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How the 20 Largest Economies Performed

Score changes from the 2009 Index to the 2010 Inde x
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Source: Terry Miller and Kim R. Holmes, 2010 Index of Economic Freedom (Washington, D.C.: The Heritage Foundation and Dow Jones &
Company, Inc., 2010), at www.heritage.org/index.

)




=
e A

“Heritage “Foundation,
heritage.org

Economic Freedom Under Attack

United States
* Financial bailouts
» Stimulus spending

« Auto bankruptcies and nationalizatior
United Kingdom

« Stimulus spending

* Bank regulation and nationalization
China

* Protectionism

« Currency manipulation
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Economic Freedom Advancing

Poland

* Reduced business regulation

e Cut taxes
Mexico

* Opened new sectors to foreign investment
Turkey

e Cut taxes

* Reduced corruption

European Union

o Cutin applied tariffs

=]




P
e A

“Heritage “Foundation,

heritage.org

Higher Government Spending? Lower Growth ...

For OECD member nations

Government Spending as a Percentage of GDP
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—-3.3%
—-39%

—5.3%
GDP Growth, Q2 2008 to Q2 2009

Notes: Spending figures are averages from 2008 to 2009;
GDP growth data are based on OECD members with
2008 and 2009 data available.
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Fiscal Stimulus — No Impact on Growth

Each dot % Change in Government Expenditure
represents . (2007 to 2008)

a nation in 1.5%

the OECD . ¢
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Notes: GDP changes are from Q2 2008 to Q2 2009; figures are based on the 28 OECD
countries for which data are available.
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1995 to 2010: 16 Years of the Index of Economic Fre edom
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Timeless Principles of Economic Freedom

« Empowerment of the Individual
e Non-discrimination

« Open Competition




Measuring Economic Freedom

Business Freedom
Trade Freedom

Fiscal Freedom
Government Spending
Monetary Freedom
Investment Freedom
Financial Freedom
Property Rights

Freedom from Corruption
Labor Freedom
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Ten Economic Freedoms: Global Averages

Overall Economic Freedom

Business Freedom

Trade Freedom

Fiscal Freedom

Gov't Spending

Monetary Freedom
Investment Freedom
Financial Freedom

Property Rights

Freedom from Corruption

Labor Freedom
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Economic Freedom: Regional Score Changes

Economic Freedom

80 -

North America: 75.6
443 million people

70 -

@ 2009 Index @ 2010 Index

Europe: 66.8
813 million people

Middle East/ North Africa:
60 60.4

334 million people

50 -

Asia-Pacific: 57.0
3.7 billion people

Central and South
American/Caribbean: 59.7
460 million people

Sub-Saharan Africa: 52.9
768 million people

Source: Terry Miller and Kim R. Holmes, 2010 Index of Economic Freedom (Washington, D.C.: The Heritage Foundation
and Dow Jones & Company, Inc., 2010), at www.heritage.org/index; International Monetary Fund, at
http:/lwww.imf.org/external/ns/cs.aspx?id=28; World Development Indicator Online, the World Bank, at

www.worldbank.org/data.




Which Countries Enjoy More Economic Freedom?

Top 10
1. Hong Kong 179.
2. Singapore 178.
3. Australia 177.
4. New Zealand 176.
5. lIreland 175.
6. Switzerland 174.
7. Canada 173.
8. United States 172.
9. Denmark 171.
10. Chile 170.

22. Austria

Bottom 10

North Korea
Zimbabwe

Cuba

Eritrea

Burma

Venezuela

Libya

Dem. Rep. of Congo
Turkmenistan
Solomon Island




2010 Index: Austria’s Economic Freedom

World Rank: 22 Regional Rank: 11




2010 Index: Austria’s Ten Economic Freedoms




Economic Freedom of the European Union




Economic Freedom: Austria vs. EU and EURO Zone




Economic Freedom is Key to Prosperity

GDP per Capita (in constant 2000 US$) Correlation: 0.67

R?=0.45
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Economic Freedom

Sources: Terry Miller and Kim R. Holmes, 2010 Index of Economic Freedom (Washington, D.C.: The Heritage Foundation and Dow Jones & Company, Inc.,
2010), at www.heritage.org/index; World Bank, World Development Indicator Online, www.worldbank.org/data




The Greater Economic Freedom, The Higher Standard o f Living

GDP per Capita (in constant 2000 US$)

$30,000 - $28.,091

$25,000 - $23,253

$20,000
$15,000
$10,000

$5,000

Free Mostly Free Moderately Free Mostly Unfree Represse d

Economic Freedom

Sources: Terry Miller and Kim R. Holmes, 2010 Index of Economic Freedom (Washington, D.C.: The Heritage Foundation and Dow Jones & Company, Inc.,
2010), at www.heritage.org/index; World Bank, World Development Indicator Online, www.worldbank.org/data




Economic Freedom Improves Growth Rates

Average per Capita
Income Growth (%)

5.0 -

4.2%

1st quintile 2nd quintile 3rd quintile 4th quintile 5th quintile
Change in Economic Freedom (2000 Index to 2010 Inde  Xx)

Sources: Terry Miller and Kim R. Holmes, 2010 Index of Economic Freedom (Washington, D.C.: The Heritage Foundation and Dow Jones & Company, Inc.,
2010), at www.heritage.org/index; World Bank, World Development Indicator Online, www.worldbank.org/data




Economic Freedom Promotes Good Governance

Economist Intelligence Unit Democracy Index
12 -

¢ .o Correlation: 0.67
R?=0.45
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Economic Freedom

Sources: Terry Miller and Kim R. Holmes, 2010 Index of Economic Freedom (Washington, D.C.: The Heritage Foundation and Dow Jones & Company, Inc., 2010),
at www.heritage.org/index; the Economist Intelligence Unit's Index of Democracy, Country Forecasting Services, Economist Intelligence Unit, at
http://graphics.eiu.com/PDF/Democracy%20Index%202008.pdf




Economic Freedom Promotes Human Development

United Nation's Human Development Index
1.0 - 0.957

0.906 Correlation: 0.63
R2 =0.40

Free Mostly Free Moderately Free Mostly Unfree Represse d

Economic Freedom

Sources: Terry Miller and Kim R. Holmes, 2010 Index of Economic Freedom (Washington, D.C.: The Heritage Foundation and Dow Jones & Company, Inc., 2010),
at www.heritage.org/index; Human Development Reports, United Nations Human Development Programme, at http://hdr.undp.org/en/statistics/




Economic Freedom is Key to Overall Well-Being

Prosperity
Index Rank
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Index of Economic Freedom Rank

Sources: Terry Miller and Kim R. Holmes, 2010 Index of Economic Freedom (Washington, D.C.: The Heritage Foundation and Dow
Jones & Company, Inc., 2010), at www.heritage.org/index; 2009 Legatum Prosperity Index: An Inquiry into Global Wealth and
Wellbeing, at http://www.prosperity.com/downloads/2009LegatumProsperityindexReport.pdf.




How to Achieve Better Environmental Protection?
Not by Meeting after Meeting...




Economic Freedom Promotes a Clean Environment

Average Score of the Environmental Performance Inde  x Correlation: 0.56
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Economic Freedom

Sources: Terry Miller and Kim R. Holmes, 2010 Index of Economic Freedom (Washington, D.C.: The Heritage Foundation and Dow Jones & Company, Inc., 2010), at
www.heritage.org/index; Daniel C. Esty, M. A. Levy, C. H. Kim, A. de Sherbinin, T. Srebotnjak, and V. Mara, 2008 Environmental Performance Index (New Haven:
Yale Center for Environmental Law and Policy, 2008), at http://epi.yale.edu/Framework.




Economic Freedom Reduces Poverty

Sources: Terry Miller and Kim R. Holmes, 2010 Index of Economic Freedom (Washington, D.C.: The Heritage Foundation and Dow Jones & Company, Inc., 2010), at
www.heritage.org/index; Human Development Reports, United Nations Human Development Programme, at http://hdr.undp.org/en/reports/




Three Informative Chapters of the 2010 Index

 Trading for Prosperity
by the Honorable Elaine Chao

e Economic Freedom and Crisis Performance in Asia
by Derek Scissors, Ph.D.

e Access to Information:

Vital for Efficient Markets & Economic Reform
by James Roberts




Index Websites

For the first time ever, the U.S. has dropped out o
the free category and fallen to mostly free in the
2010 Index of Economic Freedom. Of the world’s
20 largest economies, the U.S. has suffered the
largest drop in economic freedom. It’s clear why
our economy is failing to generate jobs. To see
other highlights from the 2010 Index of Economic
Freedom
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For More Information, Please Visit
www.heritage.org/index




