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  How Do We Measure Economic Freedom? 
See page 477 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2011 data unless otherwise noted.
Data compiled as of September 2012.

Quick Facts
population: 0.8 million
gdp (ppp): $2.2 billion
4.5% growth in 2011
5-year compound annual growth 4.8%
$2,642 per capita
unemployment: n/a
inflation (cpi): 5.1%
fdi inflow: $78.0 million
public debt: 55.5% of GDP
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D jibouti’s economic freedom score is 53.9, making its econ-
omy the 127th freest in the 2013 Index. Its overall score is 

the same as last year, with a notable improvement in the man-
agement of government spending offset by declines in five 
other economic freedoms including freedom from corruption. 
Djibouti is ranked 25th out of 46 countries in the Sub-Saharan 
Africa region.

Djibouti’s economy has demonstrated a high degree of resil-
ience against external shocks that include a severe drought 
and high commodity prices. The continuing pursuit of struc-
tural reforms has attracted additional foreign direct invest-
ment, and increased business activity, particularly in port 
operations and construction, has contributed to relatively 
high economic growth. Policies that aim to sustain open mar-
kets and enhance regulatory efficiency have evolved in a con-
structive way, and the financial sector has grown, with new 
banks operating.

Effective implementation of deeper institutional reforms will 
be critical to strengthening Djibouti’s foundations of econom-
ic freedom and sustaining dynamic economic growth. System-
ic weaknesses linger in the protection of property rights and 
the effective enforcement of anti-corruption measures. The 
judiciary remains vulnerable to political influence.

backgRound: President Ismael Omar Guelleh, whose 
multi-party, multi-ethnic coalition controls all levels of gov-
ernment, was re-elected by a wide margin in April 2011. Dji-
bouti is strategically located at the mouth of the Red Sea, and 
its economy is centered on port facilities, the railway, and 
French, Japanese, and American military facilities. Djibouti 
is an international partner in combating piracy in the Gulf 
of Aden. Services accounted for nearly 80 percent of GDP 
in 2007. The population is concentrated in the capital city, 
although a minority remain nomadic desert dwellers. Food 
prices stabilized somewhat in 2012 but remain very high, con-
suming about 75 percent of the budgets of poorer households. 
Djibouti depends heavily on food imports (the staple food, 
wheat, is almost entirely imported), and price trends largely 
reflect international commodity prices.
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THE TEN ECONOMIC FREEDOMS

Protection of private property is weak. Courts are frequently overburdened, and the enforce-
ment of contracts can be time-consuming. Trials and judicial proceedings are subject to cor-
ruption. Political manipulation undermines the judicial system’s credibility. Power is heavily 
concentrated in the hands of the president and first lady, and key positions in government have 
been given to their relatives and close associates.

The commercial code has been revised, including finalization of new bankruptcy laws. Admin-
istrative procedures have been streamlined, and the cost of launching a business has been 
reduced. The minimum capital requirement to start a company remains high. Recent labor-
market reform measures have not been fully enforced in practice. Inflationary pressures con-
tinue, with a range of goods and services subject to government price controls.

Djibouti’s trade-weighted average tariff rate is quite high at 15.2 percent, and non-tariff barriers 
further constrain trade flows. Although no major laws discriminate against foreign investment, 
the investment regime lacks transparency and still hinders dynamic growth. The financial sec-
tor is generating an increasing share of GDP. Despite establishment of new banks, the sector 
remains dominated by the two main banks.

The top income tax rate is 30 percent, and the top corporate tax rate is 25 percent. Other taxes 
include a property tax and an excise tax. The overall tax burden is equal to 23.2 percent of total 
domestic income. Government spending has fallen to 41.3 percent of total domestic output. 
Public debt has been reduced to below 60 percent of GDP, but the latest budget was slightly in 
deficit.
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