development Bank, 
and the Open Government Partnership. 

•	 Protect the key pillars of democratic institutions from 
co-optation by TOC, kleptocratic, or authoritarian ac-
tors. This must include courts, election management 
bodies, political parties, and critical government agen-
cies such as those overseeing infrastructure, develop-
ment, procurement, and public prosecution. Empha-
sis should be placed on institutional independence, 
combating and preventing corruption, and ensuring 
sustainable financing to strengthen resilience.

•	 Apply targeted sanctions, Global Magnitsky mea-
sures, and trade conditionality to dismantle klepto-
cratic networks, prosecute corrupt actors, and reward 
credible reformers.

•	 Advocate for and support the implementation of glo-
bal security and anti-corruption standards—including 
recommendations from the Financial Action Task 
Force and its LAC branch, GAFILAT (Grupo de Acción 
Financiera de Latinoamérica), on money laundering, 
organized crime, and illicit finance—to disrupt TOC 
and kleptocratic funding networks while fostering 
safer and more competitive business environments.

4. Scale the power of local networks

Regional local actors—both within and outside of govern-
ment—are often the most credible and resilient defenders of 
democratic governance. The United States should deepen its 
engagement with these networks while identifying and em-
powering new partners.

•	 Partner with trusted community institutions—including 
religious organizations, civic leaders, businesses, and 
grassroots groups—on programs that prevent gang 
recruitment, reduce crime, and promote integrity in 
high-risk areas.

•	 Strengthen governance mechanisms to build sustai-
nable local capacity to counter corruption and trans-
national organized crime.

•	 Expand the partner ecosystem to include diaspora 
networks and local community groups, leveraging 
their resources, expertise, and transnational connec-
tions to reinforce democratic resilience.

5. Push back on regional and external authoritarian 
influence 

Bipartisan US support for organized opposition in Cuba, Nica-
ragua, and Venezuela has been a cornerstone of regional de-
mocracy policy and should be sustained and expanded. At the 
same time, Washington should back democratic movements 
and reformers across the hemisphere where authoritarian in-
fluence is taking hold.

•	 Sustain support for dissidents and democratic move-
ments in Cuba, Nicaragua, and Venezuela to prepare 
the ground for eventual political transitions.

•	 Invest in independent media.  

•	 Support the next generation of democratic leaders 
through fellowships, trainings, and political party 
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development, prioritizing authoritarian and high-risk 
states.

•	 Collaborate with electoral commissions, legislatures, 
and political parties with an emphasis on internal de-
mocracy, campaign transparency, and long-term insti-
tutionalization.

•	 Assist governments in auditing and renegotiating 
opaque infrastructure or digital agreements—particu-
larly those with authoritarian powers—that undermine 
sovereignty, transparency, and public accountability.

The recommendations offered here provide a roadmap to 
confront the region’s most pressing security and prosperity 
threats by pairing diplomacy, trade, and investment tools with 

targeted democracy support. By leveraging the United States’ 
entrepreneurial capacity and its ability to mobilize multinational 
and public-private partnerships, reforms can be made more 
attractive, sustainable, and impactful. This is not charity—it is a 
strategic investment that advances both US and LAC interests.

At relatively low cost, democracy assistance strengthens go-
vernance and open markets in ways that directly serve US se-
curity and economic priorities. It helps dismantle transnational 
criminal organizations, kleptocratic networks, and corruption, 
while countering the growing influence of authoritarian re-
gimes inside and outside the region. These efforts reduce the 
flow of illicit drugs and irregular migration, create more reliable 
markets for businesses, and build stronger partnerships with 
governments that share democratic values. The outcome is 
clear: a stronger, safer, and more prosperous hemisphere.
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