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  How Do We Measure Economic Freedom? 
See page 477 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2011 data unless otherwise noted.
Data compiled as of September 2012.

Quick Facts
population: 22.7 million
gdp (ppp): $914.5 billion
2.0% growth in 2011
5-year compound annual growth 2.6%
$40,234 per capita
unemployment: 5.1%
inflation (cpi): 3.4%
fdi inflow: $41.3 billion
public debt: 22.9% of GDP
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World Rank: 3  Regional Rank: 3

Australia’s economic freedom score is 82.6, making its 
economy the 3rd freest in the 2013 Index. Its overall score 

is 0.5 point lower than last year, with score gains in freedom 
from corruption and business freedom offset by declines in 
labor freedom and the management of government spending. 
Australia is ranked 3rd out of 41 countries in the Asia–Pacif-
ic region, and its score is well above the regional and world 
averages.

Australia’s strong commitment to economic freedom has 
resulted in a policy framework that encourages impressive 
economic resilience. A well-functioning independent judi-
ciary ensures strong protection of property rights, and cor-
ruption is minimal. Openness to global trade and investment 
is firmly institutionalized, and the economy has rebounded 
relatively quickly from the global recession.

The financial system has remained stable, and prudent regu-
lations have allowed banks to withstand the global financial 
turmoil with little disruption. Public finances are soundly 
managed, and sovereign debt levels are under control. A 
transparent and stable business climate makes Australia one 
of the world’s most reliable and attractive environments for 
entrepreneurs.

backgRound: Australia is one of the world’s least densely 
populated countries and one of the most urbanized, with most 
of the population concentrated in coastal cities. Since the 
early 1980s, successive Labor and Liberal governments have 
deregulated financial and labor markets and reduced trade 
barriers. Prime Minister Julia Gillard, leader of the Labor 
Party, heads a minority government in a closely divided par-
liament. Australia is one of the Asia–Pacific’s richest countries 
and has enjoyed economic expansion for over two decades. It 
came through the global recession relatively unscathed, but 
stimulus spending by the Labor government has led the coun-
try into deficit. Passage of a carbon tax raises doubts about 
future growth prospects. Australia is internationally competi-
tive in services, technologies, and high-value-added manufac-
tured goods. Exports remain heavily focused on mining and 
agriculture.
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THE TEN ECONOMIC FREEDOMS

Australia’s judicial system operates independently and impartially. Property rights are secure, 
and enforcement of contracts is reliable. Expropriation is highly unusual. Protection of intel-
lectual property rights is consistent with world standards. Effective anti-corruption measures 
discourage bribery of public officials and reinforce a tradition of clean government.

Australia’s regulatory environment, one of the world’s most transparent and efficient, is highly 
conducive to entrepreneurship. It takes only two days to launch a business. The labor market 
remains flexible, and unemployment is a relatively low 5 percent. Modest inflation allows the 
Reserve Bank of Australia flexibility to adjust interest rates. Reforms are reducing the range 
of goods that are subject to price controls.

Tariffs are low as a result of negotiated trade agreements and unilateral tariff cuts. Foreign and 
domestic investors receive equal treatment, but foreign investments above a certain thresh-
old may be screened. The well-developed financial sector is highly competitive and sound; all 
banks are privately owned. Since late 2010, banking reforms have fostered transparency and 
competition in the sector.

Fiscal policy has been relatively stable. The top income tax rate is 45 percent, and the flat cor-
porate tax rate is 30 percent. Other taxes include a value added tax (VAT) and a capital gains tax. 
The overall tax burden is equivalent to about 26 percent of GDP. A new carbon tax ensures esca-
lating prices over three years. Government spending amounts to 35.2 percent of total domestic 
output. Public debt remains low but has risen to 24 percent of GDP.
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