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  How Do We Measure Economic Freedom? 
See page 471 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2012 data unless otherwise noted.
Data compiled as of September 2013.

Quick Facts
Population: 15.2 million
GDP (PPP): $153.2 billion
5.0% growth in 2012
5-year compound annual growth 4.7%
$10,056 per capita
Unemployment: 5.3%
Inflation (CPI): 5.1%
FDI Inflow: $586.5 million
Public Debt: 18.6% of GDP
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Ecuador’s economic freedom score is 48.0, making its econo-
my the 159th freest in the 2014 Index. Its overall score is 1.1 

points higher than last year, with deteriorations in the manage-
ment of government spending and freedom from corruption 
offset by improvements in investment freedom, trade freedom, 
and labor freedom. Ecuador is ranked 26th out of 29 countries 
in the South and Central America/Caribbean region, and its 
overall score is far below the world and regional averages.

Over the 20-year history of the Index, Ecuador’s economic 
freedom has fallen nearly 10 points, the fifth largest drop of any 
country. Investment freedom, government spending, and prop-
erty rights have deteriorated 30 points or more. Ecuador’s eco-
nomic freedom rose to “moderately free” during the second half 
of the 1990s but has fallen steadily since then. Over the past five 
years, Ecuador has been downgraded to a “repressed” economy.

Ecuador continues to lag notably in promoting the rule of law 
and strengthening the legal framework. The judicial system 
remains vulnerable to political interference, with corruption 
further exacerbating institutional shortcomings. Expansion-
ary public spending threatens fiscal sustainability.

BACKGROUND: President Rafael Correa, re-elected in 2013 for 
the third time, wants to return to international credit markets 
in 2014 for the first time since Ecuador’s $3.2 billion default in 
2008 but first will have to negotiate a deal with creditors who 
in 2009 rejected terms of the country’s debt swap. Constitu-
tional amendments passed in 2011 increased Correa’s control 
of the media and the judicial system. He has also worked to 
undercut the Inter-American Human Rights Commission. 
Ecuador is part of the ALBA group, led by socialist Venezuela, 
and has strengthened its relations with Iran. Oil revenues and 
borrowing from China have counterbalanced declining for-
eign investment from the West and continued capital flight. 
Economic growth has moderated significantly. Ecuador is the 
world’s largest banana exporter and has important petroleum 
reserves. Correa has stiffened contract terms with foreign oil 
producers and advanced resource nationalism. Approximately 
one-third of the population lives below the poverty line.

World Rank: 159 Regional Rank: 26
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THE TEN ECONOMIC FREEDOMS

Ecuador has long suffered from political instability and corruption. The weak and politicized 
judiciary and lack of investigative capacity in government oversight agencies contribute to an 
atmosphere of impunity. Illicit payments for official favors and theft of public funds report-
edly take place frequently. Expropriation is a problem, and the government is constitutionally 
empowered to control strategic sectors such as natural resources.

Despite ongoing reform efforts, the overall regulatory environment remains burdensome. 
Starting a business takes almost two months, but the cost of obtaining necessary permits has 
been reduced to about half of the level of average annual income. Lack of flexibility in the labor 
market hinders job growth. Although dollarization produces a modicum of monetary stability, 
the state makes extensive use of subsidies and price controls.

Ecuador’s average tariff rate is 4.1 percent, and non-tariff barriers continue to interfere with 
trade. In 2012, the International Centre for Settlement of Investment Disputes (ICSID) hit 
Ecuador with the largest penalty in the ICSID’s history for expropriating property. Govern-
ment interference in the underdeveloped financial sector is growing, and state banks have 
become more dominant.

Ecuador’s top individual income tax rate is 35 percent. The top corporate tax rate has been 
reduced to 22 percent, and the special rate for reinvested profits remains at 15 percent. Other 
taxes include a value-added tax (VAT) and an inheritance tax. The overall tax burden is 17.6 
percent of GDP. Government spending has risen to 44 percent of GDP. Public debt is low, but 
the economy continues to suffer from a debt default in 2008.
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