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How Do We Measure Economic Freedom? 
See page 457 for an explanation of the methodology or visit the Index Web site at heritage.org/index.
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Most free

Honduras

hOnDURAs

World Rank: 99	 Regional Rank: 20

Economic Freedom Score

58.3

honduras’s economic freedom score is 58.3, making its 
economy the 99th freest in the 2010 Index. Its overall 

score is 0.4 point lower than last year, partially reflecting 
lower scores in labor freedom and government spending. 
Honduras is ranked 20th out of 29 countries in the South 
and Central America/Caribbean region, and its overall 
score is lower than the world and regional averages.

Honduras’s overall economic freedom suffers greatly from 
pervasive corruption and the lack of institutional capacity 
to protect property rights. Coupled with ongoing political 
instability, corruption and the inefficiency of the judicial 
system have had far-reaching effects on the overall entre-
preneurial environment.

Honduras receives relatively high scores for trade freedom 
and fiscal freedom. It has benefited from freer trade, espe-
cially following the implementation of the Central America–
Dominican Republic–United States Free Trade Agreement 
(CAFTA) and other free trade agreements that have result-
ed in overall tariff reductions. These agreements have also 
helped to enhance the investment environment. Fiscal 
freedom is facilitated by moderate personal and corporate 
income tax rates and a moderate overall tax burden.

Background:	President Jose Manuel Zelaya Rosales, who 
supports closer ties with Venezuela and Cuba, was removed 
from office in 2009 following a constitutional dispute related 
to lifting the prohibition on presidential re-election. Hondu-
ras is one of Central America’s poorest countries; two-thirds 
of its people live below the poverty line, and unemploy-
ment is about 28 percent. Ongoing concerns include political 
instability, drug trafficking, violent crime, and youth gangs. 
The economy has diversified beyond traditional exports of 
coffee and bananas to include shrimp, melons, tourism, and 
textiles, but more than one-third of the labor force works 
in agriculture. The government has met targeted macroeco-
nomic objectives, is shedding debt under World Bank and 
International Monetary Fund initiatives, and hopes that 
CAFTA will expand trade and investment.

Quick Facts 
Population: 7.2 million

gdP	(PPP): $28.7 billion 
4.2% growth in 2008 
5.8% 5-year compound  
    annual growth 
$3,965 per capita

unemployment: 3.5% 
A substantial level of  
underemployment exists

Inflation	(cPI): 11.4%

FdI	Inflow: $877.0 million

World average

Least free

2008 data unless otherwise noted 
Data compiled as of September 2009 
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hOnDURAs’s tEn ECOnOMiC fREEDOMs

BUsinEss fREEDOM — 63
The overall freedom to conduct a business remains limited 
by Honduras’s regulatory environment. Starting a business 
takes slightly more than half the world average of 35 days. 
The entry cost of launching a business is high, and closing 
a business is relatively costly.

tRADE fREEDOM — 83.7
Honduras’s weighted average tariff rate was 3.2 percent in 
2008. Some import taxes, price bands for products, import 
restrictions, limitations on market access in the services sec-
tor, non-transparent government procurement, restrictive 
sanitary and phytosanitary regulations, weak enforcement 
of intellectual property rights, and subsidies add to the cost 
of trade. Ten points were deducted from Honduras’s trade 
freedom score to account for non-tariff barriers.

fisCAL fREEDOM — 84.7
Honduras has moderate tax rates. The top income and 
corporate tax rates are 25 percent. Other taxes include a 
5 percent social contribution tax, a capital gains tax, and 
a general sales tax (not applicable to food staples). In the 
most recent year, overall tax revenue as a percentage of 
GDP was 16.7 percent.

gOVERnMEnt sPEnDing — 73.5
Total government expenditures, including consump-
tion and transfer payments, are moderate. In the most 
recent year, government spending equaled 29.7 percent 
of GDP. Privatization of state-owned enterprises has been 
stagnant since 2000. The government holds monopo-
lies in many sectors including electricity, railways, and 
telecommunications.

MOnEtARY fREEDOM — 70.2
Inflation has been high, averaging 9.8 percent between 
2006 and 2008. The government regulates the prices of 
petroleum products, steel, pharmaceuticals, and services 
from state-owned utilities and can impose price controls 
on other goods and services as desired. Ten points were 
deducted from Honduras’s monetary freedom score to 
adjust for measures that distort domestic prices.

inVEstMEnt fREEDOM — 60
Foreign investment is generally accorded the same rights 
as domestic investment. Government authorization must 

be obtained to invest in basic health services, telecommuni-
cations, electricity, air transport, fishing, hunting and aqua-
culture, forestry, mining, large-scale agricultural, insurance 
and financial services, and private education services. For 
all investments, at least 90 percent of a company’s labor 
force must be Honduran, and at least 85 percent of the pay-
roll must be paid to Hondurans. Corruption, crime, red 
tape, inadequate infrastructure, and the lack of judicial 
security are deterrents to investment. Residents and non-
residents may hold foreign exchange accounts. Payments 
and transfers are not restricted, and few capital transac-
tions require approval. There is no foreign ownership of 
land within 40 kilometers of international borders and 
shorelines, although Honduran law now permits foreign 
individuals to purchase properties in designated “tourism 
zones.”

finAnCiAL fREEDOM — 60
Honduras’s financial system has undergone consolidation 
through mergers and closures. The banking sector has 
two state-owned banks and 17 commercial banks, 10 of 
which are majority foreign-owned. Honduras has few legal 
and regulatory barriers to entry in the banking sector, but 
most foreign banks’ participation has been at a regional 
level rather than a national level. Three foreign-bank rep-
resentative offices operate in Honduras, and they have 
a small client base. In recent years, the government has 
passed five banking reform laws aimed at strengthening 
the nation’s financial system. Capital markets are not fully 
developed, and the stock exchange (the Central American 
Stock Exchange) remains small.

PROPERtY Rights — 30
Protection of property is weak. The lack of judicial secu-
rity, a deteriorating security environment, and endemic 
corruption make it difficult to resolve business disputes. 
Expropriation of property is possible, and compensation, 
when awarded, is in 20-year government bonds. Honduran 
laws and practices regarding real estate differ substantially 
from those in more developed countries, and fraudulent 
deeds and titles are common. There is no title insurance 
in Honduras. In addition, the judicial system is weak and 
inefficient, often prolonging disputed cases for many years 
before resolution. Approximately 80 percent of the private-
ly held land in the country is untitled.

fREEDOM fROM CORRUPtiOn — 26
Corruption is perceived as pervasive. Honduras ranks 
126th out of 179 countries in Transparency International’s 
Corruption Perceptions Index for 2008. Corruption appears 
to be most pervasive in government procurement, govern-
ment permits, and land titling. Decades of cronyism, nepo-
tism, secrecy, and prevarication have removed the stigma 
that once attached to corruption.

LABOR fREEDOM — 31.6
Labor regulations are burdensome. The non-salary cost of 
employing a worker can be low, but dismissing an employ-
ee is costly. Regulations on work hours are not flexible.
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