KEY FINDINGS OF
THE 2018 INDEX

conomic freedom is a critical element of

human well-being and a vital linchpin in
sustaining a free civil society. As the Index of
Economic Freedom catalogues, the best path
to prosperity is the path of freedom: letting
individuals decide for themselves how best
to achieve their dreams and aspirations and
those of their families. Now in its 24th edition,
the Index analyzes economic policy develop-
ments in 186 countries. Countries are graded
and ranked on 12 measures of economic free-
dom that evaluate the rule of law, government
size, regulatory efficiency, and the openness
of markets.

THE PROFILE OF GLOBAL

ECONOMIC FREEDOM

e Economic freedom has taken an upturn in
the majority of world economies. The glob-
al average economic freedom score of 61.1
is the highest ever recorded in the 24-year
history of the Index.

e Economic freedom improved globally for
the sixth year in a row, with the average
score up by two-tenths of a point from the
previous year. The world average is now
more than three points higher than in the
first edition of the Index in 1995.

e Ofthe180 economies graded in the 2018
Index, the scores of 102 economies are
better, the scores of 75 are worse, and the
scores of three are unchanged.

Six economies have sustained very high
economic freedom scores of 80 or more,
putting them in the ranks of the economi-
cally “free.”

The next 28 countries have been rated as
“mostly free” economies, recording scores
between 70 and 80. With scores of 60 to 70,
62 countries have earned scores that place
them in the “moderately free” category.

Thus, a total of 96 economies—more than
half of all nations and territories graded
in the 2018 Index—provide institutional
environments in which individuals and
private enterprises benefit from at least a
moderate degree of economic freedom in
the pursuit of greater economic develop-
ment and prosperity.

At the other end of the spectrum, nearly
half of the countries graded in the In-
dex—84 economies—have registered eco-
nomic freedom scores below 60. Of those,
63 have economies that are considered

“mostly unfree” (scores of 50-60), and 21
have economies in which most aspects of
economic freedom are “repressed” (be-
low 50).

Average levels of economic freedom vary
widely among the five regions of the world.
Europeans on average enjoy the high-

est levels of economic freedom with an
average score of 68.8, far higher than the
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world average of 61.1. The Middle East/
North Africa, Asia-Pacific, and Americas
regions have overall economic scores near
the world average at 61.5, 61.0, and 60.1,
respectively, while the Sub-Saharan Africa
region falls significantly short at only 54.4.

THE PROVEN POWER OF
ECONOMIC FREEDOM

Economies rated “free” or “mostly free”
in the 2018 Index enjoy incomes that are
more than twice the average levels in all
other countries and more than five times
higher than the incomes of “repressed”
economies.

Economic freedom is closely related to
openness and limited government, advanc-
ing entrepreneurial activity. Given this
relationship, it should be apparent that a
government’s most effective stimulus ac-
tivity is not increasing its own spending or
putting in place more layers of regulation,
both of which reduce economic freedom.
The best results are often achieved instead
through policy reforms that limit the size
of government and create greater econom-
ic dynamism in the private sector.

There is a robust relationship between im-
provements in economic freedom and lev-
els of economic growth per capita. Wheth-
er long-term (20 years), medium-term

(10 years), or short-term (five years), the
relationship between positive changes in

economic freedom and rates of economic
growth is consistent. This relationship
holds over all levels of development.

Improvements in economic freedom are
avital determinant of whether or not
countries will achieve rates of economic
growth sufficient to reduce poverty. As

the global economy has moved toward
greater economic freedom over the life of
the Index, the world economy has nearly
doubled in size. This progress has lifted
hundreds of millions of people out of pov-
erty and cut the global poverty rate in half.

The link between economic freedom and
overall human development is clear and
strong. People in economically free societ-
ies live longer, have better health, are able
to be better stewards of the environment,
and push forward the frontiers of human
achievement in science and technology
through greater innovation.

Economically freer countries that open
their societies to new ideas, products, and
innovations have largely achieved high
levels of social progress. It is not massive
redistributions of wealth or government
dictates that produce the most positive
social outcomes. Instead, mobility and
progress require lower barriers to market
entry, freedom to engage with the world,
and less government intrusion.

2018 Index of Economic Freedom
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254
445
8.8
282
239
471
294
29.5
29.6

Government Integrity
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34.7
53.8
213
178
30.2
275
329
26.9
24.6
34.8
426
331
212
275
472
213
363
246
289
282
32.9
39.4
331
32.2
202
30.4
311
38.8
326
36.8
269
213
28.9
234
29.0
220

Tax Burden

60.4
80.0
74.0
86.4
90.3
67.4
59.7
835
74.8
80.1
88.4
68.5
711
72.1
785
79.4
785
721
84.2
75.9
86.3
48.2
82.0
86.7
84.2
91.9
9.7
76.5
93.2
65.7
719
65.9
73.2
76.9
737
80.2
79.9

Government Spending
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209
65.5
39.3
85.6
92.9
85.6
71.8
79.0
65.2
85.6
57.1
72.1
82.0
942
715
71.1
88.2
80.2
87.6
72.8
84.7
23.8
69.5
79.3
65.1
78.2
74.0
90.6
74
55.6
74.0
80.6
94.8
70.7
86.1
45.0
89.8

Fiscal Health
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87.1
82.5
49.7
96.6
9.5
39.7
82.6
3.8
58.4
519
789
141
132
54.0
144
98.5
71.8
89.2
90.5
458
60.2
12
0.0
273
85.5
98.7
52.6
0.0
61.0
99.1
281
72.0
759
65.9

Business Freedom
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62.9
70.5
418
45.6
60.7
57.5
59.5
611
483
67.0
515
60.6
521
55.5
56.4
55.3
69.8
64.6
64.2
54.2
529
65.9
65.4
715
48.8
63.2
40.2
57.6
56.2
54.2
541
60.2
41.7
44.0
62.7
513

Labor Freedom
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63.2
611
415
499
58.7
56.2
69.5
64.1
75.6
414
66.7
66.4
62.9
41.8
40.6
435
435
59.2
65.9
58.9
427
55.0
515
442
60.4
513
67.4
433
64.0
54.0
478
59.9
429
52.8
30.5

Monetary Freedom
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783
85.0
774
734
84.7
81.2
63.7
73.2
68.9
79.1
84.7
68.8
69.0
74.0
75.9
771
65.4
65.8
824
67.6
74.2
70.1
76.0
69.6
81.9
754
67.1
83.8
513
63.2
71.8
60.3
60.4
82.5
60.1
69.5

Trade Freedom
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62.2
65.2
78.0
55.6
74.9
65.1
79.7
719
75.9
66.7
85.9
61.2
69.8
724
65.9
78.3
66.6
615
70.9
68.5
718
56.6
70.9
84.5
78.7
60.7
85.6
70.3
64.7
61.2
64.6
715
53.4
811
69.4

Investment Freedom
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2018 INDEX OF ECONOMIC FREEDOM WORLD RANKINGS
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157 37 Uzbekistan G 08 47 3 42 910 655 997 669 520 619 625 0 10
153 27 Brazi 15 558 %55 314 706 07 77 6 468 T4 685 50 50
154 38 Afghanistan Gl 24 179 82 262 918 793 B3 B0 53 778 660 10 10
155 39 Maldives GRB 08 450 B8 %6 3 455 67 786 06 833 44 353
15 13 lran GEN 04 35 %3 36 810 911 917 643 62 98 S5 0 10
157 3 Burund 23 U6 7 %2 70 786 S48 S0 632 702 692 55 %0
158 3 Liberia 18 262 @4 R0 75 N4 NI B1 95 T4 728 5N
159 40 Kiribati GEl 01 450 %3 39 724 00 %5 531 L6 820 62 25 3
160 36 Niger 13 34 N6 N4 B3 729 158 45 457 835 615 B4
161 37 Sudan 06 278 24 22 89 B3 §2 3 B8 622 61 5 2
162 38 Chad TRl 03 0 41 Bl M8 W05 819 M4 £03 99 522 60 4
163 39 Central African Republic 26 179 B2 46 646 946 %4 272 45 N5 572 45 %
164 40 Angola 01 %0 54 189 824 61 548 53 09 B5 95 0 40
165 28 Ecuador TRl 05 37 23 %2 4 %25 40 %6 BT 01 688 3% 4
166 29 Suriname TRl 01 37 24 39 714 T64 17 483 BS 05 48 4 3
167 41 Timor-Leste 18 209 138 30 974 309 00 669 627 784 800 45 2
168 41 Togo 5437 82 34 63 3375 M7 42 TS 612 65 X
169 4 Turkmenistan PRl 03 28 S0 23 %59 92 %6 00 200 763 80 0 10
170 4 Mozambique 36 %4 %3 282 706 607 00 S0 378 667 767 B 0
171 43 Djibouti 16 190 138 290 698 272 180 517 89 695 549 80 50
172 14 Algeria MOl 12 278 52 20 40 459 192 661 47 99 635 5 3
173 %0 Bolivia 36 190 114 231 857 465 468 N2 092 675 755 5 40
174 4 Zimbabwe 00 276 B0 189 61 720 91 31 B8 769 691 50 10
175 45 Equatorial Guinea N0 0 28 176 %2 696 610 191 456 288 87 B8 4 3
176 4 Eritrea 05 %5 138 B4 799 6 00 567 657 609 692 0 2
177 47 Congo, Rep. 11 %4 B2 M6 08 B4 62 33 M1 TS 69 0 %
178 31 Cuba Rl 20 297 100 %1 40 00 644 200 200 664 647 10 10
179 3 Venezuela Il 5 52 138 75 725 573 184 B4 42 00 %7 0 10
180 43 NorthKorea 09 98 50 52 00 00 00 50 50 00 00 0 O
NA - rag NA %7 114 B4 NA 54 119 91 698 792 NA NA WA
NA - Libya WM v 52 21 B1 w5 00 199 B35 459 %2 800 5 NA
NA  Liechtenstein WA A NA WA NA WA NA WA NA NA 900 85 80
NA  Somalia WA 1254 178 NA WA NA WA NA WA NA NA A
NA - Syria WM nh %67 21 B WA NA 138 618 92 M2 %66 0 NA
NA Yemen WM i 179 65 212 WA 809 54 527 521 666 NA S0 N/
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