

































































































































































































































































































































































































































































































































































Thailand
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1980 1990 2000 2005 2010 2015 2017
Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank)
Summary Ratings (Rank) 5.86 (31) 6.69 (28) 6.63 (68) 6.71 (74) 6.64 (92) 6.79 (85) 6.86 (81)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data) Rating (Data)

1. Size of Government 6.02 7.34 6.98 7.08 7.09 6.60 6.78
A. Government consumption 711 (1581) 757 (14.26) 6.77 (17) 6.71 (17.18) 491 (2332) 4.39 (25.06) 437 (2514)
B. Transfers and subsidies 995 (07) 9.86 (1) 9.60 (1.96) 8.79 (4.95) 967 (1.7) 9.22 (3.35) 921 (341)
C. Government enterprises and investment 400 (31.9) 800 (152) 400 (37.2) 700 (247) 7.00 (2381) 6.00 (25.63) 6.00 (26.81)
D. Top marginal tax rate 300 400 7.00 6.00 7.00 7.00 8.00
(i) Top marginal income tax rate 3.00 (60) 4.00 (55) 7.00 (37) 6.00 (37) 7.00 (37) 7.00 (35) 8.00 (35)
(ii) Top marginal income and payroll tax rate 4.00 (55) 7.00 (37) 6.00 (37) 7.00 (37) 7.00 (35) 8.00 (35)
E. State Ownership of Assets 6.04 127 756 6.89 6.89 6.40 6.33
2. Legal System and Property Rights 6.52 6.43 6.26 6.28 5.15 477 4,67
A. Judicial independence 585 567 534 5.04 513
B. Impartial courts 468 587 486 463 445
C. Protection of property rights 6.60 800 442 711 429 501 5.26
D. Military interference in rule of law and politics 6.67 6.67 5.00 333 333
E. Integrity of the legal system 830 6.70 833 417 417 417 417
F. Legal enforcement of contracts 599 6.11 6.11 5.96 6.27
G. Regulatory costs of the sale of real property 789 789 789 745 7.46
H. Reliability of police 6.27 453 6.01 464
. Business costs of crime 6.74 598 495 519
Gender Disparity Adjustment 1.00 1.00 1.00 1.00 093 085 083
3. Sound Money 6.32 797 6.61 6.76 7.06 8.45 8.59
A. Money growth 896 (52) 869 (6.56) 871 (647) 853 (7.34) 932 (34) 960 (1.98) 982 (0.9)
B. Standard deviation of inflation 885 (287) 9.34 (1.66) 806 (4.86) 940 (1.49) 957 (1.08) 939 (152) 968 (081)
C. Inflation: most recent year 746 (127) 885 (5.77) 969 (1.57) 9.09 (454) 9.34 (331) 982 (-09) 987 (0.67)
D. Freedom to own foreign currency bank accounts 0.00 5.00 0.00 0.00 0.00 5.00 5.00
4. Freedom to Trade Internationally 5.16 5.07 6.99 6.43 6.83 7.07 7.24
ATari s 447 321 6.65 6.84 743 6.95 740
(i) Revenue from trade taxes (% of trade sector) 540 (69) 640 (54) 9.06 (1.41) 9.29 (1.06) 955 (0.68) 961 (058) 9.68 (048)
(if) Mean tari rate 354 (32.3) 184 (40.8) 6.60 (17) 7.88 (10.6) 802 (9.9) 780 (11) 810 (95)
(iii) Standard deviation of tari rates 140 (21.5) 428 (143) 3.35 (16.64) 473 (1317) 344 (16.39) 441 (1397)
B. Regulatory trade barriers 7.03 5.89 6.82 6.69 6.87
(i) Non-tari - trade barriers 573 5.00 545 554 574
(i) Compliance costs of importing and exporting 833 6.78 818 7.84 800
C. Black-market exchange rates 9.00 10.00 10.00 10.00 10.00 10.00 10.00
D. Controls of the movement of capital and people 200 2,00 428 300 3.06 463 469
(i) Foreign ownership / investment restrictions 7.02 6.25 643 6.28 6.45
(ii) Capital controls 2.00 2.00 154 154 154 154 154
(iii) Freedom of foreigners to visit 120 122 6.08 6.08
5. Regulation 5.29 6.62 6.30 6.99 7.09 7.07 7.00
A. Credit market regulations 6.67 826 8.06 933 9.26 933 9.30
(i) Ownership of banks 8.00 8.00 5.00 8.00 8.00 8.00 8.00
(il Private sector credit 802 878 9.17 10.00 979 1000 9.89
(iii) Interest rate controls / negative real interest rates 400 800 10.00 10.00 10.00 1000 1000
B. Labor market regulations 498 442 543 496 470 470
(i) Hiring regulations and minimum wage 394 6.70 6.67 557 557
(ii) Hiring and firing regulations 701 460 475 559 564 556
(iii) Centralized collective bargaining 793 793 6.45 6.12 6.14 563 571
(iv) Hours regulations 651 10.00 10.00 10.00 10.00
(v) Mandated cost of worker dismissal 499 499 137 137 137
(vi) Conscription 0.00 0.00 0.00 0.00 0.00 0.00 0.00
C. Business regulations 6.42 6.20 7.04 718 6.99
(i) Administrative requirements 6.88 489 428 419 430
(if) Bureaucracy costs 398 217 9.24 956 733
(iii) Starting a business 887 888 9.01 911 9.82
(iv) Extra payments / bribes / favoritism 531 5.85 431 396 405
(v) Licensing restrictions 835 834 9.24 899
(vi) Cost of tax compliance 7.04 7.04 7.04 7.02 743
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Timor-Leste 1980 1990 2000 2005

2010 2015 2017
Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank)
Summary Ratings (Rank) 5.62 (137) 6.29 (117) 5.99 (133)

Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data)
1. Size of Government 3.09 311 4.62 4.45
A. Government consumption 094 (36.81) 0.00 (58.9) 0.00 (49.48) 0.00 (43.38)
B. Transfers and subsidies 6.86 (12.01) 748 (9.76) 863 (551)
C. Government enterprises and investment 0.00 (83.56) 0.00 (79.25) 0.00 (80.76)
D. Top marginal tax rate 10.00 1000
(i) Top marginal income tax rate 1000 (10) 1000 (10)
(if) Top marginal income and payroll tax rate 1000 (10) 1000 (10)
E. State Ownership of Assets 285 378 525 525 556 561 362
2. Legal System and Property Rights 3.13 3.54 3.27
A. Judicial independence 388 385 385
B. Impartial courts 335 322 350
C. Protection of property rights 292 300 300
D. Military interference in rule of law and politics 5.00 570 6.40
E. Integrity of the legal system
F. Legal enforcement of contracts 0.00 0.00 0.00
G. Regulatory costs of the sale of real property 0.00
H. Reliability of police 433 429 140
I. Business costs of crime 558 473 473
Gender Disparity Adjustment 1.00 1.00 1.00 1.00 1.00 1.00 1.00
3. Sound Money 8.74 8.85 8.11
A.Money growth 766 (11.7) 825 (873) 740 (-12.98)
B. Standard deviation of inflation 867 (333) 727 (682) 515 (12.14)
C. Inflation: most recent year 865 (6.77) 987 (063) 9.89 (0.56)
D. Freedom to own foreign currency bank accounts 10.00 10.00 10.00
4, Freedom to Trade Internationally 7.04 7.78
ATari s 956 9.73
(i) Revenue from trade taxes (% of trade sector) 9.17 (1.25) 9.68 (048)
(i) Mean tari rate 950 (25) 950 (25)
(iii) Standard deviation of tari rates 1000 (0) 1000 (0)
B. Regulatory trade barriers 599 467 449
(i) Non-tari - trade barriers 553 429 393
(ii) Compliance costs of importing and exporting 644 505 505
C. Black-market exchange rates 10.00
D. Controls of the movement of capital and people 673 6.90 690
(i) Foreign ownership / investment restrictions 512 534 534
(if) Capital controls 833 846 846
(iii) Freedom of foreigners to visit
5. Regulation 7.52 740 6.33
A. Credit market regulations 950 950 520
(i) Ownership of banks
(i) Private sector credit 10.00 10.00 640
(iii) Interest rate controls / negative real interest rates 9.00 9.00 4,00
B. Labor market regulations 7711 6.69 730
(i) Hiring regulations and minimum wage 6.67 223 223
(ii) Hiring and firing regulations 401 416
(iii) Centralized collective bargaining 557 575
(iv) Hours regulations 10.00 800 800
(v) Mandated cost of worker dismissal 10.00 10.00 896
(vi) Conscription 10.00 10.00 10.00
C. Business regulations 534 6.02 6.49
(i) Administrative requirements 356 530
(ii) Bureaucracy costs 515 400 489
(iii) Starting a business 591 885 958
(iv) Extra payments / bribes / favoritism 353 351 351
(v) Licensing restrictions 699 754 754
(vi) Cost of tax compliance 691 691 691
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Togo 1980 1990 2000 2005 2010 2015 2017
Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank)
Summary Ratings (Rank) 4.10 (82) 5.33 (60) 5.51 (106) 5.55 (127) 5.47 (142) 5.88 (131) 6.21 (121)
Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data)
1. Size of Government 2.63 6.54 7.70 8.30 6.52 6.56 6.51
A. Government consumption 320 (29.11) 6.87 (16.65) 888 (9.62) 896 (9.52) 9.06 (9.2) 6.92 (16.46) 731 (1513)
B. Transfers and subsidies 10.00 (0.28) 965 (1.79) 9.94 (0.71) 9.95 (0.7)
C. Government enterprises and investment 000 (71.7) 6.00 (288) 800 (168) 800 (17.48) 200 (41.53) 200 (45.02) 200 (42.2)
D. Top marginal tax rate 7.00 7.00
(i) Top marginal income tax rate 7.00 (35) 7.00 (35)
(ii) Top marginal income and payroll tax rate
E. State Ownership of Assets 469 6.76 6.23 6.23 537 6.94 6.29
2. Legal System and Property Rights 2.86 3.84 2.46 213 2.33 4.36 5.24
A. Judicial independence
B. Impartial courts 411 370 390 410 430
C. Protection of property rights 280 590 799 799
D. Military interference in rule of law and politics 167 0.14 0.00 417 417
E. Integrity of the legal system 330 330 5.00 5.00 5.00 5.00 5.00
F. Legal enforcement of contracts 315 315 315 390 390
G. Regulatory costs of the sale of real property 043 043 073 198 6.47
H. Reliability of police
. Business costs of crime
Gender Disparity Adjustment 071 071 071 071 083 093 098
3. Sound Money 5.53 6.95 6.48 6.88 6.69 7.01 6.98
A. Money growth 866 (6.68) 9.03 (-484) 866 (6.69) 994 (-0.32) 829 (854) 947 (265) 893 (5.36)
B. Standard deviation of inflation 556 (11.11) 937 (1.58) 765 (588) 894 (2.66) 884 (291) 892 (269) 921 (1.98)
C. Inflation: most recent year 791 (1047) 9.40 (2.98) 962 (1.89) 864 (68) 963 (1.83) 964 (1.79) 9.80 (-0.98)
D. Freedom to own foreign currency bank accounts 0.00 0.00 0.00 0.00 0.00 0.00 0.00
4. Freedom to Trade Internationally 3.78 4.36 5.87 6.05 6.07 5.46 5.67
ATari s 173 387 760 739 738 733 739
(i) Revenue from trade taxes (% of trade sector) 173 (124) 387 (92) 782 (327) 724 (414) 739 (391) 758 (363)
(if) Mean tari rate 760 (12) 708 (146) 762 (11.9) 756 (122) 756 (122)
(iii) Standard deviation of tari rates 7.26 (684) 729 (6.78) 7.02 (7.44) 7.02 (7.44)
B. Regulatory trade barriers 6.34 6.40 329 408
(i) Non-tari - trade barriers 487
(i) Compliance costs of importing and exporting 6.34 6.40 329 329
C. Black-market exchange rates 9.60 9.20 10.00 10.00 10.00 10.00 10.00
D. Controls of the movement of capital and people 0.00 0.00 0.00 048 050 121 121
(i) Foreign ownership / investment restrictions
(if) Capital controls 0.00 0.00 0.00 077 077 0.77 077
(iii) Freedom of foreigners to visit 0.20 0.22 166 166
5. Regulation 5.70 4.96 5.02 4.39 5.75 6.00 6.63
A. Credit market regulations 6.42 659 578 367 833 6.96 833
(i) Ownership of banks 200 2.00 2.00 5.00 5.00 8.00 10.00
(il Private sector credit 9.26 9.77 9.33 0.00 1000 7.89 1000
(iii) Interest rate controls / negative real interest rates 800 800 6.00 6.00 10.00 5.00 5.00
B. Labor market regulations 421 457 431 417 417
(i) Hiring regulations and minimum wage 440 5.60 167 167 167
(ii) Hiring and firing regulations
(iii Centralized collective bargaining
(iv) Hours regulations 6.00 6.00 800 800 800
(v) Mandated cost of worker dismissal 6.66 6.66 157 701 701
(vi) Conscription 0.00 0.00 0.00 0.00 0.00 0.00
C. Business regulations 494 460 6.86 740
(i) Administrative requirements
(if) Bureaucracy costs 348 267 378
(iii) Starting a business 430 388 386 895 9.36
(iv) Extra payments / bribes / favoritism
(v) Licensing restrictions 396 408 823 825
(vi) Cost of tax compliance 6.97 6.97 6.97 758 822
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Turkey

1980 1990 2000 2005 2010 2015 2017
Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank)
Summary Ratings (Rank) 3.64 (92) 4.78 (84) 5.84 (90) 6.40 (88) 6.87 (75) 6.84 (82) 6.67 (95)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

1. Size of Government

4.62

6.04

7.05

1.72

6.78

6.64

6.60

A. Government consumption 7.09 (15.89) 7.71 (1378) 6.93 (1643) 6.98 (16.26) 6.12 (19.19) 6.27 (16.69) 596 (19.72)
B. Transfers and subsidies 850 (6) 907 (39) 937 (281) 938 (2.77) 6.16 (14.59) 6.39 (13.77) 6.54 (13.19)
C. Government enterprises and investment 2.00 (40) 400 (31.7) 7.00 (22.8) 800 (157) 7.00 (20.57) 7.00 (21.66) 7.00 (21.66)
D. Top marginal tax rate 0.00 250 5.00 700 700 700 700
(i) Top marginal income tax rate 0.00 (75) 4.00 (50) 6.00 (45) 700 (40) 700 (35) 700 (35) 700 (35)
(ii) Top marginal income and payroll tax rate 100 (57) 4.00 (45.5) 700 (40) 700 (35) 700 (35) 700 (35)
E. State Ownership of Assets 550 692 692 721 764 654 6.50
2. Legal System and Property Rights 4.95 3.98 5.34 6.39 5.06 474 4,62
A. Judicial independence 534 530 377 344 325
B. Impartial courts 651 468 443 318 324
C. Protection of property rights 400 590 343 6.35 535 559 526
D. Military interference in rule of law and politics 5.00 6.67 333 333 333
E. Integrity of the legal system 830 330 6.67 750 583 500 500
F. Legal enforcement of contracts 6.16 6.16 5,60 458 436
G. Regulatory costs of the sale of real property 890 887 880 855 859
H. Reliability of police 5.87 419 558 537
I. Business costs of crime 6.14 595 576 576
Gender Disparity Adjustment 078 078 078 1.00 093 090 0.88
3. Sound Money 0.78 3.87 3.57 484 8.86 9.08 8.85
A. Money growth 314 (343) 2.36 (382) 000 (81.91) 0.00 (59.29) 834 (83) 829 (857) 830 (852)
B. Standard deviation of inflation 0.00 (27.75) 311 (17.23) 427 (1433) 140 (21.49) 880 (3) 956 (1.1) 932 (171)
C. Inflation: most recent year 0.00 (85.04) 0.00 (5821) 0.00 (54.92) 797 (10.14) 829 (857) 847 (7.67) 7.77 (11.14)
D. Freedom to own foreign currency bank accounts 0.00 10.00 10.00 10.00 10.00 10.00 10.00
4, Freedom to Trade Internationally 3.43 471 7.57 7.38 735 7.23 1.27
ATari s 350 453 742 6.87 6.25 6.00 596
(i) Revenue from trade taxes (% of trade sector) 580 (6.3) 813 (28) 955 (0.67) 9.73 (041) 957 (0.64) 9.49 (0.76) 947 (08)
(if) Mean tari rate 120 (44) 546 (22.7) 858 (7.1) 952 (24) 802 (9.9) 784 (108) 782 (109)
(iii) Standard deviation of tari rates 0.00 (35.7) 412 (147) 136 (21.6) 117 (22.08) 067 (2333) 058 (2354)
B. Regulatory trade barriers 707 6.60 6.86 740 761
(i) Non-tari - trade barriers 563 6.28 566 603 587
(ii) Compliance costs of importing and exporting 850 693 805 877 936
C. Black-market exchange rates 6.80 9.60 10.00 10.00 10.00 10.00 10.00
D. Controls of the movement of capital and people 0.00 0.00 579 6.03 6.30 552 552
(i) Foreign ownership / investment restrictions 9.27 6.55 582 584 584
(if) Capital controls 0.00 0.00 231 154 308 231 231
(iii) Freedom of foreigners to visit 10.00 10.00 841 841
5. Regulation 4.41 5.28 5.67 5.69 6.32 6.49 6.03
A. Credit market regulations 399 541 6.14 6.65 752 812 6.30
(i) Ownership of banks 800 800 800 5.00 500 500 500
(i) Private sector credit 398 622 429 495 755 936 890
(iii) Interest rate controls / negative real interest rates 0.00 200 10.00 10.00 1000 500
B. Labor market regulations 516 394 383 4.86 451 471
(i) Hiring regulations and minimum wage 338 440 557 443 557
(ii) Hiring and firing regulations 723 532 402 500 420 413
(iii) Centralized collective bargaining 724 724 657 6.39 7.06 6.88 7.06
(iv) Hours regulations 6.18 6.00 800 800 800
(v) Mandated cost of worker dismissal 119 119 252 252 252
(vi) Conscription 0.00 100 100 100 1.00 1.00 1.00
C. Business regulations 6.94 6.60 6.58 6.84 707
(i) Administrative requirements 740 328 334 408 399
(ii) Bureaucracy costs 515 621 697 6.22 711
(iii) Starting a business 9.45 9.47 9.66 959 966
(iv) Extra payments / bribes / favoritism 552 633 451 435 435
(v) Licensing restrictions 713 748 9.23 923
(vi) Cost of tax compliance 715 715 750 757 809
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1980 1990 2000 2005 2010 2015 2017
Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank)
Summary Ratings (Rank) 2.87 (103) 2.77 (112) 7.13 (42) 6.91 (67) 7.37 (39) 7.26 (55) 7.39 (48)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data) Rating (Data)

1. Size of Government 3.48 4.63 6.74 7.38 8.06 7.45 7.48
A. Government consumption 957 (7.48) 750 (1451) 716 (15.65) 7.74 (1369) 859 (10.79) 894 (9.6)
B. Transfers and subsidies 894 (44) 9.99 (0.55) 9.89 (0.9) 10.00 (0.41) 10.00 (0.45)
C. Government enterprises and investment 200 (428) 200 (49.1) 400 (31.5) 700 (224) 10.00 (12.46) 8.00 (15.09) 8.00 (16.52)
D. Top marginal tax rate 2.00 6.50 6.00 6.00 400 400
(i) Top marginal income tax rate 3.00 (50) 8.00 (30) 8.00 (30) 8.00 (30) 5.00 (40) 5.00 (40)
(ii) Top marginal income and payroll tax rate 100 (59) 5.00 (39.5) 4.00 (41) 4.00 (41) 3.00 (50) 3.00 (50)
E. State Ownership of Assets 496 496 6.77 6.77 6.67 6.67 6.46
2. Legal System and Property Rights 2.45 217 4.45 415 4,96 4.89 471
A. Judicial independence 463 456 426 394
B. Impartial courts 441 412 482 437 412
C. Protection of property rights 280 190 429 520 539 507
D. Military interference in rule of law and politics 333 333 333 333 333
E. Integrity of the legal system 170 170 6.67 6.67 583 583 583
F. Legal enforcement of contracts 370 370 404 487 487
G. Regulatory costs of the sale of real property 6.93 7.03 814 835 819
H. Reliability of police 397 495 498 452
. Business costs of crime 429 457 439 408
Gender Disparity Adjustment 078 078 078 078 0.96 092 093
3. Sound Money 1.04 0.28 9.30 8.70 8.71 8.60 9.35
A. Money growth 312 (344) 0.00 (410) 873 (6.34) 856 (7.2) 733 (13.35) 9.05 (4.74) 9.06 (4.68)
B. Standard deviation of inflation 0.00 (338) 0.00 (524) 9.05 (2.39) 786 (5.36) 832 (421) 6.39 (9.03) 940 (151)
C. Inflation: most recent year 112 (44.38) 943 (2.83) 837 (815) 9.20 (3.98) 895 (5.23) 896 (5.21)
D. Freedom to own foreign currency bank accounts 0.00 0.00 10.00 10.00 10.00 10.00 10.00
4. Freedom to Trade Internationally 2,64 1.80 7.55 6.39 717 7.44 7.63
ATari s 793 339 543 572 714 691 6.80
(i) Revenue from trade taxes (% of trade sector) 793 (31) 280 (108) 251 (11.23) 431 (854) 861 (209) 806 (291) 772 (343)
(if) Mean tari rate 398 (30.1) 834 (83) 752 (124) 750 (125) 744 (128) 746 (127)
(iii) Standard deviation of tari rates 533 (11.68) 530 (11.75) 524 (11.9) 522 (11.94)
B. Regulatory trade barriers 6.33 329 528 434 532
(i) Non-tari - trade barriers 412 563 596 6.01
(i) Compliance costs of importing and exporting 6.33 246 494 272 462
C. Black-market exchange rates 0.00 200 10.00 10.00 10.00 10.00 10.00
D. Controls of the movement of capital and people 0.00 0.00 846 654 6.27 849 840
(i) Foreign ownership / investment restrictions 797 713 701 6.75
(if) Capital controls 0.00 0.00 846 846 846 846 846
(iii) Freedom of foreigners to visit 320 321 10.00 10.00
5. Regulation 4.72 4.95 7.58 7.92 7.96 7.93 7.79
A. Credit market regulations 261 323 657 954 9.08 911 850
(i) Ownership of banks 200 2.00 2.00 10.00 10.00 10.00 8.00
(il Private sector credit 584 770 870 9.62 823 833 851
(iii) Interest rate controls / negative real interest rates 0.00 0.00 9.00 9.00 9.00 9.00 9.00
B. Labor market regulations 860 873 888 858 866
(i) Hiring regulations and minimum wage 1000 1000 1000 10.00 10.00
(ii) Hiring and firing regulations 6.67 6.88 6.73 522 551
(iii) Centralized collective bargaining 817 869 855 827 843
(iv) Hours regulations 800 800 800 800 800
(v) Mandated cost of worker dismissal 879 879 10.00 10.00 10.00
(vi) Conscription 10.00 10.00 10.00 10.00 10.00 10.00 10.00
C. Business regulations 549 593 6.09 6.21
(i) Administrative requirements 382 489 457 432
(if) Bureaucracy costs 241 485 356 422
(iii) Starting a business 775 810 802 878 888
(iv) Extra payments / bribes / favoritism 420 303 293 298
(v) Licensing restrictions 7.05 717 891 9.05
(vi) Cost of tax compliance 134 734 761 781 781
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Ukraine 1980 1990 2000

2005 2010 2015 2017
Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank)
Summary Ratings (Rank) 4.76 (115) 5.83 (117) 5.95 (129) 5.40 (148) 5.96 (135)
Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data)
1. Size of Government 4.83 6.53 6.88 6.98 7.16
A. Government consumption 465 (242) 359 (27.8) 438 (2512) 491 (2331) 534 (21.83) 4.86 (2347)
B. Transfers and subsidies 6.26 (14.24) 398 (2259) 4.28 (21.48) 487 (19.33) 545 (17.19)
C. Government enterprises and investment 400 10.00 (8.46) 10.00 (7.13) 10.00 (9.16) 10.00 (9.16)
D. Top marginal tax rate 450 750 750 650 850
(i) Top marginal income tax rate 5.00 (40) 1000 (13) 1000 (15) 900 (22) 1000 (20)
(ii) Top marginal income and payroll tax rate 4.00 (436) 500 (38) 500 (40) 4,00 (45) 700 (34)
E. State Ownership of Assets 0.00 580 6.82 773 820 697
2. Legal System and Property Rights 5.17 5.09 4.62 432 4.44
A. Judicial independence 317 256 180 210 258
B. Impartial courts 351 305 221 274 293
C. Protection of property rights 238 395 278 338 384
D. Military interference in rule of law and politics 833 833 833 833 833
E. Integrity of the legal system 6.67 6.67 6.67 6.67 6.67
F. Legal enforcement of contracts 528 528 5.36 480 480
G. Regulatory costs of the sale of real property 6.83 712 651 894 9.09
H. Reliability of police 396 328 421 452
I. Business costs of crime 493 6.08 414 521
Gender Disparity Adjustment 1.00 1.00 1.00 1.00 093 0.72 067
3. Sound Money 2.24 4.88 5.60 3.25 4.99
A. Money growth 317 (3415) 5.27 (23.66) 6.98 (15.11) 806 (9.68) 7.82 (1091)
B. Standard deviation of inflation 145 (21.38) 6.95 (7.64) 729 (6.78) 469 (1327) 501 (1247)
C. Inflation: most recent year 436 (282) 7.30 (1352) 812 (9.38) 0.26 (48.72) 7.11 (14.44)
D. Freedom to own foreign currency bank accounts 0.00 0.00 0.00 0.00 0.00
4, Freedom to Trade Internationally 6.40 6.20 6.56 6.51 6.78
ATari s 762 6.75 862 860 884
(i) Revenue from trade taxes (% of trade sector) 9.36 (0.96) 887 (17) 945 (0.82) 872 (1.92) 9.46 (081)
(if) Mean tari rate 7.90 (105) 864 (6.8) 9.08 (4.6) 910 (45) 9.10 (45)
(iii) Standard deviation of tari rates 5.60 (11) 274 (18.16) 733 (667) 797 (5.09) 795 (5.13)
B. Regulatory trade barriers 5.85 484 475 425 570
(i) Non-tari - trade barriers 403 456 391 472 4.86
(ii) Compliance costs of importing and exporting 767 513 559 378 653
C. Black-market exchange rates 0.00 778 10.00 10.00 10.00 936
D. Controls of the movement of capital and people 0.00 434 322 288 319 322
(i) Foreign ownership / investment restrictions 713 461 431 371 378
(ii) Capital controls 0.00 154 077 0.00 0.00 0.00
(iii) Freedom of foreigners to visit 430 431 5.86 5.86
5. Regulation 5.15 6.42 6.09 5.94 6.44
A. Credit market regulations 559 9.16 809 6.07 779
(i) Ownership of banks 0.00 800 800 5.00 500
(i) Private sector credit 9.76 9.47 6.26 922 936
(iii) Interest rate controls / negative real interest rates 700 10.00 10.00 4,00 9.00
B. Labor market regulations 522 617 6.03 538 513
(i) Hiring regulations and minimum wage 187 560 557 557 557
(ii) Hiring and firing regulations 6.25 634 632 503 521
(iii) Centralized collective bargaining 807 730 701 644 474
(iv) Hours regulations 534 800 800 6.00 6.00
(v) Mandated cost of worker dismissal 879 879 9.25 925 925
(vi) Conscription 1.00 100 0.00 0.00 0.00
C. Business regulations 464 395 415 6.38 6.42
(i) Administrative requirements 6.27 258 245 401 394
(ii) Bureaucracy costs 480 380 561 578 6.00
(iii) Starting a business 835 820 9.18 983 979
(iv) Extra payments / bribes / favoritism 379 559 270 283 294
(v) Licensing restrictions 351 235 9.80 952
(vi) Cost of tax compliance 0.00 0.00 264 6.02 6.33
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United Arab Emirates 1980 1990 2000 2005 2010 2015 2017

Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank)

Summary Ratings (Rank) 5.76 (32) 6.99 (23) 6.97 (53) 7.24 (50) 7.41 (37) 7.28 (54) 7.17 (61)
Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data)
1. Size of Government 3.94 6.23 5.17 7.28 6.59 5.88 5.85
A. Government consumption 0.37 (3873) 291 (301) 471 (2397) 816 (12.26) 6.74 (17.07) 412 (25.99) 4.09 (26.08)
B. Transfers and subsidies 981 (12) 9.71 (1.55) 9.71 (1.55) 9.71 (1.55) 8.82 (484) 8.70 (5.26)
C. Government enterprises and investment 7.00 (21.4) 0.00 (56.9) 4,00 (38.18) 2.00 (40.18) 2.00 (47.36) 2.00 (47.16)
D. Top marginal tax rate 10.00 10.00 10.00 10.00 10.00 10.00 10.00
(i) Top marginal income tax rate 1000 (0) 10.00 1000 (0) 1000 (0) 1000 (0) 1000 (0) 1000 (0)
(ii) Top marginal income and payroll tax rate 1000 (16) 1000 (16) 10.00 (16) 1000 (16)
E. State Ownership of Assets 145 145 144 451 451 445 445
2. Legal System and Property Rights 1.64 4,59 5.82 5.77 5.77 5.98 5.67
A. Judicial independence 6.30 6.80 7.86 7.16
B. Impartial courts 755 6.35 5.66 6.87 652
C. Protection of property rights 0.80 460 6.82 6.35 790 741
D. Military interference in rule of law and politics 833 833 833 833 833
E. Integrity of the legal system 170 830 6.67 6.67 6.67 6.67 6.67
F. Legal enforcement of contracts 483 483 483 551 583
G. Regulatory costs of the sale of real property 9.30 9.30 9.30 991 991
H. Reliability of police 823 855 9.04 833
. Business costs of crime 863 898 9.06 889
Gender Disparity Adjustment 059 059 059 059 059 051 048
3. Sound Money 7.93 9.44 7.75 7.60 8.32 8.42 9.06
A. Money growth 546 (22.7) 9.27 (3.66) 887 (5.66) 6.65 (16.75) 821 (8.95) 840 (8.02) 922 (392)
B. Standard deviation of inflation 808 (479) 9.32 (1.69) 649 (878) 6.62 (8.45) 523 (11.92) 6.09 (9.78) 741 (6.46)
C. Inflation: most recent year 818 (9.1) 918 (41) 563 (21.83) 714 (1429) 9.82 (0.88) 9.19 (4.07) 961 (1.97)
D. Freedom to own foreign currency bank accounts 10.00 10.00 10.00 10.00 10.00 10.00 10.00
4. Freedom to Trade Internationally 10.00 8.33 8.90 8.10 8.10 8.22 8.05
ATari s 10.00 10.00 9.60 887 867 8.74 844
(i) Revenue from trade taxes (% of trade sector) 10.00 (0) 10.00 (0) 10.00 (0) 10.00 (0) 10.00 (0) 10.00 (0) 10.00 (0)
(if) Mean tari rate 920 (4) 9.04 (48) 902 (49) 9.06 (4.7) 9.04 (48)
(iii) Standard deviation of tari rates 756 (6.1) 7.00 (7.5) 7.16 (71) 6.29 (9.26)
B. Regulatory trade barriers 9.83 811 840 787 764
(i) Non-tari - trade barriers 762 765 745 6.97
(i) Compliance costs of importing and exporting 9.83 860 9.14 830 830
C. Black-market exchange rates 10.00 10.00 10.00 10.00 10.00 10.00 10.00
D. Controls of the movement of capital and people 1000 5.00 6.15 542 531 6.27 6.10
(i) Foreign ownership / investment restrictions 6.69 6.68 7.66 760
(ii) Capital controls 10.00 5.00 6.15 6.15 583 583 538
(iii) Freedom of foreigners to visit 340 343 531 531
5. Regulation 5.28 6.33 7.20 7.46 8.25 7.92 7.24
A. Credit market regulations 6.85 6.49 6.86 174 764 775 6.70
(i) Ownership of banks 5.00 5.00 5.00 5.00 5.00 5.00 5.00
(il Private sector credit 871 798 871 821 792 824 840
(iii) Interest rate controls / negative real interest rates 10.00 10.00 10.00
B. Labor market regulations 755 748 850 6.97 6.70
(i) Hiring regulations and minimum wage 1000 1000 1000 10.00 10.00
(ii) Hiring and firing regulations 621 659 723 6.76
(iii) Centralized collective bargaining 847 838 858 742
(iv) Hours regulations 800 800 6.00 6.00 6.00
(v) Mandated cost of worker dismissal 221 221 10.00 10.00 10.00
(vi) Conscription 300 10.00 10.00 10.00 10.00 0.00 0.00
C. Business regulations 715 862 9.04 831
(i) Administrative requirements 556 5.60 721 658
(if) Bureaucracy costs 218 879 933 533
(iii) Starting a business 765 803 952 959 963
(iv) Extra payments / bribes / favoritism 807 797 824 847
(v) Licensing restrictions 921 9.99 1000 1000
(vi) Cost of tax compliance 9.87 9.87 9.87 9.87 9.87
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United Kingdom

1980 1990 2000 2005 2010 2015 2017
Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank)
Summary Ratings (Rank) 6.86 (13) 8.29 (5) 8.63 (4) 8.39 (5) 8.02 (7) 8.07 (6) 8.09 (7)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

1. Size of Government 4.66 6.17 719 6.92 6.00 6.16 6.21
A. Government consumption 393 (26.62) 452 (2463) 595 (19.76) 507 (22.75) 454 (2457) 511 (2262) 533 (21.88)
B. Transfers and subsidies 583 (158) 6.08 (14.9) 6.31 (14.05) 6.33 (13.97) 575 (16.1) 545 (17.21) 548 (17.1)
C. Government enterprises and investment 6.00 (29.1) 800 (15.3) 10.00 (9.34) 1000 (7.21) 8.00 (186) 8.00 (1554) 800 (15.3)
D. Top marginal tax rate 0.00 400 5.00 450 3.00 4,00 4,00
(i) Top marginal income tax rate 0.00 (83) 500 (40) 6.00 (40) 500 (41) 500 (50) 6.00 (45) 6.00 (45)
(ii) Top marginal income and payroll tax rate 3.00 (48) 4.00 (48) 4.00 (48) 100 (66) 200 (64) 200 (64)
E. State Ownership of Assets 753 827 871 871 872 825 824
2. Legal System and Property Rights 7.05 1.73 8.69 8.27 797 792 1.78
A. Judicial independence 9.02 874 866 884 856
B. Impartial courts 9.02 838 6.79 751 6.98
C. Protection of property rights 6.40 10.00 844 9.09 834 880 872
D. Military interference in rule of law and politics 10.00 10.00 10.00 10.00 10.00
E. Integrity of the legal system 10.00 830 10.00 9.17 917 833 833
F. Legal enforcement of contracts 6.09 6.00 595 450 439
G. Regulatory costs of the sale of real property 826 826 791 802 802
H. Reliability of police 751 771 843 831
I. Business costs of crime 725 715 6.86 6.68
Gender Disparity Adjustment 1.00 1.00 1.00 1.00 1.00 1.00 1.00
3. Sound Money 5.96 9.48 9.31 9.45 9.58 9.84 9.67
A. Money growth 857 (7.17) 975 (1.27) 814 (9.31) 854 (7.3) 9.26 (37) 970 (-1.52) 947 (2.66)
B. Standard deviation of inflation 904 (24) 945 (1.38) 969 (0.77) 9.82 (0.44) 9.73 (0.67) 968 (0.8) 971 (072)
C. Inflation: most recent year 6.23 (18.84) 872 (642) 941 (2.93) 943 (283) 934 (329) 9.99 (0.05) 9.49 (2.56)
D. Freedom to own foreign currency bank accounts 0.00 10.00 10.00 10.00 10.00 10.00 10.00
4, Freedom to Trade Internationally 9.63 9.47 9.38 8.79 8.78 8.42 8.43
ATari s 889 841 918 839 834 836 823
(i) Revenue from trade taxes (% of trade sector) 953 (0.7) 9.60 (0.6) 9.78 (0.33) 959 (0.62) 963 (0.55) 9.10 (1.35) 9.00 (1.5)
(if) Mean tari rate 824 (88) 852 (7.4) 952 (24) 946 (2.7) 898 (5.1) 898 (5.1) 898 (5.1)
(iii) Standard deviation of tari rates 712 (72) 824 (44) 6.13 (9.67) 641 (8.98) 700 (7.5) 6.70 (8.26)
B. Regulatory trade barriers 9.23 807 836 793 815
(i) Non-tari - trade barriers 897 723 751 655 698
(ii) Compliance costs of importing and exporting 950 891 920 931 931
C. Black-market exchange rates 10.00 10.00 10.00 10.00 10.00 10.00 10.00
D. Controls of the movement of capital and people 10.00 10.00 9.10 868 843 738 733
(i) Foreign ownership / investment restrictions 975 859 799 847 829
(ii) Capital controls 10.00 10.00 846 846 833 462 462
(iii) Freedom of foreigners to visit 9.00 8.96 9.07 9.07
5. Regulation 7.00 8.59 8.59 8.50 7.78 8.02 8.35
A. Credit market regulations 733 9.93 10.00 9.44 733 752 888
(i) Ownership of banks 10.00 10.00 10.00 10.00 10.00 800 800
(i) Private sector credit 8.00 9.79 10.00 832 3.00 655 863
(iii) Interest rate controls / negative real interest rates 400 10.00 10.00 10.00 9.00 8.00 1000
B. Labor market regulations 667 724 710 847 825 840 838
(i) Hiring regulations and minimum wage 461 890 890 890 890
(ii) Hiring and firing regulations 739 490 583 567 6.83 6.90
(iii) Centralized collective bargaining 518 621 860 810 787 811 796
(iv) Hours regulations 484 537 651 10.00 800 800 800
(v) Mandated cost of worker dismissal 796 796 9.08 853 853
(vi) Conscription 10.00 10.00 10.00 10.00 10.00 10.00 10.00
C. Business regulations 867 760 774 816 7.80
(i) Administrative requirements 793 380 350 509 502
(ii) Bureaucracy costs 803 590 773 844 6.44
(iii) Starting a business 957 9.58 958 985 986
(iv) Extra payments / bribes / favoritism 897 9.04 770 730 717
(v) Licensing restrictions 845 9.19 952 952
(vi) Cost of tax compliance 882 882 877 877 882
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1980 1990 2000 2005 2010 2015 2017
Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank)
Summary Ratings (Rank) 8.21 (2) 8.55 (2) 8.69 (3) 8.34 (6) 7.96 (9) 8.07 (6) 8.19 (5)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data) Rating (Data)

1. Size of Government 5.89 1.32 7.38 7.71 711 7.12 7.16
A. Government consumption 553 (21.21) 5.66 (20.76) 6.59 (17.6) 6.34 (1843) 585 (20.1) 6.62 (17.5) 6.76 (17.01)
B. Transfers and subsidies 717 (109) 6.68 (12.7) 6.54 (1319) 6.69 (12.66) 569 (16.31) 599 (15.21) 6.03 (15.08)
C. Government enterprises and investment 800 (17.71) 800 (1828) 800 (1559) 8.00 (16.25) 7.00 (22.67) 8.00 (16.1) 8.00 (15.24)
D. Top marginal tax rate 0.00 750 7.00 750 7.00 5.00 5.00
(i) Top marginal income tax rate 0.00 (70-75) 800 (33-42) 7.00 (40-46) 800 (35-42) 7.00 (35-41) 500 (43-50) 500 (43-50)
(ii) Top marginal income and payroll tax rate 7.00 (36-45) 7.00 (42-49) 7.00 (37-44) 7.00 (37-44) 5.00 (43-50) 5.00 (43-50)
E. State Ownership of Assets 876 876 876 10.00 10.00 10.00 10.00
2. Legal System and Property Rights 8.35 8.35 9.01 1.54 714 7.23 744
A. Judicial independence 802 6.60 657 711 771
B. Impartial courts 9.02 6.80 563 6.56 759
C. Protection of property rights 10.00 10.00 9.10 805 6.76 769 792
D. Military interference in rule of law and politics 10.00 6.67 6.67 6.67 6.67
E. Integrity of the legal system 10.00 10.00 10.00 833 833 833 833
F. Legal enforcement of contracts 733 733 733 545 523
G. Regulatory costs of the sale of real property 961 961 951 892 899
H. Reliability of police 782 7.60 829 8.15
. Business costs of crime 6.66 5.89 6.01 634
Gender Disparity Adjustment 1.00 1.00 1.00 1.00 1.00 100 1.00
3. Sound Money 9.22 9.68 9.78 9.76 9.68 9.76 9.80
A. Money growth 9.25 (375) 986 (-0.72) 9.94 (-0.28) 992 (-041) 946 (269) 9.20 (3.99) 974 (128)
B. Standard deviation of inflation 954 (1.15) 971 (072) 984 (04) 979 (052) 958 (1.05) 987 (0.33) 988 (0.31)
C. Inflation: most recent year 810 (951) 9.13 (434) 9.32 (3.38) 932 (339) 967 (1.64) 9.98 (0.12) 957 (213)
D. Freedom to own foreign currency bank accounts 10.00 10.00 10.00 10.00 10.00 10.00 10.00
4. Freedom to Trade Internationally 8.97 8.74 8.74 8.06 7.72 754 7.67
ATari s 890 823 812 838 843 838 844
(i) Revenue from trade taxes (% of trade sector) 927 (11) 9.00 (1.5) 944 (084) 9.49 (0.76) 955 (0.68) 950 (0.75) 9.49 (0.76)
(if) Mean tari rate 854 (7.3) 8.76 (6.2) 920 (4) 9.36 (32) 9.30 (35) 9.30 (35) 932 (34)
(iii) Standard deviation of tari rates 692 (7.7) 572 (107) 6.28 (9.31) 6.43 (893) 6.33 (9.17) 6.50 (8.74)
B. Regulatory trade barriers 864 803 7.66 807 840
(i) Non-tari - trade barriers 812 6.72 597 6.37 7.04
(i) Compliance costs of importing and exporting 9.17 9.35 9.35 9.76 976
C. Black-market exchange rates 10.00 10.00 10.00 10.00 10.00 10.00 10.00
D. Controls of the movement of capital and people 800 800 821 584 4.80 370 386
(i) Foreign ownership / investment restrictions 949 728 6.46 6.70 717
(ii) Capital controls 800 800 6.92 6.15 385 385 385
(iii) Freedom of foreigners to visit 410 409 055 055
5. Regulation 8.63 8.66 8.55 8.61 8.14 8.71 8.86
A. Credit market regulations 952 9.64 981 943 778 9.34 933
(i) Ownership of banks 10.00 10.00 10.00 10.00 10.00 10.00 10.00
(il Private sector credit 855 893 943 828 333 802 8.00
(iii) Interest rate controls / negative real interest rates 10.00 10.00 10.00 10.00 10.00 1000 1000
B. Labor market regulations 174 768 764 9.14 9.06 9.14 9.16
(i) Hiring regulations and minimum wage 382 1000 1000 10.00 945
(ii) Hiring and firing regulations 715 6.65 701 6.84 691 757
(iii) Centralized collective bargaining 759 759 835 783 749 791 792
(iv) Hours regulations 563 598 701 10.00 10.00 10.00 10.00
(v) Mandated cost of worker dismissal 10.00 10.00 10.00 10.00 10.00
(vi) Conscription 10.00 10.00 10.00 10.00 10.00 10.00 10.00
C. Business regulations 821 726 760 767 8.10
(i) Administrative requirements 792 429 403 5.06 6.42
(if) Bureaucracy costs 815 593 788 756 822
(iii) Starting a business 9.80 9.80 9.79 981 9.80
(iv) Extra payments / bribes / favoritism 882 723 599 593 6.49
(v) Licensing restrictions 9.98 9.98 9.60 964
(vi) Cost of tax compliance 6.36 6.36 790 804 804
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Uruguay

1980 1990 2000 2005 2010 2015 2017
Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank)
Summary Ratings (Rank) 6.24 (24) 6.52 (31) 7.07 (45) 6.99 (61) 7.29 (48) 7.09 (68) 7.05 (70)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

1. Size of Government 7.40 7.29 6.37 6.95 6.60 6.61 6.32
A. Government consumption 761 (1411) 6.83 (16.77) 740 (14.84) 788 (1319) 6.94 (16.39) 6.69 (17.24) 6.56 (17.68)
B. Transfers and subsidies 766 (9.1) 6.87 (12) 520 (181) 6.59 (13) 6.29 (14.1) 590 (15.55) 590 (15.55)
C. Government enterprises and investment 6.00 (29) 7.00 (23) 6.00 (25.2) 7.00 (2041) 6.00 (27.5) 7.00 (2261) 7.00 (2319)
D. Top marginal tax rate 10.00 10.00 750 750 8.00 8.00 650
(i) Top marginal income tax rate 1000 (0) 1000 (0) 1000 (0) 1000 (0) 9.0 (25) 9.0 (30) 7.0 (36)
(ii) Top marginal income and payroll tax rate 500 (36) 500 (36) 700 (31) 700 (39) 6.00 (44)
E. State Ownership of Assets 575 575 575 575 575 545 564
2. Legal System and Property Rights 5.61 6.28 5.97 5.57 5.89 5.50 5.23
A. Judicial independence 6.55 713 770 753
B. Impartial courts 6.67 547 526 486 440
C. Protection of property rights 410 590 553 6.26 6.75 6.95 653
D. Military interference in rule of law and politics 833 819 6.67 583 583
E. Integrity of the legal system 830 830 5.00 417 417 417 417
F. Legal enforcement of contracts 388 388 388 359 359
G. Regulatory costs of the sale of real property 6.42 6.42 6.42 6.45 6.45
H. Reliability of police 484 6.02 540 527
I. Business costs of crime 435 6.68 456 444
Gender Disparity Adjustment 1.00 1.00 1.00 1.00 1.00 1.00 095
3. Sound Money 418 3.76 8.39 8.18 8.98 9.08 9.04
A. Money growth 145 (42.73) 000 (54.79) 849 (757) 6.89 (1553) 7.90 (1051) 838 (811) 823 (885)
B. Standard deviation of inflation 5.28 (11.81) 503 (1243) 6.04 (9.89) 6.76 (8.11) 9.36 (1.6) 967 (0.82) 9.16 (2.11)
C. Inflation: most recent year 0.00 (54.76) 0.00 (100.39) 9.05 (4.76) 9.06 (47) 866 (6.66) 827 (867) 876 (6.22)
D. Freedom to own foreign currency bank accounts 10.00 10.00 10.00 10.00 10.00 10.00 10.00
4, Freedom to Trade Internationally 8.02 8.65 8.31 7.84 8.14 7.84 7.86
ATari s 407 594 1.72 7.73 .77 1.72 7.75
(i) Revenue from trade taxes (% of trade sector) 407 (89) 6.27 (5.6) 871 (1.93) 843 (2.35) 865 (203) 844 (234) 844 (234)
(if) Mean tari rate 390 (305) 7.78 (111) 802 (9.9) 7.90 (10.5) 7.90 (105) 7.94 (103)
(iii) Standard deviation of tari rates 764 (5.9) 6.68 (83) 6.74 (8.16) 6.77 (8.09) 681 (7.98) 6.87 (7.83)
B. Regulatory trade barriers 6.79 622 6.96 580 596
(i) Non-tari - trade barriers 6.25 573 6.56 601 571
(ii) Compliance costs of importing and exporting 733 672 737 559 622
C. Black-market exchange rates 10.00 10.00 10.00 10.00 10.00 10.00 10.00
D. Controls of the movement of capital and people 10.00 10.00 874 740 782 783 773
(i) Foreign ownership / investment restrictions 9.02 6.74 802 729 697
(ii) Capital controls 10.00 10.00 846 846 846 846 846
(iii) Freedom of foreigners to visit 7.00 697 774 774
5. Regulation 6.00 6.63 6.29 6.43 6.84 6.43 6.80
A. Credit market regulations 550 767 5.75 6.71 8.16 722 737
(i) Ownership of banks 5.00 5.00 5.00 200 500 500 500
(i) Private sector credit 10.00 725 9.13 947 766 8.10
(iii) Interest rate controls / negative real interest rates 6.00 8.00 500 9.00 10.00 9.00 9.00
B. Labor market regulations 645 643 578 563 613
(i) Hiring regulations and minimum wage 256 670 667 557 890
(ii) Hiring and firing regulations 412 329 328 293 289
(iii) Centralized collective bargaining 6.90 347 214 268 237
(iv) Hours regulations 800 800 800 800 800
(v) Mandated cost of worker dismissal 713 713 461 461 461
(vi) Conscription 10.00 10.00 10.00 10.00 10.00 10.00 10.00
C. Business regulations 6.68 6.16 6.58 6.44 6.90
(i) Administrative requirements 6.75 350 352 349 300
(ii) Bureaucracy costs 6.48 496 6.06 533 756
(iii) Starting a business 746 756 951 956 955
(iv) Extra payments / bribes / favoritism 611 749 720 648 6.28
(v) Licensing restrictions 685 697 682 682
(vi) Cost of tax compliance 659 659 6.23 6.96 817
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1980 1990 2000 2005 2010 2015 2017
Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank)
Summary Ratings (Rank) 6.67 (14) 5.52 (54) 5.84 (90) 4.68 (136) 3.68 (153) 2.71 (159) 2.58 (162)
Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data)
1. Size of Government 6.01 5.82 5.72 4.63 4.79 4.95 4,58
A. Government consumption 6.56 (17.68) 825 (11.95) 6.06 (19.39) 6.36 (18.37) 7.06 (16) 8.78 (10.16) 858 (10.84)
B. Transfers and subsidies 959 (2) 856 (58) 7.74 (879) 5.77 (16.01) 5.77 (16.01) 5.77 (16.01) 5.77 (16.01)
C. Government enterprises and investment 200 (45.6) 0.00 (65.2) 200 (42.36) 200 (42.36) 0.00 (60.59) 0.00 (70.36) 0.00 (70.36)
D. Top marginal tax rate 7.00 7.00 8.00 550 7.00 7.00 650
(i) Top marginal income tax rate 7.00 (45) 7.00 (45) 8.00 (35) 7.00 (34) 8.00 (34) 8.00 (34) 7.00 (34)
(ii) Top marginal income and payroll tax rate 7.00 (45) 8.00 (35) 4.00 (49) 6.00 (41) 6.00 (41) 6.00 (41)
E. State Ownership of Assets 489 529 478 351 410 318 204
2. Legal System and Property Rights 6.22 5.70 4.48 271 2.48 2.05 1.98
A. Judicial independence 167 031 108 0.19 022
B. Impartial courts 367 093 124 073 0.62
C. Protection of property rights 5.80 590 340 227 125 108 115
D. Military interference in rule of law and politics 333 083 083 083 083
E. Integrity of the legal system 830 6.60 6.67 5.00 167 167 167
F. Legal enforcement of contracts 397 397 397 321 238
G. Regulatory costs of the sale of real property 865 842 846 813 8.06
H. Reliability of police 182 199 154 128
. Business costs of crime 136 181 104 161
Gender Disparity Adjustment 1.00 1.00 1.00 1.00 1.00 100 1.00
3. Sound Money 7.40 4,74 5.56 5.10 3.47 0.69 0.69
A. Money growth 7.79 (11.04) 728 (1358) 548 (226) 312 (344) 590 (20.49) 2.77 (36.16) 2.77 (36.16)
B. Standard deviation of inflation 702 (7.44) 0.00 (30.17) 0.00 (39.23) 549 (11.29) 381 (1548) 0.00 (39.37) 0.00 (552.08)
C. Inflation: most recent year 4.80 (26.02) 166 (41.71) 6.76 (16.21) 6.81 (15.95) 4.19 (29.06) 0.00 (121.74) 0.00 (493.6)
D. Freedom to own foreign currency bank accounts 10.00 10.00 10.00 5.00 0.00 0.00 0.00
4. Freedom to Trade Internationally 8.67 6.41 7.88 5.61 3.47 3.32 3.18
ATari s 800 422 761 764 780 757 726
(i) Revenue from trade taxes (% of trade sector) 800 (3) 853 (22) 789 (3.16) 845 (2.33) 845 (2.33) 845 (233) 845 (233)
(if) Mean tari rate 388 (30.6) 730 (135) 744 (128) 750 (125) 742 (129) 724 (138)
(iii) Standard deviation of tari rates 0.24 (244) 764 (59) 7.04 (7.41) 745 (6.38) 6.85 (7.87) 6.08 (98)
B. Regulatory trade barriers 577 404 259 2.00 204
(i) Non-tari - trade barriers 487 478 356 4,00 409
(i) Compliance costs of importing and exporting 6.67 330 162 0.00 0.00
C. Black-market exchange rates 10.00 10.00 10.00 513 0.00 0.00 0.00
D. Controls of the movement of capital and people 800 5.00 815 564 349 372 344
(i) Foreign ownership / investment restrictions 937 503 318 321 312
(if) Capital controls 800 5.00 6.92 538 077 0.77 0.00
(iii) Freedom of foreigners to visit 6.50 653 719 719
5. Regulation 5.04 4.93 5.58 5.27 4.19 2.56 2.49
A. Credit market regulations 6.09 6.00 855 933 593 333 333
(i) Ownership of banks 5.00 8.00 8.00 8.00 5.00 5.00 5.00
(il Private sector credit 9.26 10.00 9.64 10.00 779 0.00 0.00
(iii) Interest rate controls / negative real interest rates 400 0.00 800 10.00 5.00 5.00 5.00
B. Labor market regulations 387 335 306 361 210 211
(i) Hiring regulations and minimum wage 407 330 333 0.00 0.00
(ii) Hiring and firing regulations 436 455 169 216 073 092
(iii) Centralized collective bargaining 724 724 5.83 429 455 577 563
(iv) Hours regulations 568 6.00 800 400 400
(v) Mandated cost of worker dismissal 0.00
(vi) Conscription 0.00 0.00 0.00 0.00 0.00 0.00 0.00
C. Business regulations 483 343 303 226 201
(i) Administrative requirements 6.42 139 197 0.65 111
(if) Bureaucracy costs 6.15 373 182 0.00 0.00
(iii) Starting a business 6.27 6.40 6.39 523 333
(iv) Extra payments / bribes / favoritism 502 444 298 156 152
(v) Licensing restrictions 430 471 5.00 499
(vi) Cost of tax compliance 032 032 032 112 112
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Vietnam 1980 1990 2000

2005 2010 2015 2017
Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank)
Summary Ratings (Rank) 6.06 (102) 6.05 (124) 6.13 (122) 6.27 (119)

Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data)
1. Size of Government 7.02 5.90 5.63 6.80 6.70
A. Government consumption 9.38 (8.09) 917 (883) 9.08 (9.14) 9.26 (8.52) 9.20 (873)
B. Transfers and subsidies
C. Government enterprises and investment 6.00 (29.08) 4.00 (3348) 6.00 (29.81) 6.00 (29.81)
D. Top marginal tax rate 400 5.00 6.00 6.00
(i) Top marginal income tax rate 5.00 (40) 5.0 (36) 700 (35) 700 (35)
(ii) Top marginal income and payroll tax rate 3.00 (52) 500 (36) 500 (36) 500 (36)
E. State Ownership of Assets 0.00 353 466 443 443 595 5.60
2. Legal System and Property Rights 6.44 5.86 5.78 5.02 5.00
A. Judicial independence 413 433 419 418
B. Impartial courts 460 439 416 397
C. Protection of property rights 572 452 496 489
D. Military interference in rule of law and politics 5.00 5.00 5.00 5.00
E. Integrity of the legal system 6.67 6.67 6.67 6.67
F. Legal enforcement of contracts 590 6.36 651 569 569
G. Regulatory costs of the sale of real property 6.99 834 873 872 879
H. Reliability of police 5.88 6.96 527 554
I. Business costs of crime 6.00 585 6.12 6.09
Gender Disparity Adjustment 1.00 1.00 1.00 1.00 097 0.78 0.77
3. Sound Money 6.30 5.93 6.18 6.68
A. Money growth 6.96 (15.21) 7.95 (10.27) 802 (9.92) 812 (9.38) 825 (874)
B. Standard deviation of inflation 890 (2.76) 746 (6.35) 6.71 (8.22) 915 (212)
C. Inflation: most recent year 835 (827) 823 (856) 987 (063) 9.30 (352)
D. Freedom to own foreign currency bank accounts 0.00 0.00 0.00 0.00
4, Freedom to Trade Internationally 5.84 6.31 6.02 6.27
ATari s 818 580 125 6.53 756
(i) Revenue from trade taxes (% of trade sector) 818 (273) 816 (2.76) 849 (2.26) 912 (1.32) 912 (1.32)
(if) Mean tari rate 7.36 (13.2) 804 (98) 7.16 (14.2) 808 (9.6)
(iii) Standard deviation of tari rates 187 (20.33) 5.22 (11.96) 3.30 (16.76) 547 (11.33)
B. Regulatory trade barriers 817 553 577 524 528
(i) Non-tari - trade barriers 435 454 489 481
(ii) Compliance costs of importing and exporting 817 672 701 559 575
C. Black-market exchange rates 10.00 10.00 10.00 10.00
D. Controls of the movement of capital and people 205 222 231 224
(i) Foreign ownership / investment restrictions 554 535 538 518
(if) Capital controls 0.00 077 0.77 077
(iii) Freedom of foreigners to visit 0.60 055 0.77 0.77
5. Regulation 6.39 6.61 6.64 6.73
A. Credit market regulations 954 963 887 895
(i) Ownership of banks
(i) Private sector credit 9.09 9.26 775 791
(iii) Interest rate controls / negative real interest rates 10.00 10.00 1000 1000
B. Labor market regulations 538 550 531 526
(i) Hiring regulations and minimum wage 1000 723 777 71
(ii) Hiring and firing regulations 541 544 518 509
(iii) Centralized collective bargaining 6.24 779 6.39 6.19
(iv) Hours regulations 870 10.00 10.00 10.00
(v) Mandated cost of worker dismissal 193 252 252 252
(vi) Conscription 0.00 0.00 0.00 0.00
C. Business regulations 425 472 5.74 596
(i) Administrative requirements 230 285 373 366
(ii) Bureaucracy costs 398 591 556 6.44
(iii) Starting a business 789 814 848 918 939
(iv) Extra payments / bribes / favoritism 405 363 379 366
(v) Licensing restrictions 700 746 821 821
(vi) Cost of tax compliance 0.00 0.00 0.00 395 442
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1980 1990 2000 2005 2010 2015 2017
Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank)
Summary Ratings (Rank) 6.05 (124) 5.94 (128) 5.84 (140)
Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data) Rating (Data)
1. Size of Government 3.61 6.26 6.37 711
A. Government consumption 804 (1267) 826 (11.9) 10.00 (5.57)
B. Transfers and subsidies 7.77 (8.68) 9.02 (41) 9.02 (41)
C. Government enterprises and investment 2.00 (42.78) 4.00 (39.65) 2.00 (45.05) 4.00 (34.38)
D. Top marginal tax rate 9.00 9.00
(i) Top marginal income tax rate 1000 (15) 1000 (15)
(ii) Top marginal income and payroll tax rate 800 (27) 800 (27)
E. State Ownership of Assets 365 461 521 521 521 358 352
2. Legal System and Property Rights 341 3.02 3.16
A. Judicial independence 128 214 238
B. Impartial courts 182 271 263
C. Protection of property rights 387 335 310
D. Military interference in rule of law and politics 6.67 417 417
E. Integrity of the legal system 333 333 333
F. Legal enforcement of contracts 554 378 378
G. Regulatory costs of the sale of real property 839 9.05 9.05
H. Reliability of police 177 203 259
. Business costs of crime 522 275 321
Gender Disparity Adjustment 071 063 056 056 062 063 0.66
3. Sound Money 1.75 8.07 7.96
A. Money growth 837 (-815) 991 (0.47) 991 (0.47)
B. Standard deviation of inflation 4.85 (1289) 7.14 (714) 6.89 (7.79)
C. Inflation: most recent year 7.7 (11.17) 522 (2391) 506 (247)
D. Freedom to own foreign currency bank accounts 10.00 10.00 10.00
4. Freedom to Trade Internationally 7.08 6.78 5.93
ATari s 855 843 840
(i) Revenue from trade taxes (% of trade sector) 898 (1.53) 892 (1.62) 892 (1.62)
(if) Mean tari rate 850 (7.5) 848 (7.6)
(iii) Standard deviation of tari rates 812 (47) 787 (533) 781 (547)
B. Regulatory trade barriers 6.25 510 7.02
(i) Non-tari - trade barriers 6.17 444 404
(i) Compliance costs of importing and exporting 6.34 576 1000
C. Black-market exchange rates 10.00 10.00 480
D. Controls of the movement of capital and people 351 360 349
(i) Foreign ownership / investment restrictions 340 289 256
(if) Capital controls 6.92 6.92 6.92
(iii) Freedom of foreigners to visit 0.22 100 100
5. Regulation 5.77 5.43 5.04
A. Credit market regulations 6.56 5.00 5.00
(i) Ownership of banks
(iil Private sector credit 827 9.12 412 0.00 0.00
(iii) Interest rate controls / negative real interest rates 9.00 10.00 1000
B. Labor market regulations 550 6.58 6.12
(i) Hiring regulations and minimum wage 890 77 6.67
(ii) Hiring and firing regulations 561 407 310
(iii) Centralized collective bargaining 799 714 6.43
(iv) Hours regulations 800 800 800
(v) Mandated cost of worker dismissal 252 252 252
(vi) Conscription 0.00 10.00 10.00
C. Business regulations 5.26 470 399
(i) Administrative requirements 262 344 314
(if) Bureaucracy costs 212 0.00 0.00
(iii) Starting a business 874 784 7.46
(iv) Extra payments / bribes / favoritism 194 179 211
(v) Licensing restrictions 892 792
(vi) Cost of tax compliance 122 122 722
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Zambia

1980 1990 2000 2005 2010 2015 2017
Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank)
Summary Ratings (Rank) 4,65 (65) 297 (111) 6.70 (63) 6.63 (75) 7.28 (49) 6.79 (85) 6.84 (83)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

1. Size of Government 2.20 3.33 6.53 6.66 797 6.26 6.61
A. Government consumption 247 (31.6) 496 (23.14) 853 (11) 482 (236) 745 (14,66) 512 (22.58) 6.05 (19.42)
B. Transfers and subsidies 7.77 (87) 891 (45) 10.00 (0) 10.00 (0.4) 9.91 (0.83) 10.00 (0.04) 10.00 (0.22)
C. Government enterprises and investment 0.00 (77.1) 2.00 (46.2) 0.00 (62.6) 400 (31) 8,00 (15.35) 4,00 (31.44) 4,00 (31.44)
D. Top marginal tax rate 0.00 0.00 8.00 8.00 8.00 550 450
(i) Top marginal income tax rate 0.00 (70) 0.00 (75) 8.00 (30) 8.00 (30) 8.00 (30) 700 (35) 500 (38)
(if) Top marginal income and payroll tax rate 4.00 (43) 4,00 (45)
E. State Ownership of Assets 0.79 0.79 6.14 6.48 6.48 6.69 850
2. Legal System and Property Rights 6.09 3.70 5.62 5.24 5.70 5.57 5.22
A. Judicial independence 6.18 2.86 412 496 370
B. Impartial courts 486 500 498 477 367
C. Protection of property rights 540 460 323 6.05 523 5.80 548
D. Military interference in rule of law and politics 833 833 833 833 833
E. Integrity of the legal system 830 250 6.67 6.67 6.67 6.67 6.67
F. Legal enforcement of contracts 456 456 456 351 351
G. Regulatory costs of the sale of real property 549 552 652 590 596
H. Reliability of police 495 503 4,00 453
I. Business costs of crime 326 584 6.16 568
Gender Disparity Adjustment 1.00 1.00 1.00 1.00 1.00 1.00 098
3. Sound Money 6.26 0.59 715 8.11 8.87 8.72 8.80
A. Money growth 921 (395) 1.92 (40.4) 545 (22.73) 6.97 (15.14) 7.69 (11.56) 809 (9.57) 7.87 (10.65)
B. Standard deviation of inflation 818 (455) 043 (2392) 835 (4.11) 913 (217) 947 (1.32) 880 (3.01) 863 (342)
C. Inflation: most recent year 765 (11.76) 0.00 (106.39) 479 (26.03) 6.34 (18.32) 830 (85) 798 (101) 868 (6.56)
D. Freedom to own foreign currency bank accounts 0.00 0.00 10.00 10.00 10.00 10.00 10.00
4, Freedom to Trade Internationally 3.47 2.61 8.03 6.86 7.16 7.00 7.10
ATari s 840 584 6.22 6.97 121 594 583
(i) Revenue from trade taxes (% of trade sector) 840 (24) 6.80 (48) 511 (7.33) 782 (327) 867 (1.99) 913 (1.31) 899 (1.51)
(if) Mean tari rate 488 (25.6) 7.06 (14.7) 7.08 (14.6) 1.32 (134) 7.28 (136) 722 (139)
(iii) Standard deviation of tari rates 648 (88) 6.00 (10.01) 5.82 (1045) 140 (21.49) 127 (21.82)
B. Regulatory trade barriers 667 340 460 323 386
(i) Non-tari - trade barriers 507 622 586 528
(ii) Compliance costs of importing and exporting 667 172 298 061 243
C. Black-market exchange rates 0.00 0.00 10.00 10.00 10.00 10.00 10.00
D. Controls of the movement of capital and people 200 200 9.23 7.06 6.77 883 871
(i) Foreign ownership / investment restrictions 825 744 721 6.89
(ii) Capital controls 200 200 9.23 923 923 923 9.23
(iii) Freedom of foreigners to visit 370 365 10.00 10.00
5. Regulation 5.26 4.63 6.19 6.29 6.70 6.41 6.46
A. Credit market regulations 404 239 621 6.07 787 747 752
(i) Ownership of banks 200 200 5.00 5.00 5.00 5.00 5.00
(i) Private sector credit 613 5.18 5.62 522 962 741 755
(iii) Interest rate controls / negative real interest rates 400 0.00 8.00 8.00 9.00 1000 1000
B. Labor market regulations 617 692 634 565 572
(i) Hiring regulations and minimum wage 1000 1000 777 333 443
(ii) Hiring and firing regulations 517 816 575 552 474
(iii) Centralized collective bargaining 717 868 652 7.06 712
(iv) Hours regulations 470 470 800 800 800
(v) Mandated cost of worker dismissal 0.00 0.00 0.00 0.00 0.00
(vi) Conscription 10.00 10.00 10.00 10.00 10.00 10.00 10.00
C. Business regulations 5.86 589 6.12 6.15
(i) Administrative requirements 531 466 447 439
(ii) Bureaucracy costs 553 485 356 400
(iii) Starting a business 854 856 9.14 937 938
(iv) Extra payments / bribes / favoritism 290 409 358 314
(v) Licensing restrictions 435 408 783 783
(vi) Cost of tax compliance 852 852 852 792 816
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1980 1990 2000 2005 2010 2015 2017
Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank) Rating (Rank)
Summary Ratings (Rank) 4.38 (75) 4.87 (78) 4.42 (120) 2.87 (141) 4.36 (151) 6.13 (122) 5.69 (145)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data)

Rating (Data) Rating (Data)

1. Size of Government 6.29 5.23 5.37 4.29 6.51 6.40 5.49
A. Government consumption 556 (21.1) 4.84 (2356) 365 (27.6) 760 (14.15) 748 (1458) 6.64 (17.42) 546 (21.43)
B. Transfers and subsidies 703 (11.4) 845 (6.2) 7.75 (877) 7.75 (877) 9.84 (1.07) 940 (2.72) 9.33 (2.96)
C. Government enterprises and investment 1000 (127) 800 (186) 10.00 (6.2) 0.00 (100) 7.00 (23.69) 8.00 (15.45) 6.00 (25.58)
D. Top marginal tax rate 5.00 100 2.00 300 450 400 400
(i) Top marginal income tax rate 5.00 (45) 100 (60) 2.00 (53.2) 3.00 (46) 5.00 (36) 4.00 (52) 4.00 (52)
(ii) Top marginal income and payroll tax rate 100 (60) 2.00 (532) 3.00 (46) 400 (42) 4.00 (52) 4.00 (52)
E. State Ownership of Assets 385 385 343 311 375 398 267
2. Legal System and Property Rights 1.49 3.70 4,99 3.49 3.83 3.82 4,05
A. Judicial independence 6.18 110 273 319 326
B. Impartial courts 735 214 332 341 337
C. Protection of property rights 340 460 323 144 224 264 260
D. Military interference in rule of law and politics 5.00 5.00 333 333 333
E. Integrity of the legal system 170 330 333 5.00 5.00 5.00 5.00
F. Legal enforcement of contracts 543 543 237 237 237
G. Regulatory costs of the sale of real property 443 443 6.78 6.82 6.82
H. Reliability of police 301 304 417 400
. Business costs of crime 384 6.26 631 572
Gender Disparity Adjustment 000 086 1.00 1.00 0.96 085 1.00
3. Sound Money 6.35 5.67 2.89 0.00 197 8.18 8.42
A. Money growth 796 (10.19) 724 (1379) 392 (30.39) 0.00 (224.09) 000 (292.4) 937 (315) 937 (315)
B. Standard deviation of inflation 875 (313) 838 (4.05) 264 (1839) 0.00 (140.78) 0.00 (10799.6) 883 (292) 948 (1.29)
C. Inflation: most recent year 869 (657) 7.05 (1475) 0.00 (55.86) 0.00 (302.12) 7.89 (10.56) 952 (-24) 982 (0.91)
D. Freedom to own foreign currency bank accounts 0.00 0.00 5.00 0.00 0.00 5.00 5.00
4. Freedom to Trade Internationally 3.48 4.90 3.17 237 491 5.68 3.75
ATari s 843 571 456 392 367 495 479
(i) Revenue from trade taxes (% of trade sector) 887 (17) 387 (92) 511 (7.33) 511 (7.33) 491 (7.63) 6.19 (571) 6.19 (571)
(if) Mean tari rate 800 (10) 798 (101) 572 (214) 6.66 (16.7) 6.10 (195) 6.64 (16.8) 6.56 (17.2)
(iii) Standard deviation of tari rates 528 (11.8) 284 (179) 0.00 (71.68) 0.00 (68.06) 2.00 (19.99) 161 (2098)
B. Regulatory trade barriers 561 315 350 366 309
(i) Non-tari - trade barriers 522 468 584 563 485
(i) Compliance costs of importing and exporting 6.00 162 116 169 133
C. Black-market exchange rates 0.00 700 0.00 0.00 10.00 10.00 300
D. Controls of the movement of capital and people 200 2,00 250 240 246 411 412
(i) Foreign ownership / investment restrictions 5.00 400 417 349 351
(ii) Capital controls 2.00 2.00 0.00 0.00 0.00 0.00 0.00
(iii) Freedom of foreigners to visit 320 321 885 885
5. Regulation 4.28 4.87 5.66 4.23 4.60 6.56 6.73
A. Credit market regulations 445 6.11 742 411 479 933 9.10
(i) Ownership of banks 200 2.00 8.00 8.00 8.00 8.00 8.00
(il Private sector credit 536 832 6.26 433 6.37 1000 931
(iii) Interest rate controls / negative real interest rates 6.00 800 800 0.00 0.00 1000 1000
B. Labor market regulations 363 4.06 505 505 6.05 6.12
(i) Hiring regulations and minimum wage 352 890 6.67 6.67 6.67
(ii) Hiring and firing regulations 342 157 259 317 223 279
(iii) Centralized collective bargaining 449 245 282 248 313 303
(iv) Hours regulations 6.85 6.00 800 800 800
(v) Mandated cost of worker dismissal 0.00 0.00 0.00 6.26 6.26
(vi) Conscription 1.00 300 10.00 10.00 10.00 10.00 10.00
C. Business regulations 551 351 396 430 496
(i) Administrative requirements 510 199 352 226 192
(if) Bureaucracy costs 7.05 337 288 067 267
(iii) Starting a business 373 359 555 583 781
(iv) Extra payments / bribes / favoritism 409 455 455 276 261
(v) Licensing restrictions 0.00 0.00 6.99 749
(vi) Cost of tax compliance 758 758 729 729 729
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Chapter 3
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Citation

Economic Freedom of the World in the
1950s and 1960s

Robert Lawson and Ryan Murphy

The Fraser Institute’s first edition of the index published in Economic Freedom of
the World (EFW index) (Gwartney, Lawson, and Block, 1996) was based on 17
components and provided an index in five-year intervals from 1975 to 1995 for 102
economies. As new editions of the EFW index emerged, the index was expanded
in every dimension. The 2018 report (Gwartney, Lawson, Hall, and Murphy, 2018)
used 42 component variables to create an index for up to 162 economies with data
from 1970 to 2000 in five-year intervals and annually from 2000 to 2016.

Murphy and Lawson (2018) presented a first attempt to extend the EFW index
to 1950. This index was based on eight variables for up to 95 economies. This chap-
ter represents a updated and revised attempt to push the index backward in time
to 1950. Our new estimates use data corresponding to the size of government,
the quality of the legal system and property rights, sound money, and freedom to
trade internationally. In comparison to the standard dataset of Economic Freedom
of the World, we are only missing data on the regulation area. Using this methodol-
ogy, we are now able to provide estimates for 111 countries in 1950, 113 countries
in 1955, 116 countries in 1960, and 118 in 1965.

A significant contribution to this project was data found in the V-Dem
Dataset - Version 8, which contains a truly impressive quantity of data on vari-
ous aspects of 201 countries’ institutional environment over an extended time
period (Coppedge et al., 2018; Pemstein et al., 2018). While the purpose of the
Varieties of Democracy project is to measure democracy and political institu-
tions, the scope of the project is so large that it publishes several variables that
also reflect dimensions of economic freedom. For all variables from V-Dem we
will use, data were previously transformed into a z-score. To the z-scores, we set a
minimal value of —2.5 to zero, and a maximal value of 2.5 to 10. Values in between
are linearly mapped to points zero to ten, and values outside the [-2.5, 2.5] inter-
val are set to 0 and 10, respectively.!

We are actually able to score more countries in this chapter than in the primary EFW index
because of the availability of these V-Dem data. We are investigating how and when to best
incorporate these data into the primary EFW index in the future.

Robert Lawson and Ryan Murphy (2019). Economic Freedom of the World in the 1950s and
1960s. In James Gwartney, Robert Lawson, Joshua Hall, and Ryan Murphy, eds., Economic
Freedom of the World: 2019 Edition (Fraser Institute, 2019): 189-198.
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2
3

4

EFW?®%-€ Area 1: Size of Government

For the size of government, we identified that Component 1A, Government con-
sumption (as a percentage of consumption), and Component 1E, State owner-
ship of assets (new to the 2019 edition of Economic Freedom of the World) as each
possessing rich enough data for the period in question. For Component 1A, we
used three data sources: World Development Indicators, the Penn World Table, and
Summers and Heston (1984). We translated these values to the zero-to-ten scale
as we would data prepared for the main EFW index, and averaged whichever data
we had for the country and year. Data on Component 1E, Government capital
share (inclusive of the value of government land holdings) is found in the Civil
Liberty section of the V-Dem data under the label “State Ownership of Economy”.
Components 1A and 1E are averaged together to create Area 1, Size of government.

EFW?®%-% Area 2: Legal System and Property Rights

Area 2 contains up to six measures, plus the same gender adjustment now used
in the primary EFW index. The first is a measure of judicial independence from
Linzer and Staton (2015); this serves the function of Component 2A of EFW. As
the raw Linzer and Staton measure runs from zero to one, simply multiplying by
ten yields a number comparable to the rest of the index. Through V-Dem, various
data were pulled to create measures of impartial courts (EFW 2B),” protection
of property rights (EFW 2C),? and integrity of the legal system (EFW 2E),* plus
an additional measure of judicial independence.® Finally, a measure, “Rigorous
and Impartial Public Administration”, which does not have a direct analogue in
EFW Area 2, was also included. The average of these six pieces of data was then
adjusted using the earliest gender-adjustment value from EFW to create a score
for Area 2 on the quality of the legal system and property rights.

Area 3: Sound Money

The third area is constructed using the average inflation rate, the standard devia-
tion of inflation, and foreign currency restrictions. The average inflation rate and
standard deviation of inflation both reflect the five previous years’ worth of infla-
tion data, with inflation data using a consumer price index from International
Financial Statistics. The manner in which these data have been scored are identi-
cal to how inflation and the standard deviation of inflation are scored in the main
EFW index. Data on restrictions on foreign currency originate from various issues
of Pick’s Currency Yearbook. The regulations measured are, “Free Ownership of
Currency with Country” and “Bank Balances Abroad,” and, analogously to EFW
component 3D, a zero is assigned if both are regulated, a 5 is assigned if one is
regulated, and a 10 is assigned if neither are regulated. The three Area 3 measures
are then averaged to construct the final Area 3 rating.

This was measured using V-Dem’s “Corrupt Judicial Decision.”
This was measured using V-Dem’s “Property Rights for Men”. The reason for using this instead
of both this data and “Property Rights for Women” is that it would involving performing the

gender adjustment twice.

>« » o«

This was measured using V-Dem’s “Judicial Accountability”, “Government Compliance with

High Court”, “Compliance with Other Judiciary”, and “Judicial Review” data.

>«

The additional measure of judicial independence was measured using V-Dem’s “Judicial Purges,”

>

» « » «

“Government Attacks on the Judiciary,” “Court Packing,” “Corrupt Judicial Decisions,” “High

Court Independence,” and “Low Court Independence.”

Fraser Institute ©2019 ® fraserinstitute.org/economic-freedom



Chapter 3: Economic Freedom of the World in the 1950s and 1960s « 191

Area 4: Freedom to Trade Internationally

The trade area uses three pieces of data: trade openness, import duties, and capi-
tal controls. Trade openness originates from an historical series from Warner and
Sachs (1995); a 10 is assigned if the country is open and a zero is assigned if the
country is closed. “Import Duties” reflects import duties as a percentage of imports
from Clemens and Williamson (2004). A 10 is assigned if this number is zero and a
zero is assigned if the number is 30% or more. Values falling between are linearly
mapped between zero and 10. Finally, two measures of capital controls, both also
from Pick’s Currency Guide, “Free Ownership of Foreign Securities” and “Free
Export of National Currency” were used, with a zero assigned if neither condition
held, a 5 assigned if one condition held, and a 10 assigned both conditions held.
The three measures for Area 4 are then averaged to construct the rating for Area 4.

Finally, overlapping data from 1970 to 1980 was used to splice this methodol-
ogy with the current methodology and to place them on the same scale as the
primary EFW index. As such, these 1950-1965 data can be combined with the
primary EFW index data. Table 3.1 shows the variables used in the construction
of the index, with data on Denmark and the USSR in 1960 provided as examples.
Table 3.2 shows the final index score for all the economies we were able to score
between 1950 and 1965.

The highest-rated economy during the 1950-1965 period was Hong Kong, with
an average score of 7.80. The next highest rated nations were (averages in parenthe-
sis): Switzerland (7.47), United States (7.36), Mauritius (7.31), and Canada (7.31).

Table 3.1: Components of the Economic Freedom Index®°-5°, with
two examples
Denmark (1960) Russia (1960)

Economic Freedom Summary, Spliced 7.08 318
Economic Freedom Summary, Raw 773 1.09
Area 1%9-%0; Size of Government 6.44 0.00
Government Consumption 611 N/A
Government Capital Share 6.78 0.00
Area 250-60; | egal System 9.09 327
Judicial Independence (Linzer and Staton, 2015) 8.69 2.58
Judicial Independence (V-Dem Dataset) 919 4.07
Impartial Courts 10.00 8.28
Protection of Property Rights 7.25 117
Integrity of Legal System 941 113
Impartial Public Administration 10.00 243
Gender Adjustment 1.00 1.00
Area 3%-6%: Sound Money 7.89 N/A
Average Inflation 9.50 N/A
Standard Deviation of Inflation 9.16 N/A
Restrictions on Foreign Currency 500 0.00
Area 4%9-%%; Freedom to Trade Internationally 750 0.00
Trade Openness 10.00 0.00
Import Duties N/A N/A
Capital Controls 500 0.00
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Table 3.2: Economic Freedom of the World scores, 1950, 1955, 1960, and 1965

1950 1955 1960 1965 1950 1955 1960 1965
Albania 3.16 313 3.15 3.15 Denmark 6.17 6.04 7.08 6.81
Algeria 316 312 337 3.62 Dominican Republic 478 551 531 540
Angola 344 344 4.07 3.98 Ecuador 6.43 6.42 6.47 6.57
Argentina 530 528 578 5.68 Egypt 551 4.73 4.66 4.52
Armenia El Salvador 6.65 6.40 6.56 530
Australia 6.47 6.17 6.67 7.39 Estonia
Austria 562 544 6.65 6.63 Eswatini
Azerbaijan Ethiopia 4,05 4.65 4,57 4,08
Bahamas Fiji
Bahrain Finland 6.07 591 6.65 7.01
Bangladesh France 6.17 575 6.01 6.10
Barbados Gabon 355 355 4,08 503
Belgium 6.02 6.31 7.32 7.28 Gambia, The 467 467 453 558
Belize Georgia
Benin 341 341 381 3.88 Germany 6.46 6.11 746 747
Bhutan Ghana 3.80 452 497 412
Bolivia 513 4.66 570 6.25 Greece 520 549 596 596
Bosnia and Herzegovina Guatemala 6.51 6.53 6.70 5.64
Botswana 4.06 4.06 4.56 4.34 Guinea 335 3.36 3.88 3.69
Brazil 510 494 557 549 Guinea-Bissau 3.23 323 379 370
Brunei Darussalam Guyana 512 492 506 4.99
Bulgaria 3.27 331 331 331 Haiti 441 5.86 5.64 5.65
Burkina Faso 4.26 4.26 533 528 Honduras 7.10 6.67 6.63 6.18
Burundi 3.07 3.08 410 449 Hong Kong 7.85 7.75
Cambodia Hungary 317 3.27 3.34 3.36
Cameroon 4.08 592 Iceland 6.73 6.57 6.97 6.83
Canada 6.68 7.45 757 7.54 India 5.97 530 575 5.49
Cape Verde Indonesia 4,05 442 449 4,66
Central African Republic  4.73 473 411 401 Iran 534 491 4.90 537
Chad 495 495 455 454 Ireland 6.21 5.85 5.90 6.02
Chile 557 520 593 5.89 Israel 511 481 531 533
China 3.05 3.77 3.56 3.67 Italy 641 550 6.13 6.34
Colombia 563 510 6.29 6.15 Jamaica 437 5.87 5.86 7.35
Congo, Democratic Rep. 377 3.79 4.04 458 Japan 6.12 6.15 6.27 6.55
Congo, Republic of 375 3.756 4.27 4,07 Jordan 4,05 391 3.88 494
Costa Rica 595 7.14 712 6.65 Kazakhstan
Cote d'Ivoire 3.58 358 425 5.00 Kenya 431 419 5.66 5.65
Croatia Korea, South 4.20 467 502 525
Cyprus 6.02 6.34 6.19 5.68 Kuwait
Czech Republic 309 3.20 324 324 Kyrgyz Republic
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1950 1955 1960 1965 1950 1955 1960 1965
Latvia Russia 304 3.16 318 3.19
Lebanon 6.19 6.19 6.26 Rwanda 322 3.22 4,03 4.06
Lesotho Saudi Arabia 563
Libya 479 Senegal 335 335 4,07 411
Lithuania Serbia
Luxembourg 6.17 6.35 7.77 7.74 Seychelles
Madagascar 4,03 4,03 447 527 Sierra Leone 373 3.77 515 529
Malawi 3.39 4.00 391 4.30 Singapore 6.58 6.58 749 7.61
Malaysia 6.94 6.04 6.33 6.04 Slovak Rep
Mali 349 349 4.22 4.08 Slovenia
Malta 5.68 577 South Africa 443 492 525 517
Mauritania 3.47 3.47 3.46 3.63 Spain 5.20 5.02 574 5.89
Mauritius 7.37 7.38 7.09 7.40 Sri Lanka 7.22 598 522 511
Mexico 578 599 6.00 6.30 Suriname 6.84 570 575
Moldova Sweden 6.84 6.22 6.81 6.76
Mongolia Switzerland 741 749 752 745
Montenegro Syria 576 6.49 6.38 534
Morocco 4.85 4.83 6.51 500 Taiwan 342 4,05 4.95 598
Mozambique 370 370 414 412 Tajikistan
Myanmar 536 502 491 3.94 Tanzania 3.69 4.29 3.96 410
Namibia Thailand 554 578 575 575
Nepal 294 3.23 399 570 Timor-Leste
Netherlands 5.87 6.17 6.77 6.80 Togo 3.27 3.27 456 475
New Zealand 6.36 578 5.86 583 Trinidad and Tobago 538 6.01 6.05 595
Nicaragua 589 546 560 4.68 Tunisia 3.36 3.36 4.66 4,06
Niger 3.55 3.56 3.99 5.07 Turkey 515 5.00 4.89 535
Nigeria 446 5.20 553 478 Uganda 429 440 4.85 445
North Macedonia Ukraine
Norway 6.76 591 6.58 6.60 United Arab Emirates
Oman United Kingdom 576 6.30 6.50 6.49
Pakistan 4.88 4.64 5.04 526 United States 759 6.77 7.56 753
Panama 6.65 6.73 6.74 6.82 Uruguay 593 6.58 6.26 6.01
Papua New Guinea 572 572 496 4.84 Venezuela 6.30 6.07 6.36 6.51
Paraguay 355 4.86 565 572 Vietham
Peru 6.29 6.65 6.93 6.69 Yemen, Republic 563 565 5,68 587
Philippines 6.12 543 527 6.21 Zambia 4.07 519 510 4.80
Poland 421 424 438 4.38 Zimbabwe 3.83 478 442 427
Portugal 6.02 6.39 6.64 6.59
Qatar
Romania 314 315 3.76 347
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Unsurprisingly, the bottom of the list during this period was dominated by
Communist nations: [Soviet] Russia (3.14), Albania (3.15), Czech/Slovakia (3.19),
Hungary (3.29), and Bulgaria (3.30). Maoist China (3.51) was 10® from the bot-
tom. It is worth noting that these new ratings, when combined with the regular
EFW index, will allow scholars to get a more accurate picture of the evolution and
eventual break-up of the Soviet Union and the ensuing transitions to more market-
oriented economies in the 1990s.

Aswith any aggregate index, there are likely to be some anomalies, and we invite
readers to react to these scores. For example, it is curious to see China score higher
than many other Communist nations in 1960 during the height of the Great Leap
Forward. Syria scores about on par with the United Kingdom in 1960. Perhaps we
forget how advanced Syria was (or how socialist the United Kingdom became) in
the 1960s, or perhaps the numbers are misleading? The point is that these numbers,
like all numbers, are often the starting point for a conversation, not the end point.

There appears to be only a modest upward drift in the average ratings of the
EFW index of 0.43 points from 1950 to 1965 for the 111 economies with data in all
years (1950 = 4.96; 1955 = 5.01; 1960 = 5.36; 1965 = 5.39; see ﬁgure 3.1). For ref-
erence, during the era of rapid liberalization in the 1980s and 1990s, the average
EFW index score increased by nearly 1.5 points.®

The patterns we see in the period from 1950 to 1965 look very similar to those
we have identified in later periods using the primary EFW index. For instance, the
average income level among the top quartile of nations is almost six times greater
than the income level among the bottom quartile ($9,976 compared to $1,793).
Similarly, life expectancy is considerably longer in the most-free quartile compared
to the least-free quartile (66 years compared to 48 years). Finally, we also find that
countries that score higher in economic freedom tend to be more democratic as
measured by Freedom House’s measure of political rights and civil liberties.”

To put these numbers in a broader context, consider figure 3.1, which shows
the world average from 1950 to 2015. Economic freedom improved in the post-war
era for the world overall, even as various countries engaged in experiments with
socialism and the expansion of the welfare state. It was the years following 1970
that saw declines, in conjunction with the many inflations the world experienced
in the period. Economic freedom then rapidly increased from 1985 to 2000, and
has seen modest increases since then. Average economic freedom worldwide in
1950 was 4.96, and in 2015 it was 6.81.

In 1965, the average of the seven Eastern Bloc countries for which sufficient
data is available is 3.44. At the same time, the average of the 21 countries who
were members of the OECD was 6.70. The 19 Latin American countries averaged
5.98, while the 35 countries in Sub-Saharan Africa averaged 4.62. The twelve
MENA countries for which data is available averaged 5.06, and the ten coun-
tries in East Asia or Southeast Asia averaged 5.95. These high-level aggregates fit
well with historical narratives from this period, and when compared to today’s
economic freedom scores, are indicative of the progress that has been made in
worldwide institutional quality.

6 Based on the EFW panel data set from the 2018 annual report (Gwartney, Lawson, Hall, and
Murphy, 2018).

7 1972 is the first year with available data from Freedom House. Note, higher Freedom House
scores indicate fewer political rights and civil liberties.

Fraser Institute ©2019 ® fraserinstitute.org/economic-freedom



EFW index

Chapter 3: Economic Freedom of the World in the 1950s and 1960s « 195

Figure 3.1: Worldwide average on EFW index, 1950-2015

Data for the 111
_ _ economies with

data in all years,

1950-1965

The end of the colonial era

The historical period in question also covers the end of the colonial era, which
invites a question about the nature of the economic freedom index: Whose eco-
nomic freedom is being measured? Are we examining the freedom of the colonial
settlers and rulers or the native inhabitants or both? To a large extent, the ques-
tion is rendered moot by the public-good, in the narrow and technical sense of
that term, nature of government policies. The use of collective choice over fiscal
resources, trade policy, monetary policy, and so on apply naturally to all resi-
dents more or less equally. This is obviously less so with property rights, the rule
of law, and some regulations, the effects of which can and do vary among people
within the nation. In these instances, we have great confidence that the V-Dem
data, which is our primary source for these sorts of variables, are capturing the
situation not just for the colonialists but also the natives.

Another question: Did countries that gained independence see an increase or
decrease in economic freedom? Table 3.3 tabulates 40 cases of colonies that gained
their independence from 1950 to 1974, showing what their economic freedom rat-
ing was at during or right before independence and their economic freedom in
two periods following it. For instance, for a country that gained its independence
in 1962, the first number corresponds to 1960, the second corresponds to 1965,
and the third corresponds to 1970.°

There is considerable variation across these countries in how their economic
freedom changed following their date of independence, which should not be
unexpected given the tumult of the era. The overall average of each of the three
periods shows a modest increase in economic freedom following the beginning
of independence, from 4.74 to 4.93 to 4.82. However, given the broad differences
across countries in how economic freedom responded to independence, these
increases cannot be read as statistically meaningful.

8 For the sake of consistency, the methodology from the spliced index, not the preferred data
from Economic Freedom of the World, was used for 1970 to 1980. This is the same overlapping
data used to splice the indexes together.
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Table 3.3: Pre- and post-colonial economic freedom, countries gaining independence, 1950-
1974 (spliced data)

Year of Economic freedom Economic freedom Economic freedom in
independence in year of, or before, in period following second period following
independence independence independence
Algeria 1962 3.37 3.62 391
Benin 1960 381 3.88 4.05
Botswana 1966 434 4.80 5.64
Burkina Faso 1960 533 528 491
Burundi 1962 410 4.49 524
Central African Republic 1960 411 401 390
Chad 1960 455 454 441
Congo, Democratic Rep. 1960 4.04 458 3.83
Congo, Republic of 1960 4.27 4.07 4.42
Cote d'lvoire 1960 425 5.00 499
Cyprus 1960 6.19 5.68 5.86
Fiji 1970 6.75 6.54 6.49
Gabon 1960 4,08 5.03 4.45
Gambia, The 1965 558 556 5.49
Ghana 1957 452 497 412
Guinea 1958 3.36 3.88 3.69
Guinea-Bissau 1974 362 344 327
Guyana 1966 499 515 510
Jamaica 1962 5.86 735 6.81
Kenya 1963 5.66 5.65 493
Madagascar 1960 447 527 531
Malawi 1964 391 430 426
Malaysia 1957 6.04 6.33 6.04
Mali 1960 422 4.08 417
Mauritania 1960 346 363 371
Mauritius 1968 7.40 7.01 6.69
Morocco 1955 4.83 6.51 5.00
Niger 1960 399 5.07 442
Nigeria 1960 553 478 446
Rwanda 1962 4.03 4.06 519
Senegal 1960 4,07 411 457
Sierra Leone 1961 515 529 5.07
Singapore 1965 761 6.02 6.69
Tanzania 1961 3.96 410 413
Togo 1960 456 475 494
Trinidad & Tobago 1962 6.05 595 583
Tunisia 1956 336 4,66 4.06
Uganda 1962 4.85 4.45 3.98
Zambia 1964 510 4.80 4.46
Zimbabwe 1965 427 452 443
Average 472 493 482
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It may be surprising to some that going from an authoritarian, external ruler to
amore democratic, domestic ruler did not yield great improvements in economic
freedom. While democratic rule certainly correlates with greater economic free-
dom across the globe (and we believe this correlation is causal), it is a mistake to
equate democracy with economic freedom, and these results highlight this fact.
Beyond this, we are exceedingly reluctant, in light of our own lack of knowledge
of these countries’ histories, to speculate further about the colonial and immedi-
ate post-colonial period.

Table 3.4 reports data for income, life expectancy, and political rights/civil lib-
erties for countries along the EFW-index distribution during the period from 1950
t0 1972.° As is customary in Chapter 1 of recent editions of Economic Freedom of
the World, we organized the nations on the list into four quartiles from most free
to least free.

Table 3.4: Simple correlations between the EFW index and country
characteristics

EFW Index, Real GDP per capita, Life expectancy at  Political Rights and

Average 1950-1965 1965 (US$2011)L birth, 1965 (years)2  Civil Liberties, 1972
Least-Free Quartile $1,793 48.2 6.3
Third Quartile $2,332 48,0 50
Second Quartile $5311 59.3 35
Most-Free Quartile $9,976 66.0 24

Sources: [1] Penn World Tables; [2] World Development Indicators; [3] Freedom House.

Conclusion

This chapter presents an EFW index with updated ratings for many nations
between 1950 and 1965. Making use of the new Varieties of Democracy (V-Dem)
data, the index was designed in a manner that should allow it ultimately to be com-
bined with the main EFW index that currently begins with data in 1970. In order
to implement this plan, we will need to integrate the V-Dem data more completely
into the main EFW index in coming years. In addition to pushing the main EFW
data backward in time to 1950, we think we may soon have the capacity to update
the index to present annual data from 1950 to 2000.

The caveat we use in Chapter 1 is worth repeating here: “Many of the relationships illustrated
in the exhibits reflect the impact of economic freedom as it works through increasing eco-
nomic growth. In other cases, the observed relationships may reflect the fact that some of the
variables that influence economic freedom may also influence factors like trust, honesty in
government, and protection of civil liberties. Thus, we are not necessarily arguing that there
is a direct causal relation between economic freedom and the variables considered below. In
other words, these graphics are no substitute for real, scholarly investigation that controls for
other factors. Nonetheless, we believe that the graphs provide some insights about the contrast
between the nature and characteristics of market-oriented economies and those dominated by
government regulation and planning. At the very least, these figures suggest potential fruitful
areas for future research.”
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Introduction

Although the idea that entrepreneurship promotes innovation and economic
development is evident in the seminal writings of Adam Smith (1776) and Joseph
Schumpeter (1934, 1942), it is not until relatively recently that policy makers and
scholars around the world have started to recognize entrepreneurs as critical
drivers of economic progress. Entrepreneurs contribute to social and economic
progress by experimenting with new combinations of heterogeneous resources
(Bjornskov and Foss, 2012), introducing innovations, encouraging social change,
generating competition, and enhancing rivalry in the economy (Carree and
Thurik, 2003; Wennekers and Thurik, 1999). To governments eager to smooth the
path to economic growth and job creation, public policy is increasingly viewed
as a mechanism to encourage entrepreneurship and innovation (Acs, Astebro,
Audretsch, and Robinson, 2016; Brown, Mawson, and Mason, 2017; Cumming,
Johan, and Zhang, 2018). Governments around the world have adopted a wide
range of policy schemes to encourage entrepreneurial activity, many of which
involve government interventions in the market process that often come at the
expense of economic freedom.

Such interventions are often justified by assuming that market failures inhibit
individuals from launching innovative start-ups, resulting in a suboptimal quan-
tity of entrepreneurs and spillover-generating innovations (Acs et al., 2016;
Colombo, Cumming, and Vismara, 2016). While there is considerable debate over
policies aimed at fostering entrepreneurship, these discussions primarily focus
on whether interventionist policies should aim to increase the quantity or qual-
ity of entrepreneurship. In other words, should taxpayers’ resources be redistrib-
uted to induce a greater number of business start-ups or to encourage innovative,
high-growth start-ups (Block, Fisch, and van Praag, 2018; Colombelli, Krafft, and
Vivarelli, 2016; Shane, 2009)? Advocates for the latter often point out that most
new businesses create very few jobs, but a small number of young, high-growth
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firms are responsible for a disproportionately large share of wealth and job cre-
ation (Astebro and Tag, 2017; Decker, Haltiwanger, Jarmin, and Miranda, 2014;
Haltiwanger, Jarmin, and Miranda, 2013; Henrekson and Johansson, 2010;
Neumark, Wall, and Zhang, 2011). Shane, for instance, suggests that policy mak-
ers should “[s]top subsidizing the formation of the typical start-up and focus on
the subset of businesses with growth potential. Getting economic growth and
jobs creation from entrepreneurs is not a numbers game. It is about encouraging
high quality, high growth companies to be founded” (2009: 145).

Such calls for policy makers to redistribute taxpayers’ resources towards the
encouragement of high-growth start-ups assume that government officials have
the ability to identify high-growth firms when they are nascent start-ups—long
before they become high-growth ventures (Shane, 2009). They also assume that
government officials have the correct incentives to allocate resources towards
start-ups with the best potential to become high-growth firms, rather than those
with the best political connections (Lerner, 2009; Stigler, 1971; Tullock, 1967).
These are non-trivial assumptions that may not hold in practice because they
implicitly assume a view of government as an omniscient, benevolent dictator,
ignoring the possibility that those in government may not have the information
or incentives to implement the desired policies (Holcombe, 2013).

Interventionist entrepreneurship policies also have the potential to result
in the allocation of resources and entrepreneurial effort towards less econom-
ically productive activities (Baumol, 1990; Sobel, 2008), distorting the decen-
tralized spontaneous functioning of the dynamic market-selection process that
enables entrepreneurs to reallocate resources from less to more productive uses
(Barnatchez and Lester, 2017; Bennett, 2019; Decker, Haltiwanger, Jarmin, and
Miranda, 2014). This process requires market-supporting institutions and policies
that are consistent with the principles of economic freedom, including personal
choice, voluntary exchange, the protection of person and property, and the free-
dom to enter and compete in markets (Gwartney and Lawson, 2003).

Indeed a growing body of research provides empirical evidence that more
economically free countries encourage more entrepreneurial activity (Bjornskov
and Foss, 2012; Boudreaux and Nikolaev, 2018; Nikolaev, Boudreaux, and Palich,
2018). Similarly, there is growing evidence that subnational economic free-
dom is associated with entrepreneurial activity across US states (Bennett, 2018;
Campbell and Rogers, 2007; Gohmann, Hobbs, and McCrickard, 2008; Kreft and
Sobel, 2005; Sobel, 2008; Tuszynski and Stansel, 2018) and US cities (Bennett,
2019; Bologna, 2014; Wagner and Bologna Pavlik, 2019). There is even research
showing that entrepreneurial activity is higher in the more economically liberal
subnational regions of the former centrally planned economies of China (Chang
and Wu, 2014; Park, Li, and Tse, 2006) and Vietnam (Tran, 2018). Combined
with a large number of studies showing that economic freedom is a robust deter-
minant of economic growth (De Haan, Lundstrém, and Sturm, 2006; Gwartney,
Holcombe, and Lawson, 2006; Murphy and O’Reilly, 2018) and development
(Bennett, Faria, Gwartney, and Morales, 2017; Faria, Montesinos-Yufa, Morales,
and Navarro, 2016), this suggests that pursuing policies consistent with the prin-
ciples of economic freedom is a sustainable framework for encouraging entre-
preneurship and economic growth that avoids the necessity for policy makers to
intervene in, and potentially distort, the market process.
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In the rest of this chapter, we first provide a more thorough discussion of inter-
ventionist entrepreneurship policy and its potential problems. We then review
the existing country-level evidence on the relationship between economic free-
dom and entrepreneurship. In the penultimate section, we present some new
cross-country evidence that economic freedom is associated with more innova-
tive entrepreneurship. Finally, we offer concluding remarks.

Government intervention as entrepreneurship policy—some problems
Eager to encourage entrepreneurship as a means to create jobs and foster eco-
nomic growth, policy makers around the world have implemented a variety of
public policies to assist in this endeavor (Acs, Astebro, Audretsch, and Robinson,
2016). Public policies designed to encourage more people to start businesses
are widely popular because of the early empirical finding that small and young
businesses are the driving force of job creation in the US economy (Birch, 1979,
1981). Subsequent research has further examined the link between small business
and job creation. Although some evidence supports this relationship (Acs and
Audretsch, 1990; Birch, 1987; Kirchhoff and Phillips, 1988; Thurik, 2009), a grow-
ing body of evidence suggests that most new businesses create very few jobs, if any
at all (Astebro and Tig, 2017; Fotopoulos and Storey, 2018; Shane, 2009; Van Stel
and Storey, 2004). Rather, it is a very small number of rapidly growing firms, most
of which are young—the so-called “gazelles”—that account for a disproportion-
ately large share of job creation (Acs and Mueller, 2007; Coad, Daunfeldt, Holzl,
Johansson, and Nightingale, 2014; Decker, Haltiwanger, Jarmin, and Miranda,
2014; Haltiwanger, Jarmin, and Miranda, 2013; Henrekson and Johansson, 2010;
Neumark, Wall, and Zhang, 2011).

Evidence suggestive that new job creation is largely attributable to a small
number of gazelles has led to calls for policy makers to abandon policies that
encourage a greater number of entrepreneurs to start businesses in favor of poli-
cies that intend to promote high-growth entrepreneurship (Brown, Mawson, and
Mason, 2017; Lerner, 2010; Mason and Brown, 2013). Shane, for instance, sug-
gests that the taxpayers’ resources be reallocated from “programs that support
generic entrepreneurship efforts” to programs that “support high growth com-
panies” (2009: 147). While it is beyond the scope of this chapter to describe all
mechanisms and policy schemes adopted by governments to induce entrepre-
neurship, broadly speaking, such policies represent interventions in the market
that, through various types of subsidies, intend to increase either the quantity
or the quality of entrepreneurship.! Such interventionist policies are potentially
problematic for a number of reasons.

First, interventionist policies to encourage entrepreneurship may distort the
decentralized and spontaneous functioning of the market, undermining economic
freedom by redistributing resources to particular firms and sectors through the
political process rather than markets. This can result in the allocation of scarce
resources, including entrepreneurial talent, towards less productive firms and
sectors. For example, previous research suggests that Belgian firms backed by
government venture capital (GVC) are significantly less productive than firms

Brown, Mawson, and Mason (2017) and Cumming, Johan, and Zhang (2018) discuss a variety
of policies in practice around the world intended to encourage entrepreneurship .
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backed by private venture capital (PVC), as well as those not backed by venture
capital (VC) (Alperovych, Hiibner, and Lobet, 2015). Additionally, a recent analy-
sis of Swedish firms found that those receiving government R&D subsidies are
less productive and less profitable (Gustafsson, Tingvall, and Halvarsson, 2017).
The subsidization of inefficient firms not only fails to promote economic growth,
but it also interferes with the ability of the market-selection mechanism to allo-
cate resources to higher valued uses. This represents an inefficient use of soci-
etal resources and it may entice entrepreneurs to pursue unproductive actives
such as currying special treatment and subsidies through the political process
(Baumol, 1990; Lerner, 2009).

Arrelated issue is the potential for government investments in entrepreneurial
activities to crowd out other more productive activities. This issue is of particu-
lar concern when governments intervene in the entrepreneurial finance markets
in an effort to bridge financing gaps, promote more rapid scale-up of entrepre-
neurial ventures, or encourage positive innovation externalities. As an example,
governments around the world increasingly intervene in venture-capital markets
(Colombo, Cumming, and Vismara, 2016; Cumming, Johan, and Zhang, 2018).
They generally do so by either investing directly in firms or VC investment funds,
or indirectly by partnering with private parties to develop VC funds (Block,
Colombo, Cumming, and Vismara, 2018). While there is some evidence suggest-
ing that GVC funding serves a certification role, increasing the likelihood that ben-
eficiary firms receive follow-on private investments (Brander, Du, and Hellmann,
2015; Cumming, 2007; Guerini and Quas, 2016), there is also evidence that gov-
ernment VC funding crowds out private VC funding (Armour and Cumming,
2006; Brander, Egan, and Hellmann, 2008; Cumming and MacIntosh, 2006) and
reduces the likelihood of a successful exit by IPO or acquisition (Cumming, Grilli,
and Murtinu, 2017).2

Government programs that provide direct subsidies to entrepreneurial firms
entail discretion on the part of government officials to determine which firms or
investors should receive funding. The success of such programs in encouraging
growth and innovation depends on government officials’ being able to determine
which entrepreneurs have winning venture ideas and will establish high-growth
firms (HGF). This seems highly unlikely given that start-ups are inherently risky
ventures attempting to commercialize novel products, services, or technologies
for which no market currently exists. This being so, there is substantial uncertainty
around the future success of most new ventures (Knight, 2012). If private-sector
investors, who stand to benefit financially from investing in successful start-ups,
face a low likelihood of picking winners, then there is no reason to believe that
government officials, who lack similar financial incentives, will perform better. By
the time a start-up establishes a track record of sales and profits suggesting that
it is on its way to becoming an HGF, there is no need for government finance as
such firms will be well-positioned to attract private capital to finance their scale-
up (Coad, Frankish, Roberts, and Storey, 2016). Some have suggested that policy

2 That there is mixed evidence concerning whether public sector VC investments crowd-out or
crowd-in private-sector investments is unsurprising given the debate concerning the effects of
public-sector capital investments on private-sector capital investments (e.g., Aschauer, 1989;
Gramlich, 1994; Voss, 2002).
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makers can improve the probability of their picking winners by investing in high-
tech companies, which are more likely to experience high-growth (Lerner, 2010;
Shane, 2009), a view popular among politicians and often embedded in entrepre-
neurship policies. As Brown, Mawson, and Mason conclude, however, “[g]iven
their extreme heterogeneity and lack of uniformity, it is very difficult for policy-
makers to identify HGFs ex ante” (2017: 430).

A related concern is that government officials given the discretion to allo-
cate subsidies to specific firms or sectors, as well as legislators tasked with craft-
ing entrepreneurship policies, may be tempted to direct funds or other special
favors provided by government programs to low-productivity entrepreneurs who
engage in socially unproductive rent-seeking activities (Baumol, 1990; Gustafsson,
Tingvall, and Halvarsson, 2017). As an example, the US Small Business Innovation
Research (SBIR) program, which provides R&D grants to small businesses, has
been criticized for enabling the development of “SBIR mills”, or underachieving
firms that have managed to win a “large number of awards by cultivating relation-
ships with federal officials” (Lerner, 2002: F81). Similarly, Gustaffson, Tingvall,
and Halvarsson (2017) provide evidence that less productive Swedish firms with
lower profits are more likely to receive R&D subsidies from the government, a
result they attribute to successful rent-seeking by inefficient firms that would
likely fail if their fates were to be decided by the market-selection process.

Entrepreneurship policies are often justified as a means to correct market fail-
ures and encourage job creation and economic growth. However, such policies
often interfere with the market’s ability to reward productive entrepreneurs and
firms that provide highly valued goods and services with profits and growth and to
penalize unproductive entrepreneurs and firms producing goods and services that
are not highly valued with economic losses and eventual exit (Sobel, Clark, and
Lee, 2007; Von Mises, 1990). Fritsch notes that “the highest priority of any policy
towards entry is to secure a smooth and reliable selection of the fittest scenario
... policy should avoid anything that may distort this selection process ... [and]
abstain from any interference with fair competition” (2008: 12). By intervening
in the market process, most entrepreneurship “policies do not greatly reduce or
solve any market failures. Instead, the evidence suggests that they waste taxpay-
ers’ money ... and mostly generate ... businesses with low-growth intentions” (Acs,
Astebro, Audretsch, and Robinson, 2016: 36).

But the government can play a meaningful role in encouraging entrepreneur-
ship and innovation. Birch, for example, suggests that governments could indi-
rectly encourage entrepreneurship by lowering taxes and reducing regulations,
creating “an environment in which innovative, job-creating firms flourish” (1981:
10-11). Acs further adds that government policy could facilitate the creation of
“new firms in all sectors of the economy by all segments of society” (1999) by
removing barriers to entry and exit, reducing transaction costs, and minimizing
the regulatory burden. In other words, rather than intervening in markets, pol-
icy makers can encourage entrepreneurship and innovation, as well as foster the
unimpeded function of the market-selection mechanism, by developing institu-
tions and policies consistent with the principles of economic freedom. Indeed, a
growing body of empirical evidence suggests that economies characterized by
higher levels of economic freedom exhibit more entrepreneurship. We review
this evidence next.
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Economic freedom and entrepreneurship—a review of existing evidence
The 2012 edition of Economic Freedom of the World contains an excellent chapter
by Bjornskov and Foss (2012), who provide a thorough overview of the theo-
retical links between various elements of economic freedom and entrepreneurial
activity. Here, we summarize their basic argument and refer interested readers
to their chapter for a more detailed explanation of these mechanisms. The greater
degree to which a nation’s institutions and policies reflect the principles of eco-
nomic freedom, the lower the transactions costs faced by entrepreneurs, includ-
ing the costs of “searching for, combining, adapting, and fitting heterogeneous
resources in the pursuit of profit under uncertainty ... The lower the transactions
costs, the more such [entrepreneurial] activity will take place” (Bjornskov and
Foss, 2012: 248). Bennett adds that “entrepreneurs living in more economically
free regions are less constrained in their ability to utilize their time, talents and
resources to create a new venture to satisfy a perceived market need ... or rec-
ognize and capitalize on an unexploited entrepreneurial opportunity” (2019: 9).
Indeed, a growing body of empirical evidence suggests that countries with more
economic freedom experience more entrepreneurial activity.?

Before reviewing the evidence on the relationship between economic free-
dom and entrepreneurial activity, we discuss some issues related to the concept
and definition of entrepreneurship as this will provide some perspective on the
nuanced results obtained by various authors. Within the scholarly field that stud-
ies entrepreneurship, “entrepreneur” has been understood in a variety of ways,
often reflecting “who the entrepreneur is and what he or she does” (Shane and
Venkataraman, 2000: 218). Baumol (2010), for instance, distinguishes between
innovative and replicative entrepreneurs. Innovative, or Schumpeterian,
entrepreneurs develop creative new products, applications of technology, or
cost-reducing production methods that lead to substantial improvements in
productivity and living standards (Schumpeter, 1934, 1942). On the other hand,
replicative entrepreneurs start new ventures that generally mimic other firms
in the market, largely reflecting Kirzner’s (1973, 1997) notion of equilibrating
entrepreneurship that leads to enhanced competition, lower prices, and larger
output levels of the same goods and services. A growing body of research focus-
ing on high-growth start-ups reflects the innovative entrepreneurship definition,
whereas the myriad studies focusing on self-employment and small business
ownership better reflect the replicative entrepreneurship definition (Hurst and
Pugsley, 2011).

Several studies on economic freedom and entrepreneurship have employed
COMPENDIA’s harmonized data on self-employment rates,* which is normalized
by working-age population, as a measure of entrepreneurship. Nystrom (2008),
for example, examines the impact of the five areas of the EFW index on self-
employment for a sample of 23 OECD countries over the period from 1972 to

3 We restrict our literature review to studies that specifically use an economic freedom index or
the various components of one as the main variable of interest, excluding studies that use such
variables as a control and those that use policy or institutional measures that reflect economic
freedom but are not drawn from an established measure of economic freedom.

4 COMPENDIA is an acronym for COMParative ENtrepreneurship Data for International
Analysis, a database constructed by EIM Business & Policy Research (EIM BV).
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2002. Her results suggest that countries with smaller government sectors and
those with better property-rights institutions and fewer regulations encourage
more self-employment. She does not, however, estimate the impact of the over-
all EFW index on self-employment. For a sample of 25 OECD countries over
the period from 1980s to 2005, Bjernskov and Foss (2012) examine how the five
EFW index areas influence self-employment, as well as how self-employment
and the EFW index areas influence total factor productivity (TFP). They find
that, although property rights are negatively associated with self-employment, a
result contradictory to Nystrom (2008), they exert a positive direct and overall
effect on TFP. They also find that limited government and sound money influence
TFP indirectly by positively influencing self-employment, which in turn exerts a
positive impact on TFP. Additionally, they find that regulatory freedom exerts a
negative direct effect on TFP.

Gohmann (2012) considers what effect the EFW index has on self-employment,
but he uses survey data from the Entrepreneurship Flash Eurobarometer Surveys
for a sample of 17 European countries and the United States over the period from
2001 to 2004. His results suggest that individuals living in more economically free
countries are more likely to be self-employed, as well as more likely to prefer to
be self-employed rather than earning wages. Interestingly, he finds that economic
freedom’s role in enhancing the preference for self-employment (that is, latent
entrepreneurship) is higher among those who are actually self-employed than it
is for those who are not self-employed.

An increasingly common distinction made in the literature is that between
opportunity-motived entrepreneurship (OME) and necessity-motivated entre-
preneurship (NME). Individuals who voluntarily start a business because they
perceive it as a potentially valuable opportunity to fulfill an unmet market need
are engaged in OME, whereas individuals who start a business because they lack
other employment prospects are engaged in NME (Nikolaev, Boudreaux, and
Palich, 2018). The Global Entrepreneurship Monitor (GEM) dataset provides
measures of NME, OME, and total entrepreneurial activity (TEA, or the sum of
NME and OME) for a growing number of countries.

Sobel, Clark, and Lee (2007) were the first to use the GEM dataset to study
the effect of economic freedom on entrepreneurship. They find that the EFW
index is positively associated with TEA in a cross-sectional study of 21 OECD
countries for the year 2002. They also find that countries with higher average
tariff rates and greater administrative burdens facing those starting a business
have less entrepreneurial activity. Bjornskov and Foss (2008) follow an approach
similar to that of Nystrom in considering the impact of the five areas of the 2005
EFW index on the 2001 OME, NME, and TEA measures for a cross-sectional
sample of 29 countries. Their results suggest that countries with smaller govern-
ment sectors and more sound monetary policies encourage more OME, NME,
and TEA, but the other three areas of the index are not correlated with any of
these measures. They also examine how the underlying components of Area 1
(Size of Government) correlate with the different measures of entrepreneurship.
They find that: (1) government consumption as a share of GDP is negatively asso-
ciated with OME, NME, and TEA; (2) transfer payments as a share of GDP are
negatively associated with OME and TEA; and (3) limited taxation is positively
associated with OME and TEA.
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Angulo-Guerrero, Pérez-Moreno, and Abad-Guerrero (2017) use a dynamic
panel-data model to estimate the effects of the EFW index on OME and NME for
a sample of 33 OECD countries over the period from 2001 to 2012. Their results
suggest that economic freedom is positively associated with OME, but negatively
associated with NME. The positive effects of economic freedom on OME are
driven by strong property rights and low levels of regulation. These two areas,
along with greater trade freedom, drive the negative relationship between the
EFW index and NME.

Several papers also find that economic freedom not only exerts a direct effect
on entrepreneurship, but it also influences entrepreneurial action through other
individual-level resources and characteristics. Boudreaux, Nikolaev, and Klein
(2018), for example, examine how the EFW index moderates the effects of socio-
cognitive traits on the probability that an individual participates in OME. Using a
cross-sectional sample of more than 720,000 individuals from 45 countries, their
results suggest that individuals with more self-efficacy and alertness to new busi-
ness opportunities are more likely to participate in OME, but those with a stron-
ger fear of failure are less likely. They also find that the EFW index not only has a
positive direct effect on OME, but it also strengthens the positive effects of self-
efficacy and alertness, and it weakens the deterrent effect of fear. Additionally,
Boudreaux and Nikolaev (2018) examine how the EFW index moderates the
effect of an entrepreneur’s human, financial, and social capital on their propen-
sity to become an OME for a sample of 45 countries over the period from 2002
to 2012. They find the three types of capital, as well as economic freedom, all
increase the probability that an individual pursues OME. They also find that, as
the level of the EFW index increases, human and physical capital become less
important determinants of entrepreneurship, while social capital becomes a more
important determinant.

Several studies have used the Heritage Foundation/Wall Street Journal Index of
Economic Freedom (IEF) to examine how economic freedom affects opportunity
and necessity entrepreneurship. In a cross-sectional study for a sample of 37 coun-
tries, McMullen, Bagby, and Palich (2008) examine how the ten factors included
in the 2003 IEF correlate with 2002 measures of OME and NME. Their results
suggest that: (1) labor market freedom is positively associated with both OME and
NME; (2) property rights are positively associated with OME; (3) fiscal freedom
and monetary freedom are positively associated with NME. Nikolaev, Boudreaux,
and Palich (2018) explore 44 possible determinants of OME and NME for a cross-
sectional sample of 73 countries using a robustness analysis method that accounts
for model uncertainty.® Their results suggest that the IEF is the most robust deter-
minant of both OME and NME for the sample of countries, exerting a positive
effect on the former and a negative effect on the latter. Specifically, countries with
less corruption and greater monetary and business freedom have higher levels of
OME, but lower levels of NME.

While there are some inconsistent results with respect to the different areas of
economic freedom and entrepreneurship,® the preponderance of evidence from

5 'They use the long-run average of their variables, when available, over the period from 2001 to 2015.
6 'This is not surprising given the heterogeneity of country samples, time periods, and empirical
models estimated in the various studies (Bennett and Nikolaev, 2017).

Fraser Institute ©2019 ® fraserinstitute.org/economic-freedom



Chapter 4: Economic Freedom, Public Policy, and Entrepreneurship « 207

this small but growing body of literature suggests that more economically free
countries encourage greater rates of self-employment and OME, but discour-
age NME. Additionally, Saunoris and Sajny (2017) find, using Two-Stage Least
Squares (2SLS) and quartile analyses for a cross-sectional sample of 60 countries,
that the IEF is associated with more formal but less informal entrepreneurship.’
Individuals residing in more economically free countries have access to better
economic opportunities, alleviating the need to become self-employed or enter
informal entrepreneurship because they lack other options to earn a living.

While the literature suggests economic freedom encourages self-employment,
OME, and formal entrepreneurship, all are arguably measures of the quantity
of entrepreneurship and not necessarily reflective of the type of innovative
Schumpeterian entrepreneurship that propels rapid job creation and economic
development (Henrekson and Sanandaji, 2014; Wong, Ho, and Autio, 2005).%
Additionally, highly innovative countries such as Japan often score at the bot-
tom of international rankings on self-employment while some less developed
countries such as Uganda, where a large proportion of people are subsistence
farmers, rank among the top (see, for example, GEM, 2017). Because innovative
Schumpeterian entrepreneurship “remains an elusive concept, difficult to define
exactly and harder yet to measure” (Henrekson and Sanandaji, 2014: 1,764),
there is a paucity of evidence linking economic freedom to this type of disruptive,
high-growth entrepreneurship. A few studies, however, provide some evidence
that economic freedom is also associated with more innovative entrepreneurship.
For instance, Bjornskov and Foss (2012) find that some components of the EFW
Index are positively associated with TFP, a proxy for economy-wide innovation.
For a sample of 5,809 firms from 29 countries over the period from 1984 to 2006,
Zhu and Zhu (2017) find that firms domiciled in countries with more economic
freedom, as measured by the EFW Index, received more patents, a measure of
corporate innovation. In a working paper, Bennett and Nikolaev (2019) provide
evidence that the EFW index is linked to a composite measure of innovative
outputs provided by the Global Innovation Index (GII). In the next section, we
provide some additional evidence that the EFW index is associated with innova-
tive entrepreneurship using measures of national creative output and knowledge
and technology outputs.

The distinction is whether a firm is a legally registered business that complies with the man-
dates of laws and regulations (Klapper, Amit, and Guillen, 2010; Webb, Tihanyi, Ireland, and
Sirmon, 2009). With the possible exception of highly profitable criminal activities such as fraud
and drug smuggling, most informal entrepreneurship is likely NME. Dau and Cuervo-Cazurra
(2014) provide evidence for a sample of 51 countries over the period from 2002 to 2009 that
IEF is positively associated with both formal and informal entrepreneurship.

Henrekson and Sanandaji (2014) show that for a sample of 50 countries rates of self-employ-
ment, small business ownership, and TEA are negatively correlated with several measures
of innovative high-growth entrepreneurship (that is, number of billionaire entrepreneurs per
capita; VC investment as share of GDP) and per-capita GDP. Wong, Ho, and Autio (2005)
provide evidence that high-potential entrepreneurship is positively associated with economic
growth for a sample of 37 countries, but OME, NME, and TEA are not associated with growth.
Van Stel, Carree, and Thurik (2005), however, find that TEA is only beneficial for economic
growth in countries with high levels of economic development.
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Economic freedom and innovative entrepreneurship

In this section, we provide some new empirical evidence that economic free-
dom, as measured by the 2016 EFW index (Gwartney, Lawson, Hall, and Murphy,
2018),’ is associated with innovative entrepreneurship. We use data from the
Global Innovation Index 2018 (GII), which reflects a wide range of innovative
activities in the economy by a large number of innovative actors, including not
only scientists and manufacturing firms, but also entrepreneurial service-sector
firms and public entities. The latest GII provides data for 126 economies, covering
more than 90.8% of the global population and 96.3% of global economic output
(Dutta, Lanvin, and Wunsch-Vincent, 2018).

The GII comprises two sub-indices: (1) innovative inputs and (2) innovative
outputs. The former consists of factors that reflect a nation’s capacity to develop
innovations, including institutions, human capital, infrastructure, and market and
business sophistication. The latter includes measures that reflect a nation’s inno-
vative outputs and is based on two main innovation pillars: (i) knowledge and
technology outputs and (ii) creative outputs. Each of these two pillars consists
of several sub-pillars based on measures that are widely believed to be a key out-
put of the invention and innovation process. Because our focus is on examining
the effect of economic freedom on innovative entrepreneurship, we use the two
main pillars from the innovative outputs sub-index as proxies for entrepreneur-
ial innovation. Table 4.1 describes the sub-pillars making up the knowledge and
technology outputs and creative outputs pillars.

Preliminary analysis

As afirst step in our analysis, we sorted the countries in our dataset by level of eco-
nomic freedom, from lowest to highest, and grouped them into four quartiles con-
sisting of an equal number of countries. For each group, we then computed the
mean creative outputs and knowledge and technology outputs scores. Figure 4.1
presents bar charts illustrating these results. Innovative outputs are clearly higher
in more economically free countries. Creative outputs, for instance, in the most
economically free countries are more than double those in the least economically
free countries (figure 4.1A). There is also a nearly two-fold difference in the level
of knowledge and technology outputs between the most and least economically
free countries (figure 4.1B).

We next plot the EFW index against each of our innovative entrepreneurship
measures (figure 4.2). There is a strong positive relationship between economic
freedom and both creative outputs (correlation 0.67) and knowledge and technol-
ogy outputs (correlation 0.52). Creativity plays a fundamental role in the innova-
tion process, and the preliminary evidence here suggests that economic freedom
is an essential input to an economy’s creative process. More economically free
countries are also more likely to engage in the creation of more effective knowl-
edge that is also more easily diffused throughout the economy.

9 Asarobustness check, we also performed the econometrics using the average EFW index score
over the period 2000-2016 as a means to account for the long-run institutional environment
in lieu of the contemporaneous one. Average EFW is highly correlated with the 2016 EFW for
our sample (r=0.94) and the econometric estimates are nearly identical for both measures. We
omit the results using the long-run average EFW score, but they are available upon request
from the authors.
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Table 4.1: The Innovative Outputs Sub-Index from the Global Innovation Index

Knowledge and Technology Outputs Pillar

Creative Outputs Pillar

1. Knowledge Creation Sub-Pillar
la. patents applications filed by residents both at the national
patent office and the international level through the PCT;

1b. utility model applications filed by residents at the national
office;

1c. scientific and technical published articles in peer-
reviewed journals;

1d. number of articles (H) that have received at least H citations.

1. Intangible Assets Sub-Pillar

1a. trademark applications by residents at the national office;

1b. industrial designs included in applications at a regional or
national office;

1c. survey questions regarding the use of ICTs in business
and organizational models;

2. Knowledge Impact Sub-Pillar

2a. increases in labor productivity;
2b. entry density of new firms;
2c. spending on computer software;

2d. number of certificates of conformity with standard ISO
9001 on quality management systems issues;

2e. high and medium high-tech industrial output as share of
total manufactures output.

2. Creative Goods and Services Sub-Pillar

2a. cultural and creative service exports;

2b. national feature films produced;

2c¢. entertainment and media market;

2d. printing, publications, and other media market;

2e. creative goods exports.

3. Knowledge Diffusion Sub-Pillar

3a. intellectual property receipts as a percentage of total trade;
3b. high-tech net exports as a percentage of total exports;
3c. exports of ICT services as a share of total trade;

3d. net outflows of FDI as a percentage of GDP.

3. Online Creativity Sub-Pillar

3a. generic domains, scaled by 15-69 year old population;

3b. country-code top level domains, scaled by 15-69 year old
population;

3c. average yearly edits to Wikipedia, scaled by 15-69 year
old population;

3d. mobile app creation, scaled by GDP (bn PPP $).

Figure 4.1: Innovative entrepreneurship by EFW quartile

4.1A: Average score for Creative
Outputs, by EFW quartile
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Source: Data on Creative Outputs and Knowledge and Technology Outputs were collected from the Global Innovation Index 2018 (Dutta, Lanvin, and
Wunsch-Vincent, 2018) and were measured on a scale from 0 (least innovative) to 100 (most innovative). Creative Outputs scores ranged from 056
(Burkina Faso) to 59.38 (Switzerland). Knowledge and Technology Outputs scores ranged from 556 (Yemen) to 74.88 (Switzerland).
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Figure 4.2: Innovative entrepreneurship and economic freedom, 2016
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OLS results

Our preliminary analysis is suggestive of a strong positive relationship between

the EFW index and innovative entrepreneurship; however, other factors may con-
found this relationship. We therefore use Ordinary Least Squares (OLS) regres-
sion analysis to control for a number of factors that have been linked to economic

development and innovation in the comparative economic development litera-

ture. This includes a set of legal-origins dummy variables that reflect the historical

roots of a nation’s legal system (La Porta, Lopez-de-Silanes, and Shleifer, 2008),
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the shares of a nation’s population belonging to the major world religions (Barro
and McCleary, 2003), the historical prevalence of infectious diseases (Bennett
and Nikolaev, 2019; Nikolaev and Salahodjaev, 2017), latitude to account for
the effect of geography (Acemoglu, Johnson, and Robinson, 2001; Easterly and
Levine, 2001), and ethnolinguistic fractionalization (Alesina, Devleeschauwer,
Easterly, Kurlat, and Wacziarg, 2003).

Table 4.2 presents OLS results using our measures of innovative entrepreneur-
ship as the dependent variable. In model 1, we estimate the simple relationship
between the EFW index and creative outputs without any control variables. The
EFW index enters positively and is highly significant statistically. The R* mea-
sure suggests that differences in the EFW index alone explain more than 44% of
the variation in creative outputs. In model 2, we introduce the control variables
described above to account for several alternative explanations for the deep ori-
gins of economic development and innovation Although the size of the EFW
index’s positive effect on creative outputs is reduced, it remains highly significant
statistically. We repeat this empirical exercise in models 3 and 4 using the knowl-
edge and technology outputs sub-index as the dependent variable. In model 3, we

Table 4.2: Economic freedom and innovative entrepreneurship, OLS results

0 @) 3 @
Variables Creative Creative Knowledge and Knowledge and
Outputs Outputs Tech Outputs Tech Outputs
EFW index 11.65* 5.699*** 9.540%** 3.061*
(1228) (1.263) (1.436) (1.566)
Disease Pathogens —6,199*** —5,759**
(2.136) (2.409)
Legal Origins
Socialist —7.676%* —18.95%*
(2.601) (6.363)
French -1.631 -1051
(2.379) (7.111)
Great Britain -3523 -10.63
(2.155) (6.615)
Scandinavian —9.452** -12.18
(4.365) (9.824)
Latitude 0.124%* 0.192%**
(0.0362) (0.0434)
Muslim -0.0577* —0.119%*
(0.0297) (0.0361)
Catholic -0.0155 -0.0697*
(0.0278) (0.0400)
Protestant 0.0801 -0.0382
(0.0606) (0.0896)
Fractionalization —9.471%* —7.714*
(3.391) (4.289)
Countries 126 114 126 114
R-squared 0.441 0.710 0.266 0.617

Dependent variable indicated in column header. Robust standard errors in parentheses.
**p<001,*p<005*p<01
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find that the EFW index alone explains over 26% of the variation in knowledge
and technology outputs and is positive and highly significant statistically, even
after accounting for the potential influence of legal origins, geography, religion,
ethnolinguistic fractionalization, and the disease environment in model 4.

2SLS results

Our analysis thus far suggests that the EFW index is strongly and positively associ-
ated with innovative entrepreneurship. Because of limitations in the methodolo-
gies employed, we cannot definitely establish causality because it is plausible that
innovative entrepreneurship, or its absence, may influence institutional and policy
changes such that economic freedom is endogenous to innovative entrepreneur-
ship. Although space does not allow a full treatment of this issue, we attempt to
address it with a Two-Stage Least Squares (2SLS) model. Building on the work of
Nikolaev and Salahodjaev (2017), who show that economic freedom has its origins
in the historical prevalence of infectious diseases across countries (Murray and
Schaller, 2010), we use historical disease pathogens as an instrumental variable
for economic freedom.

Infectious diseases are historically a major source of morbidity, mortality, and
natural selection, responsible for more evolutionary action across the human
genome than any other environmental factor (Fumagalli, Sironi, Pozzoli, Ferrer-
Admettla, Pattini, and Nielsen, 2011). The Parasite Stress Theory of Values and
Sociality describes an evolutionary process linking the historical prevalence of
infectious diseases to the development of cultural attitudes, beliefs, and values
towards out-group and in-group members as an adaptive psychological immune-
system response. Out-group members may carry novel parasites for which local
immunity has not been developed and/or they may lack the knowledge of local
parasite infection norms and customs related to, for example, hygiene and food
preparation (Fincher and Thornhill, 2008). In an effort to safeguard against
exposure to, and the contagion of, infectious diseases, groups of people living in
regions with high levels of pathogenic stress developed various forms of preju-
dice against out-group members and in-group assortative sociality (for example,
philopatry, xenophobia, and ethnocentrism), leading to more collectivistic cul-
tural values. Meanwhile, groups of people living in regions with low levels of infec-
tious disease stress were less concerned with contracting infectious diseases from
out-group members and were therefore more open to economic and social inter-
actions with outsiders, leading to more individualistic cultural values (Fincher,
Thornhill, Murray, and Schaller, 2008). As Nikolaev and Salahodjaev explain,“the
historical prevalence of infectious diseases ... shaped cultural values associated
with collectivism ... which, in turn, led to the development of economic institu-
tions that are inconsistent with the principles of economic freedom” (2017: 124).
In other words, countries with high [low] levels of disease pathogens developed
more collectivist [individualistic] cultural values, resulting in the development of
less [more] economically free institutions.

We report the 2SLS results in table 4.3. Odd-numbered models report the first-
stage results in which the EFW index is the dependent variable and is regressed on
disease pathogens and a set of control variables. Even-numbered models report
the second-stage results in which our measures of innovative entrepreneurship
are the dependent variables and are regressed on the predicted values of the EFW
index from the analogous first-stage estimates and the set of control variables.
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Table 4.3: Economic freedom and innovative entrepreneurship, 2SLS results

) @ (©) Q) ®) ©) (7 ®
EFW Creative EFW Creative EFW Knowledge EFW Knowledge
index Outputs index Outputs index and Tech index and Tech
Outputs Outputs
Disease Pathogens —0.633*** —0.417** —0.633*** —0417%
(0.092) (0.131) (0.093) (0.131)
EFW Index 22.52%* 20.55%* 20.07*** 16.86***
(2.852) (5.813) (3.137) (6.119)
LO: Socialist -0403 -1.686 -0403 -13.39*
(0.313) (6.049) (0.313) (6.367)
LO: French -0.246 2.020 -0.246 -7.118
(0.330) (6.438) (0.330) (6.778)
LO: Great Britain 0193 -6.397 0193 -13.30**
(0.316) (5.941) (0.316) (6.254)
LO: Scandinavian -0513 -1.833 -0513 -5.100
(0.506) (10.11) (0.506) (10.64)
Latitude 0.005 0.053 0.005 0126
(0.003) (0.076) (0.003) (0.080)
Muslim -0.006** 0.031 -0.006** -0.037
(0.003) (0.053) (0.003) (0.056)
Catholic 0.001 -0.022 0.001 -0.076
(0.003) (0.049) (0.003) (0.052)
Protestant -0.000 0.080 -0.000 -0.038
(0.005) (0.092) (0.005) (0.096)
Fractionalization -0.581** -0.843 -0.581** 0.301
(0.270) (6.590) (0.270) (6.937)
Stage 1st 2ond st 2nd st 2nd 1st 2nd
Countries 116 116 114 114 116 116 114 114
R-squared 0290 0447 0290 0447
IV F-stat 46.61 1011 46.61 1011

Dependent variable indicated in column header. Odd-numbered models are first-stage estimates. Even-numbered models are corresponding
second-stage estimates. Robust standard errors in parentheses. IV F-stat is the first-stage F-statistic, which is used to test for weak instrumental
variables. Because we have a single endogenous regressor, the Staiger-Stock rule of thumb is that instruments be deemed weak if IV F-stat < 10.
*** p<0.01, ** p<0.05, * p<01

Models 1-2 and 5-6 do not include any control variables, while models 3-4 and
7-8 control for the same set of variables included in the OLS model. Across all
specification, we document that the historical prevalence of infectious diseases
is negatively associated with less economic freedom, which in turn is strongly
and positively associated with both measures of innovative outputs. Our results
suggest that a one-point increase in the EFW index is associated with increases
in creative outputs of 22 points and in knowledge and technology outputs of 20
points. These effects, if taken as causal, are large and economically meaningful.
For example, if a country such as Zimbabwe, which is at the bottom quartile of the
GII creative outputs rankings, were to enact liberalizing economic reforms that
resulted in a one-point improvement in its EFW index score, it would advance
to the forefront of the second quartile of most creative countries in the rankings.
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Overall, the results are highly consistent with our main findings reported
above and provide suggestive evidence that economic freedom is a causal deter-
minant of innovative entrepreneurship. These results contribute to the growing
body of evidence that institutions and policies consistent with the principles
of economic freedom encourage productive entrepreneurship and innovation.
This suggests that policy makers desiring to facilitate more innovative entrepre-
neurship should consider enacting institutional and policy reforms that enhance
economic freedom, rather than intervening in markets with policy schemes that
inefficiently redistribute resources through the political process and may create
perverse incentives and generate unintended consequences.

SEM results

Our results thus far suggest that economic freedom exerts a positive direct effect on
innovative entrepreneurship, even after controlling for a number of potentially con-
founding factors. Economic freedom may also influence innovative entrepreneur-
ship indirectly through a number of other channels such as economic development
(Bennett, Faria, Gwartney, and Morales, 2017; Faria and Montesinos, 2009), human
capital (Berggren and Jordahl, 2006; Faria, Montesinos-Yufa, Morales, and Navarro,
2016), infrastructure investments (Du, Lu, and Tao, 2008; Gwartney, Holcombe,
and Lawson, 2006), income inequality (Bennett and Nikolaev, 2016, 2017; Bennett
and Vedder, 2013), and market and business sophistication (Banalieva, Cuervo-
Cazurra, and Sarathy, 2018; Cuervo-Cazurra and Dau, 2009; Hafer, 2013)."°

We therefore examine how economic freedom may affect creative innovation
through these channels using a Structural Equation Model (SEM) analysis. We
use data from the GII innovation input sub-index to measure human capital and
research, infrastructure, and both business and market sophistication. Specifically,
we use the pillar scores for each of these variables, which are composed of several
underlying sub-pillar measures. We use the natural log of 2016 per-capita GPD fig-
ures from the World Bank’s World Development Indicators dataset as our measure
of economic development and the net income Gini coefficient from Solt (2016)
as our measure of inequality.

Figure 4.3 depicts the results from our SEM in which the EFW index has
both a direct and indirect effect on creative outputs via the channels previously
described. For ease of interpretation, all reported coefficients are standardized.
For example, an increase of one standard deviation in the EFW index is associated
with an increase of 0.14 standard deviation in creative outputs. This represents the
direct effect of economic freedom on creative entrepreneurship. As an example of
the indirect effect of economic freedom, a standard-deviation increase in the EFW
index is associated with an increase of 0.70 standard deviation in innovative infra-
structure, which in turn increases creative outputs by 0.37 standard deviation. We
also find that the EFW index exerts a positive and statistically significant effect on
all of the other channels except inequality, but economic freedom only exerts an
indirect effect on creative outputs through the channel of business sophistication.

These factors are plausibly caused by economic freedom, whereas the set of variables held
constant in the OLS and 2SLS models are not. Because of the potential causal relationship
between economic freedom and these development outcomes, controlling for them in the OLS
and 2SLS models would introduce considerable multicollinearity that would reduce both the

magnitude of the effect for economic freedom and its statistical significance.
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Overall, our SEM explains nearly 70% of the variation in creative entrepreneur-
ship. Interestingly, we find the indirect effect of economic freedom (unstandard-
ized value = 10.1, p < 0.001) to be five times larger than the direct positive effect
(unstandardized value = 2.3, p < 0.001). While we view these results as somewhat
exploratory in nature and in need of additional theoretical motivation and robust-
ness checks, they nonetheless suggest that economic freedom may exert indirect
effects on innovation and entrepreneurship through multiple channels.

Figure 4.3: Economic freedom and creative entrepreneurship, SEM results

Economic
Development
BLrxx Human Capital n.s.
and R&D \
B4xHx n.s.
/ Infrastructure N
.7 kK 37***\
EFW / Law > creative
Index \ ' /’v Outputs
\.73*** n.s. /
\ Market /
637 Sophistication 33+

n.s. /_15***

Business '
Sophistication
N = 86
R?=.69

Inequality
Total effect = 12.3***
Direct effect = 2.3**
Indirect effect = 10.1***

* Standardized coeffcients reported.

Conclusion

Policy makers and scholars around the world increasingly recognize the impor-
tance of entrepreneurship for job creation and economic growth. For this rea-
son, encouraging entrepreneurship is now generally considered a proper function
of public policy. Acs and Szerb note that “any society interested in encouraging
entrepreneurship must make it rewarding and easy to do” (2007: 111). Policies
encouraging entrepreneurship in practice often seek to reduce the costs of
entrepreneurship by intervening in the market process, offering various sorts
of subsidies to certain firms or industries. While there is mixed evidence that
interventionist entrepreneurship policies provide economic benefits, the market-
distorting costs and unintended consequences of such policies are often ignored.
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Meanwhile, there is a growing body of empirical evidence that institutions and
policies consistent with the principles of economic freedom are positively asso-
ciated with entrepreneurship. Most of this research has used self-employment or
firm-entry rates as a measure of entrepreneurship. Such measures more closely
reflect the Kirznerian or replicative notion of entrepreneurship, whereas our anal-
ysis employs novel measures of creative and knowledge and technology innova-
tion. These measures better reflect the notion of Schumpeterian or innovative
entrepreneurship. Our results indicate that more economically free countries
have higher levels of innovative entrepreneurial activity.

Both Kirznerian and Schumpeterian entrepreneurship are important for
economic advancement. Kirznerian entrepreneurs act as equilibrating agents
who facilitate efficiency in the market process, leading to enhanced competi-
tion, lower prices, and larger quantities of goods and services being produced.
Schumpeterian entrepreneurs, meanwhile, are disruptive agents who create com-
pletely new products and technological advancements that radically reshape our
way of life and improve living standards. Our analysis, in combination with pre-
vious research, suggests that economic freedom is an important determinant of
both types of entrepreneurship.

This suggests that countries seeking to encourage more entrepreneurship and
innovation should consider increasing the degree to which economic resources
are allocated through markets rather than the political process, reducing regula-
tory barriers to starting and running a business, limiting policy distortions of the
product and labor markets, and improving the protection of private property
and the even-handed enforcement of contracts. Economic freedom provides the
institutional environment that encourages markets and rewards productive entre-
preneurial activity (Baumol, 1990; Holcombe, 1998; Sobel, 2008), serving as the
antecedent for entrepreneurship and innovation (Bjernskov and Foss, 2016). As
Acs and colleagues note, “economic institutions ... help to allocate resources to
their most efficient uses; they determine who gets profits, revenues, and resid-
ual rights of control ... entrepreneurs, operating in productive institutional envi-
ronments, provide the transmission mechanism from innovation to economic
growth” (2018: 505).
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Appendix

Area l

Sources

Sources

Explanatory Notes and Data Sources

Size of Government

Government consumption

This component is measured as general government consumption spending as a
percentage of total consumption. The rating for this component, as with many of
the following components, is designed to mirror the actual distribution of the raw
data but on a zero-to-10 scale. The rating is equal to: (Vo — Vi) / (Vinax — Vinin)
multiplied by 10. The V; is the country’s actual government consumption as a pro-
portion of total consumption, while the V,,, and V,;;;, were set at 40 and 6, respec-
tively. The 1990 data were used to derive the maximum and minimum values for
this component. Countries with a larger proportion of government expenditures
received lower ratings. In contrast, as the ratio approaches the maximum value,
the ratio moves toward zero.

World Bank, World Development Indicators; International Monetary Fund, Interna-
tional Financial Statistics; United Nations National Accounts.

Transfers and subsidies

This component is measured as general government transfers and subsidies as

a share of GDP. The rating for this component is equal to: (V. = Vi) / (Vipax —
Vmin) multiplied by 10. The V; is the country’s ratio of transfers and subsidies to

GDP, while the V,,, and V,,;;;, values are set at 37.2 and 0.5, respectively. The 1990

data were used to derive the maximum and minimum values for this component.
The formula will generate lower ratings for countries with larger transfer sec-
tors. When the size of a country’s transfer sector approaches that of the country

with the largest transfer sector during the 1990 benchmark year, the rating of the

country will approach zero.

International Monetary Fund, Government Finance Statistics Yearbook; World Bank,
World Development Indicators; International Monetary Fund, International Finan-
cial Statistics; United Nations National Accounts.

Government enterprises and investment

Data on government investment as a share of total investment were used to con-
struct the zero-to-10 ratings. Countries with more government enterprises and
government investment received lower ratings. When the government investment
share was generally less than 15% of total investment, countries were given a rat-
ing of 10. When government investment was between 15% and 20% of the total,
countries received a rating of 8. When government investment was between 20%
and 25% of the total, countries were rated at 7. When government investment was
between 25% and 30% of the total, countries were assigned a rating of 6. When
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Sources

Sources

Top Marginal Tax Rate

government investment was generally between 30% and 40% of the total, coun-
tries received a rating of 4. When government investment was between 40% and
50% of the total, countries were rated at 2. A rating of zero was assigned when
government investment exceeded 50% of total investment. In cases where gov-
ernment investment data were unavailable, we used qualitative data on the scope
of SOEs to assign ratings.

International Monetary Fund, Government Finance Statistics Yearbook; World
Bank, World Development Indicators; International Monetary Fund, International
Finance Statistics; World Economic Forum, Global Competitiveness Report; United
Nations National Accounts; European Bank for Reconstruction and Development,
Transition Indicators.

Top marginal tax rate

Top marginal income tax rate

Countries with higher marginal tax rates that take effect at lower income thresh-
olds received lower ratings based on the matrix below. The income threshold data
were converted from local currency to 1982/1984 US dollars (using beginning-
of-year exchange rates and the US Consumer Price Index). These figures include
sub-national rates if applicable.

Top marginal income and payroll tax rates

Countries with higher marginal income and payroll (wage) tax rates that take
effect at lower income thresholds received lower ratings based on the matrix
below. The income threshold data were converted from local currency to 1983
US dollars (using beginning-of-year exchange rates and the US Consumer Price
Index). These figures include sub-national rates if applicable.
PricewaterhouseCoopers, Worldwide Tax Summaries Online; Pricewaterhouse-
Coopers, Individual Taxes: A Worldwide Summary (various issues); Ernst &
Young, Worldwide Personal Tax and Immigration Guide (various issues); Deloitte
International Tax Source, Guide to Fiscal Information: Key Economies in Africa
(various issues).

Income Threshold at Which the Top Marginal
Rate Applies (1983 US$)

<$25,000 $25,000 - <$50,000  $50,000 - <$150,000 $150,000+

<21% 10 10 10 10
21%-<26% 9 9 10 10
26%-<31% 8 8 9 9
31%-<36% 7 7 8 9
36%-<41% 5 6 7 8
41%-<46% 4 5 6 7
46%-<51% 3 4 5 5
51%-<56% 2 3 4 4
56%-<61% 1 2 3 3
61%-<66% 0 1 2 2
66%-<70% 0 0 1 1

70%+ 0 0 0 0
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State Ownership of Assets

This component is based on ratings from the Varieties of Democracy (V-Dem)
database on “State Ownership of the Economy”, which “gauges the degree to
which the state owns and controls capital (including land) in the industrial, agri-
cultural, and service sectors. It does not measure the extent of government rev-
enue and expenditure as a share of total output; indeed, it is quite common for
states with expansive fiscal policies to exercise little direct control (and virtually
no ownership) over the economy”. The rating for this component is designed to
mirror the actual distribution of the raw data but on a zero-to-10 scale. The rat-
ingis equal to: (V; = Viuin) / (Vinax — Vimin) multiplied by 10. The V; is the country’s
state ownership score, while the V., and V,;, were set at 2.5 standard deviations
above and below the average, respectively. The 1990 data were used to derive the
maximum and minimum values for this component. Countries with greater gov-
ernment ownership of assets get lower scores.

V-Dem Institute, Varieties of Democracy (wwwy-dem.net).

Legal System and Property Rights

[1] The ratings for Area 2 are adjusted to reflect inequalities in the legal treatment
of women. See Rosemare Fike, Chapter 3: Adjusting for Gender Disparity in Eco-
nomic Freedom and Why It Matters (Economic Freedom of the World: 2017 Annual
Report: 189-211) for methodological details. [2] The ratings for Area 2 from 1970
to 1995 are the same as the Area V ratings from Economic Freedom of the World:
2001 Annual Report. Please see that report for methodological details.

Judicial independence

This component is from the Global Competitiveness Report question: “Is the
judiciary in your country independent from political influences of members of
government, citizens, or firms? No—heavily influenced (= 1) or Yes—entirely
independent (= 7)”. The question’s wording has varied slightly over the years. All
variables from the Global Competitiveness Report were converted from the origi-
nal 1-to-7 scale to a 0-to-10 scale using this formula: EFW; = ((GCR;-1) + 6) x 10.
World Economic Forum, Global Competitiveness Report. In recent years, the most
recently available data from the online database, which provides a two-year
moving average, have been used for this component and all other components
based on the Global Competitiveness Report.

Impartial courts

This component is from the Global Competitiveness Report question: “The legal
framework in your country for private businesses to settle disputes and challenge
the legality of government actions and/or regulations is inefficient and subject to
manipulation (= 1) or is efficient and follows a clear, neutral process (= 7)”. The
question’s wording has varied slightly over the years.

World Economic Forum, Global Competitiveness Report. The “Rule of Law” ratings
from the World Bank’s Governance Indicators project are used to fill any values
missing from the primary data source since 1995.
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Protection of property rights

This component is from the Global Competitiveness Report question: “Property rights,
including over financial assets, are poorly defined and not protected by law (=1) or
are clearly defined and well protected by law (= 7)”. This replaces a previous ques-
tion from the Global Competitiveness Report on protection of intellectual property.
World Economic Forum, Global Competitiveness Report.

Military interference in rule of law and politics

This component is based on the International Country Risk Guide Political Risk
Component G, Military in Politics: “A measure of the military’s involvement in
politics. Since the military is not elected, involvement, even at a peripheral level,
diminishes democratic accountability. Military involvement might stem from an
external or internal threat, be symptomatic of underlying difficulties, or be a full-
scale military takeover. Over the long term, a system of military government will
almost certainly diminish effective governmental functioning, become corrupt,
and create an uneasy environment for foreign businesses”.

PRS Group, International Country Risk Guide; World Bank, Governance Indicators.
The “Political Stability and Absence of Violence” ratings from the World Bank’s
Governance Indicators project are used to fill any values missing from the primary
data source since 1995.

Integrity of the legal system

This component is based on the International Country Risk Guide Political Risk
Component I for Law and Order: “Two measures comprising one risk compo-
nent. Each sub-component equals half of the total. The ‘law’ sub-component
assesses the strength and impartiality of the legal system, and the ‘order’ sub-
component assesses popular observance of the law”.

PRS Group, International Country Risk Guide.

Legal enforcement of contracts

This component is based on the World Bank’s Doing Business estimates for the time
and money required to collect a debt. The debt is assumed to equal 200% of the
country’s per-capita income where the plaintiff has complied with the contract
and judicial judgment is rendered in his favor. Zero-to-10 ratings were constructed
for (1) the time cost (measured in number of calendar days required from the
moment the lawsuit is filed until payment); and (2) the monetary cost of the case
(measured as a percentage of the debt). These two ratings were then averaged to
arrive at the final rating for this sub-component. The formula used to calculate the
zero-to-10 ratings was: (Vi — Vi) / (Vinax — Vinin) multiplied by 10. V; represents
the time or money cost value. The values for V,,, and V,,,;, were set at 725 days and
82.3% (1.5 standard deviations above average in 2005) and 62 days (1.5 standard
deviations below average in 2005) and 0%, respectively. Countries with values
outside the V,,, and V,;;;, range received ratings of either zero or 10, accordingly.
World Bank, Doing Business.

Regulatory costs of the sale of real property

This sub-component is based on the World Bank’s Doing Business data on the time
measured in days and monetary costs required to transfer ownership of property
that includes land and a warehouse. Zero-to-10 ratings were constructed for (1) the
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time cost (measured in number of calendar days required to transfer ownership);
and (2) the monetary cost of transferring ownership (measured as a percentage of
the property value). These two ratings were then averaged to arrive at the final rating
for this sub-component. The formula used to calculate the zero-to-10 ratings was:
(Vimax = Vi) / (Vinax — Vinin) multiplied by 10. V; represents the time or money cost
value. The values for V,,, and V;, were set at 265 days and 15% (1.5 standard devia-
tions above average in 2005) and 0 days and 0%, respectively. Countries with values
outside the V., and V,,;;, range received ratings of either zero or 10, accordingly.
World Bank, Doing Business.

Reliability of police

This component is from the Global Competitiveness Report question: “To what
extent can police services be relied upon to enforce law and order in your country?
(1 = Cannot be relied upon at all; 7 = Can be completely relied upon)”.

World Economic Forum, Global Competitiveness Report.

Business costs of crime

This component is from the Global Competitiveness Report question: “To what
extent does the incidence of crime and violence impose costs on businesses in
your country? (1 = To a great extent; 7 = Not at all)”.

World Economic Forum, Global Competitiveness Report.

Sound Money

Money growth

The component measures the average annual growth of the money supply in
the last five years minus average annual growth of real GDP in the last ten years.
Countries where growth of the money supply greatly exceeds growth of real out-
put receive lower ratings. The M1 money supply (basically defined as checkable
deposits plus currency in circulation) figures were used to measure the growth
rate of the money supply. The rating is equal to: (Ve — Vi) / (Vinax — Vinin) mul-
tiplied by 10. V; represents the average annual growth rate of the money supply
during the last five years adjusted for the growth of real GDP during the previ-
ous ten years. The values for V,;;, and V., were set at zero and 50%, respectively.
Therefore, if the adjusted growth rate of the money supply during the last five
years was zero, indicating that money growth was equal to the long-term growth
of real output, the formula generates a rating of 10. Ratings decline as the adjusted
growth of the money supply increases toward 50%. When the adjusted annual
money growth is equal to (or greater than) 50%, a rating of zero results.

World Bank, World Development Indicators; International Monetary Fund, Interna-
tional Financial Statistics; United Nations National Accounts.

Standard deviation of inflation

The component measures the standard deviation of the inflation rate over the last
five years. Generally, the GDP deflator was used as the measure of inflation for
this component. When these data were unavailable, the Consumer Price Index
was used. The following formula was used to determine the zero-to-10 scale rating
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for each country: (Vi = Vi) / (Vimax — Vinin) multiplied by 10. V; represents the
country’s standard deviation of the annual rate of inflation during the last five
years. The values for V;, and V,,,, were set at zero and 25%, respectively. This
procedure will allocate the highest ratings to the countries with the least variation
in the annual rate of inflation. A perfect 10 results when there is no variation in the
rate of inflation over the five-year period. Ratings will decline toward zero as the
standard deviation of the inflation rate approaches 25% annually.

World Bank, World Development Indicators; International Monetary Fund, Interna-
tional Financial Statistics.

Inflation: most recent year

Generally, the CPI was used as the measure of inflation for this component as
it is often available before the GDP deflator is available. When these data were
unavailable, the GDP deflator inflation rate was used. The zero-to-10 country rat-
ings were derived by the following formula: (V,.x — Vi) / (Vinax — Vinin) multiplied
by 10. V; represents the rate of inflation during the most recent year. The values
for Vi, and Vi, were set at zero and 50%, respectively—the lower the rate of
inflation, the higher the rating. Countries that achieve perfect price stability earn
arating of 10. As the inflation rate moves toward a 50% annual rate, the rating for
this component moves toward zero. A zero rating is assigned to all countries with
an inflation rate of 50% or more.

World Bank, World Development Indicators; International Monetary Fund, Interna-
tional Financial Statistics.

Freedom to own foreign currency bank accounts

When foreign currency bank accounts were permissible without any restric-
tions both domestically and abroad, the rating was 10; when these accounts were
restricted, the rating was zero. If foreign currency bank accounts were permissible
domestically but not abroad (or vice versa), the rating was 5.

This component was not updated for the 2014 Annual Report.

International Monetary Fund, Annual Report on Exchange Arrangements and
Exchange Restrictions.

Freedom to Trade Internationally

Tariffs

Revenues from trade taxes (% of trade sector)

This sub-component measures the amount of tax on international trade as a share

of exports and imports. The formula used to calculate the ratings for this sub-
component was: (Vo — Vi) / (Vinax — Vinin) multiplied by 10. V; represents the rev-
enue derived from taxes on international trade as a share of the trade sector. The

values for V;, and V,,,,, were set at zero and 15%, respectively. This formula leads

to lower ratings as the average tax rate on international trade increases. Countries

with no specific taxes on international trade earn a perfect 10. As the revenues

from these taxes rise toward 15% of international trade, ratings decline toward zero.
International Monetary Fund, Government Finance Statistics Yearbook; Interna-
tional Monetary Fund, International Financial Statistics.
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Mean tariff rate

This sub-component is based on the unweighted mean of tariff rates. The formula
used to calculate the zero-to-10 rating for each country was: (V. = Vi) / (Viax —
Vmin) multiplied by 10. V; represents the country’s mean tariff rate. The values for
Vmin 20d V., were set at 0% and 50%, respectively. This formula will allocate a rat-
ing of 10 to countries that do not impose tariffs. As the mean tariff rate increases,
countries are assigned lower ratings. The rating will decline toward zero as the
mean tariff rate approaches 50%. (Note that, except for two or three extreme obser-
vations, all countries have mean tariff rates within this range from 0% to 50%.)
World Trade Organization, World Tariff Profiles.

Standard deviation of tariff rates

Compared to a uniform tariff, wide variations in tariff rates indicate greater efforts
towards central planning of the economy’s production and consumption patterns.
Thus, countries with a greater variation in their tariff rates are given lower ratings.
The formula used to calculate the zero-to-10 ratings for this component was: (Vy,,, —
Vi) / (Vmax = Vinin) multiplied by 10. V; represents the standard deviation of the coun-
try’s tariff rates. The values for V,;;, and V., were set at 0% and 25%, respectively.
This formula will allocate a rating of 10 to countries that impose a uniform tariff. As
the standard deviation of tariff rates increases toward 25%, ratings decline toward
zero. (Note that, except for a few very extreme observations, the standard deviations
of the tariff rates for the countries in our study fall within this 0% to 25% range.)
World Trade Organization, World Tariff Profiles.

Regulatory trade barriers

Non-tariff trade barriers

This sub-component is based on the Global Competitiveness Report survey ques-
tion: “In your country, tariff and non-tariff barriers significantly reduce the ability
of imported goods to compete in the domestic market. 1-7 (best)”. The ques-
tion’s wording has varied slightly over the years. Note, notwithstanding the sub-
component’s title, this indicator captures both tariff and non-tariff barriers.
World Economic Forum, Global Competitiveness Report.

Compliance cost of importing and exporting

This sub-component is based on the World Bank’s Doing Business data on the time
(i-e., non-money) cost of procedures required to import a full 20-foot container
of dry goods that contains no hazardous or military items. Countries where it
takes longer to import or export are given lower ratings. Zero-to-10 ratings were
constructed for (1) the time cost (in hours) associated with border compliance
and documentary compliance when exporting; and (2) the time cost (in hours)
associated with border compliance and documentary compliance when import-
ing. These two ratings were then averaged to arrive at the final rating for this sub-
component. The formula used to calculate the zero-to-10 ratings was: (V. — V)
/ (Vinax — Vinin) multiplied by 10. V; represents the time cost value. The values for
Vmax@nd Vi, were set, respectively, at 228.38 and 0 hours (1.5 standard deviations
above average in 2014 ) for exporting; and 338.00 hours (1.5 standard deviations
below average in 2014) and 0 hours for importing. Countries with values outside
the V., and V,;, range received ratings of either zero or 10, accordingly.

World Bank, Doing Business.

fraserinstitute.org/economic-freedom ® Fraser Institute ©2019



232 « Economic Freedom of the World: 2019 Annual Report

C

Source

Source

ii

Source

fii

Sources

Area 5

Note

Black-market exchange rates

This component is based on the percentage difference between the official and the

parallel (black-market) exchange rate. The formula used to calculate the zero-to-10

ratings for this component was the following: (Ve — Vi) / (Vinax = Vinin) multi-
plied by 10. V; is the country’s black-market exchange-rate premium. The values

for Vi, and V. were set at 0% and 50%, respectively. This formula will allocate a

rating of 10 to countries without a black-market exchange rate; that is, those with a

domestic currency that is fully convertible without restrictions. When exchange-
rate controls are present and a black market exists, the ratings will decline toward

zero as the black-market premium increases toward 50%. A zero rating is given

when the black market premium is equal to, or greater than, 50%.

MRI Bankers’ Guide to Foreign Currency.

Controls of the movement of capital and people

Foreign ownership/investment restrictions

This sub-component is based on the following two questions from the Global
Competitiveness Report: (1) “How prevalent is foreign ownership of companies in
your country? 1= Veryrare, 7 = Highly prevalent”; (2) “How restrictive are regula-
tions in your country relating to international capital flows? 1 = Highly restrictive, 7 =
Notrestrictive at all”. The wording of the questions has varied slightly over the years.
World Economic Forum, Global Competitiveness Report.

Capital controls

The International Monetary Fund reports on up to 13 types of international capital
controls. The zero-to-10 rating is the percentage of capital controls not levied as a
share of the total number of capital controls listed, multiplied by 10.
International Monetary Fund, Annual Report on Exchange Arrangements and
Exchange Restrictions.

Freedom of foreigners to visit

This component measures the percentage of countries for which a country
requires a visa from foreign visitors. It reflects the freedom of foreigners to travel
to this country for tourist and short-term business purposes. The formula used to
calculate the zero-to-10 ratings was: (V; — Vipin) / (Vinax — Vimin) multiplied by 10.
V, represents the component value. The values for V,,, and V,,,;, were set at 47.2 (1
standard deviation above average) and 0. Countries with values outside the V.
and V;, range received ratings of either zero or 10, accordingly.

Robert Lawson and Jayme Lemke (2012). Travel Visas. Public Choice154,1-2:17-36;
authors’ calculations.

Regulation

The rating for Area 5 is calculated as the average of Components 5A, 5B, and 5C.
When there were not enough data to generate ratings in at least two of those com-
ponents, which is common especially in earlier years, the rating for Area 5 was
computed to be 2.5 + 0.50 (X, ), where X, is the average of all the sub-components
in Area 5. This formula was created based on a regression analysis comparing
countries with and without complete data.
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Credit market regulations

Ownership of banks

Data on the percentage of bank deposits held in privately owned banks were used
to construct rating intervals. Countries with larger shares of privately held depos-
its received higher ratings. When privately held deposits totaled between 95%
and 100%, countries were given a rating of 10. When private deposits constituted
between 75% and 95% of the total, a rating of 8 was assigned. When private depos-
its were between 40% and 75% of the total, the rating was 5. When private depos-
its totaled between 10% and 40%, countries received a rating of 2. A zero rating
was assigned when private deposits were 10% or less of the total.

Anginer, D., A. Can Bertay, R. Cull, A. Demirgiic-Kunt, and D. S. Mare (2019).
Bank Regulation and Supervision Ten Years after the Global Financial Crisis. Policy
Research Working Paper (forthcoming), World Bank; World Bank, Bank Regulation
and Supervision Survey; James R. Barth, Gerard Caprio, and Ross Levine (2006).
Rethinking Bank Regulation: Till Angels Govern. Cambridge University Press.

Private sector credit

This sub-component measures the extent of government borrowing relative to
private-sector borrowing. Greater government borrowing indicates more central
planning and results in lower ratings. If available, this sub-component is calcu-
lated as the government fiscal deficit as a share of gross saving. The formula used
to derive the country ratings for this sub-component was (Vs — Vi) / (Vipax —
Vmin) multiplied by 10. V; is the [absolute value of the] deficit to gross savings
ratio, and the values for V. and V;, are set at 100% and 0%, respectively. The
formula allocates higher ratings as the deficit gets smaller (that is, closer to zero)
relative to gross saving.

If the deficit data are not available, the component is instead based on the share
of private credit to total credit extended in the banking sector. Higher values are
indicative of greater economic freedom. Thus, the formula used to derive the
country ratings for this sub-component was (V; — Vi,in) / (Vinax — Vinin) multiplied
by 10. V; is the share of the country’s total domestic credit allocated to the private
sector and the values for V., and V,;;, are set at 99.9% and 10.0%, respectively.
The 1990 data were used to derive the maximum and minimum values for this
component. The formula allocates higher ratings as the share of credit extended
to the private sector increases.

World Bank, World Development Indicators; World Economic Forum, Global Com-
petitiveness Report; International Monetary Fund, International Financial Statistics.

Interest rate controls/negative real interest rates

Data on credit-market controls and regulations were used to construct rating inter-
vals. Countries with interest rates determined by the market, stable monetary pol-
icy, and reasonable real-deposit and lending-rate spreads received higher ratings.
When interest rates were determined primarily by market forces as evidenced by
reasonable deposit and lending-rate spreads, and when real interest rates were
positive, countries were given a rating of 10. When interest rates were primarily
market-determined but the real rates were sometimes slightly negative (less than
5%) or the differential between the deposit and lending rates was large (8% or
more), countries received a rating of 8. When the real deposit or lending rate was
persistently negative by a single-digit amount or the differential between them
was regulated by the government, countries were rated at 6. When the deposit
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and lending rates were fixed by the government and the real rates were often nega-
tive by single-digit amounts, countries were assigned a rating of 4. When the real
deposit or lending rate was persistently negative by a double-digit amount, coun-
tries received a rating of 2. A zero rating was assigned when the deposit and lend-
ing rates were fixed by the government and real rates were persistently negative by
double-digit amounts or hyperinflation had virtually eliminated the credit market.
World Bank, World Development Indicators; International Monetary Fund, Interna-
tional Financial Statistics; CIA, The World Factbook.

Labor market regulations

Hiring regulations and minimum wage

This sub-component is based on the “Employing Workers” section of the World
Bank’s Doing Business and uses the following components: (1) whether fixed-term
contracts are prohibited for permanent tasks; (2) the maximum cumulative dura-
tion of fixed-term contracts; and (3) the ratio of the minimum wage for a trainee
or first-time employee to the average value added per worker. An economy is
assigned a score of 1 if fixed-term contracts are prohibited for permanent tasks
and a score of 0 if they can be used for any task. A score of 1 is assigned if the maxi-
mum cumulative duration of fixed-term contracts is less than 3 years; 0.5 if it is 3
years or more but less than S years; and 0 if fixed-term contracts can last 5 years
or more. Finally, a score of 1 is assigned if the ratio of the minimum wage to the
average value added per worker is 0.75 or more; 0.67 for a ratio of 0.50 or more
but less than 0.75; 0.33 for a ratio of 0.25 or more but less than 0.50; and 0 for a
ratio of less than 0.25.

World Bank, Doing Business.

Hiring and firing regulations

This sub-component is based on the Global Competitiveness Report question: “The
hiring and firing of workers is impeded by regulations (= 1) or flexibly determined
by employers (= 7)”. The question’s wording has varied over the years.

World Economic Forum, Global Competitiveness Report.

Centralized collective bargaining

This sub-component is based on the Global Competitiveness Report question: “Wages
in your country are set by a centralized bargaining process (= 1) or up to each indi-
vidual company (= 7)”. The wording of the question has varied over the years.
World Economic Forum, Global Competitiveness Report.

Hours regulations

This sub-component is based on the “Employing Labor” section in the World
Bank’s Doing Business, uses the following five components: (1) whether there are
restrictions on night work; (2) whether there are restrictions on holiday work;
(3) whether the length of the work week can be 5.5 days or longer; (4) whether
there are restrictions on overtime work; and (5) whether the average paid annual
leave is 21 working days or more. For each question, when the regulations apply,
a score of 1 is given. If there are no restrictions, the economy receives a score of
0. The zero-to-10 rating is based on how many of these regulations are in place: 0
regulations results in a rating of 10; 1 regulation results in a rating of 8; and so on.
World Bank, Doing Business.
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Mandated cost of worker dismissal

This sub-component is based on the World Bank’s Doing Business data on the
cost of the advance notice requirements, severance payments, and penalties due
when dismissing a redundant worker with 10-years tenure. The formula used to
calculate the zero-to-10 ratings was: (Vo — Vi) / (Vinax — Vinin) multiplied by 10.
V, represents the dismissal cost (measured in weeks of wages). The values for V,,,,
and V;, were set at 58 weeks (1.5 standard deviations above average in 2005)
and 0 weeks, respectively. Countries with values outside the V., and V,;, range
received ratings of either zero or 10, accordingly.

World Bank, Doing Business.

Conscription

Data on the use and duration of military conscription were used to construct rat-
ing intervals. Countries with longer conscription periods received lower ratings. A
rating of 10 was assigned to countries without military conscription. When length
of conscription was six months or less, countries were given a rating of 5. When
length of conscription was more than six months but not more than 12 months,
countries were rated at 3. When length of conscription was more than 12 months
but not more than 18 months, countries were assigned a rating of 1. When con-
scription periods exceeded 18 months, countries were rated zero. If conscription
was present but apparently not strictly enforced or the length of service could
not be determined, the country was given a rating of 3. In cases where it is clear
conscription is never used, even though it may be possible, a rating of 10 is given.
If a country’s mandated national service includes clear non-military options, the
country was given a rating of 5.

International Institute for Strategic Studies, The Military Balance; War Resisters
International, World Survey of Conscription and Conscientious Objection to Military
Service; additional online sources used as necessary.

Business regulations

i Administrative requirements

This sub-component is based on the Global Competitiveness Report question:
“Complying with administrative requirements (permits, regulations, reporting)
issued by the government in your country is (I = burdensome, 7 = not burden-
some)”. The question’s wording has varied slightly over the years.

World Economic Forum, Global Competitiveness Report.

Bureaucracy costs

This sub-component is based on the “Regulatory Burden Risk Ratings” from
THS Markit, which measures “[t]he risk that normal business operations become
more costly due to the regulatory environment. This includes regulatory com-
pliance and bureaucratic inefficiency and/or opacity. Regulatory burdens vary
across sectors so scoring should give greater weight to sectors contributing
the most to the economy”. The raw scores range, roughly, from 0 to 7, with
higher values indicating greater risk. The formula used to calculate the zero-
to-10 ratings was: (Vi — Vi) / (Vinax — Vimin) multiplied by 10. V; is the country’s
Regulatory Burden rating, while the V., and V,;;;, were set at 5 and 0.5, respec-
tively. These ratings were first published for 2014, and the 2014 ratings were used
for 2012-2013.
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This source replaces that used previously, the World Economic Forum’s Global
Competitiveness Report question: “Standards on product/service quality, energy
and other regulations (outside environmental regulations) in your country are:
(1 = Lax or non-existent, 7 = among the world’s most stringent)”.

THS Markit.

Starting a business

This sub-component is based on the World Bank’s Doing Business data on the
amount of time and money it takes to start a new limited-liability business.
Countries where it takes longer or is more costly to start a new business are given
lower ratings. Zero-to-10 ratings were constructed for three variables: (1) time
(measured in days) necessary to comply with regulations when starting a limited-
liability company; (2) money costs of the fees paid to regulatory authorities (mea-
sured as a share of per-capita income); and (3) minimum capital requirements,
that is, funds that must be deposited into a company bank account (measured as
a share of per-capita income). These three ratings were then averaged to arrive at
the final rating for this sub-component. The formula used to calculate the zero-
to-10 ratings was: (Vo — Vi) / (Vinax — Vinin) multiplied by 10. V; represents the
variable value. The values for V,,,, and V,,,;, were set at 104 days, 317%, and 1,017%
(1.5 standard deviations above average in 2005) and 0 days, 0%, and 0%, respec-
tively. Countries with values outside the V,,, and V,;;;, range received ratings of
either zero or 10, accordingly.

World Bank, Doing Business.

Extra payments/ bribes / favoritism

This sub-component is based on the Global Competitiveness Report questions: (1)
“In your industry, how commonly would you estimate that firms make undocu-
mented extra payments or bribes connected with the following: A — Import and
export permits; B — Connection to public utilities (e.g., telephone or electricity);
C - Annual tax payments; D - Awarding of public contracts (investment proj-
ects); E - Getting favourable judicial decisions. Common (= 1), Never occur (=
7)”. (2) “Do illegal payments aimed at influencing government policies, laws or
regulations have an impact on companies in your country? 1 = Yes, significant
negative impact, 7 = No, no impact at all”. (3) “To what extent do government
officials in your country show favouritism to well-connected firms and individ-
uals when deciding upon policies and contracts? 1 = Always show favouritism,
7 = Never show favouritism”. The wording of the questions has varied slightly
over the years.

World Economic Forum, Global Competitiveness Report.

Licensing restrictions

This sub-component is based on the World Bank’s Doing Business data on the time
in days and monetary costs required to obtain a license to construct a standard
warehouse. Zero-to-10 ratings were constructed for (1) the time cost (measured in
number of calendar days required to obtain a license) and (2) the monetary cost of
obtaining the license (measured as a share of per-capita income). These two rat-
ings were then averaged to arrive at the final rating for this sub-component. The
formula used to calculate the zero-to-10 ratings was: (Ve — Vi) / (Vimax = Vinin)

Fraser Institute ©2019 ® fraserinstitute.org/economic-freedom



Source

vi

Source

Appendix: Explanatory Notes and Data Sources ¢ 237

multiplied by 10. V; represents the time or money cost value. The values for V,,,
and V;, were set at 363 days and 2,763% (1.5 standard deviations above average
in 2005) and 56 days (1.5 standard deviations below average in 2005) and 0%,
respectively. Countries with values outside the V,,,, and V;, range received rat-
ings of either zero or 10, accordingly.

World Bank, Doing Business.

Cost of tax compliance

This sub-component is based on the World Bank’s Doing Business data on the
time required per year for a business to prepare, file, and pay taxes on corporate
income, value added or sales taxes, and taxes on labor. The formula used to cal-
culate the zero-to-10 ratings was: (Vo — Vi) / (Vinax — Vinin) multiplied by 10. V;
represents the time cost (measured in hours) of tax compliance. The values for
Vmax and Vi, were set at 892 hours (1.5 standard deviations above average in 2005)
and 0 hours, respectively. Countries with values outside the V,,,, and V,;, range
received ratings of either zero or 10, accordingly.

World Bank, Doing Business.

fraserinstitute.org/economic-freedom ® Fraser Institute ©2019



Fraser Institute ©2019 ® fraserinstitute.org/economic-freedom



Economic Freedom of the World: 2019 Annual Report « 239
About the Authors

James D. Gwartney

James D. Gwartney is a Professor of Economics at Florida State University, where
he holds the Gus A. Stavros Eminent Scholar Chair. He is the coauthor of Eco-
nomics: Private and Public Choice (Cengage/South-Western Press, 2017), a widely
used principles of economics text now in its 16t edition, and an economics primer,
Common Sense Economics: What Everyone Should Know about Wealth and Pros-
perity (St. Martin’s Press, 2016). His publications have appeared in scholarly
journals, including the American Economic Review, Journal of Political Economy,
Southern Economic Journal, Kyklos, and Journal of Institutional and Theoretical
Economics. During 1999-2000, he served as Chief Economist of the Joint Eco-
nomic Committee of the US Congress. He is a past President of the Southern
Economic Association and the Association of Private Enterprise Education. His
Ph.D. in economics is from the University of Washington.

Robert A. Lawson

Robert Lawson holds the Jerome M. Fullinwider Endowed Centennial Chair in
Economic Freedom and is the Director of the O’Neil Center for Global Markets
and Freedom in the Cox School of Business at Southern Methodist University. A
Senior Fellow at the Fraser Institute, Lawson has numerous professional publica-
tions in journals such as Public Choice, Journal of Economic Behavior and Organi-
zation, Cato Journal, Kyklos, Journal of Labor Research, Journal of Institutional and
Theoretical Economics, and European Journal of Political Economy. Prof. Lawson
has served as president of the Association of Private Enterprise Education and is
a member of the Mont Pelerin Society. He earned his B.S. in economics from the
Honors Tutorial College at Ohio University and his M.S. and Ph.D. in economics
from Florida State University.

Joshua C. Hall

Joshua C. Hall is a professor of economics and Director of the Center for Free
Enterprise in the College of Business and Economics at West Virginia University.
He earned his bachelor and master degrees in economics from Ohio University
and his Ph.D. from West Virginia University in 2007. Prior to returning to his alma
mater, he was the Elbert H. Neese, Jr. Professor of Economics at Beloit College.
Prof. Hall is a Past President of the Association of Private Enterprise Education
and is also a Senior Fellow at the Fraser Institute. He is author of over 100 articles
in journals such as Public Choice, Economic Inquiry, Contemporary Economic Pol-
icy, Journal of Economic Behavior and Organization, Southern Economic Journal,
and Public Finance Review.

Ryan Murphy

Ryan Murphy is a Research Associate Professor at the O’Neil Center for Global Mar-
kets and Freedom at SMU Cox School of Business. He received his B.A. in econom-
ics from Boston College and M.S. and Ph.D. in economics from Suffolk University.
His research has appeared in publications such as American Journal of Agricultural
Economics, Public Choice, Public Health, Rationality & Society, and Human Events.

fraserinstitute.org/economic-freedom ® Fraser Institute ©2019



240 « Economic Freedom of the World: 2019 Annual Report
About the Contributors

Daniel L. Bennett

Daniel L. Bennett is a Research Professor at the John F. Baugh Center for Entrepre-
neurship & Free Enterprise at Baylor University. Prior to joining Baylor University,
he was a Transfer Pricing Economist at PwC and an Assistant Professor of Econom-
ics at Patrick Henry College. He has a Ph.D. in Economics from Florida State Uni-
versity and undergraduate and master’s degrees from Ohio University. His research

examines the links between institutions and public policy, entrepreneurship, and

economic development. His work has been published in peer-reviewed journals

such as Contemporary Economic Policy, Empirical Economics, European Journal of
Political Economy, Journal of Institutional Economics, Journal of Regional Analysis &
Policy, Journal of Business Venturing, Social Philosophy & Policy, Small Business Eco-
nomics, and World Development. Additionally, he has published chapters in edited

volumes for Cambridge University Press and Edward Elgar; essays and policy anal-
yses for think tanks such as the Center for College Affordability and Productivity,
Institute for Economic Affairs, Institute for Faith, Work, and Economics, and the

Manbhattan Institute for Policy Research; as well as op-eds in popular media outlets

such as Forbes, The Hill, Richmond Times-Dispatch, and The New York Times.

Rosemarie Fike

Rosemarie Fike is an Instructor of Economics at Texas Christian University and
a Senior Fellow of the Fraser Institute. She received her M. A. in Economics at
George Mason University, and her Ph.D. in Economics at Florida State Univer-
sity. She is an alumna of the Mercatus Center’s M. A. Fellowship and Adam Smith
Fellowship programs. Her current research focuses on understanding the effects
that different types of economic institutions have on the lives and status of women.
She is the author of the Fraser Institute’s annual report, Women and Progress, and,
in 2017, she received the Addington Prize for Measurement. Her scholarly work
has been published in the Eastern Economics Journal, Journal of Economic Educa-
tion, and Journal of Benefit/Cost Analysis. She has published opinion editorials in
news outlets such as US News and World Report, The Hill, and Roll Call.

Fred McMahon

Fred McMahon is a Fraser Institute Resident Fellow and holder of the Dr. Michael
A. Walker Research Chair in Economic Freedom. He has an M. A. in Economics
from McGill University. Mr. McMahon manages the Economic Freedom of the
World Project and coordinates the Economic Freedom Network, an international
alliance of over 100 think-tank partners in about 100 nations and territories. His
research focuses on global issues such as development, trade, governance, and
economic structure. Mr. McMahon is the author of numerous research articles
and several books including, Looking the Gift Horse in the Mouth: The Impact of
Federal Transfers on Atlantic Canada, which won the Sir Antony Fisher Inter-
national Memorial Award for advancing public-policy debate, Road to Growth:
How Lagging Economies Become Prosperous, and Retreat from Growth: Atlantic
Canada and the Negative Sum Economy. He has written for numerous publica-
tions including the European Journal of Political Economy, SAIS Journal (School

Fraser Institute ©2019 ® fraserinstitute.org/economic-freedom



Economic Freedom of the World: 2019 Annual Report « 241

of Advanced International Studies, Johns Hopkins University), Wall Street Journal,
Policy Options, National Post, Time (Canada), Globe and Mail, Ottawa Citizen, and

most other major Canadian newspapers. Recent research articles of which he has

been the author or a co-author include: Economic Freedom of North America, Que-
bec Prosperity: Taking the Next Step, The Unseen Wall: The Fraser Institute’s Annual
Trade Survey, and Economic Freedom of the Arab World.

Boris Nikolaev

Boris Nikolaev is an Assistant Professor of Entrepreneurship in the Hankamer
School of Business, a Research Associate with the Baugh Center for Entrepre-
neurship & Free Enterprise, and Director of the McLane Scholars Program at Bay-
lor University. Prior to joining Baylor University, he was an Assistant Professor of
Economics at Oxford College of Emory University. He received his Ph.D. in Eco-
nomics from the University of South Florida and his B.S. from Manchester College
(Economics, Mathematics and Philosophy). His research interests include public
policy, applied microeconomics, entrepreneurship, economic development, new
institutional economics, and mental health and well-being. He has published over
30 journal articles in variety of interdisciplinary journals including premiere jour-
nals in business and organizational behavior such as the Journal of Business Ventur-
ing, Entrepreneurship Theory and Practice, and Strategic Entrepreneurship Journal.
He has won numerous research and teaching awards including the CEI Research
Excellence award at Baylor University, the William H. Fox Award for Emerging
Excellence at Emory University, and the Provost Award for Outstanding Teaching
at the University of South Florida. He is currently serving on the editorial review
board of the Journal of Business Venturing, Entrepreneurship Theory and Practice,
and Journal of Entrepreneurship and Public Policy.

Acknowledgments

As always, we are grateful for the leadership and enduring support of the Fraser
Institute, especially its president Niels Veldhuis, executive vice-president Jason
Clemens, and our long-time partner and friend Fred McMahon, who holds the
Institute’s Dr. Michael A. Walker Research Chair in Economic Freedom. With-
out the assistance and guidance of both Michael Walker, co-founder of the Fraser
Institute, and the late Milton Friedman, this project would never have gotten off
of the ground. The too-numerous-to-name members of the Economic Freedom
Network again provided valuable support for this report. Our thanks also go to
Kathy Makinen of Florida State University for research assistance.

We thank the Charles Koch Foundation and the Searle Freedom Trust for their
financial support.

James Gwartney, Robert Lawson, Joshua Hall & Ryan Murphy

fraserinstitute.org/economic-freedom ® Fraser Institute ©2019



242 « Economic Freedom of the World: 2019 Annual Report

Afghanistan
Albania
Argentina
Armenia
Australia
Austria
Azerbaijan
Bahamas
Bangladesh
Belarus
Belgium
Bolivia
Bosnia and Herzegovina
Brazil
Bulgaria
Burkina Faso
Canada
Chile

China
Colombia
Costa Rica
Céte d'lvoire
Croatia
Czech Republic
Denmark
Dominican Republic
Ecuador
Egypt
Ethiopia
Finland
France
Georgia
Germany

Ghana

The Economic Freedom Network

Co-publishers of Economic Freedom of the World

Afghanistan Economic and Legal Studies Organization (AELSO)
Albanian Center for Economic Research (ACER)

Fundacion Libertad

Centre of Political, Legal and Economic Research and Forecasting (PLERF)
Institute of Public A airs

TIGRA

Center for Economic and Political Research

The Nassau Institute

Making Our Economy Right (MOER)

Scientific Research Mises Center

The Ludwig von Mises Institute-Europe

Politica Publicas para la Libertad (POPULI)

Center for Advancement of Free Enterprise

Instituto Liberal do Rio de Janeiro

Institute for Market Economics

Le Centre des A aires Humaines (CEDAH)

The Fraser Institute

Instituto Libertad y Desarrollo

Center for China & Globalization

Instituto de Ciencia Politica

Instituto para la Libertad y el Analisis de Politicas

Audace Institut Afrique

The Institute of Economics

Liberalni Institut

Center for Politiske Studier (CEPOS)

CREES (Centro Regional de Estrategias Economicas Sostenibles)
Instituto Ecuatoriano de Economia Politica

The Egyptian Center for Public Policy Studies (ECPPS)
Teachings of Entrepreneurship on Antipoverty Movement (TEAM)
Libera Foundation

Institut Economique Molinari

New Economic School - Georgia

Liberales Institut

The Institute of Economic A airs

Fraser Institute ©2019 ® fraserinstitute.org/economic-freedom



Greece
Guatemala
Haiti
Honduras
Hong Kong
Hungary
Iceland
India
Indonesia
Irag

Israel

[taly

Jordan
Kazakhstan
Kenya
Korea, South
Kosovo
Kyrgyz Republic
Lithuania
Malaysia
Mali

Mexico
Mongolia
Montenegro
Nambia
Nepal

New Zealand
Nicaragua
Nigeria
North Macedonia
Norway
Oman
Pakistan
Palestine
Panama
Paraguay
Peru
Philippines
Poland

Economic Freedom of the World: 2019 Annual Report « 243

KeFiM - Center for Liberal Studies — Markos Dragoumis
Centro de Investigaciones Econémicas Nacionales
Catch Up Haiti

Fundacion Eléutera

Hong Kong Centre for Economic Research

Free Market Foundation

Centre for Social and Economic Research (RSE)
Centre for Civil Society

Institute for Development of Economics and Finance
Iraqi Institute for Economic Reform

Jerusalem Institute for Market Studies

Centro Einaudi

Young Entrepreneurs Association

IDEA (Institute for Development and Economic A airs)
Eastern Africa Policy Centre

Center for Free Enterprise

Group for Legal and Political Studies

CAFMI (Central Asian Free Market Institute)

Lithuanian Free Market Institute

Institute for Democracy and Economic A airs (IDEAS)
The Centre Kassoum Coulibaly

Caminos de la Libertad

Open Society Forum

The Institute for Entrepreneurship and Economic Development (IPER)
The Chevauchee Foundation

Samriddi, The Prosperity Foundation

The New Zealand Initiative

Nicaraguan Foundation for Economic and Social Development (FUNIDES)
Initiative of Public Policy Analysis

The Institute for Research and European Studies (IRES)
Center for Business and Society Incorporated (Civita)
International Research Foundation (IRF)

Alternate Solutions Institute

Pal-Think for Strategic Studies

Fundacion Libertad

The Fundacion Issos para la Libertad y el Desarrollo
Centro de Investigacion y Estudios Legales (CITEL)
Center for Research and Communication

Centrum IM. Adama Smitha

fraserinstitute.org/economic-freedom ® Fraser Institute ©2019



244 « Economic Freedom of the World: 2019 Annual Report

Portugal
Romania

Russia

Serbia
Singapore
Slovak Republic
Slovenia

South Africa
Spain

Sri Lanka
Sudan

Sweden
Switzerland
Tajikistan
Tanzania
Trinidad and Tobago
Turkey

Ukraine

United Kingdom
United States of America
Uruguay
Venezuela

Zambia

Causa Liberal

Center for Institutional Analysis and Development Eleutheria (CADI)
Institute of Economic Analysis (IEA)
Libertarian Club - Libek

Adam Smith Center

The F.A. Hayek Foundation

Visio Institute

The Free Market Foundation (Southern Africa)
Fundacio Catalunya Oberta

The Pathfinder Foundation

Nile Institute of Economic Studies

Timbro

Liberales Institut

Tajikistan Free Market Centre

Uhuru Initiative for Policy & Education

Arthur Lok Jack Graduate School of Business, The University of the West Indies

Association for Liberal Thinking

Bendukidze Free Market Center

Institute of Economic A airs (IEA)

Cato Institute

Centro de Estudios para el Desarrollo

Center for the Dissemination of Economic Knowledge (CEDICE)

Zambia Institute for Public Policy Analysis (ZIPPA)

Fraser Institute ©2019 ® fraserinstitute.org/economic-freedom



Albania
Argentina
Armenia

Brazil

Colombia

Croatia

Ghana

Hong Kong
Indonesia
Mongolia

Montenegro

Pakistan
Paraguay
Sri Lanka
Tanzania

Turkey

Ukraine

United States of America

Associate members

Economic Freedom of the World: 2019 Annual Report « 245

The Economic Freedom Network accepts only one member per jurisdiction as a full member

of the network and co-publisher of the report but the network also has a number of associate

members. Although they are not co-publishers of Economic Freedom of the World, they work

with the network and the Fraser Institute on special projects to promote economic freedom.

Foundation for Economic Freedom

Libertad y Progreso

Wide Opportunities Youth Non-Governmental Organization (WO YNGO)

Estudantes Pela Liberdade

Centro Mackenzie de Liberdade Econdmica

Instituto Liberdade

Centro para la Libre Iniciativa

Centre for Public Policy and Economic Analysis (CEA) and

Association for Individual Liberty “lustitia”

IMANI Center for Policy & Education
Institute for Liberty and Policy Innovation (ILAPI)

The Lion Rock Institute

The Center for Indonesian Policy Studies (CIPS)

Mongolian National Chamber of Commerce and Industry

The Lucha Institute

Policy Research Institute of Market Economy (PRIME)

Instituto Fernando de la Mora

Advocata Institute

Liberty Sparks

Ozgiirlilk Arastirmalari Dernegi

Easy Business

Ukrainian Center for Independent Political Research

Ukrainian Economic Freedoms Foundation (UEFF)

Atlas Network
Independent Institute

William J. O'Neil Center for Global Markets and Freedom

fraserinstitute.org/economic-freedom ® Fraser Institute ©2019



Fraser Institute ©2019 ® fraserinstitute.org/economic-freedom



	Executive Summary
	Data available to researchers

	Chapter 1: Economic Freedom of the World in 2017
	Chapter 2: Country Data Tables
	Albania
	Algeria
	Angola
	Argentina
	Armenia
	Australia
	Austria
	Azerbaijan
	Bahamas
	Bahrain
	Bangladesh
	Barbados
	Belarus
	Belgium
	Belize
	Benin
	Bhutan
	Bolivia
	Bosnia and Herzegovina
	Botswana
	Brazil
	Brunei Darussalam
	Bulgaria
	Burkina Faso
	Burundi
	Cambodia
	Cameroon
	Canada
	Cape Verde
	Central African Republic
	Chad
	Chile
	China
	Colombia
	Congo, Democratic Republic
	Congo, Republic of
	Costa Rica
	Côte d’Ivoire
	Croatia
	Cyprus
	Czech Republic
	Denmark
	Dominican Republic
	Ecuador
	Egypt
	El Salvador
	Estonia
	Eswatini
	Ethiopia
	Fiji
	Finland
	France
	Gabon
	Gambia, The
	Georgia
	Germany
	Ghana
	Greece
	Guatemala
	Guinea
	Guinea-Bissau
	Guyana
	Haiti
	Honduras
	Hong Kong
	Hungary
	Iceland
	India
	Indonesia
	Iran
	Iraq
	Ireland
	Israel
	Italy
	Jamaica
	Japan
	Jordan
	Kazakhstan
	Kenya
	Korea, South
	Kuwait
	Kyrgyz Republic
	Laos
	Latvia
	Lebanon
	Lesotho
	Liberia
	Libya
	Lithuania
	Luxembourg
	Madagascar
	Malawi
	Malaysia
	Mali
	Malta
	Mauritania
	Mauritius
	Mexico
	Moldova
	Mongolia
	Montenegro
	Morocco
	Mozambique
	Myanmar
	Namibia
	Nepal
	Netherlands
	New Zealand
	Nicaragua
	Niger
	Nigeria
	North Macedonia
	Norway
	Oman
	Pakistan
	Panama
	Papua New Guinea
	Paraguay
	Peru
	Philippines
	Poland
	Portugal
	Qatar
	Romania
	Russia
	Rwanda
	Saudi Arabia
	Senegal
	Serbia
	Seychelles
	Sierra Leone
	Singapore
	Slovak Republic
	Slovenia
	South Africa
	Spain
	Sri Lanka
	Sudan
	Suriname
	Sweden
	Switzerland
	Syria
	Taiwan
	Tajikistan
	Tanzania
	Thailand
	Timor-Leste
	Togo
	Trinidad and Tobago
	Tunisia
	Turkey
	Uganda
	Ukraine
	United Arab Emirates
	United Kingdom
	United States
	Uruguay
	Venezuela
	Vietnam
	Yemen, Republic
	Zambia
	Zimbabwe

	Chapter 3: Economic Freedom of the World in the 1950s and 1960s
	Chapter 4: Economic Freedom, Public Policy, and Entrepreneurship
	Appendix: Explanatory Notes and Data Sources
	About the Authors
	About the Contributors
	Acknowledgments
	The Economic Freedom Network

