CHAPTER 3

KEY FINDINGS OF
THE 2019 INDEX

ow in its 25th edition, the Index of Economic
Freedom examines economic policy devel-
opments in 186 countries. Countries are graded
and ranked on 12 measures of economic freedom
that evaluate the rule of law, size of government,
regulatory efficiency, and openness of markets.
As countries’ governments compete to im-
prove their scores and move up in the rankings,
the real winners are the people of the world.
The link between economic freedom and de-
velopment is clear and strong. Improvements
in economic policy that enhance economic
freedom have lifted hundreds of millions out of
poverty and enabled countless others to enjoy
levels of prosperity never before seen.

THE GLOBAL ECONOMY:
MODERATELY FREE

Global economic freedom has declined
slightly over the past year. The inherent ten-
sion between the controlling tendencies of
governments and the entrepreneurial freedom
of an unfettered marketplace has heightened
around the globe, evident most notably in in-
creased protectionism and politically motivat-
ed government spending. The global average
economic freedom score in the 2019 Index is
60.8, a 0.3 point setback from last year but still
the third-highest level in the 25-year history of
the Index.

The global distribution of economic freedom
continues to be bell-shaped, with an almost
equal number of countries above and below

average in the rankings. Of the 180 economies
ranked in the 2019 Index:

» Six (Hong Kong, Singapore, New Zea-
land, Switzerland, Australia, and Ire-
land) earned the designation of “free” with
scores above 80.

e Anadditional 88 countries, with scores
above 60 in the ratings, provide institu-
tional environments in which individu-
als and private enterprises benefit from
at least a moderate degree of economic
freedom. Twenty-nine of these countries,
with scores between 70 and 80, are consid-
ered “mostly free.” The remaining 59, with
scores between 60 and 70, are judged only

“moderately free.”

e At the other end of the spectrum, 86 econ-
omies have registered economic freedom
scores below 60. Of those, 64 are consid-
ered “mostly unfree” (scores of 50-60).
The remaining 22 have economies in
which most aspects of economic freedom
are “repressed” (below 50).

o Everyregion except sub-Saharan Africa
has at least one representative among the
top 20 freest economies. Eleven of these
economies are in Europe, led by Switzer-
land, Ireland, and the United Kingdom.
Five are in the Asia—Pacific region, with
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Taiwan joining the top 10 as the world’s
10th freest economy for the first time.
Canada, the United States, and Chile
represent the Americas and the United
Arab Emirates represents the Middle
East and North Africa region.

ADVANCING ECONOMIC
FREEDOM: THE SUREST WAY TO
PROSPERITY AND PROGRESS

The rankings in the Index demonstrate that
the best economic results are achieved through
policy reforms that limit the size of government
and create greater economic dynamism in the
private sector. Policies that promote economic
freedom, whether by improving the rule of law,
by promoting efficiency, or simply by restrain-
ing the regulatory intrusiveness of govern-
ment, provide the empowering environment
for people-centered solutions to economic and
social challenges.

e People in economies rated “free” or “most-
ly free” in the 2019 Index enjoy incomes
that are more than twice the average levels
in all other countries and more than six
times higher than the incomes in “re-
pressed” economies.

e Thereis arobust relationship between
improvements in economic freedom and
economic growth. Whether long-term
(25 years) or short-term (five years), the
relationship between gains in economic
freedom and rates of economic growth
is consistently positive. The economic
growth rates of countries where econom-
ic freedom has expanded the most are
at least 30 percent higher than those of
countries where freedom has stagnated
or slowed.

The move toward greater economic free-
dom in recent decades has contributed to
a doubling in the size of the world econ-
omy. This progress has lifted hundreds

of millions of people out of poverty and
cut the global poverty rate by two-thirds.
Greater economic freedom has had a
positive impact not just on the number of
people in poverty, but also on the intensity
of the poverty still experienced by some.
For those who are still living in poverty,
the level of deprivation at the individual
level in education, health outcomes, and
standards of living is much lower on
average in countries with higher levels of
economic freedom.

Economic freedom is not just about
financial success. The societal benefits

of economic freedom extend far beyond
higher incomes or reductions in poverty.
People in economically free societies live
longer, enjoy better health, and are able to
be better stewards of the environment.

Greater economic freedom also provides
more fertile ground for effective democrat-
ic governance. By empowering people to
exercise greater control of their daily lives,
economic freedom ultimately nurtures
political reform by making it possible for
individuals to gain the economic resourc-
es they need to challenge entrenched
interests and compete for political pow-
er. Pursuit of greater economic freedom

is thus an important stepping-stone to
democratic governance.
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12 ECONOMIC FREEDOMS: A GLOBAL LOOK

RULE OF LAW

(+0.8) (-2.2) (-0.4)

100 —

80 —
70 —
60 —

50 —

Government
Integrity

Property Judicial
Rights Effectiveness

Several governments made progress in enhancing
judicial effectiveness by increasing institutional
independence and accountability. Although the
global score for property rights improved somewhat
in the 2019 /ndex, scores for government integrity
and judicial effectiveness declined. The low average
scores for these three indicators reflect a poor over-
all level of protection for private property as well as
the systemic corruption of government institutions
by such practices as bribery, cronyism, and graft.

REGULATORY EFFICIENCY

(-0.8) (+0.7) (-0.9)
100 —
80 —
70 —
60 —
50 —
0
Business Labor Monetary
Freedom Freedom Freedom

Many economies have continued to streamline

and modernize their business frameworks, and the
overall pace of reform in developing countries has
generally exceeded the pace in developed coun-
tries. Nonetheless, the 2019 /ndex global score for
business freedom declined, reflecting the ongoing
temptation among governments to try to microman-
age business decision-making to achieve politically
motivated goals. Monetary freedom also decreased
slightly, reflecting a somewhat greater tendency by
governments to control prices.

GOVERNMENT SIZE

(+0.6) (+0.6) (-0.6)
100 —

80 —|
70 —
60 —

50 —

Tax Government Fiscal
Burden Spending Health

The average top individual income tax rate for all
countries in the 2019 /ndex is about 28.5 percent,
and the average top corporate tax rate is 24.0
percent. The average overall tax burden as a per-
centage of GDP corresponds to approximately 22.2
percent. The average level of government spending
as a percentage of GDP is equal to 33.2 percent.
The average level of gross public debt for countries
covered in the Index is equivalent to about 56.2
percent of GDP.

OPEN MARKETS

(-1.5) (No change) (No change)

100 —

80 —
70 —
60 —

50 —

Financial
Freedom

Trade Investment

Freedom Freedom

Global trade freedom suffered a setback in this
year’s Index, falling from 75.9 to 74.4. Investment
freedom remained unchanged, but progress was
uneven, and investment policy measures in many
countries remain geared toward promotion of
sectoral investment rather than general market
openness. While the global score for financial
freedom was unchanged, financial institutions

in many countries continue to face uncertain
regulatory environments.
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I 1 HongKong 00 933 753 88 %1 903 1000 %4 892 864 950 %0 900
2 2 Singapore TPl 06 94 ®4 BI04 %7 800 908 910 853 U8 80 800
33 New Zealand 02 %0 85 %7 710 504 %86 910 87 &5 924 800 800
41 Switzerland Ol 02 853 820 80 705 648 %3 754 725 852 874 850 900
5 4 Australia 00 701 85 799 628 601 82 883 841 866 876 800 900
6 2 lreland 01 88 664 780 763 774 890 81 753 870 80 %0 700
73 United Kingdom D890 09 923 89 838 647 482 686 929 735 812 80 %0 800
8 1 Canada CI1 00 870 64 846 768 513 831 819 737 772 868 800 800
9 1 United ArabEmirates | 726 00 818 871 788 %92 688 889 799 6Ll 809 844 400 600
10 5 Taiwan WH3 07 854 700 692 750 %06 916 B2 609 844 820 600 600
11 4 Iceland W70 01 814 638 838 727 M40 %7 884 641 817 870 850 700
122 United States (68| 11 793 786 774 751 5.1 531 838 894 766 866 850 800
13 5 Netherlands 0768 06 80 747 81 516 429 B3 814 603 840 860 %0 800
14 6 Denmark D67 01 82 778 &8 420 144 %7 907 864 841 860 %00 800
15 7 Estonia U766 22 815 760 731 799 511 998 753 572 796 860 %00 700
16 8 Georgia IB9 03 69 546 S5 8.1 736 B9 858 766 760 886 800 700
179 Luxembourg U5 05 80 724 88 654 466 989 688 459 826 860 950 800
18 3 Chile UBA 02 687 563 623 773 810 890 766 650 845 888 850 700
19 10 Sweden W52 11 85 840 80 #2267 %6 880 539 820 860 850 800
20 11 Finland L7490 05 86 812 925 668 72 84 894 503 848 860 850 800
2 12 Lithuania W2 11 736 612 478 84 651 93 752 636 846 860 800 700
2 6§ Malaysia L7400 05 841 682 4 86 832 824 839 744 786 820 600 500
23 13 CzechRepublic WBI 05 748 416 21 826 21 976 724 71 815 860 800 800
2 14 Germany BB5 07 79 74 813 608 423 918 833 528 779 860 800 700
5 1 Mauritius PBO. 21 65 61 403 %1 803 736 798 608 794 884 800 700
2% 15 Norway PBO 13 861 812 93 574 B3 973 894 537 754 832 750 600
22 lsrael L728 06 800 734 679 619 524 853 714 651 862 844 750 700
8 3 Qatar L7261 00 645 600 774 97 68 940 712 659 784 832 600 600
29 7 SouthKorea B3 15 793 55 505 642 686 %8 913 574 820 804 700 700
3§ Japan D21 02 841 e85 780 682 550 557 805 790 859 800 700 600
316 Austria D200 02 842 713 774 505 245 855 749 687 815 860 %00 700
% 7 Rwanda Wil 20 72 2 679 798 794 83 62 822 761 704 600 400
33 17 Macedonia Bl 02 60 607 47 918 700 829 802 715 787 820 650 600
39 Macau D00 01 600 600 332 771 %04 1000 600 500 765 900 80 700
3 18 Latvia W04 32 613 44 B5 720 524 %9 725 733 811 860 850 600
% 3 Botswana 695 04 81 457 524 827 659 046 687 682 788 38 650 700
3719 Bulgaria 690 07 625 419 351 %2 639 988 627 684 880 80 700 600
% 4 SaintLucia 687 11 659 638 503 762 793 813 763 692 39 732 650 400
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39 Jamaica 686 -05 607 492 450 802 760 800 780 736 826 684 800 500
40 Uruguay 686 -06 683 589 692 772 675 699 743 719 729 786 8.0 300
41 20 Malta 68.6 01 698 504 503 642 561 945 671 613 782 8.0 8.0 60.0
42 21 Romania 686 -08 667 519 398 897 69.0 893 631 645 827 8.0 700 500
43 10 Thailand 683 12 537 459 34 813 858 95 825 639 752 830 550 600
44 22 Cyprus 68.1 03 731 481 437 749 552 803 769 595 840 86.0 750 60.0
45 7 Peru 678 -09 561 340 318 806 861 885 678 635 839 864 750 600
46 23 Poland 678 -07 623 440 498 749 488 864 654 639 821 860 8.0 700
47 24 Armenia 677 -10 572 463 386 847 790 530 783 714 778 808 750 700
48 25 Belgium 673 -02 813 616 725 471 152 734 781 610 761 8.0 850 700
49 8 Colombia 675 -16 592 343 335 743 750 792 714 785 756 760 800 70.0
5 9 Panama 672 02 604 301 341 850 8.3 913 736 434 794 792 750 700
51 26 Kosovo 670 04 572 535 447 925 777 960 738 649 783 708 650 300
52 27 Albania 66.5 20 548 306 404 863 739 806 693 527 815 878 700 700
55 4 Jordan 66.5 16 584 526 503 914 734 606 618 527 850 814 700 60.0
54 5 Bahrain 664 -13 635 507 536 997 627 37 714 711 8l6 838 750 80.0
55 19 v Vincentand 658 19 365 638 505 712 743 850 765 735 822 666 700 400

The Grenadines
5 11 Indonesia 658 16 522 535 395 837 914 881 693 493 774 798 450 60.0
57 28 Spain 65.7 06 729 514 519 623 462 511 668 578 875 860 8.0 700
5 29 Slovenia 655 0.7 764 465 536 584 383 826 793 612 836 8.0 700 500
59 12 Kazakhstan 654 -37 593 561 403 934 837 410 739 862 709 80.0 500 500
60 13 Azerbaijan 654 11 591 531 447 875 595 894 695 639 630 746 600 60.0
61 11 CostaRica 65.3 -03 583 540 545 792 884 425 672 552 832 814 700 500
62 30 Portugal 655 19 715 643 595 599 356 698 797 443 850 86.0 700 60.0
63 14  Brunei 651 09 640 560 437 907 599 200 802 908 765 840 650 500
64 31 Hungary 65.0 -17 609 452 353 786 317 850 611 647 818 8.0 8.0 700
65 32 Slovakia 65.0 -03 685 372 317 786 461 872 613 534 786 860 750 700
66 12 Mexico 647 -01 591 349 263 /58 782 832 678 586 759 814 750 60.0
67 13 Barbados 647 77 529 599 538 701 650 795 698 599 783 566 700 60.0
68 35 Turkey 646 08 558 498 412 764 651 922 660 492 700 796 700 60.0
69 34 Serbia 639 14 501 448 372 820 451 901 729 674 800 770 700 500
70 15 Philippines 638 -12 487 34 309 769 887 971 613 579 696 782 600 60.0
71 35 France 638 -01 825 661 679 484 39 649 812 452 791 810 750 700
72 14 Dominica 63.6 -09 492 638 545 721 535 847 707 604 857 682 700 300
75 4 Cabo Verde 631 31 441 490 457 764 712 597 652 557 841 682 800 60.0
74 16 Bhutan 629 11 625 554 545 830 716 776 687 795 726 794 200 300
75 6 Morocco 629 10 572 471 392 722 727 669 703 331 835 774 650 700
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15 The Bahamas 629 04 42 469 437 93 868 657 685 675 781 48 500 600
16 Guatemala 626 -08 403 323 264 792 %56 %2 536 87 770 82 700 500
5 Cote d'Ivoire 624 04 409 478 31 75 839 743 610 525 742 736 750 500
17 Kyrgyz Republic 623 05 199 279 272 941 542 784 734 798 744 786 600 500
3% ltaly 622 03 717 98 437 56 265 713 717 511 840 860 850 500
18 Fi 622 02 673 29 234 BL1 717 84 60 729 735 628 550 500
19 Samoa 622 07 538 310 377 799 623 936 7.0 782 835 638 550 300
37 Bosniaand Herzegovina =~ 61.9 05 402 379 302 843 461 966 497 670 831 826 650 60.0
17 El Salvador 618 -14 36 291 234 781 83 819 52 531 790 8L4 750 600
18 Paraguay 618 03 395 300 255 %3 789 %3 615 292 728 766 750 600
3 Croatia 614 04 660 429 386 664 334 854 607 40 785 80 750 600
6 Seychelles 614 02 582 375 392 763 603 920 633 632 800 8L4 550 300
7 Oman 610 00 581 516 538 978 325 161 752 573 717 810 650 600
19 DominicanRepublic 610 06 506 181 232 846 903 899 519 576 797 758 700 400
8 Kuwait 608 -14 59 £33 33 97 173 %91 54 617 706 790 550 600
9 Saudi Arabia 607 11 550 627 98 98 575 194 723 633 781 760 450 500
39 Montenegro 605 38 554 518 395 83 326 232 733 734 86 847 750 500
20 Honduras 602 04 434 310 253 828 782 %9 569 320 730 794 650 600
7 Tanzania 602 03 34 414 332 805 03 852 466 662 704 618 550 500
8 Uganda 23 02 W5 B4 733 887 686 463 832 801 754 550 400
9 Burkina Faso 06 191 429 %6 819 800 618 516 523 862 652 650 400
10 Moldova 07 52 206 254 84 91 90 6.0 390 735 780 550 500
1 Russia 07 524 451 36 894 623 866 784 525 651 778 300 300
10 Namibia GEN 02 559 547 498 665 489 157 658 851 744 830 650 400
20 China 752 491 704 701 760 562 642 719 730 250 200
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21 Papua New Guinea
11 South Africa

90 372 718 891 752 622 726 700 809 250 300
393 397 621 676 626 643 591 752 760 450 500

12 Mali 05 337 B4 26 687 854 82 538 522 816 698 650 400
12 Belarus 02 %52 517 37 894 43 84 750 753 670 764 300 100
2 Cambodia 09 34 276 167 897 859 8.1 299 630 794 654 600 500
13 Greece GEN 04 54 495 377 501 233 790 741 525 791 BLO 550 500
21 Nicaragua 12 B4 187 N3 69 791 BI 60 558 727 760 600 500
2% Tonga 540502 266 BI85 409 B4 53 699 694 736 400 200
13 Ghana GEN 15 /01 M2 %5 788 820 B9 65 599 663 634 700 600
2 Laos 38 38 M5 B5 869 853 665 601 601 785 818 3O 200
14 Nigeria 12 35 343 205 850 %5 682 512 83 60 624 450 400
2 TinidadandTobago AN 07 523 406 329 823 619 166 678 756 751 684 600 500
23 Guyana G0N 19 417 29 32 610 694 776 593 620 769 668 550 300
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114 15 Madagascar S <02 332 244 143 910 918 855 473 446 724 692 550 50.0
115 25 Srilanka L4 447 394 289 849 883 304 751 588 701 762 400 400
116 26 Vanuatu -131 659 364 519 973 541 153 524 588 750 644 650 400
117 16 Senegal 06 478 404 403 708 733 60.0 533 394 782 720 60.0 40.0
118 17 Gabon Jdoe <17 281 306 35 758 866 821 521 530 800 512 600 400
119 18 Mauritania 17 275 306 306 780 742 806 619 515 812 626 500 40.0
120 19 Guinea 35 347 326 255 694 898 872 546 549 664 632 50.0 40.0
121 27 Bangladesh el 05 361 345 244 727 945 776 509 682 699 636 450 30.0
122 28 Tajikistan -7 478 521 364 918 646 603 673 492 685 736 250 300
125 24 Belize el <17 417 469 2720 799 659 391 618 548 787 640 550 50.0
12420 Comoros e 08 365 296 244 639 734 917 572 603 828 70.0 450 300
125 10 Tunisia S350 492 427 36 744 744 319 767 503 760 714 450 300
126 29 Mongolia -0.3 482 258 298 885 631 62 660 750 778 758 500 60.0
127 21 Benin SBier -14 3720 328 281 693 834 279 624 538 864 618 700 50.0
128 30 Vietnam 22 498 403 340 797 741 407 635 628 689 792 30.0 40.0
129 31 India 07 573 616 478 794 773 147 511 418 724 724 400 400
130 22 Kenya 04 538 469 321 795 778 138 558 634 727 604 550 50.0
131 32 Pakistan B 06 415 402 306 805 876 492 561 418 726 648 550 400
132 25 Eswatini 1.2 417 429 3.0 748 656 183 592 675 737 876 500 400
133 33 Solomon Islands 29 499 517 335 655 35 894 686 720 8.0 568 150 300
134 24 Sdo Tomé and Principe S 04 374 266 355 872 670 623 651 427 705 642 60.0 30.0
135 25 Guinea-Bissau 29 326 429 253 888 867 B8L4 359 612 781 556 300 300
136 34 Nepal 03 392 347 262 840 837 985 618 479 694 604 100 300
137 26  Ethiopia S 08 326 409 3B1 0 772 904 833 486 580 608 608 350 200
138 27 Zambia -0.7 450 36 323 723 801 123 711 460 703 726 550 500
139 35 Burma -0.3 37 181 306 8.6 8.4 783 528 657 696 708 300 200
140 36 Uzbekistan Bl 18 498 343 252 913 674 987 725 587 589 626 100 100
141 37 Maldives Sl 21 439 364 355 958 608 107 783 708 810 626 350 300
142 28  Lesotho 08 415 457 309 594 330 635 533 588 750 810 550 400
143 25 Haiti 51104 253203 799 883 959 362 626 665 720 450 300
144 11  Egypt e 09 370 483 292 852 681 00 659 516 623 718 600 500
145 29  Cameroon 05 425 313 255 744 815 584 444 478 840 534 300 500
146 30 The Gambia 01 399 425 412 743 707 0.0 540 674 624 616 650 50.0
147 44 Ukraine Sty 040 439 315 296 818 469 826 661 467 586 750 35.0 300
148 26 Argentina e 01 478 445 335 693 495 330 564 469 602 700 550 600
149 38 Micronesia 04 76 266 366 928 00 988 574 719 858 806 350 300
150 27 Brazil S 05 573 517 281 705 552 59 579 519 755 69.0 500 500
151 31 Niger S 21 372 310 341 769 /56 222 563 482 767 658  55.0  40.0
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157 39 Afghanistan G 02 196 96 252 917 803 %93 492 604 767 660 100 100
153 32 Malawi 06 38 401 252 798 703 191 47 640 65 754 500 500
154 12 Lebanon 21 35 %66 182 918 756 00 429 465 781 790 600 500
155 13 lIran 02 335 413 30 809 898 895 622 507 601 546 50 100
15 33 Angola X 20 359 266 205 89 807 82 557 588 554 612 300 400

Democratic Republic

157 34 S -18 0 253 307 262 738 939 969 532 419 491 626 300 200
of Congo

158 35 Togo 25 355 296 281 678 770 245 504 467 791 694 650 30.0

159 36 Chad 06 207 246 252 461 924 852 281 432 823 472 60.0 40.0

160 37 Liberia Wl -1 267 390 242 827 621 691 506 383 689 601 550 200

161 38 Central African Republic [REX

—

01 196 296 252 652 942 943 242 401 723 510 450 300
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162 39 Burundi 20 206 310 262 740 833 233 503 675 622 682 500 30.0
163 40 Mozambique Rl 23 339 352 281 755 669 166 571 420 654 780 35.0 50.0
164 40  Turkmenistan iy 13 316 298 203 9.9 920 923 300 200 724 760 100 100
165 28 Suriname 00 491 222 %5 709 772 96 483 735 560 646 400 300
166 41 Sudan L7775 2220 262 83 %6 761 521 590 569 450 5.0 200
167 42 Sierra Leone el 43 35 345 262 813 844 132 449 293 650 694  60.0 20.0
168 41 Kiribati 35 441 34331 730 00 986 419 507 811 532 250 300
169 43 Djibouti 20 297 181 281 762 273 181 547 604 727 504 800 50.0
170 29 Ecuador (el -16 359 202 253 770 555 321 541 482 735 664 350 400

171 14 Algeria

172 42 Timor-Leste

173 30 Bolivia

174 44 Equatorial Guinea
175 45 Zimbabwe

176 46 Republic of Congo
177 47 Eritrea

178 31 Cuba

179 32 Venezuela

180 43 North Korea

316 362 289 764 487 187 6L6 499 749 674 300 300
297 131 321 %3 09 200 605 588 795 750 450 200
205 123 197 824 493 176 588 529 688 704 150 40.0
297 181 158 713 676 164 376 327 837 488 400 300
29.7 248 158 623 745 237 334 433 724 700 250 100
332 296 253 595 406 00 382 358 826 568 450 300
5 181 197 814 739 00 177 700 610 692 00 200
316 100 377 488 00 156 200 200 656 640 100 100
76 1831 79 747 581 176 339 280 00 600 00 100
36 50 244 00 00 00 50 50 00 00 00 00
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NA - lrag / 23 03 WA 28 133 544 31 814 NA NA NA A
NA  Libya M4 T8 WA 00 20 42 513 28 NA 5 NANA
N/A  Liechtenstein N/A NANA O NANA NA NA NA NA NA NA 85 80
NA  Somalia 66 79 NA WA WA LT ONA NA NA WA NA A
NA - Syria 30 44 N3 NA WA NA 96 562 483 40 0 NA NA
NA  Yemen 196 22 203 WA 837 00 451 98 615 714 S0 NA A
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