Executive Highlights

ince its inception in 1995, the Index of Eco-

nomic Freedom has provided an economic

policy road map for countries that aspire
to greater economic dynamism and prosper-
ity. The rules are not complicated. As the Index
has documented over the past 22 years, lasting
prosperity is a result of a persistent commit-
ment to limited government, strong private
property rights, openness to global trade and
financial flows, and sensible regulation. Togeth-
er, these interrelated factors have been proven
to empower the individual and induce dynamic
entrepreneurial activity.

KEY FINDINGS OF THE 2016 INDEX

The 2016 Index of Economic Freedom analyzes
economic policy developments related to eco-
nomic freedom in 186 economies.

e Economies rated “free” or “mostly free” enjoy
incomes that are over twice the average levels
in all other countries and more than four times
higher than the incomes of “repressed” econo-
mies. Nations with higher degrees of economic
freedom prosper because they capitalize more
fully on the ability of the free-market system

to generate and reinforce dynamic growth
through efficient resource allocation, value
creation, and innovation.

 In addition to enjoying higher levels of pros-
perity, people in economically free societ-
ies live longer. They have better health. They
are able to be better stewards of the environ-
ment, and they push forward the frontiers of
human achievement in science and technol-
ogy through innovation.

 Itisnotable that nations that have focused on
improving their competitiveness and open-
ing their societies to new ideas, products, and
innovations have done a much better job of
achieving the high levels of social progress
that their citizens demand. It is not massive
redistributions of wealth or government dic-
tates on income levels that produce the most
positive social outcomes. Instead, mobility
and progress require lower barriers to entry,
freedom to engage with the world, and less
government control.

» Asmeasured in the 2016 Index, global econom-
ic freedom has advanced for the fourth year in
arow. The world average economic freedom
score for 178 economies across sixregions that



were numerically rated by the Index recorded
an overall average improvement of 0.3 point
from the previous year.

The global average economic freedom score
of 60.7 is the highest recorded in the 22-year
history of the Index. It is noteworthy that
despite recent policy missteps by many coun-
tries in responding to the global economic
slowdown, the free-market system continues
to flourish, accepted by governments around
the world as the system most likely to improve
the well-being of their populations and elimi-
nate poverty.

Over the period covered by the 2016 Index
(mid-2014 to mid-2015), scores improved
in half of the measured economic freedoms.
Investment freedom improved by one pointon
average, while ratings for the control of public
spending and freedom from corruption were
higher by an average of 0.8 point and 0.7 point,
respectively. Both monetary freedom and
trade freedom also recorded improvements.
The erosion of economic freedom was most
pronounced in labor freedom. The average
global labor freedom score fell by 1.6 point,
reflecting still-stagnant employment condi-
tions around the world as well as the pressing
necessity of enhancing the flexibility of labor
markets. The average property rights score
also declined slightly, while no score changes
were recorded in fiscal freedom, business free-
dom, or financial freedom.

Ofthe 178 economies ranked in the 2016 Index,
five (Hong Kong, Singapore, New Zealand,
Switzerland, and Australia) earned the des-
ignation of “free” with scores above 80. The
next 33 countries, with scores between 70 and
80, are considered “mostly free.” Countries in
these groups, joined this year by Botswana, the
Bahamas, and Latvia, have created and sus-
tained institutional environments in which
individuals and private enterprises enjoy a
substantial degree of economic freedomin the
pursuit of greater opportunity and prosperity.
The largest portion of the countries grad-
ed—116 economies—have economic freedom
scores between 50 and 70. Of those, 54 econo-
mies are considered “moderately free” (scores

of 60-70), and 62 are considered “mostly
unfree” (scores of 50-60). Twenty-four coun-
tries have “repressed” economies with scores
below 50.

Ninety-seven countries, the majority of which
are less developed, gained greater economic
freedom over the past year; 32 countries,
among them Burma, Germany, India, Israel,
Lithuania, the Philippines, Poland, and Viet-
nam, achieved their highest economic free-
dom scores ever in the 2016 Index. Twelve
of these 32 countries are located in Sub-
Saharan Africa.

Score improvements in eight countries were
significant enough to merit upgrades in the
countries’ economic freedom status in the
Index. Notably, Latvia became a “mostly free”
economy for the first time, while Botswana and
the Bahamasregained “mostly free” status. Two
Sub-Saharan African countries, Cote d’Ivoire
and Seychelles, have advanced into the ranks
of the “moderately free,” and three countries
(Algeria, Lesotho, and Micronesia) have moved
out of the status of economically “repressed.”
Declining economic freedom was reported in
74 countries, including 19 advanced economies
such as the United States, Japan, and Sweden.
Six countries recorded no score change.

2016 ECONOMIC

FREEDOM RANKINGS

Notable developments in the 2016 Index

rankings include the following;:

Within the top five freest economies, Switzer-
land is the only economy whose overall score
did notdecline in the 2016 Index. Outperform-
ing Australia, the competitive Swiss economy
has moved into fourth place, less than a point
behind New Zealand.

With the United Kingdom replacing Mauritius
as the 10th freest economy, the world’s top 10
freest economies in the 2016 Index consist
of four Asia-Pacific economies (Hong Kong,
Singapore, New Zealand and Australia); four
European economies (Switzerland, Ireland,
Estonia, and the United Kingdom); and one
country each from North America (Canada)
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and the South and Central America/Carib-
bean region (Chile).

The United States continues tobe mired in the
ranks of the “mostly free,” the second-tier eco-
nomic freedom category into which the U.S.
dropped in 2010. Worse, with scores in labor
freedom, business freedom, and fiscal free-
dom notably declining, the economic freedom
of the United States plunged 0.8 point to 75.4,
matching its lowest score ever.

The three Baltic states—Estonia (9th), Lithua-
nia (13th), and Latvia (36th) —continue to gain
economic freedom. Overcoming recessions
following the global financial turmoil, these
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countries have maintained and reinforced
their openness to global markets, further
reformed their economies, and shrunk the
size of their governments. Each has advanced
its economic freedom every year since 2012.
Progress among the so-called BRICS nations
(Brazil, Russia, India, China, and South
Africa) has stalled, except in India, which
improved by 1.6 points. Russia plunged 10
places in the rankings to 153rd, with its score
deteriorating by 1.5 points. The rankings of
the other BRICS countries—South Africa,
Brazil, and China—declined to 80th, 122nd,
and 144th, respectively.
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1 HongKong 886 A 90 740 926 907 974 80 88 900 90 90
2 Singapore 8/8 16 900 840 912 901 90 97 88 900 8 80
3 New Zealand 86 -05 90 90 710 460 94 89 881 &2 80 80
4 Switzerland 80 05 90 80 709 663 82 721 88 900 8 80
5 Australia 803 -1 900 800 632 620 84 772 82 84 80 90
6 Canada 80 -1 90 80 800 504 88 726 /69 80 80 80
7 Chile /77 -08 80 730 748 81 721 643 89 864 8 /70
8 Ireland /7307 900 740 736 503 796 721 85 80 90 70
9  Estonia 772 04 900 60 89 549 90 572 82 80 90 80
10 United Kingdom /%4 06 90 B0 649 390 8.0 718 b4 80 N0 80
T United States 54 -08 800 740 656 547 847 94 770 8O 70 70
12 Denmark /A3 10 950 920 395 23 954 8.0 844 80 90 80
13 Lithuania /A2 05 650 580 929 638 800 600 846 80 80 80
14 Taiwan A7 04 700 610 761 87 92 538 82 84 5 60
15 Mauritius A7 A7 600 540 920 85 775 650 787 86 80 70
16 Netherlands 46 09 900 80 527 344 800 640 84 80 90 80
17 Germany A4 06 90 790 615 413 900 506 83 80 90 70
18 Bahrain 743 09 600 490 999 A4 N9 ¥ 746 86 70 80
19 Luxembourg 739 07 90 80 611 430 737 426 82 80 9% 80
20 lceland 733 1390 790 733 421 901 66 /95 &8 70 60
21 CzechRepublic 732 07 /A0 50 85 473 666 777 841 80 80 80
22 Japan 731 -02 800 70 685 462 85 89 82 86 70 60
23 Georgia 726 04 400 520 86 /A3 85 /A7 805 86 80 60
24 Finland 726 -08 900 80 665 08 907 57 89 80 8 80
25 United Arab Emirates 726 02 50 700 90 1 /96 807 83 828 45 60
26 Sweden 720 07 900 &0 444 149 897 535 81 880 8 80
27 SouthKorea /7 02 700 550 738 697 91 506 86 6 70 80
28 Austria /7 05 900 720 507 24 794 725 817 80 90 70
29 Malaysia 75 07 50 520 80 743 94 A5 85 84 60 60
30 Botswana 71 13 700 630 791 684 664 685 /63 840 65 /0
31 Bahamas 09 22 700 70 99 83 /07 728 /85 640 40 60
32 Norway /08 10 900 8.0 52 48 86 485 762 8/8 75 60
33 Colombia 708 09 500 370 81 44 782 76 796 810 80 70
34 Qatar 707 01 650 690 997 704 74 707 Al 818 45 60
35 Israel 707 02 /50 600 606 488 706 646 842 882 8 70
36 Latvia /04 07 500 550 848 584 /86 595 848 880 85 60
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37 Macau 01 -02 600 497 731 99 600 500 696 900 & 70
38 Saint Lucia 00 -02 700 710 769 706 776 762 803 720 65 40
39 Poland €93 07 650 610 755 465 687 580 852 880 /5 70
40 zﬁme”gfennta e 688 08 700 60 738 697 776 745 83 654 65 40
A Uriguay 688 02 700 70 772 66 753 65 713 806 80 30
42 Cyprus 687 08 700 630 761 473 745 582 853 880 75 50
43 Spain 685 09 700 600 583 4 760 517 847 880 & 70
44 Belgium 684 -04 800 760 442 10 854 605 840 880 & 70
45 Barbados 683 04 800 740 758 376 702 673 808 622 75 60
46 Jordan 683 0 600 490 917 620 649 684 81 734 70 60
47 Macedonia 65 04 350 450 91 696 T4 667 835 864 60 60
48 Jamaica 65 -02 400 380 87 780 83 727 75 74 80 50
49 Pery 674 03 400 380 785 861 618 629 87 80 0 60
50 CostaRica 674 02 500 540 794 887 686 538 76 86 0 50
51 Brunei Darussalam 63 16 300 600 &0 53 713 902 768 82 65 50
52 Oman 61 04 550 450 985 368 01 725 719 &0 0 60
53 Dominica 60 09 600 580 740 685 733 687 901 726 5 30
54 Armenia 60 -01 200 370 838 807 75 622 728 86 8 70
55 Malta 667 02 700 550 639 465 616 535 85 80 8 60
5  Slovakia 666 -06 500 500 801 495 684 550 795 80 /5 70
57 Cabo Verde 665 01 750 50 781 669 613 436 845 682 70 60
58 Hungary 660 -08 450 540 787 267 706 638 83 80 75 70
59 Albania 659 02 350 BO &8 /0 66 55 87 86 0 70
60 Bulgaria 659 -09 300 430 9 604 669 76 826 80 65 60
61 Romania 656 0 350 430 85 656 661 651 8 880 5 50
62 Mexico 652 12 500 350 749 764 707 582 74 792 70 60
63 ElSalvador 651 -06 350 390 791 853 560 526 84 88 5 60
64 Portugal 651 -02 700 630 605 248 83 435 87 80 0 60
65  Montenegro 649 02 400 420 96 398 766 720 86 848 0 50
66 Panama 648 07 300 30 844 719 74 49 786 78 570
67 Thailand 639 15 400 380 8 82 763 65 709 76 50 €0
68 Kazakhstan 636 03 300 200 930 &7 723 87 740 74 40 50
69 Samoa 635 16 600 50 789 55 71 N8 85 06 5 30
70 Philippines 631 09 300 380 790 896 630 S 777 64 60 60
71 Rwanda 63 47 300 490 801 71 605 820 794 66 65 40
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72 Ghana 630 00 500 480 849 76 615 565 665 650 60 60
/3 Trinidad and Tobago 029 -2 500 380 /94 623 695 728 685 /86 60 50
74 Kuwait 627 02 450 440 977 517 634 627 742 T2 55 50
75 France 623 02 80 0 477 25 /84 435 /91 80 70 70
76 Seychelles 622 47 500 550 793 620 660 621 /97 84 55 30
77 Serbia 621 21 500 410 843 441 602 662 775 78 70 50
78  Saudi Arabia 621 00 400 490 997 568 699 685 692 /I8 40 50
79 Turkey 621 A1 400 450 /52 556 654 486 N5 844 /5 60
80  South Africa 619 -07 500 440 701 699 697 587 746 710 45 60
81 Namibia 619 23 300 490 644 639 682 845 /51 84 €0 40
82  Guatemala 618 14 200 320 791 943 625 509 779 864 65 50
83 Paraguay 615 04 300 240 963 83 626 304 768 762 75 60
84 Kosovo 614  NA 300 330 936 78 693 663 /89 /08 65 30
85 Morocco 613 12400 390 715 656 664 343 841 88 /0 60
86 ltaly 612 05 500 430 558 221 /03 530 845 830 8 60
87 Madagascar ol -06 450 280 911 934 529 485 A5 T72 50 50
88 Dominican Republic 610 00 250 320 845 902 566 565 31 772 75 40
89 Vanuatu 608 -03 400 B5 90 81 518 477 83 740 60 40
90  Slovenia 606 03 600 580 586 00 80 554 843 80 /0 50
91 Azerbaijan 602 -08 200 290 80 57 703 /A2 770 /A8 60 50
92 Coted'lvoire 600 15 300 320 783 84 622 469 735 718 70 50
93 Srilanka 59 13 400 380 81 900 703 55 75 724 3% 40
94 Swaziland 57 -02 400 430 709 649 586 658 745 888 50 40
95 Tonga 56 03 250 286 89 763 764 861 774 796 40 20
9  Kyrgyz Republic 56 17 200 270 937 53 653 804 684 /50 60 50
97 Bhutan 595 21 600 650 81 675 652 776 669 600 20 30
98  Lebanon 55 02 200 220 93 /A7 591 573 790 /A8 60 50
99 Indonesia 594 13 300 340 84 890 540 493 743 804 40 60
100 Mongolia 594 02 300 390 844 515 67 719 680 700 45 60
101 Benin 593 05 300 390 681 849 513 538 82 588 5 50
102 Uganda 593 -04 250 260 732 915 403 837 801 728 60 40
103 Croatia 51 24 350 480 708 337 603 424 87 84 75 60
104 Burkina Faso 51 05 300 380 828 768 463 589 849 682 65 40
105 Gabon 50 07 400 370 776 745 584 619 784 618 €0 40
106  Zambia 588 01 300 380 733 81 664 483 726 B2 50 50
107 Fiji 588 02 300 23 82 A3 620 706 776 688 50 50
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108  Bosnia and Herzegovina 586 -04 200 390 89 331 546 594 843 80 65 60
109 Nicaragua 586 10 100 280 780 88 612 557 690 862 65 50
10 Tanzania 585 10 250 310 792 84 475 626 677 732 60 50
M Senegal 58] 03 400 430 716 761 491 424 849 738 60 40
12 Cambodia 579 04 250 210 905 874 323 625 781 722 60 50
113 Honduras 577 03 300 290 82 720 580 310 748 84 60 60
114 Tunisia 576 ~ -01 400 400 740 734 813 640 /56 622 35 30
15 Kenya 575 19 300 250 794 808 486 622 7B5 656 60 50
116 Nigeria 575 19 300 270 81 946 487 729 75 648 40 40
117 Moldova 574 -01 400 350 84 556 646 393 60 736 55 50
18  Belize 574 06 3H0 67 81 719 633 603 792 700 55 50
119 Gambia 51 04 250 200 /A5 7BO 534 658 647 650 65 50
120 Sdo Tomé and Principe 567 34 250 420 84 701 659 461 676 730 60 30
121 Mali 55 01 250 320 703 88 463 508 80 702 65 40
122 Brazil 565 -01 450 430 697 552 614 525 642 694 55 50
123 India 5.2 16 550 380 7/ 781 476 478 728 710 35 40
124 Djibouti 50 -5 250 340 806 574 508 629 743 546 70 50
125 Egypt 50 08 200 370 86 659 683 514 658 706 55 40
126 Pakistan 59 03 300 290 790 82 612 421 715 650 55 40
127 Guyana 54 -01 300 300 687 73 630 707 774 708 40 30
128 Mauritania 548 15 250 300 86 A3 487 507 777 690 50 40
129 Niger 543 03 300 350 763 768 396 423 80 646 55 40
130 Cameroon 542 23 250 270 /56 856 469 489 812 66 40 50
131 Vietnam 50 23 150 310 793 A1 583 626 706 80 25 40
132 Maldives 59 05 250 219 940 608 85 704 730 478 35 30
133 Burundi 59 02 200 200 738 705 542 676 738 742 55 30
134 Suriname 538 -04 300 360 694 703 488 763 87 684 30 30
135 Togo 536 06 300 290 687 804 514 462 795 T2 50 30
136 Guinea 533 12200 250 685 82 54 718 692 612 45 40
137 Bangladesh 533 06 200 250 727 936 526 625 682 636 45 30
138 Greece 532 -08 400 430 644 00 738 502 777 80 60 40
139 Mozambique 532 -6 300 30 743 635 559 419 795 708 35 50
140 Papua New Guinea 532 01 200 250 673 762 599 719 706 856 25 30
141 Comoros 524 03 300 260 645 80 496 510 794 720 40 30
142 Sierra Leone 523 06 100 310 812 926 499 432 708 694 55 20
143 Liberia 522 -05 250 370 88 677 551 445 710 728 45 20
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144 China 520 07 200 360 697 743 542 620 706 728 30 30
145 Guinea-Bissau 518 02 200 190 893 941 367 611 /85 594 30 30
146 Malawi 518 30 400 330 790 21 445 634 536 724 55 50
147 Micronesia 518 22 300 300 932 00 575 /91 821 &6 30 30
148  Ethiopia 55 00 300 B0 772 905 58 577 660 650 20 20
149 Tajikistan 513 14 200 20 916 69 6l 473 698 686 25 30
150 Haiti 513 00 100 190 805 764 471 620 60 720 40 30
151 Nepal 509 04 300 200 81 91 649 43 /08 556 5 30
152 Lesotho 56 10 300 490 591 00 533 621 769 88 50 40
153 Russia 56 5 200 270 82 562 722 56 629 724 25 30
154 Algeria 501 12250 360 80 594 621 482 681 608 30 30
155 Laos 498 6 150 250 81 /38 559 56 713 586 35 20
156 Angola 489 10 150 190 &8 501 503 448 722 /02 40 40
157 Belarus 488 10 200 310 886 448 690 /49 504 790 20 10
158 Burma 487 18 100 20 86 /A3 326 68 /00 742 20 20
159 Ecuador 486 06 150 330 792 48 555 516 681 74 30 40
160 Bolivia 474 06 100 350 864 555 588 317 650 /66 5 40
161 Solomon Islands 470 00 300 250 614 252 685 662 /55 730 5 30
162 Ukraine 468 01 250 260 786 306 568 479 669 88 20 30
163 Congo, Dem. Rep. of 464 14 100 20 733 92 428 40  B5 610 20 20
164 Chad 463 04 200 20 460 843 309 489 714 498 50 40
165  Kiribati 462 02 300 292 733 00 516 89 80 582 25 30
166 Uzbekistan 460 10 150 180 904 666 611 619 656 656 0 10
167 Timor-Leste 458 03 200 280 647 00 680 660 /09 800 40 20
168 Central African Republic 452 07 100 240 657 936 280 409 629 522 45 30
169 Argentina 438 03 150 340 661 513 560 439 440 6/4 30 30
170 Equatorial Guinea 437 33 100 190 A4 456 456 384 789 538 40 30
71 lran 435 17 100 270 82 932 593 490 506 546 0 10
172 Congo, Rep. of 428 01 100 230 669 558 359 388 /A6 520 40 30
173 Fritrea 47 38 100 180 809 734 321 656 578 692 0 20
174 Turkmenistan 49 05 50 1O 93 922 300 200 694 800 0 10
175 Zimbabwe 382 06 100 200 608 736 36 300 /91 502 10 10
176 Venezuela 37 06 50 190 749 567 453 295 338 632 0 10
177 Cuba 298 02 100 460 521 00 200 200 652 646 10 10

178 North Korea 23 10 50 80 00 00 50 50 00 00 0 0
N/A Afghanistan NA - NA - NA 120 916 812 566 632 NA  NA 55 N/A
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N/A raq NA - NA - NA 160 NA 297 632 685 750 NA  NA  NA
N/A  Libya NA - NA 100 180 950 00 555 631 740  NA 5 N/A
N/A  Liechtenstein NA NA NA NA NA  NA  NA  NA  NA 900 8 80
N/A  Somalia NA - NA NA 80 NA  NA  NA  NA NA NA NA NA
N/A  Sudan NA - NA NA 10 864 948 488 435 467 506 10 N/A
N/A  Syria NA - NA 100 200 NA  NA 624 469 427 566 0 20
N/A~ Yemen NA -~ NA 300 190 NA  NA 519 544 710 NA  NA 30
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