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REGIONAL

DEVELOPMENTS IN
ECONOMIC FREEDOM

he benefits of economic freedom—greater

income and wealth, better health, and
cleaner environments, among many others—
are evident in each of the five global regions
covered by the Index of Economic Freedom.
However, there are substantial differences
among the regions in terms of their levels of
development and social and economic cultures
that affect the relative importance of the var-
ious factors that influence an economic free-
dom score.

Scores this year also appear to have been af-
fected significantly by government responses
to the COVID pandemic, and the stringency of
those responses differed markedly among the
regions:

e Most stringent in the Asia—-Pacific region
and the Americas,

e Moderately stringent in Europe and the
Middle East and North Africa, and

e Least stringent in Sub-Saharan Africa.

The various lockdowns and other restrictive
measures taken by governments have reduced
(and in certain sectors or geographic areas have
virtually eliminated) levels of business freedom,
labor freedom, and trade freedom, but it is on
fiscal health that anti-COVID policies appear to
have had the biggest impact, with every region
except Sub-Saharan Africalosing more than 10

points of economic freedom in that category.
It is imperative that governments everywhere
restore the ability of firms and individuals to
pursue their economic activities in as normal
a way as possible, both to restore the tax base
and to reduce the need for extra government
spending to mitigate the negative impacts of
these restrictive government policies.

In the longer term, individual countries
looking to improve their scores should focus,
as always, on the indicators in which they per-
form most poorly. A country thatlags in the rule
of law, for example, should concentrate on ad-
dressing corruption, judicial effectiveness, and
the protection of property rights. Such focus
can bring significant immediate gains in eco-
nomic freedom and corresponding improve-
ments in economic growth and prosperity. For
avariety of historical, cultural, geographic, and
other reasons, groups of individual countries in
aregion can reflect the same impact.

Many European countries, for example,
have state-owned and state-operated operat-
ed facilities to provide health care, education,
telecommunications, postal and delivery ser-
vices, and elaborate social welfare programs.
European governments participate in their
economies in other ways as well, including
through state-owned enterprises. These activ-
ities translate into high rates of government
spending and taxation, which have a negative
impact on economic freedom. Burdensome lev-
els of taxation and extraordinarily high levels of
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government spending can create unsustainable
fiscal balances that crowd out more productive
private-sector activities.

The Middle East and North Africa region
falls far behind others in fiscal health with gov-
ernments using debt to finance high spending
on consumer subsidies and income redistribu-
tion schemes. Problems related to the rule of
law are notable throughout the region, as is a
lack of investment freedom in many countries.

While the Asia—-Pacific region continues to
lead the world in economic growth, expanding
by an average annual rate of around 4 percent
over the past five years, scores for investment
freedom and financial freedom fall far below
world standards in many countries. The re-
gion has several flourishing democracies, but
authoritarian governments in China, North
Korea, and other countries drag down region-
al averages on such rule-of-law indicators as
judicial effectiveness and government integrity.

The continued presence of Bolivia, Cuba,
and Venezuela in the very bottom ranks of the
Index has been a significant drag on the region-
al score for the Americas—especially with re-
spect to the rule of law. For most of the Latin
American countries in the region, a culture of
corruption holds back foreign investment and
job growth, and the typically poor quality of the
region’s regulatory environment stifles private
businesses and the formal economy.

Sub-Saharan African countries trail world
averages in almost every category of economic
freedom, especially in scores for government
integrity, business freedom, and financial

freedom. Ongoing deficiencies in scores for
property rights and judicial effectiveness con-
tinue to reflect problems in governance that
are both the cause and the effect of high levels
of political instability and conflict throughout
the region.

In terms of overall scores:

e Europe has long enjoyed the world’s high-
est levels of economic freedom. Its overall
score in 2022 is nearly 10 points higher
than the global average, and it has record-
ed margins of similar magnitude over the
past five years.

* Economic freedom in the Middle East
and North Africa region has fluctuated
during the past half-decade but has gener-
ally scored near the world average overall.

e Similarly, the average economic freedom
scores for the Asia-Pacific region and the
Americas have tracked within two points
above or below the global average in recent
years, but there are wide variations in
scores in both regions.

* Sub-Saharan Africa’s average overall
economic freedom scores have consis-
tently lagged behind those of the other
four regions.

The following pages provide a more detailed
look at each region and highlight significant de-
velopments in a few notable countries.
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THE AMERICAS

he 32 sovereign countries of the North and
South American continents range from the
advanced economies of Canada and the United
States to the Caribbean’s tiny island states and
the huge emerging markets of Latin Ameri-
ca. Together, they account for more than one-
quarter of the globe’s landmass and form one of
the world’s most economically diverse regions.
Poor nations in Central America, for example,
share Iberian-rooted culture and history but
little else with potential economic powerhous-
es like Mexico, Brazil, and Argentina.
Unfortunately, it seems that many coun-
tries in the region are at risk of sliding into
another period of populist-leftist political
resurgence. Not coincidentally, Communist
China has become a dominant foreign power
in Latin America. Apparently, many citizens
in the region are either unaware of or have
largely forgotten its painful history of suffer-
ing under past leftist governments that ex-
ploited now-unfamiliar but long-discredited
Communist-socialist theories to justify the
imposition of destructive Marxist economic

THE AMERICAS:
QUICK FACTS

TOTAL POPULATION: 1.02 billion
Population-Weighted Averages

GDP PER CAPITA (PPP):
1-YEAR GROWTH:
5-YEAR GROWTH:

INFLATION:

UNEMPLOYMENT RATE:

PUBLIC DEBT:

$31,992
-6.1%

-0.4%

4.3%*

9.5%**

99.4% of GDP

* Excludes Venezuela and Cuba, ** Excludes Dominica.
SOURCE: Terry Miller, Anthony B. Kim, and James M.
Roberts, 2022 Index of Economic Freedom
(Washington: The Heritage Foundation, 2022),
http:/www.heritage.org/index.

& heritage.org

policies. What else could explain the following
disturbing developments?

¢ Colombia, alinchpin of market democra-
cyin the region, was under siege in 2021.
Domestic grievances, driven especially by
fallout from the coronavirus pandemic,
fueled civil unrest, threatening the demo-
cratically elected government of President
Ivan Duque. These legitimate protests
turned violent and deadly when they were
co-opted as tools of asymmetric warfare
by illicit armed non-state actors and urban
terrorists affiliated with Venezuela, Cuba,
and Iran.

¢ The election of an unknown leftist as
president of Peru was another setback
for economic freedom in the region in
2021. President Pedro Castillo has already
signaled that he will govern according to
the Hugo Chavez model, which means
using democratic means first to acquire
and maintain political power and then to
undermine democracy and subvert gov-
ernment institutions to pave the way for
an authoritarian state. Castillo has already
announced a constituent assembly to
rewrite Peru’s constitution, which is step
number one.

¢ The brutal dictatorial regime of Daniel
Ortega and Rosario Murillo in Nicaragua
strengthened its iron grip on power in
2021. The pair guaranteed their November
2021 reelection by simply locking up all
their opponents in advance of the election
and excluding them from appearing on the
ballot. They also jailed hundreds of other
political opponents.

e Chile, a traditional home of economic
freedom in Latin America, is another leftist
target. Again, following the Hugo Chavez
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THE AMERICAS: ECONOMIC FREEDOM SUMMARY
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SOURCE: Terry Miller, Anthony B. Kim, and James M. Roberts,
2022 Index of Economic Freedom (Washington: The Heritage
Foundation, 2022), http://www.heritage.org/index. Chart 1 & heritage.org

THE AMERICAS: COMPONENTS
OF ECONOMIC FREEDOM

LOWER THAN WORLD AVERAGE @— WORLD AVERAGE |—@ HIGHER THAN WORLD AVERAGE

AVERAGES
Region World
OVERALL 59.4 60.0 e
Property Rights 51.4 55.% o—
RULE OF LAW Judicial Effectiveness 55.5 50.2 —o
Government Integrity 44.5 45.3 (]
Tax Burden 77.5 77.9 ()
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Fiscal Health 49.5 60.6 o——
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opr;ﬁﬁlégg Investment Freedom 59.5 57.0 =
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SOURCE: Terry Miller, Anthony B. Kim, and James M. Roberts,
2022 Index of Economic Freedom (Washington: The Heritage
Foundation, 2022), http://www.heritage.org/index. Chart 2 ® heritage.org
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model, a leftist-dominated constituent
assembly is drafting a new constitution

that could remake the policy infrastructure
through which the country became one of
the economically freest in Latin America.
That prospect grew more worrisome in
December 2021 with the resounding victory
of leftist President Gabriel Boric, a 35-year-
old former student protest leader.

The total population of the Americas is
just over one billion. Among the five global
regions in the Index, the Americas has the
second-largest population-weighted GDP per
capita ($31,992 at purchasing power parity).
Within the region, economies have contracted
at an average annual rate of 0.4 percent over the
past five years. The regional average rate of un-
employment has risen to 9.5 percent, although
the regional average rate of inflation (excluding
Venezuela) fell slightly to 4.3 percent during
the past year. The region’s average level of pub-
lic debt—by far the highest in the world—rose
to 99.4 percent of GDP during the year.

An examination of the various components
of economic freedom evaluated in the Index
reveals that as a whole, the countries of the

Chart 3 & heritage.org

Americas performed as well as or better than
the world average on six of the 12 Index indica-
tors this year. Business freedom, labor freedom,
investment freedom, and financial freedom are
generally consistent with world standards. On
the other hand, fiscal health is well below the
global average, and long-standing weaknesses
in the protection of property rights have yet to
be successfully addressed.

The legal foundations of a well-function-
ing free market remain shallow in many Latin
American countries: Corruption is widespread,
and protection of property rights is still weak.
The countries of the English-speaking Caribbe-
an tend to score more highly than others in the
region on the rule of law—perhaps a legacy of
their English colonial roots. The United States
and Canada also have benefitted from legal sys-
tems that were established on the foundation
of British common law. The legal systems in
Spanish-speaking and Portuguese-speaking
countries, however, are largely based on the
Napoleonic Code and for a variety of reasons
have correlated with higher rates of corruption
and generally weaker rule of law.

Aggravated by much higher deficit spending
during the pandemic, fiscal health in the region

The Heritage Foundation | heritage.org/Index
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THE AMERICAS:
ECONOMIC FREEDOM AND
UNDERNOURISHMENT

Each circle represents a nation in the
Index of Economic Freedom.
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NOTE: Based on the 30 countries in the Americas
that appear in both datasets.

SOURCES: Terry Miller, Anthony B. Kim, and James M.
Roberts, 2022 Index of Economic Freedom
(Washington: The Heritage Foundation, 2022),
http://www.heritage.org/index, and World Bank,
“Prevalence of Undernourishment (% of Population),”
https://data.worldbank.org/indicator/SN.ITK.DEFC.ZS
(accessed December 14, 2021).
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is deteriorating. The size of the region’s govern-
ments as measured by state spending and taxation
as a percentage of GDP is in line with world av-
erages. However, because one-third of the work-
force is informal and thus not eligible for many
government benefits, many programs adminis-
tered by Latin American governments end up
being of little benefit to their entire populations.
While economic freedom is hindered by
systemic shortcomings such as regulatory
inefficiency and monetary instability that is
caused by various government-driven market

distortions, the region’s overall performance
on the government efficiency pillar is in line
with world averages. The same is the case for
the open markets pillar.

Chart 1 shows the distribution of countries
in the Americas according to their economic
freedom. The region has no economically “free”
countries. Five of the 32 graded countriesin the
Americas region (Barbados, Canada, Chile, the
United States, and Uruguay) are rated “mostly
free.” Most countries in the region fall into the

“moderately free” or “mostly unfree” category.
Four countries (Suriname, Bolivia, Cuba, and
Venezuela) are rated “repressed.”

Chart 3, which highlights the vivid positive
correlation between high levels of economic
freedom and high GDP per capita, reveals a
large freedom gap within the Americas. The
failed populist policies implemented by lead-
ers of such repressive economies as Venezuela,
Cuba, and Bolivia continue to threaten regional
development and stability, trapping millions in
poverty while their neighbors in freer countries
forge ahead. This gap will doubtless increase if
more Latin countries fall victim to repressive
and totalitarian regimes.

As shown in Chart 4, it is noteworthy that
countries with greater degrees of economic
freedom have fewer undernourished citizens.
Malnourishment, especially among children,
can cause permanent physiological and psy-
chological damage. It also has devastating and
negative long-term consequences for a coun-
try’s future economic development and pros-
perity. Improvements in nourishment are more
difficult in countries where economic freedom
is eroding.

NOTABLE COUNTRIES

* Barbados has been an economic freedom
standout in recent years. The country has
made it over the threshold from the “mod-
erately free” category into the ranks of

“mostly free” countries. Judicial effective-

ness and monetary freedom continue to
strengthen. Ongoing assistance from the
International Monetary Fund accounts
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in large part for the country’s relatively
robust fiscal health.

In Brazil, center-right President Jair
Bolsonaro, whose election in 2018

marked a shift away from years of left-
wing governments, is up for reelection in
2022. He came into office with a generally
free-market agenda and pursued reforms
that included an overhaul of the public
pension system and privatization of gov-
ernment assets. However, he was under-
mined in part by an activist and adversarial
Supreme Court. In addition, his fractious
relationships with many parties in Con-
gress impeded his reform agenda, hinder-
ing enactment of austerity measures and
reforms in the tax system, which consumes
about 33 percent of GDP and is one of the
most burdensome among emerging econ-
omies. Ongoing government bloat creates
a plethora of opportunities for corrup-
tion. The influence of Communist China

is growing as well through “Sinovac-mail”
and increasing Belt and Road investments.
An ongoing failure to rein in spending

and reduce unsustainable debt levels has
helped Brazil to register one of the world’s
lowest Index indicator scores for fiscal
health—second only to the United States
and Venezuela (among others). In addition,
the rule of law in Brazil remains too weak
for a potentially world-class country.

The United States has continued its long
and gradual decline in the “mostly free”
category after a brief respite from 2018
through 2020. The major obstacles to
greater economic freedom in the Unit-

ed States remain excessive government
spending and unsustainable levels of debt.
This year’s score of 0.0 on the U.S. fiscal
health indicator is unprecedented in the
country’s 28-year history in the Index.

Guyana’s economic growth has accelerat-
ed as growing revenue from the offshore

oil boom has propelled investment and
reform. Although economic freedom has
fluctuated over the past five years, it began
to improve in 2021 and again this year.
The Guyanese economy is edging closer
to the “moderately free” ranks. Monetary
freedom and trade freedom are relatively
strong, but rule of law and financial free-
dom remain weak.

Mexico’s President Andrés Manuel
Lépez Obrador of the populist left-wing
MORENA party has failed to deliver on
promises to solve such problems as crime,
corruption, and poverty. Nevertheless, as
he lurches further left in the second half
of his single six-year term, Lopez Obrador
continues his attempts to enhance his
power, reverse his predecessor’s reforms,
and reimpose 1970s-style statist controls
over energy and other sectors in the oil-
rich nation. Meanwhile, he has declared a
“hugs, not bullets” policy toward the coun-
try’s vicious narco-trafficking cartels that
exercise de facto control of many regions.
Economic freedom has stagnated and may
deteriorate further. There are rising con-
cerns over contract rights and rule of law.

Defying the rising tide of populist leftism
in the Andean region, Ecuador’s President
Guillermo Lasso of the center-right CREO
party was elected in April 2021, defeating
supporters of former socialist President
Rafael Correa. Lasso has continued the
reforms begun by centrist former Presi-
dent Lenin Moreno to promote trade and
reduce public spending. Lasso has also
advanced tax and labor reforms aimed at
revitalizing economic growth and diversi-
fying the economy. Even though Ecuador
remains in the “mostly unfree” category,
five years of reform have helped to encour-
age a greater level of economic freedom
for its people. Property rights, government
integrity, and investment freedom, howev-
er, continue to exhibit weaknesses.
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he Asia—Pacific region covers the globe’s

largest geographic area: 40 countries that
stretch from Japan, Southeast Asia, and New
Zealand in the East to the People’s Republic of
China and Mongolia in the North, the islands of
the southern Pacific, and all the way across In-
dia to the Caspian Basin in the West. With more
than four billion inhabitants, the region con-
tains over half of the world’s population. China
alone accounts for approximately a third of the
total regional population, and India accounts
for nearly another third.

The region continues to lead the world in
economic growth. Economic expansion has
averaged about 4.1 percent annually over the
past five years, driven largely by China, India,
Bangladesh, Vietnam, and other trade-oriented
economies. The region also has the world’s low-
est average rate of unemployment (5.3 percent)
and second-lowest average rate of inflation (3.8
percent). Among the five global regions in the
Index, however, the Asia-Pacific region also has
the second-lowest population-weighted GDP
per capita ($16,807 at purchasing power parity).

ASIA-PACIFIC:
QUICK FACTS

TOTAL POPULATION: 4.63 billion
Population-Weighted Averages

GDP PER CAPITA (PPP):
1-YEAR GROWTH:
5-YEAR GROWTH:

INFLATION:

UNEMPLOYMENT RATE:

PUBLIC DEBT:

$16,807*
-2.0%

4.1%

3.8%*

5.3%**

72% of GDP*

* Excludes North Korea, ** Excludes Kiribati and Micronesia.
SOURCE: Terry Miller, Anthony B. Kim, and James M.
Roberts, 2022 Index of Economic Freedom
(Washington: The Heritage Foundation, 2022),
http:/www.heritage.org/index.

R’ heritage.org

The Asia—Pacific is unique among the five
global Index regions in the extraordinary vari-
ations in its countries’ levels of economic free-
dom. The consequences for the people of the
region are enormous. The huge gap in living
standards between North Korea, at last place
(“repressed”) in the Index, and South Korea, at
19th place (“mostly free”), for example, illus-
trates the benefits of economic freedom ver-
sus its absence almost as vividly as does the
famous nighttime photograph from space that
contrasts the brightly lit South Korea with a
North Korea shrouded in darkness.

Chart 1 shows the distribution of countries
in the Asia-Pacific region by level of economic
freedom. Three of the world’s seven truly “free”
economies (Singapore, New Zealand, and Tai-
wan) are in this region. Another two of its 40
economies (Australia and South Korea) are
rated “mostly free.” A large majority of the re-
maining countries are either “moderately free”
or “mostly unfree.” Tragically, there are now 10
countries (Burma, China, Laos, Maldives, Ne-
pal, Pakistan, Tajikistan, Timor-Leste, Turk-
menistan, and North Korea) with economies
that are considered “repressed.”

An examination of the various components
of economic freedom evaluated in the Index
reveals that this year, the countries of the
Asia-Pacific as a whole performed below the
world averages on six of the 12 Index indicators:
property rights, judicial effectiveness, govern-
ment integrity, monetary freedom, investment
freedom, and financial freedom. (See Chart 2
components.) In other critical areas of econom-
ic freedom—tax burden, government spending,
and fiscal health—the Asia-Pacific region ex-
ceeds world averages.

Many Asia-Pacific countries have fallen
short on maintaining strong and independent
rule-of-law institutions. Australia and New
Zealand have very strong rule of law and have
benefited from legal systems that were estab-
lished on the foundation of British common
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law. Rule of law in India is also founded on
British legacy judicial institutions, although it
is not as robust. Today, however, in China and
increasing numbers of other countries, it is not
so much rule of law as it is authoritarian rule by
law that is becoming the norm. A rising num-
ber of governments in the region have become
more arbitrary in recent years in their applica-
tion of law. They have maintained the appear-
ance of independent judicial institutions, often

Map 1 & heritage.org

based on the legal regimes of past colonial gov-
ernments, but also have worked to undermine

them steadily so that they become increasingly
subservient to the executive. The Philippines is

a case in point.

The region as a whole has done relatively
well in controlling government spending and
regulating economic activity efficiently. On the
other hand, with respect to open markets, the
Asia-Pacific places second to last (above only
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ASIA-PACIFIC: AVERAGE GDP PER CAPITA,
BY ECONOMIC FREEDOM CATEGORY
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sub-Saharan Africa) on financial freedom and
last in the world on investment freedom. Many
small Pacific Island economies still lack fully
developed formal labor markets.

As shown in the top two bars of Chart 3, the
three “free” and two “mostly free” Asia—Pacific
countries far outpace other countries in the
region in GDP per capita. It is among the re-
gion’s less free countries—notably China and
India, the former now “repressed” and the
latter “mostly unfree”—that we find some of
the region’s highest growth rates. In part, this
is simply the result of the much lower base
from which their economic growth is be-
ing measured.

One of the key benefits of economic free-
dom anywhere in the world is the enabling
of entrepreneurship. In a free economy, in-
dividuals have the opportunity and access to
the means to turn their ideas and dreams into
reality. A good regulatory environment en-
ables businesses to start, compete fairly, and
expand as market demand grows. As illustrat-
ed in Chart 4, abetter entrepreneurial climate
correlates with greater economic freedom in
the Asia-Pacific.

Chart 3 & heritage.org

NOTABLE COUNTRIES

e Economic freedom in Japan has stagnat-
ed during the past five years. The country
has dipped back into the “moderately
free” category from which it had emerged
in 2018. The rule of law remains strong,
but—and this has been true since the first
edition of the Index in 1995—the main
indicators holding the country back from
greater economic freedom are government
spending and, especially, extremely weak
fiscal health. Unfortunately, those two
indicators are not likely to improve in the
near term. New Prime Minister Fumio
Kishida, promising a better response to the
ongoing COVID pandemic, has vowed to
implement strong fiscal stimulus measures
to reinvigorate Japan’s sluggish econo-
my. The public wants strong reforms to
remedy the country’s endemic economic
problems but fears the upheaval that such
measures could cause. Fundamental struc-
tural reforms are still needed to eliminate
cronyism and boost entrepreneurship.

Australia is one of the wealthiest Asia-
Pacific nations, and its economy has
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generally expanded for more than two
decades. Rule of law is strong. Although its
scores have fallen over the past five years
because of high government spending and
deteriorating fiscal health, the country has
been aleader in economic freedom both in
the region and in the world ever since the
inception of the Index in 1995. Its scores
on the Index’s property rights, judicial
effectiveness, trade freedom, and financial
freedom indicators are among the highest

in the world. Nevertheless, dragged down
primarily by a huge drop in its fiscal health
score, Australia has fallen from the “free”
category to the “mostly free” category for
the first time since 2006.

India is the world’s most populous stable
democracy and the region’s second-largest
economy. Its diverse economy encompass-
es traditional village farming, industrial-
scale agriculture, handicrafts, and a wide
range of modern industries. Capitalizing
on its well-educated English-speaking
population, India has become a major
exporter of information technology
services, business outsourcing services,
and software workers. Before a dip this
year, the country had been benefitting
from five years of small but steady annual
increases in economic freedom. Economic
growth has slowed somewhat over the past
half-decade. India remains in the middle of
the “mostly unfree” category and is ranked
in the lower half of countries scored in

the Index. Monetary freedom is solid, but
investment freedom and financial freedom
lag. A move toward greater economic free-
dom would require substantial and broad-
based reforms. In addition to taking steps
to improve fiscal health and strengthen the
rule of law, the government would need to
increase financial freedom and reform the
tax code, the investment regime, and the
labor code.

Taiwan’s economy is one of the wealthiest
in Asia, but it is under increasing threat
from mainland China’s ongoing attempts
toisolate it diplomatically, undermine

its economic growth, and threaten its
presence in overseas markets. Taiwan’s
trade-dependent economy is driven by a
competitive manufacturing sector that
encompasses electronics, machinery, pet-
rochemicals, and information and commu-
nication technology products. Taiwan was
one of the few countries worldwide to have
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experienced continuous economic growth
during the past five years. Economic
freedom has increased significantly during
that period as well. With strong scores
across the board boosted by increases in
judicial effectiveness and labor freedom,
Taiwan has recorded a 3.6-point overall
gain of economic freedom since 2017 and
has made it over the threshold into the

top “free” Index category for the first time.
Additional improvements in business free-
dom and financial freedom would propel
economic freedom even higher.

China has the world’s second-largest
economy and is the world’s largest ex-
porting country, but its income per cap-
itais below the global average. General
Secretary Xi Jinping has centralized his
authority, ousted internal political ene-
mies, and tightened control of civil society.
He is likely to extend his term in power
beyond the usual decade at the 20th Chi-
nese Communist Party Congress in late
2022. A slowdown in economic growth
that may be more severe than is officially
acknowledged is a serious challenge to the
government and to Xi’s ideological eco-
nomic framework. His official ideology of
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“Socialism with Chinese Characteristics”

continues to chill liberalization, heighten
reliance on mercantilism, raise bureau-
cratic hurdles to trade and investment,
weaken the rule of law, and strengthen
resistance from vested interests that
impedes more dynamic economic devel-
opment. While China’s economic freedom
scores seemed to demonstrate some im-
provement during the past few years, some
data-measuring components of economic
freedom that are based on surveys con-
ducted only in a country’s major cities may
give a misleading impression of conditions
for the rural poor. Overall, the foundations
of economic freedom remain very weak
in China, and the economy is repressed.
Reforms are usually stymied by those who
have a political interest in maintaining
the status quo. With a slowing economy,
China’s lack of investment freedom and
financial freedom are serious impediments
to productivity growth and development.
Other issues such as restrictions on Hong
Kong’s autonomy, threats to Taiwan, the
persecution of China’s Uyghur minority,
and Beijing’s cyberwarfare activities have
led to abroad decline in trust and continue
to destabilize global relationships.
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EUROPE

he European continent stretches from

Iceland in the North Atlantic to Ireland
and the Normandy beaches of France, then far
along the Arctic Circle to the Ural Mountains
of Russia and south to the Caspian Basin, the
Black Sea, and the Mediterranean. It was from
its soil that the ideas of democratic free mar-
kets, the rule of law, private property, and in-
dividual freedom were shaped, but it was also
in Europe that the collectivist philosophies of
socialism and Communism took root.

Ultimately, the Communist systems of Rus-

sia and Eastern Europe collapsed, having prov-
en themselves incapable of generating living
standards for their citizens that even remotely
approximated those of democratic Western
European capitalist countries. The Commu-
nist and socialist philosophy, however, lives
on under a variety of different new names and
paradigms that have been surging during the
pandemic years in parts of Asia, Africa, Latin
America, and even the United States, and the
struggle continues both in those regions and
within countries almost everywhere.

EUROPE:
QUICK FACTS

TOTAL POPULATION: 848.3 million
Population-Weighted Averages

GDP PER CAPITA (PPP):
1-YEAR GROWTH:
5-YEAR GROWTH:

INFLATION:

UNEMPLOYMENT RATE:

PUBLIC DEBT:

$37,331
-4.9%

0.9%

2.6%

7.8%*

71.1% of GDP

* Excludes Kosovo.

SOURCE: Terry Miller, Anthony B. Kim, and James M.
Roberts, 2022 Index of Economic Freedom
(Washington: The Heritage Foundation, 2022),
http://www.heritage.org/index.

& heritage.org

The old economic rivalries of the Cold War
in Europe have been supplanted by new and
often subtle forms of competition that have
emerged from technology-driven globaliza-
tion. The fundamental issue—the degree to
which the government dominates and directs
the economic activity of individuals and busi-
nesses—remains the same.

The European Union, far from its humble or-
igins as amere free trade zone, has evolved into
a fledgling and somewhat undemocratic super-
state from which one former EU country, the
United Kingdom, has now withdrawn. The ten-
sion between the quasi-market and secularized
EU welfare state model championed in Brussels
and the more competitive and entrepreneurial
systems favored in other EU member economies,
particularly among many of the newer EU mem-
ber states, is likely to persist in the coming years.
In thisyear’s Index, small fast-growing European
countries such as Switzerland and Ireland are
again showing the benefits of staying on the path
toward economic freedom—although Ireland
has recently yielded to EU pressure and agreed
toincrease its corporate tax rate to 15.0 percent
from 12.5 percent.

The European region encompasses nations
as diverse as Russia, Ukraine, Switzerland, Ice-
land, and Greece. Its population-weighted av-
erage GDP per capitais the highest in the world
($37,331 at purchasing power parity), with in-
flation (2.6 percent) generally under control.
However, the European continent has long
been plagued by high unemployment rates (7.8
percent) and heavy levels of public debt (71.1
percent of GDP on average).

Chart 1 shows the distribution of countries
in Europe within the five categories of econom-
ic freedom. The region now boasts four of the
world’s seven truly “free” economies (Switzer-
land, Ireland, Luxembourg, and Estonia).

It is notable that nearly two-thirds of the
world’s 34 economically freest countries (with
overall scores above 70) are in Europe, which
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is the only one of the five global regions in the

Index to have a distribution of economies that

is skewed so heavily toward relatively higher

levels of economic freedom. Most countries in

the region fall into the “mostly free” or “mod-
erately free” categories.

Unfortunately, five European countries are
rated “mostly unfree” this year. Montenegro,
Turkey, and Russia have now joined Belarus,
which remains in the grip of an ironfisted au-
tocrat, and Ukraine, which continues to suffer
from political and security turmoil, as the re-
gion’s least economically free economies.

Map 1 & heritage.org

Relatively extensive and long-established
free-market institutions in a number of coun-
tries allow the region to score far above the
world average in most measures of economic
freedom. (See Chart 2.) Europe has the world’s
highest overall regional score. Its scores on the
three rule-of-law indicators—property rights,
judicial effectiveness, and government integ-
rity—as well as fiscal health, business freedom,
investment freedom, and financial freedom are
atleast 10 points higher than the global averag-
es. The region’s average scores on trade free-
dom, labor freedom, and monetary freedom
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EUROPE: COMPONENTS
OF ECONOMIC FREEDOM
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also exceed the world averages. Tax burden and
government spending are the only two of the 12
Index indicators on which Europe falls below
the world averages.

Nevertheless, Europe still struggles with a
variety of policy barriers to vigorous economic
growth such as overly protective and costly labor

Chart 3 & heritage.org

regulations, high tax burdens, various market-
distorting subsidies, and continuing problems in

public finance caused by years of public-sector

expansion. The result has been generally stag-
nant economic growth, which has exacerbated

the burden of fiscal deficits and mounting debt

in anumber of countries in the region.

EUROPE: ECONOMIC FREEDOM AND THE ENVIRONMENT

Category in the 2022
Index of Economic
Freedom

Environmental Performance Index Score

FreE [ 75.5
MosTLY FREE [ 70.7

MODERATELY FREE

61.0

MOsTLY UNFREE [N 484

NOTE: Based on the 44 countries in Europe that appear in both indexes.

SOURCES: Terry Miller, Anthony B. Kim, and James M. Roberts, 2022 Index of Economic Freedom (Washington: The
Heritage Foundation, 2022), http:/www.heritage.org/index, and Yale University, Environmental Performance Index
2020 (New Haven, CT: Yale Center for Environmental Law & Policy), https:/epi.yale.edu/ (accessed December 14, 2021).
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Chart 3 shows the strongly positive correla-
tion between high levels of economic freedom
and high GDP per capita in Europe. Western
Europe has benefited from substantial inter-
nal economic competition over the centuries,
which may help to explain why economic re-
pression there is so rare. In recent years, eco-
nomic freedom has improved in formerly Com-
munist Serbia, Hungary, and Poland. Those
countries had enjoyed at least some of the free-
doms afforded by Western democracy before
World War II. Some other Central and Eastern
European countries, however, were insulated
from both internal and external competition
for decades under their former Communist
regimes and still have not instituted needed
reforms. Many post-Communist countries,
such as Moldova, Russia, Belarus, and Ukraine,
are still to be found at the “less free” end of
the distribution.

As shown in Chart 4, around the region, the
countries with greater economic freedom tend
to maintain cleaner environments and great-
er protection of ecosystem vitality. It is those
economically freer countries that generate the
resources needed to create cleaner and healthi-
er environments, as well as to incentivize inno-
vations that can mitigate the effects of changing
climate conditions.

NOTABLE COUNTRIES
e With the approval of British voters, the
United Kingdom departed from the
European Union at the end of January
2020. AU.K.-EU Trade and Cooperation
Agreement was concluded in December of
that year, but some aspects of the future
relationship remain uncertain. Although
it retained its standing in the ranks of the
“mostly free,” the U.K. economy lost ground
in the 2022 Index primarily because of
excessive government spending that has
been a drag on fiscal health. Neverthe-
less, the ample opportunities for greater
economic freedom in the post-Brexit UK.
economy will continue. The U.K. has one
of the world’s most efficient business and

investment environments. Services, par-
ticularly banking, insurance, and business
services, are key drivers of GDP growth.
Unshackled from the strictures of the EU
bureaucracy, the post-pandemic economy
should be freed to register substantial im-
provements in Index indicator scores for
tax burden, government spending, labor
freedom, and trade freedom.

Economic freedom in France has grad-
ually expanded during the past five years,
although its longtime “moderately free”
ranking remains unchanged. Business
freedom, monetary freedom, and trade
freedom are strong, but the score for
government spending is one of the lowest
in the world. In the past few years, the
government has pushed a series of reforms
to reduce unemployment, restructure a
costly and complicated pension system,
improve the investment climate, and
increase competitiveness. While oppo-
sition protests and strikes against those
proposed reforms have quieted, reforms
remain stalled because of the economic
downturn. Even if they were adopted, they
would have little impact on the country’s
very high levels of government spending.

Germany remains the European Union’s
most politically and economically influ-
ential member nation. After September
2021 elections, former Chancellor Angela
Merkel, who dominated German politics
for 16 years, was succeeded by Olaf Scholz,
who became only the fourth Social Dem-
ocratic chancellor since the end of World
War II by forming a complicated coalition
government with the environmentalist
Alliance ’90/Greens and the market-liberal
Free Democrats. Nevertheless, Germa-
ny’s robust business environment should
continue to attract the private investment
needed for continued growth. The coun-
try’s steady and strong economic freedom
as reported in editions of the Index over
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39 25 Poland 667 723 547 606 736 419 783 787 557 791 792 800 700
41 2 | Spain 682 877 43 672 597 383 297 752 618 84 842 850 700
45 27 | Croatia 676 811 699 500 828 263 752 724 587 805 792 750 600
47 28 | Romania 671 B0 648 454 43 639 428 714 641 788 792 700 500
8 29 Hungary 669 758 622 M4 841 316 S84 772 612 785 792 800 700
50 30 Albania 666 555 498 356 891 721 706 707 5L1 820 826 700 700
52 31 France 659 938 85 759 21 05 391 819 588 791 792 750 700
53 32 North Macedonia 657 574 502 387 %50 6.7 698 744 541 783 778 650 600
5733 Italy 654 87 786 573 5.7 206 490 738 704 82 792 800 500
53 34 Armenia 653 504 31 08 869 789 755 649 472 75 736 750 700
59 35 Serbia 650 588 S04 379 909 M5 857 744 629 86 770 700 500
68 3 BosniaandHerzegovina 634 492 372 334 940 462 %9 666 602 849 688 650 600
75 37 Azerbaijan 66 536 159 286 87 62 %91 646 559 745 666 700 600
7 38 Greece 6L5 760 699 523 599 179 676 703 61 786 792 S50 500
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the past half-decade reflects that good
reputation, although the German economy
remains among the “mostly free” ranks.
Systemically high government spending

as well as costly and rigid labor laws have
stymied the potential for greater econom-
ic freedom, and government spending

is likely to increase, not decrease, in the
near future.

In terms of area, Russia is the world’s
largest nation. Vladimir Putin has consoli-
dated his authoritarian power as president
amid allegations of electoral fraud. His
aggressive and destabilizing policies to
acquire control of some of the lands that
were formerly in the Soviet Union are
adversely affecting economic freedom in
those neighboring countries. Large and
corrupt state-owned institutions and an
inefficient public sector dominate the
Russian economy, which depends heavily
on exports of oil and gas. Ongoing Western
economic sanctions have led to a brain
drain and capital flight, and a subservi-

ent judiciary, rampant corruption, and
links among bureaucrats and organized
criminal groups continue to compromise
government integrity. A five-year trend

of slowly expanding economic freedom

in Russia has faltered, and the country

has fallen back into the ranks of “mostly
unfree” countries. Fiscal health is very
strong, but Russia’s investment freedom
and financial freedom are at the same level
as those in some of the world’s least devel-
oped countries.

Turkey’s economy has lost economic
freedom over the past five years. Presi-
dent Recep Tayyip Erdogan’s Justice and
Development Party (AKP) has pursued an
Islamist agenda and has eroded democracy.
The economy enjoyed significant growth in
2021, but that growth came in part after a
currency devaluation driven by Erdogan’s
policy to keep interest rates artificially
low, which affected price stability. Turkey’s
largely free-market and diversified econ-
omy is driven by its industrial and service
sectors, but traditional agriculture still
accounts for about 25 percent of employ-
ment. The country has fallen from the
“moderately free” category into the “most-
ly unfree” category. Trade freedom and
investment freedom are highlights, but
monetary freedom has deteriorated.
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Croatia has increased its level of eco-
nomic freedom since 2017 and has moved
from the lower half to the upper half of
the “moderately free” category. Monetary
freedom and trade freedom are strong, but
government integrity is weak, and govern-
ment spending levels are quite high. The
government has enacted tax cuts, increas-
es in the minimum wage, and enlarged
health care and defense budgets. Ship-
building and tourism are major industries.
A weak export base, emigration, labor
shortages, and the slow pace of privatiza-
tion remain significant challenges.
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S tretching from Morocco’s Atlantic coast
across the Nile, Jordan, and Euphrates
river valleys to Iranian and Yemeni beaches
on the Persian Gulf and the Arabian Sea, the
Middle East and North Africa (MENA) region
remains at the crux of global politics. Although
the region’s countries are successors to some of
the world’s most ancient civilizations, relatively
few are enjoying the benefits of economic free-
dom in the 21st century.

The demographic profiles of most of these
countries, at once blessed and cursed by enor-
mous mineral resources, tend to be distin-
guished by extreme concentrations of wealth
and poverty. Most worrisome is the region’s
ongoing notoriety as the world’s most acute
hot spot for economic, political, and security
vulnerabilities. This instability is illustrated
by the fact that four of the seven countries in
the 2022 Index that cannot be graded or ranked
because of the lack of reliable data are in the
MENA region.

MIDDLE EAST/NORTH AFRICA:
QUICK FACTS

TOTAL POPULATION: 458.2 million
Population-Weighted Averages

GDP PER CAPITA (PPP):
1-YEAR GROWTH:
5-YEAR GROWTH:

INFLATION:

UNEMPLOYMENT RATE:

PUBLIC DEBT:

$18,547
-1.7%

1.6%

12.5%
10.5%

66% of GDP

SOURCE: Terry Miller, Anthony B. Kim, and James M.
Roberts, 2022 Index of Economic Freedom
(Washington: The Heritage Foundation, 2022),
http:/www.heritage.org/index.

& heritage.org

The region’s population-weighted aver-
age GDP per capita remains the third highest
among the five Index global regions (approx-
imately $18,547 at purchasing power parity),
although it fell substantially again this year.
The regional population-weighted average
rate of inflation is still very high at 12.5 percent.
During the past five years, economic growth in
the MENA region has weakened to 1.6 percent.
The region continues to suffer from high levels
of unemployment (10.5 percent), particularly
among the young,.

The MENA region is endowed with the
world’s highest concentration of oil reserves,
but that has not automatically translated into
high levels of economic freedom. In fact, eco-
nomic freedom is in decline across the entire
region. Scores were lower for every one of the
14 MENA countries that were scored in the
2022 Index. Many of these countries have been
grappling for more than a decade with social
upheaval or outright conflict arising from citi-
zens’ demands for greater freedom. Regrettably,
the lives of most people have yet to change for
the better. The effect of the pandemic has been
to provoke further anger and generally to re-
duce economic freedom across the region.

This regional policy failure is most palpa-
ble in Iran, which continues to be misruled
by theocratic and corrupt authoritarians
who oppress and deny economic freedom to
the country’s citizens. Iran has been sinking
ever lower in the Index’s “repressed” category.
Meanwhile, Saudi Arabia, the Iranian regime’s
most significant rival among the Sunni Mus-
lim nations, also has lost economic freedom
over the past half-decade. Even the region’s
only “mostly free” country, the United Arab
Emirates, has lost ground. The region’s other
erstwhile economic freedom champion, Israel,
has also seen its star tarnished. The grading of
economic freedom for Iraq, Syria, Libya, and
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Yemen remains suspended because of ongoing
violence and unrest.

Chart 1 shows the distribution of countries
in the MENA region according to the five cat-
egories of economic freedom identified by the
Index. The region has no economically “free”
countries, and the United Arab Emirates is
its only “mostly free” economy. The major-
ity of the 14 countries in the region that are
graded in the Index fall into the “moderately
free” or “mostly unfree” categories, and Egypt,
Lebanon, Iran, and Algeria are categorized
as “repressed.”

Structural and institutional problems
abound, and private-sector growth in the
region still lags far behind levels needed to
provide enough job creation for proliferating
populations. Despite exports of crude oil for en-
ergy generation, the region’s overall trade flows
remain very low, reflecting a lack of economic
vitality. The MENA region’s lack of economic
opportunities remains one of its most serious
problems, particularly for the younger working-
age population (15-24 years old) whose average
unemployment rate exceeds 25 percent. Social
upheaval is the predictable result.

>

. Syria |

Bahrain

Saudi Arabia - United Arab

Emirates
Qatar

Jordan -

o

Y Yemen

SOURCE: Terry Miller, Anthony B. Kim, and James
M. Roberts, 2022 Index of Economic Freedom
(Washington: The Heritage Foundation, 2022),
http:/www.heritage.org/index.
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There is one Index indicator in which the
MENA region remains the clear global leader: tax
burden. (See Chart 2.) The region’s tax burden
score beat the world average by more than eight
points in 2022, alevel reached because of the low
income tax rates typically found in the oil king-
doms. That score is both a blessing and a curse,
however, because it reflects the region’s wide and
deeply detrimental disparities. The very wealthy
few have the power to avoid taxation, while most
of the population earns too little to be heavily
taxed. In fact, some regional regimes borrow to
subsidize the poor and tamp down discontent
instead of providing the economic freedom that
would allow individuals to better themselves.
The region scores below world averages in all
three indicators related to the rule of law and in
business freedom, and it scores well below the
world average for fiscal health.

As shown in Chart 4, greater economic free-
dom (or the lack of it) is strongly correlated
across the region with levels of overall human
development as measured by the United Na-
tions Human Development Index, which mea-
sures life expectancy, literacy, education, and
standard of living.
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REPRESSED
4 5
MODERATELY
FREE
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TOTAL
18 COUNTRIES

1

SOURCE: Terry Miller, Anthony B. Kim, and James M. Roberts,
2022 Index of Economic Freedom (Washington: The Heritage
Foundation, 2022), http://www.heritage.org/index. Chart 1 & heritage.org

MIDDLE EAST/NORTH AFRICA: COMPONENTS
OF ECONOMIC FREEDOM

LOWER THAN WORLD AVERAGE @— WORLD AVERAGE —@ HIGHER THAN WORLD AVERAGE

AVERAGES
Region World
OVERALL 56.9 60.0 o
Property Rights 53.2 55.3 o
RULE OF LAW Judicial Effectiveness 37.5 50.2 o—
Government Integrity 44.7 45.3 [ )
Tax Burden 86.0 77.9 —e
GOVERNMSESE Government Spending 61.4 65.0 [
Fiscal Health 36.4 60.6 @&——
Business Freedom 59.2 60.3 e
REeingEgg Labor Freedom 51.1 55.7 o
Monetary Freedom 73.7 74.4 ()
Trade Freedom 71.6 69.5 H@
OPMEQEIEEE Investment Freedom 55.0 57.0 @
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SOURCE: Terry Miller, Anthony B. Kim, and James M. Roberts,
2022 Index of Economic Freedom (Washington: The Heritage
Foundation, 2022), http://www.heritage.org/index. Chart 2 & heritage.org

2022 Index of Economic Freedom



MIDDLE EAST/NORTH AFRICA: AVERAGE GDP PER CAPITA,
BY ECONOMIC FREEDOM CATEGORY

FREE n/a
MOSTLY FREE $58,753
MODERATELY FREE $48,282
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NOTE: Figures are GDP per capita, purchasing power parity (PPP), in current international dollars for 2020.

SOURCES: Terry Miller, Anthony B. Kim, and James M. Roberts, 2022 Index of Economic Freedom (Washington: The
Heritage Foundation, 2022), http://www.heritage.org/index; International Monetary Fund, World Economic Outlook
Database, April 2021, https:/www.imf.org/en/Publications/WEQO/weo-database/2021/April (accessed November 15,

2021); and Economist Intelligence Unit.

The results of the 2022 Index reflect that

the region’s underlying political and economic

architecture, dominated by authoritarian gov-
ernments, continues to repress economic free-
dom a decade after the exhilarating promises

of the Arab Spring. In an effort to quell social

and political unrest, too many of the region’s

governments are still funding costly subsidies

that help to generate heavy and unsustainable

budget deficits.

NOTABLE COUNTRIES

Israel’s modern market economy is funda-
mentally sound and vibrant. The economic
competitiveness of the “Start-up Nation”
has long been anchored in strong protec-
tion of property rights, efficient coordina-
tion of regulatory processes, and a sound
judicial framework that sustains the rule
of law. The country’s 2020 normalization
agreements with Bahrain, the United Arab
Emirates, Morocco, and Sudan should
clear the way for greater regional trade,
investment, tourism, and technological
and strategic cooperation. Unfortunately,
Israel has gradually lost some economic
freedom since 2017 and has fallen from the

Chart 3 & heritage.org

“mostly free” category into the “moder-
ately free” category. In the years since the
inception of the Index in 1995, government
spending has been the indicator that has
consistently hindered greater economic
freedom in Israel.

In aregion where economic freedom has
waned, Tunisia has fared relatively better
than most other countries. In the birth-
place of the 2011 Arab Spring protests,
younger Tunisians are still insisting on
reforms, but parliamentary fragmentation
continues to generate political instability,
and the transformation to a more market-
oriented economy has been slowed.
Although Tunisia has lost only a little
economic freedom in the past five years,
it remains stuck in the lower half of the
“mostly unfree” category. Property rights
and trade freedom are somewhat strong,
but financial freedom is extremely weak.

Although Algeria has made progress in
some areas of economic freedom in the
past five years, its overall score since 2017
is slightly lower. The country remains in
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ECONOMIC FREEDOM AND
HUMAN DEVELOPMENT

Each circle represents a nation in the
Index of Economic Freedom.
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M. Roberts, 2022 Index of Economic Freedom
(Washington: The Heritage Foundation, 2022),
http://www.heritage.org/index, and United Nations
Development Programme, Human Development
Report 2020, http://hdr.undp.org/sites/default/
files/hdr2020.pdf (accessed December 14, 2021).
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the middle ranks of the “repressed” cate-

gory. For Algeria to progress toward great-

er economic freedom, the government
must strengthen the judicial system and
other rule-of-law institutions. Monetary
freedom is relatively strong, but greater

openness and increased financial freedom

would improve the investment climate.

Egypt has less economic freedom today
than it had five years ago and has fallen
from the “mostly unfree” category into
the “repressed” category. To reverse that
trend, the government would need to
focus on policy reforms to reduce public
debt and upgrade institutional perfor-
mance to strengthen the three rule-of-law
indicators: property rights, judicial effec-
tiveness, and government integrity.

Saudi Arabia, birthplace of Islam and
home to its two holiest shrines in Mecca
and Medina, is an absolute monarchy
ruled by King Salman bin Abdulaziz Al
Saud. His son, Crown Prince Mohammed
bin Salman Al Saud, remains central to
decision-making. Although economic free-
dom in Saudi Arabia has fluctuated over
the past half-decade, the overall trend has
been negative. Dragged down by sharply
lower scores for fiscal health, judicial effec-
tiveness, and property rights, Saudi Arabia
has dropped to the middle of the “mostly
unfree” category. The government has a
long way to go to get excessive overspend-
ing and debt under control. Further lib-
eralization of the investment regime and
toughening of anticorruption efforts are
also needed to increase economic freedom
and diversify the economy.
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he Sub-Saharan region of Africa is home to

nearly 1.2 billion people and spans most of
the world’s second-largest continent. It travers-
es thousands of miles southward from the vast
Sahara Desert to South Africa’s Cape of Good
Hope and stretches from the Indian Ocean
beaches of Mozambique to the North Atlantic
coast of Senegal and Mauritania. Unfortunately,
the vast majority of the 47 countries in the re-
gion that were graded in the 2022 Index fall into
the “mostly unfree” or “repressed” categories.
In fact, the number of “repressed” countries has
grown, reflecting the region’s overall decline in
economic freedom since 2017. The region was
able to record overall positive economic growth
during those five years, but much higher rates
of growth will be required to move the majority
of people onto a sustainable path of long-term
economic development. Increasing growth will
require economic freedom-oriented institu-
tional reforms that might be painful for ruling
elites but nevertheless would liberate and em-
power others to move forward both economi-
cally and socially.

SUB-SAHARAN AFRICA:
QUICK FACTS

TOTAL POPULATION: 1.18 billion
Population-Weighted Averages

GDP PER CAPITA (PPP):
1-YEAR GROWTH:
5-YEAR GROWTH:

INFLATION:

UNEMPLOYMENT RATE:

PUBLIC DEBT:

$4,217

-1.0%

2.7%

14.8%*

7.5%**

62.8% of GDP

* Excludes Zimbabwe, ** Excludes Seychelles.
SOURCE: Terry Miller, Anthony B. Kim, and James M.
Roberts, 2022 Index of Economic Freedom
(Washington: The Heritage Foundation, 2022),
http:/www.heritage.org/index.
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The countries of Sub-Saharan Africa were
woefully unprepared for the challenges of
COVID-19 and the worldwide economic slow-
down that has stressed economies everywhere.
Repeated failures to implement policy changes
that would improve the business and invest-
ment climate and strengthen the rule of law
have left the region performing far below its
economic potential. The economic opportuni-
ties missed because of corruption and conflict
represent a special tragedy for the region’s huge
population of young people, who lose develop-
mental ground that is increasingly difficult to
make up as such conditions persist.

Successful efforts to implement structural
reform have been rare, and the modernization
of infrastructure and institutions lags severely
throughout most of Sub-Saharan Africa. Many
of the region’s countries are overly dependent
on exports of agricultural and mineral com-
modities that contribute little to sustained
increases in productivity and broad-based job
creation, and few have made any sustained
progress toward economic diversification. The
result is a deeply ingrained pattern of subopti-
mal and uneven growth that leaves a substan-
tial portion of the population in many countries
living at or near subsistence levels.

The population-weighted average GDP per
capita for the region is the lowest for any of
the five global regions in the 2022 Index (just
$4,217 at purchasing power parity). Unemploy-
ment rose again this year to 7.5 percent, and in-
flation shot up to 14.8 percent. At 2.7 percent,
Sub-Saharan Africa’s five-year average rate of
economic growth is second only to that of the
Asia-Pacific region—but this is growth from a
very low base. Economic development remains
limited by underemployment and the region’s
large informal sectors.

Chart 1 shows the distribution of countries
in the Sub-Saharan African region by level of
economic freedom. The distinctions among
economies in Sub-Saharan Africa, as opposed to

70

2022 Index of Economic Freedom



SUB-SAHARAN AFRICA

Burkina Faso

Cote
d’lvoire ;

Gambia

Guinea-Bissau

SierraLeone  Liberia

\ Cabo Verde

Sao Tomé and Principe

Economic Freedom Scores

® 80-100 Free

® 70-79.9 Mostly Free
60-69.9 Moderately Free

® 50-59.9 Mostly Unfree

® 0-49.9 Repressed

@® Not Graded

SOURCE: Terry Miller, Anthony B. Kim, and James
M. Roberts, 2022 Index of Economic Freedom
(Washington: The Heritage Foundation, 2022),
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regions that benefit from a diverse range of com-
petitive and innovative free-market economies,
are defined primarily by the relative lack of eco-
nomic freedom. There is not a single “free” econ-
omy in the region. Mauritius is counted (just
barely) in the ranks of the “mostly free,” and the
economies of another seven countries are con-
sidered “moderately free,” but a clear majority
of the 47 nations graded in the 2022 Index are
ranked either “mostly unfree” or “repressed.” In
fact, 14 of the world’s 32 “repressed” economies—
close to half—are in Sub-Saharan Africa.

The only one of the 12 indicators in which
the region scores higher than the world average
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is government spending. However, that is a
hollow victory because the score reflects the
inability of inadequately resourced govern-
ments in the region to perform the complicated
tasks that are required to manage 21st century
economies more than it does any attempt to
restrain spending.

Another irony emerges from the region’s
relatively positive average tax burden score,
which reflects the ineffective or corrupt ad-
ministration of existing tax laws rather than
any particular restraint in the desire to ex-
tract revenue from the population. Because
labor freedom is restricted in the formal labor
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SUB-SAHARAN AFRICA: COMPONENTS
OF ECONOMIC FREEDOM

LOWER THAN WORLD AVERAGE @— WORLD AVERAGE |—@ HIGHER THAN WORLD AVERAGE
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SUB-SAHARAN AFRICA: AVERAGE GDP PER CAPITA,
BY ECONOMIC FREEDOM CATEGORY
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SOURCES: Terry Miller, Anthony B. Kim, and James M. Roberts, 2022 Index of Economic Freedom (Washington: The
Heritage Foundation, 2022), http://www.heritage.org/index; International Monetary Fund, World Economic Outlook
Database, April 2021, https:/www.imf.org/en/Publications/WEO/weo-database/2021/April (accessed November 15,

2021); and Economist Intelligence Unit.

markets, there is significant unreported infor-
mal economic activity in which workers enjoy
no protections whatsoever. The 2022 Index
scores also document the region’s continuing
lack of progress in improving the rule of law,
regulatory efficiency, and open markets, there-
by providing additional metrics that confirm
how the region continues to lag behind the
rest of the world.

Overall, the depressing landscape painted
by the results of the 2022 Index depicts a re-
gion dominated by dozens of nations with un-
even economic playing fields that are further
pockmarked by weak rule of law, inadequate
protection of property rights, cronyism, and
endemic corruption. The region’s scores for
property rights, judicial effectiveness, gov-
ernment integrity, and business freedom are
all lower than world averages by 10 points
or more.

Although Chart 3 confirms that the strong re-
lationship between high levels of economic free-
dom and high GDP per capita holds true even
in Sub-Saharan Africa, the message that these
weak results must convey to the vast majority of
citizens of Sub-Saharan Africa who lack politi-
cal connections is that without improvements in

Chart 3 & heritage.org

economic freedom, their prospects for abrighter
future are severely limited.

The decisions at the 2021 COP26 (Confer-
ence of the Parties) climate conference to im-
pose severe restrictions on Western funding
for hydrocarbon-fueled electricity plants is
another heavy blow to the region. Despite am-
ple reserves of clean-burning and inexpensive
natural gas throughout the continent, a prohi-
bition on their exploitation in favor of unreli-
able and expensive green energy technologies
will translate into more lost opportunities for
economic growth and a lower standard of living
for tens of millions of Africans.

Perhaps the most tragic consequence of the
dearth of economic freedom in Sub-Saharan
Africa is its correlation (shown in Chart 4)
with severe food shortages and poor nutrition,
which in turn are directly and causally related
to the region’s political instability, high infant
mortality rates, disease outbreaks, childhood
learning disabilities, and frequent famines.
In the longer term, foreign aid from the West
cannot solve the food security problem in Sub-
Saharan Africa. The solution to that problem—
and to many other challenges in the region—is
more economic freedom.
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Each circle represents a nation in the
Index of Economic Freedom.
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SOURCES: Terry Miller, Anthony B. Kim, and James M.
Roberts, 2022 Index of Economic Freedom
(Washington: The Heritage Foundation, 2022), http://
www.heritage.org/index, and Economist Intelligence
Unit, Global Food Security Index 2021, https://impact.
economist.com/sustainability/project/food-security-
index/Index/ (accessed December 14, 2021).
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NOTABLE COUNTRIES

Mauritius remains Sub-Saharan Af-

rica’s most economically free nation in

the 2022 Index and is the only one of the
region’s 47 graded countries in the “mostly
free” category. Mauritius has undergone a
remarkable economic transformation from
alow-income, agriculturally based econo-
my to a diversified, upper-middle-income
country that has attracted considerable for-
eign investment and has one of the region’s
highest GDPs per capita. To regain a firmer
footing among “mostly free” countries, the
government will need to redouble its efforts

to improve fiscal health and correct its on-
going deficit in government integrity, which
persists at a troubling level that is more
typical of countries that are ranked much
lower overall in economic freedom.

Rwanda has suffered a steep drop of
economic freedom in the years since 2017
and has fallen from the “moderately free”
category to the “mostly unfree” category.
Monetary freedom is somewhat promising,
but judicial effectiveness, fiscal health, and
financial freedom are seriously deficient.
The loss of economic freedom parallels the
increasingly ironfisted rule of President
Paul Kagame, who has been in office since
2000 and was reelected to seven-year
terms in 2010 and 2017 amid allegations of
fraud, intimidation, and violence. In 2015,
voters approved a constitutional change
that would permit the 62-year-old Kagame
to govern until 2034 and strengthen his
authoritarian rule. It must be acknowl-
edged, however, that rates of extreme
poverty have been reduced under Kagame.

South Africa has a highly developed econ-
omy and an advanced infrastructure. In
addition to being one of the world’s largest
exporters of gold, platinum, and other
natural resources, it has well-established
financial, legal, communications, energy,
and transport sectors and the continent’s
largest stock exchange. However, rates of
formal-sector unemployment and crime
are high. Dragged down by a sharply lower
score for fiscal health, South Africa has
recorded a 6.1-point overall loss of eco-
nomic freedom since 2017 and remains

in the middle ranks of the “mostly unfree”
countries. To reverse course back to great-
er economic freedom, the government
would have to prioritize improvements in
the judicial system and confront persistent
labor market rigidities that trap more than
a third of South Africa’s workers in the
informal economy.
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Cabo Verde, which has posted the re-
gion’s second-highest economic freedom
score, has few natural resources but has
managed to become a trading center and
is now a stable, multiparty parliamentary
democracy. Led by increases in scores for
rule of law, Cabo Verde has recorded a
9.8-point overall gain of economic free-
dom since 2017 and has risen to the upper
half of the “moderately free” category.
Monetary freedom and investment free-
dom are strong, but fiscal health and labor
freedom exhibit weaknesses.
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