Chapter1

Economic Freedom:
Global and Regional Patterns

Ambassador Terry Miller and Anthony B. Kim

ering 186 countries in six regions, finds

economic freedom advancing worldwide
despite challenging economic and political envi-
ronments. The global average economic freedom
score hasreached 60.3, the highest ever recorded
in the 20-year history of the Index. World eco-
nomic freedom has improved by 0.7 point from
last year and 2.7 points from 1995. Much of the
momentum toward greater freedom that had
been lost during the past five years has been
regained.

Of the 178 economies numerically graded in
the 2014 Index, six have earned the designation
of “free” with scores above 80. The next 28 coun-
tries, with scores between 70 and 80, are consid-
ered “mostly free.” These 34 economies sustain
and provide institutional environments in which
individuals and private enterprises enjoy a sub-
stantial degree of economic freedom in the pur-
suit of greater opportunity and prosperity.

The largest portion of the countries grad-
ed—117 economies—have freedom scores
between 50 and 70. Of those, 56 economies are
considered “moderately free” (scores of 60-70),
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and 61 are “mostly unfree” (scores of 50-60).
Twenty-seven countries have “repressed” econ-
omies with scores below 50.

Despite the global progress over the past two
decades, which occurred most dramatically in
the 10 years from 1998 to 2007, the number of
people living in economically “unfree” coun-
tries remains very high: 4.5 billion, or about 65
percent of the world’s population. The path to
prosperity for these individuals is very difficult
indeed. More than half of these people live in just
two countries, China and India, where advance-
ment toward greater economic freedom has
been patchy at best.

DIVERGING PATHS OF ECONOMIC
FREEDOM

The advancement of global economic free-
dom to its highest level in the 2014 Index is par-
ticularly welcome given that the notable upsurge
has been driven by developing and emerging
economies around the world.

e 114 countries, the majority of which are less
developed, contributed to the growth in eco-
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Global Average Economic Freedom
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nomic freedom over the past year; 43 coun-
tries, including Singapore, Sweden, Colombia,
Poland, Cape Verde, and Turkey, achieved
their highest economic freedom scores everin
the 2014 Index.

Score improvements in 17 countries, 16 of
which are less developed, were significant
enough to merit upgrades in the countries’
economic freedom status in the Index. Nota-
bly, Colombiabecame a “mostly free” economy
for the first time. Seven developing countries,
including the Philippines and Zambia, have
advanced into the ranks of the “moderately
free,” and eight countries have moved out of
the status of economically “repressed.”

e Declining economic freedom was reported in

59 countries, including nine advanced econo-
mies such as the United States, France, Spain,
and Cyprus. Four countries recorded no score
change.

Progress among the so-called BRIC nations
has stalled. Brazil plunged 14 places in the
rankings to 114th and is now rated “mostly
unfree” in the Index. The rankings of the other
BRIC countries—Russia, India, and China—
declined slightly to 140th, 120th, and 137th,
respectively.

Liberia and Sierra Leone, two post-conflict
countries, have moved up and are no longer
considered “repressed” economies. Notably,
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six of the 11 countries that recorded ranking
improvements of 10 places or more are from
the Sub-Saharan Africa region.

e Four emerging economies have achieved
notable score gains over the past five years:
Colombia, Poland, the United Arab Emirates,
and Indonesia. With a five-year cumulative
score increase of over five points, each of these
countries has recorded five years of sustained
growth in economic freedom, successfully nav-
igating the global economic uncertainty and
turning what could have been a setback into an
opportunity to upgrade its economic system.

e By sharp contrast, the United States has been
on the opposite path as the only country to
have recorded a loss of economic freedom for
seven straight years.

COMPOSITION OF THE WORLD'S
TOP 10 FREEST ECONOMIES

The top 10 freest economies make up a high-
performing group that has demonstrated per-
sistent commitment to the rule of law, limited
government, regulatory efficiency, and open mar-
kets through good times and bad. The 2014 Index
has recorded noticeable achievements and a few
realignments within this highly ranked group.

» Competitionforthe top spotin the Indexrank-
ings hasintensified. Hong Kong maintained its
status as the world’s freest economy, aremark-
able distinction that it has achieved for 20
consecutive years. Singapore, the second fre-
est economy, has closed the gap between itself
and Hong Kong to only 0.7 point, the second
narrowest difference in Index history.

e Australia, Switzerland, New Zealand, and Can-
adajoin Hong Kong and Singapore as the only
economies considered “free” with economic
freedom scores above 80 on the 0-to-100 Index
grading scale. Australia took third place, a
position it has held since 2009, while Switzer-
land has overtaken New Zealand and is now in
fourth place, its highest ranking ever. Canada
remains the world’s sixth freest economy for
the fourth year in a row.

e Chile (seventh) and Mauritius (eighth), two
small but reform-minded economies, are the

highest ranking developing countries in the
Index.

e In addition to Switzerland, two other Euro-
pean countries are listed in the top 10. Ireland
recorded a small score improvement, ending
a half-decade of declining economic free-
dom, and returned to the top 10 after a year’s
absence. Denmark earned designation as the
world’s 10th freest economy.

e With its economic freedom continuing to
decline, the United States is no longer one
of the world’s 10 freest economies Its score
plummeted sharply to 75.5, the second low-
est rating the country has ever recorded in
the 20-year history of the Index. With score
declines each year from 2008 until 2014, the
U.S. has dropped to 12th place, tying its lowest
ranking since the inception of the Index two
decades ago. Now considered only a “mostly
free” economy, the U.S. has earned the dubious
distinction of having recorded one of the lon-
gest sustained declines in economic freedom,
second only to Argentina, of any countryin the
history of the Index.

DETERIORATION OF THE RULE
OF LAW

In measuring economic freedom, the Index
analyzes countries’ commitment to the rule of
law, principles of limited government, regula-
tory efficiency, and open markets. Judged by
these standards, the global economy as a whole
has become “moderately free.” Scores improved
in eight of the 10 economic freedoms as summa-
rized in “The 10 Economic Freedoms: A Global
Look” on the next page. Investment freedom
has gained an impressive 3.3 points on average,
while labor freedom and government spending
scores were higher by an average of one point or
more. Average scores declined only in the area
of rule of law, with property rights and freedom
from corruption losing 0.3 point each.

WHY ECONOMIC FREEDOM
MATTERS: GLOBAL SNAPSHOTS

The Index results, when compared with data
measuring economic and social conditions in
countries around the world, provide strong
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The Ten Economic Freedoms: A Global Look

Score Changes
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Twelve countries’ property rights scores have declined, and some governments have sought
to justify expropriations and nationalizations on the basis of the ongoing economic turmoil.
The global average score for freedom from corruption continues to lag behind scores for other
components of economic freedom. Populations in some countries have responded to repres-
sive government economic policies with demonstrations that have sometimes turned violent.

GOVERNMENT Fiscal Freedom 77.3 I
SIZE Government Spending 62.7 I
0 20 40 60 80 100

The average top individual income tax rate for all countries is 28 percent, and the average top
corporate tax rate is 24.1 percent. The average overall tax burden as a percentage of GDP is
22.3 percent. The average level of government spending as a percentage of GDP is 34.2 per-
cent. The average level of gross public debt as a percentage of GDP in advanced economies has
reached over 70 percent.

REGULATORY Business Freedom 64.9
EFFICIENCY Labor Freedom 61.6 I —
Monetary Freedom 74.2 I
0 20 40 60 80 100

Many economies have continued to streamline and modernize their business frameworks.
Globally, starting a business takes seven procedures and 25 days, while completing licensing
requirements takes an average of 175 days. For the world as a whole, labor market reform has
progressed. The 2014 Index registered a continued improvement in monetary freedom as a
result of reduced inflationary pressures.

OPEN Trade Freedom 74.8 I
MARKETS Investment Freedom 55.5 I —
Financial Freedom 48.9 I
0 20 40 60 80 100

Global trade freedom is stuck in neutral. Although progress was uneven, investment freedom
advanced in the 2014 Index. Overall, the average financial freedom score remained essentially
unchanged from the previous year. Despite some progress toward stability, the global finan-
cial system has been under continuing strain and uncertainty, in large part because of the on-
going European sovereign debt turmoil.
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Economic Freedom and Prosperity

GDP per Capita, Measured by Purchasing Power Parity (PPP)
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evidence of the free-market system’s success in
promoting prosperity, human development, and
democratic governance. Key features of that sys-
tem, including private property rights, openness,
and flexibility, are virtually uncontested as desir-
able features of economic policy.

Improving Lives Around the Globe. There
are clear relationships between economic free-
dom and numerous positive economic and
social indicators, the most prominent being
the strong relationship between the level of
economic freedom and the level of prosperity
in a given country.

Economies rated “free” or “mostly free” in
the 2014 Index enjoy incomes that are more than
three times higher than average incomes in all
other countries and more than 10 times higher
than the incomes of “repressed” economies.
Economic freedom is key to enhancing overall
well-being, taking into account other factors

Overall Score in the 2014 Index of Economic Freedom

Sources: Terry Miller, Anthony B. Kim, and Kim R. Holmes, 2014 Index of Economic Freedom (Washington, D.C.: The
Heritage Foundation and Dow Jones & Company, Inc., 2014), http://www.heritage.org/index; and International
Monetary Fund, World Economic Outlook Databases, http://www.imf.org/external/ns/cs.aspx?id=28 (accessed
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such as health, education, security, and political
governance.

Greater economic freedom is strongly cor-
related with overall human development as
measured by the United Nations Human Devel-
opment Index, which measures life expectancy,
literacy, education, and the standard of living in
countries worldwide. The prosperity that flows
from economic freedom results in greater access
toeducation, reducedilliteracy,increased access
to higher-quality health care and food supplies,
and longer life expectancy. (See Chart 3.)

Debate over the complex interplay between
economic freedom and democracy or political
freedom has been renewed and intensified over
the past three years, particularly as the Middle
East and North Africa region has undergone a
challenging period, but the positive relationship
between the two is undeniable. By empowering
people to exercise greater control of their daily
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Economic Freedom and Human Development
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Heritage Foundation and Dow Jones & Company, Inc., 2014), http://www.heritage.org/index; and United Nations,
Human Development Programme, "Human Development Report 2013, http://hdr.undp.org/en/reports/global/
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Economic Freedom and Democratic Governance
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Overall Score in the 2014 Index of Economic Freedom

Sources: Terry Miller, Anthony B. Kim, and Kim R. Holmes, 2014 Index of Economic Freedom (Washington, D.C.: The
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lives, economic freedom ultimately nurtures
political reform as well by making it possible for
individuals to gain the economic resources nec-
essary to challenge entrenched interests or com-
pete for political power, thereby encouraging the
creation of more pluralistic societies (Chart 4).
Pursuit of greater economic freedom is thus
an important stepping stone to democracy. It
empowers the poor and builds the middle class.
Itis aphilosophy that encourages entrepreneur-
ship and disperses economic power and deci-
sion-making throughout an economy.
Promoting Innovation and Environmen-
tal Sustainability. Also notably, in countries
around the world, economic freedom has been
shown to increase countries’ capacity for inno-
vation and to improve overall environmental
performance as well. The positive link between
economic freedom and higher levels of innova-
tion ensures greater economic dynamism in cop-
ing with various developmental challenges, and
the most remarkable improvements in clean
energy use and energy efficiency over the past
decades have occurred not as a result of govern-

ment regulation, but rather because of advances
in economic freedom and freer trade that have
unleashed greater economic opportunity and
generated a virtuous cycle of investment, inno-
vation (including in greener technologies), and
dynamic economic growth (Charts 5 and 6).

REGIONAL RESULTS

Each of the six Index regions continues to be
represented by at least one country that ranks
among the top 20 freest economies in the 2014
Index. Half of the leading economies are from
Europe, led by Switzerland and Ireland. Five of
the top 20 performers are in the Asia-Pacific
region, with Taiwan further advancing within
the ranks of the economically “mostly free.”
Canada and the U.S. represent North America
among the top 20. The other regions are repre-
sented by one country each among the 20 freest
economies: Chile (South and Central America/
Caribbean); Mauritius (Sub-Saharan Africa);
and Bahrain (Middle East and North Africa).

While these countries differ greatly in their
histories, political systems, and economic pro-

Comparing Regional Average Scores to the Global Average

Above or Equal to Global Average

Middle | Southand
East/ Central Sub-
North North America/ Asia- Saharan | GLOBAL
America Africa | Caribbean | Pacific Africa | AVERAGE

Overall 59.7 58.5 54.6 60.3
Property Rights 40.0 38.2 30.5 43.1
Freedom from Corruption 38.3 35.8 29.3 40.3
Fiscal Freedom 75.3 773
Government Spending 62.7
Business Freedom 64.9
Labor Freedom 61.6
Monetary Freedom 74.2
Trade Freedom 74.8
Investment Freedom 55.5
Financial Freedom 48.9

Sources: Terry Miller, Anthony B. Kim, and Kim R. Holmes, 2074 Index of Economic Freedom (Washington, D.C.:
The Heritage Foundation and Dow Jones & Company, Inc., 2014), http://www.heritage.org/index.
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Economic Freedom and Innovation
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Sources: Terry Miller, Anthony B. Kim, and Kim R. Holmes, 2074 Index of Economic Freedom (Washington, D.C.: The
Heritage Foundation and Dow Jones & Company, Inc., 2014), http://www.heritage.org/index; and The Global Innovation
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Economic Freedom and the Environment
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Per Capita Income by Region

GDP per Capita (Purchasing Power Parity)
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files, they share key characteristics. These
top-performing economies in the Index are not
necessarily geographicallylarge or richly blessed
with natural resources. Many economies have
managed to expand opportunities for their citi-
zens by enhancing their economic dynamism
and vitality with high levels of economic freedom.

While the global average score for the 2014
Index has advanced notably, progress has not
been uniform across the regions. On aver-
age, economic freedom made no progress in
North America and actually declined in the
Middle East/North Africa region. In the other
four regions, economic freedom advanced. The
Asia—Pacific region achieved the largest score
improvement, with countries gaining slightly
over one point on average. Sub-Saharan Africa
gained the second most economic freedom on
average: 0.9 point. Europe and the South and
Central America/Caribbean region also record-
ed average score improvements of 0.5 point and
0.3 point, respectively.
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Sources: Terry Miller, Anthony B. Kim, and Kim R. Holmes, 2014 Index of Economic Freedom (Washington, D.C.:
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International Monetary Fund, World Economic Outlook Databases,
http://www.imf.org/external/ns/cs.aspx?id=28 (accessed November 13, 2013).
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Average levels of economic freedom vary
widely among the regions. North America and
Europe continue to record the highest aver-
age economic freedom scores among the six
regions: 74.1 and 67.1, respectively. Despite the
ongoing economic and political turmoil in some
countries in the Middle East and North Africa,
the region as a whole still achieved an average
economic freedom score above 60 due to high
levels of economic freedom in Bahrain, Qatar,
and the United Arab Emirates. Average eco-
nomic freedom scores in the South and Central
America/Caribbean region, the Asia-Pacific
region, and Sub-Saharan Africa continue to be
below 60.

Although levels of economic freedom vary
across the regions, the strongly positive rela-
tionship between economic freedom and
prosperity is apparent throughout the world:
In every region, per capita incomes are much
higher in countries that are economically free.
(See Chart 7.)
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NORTH AMERICA: AMERICA'S
STARTLING DECLINE

North America’s three countries have been
linked by aregional trade agreement, the North
American Free Trade Agreement (NAFTA),
since 1994. Over the past 20 years, NAFTA has
been a positive force, connecting more than
400 million people in an economic area with
about one-third of the world’s total GDP. The
region has long benefited from its openness to
international trade and investment. Although
it enjoys the highest degree of economic free-
dom among the six regions, it has undergone a
notable reordering in recent years: While Can-
adahas solidified its status as a “free” economy,
the U.S. and Mexico are seemingly stuck in the

Chapter1

“mostly free” and “moderately free” categories,
respectively.

The overall economic policy direction of
the United States in recent years has involved
substantial growth in the size and scope of gov-
ernment, accelerating the erosion of economic
freedom and contributing directly to America’s
fall from the top 10 freest economies. Specific
policies that have curtailed economic freedomin
the U.S. have entailed intrusive and costly regu-
lations in areas like finance, health care, and the
environment. These have injected uncertainty
into business decision-making that has slowed
job creation and hiring and hurt economic
recovery and growth. The absence of meaning-
ful fiscal reform has weakened the government’s

31



Economic Freedom in North American Countries
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balance sheet and led to the explosive growth of
government debt. The increasing cronyism that
has accompanied the growth of government
has undermined the rule of law, further erod-
ing America’s economic freedom and bringing
it down to its second lowest level in the 20-year
history of the Index.

EUROPE: CHANGING
OF THE GUARD

In Europe, long-established free-market
institutions in many countries allow the region to
score above the world averages in most categories
of economic freedom. Taken as a whole, however,
the region has been undergoing tumultuous and

One-Year Freedom Score Change

Change in Score Since 2013
Index of Economic Freedom

Region

Asia-Pacific

Sub-Saharan Africa

Europe

South and Central America/Caribbean
North America

Middle East/North Africa -0.3

Company, Inc., 2014), http://www.heritage.org/index.

No change

Source: Terry Miller, Anthony B. Kim, and Kim R. Holmes, 2014 Index of Economic
Freedom (Washington, D.C.: The Heritage Foundation and Dow Jones &
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uncertain times epitomized by the ongoing sover-
eign debt crisis affecting the eurozone. Europe’s

overall economic freedom rating remains under-
mined by weak scores in the management of
public spending, reflecting the cost of expand-
ing government services and transfer payments

that plainly hinder both productivity growth and

dynamic job creation. Stagnant growth has also

exacerbated debt levels, leaving many European

countries with no choice but to cut spending to

reduce unsustainable fiscal deficits.

Still, 10 of the world’s 20 freest countries,
led by Switzerland, are in Europe. A notable
realignment of European countries continues
tobe underway in terms of advancing economic
freedom. Eighteen, includ-
ing Germany, Sweden, Lith-
uania, Georgia, Austria, the
Czech Republic, Norway,
Macedonia, Latvia, Poland,
Bulgaria, and Romania,
recorded their highest eco-
nomic freedom scores ever
in the 2014 Index. By con-
trast, five others (Greece,
Italy, France, Cyprus, and
the United Kingdom) reg-
istered scores lower than
those they first received
nearly two decades ago
when the Index began to
record economic freedom.
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Economic Freedom in European Countries (continued)
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68 31 | Montenegro 636 10 40 378 925 426 776 686 786 83l 65 50
69 32 | Portugal 635 04 70 611 601 268 849 346 793 88 70 60
70 33 ' France 635 -06 80 699 484 56 799 58 761 88 70 70
74 34 | Slovenia 62.7 10 60 610 589 226 8.4 5.0 803 8/8 70 50
86 35 | ltaly 609 03 50 385 555 256 /55 525 789 88 85 60
87 36 | Croatia 604 -09 40 41 694 458 614 394 792 84 80 60
95 37 Serbia 594 08 40 340 81 386 593 701 669 770 75 50
101 38  Bosnia and Herzegovina 584 11 20 39 829 274 555 624 801 89 75 60
0 39 Moldova 573 18 40 295 858 544 701 379 750 801 50 50
19 40 Greece 557 03 40 332 659 192 758 539 763 828 60 50
140 41 Russia 519 08 25 221 86 615 700 558 694 746 25 30
150 42 Belarus 5011 21 20 246 892 612 734 777 B9 814 30 10
155 43 Ukraine 493 30 30 219 791 375 598 498 787 86.2 20 30
N/A N/A  Kosovo NA  NA 30 286 927 730 581 713 727 NA 65  N/A
N/A N/A  Liechtenstein NA NA  NA NA NA NA NA NA NA 9.0 8 80

Table 3 ® heritage.org

Swedenisaparticularly interesting case, rising
to 20th place in the Index despite extraordinarily
high levels of per capita government spending.
Unlike the troubled welfare states of Greece, Italy,
and Portugal, the Swedish economy boasts highly
efficient regulatory and legal regimes in addition
to a high level of transparency and low corrup-
tion. These institutional assets strongly sustain
productivity growth and promote resilience. In
the 2014 Index, Sweden has recorded its highest
economic freedom score ever.

Three Baltic nations—Estonia, Latvia, and
Lithuania—continue to advance. All three coun-
tries have recorded consecutive years of score
improvements, demonstrating high levels of
economic resilience. Both Lithuania and Latvia
have recorded their highest economic freedom
scores ever in the 2014 Index.

Chapter1

SOUTH AND CENTRAL AMERICA/
CARIBBEAN: MIXED PROGRESS

The South and Central America/Caribbean
region, which consists of 29 economies, is one of
the world’s most diverse, economically as well as
politically.

Progress toward greater economic freedom
has been made in more than half of the coun-
tries in the region. Seventeen countries record-
ed gains in economic freedom, while 12 had
declines. The countries in the South and Central
America/Caribbean region perform better than
the world averages in four of the 10 components
of economic freedom, including fiscal freedom
and investment freedom. Corruption and a lack
of protection for property rights are the major
problem areas, reflecting long-standing issues
of poor governance and weak rule of law.
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South and Central America/Caribbean
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Source: Terry Miller, Anthony B. Kim, and Kim R. Holmes, 2074 Index of Economic Freedom (\Washington, D.C.:
The Heritage Foundation and Dow Jones & Company, Inc., 2014), http://www.heritage.org/index.
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Economic Freedom in South and Central America/

Caribbean Countries

kS

e g %” £ g -
= 2 s ¥ g2 % ® & £ 5 & g § =
2 c“bz’o Country g g £ § é é § K = E E E
7 03 9 723 765 88 693 693 841 80 90 70
33 03 70 706 757 636 81 845 87 719 65 40
34 11 50 332 806 749 82 805 788 788 75 70
36 -03 70 666 973 841 707 85 751 522 30 70
38 -04 70 706 774 680 745 681 721 85 80 30
45 1.0 80 779 740 498 728 784 746 606 55 60
47 -08 40 340 791 81 706 614 83 80 70 60
52 03 70 6l 737 724 763 787 798 676 50 40
53 -01 50 509 800 900 649 533 73 88 70 50
56 -0] 40 B0 772 694 846 756 713 5] 85 50
59 -05 40 343 796 88 596 633 8.0 790 70 70
63 13 60 535 729 617 750 707 88 727 70 30
7 09 30 340 843 787 730 394 751 742 75 70
73 04 50 340 848 625 594 764 77 786 60 50
78 09 30 205 92 8.0 580 289 809 8l 75 60
80 16 30 273 837 923 561 552 /57 718 75 40
83 12 25 287 796 936 584 493 767 854 65 50
102 18 Nicaragua 584 18 15 241 786 800 526 603 728 854 65 50
M2 19 Honduras 571 13 30 237 849 798 554 265 51 754 60 60
N4 20 Brazil 569 -08 50 379 688 541 538 498 699 693 55 60
m5 21 Belize 567 06 30 67 81 742 76 6/2 776 6/8 40 50
121 22 Guyana 557 19 30 244 684 T8 643 726 781 720 45 30
130 23 Suriname 542 22 40 329 690 783 48 88 718 662 30 30
156 24 Haiti 489 08 10 19 803 663 333 685 736 704 40 30
158 25 Bolivia 484 05 10 281 871 625 534 299 700 776 15 50
159 26 Ecuador 480 1 20 260 798 418 528 520 661 718 30 40
166 27 Argentina 446 -2 15 205 635 499 539 449 600 689 30 30
175 28  Venezuela 363 02 5 165 753 518 434 337 497 627 5 20
177 29 Cuba 287 02 10 42 600 00 200 200 658 600 0 10

Chapter1
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Economic Freedom in Middle East/North African Countries

é oo
£ s e E

. = @ % £ é 5 3 § 5 g 5 E %
= S ic © 3 8 5 = 5 g s g 2
= éo Country g g & E -.b:’) é é 3 = E E ..:.Eu
13 1 A1 -04 60 494 999 74 763 820 784 786 75 80
28 2 4 03 5 664 996 81 744 829 846 85 3H 50
30 3 n2 -0l 70 724 99 721 N7 700 82 798 45 50
39 4 | Jordan 692 -2 60 456 940 669 620 729 813 796 70 60
44 5 | lsrael 684 15 75 593 601 403 732 630 806 89 80 70
48 6 | Oman 674 07 50 482 985 560 683 /55 736 787 65 60
76 7 Kuwait 623 -08 50 437 977 556 577 636 732 767 55 50
77 8  Saudi Arabia 622 16 40 437 997 631 6/3 758 687 740 40 50
9 9  Lebanon 594 -01 20 245 909 737 556 587 745 758 60 60
103 10 Morocco 583 -3 40 33 N3 641 762 315 781 588 70 60
109 11 Tunisia 573 03 40 392 743 638 807 726 759 618 35 30
123 12 Yemen 555 -04 30 194 917 749 592 549 621 824 50 30
135 13 Egypt 529 119 20 286 86 696 627 457 605 714 45 40
146 14 Algeria 508 12 30 287 805 510 663 483 6/8 608 45 30
173 15 lran 403 -29 10 234 806 89 623 417 4713 44 0 10
N/A N/A Iraq NA - NA  NA  1BB7 95 403 569 734 700 NA NA NA
N/A~ N/A  Libya N/A - NA 10 183 950 00 501 779 669 N/A 5 20
N/A~ N/A  Syria N/A - N/A 10 233 NA NA 604 551 NA NA 0 20

Table 5 B heritage.org

Chile has beenrated consistently as one of the
“mostly free” economies with economic freedom
scores above 70. Achieving its highest economic
freedom score ever in the 2014 Index, Colombia
hasbecome a “mostly free” economy for the first
time. By sharp contrast, Cuba remains the least
free economy in the region, and Argentina has
plunged further to the ranks of the economically
“mostly unfree.”

MIDDLE EAST/NORTH AFRICA:
AT A CRITICAL CROSSROADS

The Middle East/North Africa region, which
consists of 18 countries, continues to undergo
widespread turmoil, and many of its econo-

mies remain only “moderately free” or “mostly
unfree.”

Structural and institutional problems
abound, and the regional unemployment rate,
which averages more than 10 percent, is among
the highest in the world and is most pronounced
among younger members of the labor force. The
region’s troubles are complex, rooted in decades
of authoritarianism that has kept power and
resources monopolized in the hands of a few.
The problems will not be solved simply by hold-
ing elections with more political parties or allow-
ing freedom of expression. Hard institutional
reforms that reduce the state’s role in the econ-
omy and in people’s lives are required. Leaders

Chapter1 39
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Economic Freedom in Asia-Pacific Countries

£ 0
£ 5 £ £
2 & T ® & § 3 58 £ % T s g g
1 B Hong Kong 901 08 90 823 930 8.7 989 955 80 900 90 90
2 YAl Singapore 894 14 90 919 912 912 98 95 815 900 & 80
3 BBl Australia 820 -06 90 87 642 626 946 792 805 864 85 90
5 ' New Zealand 812 -02 9 940 72 323 91 902 863 8.8 80 80
17 5 739 1.2 70 597 803 847 939 531 8.7 88 /0 60
%6 724 06 80 778 692 471 800 798 85 84 70 50
29 7 N3 04 60 497 714 917 600 550 798 900 85 70
3l 8 N2 09 70 540 726 726 928 478 196 726 70 80
37 9 | Malaysia 696 35 55 443 846 756 856 785 810 764 55 60
40 10 | Brunei 690 NA 40 533 902 661 682 965 742 818 70 50
67 11 | Kazakhstan 637 07 30 257 929 8.0 744 867 A4 782 40 50
72 12 Thailand 633 08 45 3B6 797 86 N4 616 686 750 45 70
81 13 | Azerbaijan 613 16 20 227 881 648 735 779 788 772 60 50
84 14 | Samoa 611 40 60 380 799 422 737 803 761 758 55 30
85 15  Kyrgyz Republic 611 15 20 192 946 602 742 88 737 752 60 50
89 16 | The Philippines 601 19 30 261 792 923 599 497 780 755 60 50
90 17 | Srilanka 600 -07 40 334 849 863 744 592 680 736 40 40
93 18 Vanuatu 595 29 40 335 973 817 548 568 827 430 60 40
97 19 Mongolia 589  -28 30 282 818 391 N8 81 724 747 50 60
99 20  Fiji 58.7 15 25 200 823 762 649 731 /52 702 50 50
100 21 Indonesia 585 16 30 280 84 898 548 478 764 748 40 60
104 22 Tonga 582 22 20 286 8.7 748 746 912 713 795 35 20
108 23 Cambodia 574 -1 30 187 908 884 366 502 779 710 60 50
16 24 Bhutan 567 17 60 588 89 572 594 86 658 494 20 30
120 25 India 557 05 50 35 794 778 377 740 655 656 35 40
126 26 Pakistan 55.2 01 30 227 806 883 694 473 685 648 40 40
131 27 Bangladesh 541 15 20 233 725 923 708 519 659 590 55 30
132 28 PapuaNew Guinea 539 03 20 202 667 754 570 737 755 85l 35 30
137 29 China 525 06 20 350 699 829 497 619 733 718 30 30
139 30 Tajikistan 520 -4 20 194 923 781 584 455 677 732 25 40

Chapter1

(continued on next page)

Table 6 B heritage.org
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Economic Freedom in Asia-Pacific Countries (continued)

é oo

o g % £ g -§ £
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2 & E 2 g B = S £ 5 © ) 7] =
144 31 Laos 512 1 15 186 8.6 8.7 607 549 /55 586 35 20
145 32 Maldives 510 20 20 29 974 438 84 717 694 438 25 30
147 33 Vietnam 508 -0.2 15 269 770 714 620 683 636 787 15 30
149 34 Nepal 501 -03 30 213 859 896 585 438 763 610 5 30
153 35  Micronesia 498 -03 30 300 95 00 57 779 752 80 25 30
162 36 Burma 465 73 10 n6 89 892 283 /57 648 736 15 10
163 37 Uzbekistan 465 05 15 134 903 704 757 608 631  66] 0 10
164 38 Kiribati 463 04 30 292 74 00 570 86 83 554 25 30
165 39  Solomon Islands 46.2 1.2 30 250 614 213 652 652 754 730 15 30
170 40  Timor-Leste 432 -05 20 254 647 00 454 792 683 644 45 20
171 41 Turkmenistan 422 -04 5 34 92 930 300 300 659 792 0 10
178 42 North Korea 10 -0.5 5 5.0 00 00 00 00 00 00 0 0
N/A N/A  Afghanistan NA NA  NA 100 912 842 631 750 743 NA 65 N/A

Table 6 B heritage.org

have already fallen, yet regimes and institutions
remain and craftily guard their power.

Scores for most of the countries in the region
are concentrated between 50 and 70. Saudi
Arabia and Israel have recorded two of the larg-
est score gains. Progress made in those two
countries has been underpinned by efforts to
strengthen the business climate, boost invest-
ment, and foster the emergence of amore vibrant
private sector. The United Arab Emirates has
advanced its economic freedom for five con-
secutive years. In the 2014 Index, the UAE has
advanced steadily into the ranks of the “mostly
free” economies, with progress due in large part
to the government’s consistent commitment
to economic reforms that have encouraged a
dynamically evolving private sector.

Bahrain, ranked 13th globally with an eco-
nomic freedom score of 75.1, is the only Middle
Eastern country among the world’s 20 freest

economies. It has been undertaking a challeng-
ing transition to greater openness and transpar-
ency, more visibly since early 2011. Enhancing
the foundations of economic freedom through
improvements in property rights and corruption
will be critical to ensuring success.

Qatar continues as the other “mostly free’
economy in the region. While very different
politically, five “moderately free” economies,
including Jordan, Israel, Oman, Kuwait, and
Saudi Arabia, share a common commitment to
economic freedom that is significantly greater
than that of the remaining countries in the
region.

]

ASIA-PACIFIC:
THE MOST IMPROVED REGION

The Asia-Pacific region contains over half of
the world’s population: one-third in China and
nearly another third in India.

42 2014 Index of Economic Freedom



Sub-Saharan Africa
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Source: Terry Miller, Anthony B. Kim, and Kim R. Holmes, 2014 Index of Economic Freedom (Washington, D.C.:
The Heritage Foundation and Dow Jones & Company, Inc., 2014), http://www.heritage.org/index.
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The Asia-Pacific region is distinguished by
the extraordinary disparity in levels of econom-
ic freedom among its economies. Four of the
world’s 10 freest economies—Hong Kong, Sin-
gapore, Australia, and New Zealand—are in this
region, yet most of the other countries remain

“mostly unfree.” Countries such as Turkmenistan
and Burma have economies that are “repressed.”
North Korea, which continues to reject any form

Chapter1

of free-market activity, remains the least free
economy in both the region and the world.
Leading the world in three of the 10 econom-

ic freedoms, Hong Kong once again is the freest
economy overall in the 2014 Index. With the
emergence of a more dynamic and competitive
financial sector, Singapore continues to boost its
productivity through its openness to global trade
and investment and has maintained its hold on
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Economic Freedom in Sub-Saharan Africa Countries

o £ g

S 2 c S e T ¢ 8 5
8 1 76.5 04 65 534 922 818 744 780 767 761 55 60
27 2 72.0 14 70 61.2 810 698 685 697 724 778 55 50
60 3 | Cape Verde 66. 24 70 549 774 686 638 480 791 815 65 40
65 4 | Rwanda 647 06 30 469 803 782 696 841 748 846 60 50
66 5 | Ghana 64.2 29 50 404 854 833 626 602 658 754 60 40
75 6 South Africa 625 0.7 50 416 687 691 745 544 753 650 65 50
79 7 | Madagascar 617 -03 40 273 908 923 628 439 776 829 50 40
82 8 | Swaziland 61.2 40 40 316 747 709 642 7 723 6/8 60 40
88 9 | Zambia 604 17 30 313 718 829 749 501 680 610 55 40
91 10 Uganda 599 -1.2 30 238 791 873 451 84 710 768 60 50
92 1 The Gambia 595 0.7 30 3.7 790 798 574 658 713 4 50 50
94 12 Namibia 504 -09 30 4472 669 588 644 819 /50 728 50 50
98 13 Burkina Faso 589 -0 30 313 830 823 607 550 788 600 70 50
105 14  Gabon 578 0.0 40 291 745 817 589 630 /5] 334 50 30
106 15  Tanzania 578  -01 30 288 797 783 470 611 660 548 65 50
107 16  Coted'Ivoire 577 36 30 221 791 798 551 590 806 732 55 40
m 17 Kenya 571 12 30 210 780 746 558 640 749 727 50 50
13 18 Benin 571 -05 30 295 683 86l 5.0 505 754 732 60 40
N7 19  Seychelles 56.2 13 50 485 768 618 676 685 /5] 65.6 55 40
18 20 Djibouti 559 2.0 30 309 806 628 427 651 772 755 45 50
122 21 Mali 555  -09 20 277 698 817 480 632 767 638 40 40
124 22 Malawi 554 01 45 319 780 630 389 603 641 612 50 40
125 23 Senegal 554 -01 40 295 651 754 475 415 818  69.0 50 40
127 24 Niger 551 12 30 260 768 884 352 454 883 612 35 50
128 25 Mozambique 550 00 30 262 757 646 652 367 808 641 40 20

(continued on next page)

second place in the rankings, narrowing the gap  not been deeply rooted in policies that promote
slightly with Hong Kong. Australia and New economic freedom. The foundations for long-
Zealand continue to set the standard for clean, term economic development continue to be
corruption-free government and benefit signifi- fragile in the absence of effectively functioning
cantly from their transparent and efficient busi- legal frameworks. Progress with market-orient-
ness environments and open-market policies. ed reforms has been uneven and has often back-

India and China remain “mostly unfree.” tracked at the urging of those with a political
These two countries” high economic growth has  interestin maintaining the status quo.
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Economic Freedom in Sub-Saharan Africa Countries (continued)

e £ g

2 2 c § - 8 . % £

129 26  Nigeria 543 30 227 8.0 745 480 664 731 718 60 30
133 27 Guinea 535 23 20 192 693 862 518 734 641 727 35 30
134 28 Mauritania 532 09 25 239 8.7 758 380 531 A5 614 30 30
136 29 Cameroon 526 03 30 29 77 8.0 450 561 694 702 55 20
138 30 Liberia 524 3] 30 38 86 705 623 470 729 642 20 20
141 31 Burundi 514 24 20 159 735 519 598 631 682 628  3H 30
142 32 Comoros 514 39 30 221 645 853 494 501 745 686 50 40
143 33 Guinea-Bissau 513 0.2 20 202 890 866 405 614 744 753 50 30
148 34  Sierra Leone 505 22 15 246 807 8.7 553 287 702 701 40 40
151 35  Ethiopia 50.0 06 30 270 775 899 578 547 590 518 50 30
152 36 Togo 499 11 30 238 697 84 433 428 793 552 50 40
154 37  Lesotho 495 16 40 37 674 00 540 624 /55 538 3H 30
157 38  Sdo Tomé and Principe 488 0.8 20 325 869 279 526 447 683 556 20 30
160 39 Angola 477 04 15 177 87 553 475 401 636 630 20 20
161 40 Central African Republic 467 3.7 10 206 651 926 339 404 725 69 0 20
167 41 Chad 445 07 20 159 462 800 249 433 698 542 5 10
168 42  Equatorial Guinea 444 2 10 166 755 626 434 45 754 NA  NA  NA
169 43 Congo, Rep. of 437 02 10 206 6/5 796 351 470 720 556 15 N/A
172 44  Congo, Dem. Rep. of 406 10 10 176 694 746 300 385 630 630 20 20
174 45  FEritrea 385 22 10 229 570 661 186 636 576 691 0 20
176 46  Zimbabwe 355 69 10 193 633 640 345 222 730 542 5 10
N/A N/A  Somalia NA NA  NA 50 NA NA NA  NA  NA  NA NA NA
N/A N/A  Sudan NA - NA  NA 98 851 903 545 491 558 556 15 N/A
Table 7 B heritage.org

SUB-SAHARAN AFRICA:
SLOW BUT CONTINUING PROGRESS
Africa’s overall level of economic freedom
is weaker than that of any other region. How-
ever, the 2014 Index has identified encourag-
ing developments. No other region has made
greater strides in economic freedom than Sub-
Saharan Africa over the past two years. With an

average score gain of 0.9 point that reflects a net
gain of economic freedom in 20 countries, the
Sub-Saharan Africa region is the second most
improved region in the 2014 Index.

Following Mauritius, which continues to be
one of the top 10 freest economies, Botswana
remains the region’s second freest economy, fol-
lowed by Cape Verde and Rwanda. Securing its

Chapter1 45



status as one of the world’s “moderately free”
economies, Cape Verde, a small island nation,
has registered an impressive score gain of more
than two points over the past year. Reforms
in these countries have supported economic
expansion and a gradual reduction in poverty.
The positive economic results achieved through
advancing economic freedom have created valu-
able momentum for additional institutional
reforms that are needed to ensure long-term
economic development. Regrettably, economic
freedom in the region’s largest economy, South
Africa, has declined over the past decade, dim-
ming hopes for a more prosperous and stable
future on the African continent’s southern tip.

Overall, Africa’s competitiveness has
improved in specific areas, with many countries
ensuring more sustainable fiscal policies, better-
managed inflation, and more efficient markets.
However, many African countries are low in the
rankings: Of the 20 lowest-ranked economies,
13 are from Africa. Looking forward, African
economies must continue to develop economic
environments that are based on productivity
enhancements. This means keeping a clear focus
on strengthening the institutional, physical, and
human capital prerequisites for a strong and
competitive private sector.

THE INDEX AT 20: RENEWED
COMMITMENT TO ADVANCING
FREEDOM

As documented in this chapter, every region
includes positive examples of countries that
have chosen freedom and reaped the rewards
for their citizens. As shown in the /ndex over the
past 20 years, economic freedom is the indis-
pensable link between economic potential and
prosperous outcomes. No other system comes
close in terms of providing for broad-based eco-
nomic growth and progress. Those who are look-
ing for solutions rather than excuses will find in
this Index the economic policies and concrete
examples that can promote entrepreneurship
and long-term economic growth irrespective of
history, resources, or level of development.

Arecurring theme of human history has been
resilience and revival. As Friedrich A. Hayek

once observed, “If old truths are to retain their
hold on men’s minds, they must be restated in
the language and concepts of successive genera-
tions.” As we celebrate the 20th edition of the
Index of Economic Freedom, it is time to renew
our commitment to measuring, explaining, and
fostering economic freedom with even greater
clarity and conviction so that new generations
can understand and benefit from its proven
principles.
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