KEY FINDINGS OF
THE 2021 INDEX

A CHALLENGING ENVIRONMENT
FOR ECONOMIC FREEDOM

he coronavirus epidemic struck a world in

which economic freedom was rising rapidly
and more countries than ever were benefitting
from their participation in the market-based
globalized economy. The pandemic-related
business and travel restrictions imposed in
many countries have set back that process sig-
nificantly, and while this edition of the Index
records only the initial effects of those restric-
tions, they are of a magnitude that is likely to
affect both freedom and economic performance
for several years to come.

The overall global economic outlook re-
mains challenging because of the ongoing
pandemic and its lingering impact on many
economic sectors. The situation remains
precarious, particularly in many developing
countries and emerging markets. As the Index
has documented, nations preserving higher
degrees of economic freedom tend to be more
resilient because they capitalize more fully on
the ability of the free-market system not only
to generate economic growth, but also to rein-
force it through efficient resource allocation,
value creation, and innovation.

Regrettably, some of the policy measures
undertaken or planned by governments around
the world in response to the global health cri-
sis run the risk of undermining economic free-
dom and, thus, long-term economic growth and
prosperity. Policymakers cannot simply spend
their way back to prosperity after the toll that
public health responses have taken on local

economies. For a meaningful economic recov-
ery, economic freedom must not be curtailed by
extended government emergency powers.

THE GLOBAL ECONOMY
REMAINS “MODERATELY FREE
The 2021 Index, which considers economic
policies and conditions in 184 sovereign coun-
tries from July 1, 2019, through June 30, 2020,
reveals a world economy that as a whole contin-
ues to be “moderately free.” Perhaps reflecting
the challenging policy environment complicat-
ed by the early stages of the ongoing pandemic,
global average economic freedom remained un-
changed during that period from the previous
year and registered 61.6 for the second year in
arow. This represents a full four-point overall
improvement since the inception of the Index
in 1995 and is the highest average score in Index
history. According to the 2021 Index:

e The standard of living, measured by per
capita incomes, is much higher in eco-
nomically freer countries. Countries rated

“free” or “mostly free” in the 2021 Index
generate incomes that are more than dou-
ble the average levels in other countries
and more than six times higher than the
incomes of people living in countries with

“repressed” countries.

e Increasesin economic freedom were reg-
istered by 89 of the 178 countries graded
in the 2021 Index. Scores declined in 80
countries, and nine were unchanged.
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COUNTRIES IN EACH ECONOMIC FREEDOM CATEGORY
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SOURCE: Terry Miller, Anthony B. Kim, and James M. Roberts,
2021 Index of Economic Freedom (Washington: The Heritage

Foundation, 2021), http:/www.heritage.org/index. Chart 1 & heritage.org
Five countries (Singapore, New Zealand, but fall notably short in areas related to
Australia, Switzerland, and Ireland) the rule of law and the openness of their
earned very high economic freedom scores markets. Major economies such as Chi-

of 80 or more, putting them in the ranks of na, India, Brazil, and Argentina fall into
the economically “free.” this group.

Thirty-three countries earned a designa- e Thereis aclear relationship between im-
tion as “mostly free” by recording scores of proving economic freedom and achieving
70.0 to 79.9, and an additional 59 countries higher per capita economic growth. No
were considered at least “moderately free” matter what their existing level of de-
with scores of 60.0 to 69.9. Thus, a total of velopment may be, countries can mea-

97 countries, or 54 percent of all nations surably boost their economic growth by
and territories graded in the 2021 Index, implementing steps to increase economic
have institutional environments in which freedom through policies that reduce taxes,
individuals and private enterprises benefit rationalize the regulatory environment,
from at least a moderate degree of eco- open the economy to greater competition,
nomic freedom in the pursuit of greater and fight corruption.

economic development and prosperity.
» Poverty rates are much lower in countries

On the opposite side of the spectrum, 46 with higher levels of economic freedom.
percent of the countries graded in the 2021

Index (81 economies) have registeredeco- ¢ Economic freedom correlates highly with
nomic freedom scores below 60. Of those, overall well-being, including such factors
63 economies are considered “mostly as health, education, the environment,
unfree” (scores of 50.0 to 59.9). These may innovation, societal progress, and demo-
have some features of the market system cratic governance.

2021 Index of Economic Freedom



TOP ECONOMIC FREEDOM
GAINERS, BY REGION

Change in Overall Score in the /ndex of
Economic Freedom, 2020 to 2021

The Americas Barbados +3.6
Cuba +1.2
Dominican Rep. +1.2
Guyana +1.2
Ecuador +1.1
Asia-Pacific Mongolia +6.5
Solomon Islands  +3.6
Tajikistan +3.0
Vietnam +2.9
Kazakhstan +1.5
Taiwan +1.5
Europe Spain +3.0
Montenegro +1.9
Croatia +1.4
Armenia +1.3
Cyprus +1.3
Ukraine +1.3
Middle East/ Bahrain +3.6
North Africa Saudi Arabia +3.6
Algeria +2.8
Egypt +1.7
Oman +1.0
Sub-Saharan Rep. Congo +8.9
Africa Benin +4.4
Eritrea +3.8
Sierra Leone S/
Togo +3.4

SOURCE: Terry Miller, Anthony B. Kim, and James M.
Roberts, 2021 Index of Economic Freedom
(Washington: The Heritage Foundation, 2021),
http://www.heritage.org/index.

Table 1 & heritage.org

WHAT’S NEW?

The Index this year measures economic
freedom only in independent countries where
governments exercise sovereign control of eco-
nomic policies.

Hong Kong and Macau are thus no longer in-
cluded in the Index. No doubt both Hong Kong
and Macau, as Special Administrative Regions,
enjoy economic policies that in many respects

MORE ECONOMIC FREEDOM
ALSO MEANS BETTER ...
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Overall Score in the 2027 Index of
Economic Freedom

NOTE: Chart shows trend lines for countries
appearing in both the indicated index and the /ndex
of Economic Freedom. Scores have been adjusted
to appear on a universal scale.

SOURCES: Terry Miller, Anthony B. Kim, and James
M. Roberts, 2027 Index of Economic Freedom
(Washington: The Heritage Foundation, 2021),
http://www.heritage.org/index; United Nations
Development Program, “Human Development
Index,” http://hdr.undp.org/sites/default/
files/hdr2019.pdf (accessed December 2, 2020);
and Yale University, “2020 Environmental
Performance Index,” https://epiyale.edu (accessed
December 2, 2020).

Chart 2 & heritage.org

offer their citizens more economic freedom

than is available to the average citizen of China,
but developments in recent years have demon-
strated unambiguously that those policies are

ultimately controlled from Beijing. As appro-
priate in the future, developments in Hong

Kong or Macau that are relevant to economic

freedom will be considered in the context of
China’s evaluation in the Index.
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There has been a significant change in the
data source for most country evaluations of
trade freedom. The Index now relies primar-
ily on the World Trade Organization’s annual
World Tariff Profiles for trade-weighted average
tariff rates in order to reflect the most authori-
tative and consistent tariff information.

In addition, given the major but hopefully
short-term impact of COVID-19 on the global
economy, the Index includes on each country
page a short paragraph reporting the number
of deaths from the pandemic as of December 1,
2020, and the expected economic impact of the
public health crisis and the various measures
governments have taken to combat it as esti-
mated by the International Monetary Fund.
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12 ECONOMIC FREEDOMS: A GLOBAL LOOK

RULE OF LAW
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Government

Property Judicial
Rights Effectiveness Integrity

Several governments made progress in enhancing judicial
effectiveness by increasing institutional independence and
accountability, and the worldwide average score for judicial
effectiveness has increased. Global average scores for
property rights have declined, however, reflecting persistent
problems throughout much of the world in protecting private
property. Government integrity has improved globally in the
2021 Index, but the low average scores for the three rule-of-
law indicators continue to reflect the problem of systemic
corruption of government institutions in many countries by
such practices as bribery, cronyism, and graft.

REGULATORY EFFICIENCY
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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 often exceeded the pace in
developed countries. Nonetheless, the /ndex global scores
for business freedom, labor freedom, and monetary freedom
are virtually unchanged this year, reflecting the overall lack of
improvement globally among governments that microman-
age business decision-making or control prices to achieve
politically motivated goals. The global scores for labor free-
dom and monetary freedom this year were the same as in the
2020 Index. Business freedom declined by a tenth of a point.

GOVERNMENT SIZE
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Tax Government Fiscal
Burden Spending Health

The average top individual income tax rate for all countries
in the 2021 /ndex increased to 28.8 percent, but the average
top corporate tax rate declined to 23.5 percent. The average
overall tax burden as a percentage of GDP has declined to
just 21.2 percent. The average level of government spending
has declined to 31.6 percent of GDP, but the average level of
gross public debt for countries covered in the /ndex has risen
to 59.2 percent of GDP.

OPEN MARKETS
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0
Trade Investment Financial
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Global trade freedom suffered an apparent setback as

the worldwide average trade-weighted applied tariff rate
rose from 6.1 percent to 7.6 percent. However, this change
should be interpreted with caution given the change in the
data source for this indicator. Investment freedom has also
declined, and investment policy measures in many countries
remain geared to promotion of sectoral investment rather
than general market openness. The global score for financial
freedom is down as well, reflecting increased government
involvement in the sector in a number of countries.
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2027 INDEX OF ECONOMIC FREEDOM WORLD RANKINGS
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1 1 Singapore 03 975 908 %2 905 941 800 B8 915 854 950 850 800
22 NewZealand Xl 02 913 805 %3 706 81 982 899 863 869 902 800 800
33 Australia 02 815 900 898 626 561 887 8.4 841 867 898 800 900
4 1 Switzerland Rl 01 854 822 879 04 676 %9 736 725 854 860 850 900
5 2 lreland 05 860 724 80 766 8.1 %1 815 761 844 840 %0 700
6 4 Taiwan L6 15 873 729 745 792 910 BT B4 604 843 860 600 600
73 United Kingdom L7841 09 876 767 865 649 548 773 944 732 810 840 800 800
8 4 Estonia (782 05 818 808 864 810 544 %96 727 528 797 840 900 700
9 1 Canada L7190 -03 85 733 879 760 498 842 814 724 761 888 800 800
10 5 Denmark L7181 -05 867 89 %34 437 231 %2 888 738 845 840 900 800
116 lceland B4 03 810 726 906 724 462 976 836 620 794 868 800 700
12 7 Georgia D702 01 669 53 646 891 769 949 849 767 767 860 800 700
13 1 Mauritius L7001 21 784 736 550 96 780 735 837 746 774 880 800 700
14 1 United Arab Emirates [ 769 07 808 811 660 1000 730 95 800 816 806 8L4 400 600
15 8§ Lithuania L7691 02 789 687 745 846 668 972 731 744 801 840 700 700
16 9 Netherlands (768 -02 889 728 %6 517 477 93 805 601 804 840 900 800
17 10 Finland D60 04 919 82 972 680 143 914 858 505 833 840 850 800
18 11 Luxembourg 0600 02 87 776 95 634 462 90 661 459 765 840 950 800
19 2 Chile W52 <16 702 es4 745 723 804 %04 751 625 855 830 700 700
20 3 United States (748 18 797 724 768 760 622 349 825 8.1 811 804 80 800
2 12 Sweden L7 02 866 791 05 436 205 976 82 B9 815 840 80 800
2 5 Malaysia [74 03 51 705 532 838 843 794 867 739 836 624 600 500
3 6 Japan P01 08 878 75 820 628 578 625 859 790 851 804 600 600
27 SouthKorea L7801 00 807 634 689 630 869 97 895 558 844 790 600 600
%5 13 Austria P39 05 88 &5 848 457 201 900 726 684 817 840 %0 700
% 2 lsracl L8 -02 836 7985 768 600 538 792 739 651 844 842 750 700
27 14 Czech Republic IB8| -10 762 8 644 791 514 %1 688 7.1 797 840 700 800
28 15 Norway IB4 00 w4 863 958 571 253 %6 855 528 754 840 750 600
29 16 Germany B725 -10 788 698 815 604 403 928 824 530 772 840 800 700
3 17 Latvia [3| 04 747 59 477 767 516 %6 765 38 796 840 850 600
33 Qatar B7200 -03 663 S0 540 979 692 945 740 659 807 814 600 600
% 18 Armenia B9 13 573 3 450 871 813 843 819 745 769 738 750 700
319 Cyprus b4 13 785 579 650 802 521 820 761 605 850 840 750 600
3 8 Kazakhstan flr 15 602 628 46 936 87 %3 762 82 700 746 500 500
3% 20 Bulgaria BI04 02 662 436 468 B9 647 92 629 685 852 840 700 600
% 21 Malta 0702 07 662 573 S0 686 609 %3 676 618 771 840 850 600
3 22 Belgium P01 12 80 702 813 465 184 787 801 611 820 840 850 700
3 23 Azerbaijan [0 08 679 S8 468 881 652 994 805 659 732 680 700 600
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6 37 Turkey 640 04 615 86 454 732 645 758 685 488 654 760 700 600
77 5 CaboVerde 638 02 45 475 487 779 07 697 606 552 833 680 800 600
78 13 Kyrgyz Republic 637 08 460 233 337 948 638 906 726 795 775 728 600 500
79 38 Croatia 636 14 684 411 514 790 358 896 562 436 787 840 750 600
8 39 Montenegro 634 19 578 562 510 836 353 372 735 780 84 794 750 500
81 9 Morocco 633 00 65 512 399 683 730 685 723 332 83 706 650 700
8 40 BosniaandHerzegovina | 629 03 441 337 424 938 495 971 482 678 841 692 650 600
8 6 Namibia 626 17 5.1 636 474 615 574 537 656 852 772 712 650 400
84 16 Paraguay 626 04 416 260 322 9%2 87 OL6 56 318 738 764 750 600
8 41 Moldova 625 05 606 299 387 90 710 %5 662 392 715 768 550 500
8 14 Mongolia 624 65 481 259 374 809 715 913 619 744 T34 746 500 500
8 15 Fi 622 -12 606 404 468 862 711 684 613 772 749 550 550 500
8 17 DominicanRepublic | 621 12 512 288 346 846 917 844 564 87 753 694 700 400
8 16 Samoa 619 02 485 282 327 789 711 %2 755 808 800 664 550 300
% 17 Vietnam 617 29 513 359 380 803 860 828 652 626 690 790 400 500
91 7 Coted'lvoire 617 20 428 349 270 776 904 841 608 489 747 738 750 500
% 4 Russia 615 05 544 424 417 B0 661 %96 841 554 673 740 300 300
% 8 Tanzania 613 04 413 402 345 807 918 %08 457 677 729 644 550 500
94 18 El Salvador 610 06 309 335 342 779 810 796 54 522 810 708 700 600
% 43 Belarus 610 07 586 404 398 99 555 %65 759 757 702 760 300 200
% 44 Greece 609 10 555 535 536 599 342 800 758 498 800 840 550 500
97 18 Vanuatu 605 02 533 341 395 9%8 617 949 494 545 755 6L§ 650 400
9% 19 Honduras 3 455 %0 91 82 793 %7 47 20 718 718 650 600
%9 9 South Africa 09 596 571 506 639 659 534 615 504 768 726 450 500
100 10 Benin 14 05 30 2 684 920 863 546 585 837 604 500 500
101 11 Ghana 02 493 %2 323 828 878 317 629 609 717 624 700 600
102 20 TrinidadandTobago [N 07 524 469 364 795 709 158 665 768 834 688 600 500
103 19 Papua New Guinea 05 461 508 327 715 880 80 574 702 721 804 250 300
104 12 Gambia 25 M8 M3 B2 69 841 545 560 674 632 666 650 500
105 13 Nigeria 15 38 387 235 89 953 599 600 844 680 684 450 400
106 14 Uganda GXN 09 48 365 250 732 916 632 449 832 789 614 550 400
107 20 China A1 622 715 464 726 616 S48 802 649 698 712 200 200
108 21 Uzbekistan 11 578 508 305 94 799 93 735 612 603 54 200 200
109 22 Bhutan OEN 38 66 457 550 82 716 702 613 796 743 408 200 300
110 15 Gabon 14 242 255 34 777 W08 BT 47 529 845 68 600 400
111 16 Senegal 00 503 378 436 724 842 722 535 366 790 664 600 400
112 17 Madagascar GER 28 37 57 02 06 B4 929 465 M] 737 64 550 500
113 18 Togo GEN 34 M5 82 322 680 848 899 606 471 797 654 600 300
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21.0
268
291
51.0
54.0
385
305
315

Tax Burden

84.8
64.6
771
89.1
717
84.0
78.7
66.3
69.7
80.9
771
79.6
88.7
743
88.4
86.9
85.0
63.5
69.0
91.9
87.2
96.5
8.7
78.7
88.7
87.3
871
715
70.1
74.8
79.0
911
70.0
70.4
771
86.7
78.2

Government Spending
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713
87.1
843
711
93.8
78.5
55.3
92.5
819
715
80.4
482
88.4
79.7
731
88.4
91.6
85.3
68.6
87.1
67.0
64.3
80.2
88.7
86.9
86.8
22.2
56.5
89.0
72.3
76.1
74
52.8
58.5
85.9
91.9

Fiscal Health
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76.2
98.3
53.0
66.3
18.0
922
95.3
60.8
91.8
794
87.7
93.3
74.6
6.0
30.1
97.3
813
51
81.9
35.9
16.4
12,6
69.6
779
511
67.2
53
799
254
99.9
6.1
38.4
75.9
39.7
79.6

Business Freedom
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58.2
525
30.9
80.7
55.6
76.7
58.9
471
44.8
531
63.3
63.5
59.1
62.8
62.7
75.2
485
465
62.3
60.0
719
615
56.7
379
56.9
54.7
55.3
58.0
439
421
539
68.4
59.5
50.4
49.6
475

Labor Freedom
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474
62.6
49.7
68.8
413
738
58.6
52.2
55.0
49.4
187
528
432
514
59.1
60.4
535
462
64.3
712
69.5
57.1
61.0
59.6
5.1
58.8
50.7
499
63.6
59.9
67.0
463
479
30.1
57.4

Monetary Freedom
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81.3
753
751
73.6
69.9
721
80.6
705
747
70.7
704
65.8
80.0
67.0
64.3
716
719.7
83.7
68.5
72.5
775
78.2
754
86.7
67.5
745
75.8
71.8
81.2
705
80.8
824
419
817
65.1
60.6

Trade Freedom
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61.0
66.6
66.8
63.4
69.4
66.6
66.4
61.0
68.4
432
79.2
63.8
65.2
67.0
41.0
66.2
64.0
69.6
70.0
59.8
714
62.2
55.8
70.2
67.8
62.2
64.6
55.2
66.2
68.6
55.6
62.6
59.8
64.6
614

w wu I~ w
& 2 = 2 |nvestment Freedom

50.0
45.0
45.0
40.0
15.0
50.0
65.0
60.0
60.0
35.0
50.0
60.0
65.0
40.0
45.0
65.0
250
30.0
35.0
50.0
55.0
30.0
30.0
35.0
55.0
60.0
30.0
50.0
10.0
70.0
55.0
35.0
60.0
35.0

Financial Freedom
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30.0
40.0
50.0
30.0
300
40.0
30.0
40.0
40.0
50.0
50.0
300
40.0
30.0
50.0
40.0
300
40.0
30.0
20.0
30.0
40.0
50.0
30.0
40.0
20.0
40.0
50.0
50.0
50.0
10.0
40.0
60.0
40.0
200
200
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2027 INDEX OF ECONOMIC FREEDOM WORLD RANKINGS
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152 34 Pakistan e =31 449 407 312 738 860 74 605 412 697 646 600 400
153 36 Mozambique 1.1 295 269 258 748 714 623 552 420 771 708 35.0 500
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154 12 Lebanon 219 885 703 00 443 474 783 744 600 50.0
155 28 Haiti - 126 151 220 802 913 929 330 621 597 654 450 30.0
156 37 Congo, Republic of 50.7 322 257 235 804 840 818 366 366 865 564 350 300
157 35  Nepal 381 341 338 832 732 618 6L5 536 716 576 100 30.0
158 38 Chad 277 50 210 M6 939 %1 253 429 767 520 600 40.0

159 39  Zambia

160 36 Micronesia

161 40 Burundi

162 13 Algeria

163 41 Equatorial Guinea
164 42 Liberia

Congo, Democratic
Republic of

166 44 Central African Republic
167 37 Turkmenistan

168 14 Iran

169 29  Suriname

170 38 Timor-Leste

171 39 Kiribati

372 262 305 711 785 53 661 456 712 682 550 50.0
253 250 882 00 993 5.2 744 821 748 350 300
280 321 270 771 793 322 518 673 747 498 500 30.0
340 416 327 672 554 491 635 513 843 574 300 30.0
278 154 170 752 900 961 364 344 794 488 400 300
295 404 270 8.8 683 543 489 414 585 608 550 200
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250 182 115 713 9.0 995 531 402 617 632 300 200

i -19 232 282 220 653 922 954 233 409 749 452 450 300
277200 220 926 932 %3 300 200 728 742 100 100
335 283 318 808 901 828 571 501 421 542 50 100
455 154 385 700 682 78 458 619 737 602 400 300
32 151 34 917 00 200 622 534 797 750 450 200

448 331 279 707 00 989 320 639 825 238 250 300
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172 30 Bolivia =01 187 110 259 853 584 134 584 534 710 6L6 150 400
175 45 FEritrea 38 242 154 210 740 643 781 173 696 550 692 00 200
174 46 Zimbabwe KPRl -3.6 326 320 213 634 894 588 415 441 00 560 250 10.0
175 47 Sudan =59 326 197 202 849 919 00 508 604 392 450 50 200
176 31 Cuba 12 277 100 487 41 00 146 200 200 o646 642 100 100
177 32 Venezuela vyl -05 75 154 151 711 6l5 00 334 275 00 548 00 100

—
o

178 40  North Korea
N/A N/A - Irag
N/A N/A - Libya

27750 202 00 00 00 50 50 00 00 00 00
48 110 220 NA 653 947 517 456 770 N/A N/A - N/A
165 197 200 NA 00 199 384 553 697 N/A 50 N/A
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N/A N/A Liechtenstein NA NA - NANA NA N N NA N/ N/A N/A 850 80.0
N/A N/A- Somalia NA 278 233 115 N/A NA N/ 312 N/AN/AN/A N/AN/A
N/A N/A - Syria /S N/A 425 197 259 NAONANA 497 578 606 470 00 N/A
N/A N/A Yemen (/S N/A 165 197 170 N 956 489 461 577 546 674 N/A - N/A
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