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he 2014 Index of Economic Freedom is the

20th anniversary edition. For two decades,

the Index, a joint publication of The Heri-
tage Foundation and The Wall Street Journal,
has tracked the progress of economic freedom
around the globe, evolving into a data-driven
practical policy guidebook that covers 186 coun-
tries encompassing 99 percent of the world’s
population.

* The 20th edition of the Index shows economic
freedom once again on the rise. Much of the
momentum lost during the past five years has
been regained. The global average economic
freedom score in the 2014 Index is 60.3, the
highest average in the 20-year history of the
Index. The average is 0.7 point higher than last
year and a 2.7 point improvement from 1995.

e In measuring economic freedom, the Index
analyzes countries’ commitment to the rule of
law, principles of limited government, regu-
latory 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 free-
doms, with investment freedom gaining an

impressive 3.3 points on average. Labor free-
dom and government spending scores were
higher by an average of about 1 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.

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

While four countries recorded no score
change, declines in economic freedom were
registered in 59 countries, including nine
advanced economies.

The United States continues to lose ground to
its competitors in the global race to advance
economic freedom and prosperity. Register-
ing adecline in economic freedom for the sev-
enth year in a row, the U.S. tumbled from the
ranks of the top 10 freest economies, falling
two spots in the rankings to 12th place. The
U.S. score has declined almost 6 points since
2007, placing the U.S. among those countries



considered to be only “mostly free.” In the
2014 Index, the U.S. recorded notable declines
in fiscal freedom, business freedom, and prop-
erty rights.

e Average levels of economic freedom
improved in all regions of the world except
North America and the Middle East/North
Africa. The Asia-Pacific region, led by Burma,
Malaysia, and Samoa, showed the greatest
gains, with an average increase exceeding 1
point. Sub-Saharan Africa did almost as well,
with countries gaining 0.9 point on average.
Europe and the South and Central America/
Caribbean region recorded average score
improvements of 0.5 point and 0.3 point,
respectively.

e Despite the global progress over the past two
decades, the number of people living in eco-
nomically “unfree” countries remains very
high: 4.5 billion, or about 65 percent of the
world’s population. More than half of these
people live in just two countries, China and
India, where advancement toward greater
economic freedom has been patchy at best.

* The 20 years of Index data attest unequivo-
cally that economies achieving or sustaining
higher levels of economic freedom measur-
ably outperform others in achieving dynamic
economic growth, long-term prosperity, and
greater progress in many dimensions of social
and human development.

Commemorating the 20 years of the Index,
the 2014 edition features four notable chapters
that show why, now more than ever, it is impera-
tive that economic freedom be defended and
advanced.

e Dr. Kim R. Holmes, a founding editor of the
Index, looks back over its 20-year history
and highlights key milestones of the Index
in the context of its development, its impact,
and the overall policy lessons that have been
learned. His key finding: More than any
other political or policy approach, econom-
ic freedom generates more opportunities
and greater well-being for more people. The
Index has clearly demonstrated the power

of free-market, limited-government, rules-
based capitalism to help people prosper.

e Anthony B. Kim analyzes long-term trends in

the 20-year Index database and documents the
measurable benefits of policies that improve
economic freedom. For the past two decades,
countries that have accepted the challenge
of enhancing economic freedom have reaped
greatrewards and have set a powerful example
for others to follow. Advancing economic free-
dom is the proven path to greater prosperity
and progress.

Dr. John Tomasi of Brown University devel-
ops a strong moral case for economic free-
dom, laying out both the institutional and
the individual cases for economic freedom.
Economic liberty must be defended not
only because it has a proven record of secur-
ing political and material benefits, but also
because it ensures that ordinary people can
make their own choices and actions in pur-
suit of their dreams.

Sergio Daga, Research Director of Populi, a
Bolivian think tank, examines the effective-
ness of government conditional cash transfer
programs that have become the most com-
mon social assistance intervention by govern-
ments in many less developed economies. As
Daga concludes, countries that embrace gov-
ernment-led money transfer programs would
achieve better results in poverty reduction by
removing barriers to economic freedom and
reducing dependence on the state.

THE GLOBAL ECONOMIC FREEDOM

RANKINGS
e Competition for the top spotin the Indexrank-

ings hasintensified. Hong Kong maintained its
status as the world’s freest economy, a remark-
able distinction that it has achieved for 20 con-
secutive years. Singapore, the second-freest
economy, has closed the gap between itself and
Hong Kong to only 0.7 point, the second nar-
rowest difference in Index history.

» Along with Hong Kong, Singapore, Australia,

Switzerland, New Zealand, and Canada are the
only economies considered “free” with eco-
nomic freedom scores above 80 on the O-to-
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100 Index grading scale. Australia continues in
third place, a position it has held since 2009,
while Switzerland 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.

Chile (seventh) and Mauritius (eighth), two
small but reform-minded economies, are the
highest-ranking developing countries in the
Index. Their relative economic strength is
no fluke. Both have demonstrated persistent
commitment to the rule of law, limited govern-
ment, regulatory efficiency, and open markets
through good times and bad.

Ireland (ninth) has moved up by two slots,
overtaking the U.S., and Denmark, which
moves down to 10th place.

A notable realignment of European countries
continues to be underway in terms of advanc-
ing economic freedom. Eighteen, including
Germany, Sweden, Lithuania, Georgia, Aus-
tria, the Czech Republic, Norway, Macedo-
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nia, Latvia, Poland, Bulgaria, and Romania,
recorded their highest economic freedom
scores ever in the 2014 Index. By contrast, five
others (Greece, Italy, France, Cyprus, and the
United Kingdom) registered scores lower than
those they first received nearly two decades
ago when the Indexbegan recording economic
freedom.

Progress among the so-called BRIC nations
has stalled. Brazil plunged 14 places in the
rankings to 114th and is now judged “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,
six of the 11 countries that recorded ranking
improvements of 10 places or more are from
the Sub-Saharan Africa region.
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1 HongKong 91 08 9 83 930 87 989 955 80 900 90 90
2 Singapore 894 14 % 99 912 92 9%8 %5 85 900 8 80
3 Australia 80 06 9 87 642 626 946 792 805 864 8 90
4 Switzerland 86 06 90 81 689 657 /A4 84 82 900 8 80
5 New Zealand 82 02 9 940 712 323 91 902 863 88 80 80
6 Canada 802 08 90 &7 797 473 83 81 B3 83 80 80
7 Chile /87 03 9 723 765 88 693 693 841 80 90 70
8 Mauritius /65 04 65 534 922 88 A4 B8O 67 86 8 70
9 Ireland /%2 05 9 748 740 306 84 795 87 &8 90 70
10 Denmark /61 00 9 937 393 05 981 912 8.0 88 90 90
T Estonia 759 06 90 642 804 560 776 559 769 &8 90 80
12 United States 755 05 80 720 658 481 892 972 754 868 /0 70
13 Bahrain /A1 04 60 494 999 74 63 820 784 786 75 80
14 United Kingdom 749 0l 9% b4 566 205 920 731 35 88 90 80
15 The Netherlands A2 07 9 80 517 256 87 596 799 88 90 80
16 Luxembourg 742 00 90 841 628 476 726 431 89 &8 95 80
17 Taiwan 739 12 70 597 803 847 939 531 87 88 /0 60
18 Germany 734 06 9 801 612 382 89 464 808 &8 90 70
19 Finland 34 06 90 934  65] 89 936 465 789 88 90 80
20 Sweden 731 02 % 923 429 24 91 529 825 88 90 80
21 Lithuania 730 09 60 499 929 559 857 590 786 88 80 80
22 Georgia 726 04 40 428 &3 697 88 912 B4 886 80 60
23 Iceland 724 03 9% 842 729 329 92 591 70 89 /0 60
24 Austria 724 06 9 A5 510 285 763 805 /95 88 N 70
25 Japan 724 06 80 778 692 471 800 798 &5 824 /0 50
26 Czech Republic 72.2 13 70 453 87 438 /01 840 794 88 80 80
27 Botswana 720 14 70 612 80 698 685 697 724 827 5 70
28 United Arab Emirates 4 03 5 664 996 81 44 829 846 825 3H 50
29 Macau 3 04 60 497 N4 917 600 550 798 900 8 70
30 Qatar /12 -0] 0 724 999 721 N7 700 82 798 45 50
31 South Korea N2 09 /0 540 726 726 928 48 /96 726 10 80
32 Norway /09 04 90 881 506 422 909 446 87 891 75 60
33 Saint Lucia 707 03 70 706 /A7 636 81 845 87 79 65 40
34 Colombia 70.7 11 50 32 806 749 82 805 788 788 75 70
35 Belgium 99 07 80 742 448 148 899 727 795 878 85 70
36 The Bahamas 698 03 /0 666 973 841 /07 85 A1 522 30 /0
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37 Malaysia 696 35 55 443 846 756 86 785 810 764 55 60
38 Uruguay 693 -04 70 706 774 680 745 681 721 825 80 30
39 Jordan 692 -2 60 456 940 669 620 729 83 796 70 60
40  Brunei 690 NA 40 533 902 661 682 965 742 818 70 50
41 Armenia 689 -05 30 267 85 83 81 785 70 85 70 70
42 latvia 087 22 50 436 846 549 825 685 797 88 85 50
43 Macedonia 686 04 3% 396 94 707 80 788 85 89 60 60
44 lsrael 684 15 75 593 601 403 732 630 806 89 &0 70
45 Barbados 683 -0 80 779 740 498 728 784 746 606 55 60
46 Cyprus 676 -4 70 640 797 362 797 702 788 828 65 50
47 Peru 674 08 40 340 791 81 706 614 83 80 70 60
48 Oman 6/4  -07 50 482 985 560 683 A5 736 787 65 60
49 Spain 6/2 08 70 626 540 387 773 522 799 88 80 70
50  Poland 670 10 60 548 761 432 701 604 718 88 70 70
51 Hungary 670 -03 60 486 811 268 793 657 56 88 75 70
52 Saint Vincent 670 03 70 ol 737 724 763 787 798 676 50 40

and the Grenadines

53 CostaRica 669 01 50 509 800 900 649 533 763 88 N0 50
54 Albania 669 17 30 304 927 A6 781 497 800 85 75 70
55 Mexico 668 -02 50 297 89 B9 8 583 774 86 N0 60
56 Jamaica 667 01 40 B0 772 694 846 56 7713 5] 85 50
57 Slovak Republic 664 -23 50 48 802 560 6/0 536 781 88 80 70
58 Malta 664 -l 75 558 637 472 624 532 791 88 &0 60
59  El Salvador 662 05 40 343 796 858 596 633 800 790 70 70
60 Cape Verde 661 24 70 549 774 686 638 480 /91 696 /0 60
61 Bulgaria 657 07 30 3%2 912 645 735 802 796 88 55 60
62 Romania 655 04 40 377 80 592 70 652 71 88 80 50
63 Dominica 652 13 60 535 729 67 /A0 707 88 727 70 30
64 Turkey 649 20 50 440 775 635 66 597 718 845 70 60
65 Rwanda 647 06 30 469 803 782 696 841 A8 777 65 40
66 Ghana 642 29 50 404 84 83 626 602 658 648 /0 60
67  Kazakhstan 637 07 30 257 929 80 744 87 744 782 40 50
68  Montenegro 636 10 40 378 925 46 716 686 786 83l 65 50
69  Portugal 635 04 70 611 601 268 849 346 793 88 70 60
70 France 635 -06 8 699 484 56 799 518 761 88 70 70
71 Panama 634 09 30 340 843 787 730 394 Bl 742 75 70
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72 Thailand 033 -08 45  B6 /97 86 N4 66 686 SO 45 70
73 Trinidad and Tobago 627 04 50 340 848 625 594 764 77 86 60 50
74 Slovenia 627 10 60 610 589 26 84 510 803 88 70 50
75 South Africa 625 07 50 46 687 691 /A5 544 53 76l 55 60
76 Kuwait 623 -08 50 437 977 556 577 636 732 767 55 50
77 Saudi Arabia 622 16 40 437 97 631 673 A8 687 740 40 50
/8  Paraguay 620 09 30 205 92 890 580 289 809 8l 75 60
79 Madagascar 617  -03 40 273 908 923 628 439 76 7/8 55 50
80  Dominican Republic 613 16 30 273 87 923 561 552 A7 778 75 40
81 Azerbaijan 613 16 20 227 81 648 735 79 788 772 60 50
82 Swaziland 612 40 40 36 747 709 642 77 723 815 65 40
83 Guatemala 612 12 25 287 796 936 584 493 767 854 65 50
84 Samoa 611 40 60 380 /99 422 737 803 761 /58 55 30
85 Kyrgyz Republic 611 15 20 92 946 602 742 88 737 /52 60 50
86 ltaly 609 03 50 385 555 256 A5 525 789 878 85 60
87 Croatia 604 -09 40 a1 694 458 614 394 792 84 80 60
88  Zambia 604 17 30 33 718 89 749 501 680 846 60 50
89 The Philippines 601 19 30 261 792 923 599 497  BO A5 60 50
90  Srilanka 600 -07 40 B4 849 83 /44 592 680 736 40 40
91 Uganda 599 -2 30 238 /91 &3 451 84 N0 A4 60 40
92 The Gambia 595 07 30 37 790 798 574 658 713 650 65 50
93 Vanuatu 595 29 40 35 973 87 548 568 87 480 60 40
94 Namibia 594 09 30 442 669 588 644 819 50 89 50 40
95 Serbia 54 08 40 340 81 386 593 /01 669 70 75 50
96  Lebanon 594 01 20 245 909 737 556 587 /A5 58 60 60
97  Mongolia 589 28 30 282 88 391 A8 8 24 747 50 60
98 Burkina Faso 589 10 30 313 80 83 607 50 788 6/8 60 40
99 Fiji 587 15 25 200 83 72 649 731 /52 702 50 50
100  Indonesia 585 16 30 280 834 898 548 478 764 748 40 60
101 Bosnia and Herzegovina 584 11 200 39 829 274 555 624 801 89 5 60
102 Nicaragua 584 18 5 241 786 800 526 603 728 84 65 50
103 Morocco 583 13 40 333 13 64l 62 35 781 588 /0 60
104 Tonga 582 22 20 286 87 748 76 92 N3 95 03H 20
105 Gabon 578 00 40 201 745 87 589 630 751 610 55 40
106 Tanzania 578 -0l 30 288 797 B3 470 61l 660 768 60 50
107 Cote d'lvoire 577 36 30 221 791 798 551 590 806 714 50 50
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108 Cambodia 574 Al 30 187 908 884 366 502 779 70 60 50
109 Tunisia 573 03 40 392 743 638 807 726 /59 618 35 30
10 Moldova 573 18 40 295 858 544 701 379 750 801 50 50
M Kenya 571 12 30 20 780 746 558 640 749 728 50 50
12 Honduras 571 4330 237 849 798 554 265 A1 A4 60 60
113 Benin 51 05 30 295 683 81 510 505 74 600 70 50
M4 Brazil 59 -08 50 379 688 541 538 498 699 693 55 60
15 Belize 57 -06 30 67 81 742 N6 6/2 776 6/8 40 50
16 Bhutan 567 17 60 588 829 572 594 836 658 494 20 30
17 Seychelles 5.2 13 50 485 768 618 676 685 /51 B4 50 30
18  Dijibouti 559 20 30 309 806 628 427 651 772 548 65 50
19 Greece 57 03 40 332 659 192 A8 539 763 88 60 50
120 India 57 05 50 35 794 778 377 740 655 656 35 40
121 Guyana 557 19 30 244 e84 718 643 726 781 720 45 30
122 Mali 55 -09 2 277 698 87 480 632 767 732 5 40
123 Yemen 55  -04 30 194 97 749 592 549 621 84 50 30
124 Malawi 554 0l 45 39 O 630 389 603 641 727 50 50
125 Senegal 554 -01 40 295 651 A4 475 45 818 732 60 40
126 Pakistan 552 0l 30 227 806 883 694 473 685 648 40 40
127 Niger 551 12 30 260 768 884 352 454 883 656 55 40
128 Mozambique 50 00 30 262 A7 646 652 367 808 /A5 45 50
129 Nigeria 543 -08 30 227 80 745 480 664 731 638 40 40
130 Suriname 542 22 40 329 600 783 48 88 78 662 30 30
131 Bangladesh 541 15 20 233 725 923 708 519 659 590 55 30
132 Papua New Guinea 539 03 20 202 667 /A4 570 737 A5 85l 35 30
133 Guinea 535 23 200 192 693 862 518 734 641 612 50 40
134 Mauritania 532 09 25 239 87 /A8 380 B A5 690 50 40
135 Egypt 529 19 20 286 856 696 627 457 605 714 45 40
136 Cameroon 526 03 30 29 717 80 450 561 694 612 35 50
137 China 525 06 20 350 699 89 497 619 733 718 30 30
138 Liberia 524 3] 30 B8 836 705 623 470 729 641 40 20
139 Tajikistan 50 14 20 194 923 781 584 455 677 732 25 40
140 Russia 519 08 25 221 86 615 700 558 694 746 25 30
141 Burundi 514 24 20 159 735 519 598 631 682 718 60 30
142 Comoros 514 39 30 221 645 853 494 501 745 727 3% 30
143 Guinea-Bissau 53 02 20 202 890 86 405 614 744 614 30 30
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144 Laos 512 1 5 B6 866 867 607 549 AH5 586  3H 20
145 Maldives 500 20 20 29 974 438 &4 N7 694 438 5 30
146 Algeria 508 12 30 287 805 510 663 483 6/8 608 45 30
147 Vietnam 508 02 15 209 770 74 620 683 636 787 15 30
148 Sierra Leone 505 22 5 246 807 87 553 287 702 702 55 20
149 Nepal 501 03 30 213 859 896 585 438 763 610 5 30
150 Belarus 501 21 20 246 892 612 734 777 39 84 30 10
151 Ethiopia 50 06 30 220 775 89 578 547 590 642 20 20
152 Togo 499 11 30 238 67 84 433 428 793 628  3h 30
153 Micronesia 498 -03 30 300 95 00 57 779 752 810 25 30
154 Lesotho 495 16 40 674 00 540 624 A5 686 50 40
155 Ukraine 493 30 30 29 791 375 598 498 787 862 20 30
156 Haiti 489 08 10 69 803 663 B3 685 736 /04 40 30
157 Sao Tomé and Principe 488 08 200 325 89 279 526 447 683 /53 50 30
158  Bolivia 484 05 10 281 81 625 534 299 700 776 5 50
159 Ecuador 480 11 20 260 798 418 528 520 661 718 30 40
160 Angola 477 04 5 77 87 553 475 401 636 701 40 40
161 Central African Republic 467 37 10 206 651 926 339 404 725 518 50 30
162 Burma 465 73 10 n6 89 892 283 /A7 648 736 15 10
163 Uzbekistan 465 05 5 B34 903 704 757 608 631 66l 0 10
164 Kiribati 463 04 30 292 74 00 50 86 83 54 25 30
165 Solomon Islands 462 12 30 250 64 23 652 652 754 730 15 30
166 Argentina 446 -2l 15 295 635 499 539 449 600 689 30 30
167 Chad 445 07 20 B9 462 800 249 433 698 552 50 40
168  Equatorial Guinea 444 21 10 66 A5 626 434 45 54 538 35 30
169 Congo, Rep. of 437 02 0 206 6/5 796 3H1 470 720 556 20 30
170 Timor-Leste 432 05 20 254 647 00 454 792 683 644 45 20
171 Turkmenistan 422 04 5 B4 952 930 300 300 659 792 0 10
172 Congo, Dem. Rep. of 406 10 10 76 694 746 300 385 630 630 20 20
173 Iran 403 29 10 234 806 89 623 47 473 A4 0 10
174 Eritrea 385 22 10 229 50 661 186 636 56 691 0 20
175 Venezuela 363 02 5 65 /A3 518 434 337 497 627 5 20
176 Zimbabwe 355 69 10 93 633 640 345 22 730 542 5 10
177 Cuba 287 02 10 412 600 00 200 200 658 600 0 10
178 North Korea 10 -05 5 50 00 00 00 00 00 00 0 0
N/A  Afghanistan NA - NA - NA 100 912 842 631 A0 743 NA 65 N/A
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N/A Iraq N/A NA  NA 137 955 403 569 734 700 NA NA - NA
N/A~ Kosovo N/A N/A 30 286 927 730 581 713 72.7 N/A 65 N/A
N/A Libya N/A N/A 10 183 95.0 00 501 779 669 N/A 5 20
N/A  Liechtenstein N/A N/A N/A N/A N/A N/A N/A N/A NA - 900 85 80
N/A~ Somalia N/A N/A N/A 50 N/A N/A N/A N/A N/A N/A N/A N/A
N/A Sudan N/A N/A - NA 98 851 903 545 491 558 556 15 N/A
N/A Syria N/A N/A 10 233 NA NA - 604 551 N/A N/A 0 20
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