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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: 6.0 million
GDP (PPP): $26.7 billion
5.2% growth in 2012
5-year compound annual growth 3.2%
$4,458 per capita
Unemployment: 7.8%
Inflation (CPI): 7.9%
FDI Inflow: $810.0 million
Public Debt: 52.1% of GDP
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N icaragua’s economic freedom score is 58.4, making its 
economy the 102nd freest in the 2014 Index. Its score is 1.8 

points better than last year, with significant improvements in 
investment freedom and the control of government spending 
offsetting declines in labor freedom and freedom from cor-
ruption. Nicaragua is ranked 18th out of 29 countries in the 
South and Central America/Caribbean region, and its overall 
score is below the world average.

Over the 20-year history of the Index, Nicaragua has advanced 
its economic freedom score by nearly 16 points, a top-20 
improvement facilitated especially by gains in the area of 
market openness as measured by trade freedom, investment 
freedom, and financial freedom. Scores for three of the 10 eco-
nomic freedoms, notably monetary freedom, have advanced 
by 20 points or more. Nicaragua reached its highest economic 
freedom score in 2006 and was rated “moderately free” dur-
ing most of the 2000s.

Since 2009, however, Nicaragua’s economy has fallen back to 
“mostly unfree.” Anti–free market policies are bolstered by 
economic and political populism that drives class warfare. 
Institutional weaknesses persist in protection of property 
rights and combating corruption.

BACKGROUND: Despite a constitutional prohibition, Sand-
inista President Daniel Ortega was re-elected in November 
2011. He is aligned with the Bolivarian Alliance for the Ameri-
cas (ALBA), an anti-American trade organization organized 
by Venezuela. Ortega has weathered domestic opposition due 
to economic assistance from Venezuela and a divided oppo-
sition. The Central America–Dominican Republic–United 
States Free Trade Agreement (CAFTA–DR) has helped to 
diversify the economy. Agricultural goods and textile produc-
tion account for 50 percent of exports. Nicaragua remains one 
of the least developed and poorest countries in the Americas. 
Much of the workforce is underemployed in the formal sec-
tor. The government has granted a Chinese company a con-
cession to begin construction of an Atlantic/Pacific canal in 
Nicaragua.
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THE TEN ECONOMIC FREEDOMS

Corruption cases against opposition figures and private entities appear to be politically moti-
vated. There are persistent concerns about the transparency of funds flowing to Nicaragua 
from the Venezuela-funded Bolivarian Alliance. The judicial system is not independent from 
political interference. Protection of private property rights is not enforced effectively, and con-
tracts are not always secure.

The entrepreneurial environment remains burdened by costly regulatory procedures. The 
minimum capital requirement for starting a business has been eliminated, but licensing costs 
still average over twice the level of average annual income. The non-salary cost of employing a 
worker is moderate, but regulations on work hours are restrictive. Substantial energy and cash 
subsidies from Venezuela distort domestic prices.

Nicaragua’s average tariff rate is 2.3 percent. There are no significant non-tariff barriers to 
trade. Foreign investors must contend with legal and regulatory systems that are affected by 
political connections. The financial sector is concentrated in urban areas and not fully devel-
oped. The small banking sector is highly dollarized and provides a limited range of financial 
services. The cost of long-term financing is high.

The top individual income and corporate tax rates are 30 percent. Other taxes include a value-
added tax (VAT) and a capital gains tax. The overall tax burden is 18.4 percent of gross national 
income. Government spending is 26 percent of GDP. Public debt has fallen to half the size of the 
domestic economy. The government still relies on development assistance, but donors with-
drew some support after flawed 2008 elections.
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