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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: 3.4 million
GDP (PPP): $53.8 billion
3.8% growth in 2012
5-year compound annual growth 5.6%
$15,911 per capita
Unemployment: 6.1%
Inflation (CPI): 8.1%
FDI Inflow: $2.7 billion
Public Debt: 53.7% of GDP
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Uruguay’s economic freedom score is 69.3, making its econ-
omy the 38th freest in the 2014 Index. Its score is 0.4 point 

lower than last year, with declines in fiscal freedom, labor 
freedom, monetary freedom, and trade freedom outweighing 
improvements in freedom from corruption, business free-
dom, and investment freedom. Uruguay is ranked 5th out of 
29 countries in the South and Central America/Caribbean 
region, and its overall score is above the world average.

Over the 20-year history of the Index, Uruguay has advanced 
its economic freedom score by over 6 points. Improvements 
in six of the 10 economic freedoms include gains in business 
freedom, investment freedom, trade freedom, monetary free-
dom, and rule of law as measured by property rights and free-
dom from corruption, scores for which have improved by 20 
points.

Uruguay typically has been ranked near the upper boundary of 
the “moderately free” category. Government policies promote 
engagement in global trade and investment, and the private 
sector contributes to economic growth to an enhanced degree. 
However, state interference in the financial sector and other 
areas still constrains development of more dynamic growth.

BACKGROUND: Former guerrilla Jose Mujica was elected 
president of Uruguay in 2009. After strong growth in 2010 and 
2011, the economy has slowed. State involvement in the econ-
omy is substantial, and deregulation is needed in telecommu-
nications, energy, and public utilities. Crime and violence are 
increasing, and drug trafficking is a problem in urban areas. 
Uruguay is a founding member of MERCOSUR and signed 
a Trade and Investment Framework Agreement with the 
United States in 2007. The economy is still based largely on 
exports of commodities like milk, beef, rice, and wool. Uru-
guay offers excellent banking services, including branches of 
some of the world’s largest banks, but an information-sharing 
agreement with Argentina has reduced consumer confidence 
in the country as a safe haven for assets.
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THE TEN ECONOMIC FREEDOMS

Uruguay is one of Latin America’s least corrupt countries. A Transparency Law criminalizes 
a broad range of potential abuses of power by officeholders, including the laundering of funds 
related to public corruption cases. The judiciary is relatively independent, but the court sys-
tem remains severely backlogged. Private property is generally secure, and expropriation is 
unlikely. Contracts are enforced, and regulations protect IPR.

The top individual income tax rate is 30 percent, and the top corporate tax rate is 25 percent. 
Other taxes include a value-added tax (VAT) and a capital gains tax. Overall tax revenue con-
stitutes 27.2 percent of the economy. Public expenditures are equivalent to one-third of the 
domestic economy. Government debt is 54 percent of GDP. Regional drought has pushed up 
energy costs, widening the budget deficit.

It takes five procedures and seven days to incorporate a business, and no minimum capital 
is required. The cost of completing licensing requirements is about half the level of average 
annual income. The non-salary cost of employing a worker is low, but restrictions on work 
hours are not flexible. The government shut down the state-owned oil refinery in 2011, but 
subsidies to the state-owned electricity company increased in 2012.

Uruguay’s average tariff rate is 3.8 percent. Some imports require licenses. Foreign investors 
are treated the same as domestic investors under the law, and there generally are no ownership 
limits. The financial sector continues to evolve, but the government remains heavily involved 
through ownership and allocation of credit. Capital markets are underdeveloped and concen-
trate on government debt.
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