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URUGUAY

BACKGROUND: Uruguay, Bolivia, and Paraguay were established in the 19th century as buffers between 
regional powers Brazil and Argentina. Public outrage at Marxist guerrilla violence in the 1960s facilitated 
a military takeover of the government in 1973. Civilian rule was restored in 1985. The center-left Frente 
Amplio Coalition’s election victory in 2004 ended 170 years of political dominance by the center-right 
Colorado and Blanco parties. President Tabaré Vázquez of the FAC will complete his second, nonconsecu-
tive five-year term in 2020. Pressures on government revenue have forced cuts in programs popular with 
his political base. The economy is still based largely on exports of such commodities as milk, beef, rice, and 
wool and has suffered from lower prices for those agricultural products.

U ruguay’s economic freedom score is 69.2, making its economy the 
38th freest in the 2018 Index. Its overall score has decreased by 0.5 

point, with lower scores for the fiscal health and property rights indi-
cators overwhelming improvements in labor freedom and government 
integrity. Uruguay is ranked 4th among 32 countries in the Americas 
region, and its overall score is above the regional and world averages.

Although economic growth in Uruguay recovered in 2017, the govern-
ment faces the need for fiscal consolidation following deterioration in 
the fiscal accounts from 2014–2016 and plans to make structural reforms 
to lessen the burden on the economy caused by an inflexible labor mar-
ket and high taxes. Uruguay’s economy stands out in the region because 
of its relative openness supported by a strong commitment to maintain-
ing the rule of law. Uruguay is considered Latin America’s least corrupt 
country, ahead even of Chile.

NOTABLE SUCCESSES:
Investment Freedom, Trade 

Freedom, and Tax Policy

CONCERNS:
Financial Freedom, Labor Freedom, 

and Judicial Effectiveness

OVERALL SCORE CHANGE 
SINCE 2014:

–0.1

POPULATION: 
3.5 million

GDP (PPP): 
$74.9 billion
1.4% growth in 2016
5-year compound 
annual growth 2.8%
$21,527 per capita

UNEMPLOYMENT: 
8.2%

INFLATION (CPI): 
9.6%

FDI INFLOW: 
$953.1 million

PUBLIC DEBT: 
60.9% of GDP
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30.085.080.470.764.474.4

71.168.678.071.667.069.3

(No change)(No change)(–0.2)(–0.6)(+1.5)(–0.4)

(–6.1)(–0.8)(+0.5)(+1.3)(+0.2)(–0.9)

Secured interests in property and contracts are 
recognized and enforced. Mortgages exist, and there 
is a recognized and reliable system for recording 
them. The judiciary is transparent and relatively 
independent, but the courts function slowly. The 
law provides criminal penalties for corruption by 
officials, and the government generally implements 
the law effectively.

The top individual income tax rate is 30 percent, 
and the top corporate tax rate is 25 percent. Other 
taxes include value-added and capital gains taxes. 
The overall tax burden equals 26.0 percent of 
total domestic income. Over the past three years, 
government spending has amounted to 32.4 percent 
of total output (GDP), and budget deficits have aver-
aged 3.7 percent of GDP. Public debt is equivalent to 
60.9 percent of GDP.

Uruguay’s stable democracy and transparent regu-
latory system are conducive to operating a business. 
The labor market functions relatively well, although 
there have been concerns recently about the quality 
of public education. Uruguay has eliminated most 
price controls, but the government continues to fix 
prices for electricity, fuels, and many other staples.

Trade is moderately important to Uruguay’s econ-
omy; the combined value of exports and imports 
equals 42 percent of GDP. The average applied tariff 
rate is 4.8 percent. Nontariff barriers impede some 
trade. Government policies do not significantly inter-
fere with foreign investment. The financial sector is 
evolving, but capital markets are underdeveloped 
and consist mostly of government debt. The state 
continues to influence the allocation of credit.
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