


2

ORGANIZERS

The Young Entrepreneurs Association
The Jordanian economy, like so many developing economies, 
has relied heavily on government spending – a fact that 
created a private sector unable to develop viable companies 
capable of encountering the challenges brought about by 
globalization.
Entrepreneurship has not been part of the Jordanian business 
culture although 70 percent of the Jordanian population 
is less than 30 years of age, representing vast untapped 
economic resources. Thus, a new business mentality and new 
generation of entrepreneurs beyond the traditional inherited 
business philosophy of local industries is needed in order to 
claim a greater share of the regional and international export 
markets. 
Emanating from this need, a group of young Jordanian 
entrepreneurs, worked under the auspices and guidance of 
the Friedrich Naumann Foundation, on the establishment of 
the YEA since December 1997.
The association was officially established in November 1998 
as a non-profit organization dedicated to promoting and 
encouraging entrepreneurship in Jordan and educating 
Jordanian businesspeople on the social and economic value 
of non-conventional ideas.
For entrepreneurial activities to succeed in Jordan, the 
YEA recognizes the need for it to act as an advocate for 
certain legislative change on a national, consumer oriented, 
mercantile mindset into a productive, creative mentality, 

which must become the basis for economic growth.
The YEA was created to cater specific needs for young 
businesspeople that either own their own businesses 
or hold senior executive positions in a company. Since 
establishment, the association generated 95 active 
members representing all sectors of the economy. Its 
objectives are: to enhance the Entrepreneurial spirit 
among Jordanians; to increase the number of outstanding 
entrepreneurs; to enhance, through rules and regulation, 
a business environment for startups and expanding 
businesses; and to increase the number of Jordanians 
adopting globally competitive practices. 

The Friedrich Naumann Foundation
The Friedrich Naumann Foundation (FNF) is an 
independent, non-profit, nongovernmental organisation 
that has been committed to promoting liberal policy 
and politics since its inception in 1958. To create an open 
society, FNF is guided by the principles of Liberalism and its 
message of mutual tolerance and acceptance of diversity. 
Its core concepts such as the protection of human rights, 
the application of the rule of law, liberal democracy and 
a free market economy have proven throughout the 
centuries that Liberalism offers appropriate solutions for 
the present and the future in public and personal life. 
Our intensive work in political education, political 
consultancy, training and dialogue is carried out in 
Germany and our offices in over 50 countries worldwide.
Since 1981, the Amman Office of FNF, together with 
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its partners in Jordan, Lebanon, Syria, and Iraq, has 
implemented many activities that underline the principles 
of liberalism. In close corporation with its local partner 
organisation FNF contributes to finding liberal solutions 
for the countries’ socio-economic problems and enhancing 
civic and youth participation in politics.
We believe in political and economic freedom as the 
necessary condition for democratic development. It 
liberates people from dependence on government in a 
planned economy, and allows them to make their own 
economic and political choices.

The Fraser Institute
Founded in 1974 at a time when many Canadians believed 
that government should be the principal source of growth 
and development in the economy, the Institute has 
helped bring about a considerable shift in public opinion 
in recognition of the importance of market competition.
Our vision is a free and prosperous world where individuals 
benefit from greater choice, competitive markets, and 
personal responsibility. Our mission is to measure, study, 
and communicate the impact of competitive markets and 
government interventions on the welfare of individuals.
Called Canada’s most powerful think tank by the Ottawa 
Citizen, the Fraser Institute brings together academics, 
economists, and policy analysts from around the world. 
The Institute’s list of researchers has grown to include 
more than 350 authors in 22 countries (six who have been 
awarded Nobel Prizes), comprising over 250 Institute 

publications and thousands of articles.
Institute publications have been translated into Chinese, 
Spanish, Portuguese, German, Italian, French, Czech, 
Polish and Russian, and have been sold in 54 countries. In 
addition, our publications have been adopted at colleges 
and universities in Canada and around the world.
The research of the Fraser Institute has consistently been 
at the forefront of intellectual debates on key public policy 
issues. Indeed, the current public policy agenda in Canada 
reads like an index of past Institute publications. Many 
of the Institute’s ideas have become the consensus view 
on topics that are crucial for the economic well-being of 
Canadians.

The Cato Institute
Founded in 1977, the Cato Institute (headquartered in 
Washington, DC) is a research foundation dedicated to 
broadening debate about public policy to include more 
options consistent with the traditional principles of 
limited government, individual liberty, free markets, and 
peace.  To that end, the Institute strives to achieve greater 
involvement by the intelligent, concerned, lay public in 
questions of policy and the proper role of government 
through an extensive program of publications and 
seminars.
Because Cato’s focus is on media, policymaker and public 
education, the most effective way is for its international 
work to be conducted in the languages of the people for 
whom the Institute conducts research and analysis.  To that 
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end, Cato now has programs in 12 languages including 
Arabic.  
Cato’s award-winning website, www.cato.org, averages 
more unique visitors than any other public policy research 
organization in the world.  Since launching its podcasts 
in May of 2006, Cato has provided nearly 2,000,000 iPod 
downloads to the public, becoming the world leader in 
public policy outreach of this type.  Videocasts are rapidly 
catching up.  Its Arabic website, www.misbahalhurriyya.org, 
is the recent recipient of two awards.
Cato scholars are chosen not only on their expertise in 
public policy and their dedication to the ideas of liberty, 
but also on their ability to effectively advocate their ideas 
in the public arena.  Both prolific and visible, they have 
an impact on policymakers, the media and the lay public.  
Cato scholars are the subject of more than 2,000 print and 
electronic media appearances annually, with op-eds in 
such prestigious dailies as The New York Times, The Washington Post 
and The Wall Street Journal, and in commentary on broadcast 
and cable news networks such as NBC, ABC, CNN, NPR, 
PBS, C-SPAN and Fox.  They host some 175 public events 
per year including conferences, policy forums, Capitol Hill 
briefings, and book forums.  They are frequently called 
upon to testify in Congress.  Cato’s visibility on television, 
in newspaper op-ed pages, on talk radio shows, and in 
important public policy magazines is a testament to its 
effectiveness at promoting its ideas.

PRELIMINARY PROGRAM
Timetable						    
		
09:30 – 10:00	 Welcome Reception		
10:00 – 10:45	 Opening Speech
10:45 – 11:00	 Coffee Break
11:00 – 12:30	 Roundtable Discussions 
12:30 – 01:30	 Lunch Break
01:30 – 02:30	 Conclusion and Recommendations

ROUNDTABLE DISCUSSIONS

Structure of the Roundtable
The roundtable will involve 100-120 participants. A 
one hour opening session will provide an overview of 
economic freedom and the way the workshop will move 
forward.
Several break-out groups, each examining a different area of 
economic freedom, will be formed, each with a moderator 
and a reporter, and a panel to make presentations from 
several points of view. Participants and panelists will come 
up with ways to help Jordan move upwards in economic 
freedom.
A final wrap-up session will close the day with a panel 
formed of the moderator for each group. The moderator 
will make a presentation of the group’s findings and then 
engage in an open discussion.
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Roundtable Subject Areas
Economic freedom is measured in five areas: Size of 
Government, Legal Structure and Property Rights, Access 
to Sound Money, Freedom to Trade Internationally, and 
Regulation of Credit, Labor, and Business (Appendices A, 
B, and C provide further details.) 
Some explanations are in order first: 

Size of government: When government becomes 
too large it crowds out the room for free economic 
activity and taxes away the legally earned property of 
individuals and families.
Access to sound money: Government can also reduce 
economic freedom by reducing the value of legally 
earned property and income through inflation.
Freedom to trade: Jordanians should be free to buy 
from and sell to whom they wish in Jordan and in the 
rest of the world.
Legal system: A well-functioning legal system is 
essential to protecting property and other rights and 
ensuring that the powerful are not able to use their 
influence to reduce the freedom of others.
Regulation: Jordanians should be able to borrow 
and lend from whom they wish; to work for and hire 
whom they wish; and to begin and end a business as 
they wish.

Report Preparation
Based on the roundtable, researchers will prepare a 
preliminary report and a follow-up questionnaire for the 

participants. A series of follow-up interviews might also 
be conducted. Any subsidiary research suggested by 
the roundtable would also be undertaken. After these 
steps, the final report would be prepared, published, and 
presented to government.
This overview roundtable could also set the table for a 
future series of roundtables to examine more closely each 
specific area of economic freedom.

2006 ECONOMIC FREEDOM DATA 

Measuring Economic Freedom

1. Size of Government: Expenditures, Taxes, and 
Enterprise
As government spending, taxation, and the size of 
government-controlled enterprises increase, government 
decision-making is substituted for individual choice and 
economic freedom is reduced.
2. Legal Structure and Security of Property Rights
Protection of persons and their rightfully acquired 
property is a central element of both economic freedom 
and civil society. Indeed, it is the most important function 
of government.
3. Access to Sound Money
Inflation erodes the value of rightfully earned wages 
and savings. Sound money is thus essential to protect 
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property rights. When inflation is not only high but also 
volatile, it becomes difficult for individuals to plan for the 
future and thus effectively utilize economic freedom.
4. Freedom to Trade Internationally
Freedom to exchange – in its broadest sense, buying, 
selling, making contracts, and so on – is essential to 
economic freedom, which is reduced when freedom to 
exchange does not include businesses and individuals in 
other nations.
5. Regulation of Credit, Labor, and Business
Governments not only utilize a number of tools to limit 
the right to exchange internationally, they may also 
develop onerous regulations to limit the right to exchange 
domestically, gain credit, hire or work for whom you wish, or 
freely operate your business. This area measures the limits 
on economic freedom caused by excessive regulation.  

Notes on the Tables
Economic freedom comes as a package. For the people 
of any nation to truly benefit from economic freedom, 
that nation must score well in all areas. For instance, a 
country that scores well in size of government through 
low taxes but has a failed legal system does not provide 
true economic freedom to its citizens.
For this reason, in preparing the tables for the top 10 
nations in each area of freedom, we only looked at those 
nations who overall have a high level of economic freedom 

(the top 40 nations). A nation without good scores in all 
areas does not provide an appropriate model.
As well, in preparing the top 10 in each area, we included 
only those nations which have scores for each variable 
in that area. For instance, Luxembourg is a top scorer 
in freedom to trade but there is no data available for 
Luxembourg on “Compliance Costs of Importing and 
Exporting”, so Luxembourg is not included as one of the 
top 10 in the table on freedom to trade. 
Economic freedom ranges from 0-10 where a higher value 
indicates a higher level of economic freedom, as reflected 
in the tables below.
The data in the tables are based on the Economic Freedom of 
the World: 2007 Annual Report, which is based on 2005 data, the 
most recently available data at the time of publication. 
However the data in the tables below will not necessarily 
be identical with that found in the 2007 report. National 
statistics agencies are constantly updating their statistical 
reports as new data becomes available. The data below 
takes into account revisions that have been made since 
the publication of the 2007 report.
The tables below also contain highly confidential information. 
You will find data from the yet-to-be released 2008 report 
for Jordan. These data are provided under an embargo 
and may not be reported, published, or shared until the report is 
officially released on September 16, 2008.
The data in the Economic Freedom of the World Report is from third-
party, objective sources (see Appendix C). This maintains 
the objectivity of the report since the authors do not 
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create their own data. It also allows for a key element of any good research, replicatability. Any researcher anywhere 
with access to the data banks quoted in this report should be able to replicate all the results. One of the tasks of 
the workshop will be to examine the international data and determine whether it accurately reflects the situation 
in Jordan. If problems are found, the international bodies producing the data will be contacted and the problems 
explained.

1. Size of Government
Overly large government spending can crowd out other economic activity.
Sample questions:
•       Is government spending in Jordan too large?
•       If yes, where can government reduce spending? 
•       How can the tax code be improved?

Size of 
Government

1A  General Gov’t 
Consumption 
Spending

1B  Transfers and 
Subsidies

1C  Gov’t Enterprises 
and Investment

1Di Top Marginal 
Income Tax Rate

1Dii Top 
Marginal 
Income and 
Payroll Tax Rate

1D  Top 
Marginal 
Tax Rate

1  Size of 
Gov’t

Score Data Score Data Score Data Score Data Score Data Score Overall 
Score

Hong Kong 7.9 13.1 8.4 6.3 10.0 1.4 10.0 20.0 10.0 20.0 10.0 9.1

Jamaica 6.7 17.2 9.9 0.8 10.0 6.1 9.0 25.0 7.0 33.0 8.0 8.7

Panama 6.6 17.4 8.6 5.8 10.0 11.9 9.0 30.0 7.0 36.0 8.0 8.3

Singapore 5.8 20.2 9.2 3.5 7.0 22.8 10.0 21.0 10.0 21.0 10.0 8.0

Switzerland 7.1 15.9 6.4 13.7 10.0 11.8 9.0 26-42 7.0 34-50 8.0 7.9

Chile 7.1 15.8 7.6 9.3 10.0 12.7 5.0 40.0 5.0 40.0 5.0 7.4

Cyprus 5.3 21.9 6.4 13.7 10.0 3.1 8.0 30.0 8.0 30.0 8.0 7.4

Mauritius 6.6 17.5 8.6 5.6 6.0 28.2 8.0 30.0 7.0 31.0 7.5 7.2

Taiwan 6.5 17.8 9.1 3.9 6.0 25.5 7.0 40.0 7.0 40.0 7.0 7.2

United States 6.3 18.4 6.7 12.7 8.0 16.1 8.0 35-42 7.0 37-44 7.5 7.1

Top 10 average 6.6 17.5 8.1 7.5 8.7 13.9 8.3 29.5 7.5 31.4 7.9 7.8
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World average 6.0 19.7 7.5 9.8 5.8 27.0 7.0 31.6 4.9 41.4 6.0 6.2

Arab average 4.9 23.4 8.1 7.5 4.0 40.4 8.4 17.9 7.4 22.6 8.1 6.0

Jordan (2005) 6.7 17.3 6.4 13.6 6.0 29.7 7.0 35.0 3.0 46.4 5.0 6.0

Jordan (2006) 5.9 19.8 7.2 10.8 4.0 30.6 7.0 35.0 3.0 46.4 5.0 5.5

Difference -0.8 2.5 0.8 -2.8 -2.0 0.9 0.0 0.0 0.0 0.0 0.0 -0.5

NB: In cases where two columns appear under the same heading, the first column is the economic freedom score; 
the second column is the actual data. For example, Hong Kong has a score of 7.9 in government consumption, 
representing government consumption equal to 13.1 per cent of Hong Kong’s GDP. 

2. Legal Structure and Property Rights
An efficient market economy is not possible without a sound and predictable legal structure that protects property 
rights and contracting.
Sample questions:
•      Are property rights and contracting adequately protected in Jordan?
•      Does the legal system operate in a timely manner?
•      Is the legal system predictable?

Legal Structure and 
Property Rights

2A  Judicial 
Independence

2B  
Impartial 
Courts

2C  Protection of 
Property Rights

2D  Military Interference 
in Rule of Law and 
Political Process

2E Integrity of the 
Legal System

Score Score Score Score Score

Denmark 8.8 9.3 9.3 10.0 10.0

Norway 8.9 8.8 8.8 10.0 10.0

New Zealand 8.9 8.1 8.7 10.0 9.7

Iceland 8.4 8.9 9.4 10.0 10.0

Netherlands 9.0 8.9 9.2 10.0 10.0

Switzerland 8.6 8.6 9.3 10.0 8.3

Finland 8.6 8.6 9.0 10.0 10.0
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Germany 9.2 9.0 9.6 10.0 8.3

Sweden 8.1 8.7 8.7 9.2 10.0

Australia 8.8 8.3 9.0 10.0 9.8

Top 10 average 8.7 8.7 9.1 9.9 9.6

World average 4.9 4.8 6.1 6.5 6.4

Arab average 5.6 5.6 6.3 6.4 7.5

Jordan (2005) 6.5 6.3 6.6 8.3 6.7
Jordan (2006) 6.5 6.1 7.6 8.3 6.7

Difference 0.0 -0.2 1.0 0.0 0.0

Legal Structure and 
Property Rights
(Continued)

2F Legal 
Enforcement 
of Contracts

2F Time 
(Days)

2F Cost (% 
of Debts)

2G Regulatory 
Restrictions 
on the Sale of 
Real Property

2G Time 
(Days)

2G Cost (% 
of Debts)

2  Legal 
Structure 
and 
Property 
Rights

Score Data Data Score Data Data Overall 
Score

Denmark 9.5 83.0 5.3 9.0 42.00 0.60 9.4

Norway 9.6 87.0 4.2 9.2 1.00 2.50 9.3

New Zealand 9.7 50.0 4.8 9.9 2.00 0.10 9.3

Iceland 8.7 158.0 9.3 9.1 4.00 2.40 9.2

Netherlands 9.0 48.0 17.0 7.9 2.00 6.20 9.2

Switzerland 8.9 170.0 5.2 9.6 16.00 0.40 9.0

Finland 8.4 228.0 6.5 8.4 14.00 4.00 9.0

Germany 8.5 175.0 10.5 7.9 41.00 4.10 8.9

Sweden 8.5 208.0 5.9 9.0 2.00 3.00 8.9

Australia 8.4 157.0 14.4 7.6 5.00 7.10 8.8

Top 10 average 8.9 136.4 8.3 8.8 12.90 3.04 9.1

World average 6.3 393.4 30.6 6.6 85.6 6.7 5.8

Arab average 6.3 395.2 17.7 6.8 60.0 8.1 6.3

Jordan (2005) 7.4 342.0 8.8 6.3 22.0 10.0 6.9

Jordan (2006) 3.4 689.0 31.2 6.3 22.0 10.0 6.4
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Difference -4.0 347.0 23.4 0.0 0.0 0.0 -0.5

3. Sound Money
When government becomes too large it crowds out the room for free economic activity and taxes away the legally 
earned property of individuals and families.
Sample questions:
•    Is Jordan taking appropriate measures to deal with the threat of inflation?
•    Are people confident that the authorities’ monetary actions will prevent inflation in the future?

Sound Money 3A  Money growth 3B  Standard Deviation of 
Inflation

3C  Inflation: Most Recent 
Year

3D  Freedom of 
Citizens to Own 
Foreign Currency 
Bank Accounts

3  Sound Money

Score Data Score Data Score Data Score Overall Score

United States 9.9 -0.4 9.8 0.5 9.3 3.4 10.0 9.8

Sweden 9.2 3.8 9.7 0.8 9.9 0.5 10.0 9.7

Slovak Rep 9.8 0.9 9.5 1.3 9.5 2.7 10.0 9.7

Canada 9.7 1.7 9.5 1.2 9.6 2.2 10.0 9.7

Japan 8.8 6.0 9.9 0.2 9.9 -0.3 10.0 9.7

Ireland 9.7 1.3 9.4 1.6 9.5 2.4 10.0 9.7

El Salvador 10.0 0.1 9.5 1.3 9.1 4.7 10.0 9.6

Switzerland 8.9 5.3 9.7 0.6 9.8 1.2 10.0 9.6

Taiwan 8.9 5.3 9.6 0.9 9.7 1.3 10.0 9.6

Finland 9.0 5.0 9.5 1.3 9.8 0.9 10.0 9.6

Spain 9.0 4.9 10.0 0.1 9.3 3.4 10.0 9.6

Austria 8.8 6.1 9.9 0.2 9.5 2.3 10.0 9.6

Top 10 average 9.3 3.3 9.7 0.8 9.6 2.0 10.0 9.6

World average 8.0 11.0 8.2 6.5 8.7 8.2 6.5 7.9

Arab average 8.4 8.1 7.5 6.2 9.0 5.0 6.4 7.8

Jordan (2005) 8.0 9.9 9.5 1.2 9.3 3.5 10.0 9.2



11

Jordan (2006) 7.7 11.4 9.3 1.8 8.7 6.3 10.0 8.9

Difference -0.3 1.5 -0.2 0.6 -0.6 2.8 0.0 -0.3

4. Freedom to Trade Internationally
Just as Jordanian individuals and businesses should be able to buy from and sell to whom they wish in Jordan, they 
should also have access to the global marketplace.
Sample questions:
•     What obstacles are there in Jordan to international trade?
•   Trade between MENA nations is low by world standards despite free trade agreements; what can be done to 
improve this?

Freedom 
to Trade 
Internation-
ally 

4Ai  Trade 
Tax Revenues 
(% of Trade 
Sector)

4Aii  Mean Tariff 
Rate

4Aiii  Standard 
Deviation of Tariff 
Rates

4A  Tariffs 4Bi  Nontariff 
Trade Barriers

4Bii  
Compliance 
Costs of 
Importing/
Exporting

4Bii 
Time for 
Importing 
(Days)

4B  Regulatory 
Trade Barriers

Score Score Data Score Data Score Score Score Data Score

Hong Kong 10.0 10.0 0.0 10.0 0.0 10.0 8.6 8.1 16.0 8.3

Singapore 10.0 10.0 0.1 10.0 0.0 10.0 8.6 9.2 8.0 8.9

Ireland 9.8 9.5 2.7 6.1 9.7 8.5 8.2 8.1 15.0 8.1

Chile 9.6 9.0 4.9 9.8 0.5 9.5 7.7 6.7 24.0 7.2

Slovak Rep 9.8 9.5 2.7 6.1 9.7 8.5 7.9 7.2 21.0 7.6

Netherlands 9.8 9.5 2.7 6.1 9.7 8.5 7.0 9.1 8.0 8.0

Estonia 9.8 9.5 2.7 6.1 9.7 8.5 7.2 8.3 14.0 7.8

Belgium 9.8 9.5 2.7 6.1 9.7 8.5 7.2 9.0 9.0 8.1

Hungary 9.8 9.5 2.7 6.1 9.7 8.5 7.3 6.7 24.0 7.0

New Zealand 9.3 9.0 5.0 8.3 4.2 8.9 9.0 8.7 13.0 8.9

Germany 9.8 9.5 2.7 6.1 9.7 8.5 7.6 9.3 6.0 8.5

Top 10 average 9.8 9.5 2.6 7.4 6.6 8.9 7.9 8.2 14.4 8.0

World average 7.9 8.3 8.7 5.8 12.4 7.3 5.9 5.3 39.9 5.5
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Arab average 8.5 7.8 11.2 4.5 25.6 7.0 5.9 5.4 35.7 5.6

Jordan (2005) 8.2 7.5 12.4 3.9 15.3 6.5 6.3 6.1 28.0 6.2

Jordan (2006) 8.4 7.7 11.5 3.9 15.3 6.6 6.0 7.2 22.0 6.6

Difference 0.2 0.2 -0.9 0.0 0.0 0.1 -0.3 1.1 -6.0 0.4

Freedom 
to Trade 
Internation-
ally 
(Continued)

4C Size of Trade Sector 
Relative to Expected

4D  Black 
Market 
Exchange 
Rates

4Ei  Foreign 
Ownership/ 
Investment 
Restrictions

4Eii  Capital Controls 4E  Int’l 
Capital Market 
Controls

4  Freedom to Trade 
Internationally

Score Score Score Score Score Overall Score

Hong Kong 10.0 10.0 9.0 8.5 8.7 9.4

Singapore 10.0 10.0 9.1 6.2 7.6 9.3

Ireland 6.5 10.0 9.1 8.5 8.8 8.4

Chile 6.7 10.0 8.4 6.9 7.7 8.2

Slovak Rep 7.5 10.0 8.8 5.4 7.1 8.1

Netherlands 5.8 10.0 7.9 8.5 8.2 8.1

Estonia 6.6 10.0 8.0 6.9 7.5 8.1

Belgium 7.0 10.0 8.1 5.4 6.7 8.1

Hungary 8.0 10.0 7.9 3.8 5.9 7.9

New Zealand 3.7 10.0 7.8 7.7 7.8 7.8

Germany 6.0 10.0 8.2 3.8 6.0 7.8

Top 10 average 7.1 10.0 8.4 6.5 7.4 8.3

World average 5.2 9.7 6.7 3.8 4.9 6.5

Arab average 6.1 9.6 6.5 3.8 4.9 6.6

Jordan (2005) 7.7 10.0 7.8 7.7 7.8 7.6

Jordan (2006) 7.6 10.0 7.5 6.9 7.2 7.6

Difference -0.1 0.0 -0.3 -0.8 -0.6 0.0
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5. Regulation

5.1 Regulation of Credit
Access to credit is essential to building a successful economy.
Sample questions:
•       What are the obstacles to obtaining credit in Jordan, particularly for small and medium sized businesses?
•       How can the credit market be made more open?

Regulation of Credit 
Markets

5Ai  Ownership of 
Banks

5Aii  Foreign Bank 
Competition

5Aiii  Private Sector 
Credit

5Aiv  Interest Rate Controls/
Negative Real Interest Rates

5A  Regulation of 
Credit Markets

Score Score Score Score Overall Score
New Zealand 10.0 10.0 9.8 10.0 9.9
United Kingdom 10.0 9.0 9.9 10.0 9.7

Estonia 10.0 10.0 9.7 9.0 9.7

Finland 10.0 9.0 9.4 10.0 9.6

El Salvador 10.0 9.0 9.4 10.0 9.6

Australia 10.0 8.0 10.0 10.0 9.5

Lithuania 10.0 9.0 8.8 10.0 9.5

Norway 10.0 8.0 9.7 10.0 9.4

Botswana 8.0 10.0 9.5 10.0 9.4

Kazakhstan 10.0 8.0 9.5 10.0 9.4

United States 10.0 8.0 9.5 10.0 9.4

Denmark 10.0 8.0 9.5 10.0 9.4

Top 10 average 9.8 8.8 9.6 9.9 9.5

World average 7.7 7.8 8.0 9.2 8.2

Arab average 5.9 6.5 7.4 9.6 7.5

Jordan (2005) 10.0 8.0 8.1 10.0 9.0

Jordan (2006) 10.0 8.0 8.1 10.0 9.0

Difference 0.0 0.0 0.0 0.0 0.0
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5.2 Regulation of Labor Markets
You should be able to hire whom you wish and work for whom you wish.
Sample questions:
•      What are obstacles to hiring in Jordan?
•      What are the obstacles to firing? 

Regulation of 
Labor Markets

5Bi  Min. 
Wage

5Bii  Hiring 
and Firing 
Regulations

5Biii  
Centralized 
Collective 
Bargaining

5Biv  
Unemploy-
ment 
Insurance 
Mandated 
Hiring Costs

5Biv  Hiring 
Cost (% of 
Salary)

5Bv 
Mandated 
Dismissal 
Costs

5Bv Firing 
Costs (Weeks 
of Wages)

5Bvi  
Conscrip-
tion

5B  Labor 
Market 
Regula-
tions

Score Score Score Score Data Score Data Score Score

Hong Kong 10.0 6.9 8.9 8.5 5.0 8.8 12.9 10.0 8.8

United States 7.7 7.0 7.8 7.4 8.5 10.0 0.0 10.0 8.3

Iceland 10.0 7.7 6.7 6.4 12.0 8.8 13.0 10.0 8.2

New Zealand 6.5 4.5 7.7 10.0 0.0 10.0 0.0 10.0 8.1

Kuwait 10.0 5.5 8.4 6.7 11.0 6.1 42.4 10.0 7.8

Switzerland 10.0 7.8 8.1 5.9 13.6 8.9 12.0 5.0 7.6

Chile 7.3 4.9 8.5 9.0 3.4 5.2 51.3 10.0 7.5

United 
Kingdom

6.5 5.8 8.1 7.4 8.7 6.9 33.5 10.0 7.4

Japan 7.1 4.6 8.4 6.1 12.7 8.0 21.2 10.0 7.4

Botswana 4.6 4.1 6.7 10.0 0.0 8.2 18.9 10.0 7.3

Top 10 average 8.0 5.9 7.9 7.7 7.5 8.1 20.5 9.5 7.8

World average 5.6 4.8 6.6 4.8 16.3 5.5 49.3 6.2 5.6

Arab average 5.5 5.1 7.3 4.9 16.7 4.6 67.9 6.3 5.7

Jordan (2005) 4.8 3.9 7.9 6.7 11.0 1.7 90.0 10.0 5.8

Jordan (2006) 4.6 3.6 7.5 6.7 11.0 9.6 4.0 10.0 7.0

Difference -0.2 -0.3 -0.4 0.0 0.0 7.9 -86.0 0.0 1.2
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5.3 Regulation of Business
Overly stringent regulation can slow business expansion and weaken profits, which are both the means of further investment 
and the motivation for further investment.
Sample questions:
•      Does it take too long to register a business in Jordan?
•       How can the situation be improved?

Regulation of 
Business

5Ci  Price 
Controls

5Cii  
Administrative 
Requirements

5Ciii  
Bureaucracy 
Costs

5Civ  
Starting 
a  Business

5Civ Time 
(Days)

5Civ Cost 
(% of 
Income 
per Capita)

Score Score Score Score Data Data
Iceland 8.0 7.2 8.6 9.8 5.00 2.90
New Zealand 9.0 4.1 6.1 9.6 12.00 0.20
Denmark 7.0 4.6 8.4 9.7 5.00 0.00
Singapore 6.0 6.8 6.4 9.8 6.00 1.10
Sweden 7.0 3.7 8.3 9.4 16.00 0.70
Norway 6.0 4.7 7.1 9.5 13.00 2.70
Hong Kong 9.0 6.4 4.6 9.6 11.00 3.40
Canada 8.0 3.9 6.4 9.9 3.00 0.90
Australia 7.0 3.5 5.3 9.9 2.00 1.90
Ireland 6.0 4.8 6.7 9.2 24.00 5.30
Top 10 average 7.3 5.0 6.8 9.6 9.70 1.91
World average 4.8 3.5 4.6 7.6 47.5 77.7
Arab average 4.5 4.3 3.0 6.7 32.3 31.5

Jordan (2005) 3.0 4.3 3.1 5.0 36.0 45.9
Jordan (2006) 4.0 4.7 5.7 6.2 14.0 66.2
Difference 1.0 0.4 2.6 1.2 -22.0 20.3
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Regulation of 
Business
(Continued)

5Cv  Extra 
Payments/Bribes

5Cvi 
Licensing 
Restrictions

5Cvi Time 
(Days)

5Cvi Cost (% 
of Income 
per Capita)

5Cvii Tax 
Compliance

5Cvii Time 
(Hours)

5C Regulation 
of Business

Score Score Data Score Score Data Overall Score
Iceland 9.7 8.9 124.00 16.80 8.0 175.00 8.6
New Zealand 9.6 9.8 65.00 29.30 9.2 70.00 8.2
Denmark 9.5 9.6 70.00 71.30 8.5 135.00 8.2
Singapore 9.6 8.8 129.00 24.00 9.7 30.00 8.1
Sweden 9.3 8.8 116.00 119.60 8.6 122.00 7.9
Norway 9.3 9.2 97.00 53.90 9.0 87.00 7.8
Hong Kong 8.8 7.1 230.00 38.50 9.1 80.00 7.8
Canada 8.4 9.3 87.00 123.00 8.7 119.00 7.8
Australia 8.9 8.9 121.00 12.30 8.8 107.00 7.5
Ireland 8.4 7.9 181.00 23.60 9.1 76.00 7.5
Top 10 average 9.1 8.8 122.00 51.23 8.9 100.10 7.9
World average 6.2 6.6 209.6 646.2 6.2 354.3 5.7
Arab average 6.4 6.9 186.6 549.0 6.3 288.9 5.5
Jordan (2005) 7.1 8.0 122.0 506.3 8.9 101.0 5.6
Jordan (2006) 6.8 8.0 122.0 486.1 8.9 101.0 6.3
Difference -0.3 0.0 0.0 -20.2 0.0 0.0 0.7
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APPENDICES

Appendix A – Economic Freedom: 
An Overview

“Individuals have economic freedom 
when property they acquire without 
the use of force, fraud, or theft is 
protected from physical invasions 
by others and they are free to use, 
exchange, or give their property as 
long as their actions do not violate the 
identical rights of others. An index of 
economic freedom should measure 
the extent to which rightly acquired 
property is protected and individuals 
are engaged in voluntary transactions.” 
Gwartney, Lawson, and Block.

This is the classic definition of economic freedom, given in 
the first edition of the Economic Freedom of the World Report: 1975—
1995. The Economic Freedom project is on the cutting edge 
of today’s economic research on developing prosperity 
– for example, The International Monetary Fund’s World 
Economic Outlook: Building Institutions (September, 2005) uses the 
index as the best measure of institutional quality – but the 
practice of economic freedom itself as ancient as human 
history and as common as the village market is found in 
virtually all societies. 

The Economic Freedom of the World uses over 40 components in 
five areas (see Appendix below) to measure economic 
freedom. The index thus provides both a description of an 
economy and, by examining the individual components, a 
prescription for policy improvement. The index has been 
designed to measure how free individuals and families are 
to make their own economic decisions. Economic freedom 
unleashes the drive and ingenuity of individuals and has 
positive and dynamic consequences throughout the 
economy. Nobel Laureate Douglass North has called the 
economic freedom index the best available description of 
“efficient markets.”
The mechanics of economic freedom are easy to 
understand. Any transaction freely entered into must 
benefit both parties. Any transaction, which does not 
benefit both parties, would be rejected by the party that 
would come up short. This has consequences throughout 
the economy. Consumers who are free to choose will only 
be attracted by superior quality and price. A producer must 
constantly improve its price and quality or innovate new 
products. Without this, customers will not freely enter into 
transactions with the producer. Many billions of mutually 
beneficial transactions occur every day, powering the 
dynamic that spurs increased productivity and wealth 
throughout the economy.
Restrictions in unfree economies prevent people from 
making mutually beneficial transactions. Such free 
transactions are replaced by government action. This is 
marked by coercion, in collecting taxes, and lack of choice, 
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in accepting services. Instead of gains for both parties 
arising from each transaction, citizens must pay whatever 
bill is demanded in taxes and accept whatever service is 
offered in return. This leads to poorer lives. The simple 
truth is that, when free to do, individuals and families 
look after themselves better than a distant all-powerful 
government.
Moreover, while the incentives of producers in a free 
market revolve around providing superior goods and 
services in order to attract consumers, the public sector 
faces no such incentives. Instead, as public-choice theory 
reveals, incentives in the public sector often focus on 
rewarding interest groups, seeking political advantage, 
or even penalizing unpopular groups. This is far different 
from mutually beneficial exchange.
Economic freedom has roots in virtually all cultures, from 
the old European market cities, to Middle Eastern bazaars, 
to the village souk. Because of this commonality, the 
Economic Freedom of the World Project has generated similar reports 
around the world, including studies of economic freedom 
among India’s states, China’s provinces, European states, 
and Arab nations. 
The genesis of the Economic Freedom of the World: Annual Report 
itself traces back to 1984. Fraser Institute Executive 
Director Michael Walker, in conjunction with Milton and 
Rose Friedman, started the economic freedom project 
to enhance understanding of the connection between it 
and political and civil freedoms, and their collective role in 
influencing economic performance. 

The initial research phase of the project involved 60 of 
the world’s top thinkers, including a few Nobel Laureates. 
In the intervening 20 years, top economists, political 
scientists, philosophers and sociologists have refined the 
understanding of freedom and in particular our ability to 
identify when freedom exists in a place and when it does 
not. 
This better understanding – developed in economic 
freedom reports by James Gwartney and Robert Lawson, 
in cooperation with others – has lead to a number of 
important conclusions. Some of these conclusions are 
represented by charts included in this overview. The charts 
are simply snap shots in time, but they are backed by fact-
based research in the world’s top academic journals. 

Appendix B – The Impact of Economic 
Freedom

Note: For empirical evidence on 
the relationship between economic 
freedom and other positive socio-
economic indicators, such as economic 
growth and prosperity, see http://
www.freetheworld.com/papers.html 

Most research on economic freedom has involved the 
world index. It offers long-term time series and is of 
general interest to researchers across the globe. The 
following charts illustrate important findings on research 
based on the world index. 
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Economic Freedom and Prosperity
Quartile charts, such as the one below, can help illustrate important findings. The figures below show that nations in 
the top fifth of the economic freedom index have a per capita GDP of about $26,000 per year compared to GDP of 
about $3,300 in the least free nations. This probably overstates the per capita GDP of the world’s least free nations. 
There is not enough data available to include in the index many nations which appear to have abysmal levels of 
economic freedom and widespread misery, such as North Korea and Bhutan.  

GDP per capita, PPP 
(constant 2000 international $, 2005) 
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Sources: The Fraser Institute; The World Bank, World Development Indicators CD-ROM, 2007. 
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Economic Freedom and Inequality
Even if a rising tide lifts all boats, does it lift the richest more than the poorest, worsening inequality? Income 
distribution appears to be largely unaffected by economic freedom and open markets, as much economic research 
has shown.  In fact, in the least economically free nations, the poorest 10 per cent receive a slightly lower share of the 
national income, 2.2%, than they do in the freest nations, 2.5%. 
More importantly, because of the prosperity economic freedom brings, similar shares of the national income produce 
dramatically different results for the poor in free nations versus those in unfree nations. The poorest 10 per cent have 
an average income of $905 a year (though this again over states the average income in least free nations, like North 
Korea and Cuba, which are not included in the index due to lack of data) while the poorest 10 per cent in the most 
free nations have an average income of $7,300.
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Sources: The Fraser Institute; The World Bank, World Development Indicators CD-ROM, 2007. 
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Economic Freedom and Other Freedoms
When a government has the power to determine individuals’ ability to feed, cloth, house, and educate their families; 
hold a job and get a promotion; and restrict their ability to move ahead in other ways, government has all the tools 
it needs to suppress other freedoms, at least until life becomes unbearable and recourse is made to violence. When 
economic freedom is lacking, individuals and families must depend on the “kindness” of government to get ahead. 
Economic freedom gives people economic independence and lessens dependence on government, opening the 
way for increases in other freedoms. 
Empirical studies support the connection between Economic Freedom, other freedoms and democracy. No nation 
that lacks economic freedom has ever supported stable political and civil freedoms. On the other hand, no nation 
that has adopted economic freedom has ever failed to evolve towards civil and political freedoms, with only two 
exceptions, Singapore and Hong Kong. 
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Lower ratings indicate higher level of civil liberties

Sources: The Fraser Institute; Freedom House, Freedom in the World Country Ratings, 1972 through 2005, available at
 www.freedomhouse.org/.
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Economic Freedom and Corruption
Lack of economic freedom is the fuel source for corruption. Heavy regulations, which reduce economic freedom, give 
bureaucrats and officials the means to ask for special consideration or payments in granting regulatory permission. 
If there are no regulations or simple regulations that are easy to navigate, the means for demanding favours are 
reduced. Similarly, heavy or unfair taxation can lead people and businesses to seek ways to avoid taxation levels that 
could be ruinous. This again gives officials and bureaucrats leverage over people and businesses that simply want to 
get on with producing prosperity and jobs.

Economic Freedom Versus Corruption 
Higher value indicates lower level of corruption
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Sources: The Fraser Institute; Transparency International, Corruption Perceptions Index, available at www.transparency.org
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Appendix C – Explanatory Notes and Data 
Sources

Area 1. Size of Government: Expenditures, Taxes, and 
Enterprises 

General government consumption spending A.	
as a percentage of total consumption

This component is measured as general government 
consumption spending as a percentage of total 
consumption. The rating for this component is equal 
to: (Vmax - Vi) / (Vmax - Vmin) multiplied by 10. The Vi is 
the country’s actual government consumption as a 
proportion of total consumption, while the Vmax and 
Vmin were set at 40 and 6, respectively. 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 
 Sources: World Bank, World Development Indicators (various 
issues); International Monetary Fund, International Financial 
Statistics (various issues). 

Transfers and subsidies as a percentage of B.	
GDP 

This component is measured as general government 
transfers and subsidies as a share of GDP. The rating 
for this component is equal to: (Vmax - Vi) / (Vmax - Vmin) 

multiplied by 10. The Vi is the country’s ratio of transfers 
and subsidies to GDP, while the Vmax and Vmin 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 sectors. 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  Sources: International Monetary 
Fund, Government Finance Statistics Yearbook (various years); 
World Bank, World Development Indicators (various issues); 
International Monetary Fund, International Financial Statistics 
(various issues); Inter-American Development Bank, 
Economic and Social Progress in Latin America, 1994. 

Government enterprises and investment C.	
Data on the number, composition, and share of output 
supplied by State-Operated Enterprises (SOEs) and 
government investment as a share of total investment 
were used to construct the zero-to-10 ratings. Countries 
with more government enterprises and government 
investment received lower ratings. When there were few 
SOEs and government investment was generally less 
than 15% of total investment, countries were given a 
rating of 10. When there were few SOEs other than those 
involved in industries where economies of scale reduce 
the effectiveness of competition (e.g., power generation) 
and government investment was between 15% and 
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20% of the total, countries received a rating of 8. When 
there were, again, few SOEs other than those involved 
in energy and other such industries and government 
investment was between 20% and 25% of the total, 
countries were rated at 7. When SOEs were present in the 
energy, transportation, and communication sectors of 
the economy and government investment was between 
25% and 30% of the total, countries were assigned a rating 
of 6. When a substantial number of SOEs operated in 
many sectors, including manufacturing, and government 
investment was generally between 30% and 40% of the 
total, countries received a rating of 4. When numerous 
SOEs operated in many sectors, including retail sales, 
and government investment was between 40% and 
50% of the total, countries were rated at 2. A rating of 
zero was assigned when the economy was dominated 
by SOEs and government investment exceeded 50% 
of total investment  Sources: International Monetary 
Fund, Government Finance Statistics Yearbook (various issues); World 
Bank, World Development Indicators (various  issues); International 
Monetary Fund, International Finance Statistics (various issues); 
International Institute of Management Development 
(IMD), World Competitiveness Yearbook (2007); World Bank Policy 
Research Report, Bureaucrats in Business (1995); Rexford A. 
Ahene and Bernard S. Katz, eds., Privatization and Investment in Sub-
Saharan Africa (1992); Manuel Sanchez and Rossana Corona, 
eds., Privatization in Latin America (1993); Iliya Harik and Denis J. 
Sullivan, eds., Privatization and Liberalization in the Middle East (1992); 
OECD, Economic Surveys (various issues); L. Bouten and M. 

Sumlinski, Trends in Private Investment in Developing Countries: Statistics for 
1970–1995. 

Top marginal tax rateD.	

Top marginal income tax rate i.	
Countries with higher marginal 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 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 ratesii.	
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 1982/1984 US 
dollars (using beginning-of-year exchange rates and 
the US Consumer Price Index). These figures include 
subnational rates if applicable. 
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Income Threshold at which the Top Marginal Rate Applies (1982-1984 US$)

Top Marginal Tax Rate <$25,000 $25,000-
$50,000

$50,000-
$150,000

>$150,000

<20% 10 10 10 10
21%-25% 9 9 10 10
26%-30% 8 8 9 9
31%-35% 7 7 8 9
36%-40% 5 6 7 8
41%-45% 4 5 6 7
46%-50% 3 4 5 5
51%-55% 2 3 4 4
56%-60% 1 2 3 3
61%-65% 0 1 2 2
66%-70% 0 0 1 1
>70% 0 0 0 0

Sources: PricewaterhouseCoopers, Worldwide Tax Summaries Online,
<http://www.pwc.com/extweb/pwcpublications.nsf/docid/9B2B76032544964C8525717E00606CBD>; PricewaterhouseCoopers, 
Individual Taxes: A Worldwide Summary (various issues). 

Area 2. Legal Structure and Security of Property Rights 
Note: 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 independenceA.	
This component is from the Global Competitiveness Report’s survey 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  Source: World Economic 
Forum, Global Competitiveness Report (various issues), <http://www.weforum.org/en/initiatives/gcp/index.htm>. 

Impartial courtsB.	
This component is from the Global Competitiveness Report’s survey question: “The legal framework in your country for 



26

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  Note: The “Rule of Law” ratings from the World Bank’s Governance Indicators 
Project have been used to fill in omitted countries in the primary data source since 1995  Sources: World Economic 
Forum, Global Competitiveness Report (various issues), <http://www.weforum.org/en/initiatives/gcp/index.htm>; World 
Bank, Governance Indicators (various years), <http://www.worldbank.org/wbi/governance/govdata/>. 

Protection of property rightsC.	
This component is from the Global Competitiveness Report’s survey 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)” 
  Note: This replaces a previous Global Competitiveness Report question on protection of intellectual property 
 Source: World Economic Forum, Global Competitiveness Report (various issues), <http://www.weforum.org/en/
initiatives/gcp/index.htm>. 

Military interference in rule of law and the political processD.	
This component is based on the International Country Risk Guide’s 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”  Note: The “Political Stability and Absence of Violence” ratings from 
the World Bank’s Governance Indicators Project have been used to fill in omitted countries in the primary data source 
since 1995  Sources: PRS Group, International Country Risk Guide (various issues), <http://www.prsgroup.com/ICRG.
aspx>; World Bank, Governance Indicators (various years), <http://www.worldbank.org/wbi/governance/govdata/>. 

Integrity of the legal systemE.	
This component is based on the International Country Risk Guide’s Political Risk Component I for Law and Order: 
“Two measures comprising one risk component. 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 
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popular observance of the law”  Source: PRS Group, 
International Country Risk Guide (various issues), <http://www.
prsgroup.com/ICRG.aspx>. 

Legal enforcement of contractsF.	
This component is based on the World Bank’s Doing 
Business estimates for the time and money required to 
collect a clear-cut 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: (Vmax - Vi) 
/ (Vmax - Vmin) multiplied by 10. Vi represents the time 
or money cost value. The values for Vmax and Vmin were 
set at 725 days and 82.3% (1.5 standard deviations 
above average) and 62 days (1.5 standard deviations 
below average) and 0%, respectively. Countries with 
values outside of the Vmax and Vmin range received 
ratings of either zero or ten accordingly  Source: 
World Bank, Doing Business (various issues), <http://www.
doingbusiness.org/>. 

Regulatory restrictions on the sale of real G.	
property

This sub-component is based on the World Bank’s Doing 
Business data on the time and monetary costs required 
to transfer ownership of property that includes land 
and a warehouse. Zero-to-10 ratings were constructed 
for (1) the 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: (Vmax - Vi) / 
(Vmax - Vmin) multiplied by 10. Vi represents the time or 
money cost value. The values for Vmax and Vmin were set 
at 265 days and 15% (1.5 standard deviations above 
average) and 0 days and 0%, respectively. Countries 
with values outside of the Vmax and Vmin range received 
ratings of either zero or ten accordingly  Source: 
World Bank, Doing Business (various issues), <http://www.
doingbusiness.org/>. 

Area 3. Access to Sound Money

Money growthA.	
This 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. The M1 money supply figures were used to 
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measure the growth rate of the money supply. The 
rating is equal to: (Vmax - Vi) / (Vmax - Vmin) multiplied by 
10. Vi represents the average annual growth rate of 
the money supply during the last five years adjusted 
for the growth of real GDP during the previous ten 
years. The values for Vmin and Vmax 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 money supply growth increases toward 
50%. When the adjusted annual money growth is 
equal to (or greater than) 50%, a zero rating will result 
 Sources: World Bank, World Development Indicators (various 
issues); International Monetary Fund, International Financial 
Statistics (various issues). 

Standard deviation of inflationB.	
This 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 for each country: (Vmax - Vi) / (Vmax - Vmin) 
multiplied by 10. Vi represents the country’s standard 
deviation of the annual rate of inflation during the 
last five years. The values for Vmin and Vmax were set at 

zero and 25%, respectively. This procedure will 
allocate the highest ratings to the countries with 
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 
 Sources: World Bank, World Development Indicators 
(various issues); International Monetary Fund, 
International Financial Statistics (various issues). 

Inflation: Most recent yearC.	
Generally, the Consumer Price Index was used 
as the measure of inflation for this component. 
When these data were unavailable, the GDP 
deflator inflation rate was used. The zero-to-10 
country ratings were derived by the following 
formula: (Vmax - Vi) / (Vmax - Vmin) multiplied by 10. 
Vi represents the rate of inflation during the most 
recent year. The values for Vmin and Vmax were set 
at zero and 50%, respectively—the lower the rate 
of inflation, the higher the rating. Countries that 
achieve perfect price stability earn a rating 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  Sources: World 
Bank, World Development Indicators (various issues); 
International Monetary Fund, International Financial 
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Statistics (various issues). 

Freedom to own foreign currency bank D.	
accounts

When foreign currency bank accounts are permissible 
without restrictions both domestically and abroad, 
the rating is 10; when these accounts are restricted, 
the rating is zero. If foreign currency bank accounts 
are permissible domestically but not abroad (or 
vice versa), the rating is 5  Sources: International 
Monetary Fund, Annual Report on Exchange Arrangements and 
Exchange Restrictions (various issues); Currency Data and 
Intelligence, Inc., World Currency Yearbook (various issues). 

Area 4. Freedom to trade internationally

Taxes on international tradeA.	

International trad tax revenues (% of trade i.	
sector)

This sub-component measures the amount of taxes on 
international trade as a share of exports and imports. 
The formula used to calculate the ratings for this sub-
component was: (Vmax - Vi) / (Vmax - Vmin) multiplied 
by 10. Vi represents the revenue derived from taxes 
on international trade as a share of the trade sector. 
The values for Vmin and Vmax 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. (Note that except for two or 
three extreme observations, the revenues from taxes 
on international trade as a share of the trade sector 
are within the zero-to-15% range)
 Sources: International Monetary Fund, Government 
Finance Statistics Yearbook (various issues); International 
Monetary Fund, International Financial Statistics (various 
issues). 

Mean tariff rateii.	
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: (Vmax 
- Vi) / (Vmax - Vmin) multiplied by 10. Vi represents 
the country’s mean tariff rate. The values for Vmin 
and Vmax were set at 0% and 50%, respectively. This 
formula will allocate a rating 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 observations, all countries have 
mean tariff rates within this range from 0% to 50%) 
 Sources: World Trade Organization/International 
Trade Centre/United Nations Conference on Trade 
and Development, World Tariff Profiles 2006; World Bank, 
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World Development Indicators (various issues); Organisation 
for Economic Co-operation and Development, Indicators 
of Tariff and Non-tariff Trade Barriers (1996); World Bank, World 
Development Report 2000; J. Michael Finger, Merlinda D. 
Ingco, and Ulrich Reincke, Statistics on Tariff Concessions Given 
and Received (1996); Judith M. Dean, Seema Desai, and 
James Riedel, Trade Policy Reform in Developing Countries since 1985: 
A Review of the Evidence (1994); GATT, The Tokyo Round of Multilateral 
Trade Negotiations, Vol. II: Supplementary Report (1979); UNCTAD, 
Revitalizing Development, Growth and International Trade: Assessment and 
Policy Options (1987); R. Erzan and K. Kuwahara, The Profile of 
Protection in Developing Countries, UNCTAD Review 1, 1 (1989): 
29–49; Inter-American Development Bank (data 
supplied to the authors). 

Standard deviation of tariff ratesiii.	
Compared to a uniform tariff, wide variation in tariff 
rates exerts a more restrictive impact on trade and, 
therefore, on economic freedom. Thus, countries with 
greater variation in their tariff rates should be given 
lower ratings. The formula used to calculate the zero-
to-10 ratings for this component was: (Vmax - Vi) / (Vmax 
- Vmin) multiplied by 10. Vi represents the standard 
deviation of the country’s tariff rates. The values for 
Vmin and Vmax 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)  Sources: World Trade Organization/
International Trade Centre/United Nations Conference 
on Trade and Development, World Tariff Profiles 2006, <http://
stat. wto.org/CountryProfile/WSDBCountryPFHome.
aspx?Language=E>; World Bank, World Development 
Indicators (various issues); Organisation for Economic 
Co-operation and Development, Indicators of Tariff and 
Non-tariff Trade Barriers (1996); Jang-Wha Lee and Phillip 
Swagel, Trade Barriers and Trade Flows across Countries and Industries 
(NBER Working Paper Series No. 4799, 1994); Inter-
American Development Bank (data supplied to the 
authors). 

Regulatory Trade BarriersB.	

Non-tariff trade barriersi.	
This sub-component is based on the Global Competitiveness 
Report’s survey question: “In your country, tariff and 
non-tariff barriers significantly reduce the ability 
of imported goods to compete in the domestic 
market.” The question’s wording has varied slightly 
over the years  Source: World Economic Forum, 
Global Competitiveness Report (various issues), <http://www.
weforum.org/en/initiatives/gcp/index.htm>. 
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Compliance cost of importing and exportingii.	
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 export or import a full, 20-foot, 
container of dry goods that contains no hazardous 
or military items. Countries where it takes longer to 
export or import are given lower ratings. Zero-to-
10 ratings were constructed for (1) the time cost to 
export a good (measured in number of calendar 
days required) and (2) the time cost to import a good 
(measured in number of calendar days required). 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: (Vmax - Vi) / (Vmax - 
Vmin) multiplied by 10. Vi represents the time cost value. 
The values for Vmax and Vmin were set at 62 and 80 days 
(1.5 standard deviations above average) and 2 days 
(1.5 standard deviations below average) and 0 days, 
respectively. Countries with values outside of the Vmax 
and Vmin range received ratings of either zero or ten, 
accordingly  Note: In previous years, this component 
was based on the following survey question from 
the World Economic Forum’s Global Competitiveness Report: 
“Costs of importing—the combined effect of import 
tariffs, license fees, bank fees, and the time required 
for administrative red-tape raises costs of importing 
equipment (by 10% or less = score of 10; by more than 
50% = score of 0)”  Source: World Bank, Doing Business 
(various issues), <http://www.doingbusiness.org/>. 

Size of the trade sector relative to expectedC.	
Regression analysis was used to derive an expected 
size of the trade sector based on the population 
and geographic size of the country and its location 
relative to the concentration of world GDP. The 
actual size of the trade sector was then compared 
with the expected size for the country. If the actual 
size of the trade sector is greater than expected, 
this figure will be positive. If it is less than expected, 
the number will be negative. The percent change 
of the negative numbers was adjusted to make it 
symmetrical with the percent change of the positive 
numbers. The following formula was used to place 
the figures on a zero-to-10 scale: (Vi - Vmin) / (Vmax - 
Vmin) multiplied by 10. Vi is the country’s actual value 
for the component. Vmax and Vmin were set at 100% 
and minus 50%, respectively. (Note that minus 50% 
is symmetrical with positive 100%.) This procedure 
allocates higher ratings to countries with large trade 
sectors compared to what would be expected, given 
their population, geographic size, and location. 
On the other hand, countries with small trade 
sectors relative to the expected size receive lower 
ratings. A short paper providing additional details is 
available on the website: <http://www.freetheworld.
com/2004/TradeSectorMethodology.pdf>  Sources: 
World Bank, World Development Indicators (various issues); 
International Monetary Fund, International Financial 
Statistics (various issues); Central Intelligence Agency, 
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1997 World Factbook. 

Black-market exchange ratesD.	
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: (Vmax - Vi) / (Vmax - Vmin) multiplied by 10. Vi is 
the country’s black-market exchange-rate premium. 
The values for Vmin and Vmax 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%.  Sources: Monetary Research 
Institute, MRI Bankers’ Guide to Foreign Currency (various issues), 
<http://www.mriguide.com/>; World Bank, World 
Development Indicators (various issues); Currency Data and 
Intelligence, Inc., World Currency Yearbook (various issues of 
the yearbook and the monthly report supplement); 
International Monetary Fund, International Financial Statistics 
(various issues). 

International capital market controlsE.	

Foreign ownership/investment restrictionsi.	
This sub-component is based on the following two 
questions in the Global Competitiveness Report: “Foreign 
ownership of companies in your country is rare, 
limited to minority stakes and often prohibited in 
key sectors (= 1) or prevalent and encouraged (= 7)”; 
and “In your country, rules governing foreign direct 
investment are damaging and discourage foreign 
direct investment (= 1) or beneficial and encourage 
foreign direct investment (= 7).”  Source: World 
Economic Forum, Global Competitiveness Report (various 
issues), <http://www.weforum.org/en/initiatives/
gcp/index.htm>. 

Capital controlsii.	
The International Monetary Fund reports on up to 
13 different 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  Source: 
International Monetary Fund, Annual Report on Exchange 
Arrangements and Exchange Restrictions (various issues). 
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Area 5. Regulation of Credit, Labor, and Business 

Credit market regulationsA.	

Ownership of banksi.	
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 deposits 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 
deposits were between 40% and 75% of the total, the 
rating was 5. When private deposits 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  Sources: James R. Barth, 
Gerard Caprio, Jr. and Ross Levine, Bank Regulation and 
Supervision (various years), <http://econ.worldbank.
org/external/default/main?menuPK=64166093&pag
ePK=64165259&piPK=64165421&theSitePK=469382
&repNo=WPS2588>; James R. Barth, Gerard Caprio, 
and Ross Levine, Rethinking Bank Regulation: Till Angels Govern 
(2006); Euromoney Publications, The Telrate Bank Register 
(various editions); World Bank, Adjustment in Africa: Reforms, 
Results, and the Road Ahead (1994); Price Waterhouse, Doing 
Business… publication series; H.T. Patrick and Y.C. Park, 
eds., The Financial Development of Japan, Korea, and Taiwan: Growth, 

Repression, and Liberalization (1994); D.C. Cole and B.F. Slade, 
Building a Modern Financial System: The Indonesian Experience (1996); 
information supplied by member institutes of the 
Economic Freedom Network. 

Foreign bank competitionii.	
Beginning with Economic Freedom of the World: 2004 Annual 
Report, data on the denial rate of foreign bank license 
applications and on foreign bank assets were used to 
update most countries’ data. If a country approved 
all or most foreign bank applications and if foreign 
banks had a large share of the banking sector assets, 
the country received a higher rating according to the 
matrix below. 
In earlier years this component was based on a survey 
question, which has since been discontinued, from 
the World Economic Forum’s Global Competitiveness Report 
 Source: James R. Barth, Gerard Caprio, Jr., and 
Ross Levine, Bank Regulation and Supervision (various years), 
<http://econ.worldbank.org/external/default/main?
menuPK=64166093&pagePK=64165259&piPK=6416
5421&theSitePK=469382&repNo=WPS2588>; World 
Economic Forum, Global Competitiveness Report (2001). 



34

Foreign Bank License Denial Rate (Denials/Applications)

0% 0%-49% 50%-100%

Foreign Bank 
Assets as a Share 
of Total Banking 
Sector Assets

80%-100% 10 8 5

40%-79% 9 7 4

0%-39% 8 6 3

Private sector creditiii.	
This sub-component is based on the percentage of domestic credit consumed by the private sector. For this component, 
higher values are indicative of greater economic freedom. Thus, the formula used to derive the country ratings for 
this sub-component was (Vi - Vmin) / (Vmax - Vmin) multiplied by 10. Vi is the share of the country’s total  domestic credit 
allocated to the private sector and the values for Vmax and Vmin 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. A country’s rating will be close to 10 when the private 
sector’s share of domestic credit is near the base-year maximum (99.9%). A rating near zero results when the private 
sector’s share of credit is close to the base-year minimum (10.0%)  Source: International Monetary Fund, International 
Financial Statistics (various issues). 

Interest rate controls / negative real interest ratesiv.	
Data on credit-market controls and regulations were used to construct rating intervals. Countries with interest rates 
determined by the market, stable monetary policy, and positive real deposit and lending rates received higher 
ratings. 
When interest rates were determined primarily by market forces and the real rates were positive, countries were given 
a rating of 10. When interest rates were primarily determined by the market 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 
and lending rates were fixed by the government and the real rates were often negative by single-digit amounts, 
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countries were assigned a rating of 4. When the real 
deposit or lending rate was persistently negative by 
a double-digit amount, countries received a rating 
of 2. A zero rating was assigned when the deposit 
and lending rates were fixed by the government and 
real rates were persistently negative by double-digit 
amounts or hyperinflation had virtually eliminated 
the credit market  Source: International Monetary 
Fund, International Financial Statistics (various issues). 

Labor market regulationsB.	

Minimum wagei.	
This sub-component is based on the World Bank’s Doing 
Business data for the ratio of mandated minimum wage 
to the average value added per worker, an unpublished 
component that is part of the “Difficulty of Hiring 
Index.” Countries with higher mandated minimum 
wages relative to average value added per worker 
are given lower ratings. The formula used to calculate 
the zero-to-10 ratings for this sub-component was: 
(Vmax - Vi) / (Vmax - Vmin) multiplied by 10. Vi represents 
the ratio between minimum wage and average value 
added per worker. The values for Vmax and Vmin were 
set at 79% (1.5 standard deviations above average) 
and 0, respectively. Countries where the minimum 
wage was more than 79% of the average value added 
per worker were given a rating of zero. Countries with 
values outside of the Vmax and Vmin range received 

ratings of either zero or 10, accordingly  Note: In 
earlier reports, this component was based on two 
survey responses obtained from the World Economic 
Forum’s Global Competitiveness Report (various issues). The 
first question asked about the overall “impact of the 
minimum wage.” The second question asked about 
the strength of enforcement of the minimum wage 
law. Countries received higher ratings if the survey 
respondents indicated the minimum wage had a 
small impact and/or was not strongly enforced. 
Countries received lower ratings if the impact was 
deemed to be great and/or if the law was strongly 
enforced  Source: World Bank, Doing Business (various 
issues), <http://www.doingbusiness.org/>. 

Hiring and firing regulationsii.	
This sub-component is based on the Global Competitiveness 
Report’s question: “The hiring and firing of workers is 
impeded by regulations (= 1) or flexibly determined 
by employers (= 7).” The question’s wording has varied 
slightly over the years  Source: World Economic 
Forum, Global Competitiveness Report (various issues), <http://
www.weforum.org/en/initiatives/gcp/index.htm>. 

Centralized collective bargainingiii.	
This sub-component is based on the Global Competitiveness 
Report’s question: “Wages in your country are set by a 
centralized bargaining process (= 1) or up to each 
individual company (= 7).” The question’s wording 


