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1994
de Vanssay, X. and Z. A. Spindler (1994). Freedom and Growth: Do Constitutions Matter. Public
Choice. 78, 3-4: 359-372.
This paper empirically investigates whether certain constitutional enumerations matter for economic growth.
We find that negative (positive) rights tend to have a positive (negative) effect on economic growth, and that
structural constraints have a more significant and larger effect than procedural constraints.
Uses the 'Scully and Slottje' Index as an independent variable. (See: Scully, GW and Slottje, D, (1991)
"Ranking Economic Liberty Across Countries" Public Choice 69, pp. 151-2). The model estimates the steadystate solution of an (institutionally) augmented Solow growth model. The dependent variable is the logarithm
of per-capita income. This is a cross-section analysis covering 100 countries.

1996
de Vanssay, X. and Z. A. Spindler (1996). Constitutions, Institutions and Economic Convergence:
An International Comparison. Journal for Studies in Economics and Econometrics. 20, 3
(November): 1-19.
Abstract: This paper explores empirically whether constitutional enumerations and economic freedom indexes
affect economic convergence. Some constitutional features and economic freedom do affect convergence,
though economic freedom is by far the more influential.
Uses the 'Scully and Slottje' Index as an independent variable. (See: Scully, GW and Slottje, D, (1991)
"Ranking Economic Liberty Across Countries" Public Choice 69, pp. 151-2). The dependent variable is the
average annual per capita growth rate. This is a cross-section analysis covering 109 countries.
Islam, Sadequil (1996). Economic Freedom, per Capita Income and Economic Growth. Applied
Economics Letters 3: 595-97.
Examines the effect of economic freedom on income and growth in high-, middle-, and low-income country
sets and finds that economic freedom is significant for a sample of all countries but only in some subsets.
Uses the precursor to Economic Freedom of the World, Measuring Economic Freedom, by James Gwartney,
Walter Block and Robert Lawson, a chapter in Stephen Easton and Michael Walker (eds.), Rating Global
Economic Freedom (Vancouver: The Fraser Institute, 1992). Measuring Economic Freedom is the main data
source for institutional variables.
Paul, C.W.; Souder, W.E.; Schoening, N.C. (November 1996). The influence of government policies
on innovation and technological advance. Journal of Scientific and Industrial Research of India. 55
(11): 851-859.
Petersmann, E.U. (June 1996). International competition rules for governments and for private
business - The case for linking future WTO negotiations on investment, competition and

environmental rules to reforms of anti-dumping laws. Journal of World Trade. 30 (3): 5-35.

1997
Ali, Abdiweli M. (1997). Economic Freedom, Democracy and Growth. Journal of Private Enterprise
13 (Fall): 1-20.
This paper takes advantage of newly constructed measures of economic freedom to show the importance of
economic freedom on growth. I find that economic freedom is a more robust determinant of growth than
political freedom and civil liberty.
Uses summary ratings from Economic Freedom of the World: 1975-1995 as one variable in a comparison of a
number of institutional variables.
Anwar, S.T. (1997). Economic freedom of the world: 1975-1995. Journal of International Business
Studies. 28 (4): 872-878.
Dornbusch, R. (1997). Brazil's incomplete stabilization and reform. Brookings Papers on Economic
Accountability. (1): 367-404.
Easton, Steven T., and Michael A. Walker (1997). Income, Growth, and Economic Freedom.
American Economic Review 87 (2) (May): 328-32.
Finds that economic freedom is an important explanatory variable for steady-state levels of income. The
addition of a variable for economic freedom is also shown to increase the explanatory power of a neo-classical
growth model.
Economic Freedom of the World: 1975-1995 is the main data source for institutional variables.
Goldsmith, Arthur A. (1997). Economic Rights and Government in Developing Countries: CrossNational Evidence on Growth and Development. Studies in Comparative International Development
32 (2) (summer): 29-44.
The paper finds that developing countries that score better in protecting economic rights also tend to grow
faster and to score higher in human development. In addition [the paper finds that] economic rights are
associated with democratic government and with higher levels of average national income.
Uses summary ratings from Economic Freedom of the World: 1975-1995 as one of a number of institutional
variables.
Hakura, F.S. (April 1997). The Euro-Mediterranean policy: The implications of the Barcelona
Declaration. Common Market Law Review. 34 (2): 337-366.
Hanke, Steve H., and Stephen J.K. Walters (1997). Economic Freedom, Prosperity, and Equality: A
Survey. Cato Journal 17 (2) (Fall): 117-46.
The article compares several institutional indexes for content and explanatory power: Gerald Scully's studies,
The Fraser Institute's Economic Freedom of the World, Freedom House's Economic Freedom Indicators, The
Heritage Foundation's Indices of Economic Freedom, The International Institute for Management
Development's World Competitiveness Yearbook 1996, The World Forum's Global Competitiveness Report
1996. Compares liberty and prosperity, equality and foreign policy implications. They find that economic

freedom is positively correlated with per-capita GNP.
Economic Freedom of the World: 1975-1995 is used as one variable in a comparison of a number of
institutional variables.
Jordan, Jerry L. (1997). Jobs Creation and Government Policy. Cato Journal 16 (3) (Winter): 28794.
Argues that employment-creating initiatives or job-creation policies hinder the creation of new technology and
the process of "creative destruction." Also argues that the role of government monetary intervention in the
economy should be limited to creating stable monetary policy.
Makes reference to the general conclusions of Economic Freedom of the World: 1975-1995 regarding
economic freedom and income and growth.
Mbaku, J.M. (December 1997). Africa in the post-Cold War era: Three strategies for survival.
Journal of Asian and African Studies. 32 (3-4): 223-244.
Park, Walter G., and Juan Carlos Ginarte (1997). Intellectual Property Rights and Economic
Growth. Contemporary Economic Policy 15 (July): 51-61.
The authors have compiled an index of intellectual property rights, and examine its effects on growth and the
factors of production (investment, schooling, and R&D). The paper finds that IPRs affect economic growth
indirectly by stimulating the accumulation of factor inputs like R&D and physical capital.
Uses summary ratings of Economic Freedom of the World: 1975-1995 as a control variable for market
institutions in the analysis.
Trebilcock, Michael J. (1997). What Makes Poor Countries Poor?: The Role of Institutional Capital
in Economic Development. Chapter in The Law and Economics of Development, edited by Edgardo
Buscaglia, William Ratliff and Robert Cooter. Greenwich: JAI Press.
Discusses the general conclusions regarding economic freedom and growth found in Economic Freedom of the
World: 1975-1995.

1998
Ayal, Eliezer B., and Karras Georgios (1998). Components of Economic Freedom and Growth: An
Empirical Study. Journal of Developing Areas 32 (Spring): 327-38.
The paper uses regression analysis to examine the effect of the components of economic freedom on growth,
output and investment and finds that "economic freedom enhances growth both via increasing total factor
productivity and via enhancing capital accumulation." It also identifies components that have the highest
statistical effects on these variables, with the aim of informing policy makers.
Uses component ratings from Economic Freedom of the World: 1975-1995 as the main data source for
institutional variables.
Chafuen, Alejandro (1998). Estado y Corrupcion. In Alejandro Chafuen and Eugenio Guzmán,

Corrupción y Gobierno (Santiago, Chile: Fundación Libertad y Desarrollo): 45-98.
Finds that corruption is negatively related to economic freedom.
Economic Freedom of the World: 1975-1995 and Transparency International are the main data-source for
institutional variables.
Dawson, John W. (1998). Institutions, Investment, and Growth: New Cross-Country and Panel
Data Evidence. Economic Inquiry 36 (October): 603-19.
This paper outlines the alternative channels through which institutions affect growth, and studies the
empirical relationship between institutions, investment, and growth. The empirical results indicate that (i)
free-market institutions have a positive effect on growth; (ii) economic freedom affects growth through both a
direct effect on total factor productivity and an indirect effect on investment; (iii) political and civil liberties
may stimulate investment; (iv) an important interaction exists between freedom and human capital
investment; (v) Milton Friedman's conjectures on the relation between political and economic freedom are
correct; (vi) promoting economic freedom is an effective policy toward facilitating growth and other types of
freedom.
Uses Economic Freedom of the World: 1975-1995 as the main data source for institutional variables.
De Haan, Jakob, and Clemens L.J. Sierman (1998). Further Evidence on the Relationship between
Economic Freedom and Economic Growth. Public Choice 95: 363-80.
Primarily investigates the robustness of the index of economic freedom devised by Gerald Scully and D.J.
Slottje and determines that the robustness of results depends heavily on how freedom is measured. Finds
that some specifications are robust predictors of the growth rate of real per-capita GDP (1980-1992) but few
are robust for investment share of GDP.
Empirical analysis on Economic Freedom of the World: 1975-1995 is limited to correlation with the Scully and
Slotjie's index. Suggests further empirical work be done on Economic Freedom of the World.
Elbadawi, I. and Schmidt-Hebbel, K. (December 1998). Macroeconomic policies, instability and
growth in the world. Journal of African Economy. 7: 116-168 Suppl. 2.
Farr, W. Ken, Richard A. Lord, and J. Larry Wolfenbarger (1998). Economic Freedom, Political
Freedom and Economic Well-Being: A Causality Analysis. Cato Journal 18 (2) (Fall): 247-62.
The paper uses Granger causality analysis to demonstrate that economic freedom "causes" economic wellbeing and economic well-being "causes" economic freedom. Additionally, the authors argue that economic
well-being causes political freedom but that there is no causation flowing from political freedom to economic
well-being. The paper also finds no evidence of a casual relationship in either direction between economic
freedom and political freedom. Indirectly economic freedom causes political freedom through its effect on
economic well-being.
Economic Freedom of the World: 1975-1995 and the Freedom House index of political rights and civil liberties
are the main data sources for institutional variables.

Ford, John B., Kiran W. Karande, and Bruce M. Seifert (1998). The Role of Economic Freedom in
Explaining the Penetration of Consumer Durables. Journal of World Business 33 (1): 69-86.
The study examines the link between economic freedom (a measure of government intervention) and the
penetration of three durable goods (televisions, radios and automobiles) across countries.
Cites conclusions of Economic Freedom of the World: 1975-1995; uses other indexes of economic freedom for
empirical work.
Grubel, Herbert G. (1998). Economic Freedom and Human Welfare: Some Empirical Findings. Cato
Journal 18 (2) (Fall): 287-304.
The paper compares economic freedom to income, growth, unemployment in the OECD, the UN Human
Development Index, life expectancy, literacy, poverty, and income distribution. It finds that economic
freedom does not have a cost in terms of income levels, income growth, unemployment rates, and human
development.
Economic Freedom of the World: 1997 Annual Report is the main data source for institutional variables.
Gwartney, James, Randall Holcombe, and Robert Lawson (1998). The Scope of Government and
the Wealth of Nations. Cato Journal 18 (2) (Fall): 163-90.
The paper examines the effect of the size of government in OECD countries upon economic growth. This
paper draws on the authors' Joint Economic Committee Study, The Size and Functions of Government and
Economic Growth.
Makes reference to the general conclusions regarding economic freedom and income and growth as published
in Economic Freedom of the World: 1975-1995 and Economic Freedom of the World: 1997 Annual Report.
Henderson, David (1998). The Changing Fortunes of Economic Liberalism. London: Institute of
Economic Affairs.
A comprehensive review of the trends in economic liberalism in the last century. The book covers economic
liberalism in thought and practice as well as discussing how the climate of political and popular opinion has
both helped and constrained the development of liberal policy. One section uses the Economic Freedom of the
World to discuss the progress made by countries engaging in economic reform and the appendix discusses the
derivation, benefits, and limitations of the Economic Freedom of the World.
Economic Freedom of the World: 1975-1995 is the only quantitative source for institutional variables.
Johnson, James P., and Tomasz Lenartowicz (1998). Culture, Freedom and Economic Growth: Do
Cultural Values Explain Economic Growth? Journal of World Business 33 (4): 332-56.
The paper discusses which cultural values are associated with economic freedom, drawing on two
international quantitative cultural indexes.
Uses the summary ratings from Economic Freedom of the World: 1975-1995 as one of a number of

institutional variables.
Johnson, Simon, Daniel Kaufmann, and Pablo Zoido-Lobaton (1998). Government in Transition:
Regulatory Discretion and the Unofficial Economy. American Economic Review, Papers and
Proceedings (May): 159-239.
Empirically studies the effect of institutional quality on the share of the unofficial economy in GDP.
Uses the component, Equality of Citizens under the Law and Access of Citizens to a Non-Discriminatory
Judiciary, of Economic Freedom of the World: 1997 Annual Report as one of a number of institutional
variables.
Kealey, T. (April 1998). Why science is endogenous: a debate with Paul David (and Ben Martin,
Paul Romer, Chris Freeman, Luc Soete and Keith Pavitt). Research Policy. 26 (7-8): 897-923.
Lim, Linda Y.C. (1998). Whose "Model" Failed? Implications of the Asian Economic Crisis.
Washington Quarterly 21 (3): 25-36.
The paper examines the conflicting interpretations of the role of governments and economic freedom in the
success and subsequent crises in Asia.
Cites conclusions of Economic Freedom of the World: 1975-1995.
Mbaku, John Mukum, (1998). Constitutional Engineering and the Transition to Democracy in PostCold War Africa. The Independent Review 2 (4) (Spring): 501-17.
Discusses the constitutional guarantees necessary to secure economic freedom and why such guarantees are
important. Focuses specifically on Africa.
Makes reference to the general conclusions of Economic Freedom of the World: 1975-1995 regarding
economic freedom and income and growth.
Milhaupt, Curtis (1998). Property Rights in Firms. Virginia Law Review 84: 1145-94.
Discusses how differences in property rights and corporate governance systems arise within differing
institutional frameworks.
Uses the Property Rights component of Economic Freedom of the World: 1975-1995 as one of a number of
institutional variables in case-study analysis.
Nelson, Michael A., and Ram D. Singh, (1998). Democracy, Economic Freedom, Fiscal Policy and
Growth in LDCs: A Fresh Look. Economic Development and Cultural Change 46 (4) (July): 677-96.
The study examines the effect of democracy on economic growth after controlling for a number of variables
for the size of government and institutions. The study finds that it is not the redistributive policies of
democratic governments that hinder development in developing countries but the lack of economic freedom.
Uses the precursor to Economic Freedom of the World, Measuring Economic Freedom, by James Gwartney,
Walter Block and Robert Lawson, a chapter in Stephen Easton and Michael Walker (eds.), Rating Global

Economic Freedom (Vancouver: The Fraser Institute, 1992). The summary ratings of Measuring Economic
Freedom are used as one variable in a comparison of a number of variables for institutions and the size of
government.
Norton, Seth W. (1998). Poverty, Property Rights, and Human Well-being: A Cross-national Study.
Cato Journal 18 (2) (Fall): 233-45.
The paper compares property rights to indicators of development and determines that the well-being of the
world's poorest inhabitants [is] sensitive to the cross-national specification of property rights. The paper
shows that well-specified property rights enhance the well-being of the world's most impoverished.
Economic Freedom of the World: 1997 Annual Report and the Heritage Foundation's Indices of Economic
Freedom are the main data source for institutional variables.
Norton, Seth W. (1998). Property Rights, the Environment, and Economic Well-Being. In Peter J.
Hill and Roger E. Meiners (eds.), Who Owns the Environment (Rowman & Littlefield): 37-54.
Investigates whether countries with better property rights have better performance on environmental
measures.
Uses the summary ratings of Economic Freedom of the World: 1975-1995 as one of four measures used as
proxies for property rights.
Porket, J.L. (1998). Is the state in retreat? Politicka Ekonomie. 46 (6): 805-815.
Simmons, J.; Jones, K.; Kamikihara, S.; et al. International comparisons of commercial structure
and public policy implications. Progress in Planning. 50: 291-313 Part 4.
Vásquez, Ian (1998). Official Assistance, Economic Freedom, and Policy Change: Is Foreign Aid
Like Champagne? Cato Journal 18 (2) (Fall): 275-86.
Makes reference to the general conclusions of Economic Freedom of the World: 1997 Annual Report regarding
economic freedom and income and growth and argues that foreign aid is propping up countries that are not
economically free. Mr Vásquez also tests the notion that aid agencies target pro-growth policies. He finds that
for the countries where economic freedom declines or does not improve, foreign aid actually increases (19 of
20 cases). As well, in over one-half of these countries GDP per capita declines.
Makes reference to the general conclusions of Economic Freedom of the World: 1997 Annual Report regarding
economic freedom and income and growth.
Voigt, Stefan (1998). Making Constitutions Work: Conditions for Maintaining the Rule of Law. Cato
Journal 18 (2) (Fall): 191-208.
Makes reference to the general conclusions of Economic Freedom of the World: 1975-1995 regarding
economic freedom and income and growth and discusses conditions under which the rule of law can be
maintained.

1999
Berggren, Niclas (1999). Economic Freedom and Equality: Friends or Foes? Public Choice 100, 3/4

(September): 203-23.
This paper describes a theoretical model of the relationship between economic freedom and income
distribution, and investigates empirical results. The results indicate that "sustained and gradual increases in
economic freedom influence equality measures positively... [but] the absolute level of economic freedom
appears to be negatively related to equality in some cases."
Uses summary ratings from Economic Freedom of the World: 1975-1995 as the main data source for
institutional variables.
Campos, N.F. and Nugent, J.B. (March 1999). Development performance and the institutions of
governance: Evidence from east Asia and Latin America. World Development. 27 (3): 439-452.
Esposto, Alfredo, and Peter Zaleski (1999). Economic Freedom and the Quality of Life.
Constitutional Political Economy. Vol. 10, 185-97.
Abstract: Previous empirical research on the social and economic impact of freedom has tended to focus on
the link between freedom and economic growth rates. Only a few studies have looked at freedom's effect on
the quality of life, and these generally focused on the effect of political freedom. Here, we attempt to bridge
this gap by analyzing the effect of economic freedom on the quality of life. Taking advantage of newly
developed measures of economic freedom, we analyze the impact of economic freedom on life expectancy
and literacy rates. We find that greater economic freedom enhances the quality of life both across nations and
increases the improvements in the quality of life over time.
Gwartney, James, Robert Lawson and Randall Holcombe (1999). Economic Freedom and the
Environment for Economic Growth. Journal of Institutional and Theoretical Economics 155 (4): 121.
This study examines the relationship between economic freedom and economic growth. The authors find that
economic freedom is a "significant determinant of economic growth, even when human and physical capital,
and demographics are taken into account." The authors also test for causality. They find that increases in
economic freedom lead to higher economic growth but not that higher economic growth leads to higher
economic freedom.
Uses summary ratings from Economic Freedom of the World: 1997 Annual Report as one of a number of
institutional variables.
Koch, L.T. (May-June 1999). External initial management - Demands made on a culture favoring
national foundation by conditions determined by globalization. Betriebswirtschaftliche Forschung
Und Praxis. 51 (3): 307-321.
Koka, B.R.; Prescott, J.E.; Madhavan, R. (1999). Contagion influence on trade and investment
policy: A network perspective. Journal of International Business Studies. 30 (1): 127-147.
La Porta, R.; Lopez-De-Silanes, F.; Shleifer, A.; et al. (April 1999). The quality of government.
Journal of Law and Economic Organization. 15 (1): 222-279.
Mbaku, John Mukum, ed. (1999). Preparing Africa for the Twenty-First Century: Strategies for
Peaceful Coexistence and Sustainable Development. Aldershot, UK and Brookfield, VT: Ashgage.
Chapter 6, A Balance Sheet of Structural Adjustment in Africa: Towards a Sustainable Development Agenda

(John Mukum Mbaku) and chapter 12, Making the State Relevant to African Societies (John Mukum Mbaku)
emphasize the constitutional guarantee of economic freedoms as the single most important way both to
generate the wealth that Africans need to meet the challenges of the new century and to deal more effectively
with the continent's colossal debt.
Makes reference to the general conclusions of Economic Freedom of the World: 1975-1995 regarding
economic freedom and income and growth.
McGinnis, J.O. (Summer 1999). A new agenda for international human rights: Economic freedom.
Catholic University Law Review. 48 (4): 1029-1034.
McGuire, J. W. (Winter 1999). Labor union strength and human development in East Asia and Latin
America. Studies in Comparative International Development. 33 (4): 3-34.
Oi, Walter (1999). The Hearty and Cheery State. Contemporary Economic Policy 17 (1) (January):
138-46.
Argues that human capital is a consequence of growth, not a cause, and that economic freedom allows the
best chance for economic progress.
Makes reference to the general conclusions of Economic Freedom of the World: 1975-1995 regarding
economic freedom and income and growth.
Peebles, G. (March 1999). The key to the Asian miracle: Making shared growth credible. Journal of
Southeast Asian Studies. 30 (1): 147-153.
Pyzdek, T. (December 1999). A road map for quality beyond control - Addressing problems,
ensuring prosperity. Quality Progress. 32 (12): 33-38.
Rodrik, D, (December 1999). Where did all the growth go? External shocks, social conflict, and
growth collapses. Journal of Economic Growth. 4 (4): 385-412.
Veenhoven, R. (October 1999). Quality-of-life in individualistic society. Social Indicators Research.
48 (2): 157-186.
Wu, Wenbo & Otto A. Davis. The two freedoms, economic growth and development: an empirical
study. Public Choice. 100: 39-64, 1999.
The main results are: given economic freedom, the rate of economic growth is independent of political
freedom and the level of income; given the level of income, political freedom is independent of economic
freedom and the growth rate. The analysis suggests the fundamental effects of economic freedom in fostering
economic growth and a high level of income as the condition of a high degree of political freedom." The article
also uses principle component analysis to weight the results published in Economic Freedom of the World.
Economic Freedom of the World: 1975-1995 and Freedom House's Economic Freedom Indicators on political
right and civil liberties are the main data sources for institutional variables.
Wu, Wenbo, and Otto A. Davis (1999). The Two Freedoms in a Growth Model. Journal of Private
Enterprise 14 (2): 115-43.
The paper develops a theoretical model describing how economic and political freedoms might impact
economic growth, then estimates the relative impact of the two on growth in the world as a whole, and for

subsets of developing and developed nations.
Summary ratings from Economic Freedom of the World: 1975-1995 provide a key institutional variable.
Yago Glenn, L. Ramesh, D. Brumbaugh, and J. Barth (1999). Capital Access Index: Deconstructing
Global Financial Architecture: Global Capital Access and Policy Backlash. Santa Monica, CA: Milken
Institute.
The paper focuses on the institutional structures that are involved in capital flows, globalization, and financial
crisis. The Global Capital Access Index is presented as a means of comparing the financial markets of different
countries.
Components of Economic Freedom of the World: 1975-1995 used in compiling the Global Capital Index.

2000
Burkhart, R.E. (March 2000). Economic freedom and democracy: Post-cold war tests. European
Journal of Political Research. 37 (2): 237-253.
Caudill, Steven; Zanella, Fernando and Mixon, Franklin Jr. (2000). Is Economic Freedom One
Dimensional? A Factor Analysis of Some Common Measures of Economic Freedom. Journal of
Economic Development 25 (June) : 17-39.
De Haan, Jakob and Jan-Egbert Sturm (2000). On the Relationship between Economic Freedom
and Economic Growth. European Journal of Political Economy. 16: 215-241.
Abstract: It is often maintained that economic freedom underlies high levels of economic growth. This paper
compares various indicators for economic freedom. We conclude that, although these measures differ
somewhat in their coverage, they show similar rankings for the countries covered. Some elements in these
measures are, however, questionable. Our main conclusion is that greater economic freedom fosters
economic growth. The level of economic freedom is, however, not related to growth.
Fukuyama, F. and Marwah, S. (October 2000). Dimensions of development. Journal of Democracy.
11 (4): 80-94.
Goldsmith, A.A. (March 2000). Sizing up the African state. Journal of Modern African Studies. 38
(1): 1-20.
Gutierrez, L.H. and Berg, S. (November-December 2000). Telecommunications liberalization and
regulatory governance: lessons from Latin America. Telecommunication Policy. 24 (10-11): 865884.
Leschke, Martin. (2000). Constitutional Choice and Prosperity: A Factor Analysis. Constitutional
Political Economy 11 (September): 265-279.
Factor Analysis is the method used in this paper to extract from a pool of components that describe freedom
two main factors, namely the appropriateness of the framework in which the market operates, and the degree
of political intervention in the market place. It is shown that these two factors have great influence on the
prosperity of nations.
Uses the Economic Freedom of the World: 1998 index as the main data source for institutional variables. Also
contains extensive analysis of the Fraser index and its components.

Levine, R.; Loayza, N.; Beck, T. (August 2000). Financial intermediation and growth: Causality and
causes. Journal of Monetary Economics. 46 (1): 31-77.
Poot, J. (Fall 2000). A synthesis of empirical research on the impact of government on long-run
growth. Growth Change. 31 (4): 516-546.
Rose, Andrew (2000). One Money, One Market: Estimating the Effect of Common Currencies on
Trade. Economic Policy. Vol. 15 (30).
Investigates the effects of exchange-rate volatility and currency unions on international trade. The author
uses the summary ratings to test the sensitivity of his model of trade between nations. Finds a statistically
significant relationship between trade among nations and economic freedom.
Uses the summary ratings from Economic Freedom of the World: 1997 Annual Report as one of a number of
variables.
Scott, K.E. (March 2000). What are the lessons from history? Journal of Institutional and
Theoretical Economics. 156 (1): 207-210.
Wagner, D.N. (January 2000). Liberal order for software agents? An economic analysis. The
Journal of Artificial Societies and Social Simulation. 3 (1): U87.
Weder, B. and Brunetti, A. (June 2000). Another tale of two cities: A note on institutions in Hong
Kong and Singapore. Journal of Institutional and Theoretical Economics. 156 (2): 313-324.
Weede, E. (August 2000). Growing rivalries - China and India advancing toward world power
status. Internationale Politik. 55 (7): 39-45.

2001
Ali, Abdiweli M. and W. Mark Crain (2001). Political Regimes, Economic Freedom, Institutions and
Growth. Journal of Public Finance and Public Choice. Vol. 19 (1), 3-22.
Etchemendy, S. (January-March 2001). (published in english in the journal Latin American Politics
and Society). Desarrollo Economico. 40 (160): 675-706.
Etchemendy, S. (Fall 2001). Constructing reform coalitions: The politics of compensations in
Argentina's economic liberalization. Latin American Politics and Society. 43 (3): 1-35.
Evans, MDR; Kelley, J.; Wanner, R.A. (September 2001). Educational attainment of the children of
divorce: Australia, 1940-90. Journal of Sociology. 37 (3): 275-297.
Fedderke, J.W.; de Kadt, RHJ; Luiz, J.M. (March 2001). Indicators of political liberty, property
rights and political instability in South Africa: 1935-97. International Review of Law and
Economics. 21 (1): 103-134.
Glaeser, E.; Johnson, S.; Shleifer, A. (August 2001). Coase versus the Coasians. Quarterly Journal
of Economics. 116 (3): 853-899.
Goldsmith, A.A. (Winter 2001). Foreign aid and statehood in Africa. International Organization. 55
(1): 123.
Johnson, Gordon O.F. (2001). Creating a Climate for Private Sector Investment. In Deryke
Belshaw, Robert Calderisi, and Chris Sugden (eds). Faith in Development. USA: Regnum Books
International.
Levitsky, S. (October 2001). Organization and labor-based party adaptation - The transformation
of Argentine Peronism in comparative perspective. World Politics. 54 (1): 27.
Mao, Yushi. A Comment on the Comparison of Index of Marketization among Provinces in China.
China Industrial Economy News. May 2001. (available only in Chinese)
Mahoney, P.G. (2001). The Common Law and Economic Growth: Hayek Might Be Right. Journal of

Legal Studies. Vol. 30 (June), 503-25.
Abstract: Recent finance scholarship finds that countries with legal systems based on the common law have
more developed financial markets than civil-law countries. The present paper argues that finance is not the
sole, or principal, channel through which legal origin affects growth. Instead, following Hayek, I focus on the
common law's association with limited government. I present evidence that common-law countries
experienced faster economic growth than civil-law countries during the period 1960-92 and then present
instrumental variables results that suggest that the common law produces faster growth through greater
security of property and contract rights.
Padovano, F. and Galli, E. (January 2001). Tax rates and economic growth in the OECD countries
(1950-1990). Economic Enquiry. 39 (1): 44-57.
Reed, O.L. (Spring 2001). Law, the rule of law, and property: A foundation for the Private Market
and Business Study. American Business Law Journal. 38 (3): 441-473.
Ronca G. and G. Guggiola (Eds). EU Economic Freedom Index: First Annual Report 2001. Italy:
Centro Einaudi, 2001.
Sturm, J.E. and De Haan, J. (June 2001). How robust is the relationship between economic
freedom and economic growth? Applied Economics. 33 (7): 839-844.
Abstract: Using various indicators for economic freedom, it is shown that increases in economic freedom are
robustly related to economic growth. This conclusion holds even if the impact of outlying observations is taken
into account. The level of economic freedom is not related to growth.
Vogel, S.K. (December 2001). The crisis of German and Japanese capitalism - Stalled on the road
to the liberal market model? Comparative Political Studies. 34 (10): 1103-1133. Scully, G.W. (July
2001). Government expenditure and quality of life. Public Choice. 108 (1-2): 123-145.

2002
Adkins, Lee C., Ronald L. Moomaw, and Andreas Savvides. Institutions, Freedom, and Technical
Efficiency. Southern Economic Journal. 69 (July, 2002), 92-108.
The authors cite the Economic Freedom of the World 1975-1995 report and use the data from the Economic
Freedom of the World: 2001 Annual Report. The authors conclude that increases in economic freedom are
associated with improved economic performance in that increases in economic freedom move countries closer
to the production frontier.
Ali, Abdiweli M. and W. Mark Crain (Winter 2002). Institutional Distortions, Economic Freedom and
Growth. Cato Journal. 21 (3).
This paper examines the robustness of economic freedom as a predictor of growth and investment compared
to political rights and civil liberties. It also examines the relation between economic freedom and input price
distortions and institutional quality.
Uses summary ratings from Economic Freedom of the World: 1975-1995 as one of a number of institutional
variables.

Arrindell, W.A. and Veenhoven R. (October 5, 2002). Feminine values and happy life-expectancy in
nations. Personality and Individual Differences. 33 (5): 803-813.
Booysen, F. (August 2002). An overview and evaluation of composite indices of development.
Social Indicators Research. 59 (2): 115-151.
Burkhart, R.E. (2002). The capitalist political economy and human rights: cross-national evidence.
Social Science Journal. 39 (2): 155-170.
Carlsson, F. and Lundstrom, S. (September 2002). Economic freedom and growth: Decomposing
the effects. Public Choice. 112 (3-4): 335-344.
Most studies of the relation between economic freedom and growth of GDP have found a positive relation. In
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Abstract: While studies of the relationship between economic freedom and economic growth have shown it to
be positive, significant and robust, it has rightly been argued that different areas of economic freedom may
have quite different effects on growth. Along that line, Carlsson and Lundström (2002) present the surprising
result that "International exchange: Freedom to trade with foreigners" is detrimental for growth. We find that
"Taxes on international trade" seems to drive this result. However, using newer data and a more extensive
sensitivity analysis, we find that it is not robust. Least Trimmed Squares-based estimation in fact renders the
coefficient positive.
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This paper was also published in Spanish, see
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Abstract: Using time-series cross-section analysis, we provide additional empirical validation for the principalagent model developed by Adserà et al. (2003). In our innovation, efficient economic policy is proxied by
"economic freedom" from the Fraser Institute database and constitutional "political institutions" are proxied
by variables from the Database of Political Institutions. Our results suggest that the more credible the threat
of removal from office, the more government officials will pursue efficient economic policies.
Feldmann, Horst (2005). Hayek's Theory of Cultural Evolution: A Critique of the Critiques, in:
Jürgen G. Backhaus (ed.), Entrepreneurship, Money and Coordination: Hayek's Theory of Cultural
Evolution, Cheltenham: Edward Elgar, pp. 1-46.
Abstract. Hayek's theory of cultural evolution has been harshly criticized by many scholars. According to the
critics, the scope of applicability of the theory is very narrow; Hayek's methodological individualism
contradicts his evolutionary approach; his concept of rule following is naturalistic; the theory fails to explain
important aspects of cultural evolution; it is teleological and cannot be falsified; the preciseness of its
hypotheses is low; Hayek's concept of group selection contradicts methodological individualism and does not
solve the problem of opportunistic behavior; the theory contradicts empirical facts; and Hayek committed the
naturalistic fallacy. This paper analyzes each of these charges and finds all of them to be unfounded. Using
data for 105 countries, the paper finds that higher levels of economic freedom are associated with both higher
income per capita and higher GDP growth rates, corroborating Hayek's theory.
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Knack, Stephen, and Jac Heckelman (2005). Foreign Aid and Market-Liberalizing Reform. World
Bank Policy Research Working Paper 3557 (April). Washington, DC: World Bank.
Market-oriented economic policies-reflected in limited economic activity by government, protection of private
property rights, a sound monetary policy, outward orientation regarding trade and efficient tax and regulatory
policy-have been strongly linked to faster rates of economic growth. Foreign aid is often provided in the belief
that it encourages liberalizing reforms in these areas. This paper analyzes the impact of aid on marketliberalizing policy reform, correcting for the possible endogeneity of aid. Results indicate that higher aid
slowed reform over the period from 1980 to 2000, as measured by a broad index of policies. Disaggregating
policy into five areas, aid is significantly linked to slower re-form in some policy areas but not in others.
Disaggregating by decade, aid's adverse impact on policy reform is much more pronounced for the 1980s

than for the 1990s.
Stocker, L. Marshall (2005). Equity Returns and Economic Freedom. Cato Journal. Vol. 25 (3), 583594 (Fall).
This article reviews existing research on economic freedom and investigates the relationship between equity
returns and economic freedom. Results show that cross-country equity returns are directly related to
increases in economic freedom. For investors seeking superior investment returns, countries likely to
experience an increase in economic freedom should be selected for investment.

2006
Berggren, Niclas and Jordahl, Henrik (2006). "Free to Trust: Economic Freedom and Social
Capital." Kyklos, 59(2): 141-169.
Abstract: We present new evidence on how generalized trust is formed. Unlike previous studies, we look at
the explanatory power of economic institutions, use newer data, incorporate more countries, and use
instrumental variables in an attempt to handle the causality problem. A central result is that legal structure
and security of property rights (area 2 of the Economic Freedom Index) increase trust. The idea is that a
market economy, building on voluntary transactions and interactions with both friends and strangers within
the predictability provided by the rule of law, entails both incentives and mechanisms for trust to emerge
between people.
Briguglio, Lino, Gordon Cordina, Nadia Farrugia and Stephanie Vella (2006). Economic
Vulnerability and Resilience: Concepts and Measurements. In Briguglio, L., Cordina, G., and
Kisanga E.J. (eds), Building the Economic Resilience of Small States. Malta: Islands and Small
States Institute and London: Commonwealth Secretariat: 265-287.

Doucouliagos, Chris and Mehmet Ali Ulubasoglu (2006). Economic Freedom and Economic Growth:
Does specification make a difference? European Journal of Political Economy. Vol. 22, (1), p. 6081.
The study analyzes the literature investigating the impact of economic freedom on economic growth. The
authors analyzed the results of 45 different studies published over the last decade on economic freedom and
economic growth and concluded that, "regardless of the sample of countries, the measure of economic
freedom and the level of aggregation, there is a solid finding of a direct positive association between
economic freedom and growth". (p. 19) Furthermore, they note that economic growth studies that fail to
include a measure of economic freedom in their analysis will produce bias results. The authors also highlight
the importance of including a measure of physical investment when estimating the impact of economic
freedom on economic growth. They found that the exclusion of the measure of investment in physical capital
increased the estimated effect economic freedom has on economic growth.
Feldmann, Horst (2006). Credit Market Regulation and Labor Market Performance Around the
World. Kyklos. Vol. 59 (4), 497-525.
Abstract: Using data from 74 industrial, developing and transition countries for the years 2000 to 2003, this

paper empirically analyzes whether and to what extent credit market regulations affect the performance of
the labor market. According to the regression results, anti-competitive credit market regulations have an
adverse, though generally modest, impact on the labor market. Specifically, restrictions on credit extended to
the private sector, on the private ownership of banks, on competition from foreign banks, and on the free
determination of interest rates appear to lower the level of employment and increase unemployment,
particularly among young people.
Feldmann, Horst (2006). Government size and unemployment: Evidence from industrial countries.
Public Choice. Vol. 127 (3-4), 451-467.
Abstract: Using data from 19 industrial countries for the period 1985 to 2002, this paper analyzes how the
size of the government sector affects unemployment. Controlling for the impact of the business cycle as well
as for the impact of all major labor market institutions and unobserved country effects, we find that a large
government sector is likely to increase unemployment. It appears to have a particularly detrimental effect on
women and the low skilled and to substantially increase long-term unemployment. It seems that dominant
state-owned enterprises, a large share of public investment in total investment as well as high top marginal
income tax rates and low income threshold levels at which they apply are particularly detrimental.
Gwartney, D. James and Robert A. Lawson (2006). The Path to Development: When Does the Legal
Environment Become Critical? Economic Development Bulletin No. 7. Cato Institute.

Gwartney, D. James, Randall G. Holcombe, and Robert A. Lawson (2006). Institutions and the
Impact of Investment on Growth. Kyklos 59, 2: 255-73.
This paper investigates the effects of institutions on economic growth through the impact of economic
institutions on both the levels and productivity of investment. That is, the authors looked at both the indirect
and direct effects of economic freedom on economic growth. They found, using data for 94 countries from
1980 to 2000, that countries that have high quality institutions, as measured by The Fraser Institute's report,
Economic Freedom of the World, have not only higher levels of private investment, but also higher
productivity with that investment. Specifically, it was found that the productivity of private investment,
measured as the impact of investment on growth, was 74% greater in countries with high-quality institutions.
In addition, the authors found that a one-unit in-crease in institutional quality, i.e., economic freedom,
increases the long-term economic growth by about 1.5 percentage points when both direct and indirect
effects are included, compared to 1.0 percentage point when only the direct affect of institutions are included.
Lothian, James R. (2006). Institutions, capital flows and financial integration. Journal of
International Money and Finance 25: 358-369.
The focus of this paper is on capital flows from developed to less developed countries and in particular on the
question of why such flows are not much larger. I first outline the theoretical arguments with regard to such
flows and then go on to review the historical evidence on international financial integration more generally. I
then turn to the related literature on economic development, which over the past decade has shifted its
emphasis from technology and capital accumulation to the underlying institutional factors that affect
investment. I present evidence that such factors also affect to rich-to-poor country capital flows. Good policies
e pursuit of price stability, fewer direct interventions and sound institutional structures e are accompanied by

higher capital flows and bad policies by lower capital flows.
Ovaska, Tomi, and Ryo Takashima (2006). Economic Policy and the Level of Self-perceived Wellbeing: An International Comparison. Journal of Socio-Economics 35: 308-25.
This study examines whether economic policies and their outcomes have an effect on people's self-perceived
level of well-being. The authors used two different measures of well being, happiness and life satisfaction,
both of which come from survey database managed by the Erasmus University in The Netherlands. Using data
for 68 countries during the 1990s, the authors found that economic freedom, as measured by The Fraser
Institute, and health, as measured by life expectance, have consistently turned out to be statistically
significant in determining people's level of well-being. That is, both longer life expectancy and the freedom to
make choices that are consistent with personal preferences increases one's self-perceived level of well being
and happiness.
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DiRienzo, Cassandra E., Das Jayoti, Kathryn T. Cort, and John Burbridge, Jr. (2007). Corruption
and the Role of Information. Journal of International Business Studies. Vol. 38: 320-32.
Abstract: The purpose of this research is to investigate whether access to information can affect the level of
corruption within a country, while controlling for several variables to prevent model misspecification. The
major empirical finding of this research shows that greater access to information significantly lowers
corruption levels across nations. This is an important finding, as bridging the digital disparity across countries
can serve to lessen national corruption levels and improve the conduct of international business by lowering
global transaction costs. This study also affirms previous research that countries that have lower levels of
masculinity and high levels of economic development and freedom exhibit lower corruption levels.
Dreher, Axel, and Sarah M. Rupprecht (2007). IMF Programs and Reforms-Inhibition or
Encouragement? Economics Letters. Vol. 95 (3), 320-26.
Abstract: We analyze the impact of International Monetary Fund (IMF) programs on market-oriented reforms
[as measured by economic freedom]. Employing panel data for 116 countries over the period 1970-2000 we
find that the net effect of IMF programs on reforms is negative.
Gartzke, Erik. (2007). The Capitalist Peace. American Journal of Political Science 51, 1: 166-191.
It is widely accepted that democracies are less conflict prone, if only with other democracies. Debate persists,
however, about the causes underlying liberal peace. This article offers a contrarian account based on liberal
political economy. Economic development, free markets, and similar interstate interests all anticipate a
lessening of militarized disputes or wars. This "capitalist peace" also accounts for the effect commonly
attributed to regime type in standard statistical tests of the democratic peace.
Feldmann, Horst (2007). Economic Freedom and Unemployment around the World. Southern
Economic Journal. Vol. 74(1), 158-176.
Using data from 87 countries and the years 1980-2003, this paper empirically analyzes whether and to what
extent economic freedom affects unemployment. According to the regression results, economic freedom is
likely to substantially reduce unemployment, especially among women and young people. A small government

sector and a legal system characterized by an independent judiciary, impartial courts, and an effective
protection of property rights most clearly seem to have beneficial effects. In addition, there are indications
that freedom to trade across national boundaries and a light regulatory burden may also lower
unemployment, though apparently in the long term only.
Sanz, Ismael and Francisco J. Velázqueza (2007). The role of ageing in the growth of government
and social welfare spending in the OECD. European Journal of Political Economy. Vol. 23 (4), 917931.
Abstract: Government expenditure as a share of GDP in the OECD rose at an annual growth rate of 1.02% in
the period between 1970 and 1997. Government spending has increased most on functions particularly
demanded by elderly population: social welfare, health and defence. Ageing is the main driving force of the
growth of government spending, followed by relative prices and population. However, we also find that the
other age groups react to ageing, thereby preventing increases in benefits per retired persons and that
institutional reforms have been successful at reducing the impact of ageing on pensions in recent years.
Stroup, D. Michael (2007). Economic Freedom, Democracy, and the Quality of Life. World
Development. Vol. 35 (1), 52-66.
Abstract: Many empirical studies indicate that economic freedom in society is positively correlated with
prosperity and growth, while democracy exhibits mixed correlations. However, these studies do not control for
the possible interaction of these two types of freedoms or their respective influences on social welfare. This
empirical analysis examines the interaction of economic freedom and democracy on measures of health,
education, and disease prevention in society. The results imply that greater economic freedom consistently
enhances these welfare measures, even among more democratic countries. Democracy has a smaller positive
influence that disappears for many welfare measures in countries with more economic freedoms.
Thompson, G. Herbert Jr. and Christopher Garbacz (2007). Mobile, fixed line and Internet service
effects on global productive efficiency. Information Economics and Policy. Vol. 19, p. 189-214.
Abstract: Since the pioneering work of Hardy [Hardy Andrew P., 1980. The role of the telephone in economic
development. Telecommunications Policy (December), 278-286], Saunders et al. [Saunders,R.J., Warford,
J.J., Wellenius, B., 1983. Telecommunications and Economic Development. Published for the World Bank by
Johns Hopkins University Press, Baltimore] and Leff [Leff, N.H.,1984. Externalities, information costs, and
social benefit-cost analysis for economic development: an example from telecommunications. Economic
Development and Cultural Change 32, 255-276], researchers have strived to measure the link between
communication technologies and economic development. Waverman in his current [Waverman, L., Meschi, M.,
Fuss, M., 2005. The impact of telecoms on economic growth in developing countries. In Africa: The Impact of
Mobile Phones, Vodafone Policy Paper Series, No. 2, March, pp. 10-24] and past [Roller, L., Waverman, L.,
2001. Telecommunications infrastructure and economic development: a simultaneous approach. American
Economic Review 74, 909-923] efforts has demonstrated the positive link between telecommunications
infrastructure investments and economic growth. Jorgenson and Vu [Jorgenson, D., Vu, K., 2005. Information
technology and the world economy. Scandinavian Journal of Economics (12), 631-650] explore a similar link.
Our approach focuses explicitly on information networks and the effect they have on business transactions
costs, information dissemination and organizational efficiency. Using a stochastic-frontier production function
approach, we separate the factors responsible for determining frontier production for subsets of countries

while simultaneously exploring the impact of communication networks and economic reform on economies
below the frontier. We find institutional reforms and the growth in information networks appear to benefit the
world as a whole, but particularly its poorest nations, by improving the efficiency of how these and other
resources are used. Finally, only in Asia we find that education is an important factor in shifting the
production frontier out. Our findings suggest that expanded communication networks work in conjunction with
economic reforms to improve business and government relations.
Weichselbaumer, Doris and Rudolf Winter-Ebmer (2007). The effects of competition and equal
treatment laws on gender wage differentials. Economic Policy (April). p. 235-287.

2008
Bjornskov, Christian; Foss, Nicolai J. (2008). Economic freedom and entrepreneurial activity: Some
cross-country evidence. Public Choice 134, 3-4 (March): 307-328.
Abstract: While much attention has been devoted to analyzing how the institutional framework and
entrepreneurship impact growth, how economic policy and institutional design affect entrepreneurship
appears to be much less analyzed. We try to explain cross-country differences in the level of entrepreneurship
by differences in economic policy and institutional design. Specifically, we use the Economic Freedom Index
from the Fraser Institute to ask which elements of economic policy making and the institutional framework
are conducive to the supply of entrepreneurship, measured by data on entrepreneurship from the Global
Entrepreneurship Monitor. We find that the size of government is negatively correlated and sound money is
positively correlated with entrepreneurial activity. Other measures of economic freedom are not significantly
correlated with entrepreneurship.
Feldmann, Horst (2008). Business Regulation and Labor Market Performance around the World,
Journal of Regulatory Economics. Vol. 33(2), 201-235.
Abstract: Using data from 74 industrial, developing and transition countries for the years 2000 to 2003, this
paper analyzes empirically whether and to what extent anticompetitive business regulations affect the
performance of the labor market. According to the regression results, they appear to increase unemployment
rates and lower employment rates. It seems that they particularly worsen the employment situation of young
people. Our results are robust to variations in specification.
Justesen, Morgens K. (2008). The effect of economic freedom on growth revisited: New evidence
on causality from a panel of countries 1970-1999. European Journal of Political Economy 24: 642660.
Does economic freedom cause economic growth or does causality run in the reverse direction? And do all the
constituent parts of economic freedom exert a causal impact on economic growth or do some freedoms
matter more than others? In order to answer these questions, this paper conducts a series of Granger
causality tests using panel data for the period 19701999. In addition, the paper discusses a number of model
specification issues, e.g. lag-length selection and the importance of intervening variables. The results suggest
that some (but not all) aspects economic freedom affect economic growth and investment. On the other hand,
there is only weak evidence that growth affects economic freedom.
Lawson, Robert A.; Saurav Roychoudhury. (2008). Economic Freedom and Equity Prices among
U.S. States. The Credit and Financial Management Review 14, 4: 25-35.

Abstract: This paper examines stock market returns of firms located in various states of the United States in
relation to the Economic Freedom of North America (EFNA) index. Using two different estimation methods, we
find evidence that firms located primarily in states with increasing economic freedom experience higher stock
market returns. However, consistent with the efficient markets hypothesis, we do not find evidence that this
is useful as an investment strategy.
Nystrom, Kristina (2008). The institutions of economic freedom and entrepreneurship: evidence
from panel data. Public Choice 136, 3-4 (September): 269-282.
Abstract: This paper provides new evidence on the determinants of entrepreneurship across countries. The
paper investigates the relationship between the institutional setting, in terms of economic freedom, and
entrepreneurship, measured by self-employment, in a panel data setting covering 23 OECD countries for the
period 1972-2002. The measure of economic freedom includes five aspects: size of government, legal
structure, and security of property rights, access to sound money, freedom to trade internationally, and the
regulation of credit, labour, and business. The empirical findings show that a smaller government sector,
better legal structure and security of property rights, as well as less regulation of credit, labour, and business
tend to increase entrepreneurship.
Xu, Zhenhui; Li, Haizheng (2008). Political freedom, economic freedom, and income convergence:
Do stages of economic development matter? Public Choice 135, 3-4 (2008): 183-205.
Abstract: In the literature, theory and empirical evidence on the nexus of political freedom, economic
freedom, and economic growth are mixed. In this paper, we test the hypothesis that the effect of political
freedom on promoting economic growth is realized and detectable at later stages of social and economic
development. Using panel data for a sample of 104 countries between 1970 and 2003, we find strong support
for our hypothesis. While economic freedom has greater effects on income convergence in the OECD
countries, political freedom clearly promotes the convergence among those OECD countries.
Zane A. Spindler, Xavier de Vanssay, and Vincent Hildebrand (2008). Using Economic Freedom
Indexes As Policy Indicators: An Intercontinental Example. Public Organization Review. Vol. 8 (3),
195-214 (September)
Abstract: We use time-series cross-section analysis to provide an empirical validation for the existence of a
specific American and a European ethos with respect to economic policy. In our innovation, economic policy is
proxied by "economic freedom" from the Fraser Institute database and constitutional "political institutions"
are proxied by variables from the Database of Political Institutions (from the World Bank). Our results suggest
that, once we control for political and institutional differences, the United States and Europe will still pursue
different economic policies.

2009
Aixala, Jose; Fabro Gema (2009) Economic freedom, civil liberties, political rights and growth: a
causality analysis. Spanish Economic Review 11, 3 (September): 165-178.
Abstract: Several empirical studies have established the relationship between economic freedom, civil
liberties, and political rights, and economic growth. Nevertheless, few studies analyze the directions of
causality. This paper studies the causality relations between the institutional dimensions mentioned above and

economic growth, as well as the interrelations between them, using the Granger methodology with panel data
for 187 countries and five-yearly observations for the period 1976-2000. In addition, the relations between
these freedoms and investment in physical and human capital are examined, to be able to isolate the direct
and indirect effects on growth.
Eriksen, Silja, Indra de Soysa. (2009). A Fate Worse Than Debt? International Financial
Institutions and Human Rights, 1981-2003. Journal of Peace Research 46, 4: 485-503.
Abstract: Some report that human rights are likely to be violated when poor countries sign up to structural
adjustment programmes (SAPs). These violations apparently occur because ordinary people revolt against the
neo-liberal policies that SAPs push. This study examines the effect of the actual flow of finances from the
World Bank and the IMF, holding constant all other bank-based financial flows, on government respect for
human rights. The authors find that pay-in periods are beneficial for human rights, whereas loan dry-ups
correlate with violations. Loan dry-ups are likely to occur because of noncompliance with SAPs rather than
implementation, since the international financial institutions (IFIs) release loans in tranches to solve the time
inconsistency problem. The overall level of indebtedness is robustly related to human rights abuses, but the
higher the stock of debt owed to IFIs relative to total debt, the lower the human rights violations.
Accumulating debt to IFIs, thus, seems to improve the level of human rights. Additionally, a higher
government consumption to GDP ratio reduces human rights, a result that does not suggest that governments
that are capable of commanding a higher share of the countrys wealth are less likely to face threatening social
dissent. Moreover, a proxy for neo-liberal policies, the index of economic freedom, correlates strongly with
better human rights. These results do not square well with the view that neo-liberal policy reforms and the
attendant austerity measures drive dangerous dissent.
Faria, Hugo J.; Hugo M. Montesinos. (2009). Does Economic Freedom Cause Prosperity? An IV
Approach. Public Choice 141, 1-2: 103-127.
Abstract: A positive and statistical and economic significant relation between growth, income level and the
Economic Freedom of the World (EFW) index has been amply documented. Most analyses however use OLS
methods which in the presence of endogenous variables do not establish causality and produce biased and
inconsistent estimates. This paper uncovers the exogenous component of EFW using IV methods and finds a
robust association between economic freedom and prosperity. The findings, including OIR tests, support the
institutions view of development and warrants policy advice aimed at increasing economic freedom to foster
prosperity.
Feldmann, Horst (2009). The Quality of the Legal System and Labor Market Performance around
the World. European Journal of Law and Economics 28, 1: 39-65.
Abstract: Using data from 75 industrial, developing and transition countries for the period 1995 to 2003, this
paper empirically analyzes whether and to what extent the structural features of the legal system affect the
performance of the labor market. According to the regression results, a legal system characterized by a
dependent judiciary, biased courts, a lack of intellectual property protection and a lack of integrity increases
unemployment and lowers the employment level. The magnitude of the effect seems to be substantial,
particularly among young people.
Feldmann, Horst (2009). Government Size and Unemployment: Evidence from Developing
Countries. Journal of Developing Areas 43, 1: 315-330.

Abstract: Using data from 58 countries and the period 1980 to 2003, this paper analyzes how the size of
government affects unemployment in developing countries. According to the regression results, a large
government sector is likely to increase unemployment. A large share of government consumption in total
consumption and a large share of transfers and subsidies in GDP most clearly appear to have a detrimental
effect. By contrast, we do not find evidence that dominant state-owned enterprises and a large share of public
investment in total investment affect unemployment, neither for bad nor for good. The results are robust to
variations in specification and estimation method.
Feldmann, Horst (2009). The Unemployment Effects of Labor Regulation around the World. Journal
of Comparative Economics 37, 1: 76-90.
Abstract: Using data on 73 economies for the years 2000 to 2003, this paper empirically analyzes the effects
of labor regulation on unemployment around the globe. According to the regression results, stricter regulation
generally appears to increase unemployment. Tight hiring and firing rules and military conscription most
clearly seem to have adverse effects. More centralized collective bargaining seems to increase female
unemployment. The size of most effects appears to be substantial, particularly among young people.
However, we do not find statistically significant effects of minimum wages or unemployment benefits. Our
results are robust to variations in specification.
Feldmann, Horst (2009) Business Regulation, Labor Force Participation and Employment in
Industrial Countries. Journal of Economics and Business 61, 3: 238-260.
Abstract: Using data from 19 industrial countries for five years in the period 1990 to 2002, this paper
analyzes to what extent anticompetitive business regulations, like price controls and administrative obstacles
to start a new business, affect labor force participation and employment rates. According to the regression
results, they appear to lower both. Corruption, which is one result of strict business regulation, is also found
to lower labor force participation and employment rates. While most effects on the general population seem to
be modest, the effects on the low-skilled are likely to be substantial. The results are robust to variations in
specification.
Gwartney, James (2009). Institutions, Economic Freedom, and Cross-Country Differences in
Performance. Southern Economic Journal 75, 4 (April): 937-956.
Abstract: This address describes the history of the Economic Freedom of the World (EFW) project and the
development of the EFW index. This index is a measure of the extent to which the institutions and policies of
various countries are coordinated by personal choice, voluntary exchange, open markets, and clearly defined
and enforced property rights. The index contains 42 different components and is currently available for 141
countries. Data for approximately 100 countries are available back to 1980. The EFW index incorporates many
of the elements that new institutional economists argue are important sources of growth. Thus, it facilitates
empirical investigation of the institutional theory of growth and cross-country comparisons of economic
performance. In this regard, the paper considers 10 propositions that have been addressed with the index,
and what has been learned from this analysis.
N'Da, Koffi; Robin, Ashok; Tribunella, Thomas (2009). Economic Freedom and the Impact of
Technology on Productivity. Journal of Global Information Management 17, 3: 42-58.

Abstract: A well-developed body of literature has detected positive effects of technology investments on
economic growth. We contribute to this literature by studying the joint effects of technology and economic
freedom on economic growth. Using two different time points, 1990 and 2000, and a sample of over 100
countries, we find that economic freedom enhances the effect of technology on economic growth. In fact, we
find that the standalone effect of freedom is not as large as its interactive effect with technology.
Shleifer, Andrei. (2009) The Age of Milton Friedman. Journal of Economic Literature 47, 1: 123135.
Abstract: Between 1980 and 2005, as the world embraced free market policies, living standards rose sharply,
while life expectancy, educational attainment, and democracy improved and absolute poverty declined. Is this
a coincidence? A collection of essays edited by Balcerowicz and Fischer argues that indeed reliance on free
market forces is key to economic growth. A book by Stiglitz and others disagrees. I review and compare the
two arguments.

Pelaez, Rolando F (2009) Economic Freedom: A Comparative Study. Journal of Economics and
Finance 33, 3 (July): 246-58.
Abstract: This paper presents a comparative study of economic freedom in five groups of countries: free,
mostly free, Islamic, Latin American, and a subset of EU member countries. The study includes 103 countries,
and uses data from the 2007 Index of Economic Freedom. The paper tests for the statistical significance of
the difference between group means for each of ten measures of economic freedom and for the overall
freedom score. The empirical evidence shows that the Islamic countries have significantly less economic
freedom than the other groups, and that they are the only group with declining economic freedom in the last
13 years.

2010
Bergh, Andreas and Martin Karlsson (2010). Government size and growth: Accounting for
economic freedom and globalization. Public Choice 142, 1-2: 195-213.
This study examines the relationship between government size and economic growth for a sample of "rich"
countries over the period 1970 to 2005. Two measures of government size are used: total tax revenue and
total expenditures as a share of GDP. The study examines the above relationship in a novel manner by
accounting for a country's institutional quality as measured by the Fraser Institute's Economic Freedom Index.
The study finds that government size (measured both by taxes and spending relative to GDP) is negatively
related to economic growth while freedom to trade (measured by the Economic Freedom Index) is positively
related to economic growth. The study also finds support for the notion that countries with big government
can use economic openness to mitigate the negative growth effects of a large public sector, since openness
"allows welfare states to specialize in high value-added services."
D'Orlando, Fabio, Francesco Ferrante and Gabriele Ruiu. 2/2010, "Culturally-based beliefs and
labour market institutions" Working Paper. Department of Economics, University of Cassino.
Abstract: this paper has two main goals. The first is to provide empirical evidence that differences in labour

market institutions across countries and, specifically, in how they provide protection to workers, can be
attributed to underlying differences in culturally-based prior beliefs: in particular, people's fatalism and trust
in others. The second goal is to single out the socio-economic factors associated with these beliefs and the
role of education in this regard.
Uses the EFW 2009 index, Area 2, to measure quality of legal systems

De Soysa, Indra, Hanne Fjelde. (2010) Is the hidden hand an iron fist? Capitalism and civil peace,
1970-2005. Journal of Peace Research 47, 3: 287-298
Abstract: There is surprisingly little empirical scholarship on the spread of capitalistic economic policies under
the rubric of 'globalization' and domestic peace. While the classical liberals saw free markets leading to social
harmony because of self-interest of individuals, who cooperate for profit, Marxists and others viewed markets
as anarchical, requiring state intervention for obtaining justice and peace. The authors argue from an
opportunity-cost perspective that the payoffs to rebellion are structured by how an economy is governed.
Closed economies are likelier than more open ones to accumulate 'rebellion specific capital' because of high
payoffs to organization in the shadows. Using an index of economic freedom that measures how free people
are to transact in an economy, the authors find that countries more favorable to free enterprise have a
reduced risk of civil war onsets, a result that is robust to the inclusion of institutional quality, per capita
wealth, and sundry controls. The results hold up despite a battery of specification changes, alternative data,
and testing methods. The findings do not suggest that states under conditions of capitalism lose their
autonomy to provide the public good of peace, as skeptics of globalization claim. Peacemakers will do well to
build institutions that reward productive investment over rent-seeking, alongside democratic institutions that
ultimately gain their legitimacy on the back of good economic performance and well-functioning markets.
Dreher, Axel, Noel Gaston and Pim Martens, 2010, "2010 update"; (to Measuring Globalization Gauging its Consequence, New York: Springer) .
Abstract: the KOF Index of Globalization was introduced in 2002. The overall index covers the economic,
social and political dimensions of globalization. It defines globalization to be the process of creating networks
of connections among actors at multi-continental distances, mediated through a variety of flows including
people, information and ideas, capital and goods. Globalization is conceptualized as a process that erodes
national boundaries, integrates national economies, cultures, technologies and governance and produces
complex relations of mutual interdependence.
Uses the EFW 2009 index to measure trade and capital openness
Feldmann, Horst (2010). Government Size and Unemployment in Developing Countries. Applied
Economics Letters 17, 3: 289-292.
Abstract: Using data from 52 developing countries, this paper analyzes how the size of government affects
unemployment. It tackles the reverse causality issue by instrumenting for the government size variable.
According to the regression results, a large government sector is likely to increase the unemployment rate.
The magnitude of the effect appears to be substantial, both among the total labor force as well as among
women and young people. Furthermore, the estimates indicate that a large government sector is likely to
substantially increase the share of long-term unemployed in the total number of unemployed. The results are

robust to variations in specification.
Ferguson, Shon, and Sara Formai. December 2009. "Institution-driven comparative advantage,
complex goods and organizational choice". (Stockholm School of Economics) for a seminar at the
Gothenburg Centre of Globalization and Development, University of Gothenburg. .
Abstract: the theory of the firm suggests that firms can respond to poor contract enforcement by vertically
integrating their production process. The purpose of this paper is to examine whether firms' integration
opportunities affect the way institutions determine international trade patterns. We find that vertical
integration lessens the impact of a country's ability to enforce contract on the comparative advantage of
complex goods. We also find that countries with good financial institutions export disproportionately more in
sectors that produce complex goods and that have a high propensity to vertical integration. In doing so we
use a new outcome-based measure of vertical integration propensity and we employ several empirical
strategies: cross section, panel and event study analysis. Our results confirm the role of institutions as source
of comparative advantage and suggest that this depends not only on the technological characteristics of the
goods produced but also on the way firms are capable to organize the production process.
Uses the EFW 2009 index, Area 2, to measure quality of legal systems

Hall, Joshua C., Russell S. Sobel, and George R. Crowley. (2010). Institutions, Capital, and Growth.
Southern Economic Journal 77, 2: 385-405.
Abstract: The international development community has encouraged investment in physical and human
capital as a precursor to economic progress. Recent evidence shows, however, that increases in capital do not
always lead to increases in output. We develop a growth model where the allocation and productivity of
capital depends on a country's institutions. We find that increases in physical and human capital lead to
output growth only in countries with good institutions. In countries with bad institutions, increases in capital
lead to negative growth rates because additions to the capital stock tend to be employed in rent-seeking and
other socially unproductive activities.
Jones, S. K., and Stroup, M. D., (2010). Closed-end Country Fund Premiums and Economic
Freedom. Applied Financial Economics, 20 (21), 1639-1649.
Abstract: The Economic Freedom Index (EFI) is a measure of a country's institutional characteristics that
promote economic activity, including the security of private property, openness to international trade, stability
of the monetary system and lack of credit market manipulation. We use this index as a proxy for the degree
of market segmentation and test the hypothesis that closed-end country fund premiums can be partially
explained by a country's EFI value. Using panel data analysis, we find that EFI is significant in explaining
observed variability in country fund premiums.
Lawson, Robert A., J.R. Clark. (2010). Examining the Hayek-Friedman hypothesis on economic and
political freedom. Journal of Economic Behavior & Organization 74: 230-239.
Abstract: This paper examines empirically the hypothesis made famous by Nobel Laureates Friedrich A. Hayek
and Milton Friedman that societies with high levels of political freedom must also have high levels of economic
freedom. In our judgment, the Hayek-Friedman hypothesis holds up fairly well to historical scrutiny. Using

data on economic and political freedom for a sample of up to 123 nations back as far as 1970, we find
relatively few instances of societies combining relatively high political freedom without relatively high levels of
economic freedom. In addition, we find that these cases are diminishing over time. Finally, we examine
several cases of countries on different economic and political freedom journeys.
Pitlik, Hans, 19-02-2010, "Are financial crises drivers of market oriented reforms or of a setback of
liberalization" Submission to American Public Choice Society Meeting 2010, Monterey, CA, Austrian
Institute of Economic Research (WIFO).
Abstract: supported by empirical studies, the conventional "crisis hypothesis" claims that a severe economic
deterioration can lead to a liberalization of policies. The direction of policy responses may however depend on
the institutional environment and on the initial liberalization of initial policies. The paper investigates
empirically the role of financial crises and initial status of economic policy liberalization on reforms since the
1970s. We find evidence that banking crises enhance market-oriented reforms only if crises occur in a less
liberalized environment. If banking crises take place in an economically free institutional environment, a
setback of market-friendly reforms is more likely. While currency crises appear to have no impact at all, debt
crises seem to have adverse effects on economic freedom when they occur in an initially already restricted
policy environment.
Uses the EFW 2009 index as its measure of economic freedom

Rosa, Jean-Jacques, and Xavier de Vanssay (2010) The Global Freedom Boom: An Economic
Analysis. In B. Batavia P. Nandakumar, and C. Waguè (ed.), Crossing Borders: Global Prospects,
New Perspectives and Emerging Agendas. (Studies in Economic Transformation and Public Policy
in Association with the Athenian Policy Forum): 22-45.
Abstract: We account for the worldwide advance of political freedom and economic liberalization which has
reversed the dominant trend of the twentieth century's first seventy years, away from markets and
democracy. The ubiquitous nature of this turnaround means that no special, national, or sectoral circumstance
can explain the phenomenon. We suggest, in a Coase-Demsetz perspective, that increases in freedom are due
to a recent increase in the social demand for individual rights - whether civil, political or economic- derived
from, and complementary to, the downsizing of all hierarchical organizations. We argue that this
decentralization process itself is the result of the information revolution.
Roychoudhury, Saurav, Robert A. Lawson. (2010) Economic freedom and sovereign credit ratings
and default risk. Journal of Financial Economic Policy 2, 2: 149-162.
Abstract: The purpose of this paper is to show that economic policy impacts sovereign debt risk in addition to
economic performance.
Design/methodology/approach - Regression analysis was employed to determine the factors that contribute to
sovereign bond ratings and bond spreads for a sample of 93 countries from 2000 to 2006.
Findings - After controlling for common factors like per capita gross domestic production, growth, and political
regime, the results suggest that a two unit (or a 2.4 standard deviation) drop in the economic freedom index
represents approximately a 50 percent higher cost of borrowing for a country.
Originality/value - The paper contributes to the empirical literature on sovereign credit risk by identifying

factors found to be the most significant in determining sovereign credit ratings and bond spreads.

2011
de Soysa, Indra, and Krishna Chaitanya Vadlammanati (2011). Do pro-market economic reforms
drive human rights violations? An empirical assessment, 1981–2006. Public Choice.
Using data from 117 countries over the period 1981 to 2006 (the Fraser Institute’s Economic Freedom Index
was used as a measure of market reforms), the authors found that reforms toward more competitive markets
lead to fewer human rights violations and increase government’s respect for human rights.

Other Papers related to Economic Freedom
Vamvakidis, Athanasios (1998). Explaining Investment in the WAEMU [West African Economic and
Monetary Union]. International Monetary Fund, working paper WP/98/99.
Relates differences in investment as a share of GDP within the West African Economic and Monetary Union to
differences in economic freedom using fixed and random-effects models across time.
Economic Freedom of the World: 1975-1995 is the main data source for institutional variables.
Cummings, John T. (2000). Economic Freedom Indices: Their Use as Tools for Monitoring and
Evaluation. SCS Working Paper No. 00/01 April 2001.
This paper from the USAID mission in Cairo, Egypt, compares the economic freedom indices of the Fraser
Institute and the Heritage Foundation and concludes that, while neither indices are sufficiently contemporary
to serve as up to date mission evaluators, the Fraser index is preferable on methodological grounds.
Uses summary ratings from Economic Freedom of the World: 1975-1997
Davidson, Sinclair. The 1997-98 Asian Crisis: A Property Rights Perspective. The Cato Journal.
(2005) 25 (3) 567-582
The recent east Asian crisis has lead to calls for a new international financial architecture. This paper
investigates the crisis in terms of a "grabbing hand" theory of the state. Results indicate that those economies
that chose not to have floating exchange rates and chose to have inconsistencies between economic freedom
and political and civil freedoms were most affected by the crisis. This finding undermines any contagion
arguments and consequently there is no basis for restructuring the financial architecture.
Vega-Gordillo, Manuel and José L. Álvarex-Arce (2002). The Chicken and the Egg: Economic
Growth and Freedom. Círculo de Empresarios. Spain.
Mejía-Vergnaud, Andrés (2002). Trapped by Institutions: The Case of Columbia. Fundación DL.
Colombia.
Prokopijevic, Miroslav (2002). Does Growth Further Improve Economic Freedom. Free Market
Center
www.fmc.org.yu

Craig, Depken A. II and Robert J. Sonora(2003). The Asymmetric Effects of Economic Freedom on
International Trade Flows. Working Paper.
Weichselbaumer, Doris and Rudolf Winter-Ebmer (September 2003). The Effects of Competition
and Equal Treatment Laws on Gender Wage Differential. Institute for Advanced Studies, Vienna.
Working Paper.
Looney, Robert. The Neoliberal Model's Planned Role in Iraq's Economic Transition. The Middle
East Journal. Vol. 57(4), Autumn 2003. Middle East Institute: Washington, DC. The article is
available at web.nps.navy.mil/~relooney/Rel_MEJ.pdf
Griswold, Daniel T. (2004). Trading Tyranny for Freedom How Open Markets Till the Soil for
Democracy. Cato Institute: Washington, DC. Trade Policy Analysis No. 26, January 6.
Prokopijevic, Miroslav (2004). The Eastward Enlargement of the European Union. Turin: ICER
Working paper
Vamvakidis, Athanasios (2007). External Debt and Economic Reform: Does a Pain Reliever Delay
the Necessary Treatment? International Monetary Fund. Working Paper No. 07/50.
Available at http://www.imf.org/external/pubs/cat/longres.cfm?sk=20465.0.

