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Hong Kong	 89.71	
Singapore	 86.12	
Australia	 82.63	
New Zealand	 82.14	
Ireland 	 81.35	
Switzerland	 81.16	
Canada	 80.47	
United States	 78.08	
Denmark 	 77.99	
Chile	 77.210	
United Kingdom 	 76.511	
Mauritius	 76.312	
Bahrain	 76.313	
Luxembourg 	 75.414	
The Netherlands	 75.015	
Estonia 	 74.716	
Finland 	 73.817	
Iceland	 73.718	
Japan	 72.919	
Macau	 72.520	
Sweden 	 72.421	
Austria 	 71.622	
Germany 	 71.123	
Cyprus 	 70.924	
Saint Lucia	 70.525	
Georgia	 70.426	
Taiwan	 70.427	
Botswana	 70.328	
Lithuania 	 70.329	
Belgium 	 70.130	
South Korea	 69.931	
El Salvador	 69.932	
Uruguay	 69.833	
Czech Republic 	 69.834	
Slovakia 	 69.735	
Spain 	 69.636	
Norway	 69.437	
Armenia	 69.238	
Qatar	 69.039	
Barbados	 68.340	
Mexico	 68.341	
Kuwait	 67.742	
Oman	 67.743	
Israel	 67.744	
Peru	 67.645	
United Arab Emirates	 67.346	
The Bahamas	 67.347	
Malta 	 67.248	
Saint Vincent and  49	

	 the Grenadines	 66.9
Latvia 	 66.250	
Hungary 	 66.151	
Jordan	 66.152	
Albania	 66.053	
Costa Rica	 65.954	
Trinidad and Tobago	 65.755	
Macedonia	 65.756	
Jamaica	 65.557	
Colombia	 65.558	
Malaysia	 64.859	
Panama	 64.860	
Slovenia 	 64.761	
Portugal 	 64.462	
Romania 	 64.263	
France 	 64.264	
Saudi Arabia	 64.165	

Thailand	 64.166	
Turkey	 63.867	
Montenegro	 63.668	
Madagascar	 63.269	
Dominica	 63.270	
Poland 	 63.271	
South Africa	 62.872	
Greece 	 62.773	
Italy 	 62.774	
Bulgaria 	 62.375	
Uganda	 62.276	
Namibia	 62.277	
Cape Verde	 61.878	
Belize	 61.579	
Kyrgyz Republic	 61.380	
Paraguay	 61.381	
Kazakhstan	 61.082	
Guatemala	 61.083	
Samoa	 60.484	
Fiji	 60.385	
Dominican Republic	 60.386	
Ghana	 60.287	
Mongolia	 60.088	
Lebanon	 59.589	
Burkina Faso	 59.490	
Morocco	 59.291	
Croatia	 59.292	
Rwanda	 59.193	
Egypt	 59.094	
Tunisia	 58.995	
Azerbaijan	 58.896	
Tanzania	 58.397	
Nicaragua	 58.398	
Honduras	 58.399	
Zambia	 58.0100	
Kenya	 57.5101	
Swaziland	 57.4102	
Bhutan	 57.0103	
Serbia	 56.9104	
Algeria	 56.9105	
Nigeria	 56.8106	
Cambodia	 56.6107	
Vanuatu	 56.4108	
The Philippines	 56.3109	
Bosnia and  110	

	 Herzegovina	 56.2
Mozambique	 56.0111	
Mali	 55.6112	
Brazil	 55.6113	
Indonesia	 55.5114	
Benin	 55.4115	
Gabon	 55.4116	
Pakistan	 55.2117	
The Gambia,	 55.1118	
Senegal	 54.6119	
Sri Lanka	 54.6120	
Yemen	 54.4121	
Malawi	 54.1122	
Côte d’Ivoire	 54.1123	
India	 53.8124	
Moldova	 53.7125	
Papua New Guinea	 53.5126	
Tonga	 53.4127	
Tajikistan	 53.0128	
Niger	 52.9129	
Nepal	 52.7130	

Suriname	 52.5131	
Cameroon	 52.3132	
Mauritania	 52.0133	
Guinea	 51.8134	
Argentina	 51.2135	
Ethiopia	 51.2136	
Bangladesh	 51.1137	
Laos	 51.1138	
Djibouti	 51.0139	
China	 51.0140	
Haiti	 50.8141	
Micronesia	 50.6142	
Russia	 50.3143	
Vietnam	 49.8144	
Syria	 49.4145	
Bolivia	 49.4146	
Ecuador	 49.3147	
Maldives	 49.0148	
São Tomé and  149	

	 Príncipe	 48.8
Belarus	 48.7150	
Equatorial Guinea	 48.6151	
Central African  152	

	 Republic	 48.4
Guyana	 48.4153	
Angola	 48.4154	
Lesotho	 48.1155	
Seychelles	 47.9156	
Sierra Leone	 47.9157	
Uzbekistan	 47.5158	
Chad	 47.5159	
Burundi	 47.5160	
Togo	 47.1161	
Ukraine	 46.4162	
Liberia	 46.2163	
Timor-Leste	 45.8164	
Comoros	 44.9165	
Kiribati	 43.7166	
Guinea–Bissau	 43.6167	
Iran	 43.4168	
Republic of Congo	 43.2169	
Solomon Islands	 42.9170	
Turkmenistan	 42.5171	
Democratic Republic  172	

	 of Congo	 41.4
Libya	 40.2173	
Venezuela	 37.1174	
Burma	 36.7175	
Eritrea	 35.3176	
Cuba	 26.7177	
Zimbabwe	 21.4178	
North Korea	   1.0179	

n/a	 Afghanistan	 n/a 
n/a	 Iraq	 n/a  
n/a	 Liechtenstein	 n/a 
n/a	 Sudan	 n/a 



The Heritage Foundation  •  heritage.org/index 1

T   he 2010 Index of Economic Freedom 
covers 183 countries around the 
world, ranking 179 of them with 

an economic freedom score based on 
10 measures of economic openness, 
regulatory efficiency, the rule of law, 
and competitiveness. The basic princi-
ples of economic freedom emphasized 
in the Index are individual empower-
ment, equitable treatment, and the  
promotion of competition.

The results of the 2010 Index 
include the following:

Four Asia–Pacific economies con-•	

tinue to lead the world in economic 
freedom. Hong Kong maintains 
its position as the world’s fre-
est economy, a distinction it has 
enjoyed for 16 consecutive years. 
Singapore remains close, ranked as 
the world’s second freest economy. 
Australia and New Zealand, ranked 
3rd and 4th this year, have solidi-
fied their position at the top of the 
rankings. As in 2009, a total of seven 
economies have attained “free” sta-
tus in the Index rankings, although 
the composition of this group has 

changed a bit, with Switzerland 
moving in and the United States 
dropping out.

Every region continues to maintain  •	

at least one of the top 20 freest 
economies, but there has been 
noticeable reshuffling within this 
highly ranked group. With its eco-
nomic freedom score dropping by 
2.2 points, Iceland’s ranking slid to 
near the bottom of the top 20, while 
Switzerland moved up three places 
to 6th place. The United Kingdom is 
now out of the top 10. Nine of the 20 
freest economies are European, led 
by Ireland, Switzerland, and Den-
mark. Six of the top 20 are from the 
Asia–Pacific region, and two are from 
North America. The U.S. dropped 
two spots in the rankings and now 
trails Canada. The other regions are 
represented by one country each: 
Chile (South and Central America/
Caribbean region); Mauritius (Sub-
Saharan Africa region); and Bahrain 
(Middle East/North Africa region). 
Mauritius recorded impressive prog-
ress and is now ranked as the world’s 
12th freest economy.

Highlights of the 2010  
Index of Economic Freedom
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 The positive relationship •	

between economic freedom 
and prosperity is confirmed 
yet again in the 2010 Index. 
Gross domestic product 
per capita is much higher 
in countries that score well 
in the Index. The positive 
relationship holds true at all 
levels of economic freedom 
but becomes even more dra-
matic as economic freedom 
increases. Chart 1 shows a 
strong positive relationship 
between the level of eco-
nomic freedom and GDP 
per capita.

Economic freedom improves •	

the overall quality of life, 

promotes political and social 

progress, and supports envi-

ronmental protection. The 
2010 Index provides strong evidence 
that economic freedom has far-
reaching positive impacts on various 
aspects of human development. 
Economic freedom correlates with 
poverty reduction, a variety of desir-
able social indicators, democratic 
governance, and environmental  
sustainability.

With respect to the economic  
crisis of 2008–2009, the evidence  
in the Index supports several pre-
liminary conclusions:1

1.  The 2010 Index is based primarily on data cover-
ing the period from July 2008 through June 2009. 
It thus captures only the early effects of the global 
financial crisis and recession and some of the policy 
responses by governments. Future editions of the 
Index should provide a more complete picture.

Countries diverged sharply in their •	

response to the global crisis: Many 
continued to promote economic 
freedom; others did not. Regret-
tably, attacks on the free market, 
fueled by the economic slowdown 
and the political appeal of quick 
interventionist remedies, gained 
strong momentum in some coun-
tries—and with far-reaching effects. 
Exactly half of the major economies 
curtailed economic freedom to 
some degree through various inter-
ventionist measures. Perhaps more 
significant for the long-term prog-
ress of economic freedom, the other 
half did not.

As a result of increasing government •	

interference in economic activity  
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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 Indicators Online, at http://publications.worldbank.org/WDI.
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in many countries, overall progress 
toward greater economic freedom 
has been interrupted. The average 
economic freedom score for the 2010 
Index is 59.4, down 
0.1 point from 
2009. This is only 
the second time in 
the history of the 
Index that average 
scores for coun-
tries measured in 
successive years 
have declined.

Increased govern-•	

ment spending 
did not improve 
economic crisis 
performance. In 
light of the global 
financial and 
economic storm, 
many advanced 
economies’ 
governments 
have stepped up 

spending to promote growth and 
employment. The early evidence  
is that such spending has not 
worked.

Source: Miller and Holmes, 2010 Index of Economic Freedom, at www.heritage.org/index.

How the Largest Economies Fared
One-year changes in Index of Economic Freedom scores for the 20 largest economies

Chart 2 heritage.org

Poland: 2.9

Mexico: 2.5

Turkey: 2.2

Indonesia: 2.1

South Korea: 1.8

Italy: 1.3

France: 0.9

Germany: 0.6

Japan: 0.1

Australia: 0

Ca
na

da
: –0

.1

Ru
ssi

a: 
–0

.5

Sp
ain

: –0
.5

Ind
ia: 

–0
.6

Bra
zil:

 –1
.1

Be
lgiu

m: –2
.0

The
 Neth

erl
an

ds:
 –2

.0

Ch
ina

: –2
.2

U.K
.: –

2.5

U.S
.: –

2.7

–9.0%

–5.5%

–2.0%

1.5%

–10.0% 0.0% 10.0% 20.0% 30.0%

Change
in GDP

Trend Line

Each dot 
represents 
a nation in 
the OECD

Correlation = –0.071
R2 = 0.005

% Change in Government Expenditure 
(2007 to 2008)

Sources: Miller and Holmes, 2010 Index of Economic Freedom, at www.heritage.org/index; 
Organisation for Economic Co-operation and Development, OECD.StatExtract, Quarterly 
National Accounts: Quarterly Growth Rates of GDP, volume, at http://stats.oecd.org/
index.aspx; Organisation for Economic Co-operation and Development, OECD Economic 
Outlook No. 85 Annex Tables, June 2009, at http://www.oecd.org/document/
61/0,3343,en_2649_34573_2483901_1_1_1_1,00.html; International Monetary 
Fund, World Economic Outlook Database, at http://www.imf.org/external/pubs/ft/weo/
2009/02/weodata/index.aspx.

Notes: GDP changes are from Q2 2008 to Q2 2009; �gures are based on the 28 OECD 
countries for which data are available.

Chart 3 heritage.org

Fiscal Stimulus: No Impact on Growth

n



Highlights of the 2010 Index of Economic Freedom4

Ten Economic Freedoms: WORLD AVERAGES

Business Freedom
Trade Freedom
Fiscal Freedom

Government Spending
Monetary Freedom

Investment Freedom
Financial Freedom

Property Rights
Fdm. from Corruption

Labor Freedom

most freeleast free
1000 50

64.6
74.2
75.4
65.0
70.6
48.9
48.6
43.8
40.5
62.1

BUSINESS FREEDOM — 64.6
Business freedom improved, sometimes 
quite significantly, in 52 countries this 
year. The average business freedom score 
increased slightly by 0.3 point. Globally, 
starting a business takes an average of 35 
days, while getting necessary licenses takes 
an average of about 218 days. Bankruptcy 
proceedings take three years on average.

TRADE FREEDOM — 74.2
For the world as a whole, average tariffs 
fell by one-half of a percentage point over 
the past year to 6.8 percent. By contrast, 

ment. Undermining the overall investment environ-
ment, government expropriations increased in some 
countries in Latin America and parts of Central Asia.

FINANCIAL FREEDOM — 48.6
Only a few countries’ financial freedom scores 
changed in the 2010 Index. A total of 16 countries, 
including the U.S., the U.K., and Iceland, lost 10 
points in the rankings as a result of various interven-
tions, including bailout programs and even nation-
alizations of financial institutions. Governments that 
quickly reversed interventionist actions were not 
penalized. Six countries continued financial liberaliza-
tion during the year. Overall, the average financial 
freedom score dropped 0.6 point in the 2010 Index.

PROPERTY RIGHTS — 43.8
The gradual worldwide improvement in property rights 
was interrupted this year, and the average score 
on this component declined 0.2 point in the 2010 
Index. Some governments sought to justify expropria-
tions and nationalizations on the basis of the global 
financial turmoil. On the positive side, protection of 
property rights improved in 27 countries.

FREEDOM FROM CORRUPTION — 40.5
The average score for freedom from corruption 
improved by 0.2 point in the 2010 Index, but this 
component still records the lowest average score 
among the 10 economic freedoms. High levels of 
persistent corruption in many of the less developed 
countries continue to severely retard economic growth.

LABOR FREEDOM — 62.1
Many economies have implemented more flexible 
labor regulations, improving market flexibility, enhanc-
ing productivity, and spurring job growth. The overall 
labor freedom score increased by 0.8 point in the 
2010 Index, with 44 countries recording gains of 2.5 
points or more.

The 10 Economic Freedoms: A Global Look

non-tariff barriers increased, reflecting a disturbing 
trend for countries to resort to more subtle forms of 
protectionism. The average trade freedom score rose 
by 1.0 point, with improved scores in 107 countries 
throughout the world.

FISCAL FREEDOM — 75.4
Overall fiscal freedom improved by 0.5 point in the 
2010 Index. The average top tax rate on individual 
income is now 29.3 percent, and the average top tax 
rate on corporate income is 25.1 percent. The aver-
age total tax burden as a percentage of GDP is 23.2 
percent. Since July 2008, 32 countries have reformed 
or reduced taxes, despite the challenging economic 
environment.

GOVERNMENT SPENDING — 65.0
The average score for government spending 
decreased by 0.1 point in the 2010 Index. Many gov-
ernments have undertaken stimulus measures and 
increased spending, increasing deficit and debt lev-
els; the average level of public debt as a percentage 
of GDP in advanced economies has risen sharply to 
around 80 percent. The average level of government 
spending as a portion of GDP is 32.8 percent.

MONETARY FREEDOM — 70.6
The 2010 Index registered a significant decline in 
monetary freedom (3.4 points) due to inflationary 
pressures, primarily in commodities markets, from 
mid-2007 through 2008. However, sharp drops in 
demand in 2009 have eased inflation, and prospects 
are good for increased monetary freedom scores over 
the coming year.

INVESTMENT FREEDOM — 48.9
The average investment freedom score improved by 
0.2 point in the 2010 Index. Of the 110 investment-
related policy measures initiated in various countries 
during 2008, 85 encouraged foreign direct invest-

Highlights of the 2010 Index of Economic Freedom4
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S   ince the second half of 2008, the 
world economy has been under
going a period of uncertainty and 

slowing economic growth. While some 
proclaimed the death of capitalism, the 
free market system has, in fact, demon-
strated an impressive level of resilience 
during 2009 and now shows vital signs 
of an economic upturn. Policy choices 
made at this critical juncture of the 
global recovery will unquestionably 
shape the growth trajectory for the 
world economy in the years ahead.

Countries on Diverging Paths

The financial crisis and recession 
that afflicted the world economy in 
2008 and 2009 resulted in, and may 
even have been caused by, significant 
reductions in economic freedom in a 
number of countries around the world. 
At the same time, many other countries 
have held firm on the path to greater 
economic freedom and the greater 
prosperity that it brings. After five years 
in which economic freedom had shown 
modest but steady advances through-
out the world, the 2010 Index has mea-
sured a small decline—one-tenth of a 

Economic Freedom  
in Uncertain Times

point (0.1 point)—in the world average 
economic freedom score.1

The recession of 2008–2009 was 
the first major worldwide economic 
disruption of the age of globalization. 
Economically free countries are typi-
cally more open and engaged with the 
world economy than their more repres-
sive counterparts. Many of the most 
economically free were among the first 
to feel the effects of the crisis, which 
spread through the financial system. 
Those that are most open to trade, and 
particularly those that are most depen-
dent on export-oriented growth, were 
among the most vulnerable to econom-
ic downturns in other countries.

On the other hand, the economically 
free countries, which over the years have 
grown faster and accumulated more 
wealth than their repressed counterparts, 
were in a better position to withstand a 
temporary downturn. The economically 

1.  The average score in the Index declined from 2008 
to 2009 because of the addition in 2009 of a substan-
tial number of countries with below average freedom 
scores. For countries covered in both the 2008 and 
2009 editions, the average overall economic freedom 
score increased by one-tenth of a point in 2009.
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In the concluding chapter of their 
book Free to Choose, the late  
Milton and Rose Friedman were 

optimistic that freedom would prevail:

Fortunately, we are waking up. We 

are again recognizing the dangers of 

an over-governed society, coming 

to understand that good objectives 

can be perverted by bad means, that 

reliance on the freedom of people to 

control their own lives in accordance 

with their own values is the surest 

way to achieve the full potential of a 

great society.

Though published in 1980, this 
observation is astonishingly relevant 
today.

Over the past year, many have  
wondered whether the global system  
of free enterprise could survive what 
has turned out to be the deepest reces-
sion of the post–World War II era.  
Certainly, anyone looking at the mas-
sive stimulus spending undertaken in 
the United States, coupled with govern-
ment bailouts or takeovers of financial 
firms and auto manufacturers, could 
be forgiven for doubting the future of 

capitalism in America. Proposals for 
nationalization of health care and an 
energy cap-and-trade program put the 
United States on a path that diverges 
sharply from its historical leadership 
in the quest for greater freedom, both 
economic and political.

It might surprise readers in the 
United States to know that propos-
als for greater government control of 
economic activity have not taken the 
world by storm. In fact, there has been 
little global demand for a shift to cen-
tral planning or extensive state owner-
ship of private businesses in the name 
of recovery and stability. Too many 
people in too many countries have lived 
under such systems too recently. They 
understand the costs of big govern-
ment and have no intention of giving 
up economic freedoms only recently 
won. The 2010 Index of Economic Free-
dom documents a pattern of countries 
around the world holding true to the 
course of economic liberalization. Even 
in the United States, it was clear by the 
end of 2009, with opposition to big-
government programs in health care 

Freedom’s Test



Highlights of the 2010 Index of Economic Freedom12

and climate change increasing, that the 
American people were waking up.

Despite the past year’s follies in 
responding to the global economic 
slowdown, our free-market system and 
capitalism are not at the edge of cata-
strophic breakdown. But a revitalized 
commitment to economic freedom 
is essential to our well-being in the 
future. As the late Irving Kristol noted, 
“once the idea gets around that we 
are in a profound crisis and that only 
‘drastic action’ by Washington can save 
us—then it will be time to head for the 
storm cellars.”

Our confidence in economic free-
dom is being tested. The 2010 Index of 
Economic Freedom, like its predeces-
sors, provides ample evidence of the 
benefits of economic freedom, both to 
individuals and to societies. People in 
economically free societies live longer 
and healthier lives. They enjoy greater 
political freedom and can better defend 
their human rights. Economic freedom 
reduces poverty, opening the gates of 
prosperity to ever more people around 
the world.

Economic freedom is not a dog-
matic ideology. It represents instead the 

rejection of dogma and the embrace 
of diverse and even competing strate-
gies for economic advancement. It is, 
however, revolutionary in intent and 
result. By dispersing economic power 
and decision-making throughout an 
economy, economic freedom empowers 
ordinary people with greater opportu-
nity and more choices.

No other systems that have been 
tried have come close in terms of pro-
viding broad-based prosperity. Experi-
ence teaches that even the best efforts 
of central planners and bureaucrats do 
not lead to sustainable growth. As the 
20th anniversary of the fall of the Berlin 
Wall reminds all of us, countries that 
have tried that approach have failed 
economically as well as politically.

The surer path to prosperity and a 
greater society is the path of freedom: 
letting individuals decide for them-
selves how best to achieve their dreams 
and aspirations and those of their fami-
lies. It is that path whose course we map 
in the Index of Economic Freedom.

____

Excerpt from the 2010 Index of Economic 

Freedom Preface by Edwin J. Feulner
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The Road to Recovery
The countries of the world have diverged sharply in their responses to the global recession. 

Some are unwavering in their pursuit of economic freedom, proven over decades to be the surest way 

to increase wealth and fight poverty. Others have turned away, seeking economic security through 

government programs or controls.

Which path is better? The early results are in. The 2010 Index of Economic Freedom finds that 

countries that have held true to the principles of economic freedom are recovering more quickly, forging 

ahead in the global quest for prosperity. For the others, their policies of government intervention and 

regulation have, so far at least, simply not worked.
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