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I propose to use the Fulbright Scholar Program research grant to analyze the economic and social 

impact of the free trade zones created by Uruguay’s Free Trade Zone Legislation, passed on 

December 17, 1987 (Law 15.921). The establishment of free trade zones is a common, and 

controversial, private sector promotion policy used by governments the world over.  

In today’s globalized economy, a country’s international competitiveness is crucial for economic 

success and depends largely on a healthy private sector. The purpose of the free trade zones in 

Uruguay is, according to the law, to promote investments, exports, employment and international 

economic integration. Companies operating within these zones are almost entirely exempted 

from national taxation. Presumably, the Uruguayan government believes that establishing the 

free trade zones will entrench the country’s position in the global economy and the benefits 

derived, such as increased employment and export earnings, will contribute to the country’s 

welfare sufficiently to offset the forgone tax revenue. Determining whether or not this is true is 

the purpose of my research. I hope to answer questions such as: Do the zones actually increase 

investment, exports, and employment? Is the forgone tax revenue a fair trade-off for the 

economic growth catalyzed by the zones? Do the benefits of the economic development accrue 

to the poor and middle-class, or do they exacerbate socio-economic inequality?  

I will focus my analysis on Zonamerica, a free trade zone located in Montevideo, Uruguay, but 

will expand my analysis to include other free trade zones in Uruguay for a comparative 

perspective. I will undertake both quantitative (econometric) and qualitative analysis. My 

econometric analysis will analyze to what extent employment (dependent variable) has grown as 

a result of the establishment of the free trade zones (independent dummy variable). There are 19 

departments (states) in Uruguay and only 8 free trade zones; I plan to compare the change in 

employment in those departments that have a free trade zone with those that do not (panel data). 

I will analyze other dependent variables, such as level of exports, tax and tariff revenue, and 

income equality, to the extent that time and data permit. For guidance in my econometric 

analysis, I plan to work with an econometrics professor at the Universidad ORT in Montevideo. 

For qualitative analysis of the economic and social impact of the zones, I will conduct interviews 

with individuals in the private, governmental, and non-governmental sectors who are associated 

with the zones. For a robust understanding of the zones’ impacts, I will also interview citizens 

who live in the communities on the outskirts of the zones, generally of lower socioeconomic 

standing, and may have been affected positively, negatively, or not at all the policy. I will design 

questionnaires to give to people I interview that will assess the impact, and their perception of 

the impact, of the zones. To obtain these interviews, I will make use of Endeavor Uruguay’s 

network of contacts, one which spans the entire array of the private, governmental, and non-

governmental sectors in the country. 
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To lend context to themes of economic development and inequality, and to obtain further 

interview opportunities, I propose to engage with the Uruguayan community in a number of 

ways. I intend to volunteer with public medical clinics and poverty reduction programs. In this 

way I hope to develop connections with low and middle-class Uruguayans, the people with 

whose welfare promotion I am most concerned. I also hope to attend meetings of various 

chambers of commerce. The entrepreneur with whom I worked during my 10-week internship in 

Uruguay is the president of the automobile parts manufacturers’ chamber.  

As I graduate in May 2008, I propose to begin my analysis in the summer of 2008 and work on 

the project for 10 months. I am aware of the Fulbright Program’s preference for a project in 

Uruguay to start in the month of March. However, as my affiliated organization is a not-for-

profit, rather than an academic institution, the proposed timeframe suits both my schedule and 

the organization’s. I will be able to take advantage of Endeavor Uruguay’s relationship with 

Universidad ORT when the university is in session (8/2008 – 11/2008 and 3/2009 – 5/2009).  

Uruguay faces a unique set of economic development challenges: a small domestic market, a 

history of reliance on the public sector for employment and growth, staunch neighboring 

competitors in Brazil and Argentina that more easily attract foreign investment, and a history of 

reliance on low value-added primary products. With the chaos of the 2002 financial crisis behind 

it, Uruguay now looks to consistently and responsibly grow its economy. The country will play a 

key role in economic development of the region as the capital of Mercosur, an increasingly 

important and powerful regional trading block that includes Argentina and Brazil. In 2004 the 

country elected a socialist president, the first leftist to win the office in the country’s 170-year 

history. To date, the government has taken a pragmatic economic-policy approach and has 

attempted to maintain positive relationships with the United States as well as with regional 

economic powerhouses, such as Brazil and Venezuela. These circumstances make Uruguay an 

extremely rich environment for social and economic development research.  

I intend to document my research in a robust report of publishable quality. I hope to make its 

findings known by sharing it with governmental and non-governmental organizations, as well as 

the academic community, in both Uruguay and the United States. In carrying out this research 

project, I hope to further the understanding of the effect of economic policies in promoting 

development in a country with the economic and social profile described above. I hope to further 

the understanding of how the poor and socially excluded groups have been affected by such 

policies. My professional goal is to build a career in private sector economic development; this 

project will further cultivate the skills necessary for success in this field. Additionally, the results 

of this research project with make an important contribution to the academic debate about 

economic development. 


