
 

Seven reasons that explain the exodus of multinational 

companies from Argentina 

The Eli Lilly laboratory and the oil company Sinopec joined the list of companies that 

left the country in recent days; the lack of profitability, operational obstacles and the 

bad business climate are some of the causes of this setback. 

With the appreciation of the dollar or price controls that do not work, the exit of 

companies is heading to become a new classic of the Argentine economy. In recent 

weeks, US laboratory Eli Lilly and Chinese oil company Sinopec have joined the 

growing list of multinationals that have announced their decision to withdraw from the 

local market. In the pandemic, there are already two dozen international companies 

that have completed or are in the process of divestment in Argentina. The list ranges 

from well-known brands to the public, such as Falabella, Latam and Walmart, to others 

of lesser visibility, such as cell phone maker Brightstar or auto parts company Axalta. 

And there is no single motive behind these decisions. 

Below are the seven reasons that explain the departure of international companies 

from the Argentine market. 

1. Lack of profitability 

If there is one thing that entrepreneurs complain about, it is that investing in Argentina 

is an increasingly difficult business, regardless of the sector or market it targets. 

“The problem in the Argentine market is that multinationals do not close the 

effort/benefit equation that acting here implies. Argentina is increasingly complex and 

even cruel for investors, and when you look at the numbers from the outside, it ends 

up being seen as an irrelevant market, which generates a lot of headaches and leaves 

few dollars”, he explains a consumer specialist. 

The idea that making money in Argentina is an increasingly impossible mission 

explains that, when a multinational makes an analysis of what its priority markets are, 

our country always appears at the bottom of the list. A good example is that of 

Frenchwoman Danone. 

The company arrived in the country in the 90's and a year ago the head office in Paris 

announced a global restructuring plan that includes divestments in several countries. 

Among the subsidiaries whose continuity is under “strategic review” are the assets in 

Argentina, which include the Villavicencio and Villa del Sur brands of mineral water, 

yogurts and cheeses. 

 



 

Argentina is part of this strategy”, informed the company's statement. In a low 

voice, at Danone Argentina, they acknowledge that they have accumulated three 

years of million-dollar losses due to the combination of the economic crisis and 

changes in consumption habits and highlight that these losses are covered with 

resources in dollars from the parent company. 

“For most companies that are headquartered abroad, Argentina is a market that 

has ceased to be interesting for several years and that, with consumption that 

continues to fall, today represents a very small business that generates very big 

problems,” he said. Business Analytics Consulting 

2. Bad business climate 

Argentina has not only accumulated years of recession and declining activity, but 

it also shows no signs that prospects will change drastically in the short term. 

“Uncertainty for all investments dates back to 2012 and, in part, comes from the 

fact that there is no consensus on where the country should go and whether the 

economy will grow via exports or bet on the domestic market. And the lack of a 

development strategy makes the Argentine economy start to be more and more 

expulsive”, explains the chief economist of Ecolatina consultancy. 

3. Unlimited tax pressure 

When it comes to understanding why the Argentine market is not a business, 

entrepreneurs highlight the high tax pressure and the highest operating costs in 

the country. 

“Today, the tax burden in Argentina is, on average, ten points above that of 

countries in the region, except for Brazil, which is at similar levels, but is now 

discussing a downward tax reform. And that's just talking about the national tax 

system, which has the advantage of being expensive but predictable. Then there 

is the whole world of the unpredictable, in which there are provincial taxes, such 

as Gross Income, and municipal taxes, which are characterized by the lack of 

clear rules of the game”, explained the tax specialist. 

In multinationals, moreover, they emphasize that this tax pressure is not even for 

all companies. And in many cases, they complain that with a shadow economy 

that represents 40% or more of the activity, it is very difficult to compete. 

In addition, tax pressure is becoming ever greater, as updating mechanisms, 

such as monetary correction of balance sheets, are not allowed. The result is that 

companies are having greater tax pressure, as their balance sheets are 

practically not adjusted for inflation, which makes the payment of profits exceed 

35% as required by law, since company costs are falling. historical costs and their 

sales at present value. 

 



 

4. Operational obstacles 

When Falabella announced the sale of all its assets in Argentina a year ago, the 

Chilean capital company justified the decision in the pandemic, which accelerated 

"the retail digitization process and affected its results". This pandemic effect, 

however, was only felt in the local market. Falabella maintains its operations 

directly in Chile, Peru, Colombia, Brazil, Uruguay and Mexico, and the reason for 

its departure from the country must be in its business model. To contain the 

outflow of dollars, the Argentine government recently decided to tighten import 

stocks, making it difficult for importing companies to access the dollar at the 

official exchange rate. Falabella's main business, department stores, basically 

worked with imported goods, which the company trades globally and then 

distributes among its various subsidiaries in the region. 

Falabella's case is emblematic because of its high dependence on imports, but 

with nuances, the obstacles to operating in Argentina are also felt by 

multinationals in almost all sectors, especially when it comes to transferring 

dividends abroad. An additional problem in Argentina is that when a company is 

profitable, the earnings in financial dollars are very small. Any company that is 

profitable has to translate it into MEP or CCL dollars, with which the market 

becomes less and less attractive. 

5. No financing 

When it comes to investing, financing is critical. What seems an obvious truth, in 

Argentina it becomes a point to be taken into consideration, as the "stocks" 

(exchange control) end up having as an inevitable consequence not only the 

containment of the outflow of dollars, but also the inflow . 

An example of this "unwanted" effect of actions is that of Chinese oil company 

Sinopec. In 2011, the Chinese landed in Argentina with the purchase of the local 

assets of the American Oxy for US$ 2.45 billion. And earlier this month, it 

announced that it had made an agreement with the General Fuel Company, of 

the Eurnekian family, to leave Santa Cruz for a much smaller amount (in the 

market they say that the Chinese took less than half of what they invested). How 

do you explain such a bad deal? The report they made at Sinopec is that the 

conditions in the Argentine market - with the problems that drag the 

macroeconomy, to which is added the union factor that has a high incidence in 

the south - was not worth bringing in more dollars to continue investing. 

The issue that the only buyers that appear on the market when a multinational 

puts the "for sale" sign for its local subsidiary are Argentine businessmen, is no 

less. From the cell phone maker Brightstar - which ended up in the hands of 

Mirgor, of the Caputo family - to Walmart Argentina, which was acquired by 

Francisco de Narváez and which in the coming weeks will change its name for a 

local brand (Changomás is the main candidate), it is clear that despite the dollar 

prices of the auctions with which Argentine assets are offered, there are no 

foreigners who dare to come to the country. 



 

6. Pandemic effect 

As if the Argentine economy were not without its problems, the pandemic also 

played a decisive role in this process of exodus of multinational companies. As 

expected, the Covid effect was felt especially strongly in the sectors most affected 

by the pandemic, starting with tourism and the aviation industry. 

The Chamber of Airline Companies of Argentina released a statement last week, 

in which it asked for the entry of international passengers to be more flexible and 

recalls that, so far, four airlines have already withdrawn from the country and 

today there, nine have suspended their operations due to border closures. 

The companies that left are Latam Argentina, Qatar, Air New Zealand and 

Norwegian, and those that suspended are Cubana de Aviación, Emirates, 

Ethiopian, Alitalia, Air Canada, Sky, Gol, Azul and British. 

 

7. Regional divestment 

In many cases, regional factors weigh behind a divestment. In other words, they 

are companies that not only leave Argentina, but also leave the entire region in 

search of more attractive or profitable destinations. The last case is that of the 

American laboratory Eli Lilly, which, surprisingly, announced last week the closing 

of its direct operations in the country and the transfer of the management of its 

brands - such as Prozac and Cialis - to the national Raffo laboratory. Eli Lilly's 

exit is regional and includes its exit from Chile, Peru, Ecuador and Central 

America. 

The pandemic explains an anti-globalization process and there are many 

multinationals that are redefining their international strategy to focus on the main 

markets, which ends up affecting not only Argentina, but the entire region", 

explained one of the funds that was more active when we looked at companies 

that are for sale. 
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