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The Benefits of Economic Freedom 
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Economic Freedom of North America  
Economic Freedom of the World  
 
Size of government 
 Government consumption 
 Transfers and subsidies 
 Social Security payments 
 
Takings and discriminatory taxes 
 Tax revenue 
 Top marginal income tax rate and threshold 
 Other tax revenues 
 
Labor market freedom 
 Minimum wage 
 Public sector employment 
 Union density 
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For each year, divide the states into two groups… 
 
Å25 least free 

 
Å25 most free 
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Economic Freedom of North America (1985 ï 2009)  
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Employment 
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Economic Freedom of North America  
(all levels of government)  

Data Source: Census Bureau, Statistical Abstract of the United States; Ashby, Bueno, and McMahon, 
Economic Freedom of North America 2011, Fraser Institute 

1985  

7.5% unemployment  

6.7% unemployment  
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Economic Freedom of North America  
(all levels of government)  

Data Source: Census Bureau, Statistical Abstract of the United States; Ashby, Bueno, and McMahon, 
Economic Freedom of North America 2011, Fraser Institute 

1985  

7.5% unemployment  
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Economic Freedom of North America  
(all levels of government)  

Data Source: Census Bureau, Statistical Abstract of the United States; Ashby, Bueno, and McMahon, 
Economic Freedom of North America 2011, Fraser Institute 

1986  

7.5% 

6.5% 
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Economic Freedom of North America  
(all levels of government)  

Data Source: Census Bureau, Statistical Abstract of the United States; Ashby, Bueno, and McMahon, 
Economic Freedom of North America 2011, Fraser Institute 

1987  

6.3% 

6.1% 
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Economic Freedom of North America  
(all levels of government)  

Less free: 5.8% 

More free: 5.2% 

Data Source: Census Bureau, Statistical Abstract of the United States; Ashby, Bueno, and McMahon, 
Economic Freedom of North America 2011, Fraser Institute 

The difference in unemployment rates = 1 million jobs.  
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Income 
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Economic Freedom of North America  
(all levels of government)  

Data source: U.S. Census Bureau, Historical Income Tables: Households, Table H-8; Ashby, Bueno, 
and McMahon, Economic Freedom of North America 2011, Fraser Institute 

1985  

$22,000 income 

$24,000 income 
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Economic Freedom of North America  
(all levels of government)  

Data source: U.S. Census Bureau, Historical Income Tables: Households, Table H-8; Ashby, Bueno, 
and McMahon, Economic Freedom of North America 2011, Fraser Institute 

1985  

$22,000 income 

$24,000 income 
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Economic Freedom of North America  
(all levels of government)  

Data source: U.S. Census Bureau, Historical Income Tables: Households, Table H-8; Ashby, Bueno, 
and McMahon, Economic Freedom of North America 2011, Fraser Institute 
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Economic Freedom of North America  
(all levels of government)  

Data source: U.S. Census Bureau, Historical Income Tables: Households, Table H-8; Ashby, Bueno, 
and McMahon, Economic Freedom of North America 2011, Fraser Institute 
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Economic Freedom of North America  
(all levels of government)  

Less free: $35,300 

More free: $38,000 

Data source: U.S. Census Bureau, Historical Income Tables: Households, Table H-8; Ashby, Bueno, 
and McMahon, Economic Freedom of North America 2011, Fraser Institute 

Median household income averaged 
$4,000 more in the most free states.  
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Poverty 
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Economic Freedom of North America  
(all levels of government)  

Less free: 13.6% 

More free: 11.9% 

Data source: Bureau of Economic Analysis, GDP and Personal Income Regional Data; Ashby, Bueno, 
and McMahon, Economic Freedom of North America 2011, Fraser Institute 

The difference in poverty rates = 5 million 
people living in poverty.  
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Do these results hold across countries? 

? 
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Poverty 
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Data source: World Bank, Economic Freedom of the World, Fraser Institute 

Economic Freedom of the World  
(79 countries, 2000 -2010)  

Less free: 59% 

More free: 17% 
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Rich country effect? 
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Data source: World Bank, Economic Freedom of the World, Fraser Institute 

Economic Freedom of the World  
(25 poorest quartile countries, 2000 -2010)  

Less free: 81% 

More free: 64% 
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Inequality  
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No one ever died from income inequality. 
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Inequality  
 
 
Line up people from poorest to richest.  
Total income = $1 million  

These people earn a total of $100,000 

These people earn a total of $200,000 

These people earn a total of $300,000 

These people earn a total of $400,000 
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Inequality  
 
 
Line up people from poorest to richest.  
Total income = $1 million  

These people earn a total of $100,000 

These people earn a total of $200,000 

These people earn a total of $300,000 

These people earn a total of $400,000 
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Inequality  
 
 
 
Problem: It is possible to for people to be very unequal at a 

point in time, but perfectly equal over time. 
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Data source: CIA World Factbook, Economic Freedom of the World, Fraser Institute 

Economic Freedom of the World  
(123 countries, 1995 -2009)  

Less free: 43 

More free: 35 



www.antonydavies.org 30 

Child Labor 
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Less free: 28% 

More free: 13% 

Data source: Childinfo.org, Economic Freedom of the World, Fraser Institute 

Economic Freedom of the World  
(75 reporting countries, 2000 -2009)  
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Less free: 28% 

More free: 13% 

Data source: Childinfo.org, Economic Freedom of the World, Fraser Institute 

Economic Freedom of the World  
(75 reporting countries, 2000 -2009)  
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Rich country effect? 
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Less free: 41% 

More free: 27% 

Data source: Childinfo.org, Economic Freedom of the World, Fraser Institute 

Economic Freedom of the World  
(26 poorest quartile countries, 2000 -2009)  
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Environment 
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Less free: 85 

More free: 30 

Data source: World Health Organization, Economic Freedom of the World, Fraser Institute 

Economic Freedom of the World  
(85 countries, 2007)  
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Less free: –7% 

More free: +7%  

Data source: Mongabay.com, Economic Freedom of the World, Fraser Institute 

Economic Freedom of the World  
(136 countries, 1990 -2005)  
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Rich country effect? 
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Less free: –13% 

More free:  –7% 

Data source: Mongabay.com, Economic Freedom of the World, Fraser Institute 

Economic Freedom of the World  
(29 poorest quartile countries, 1990 -2005)  
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Conclusion 
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Less unemployment 

Higher incomes 

Less poverty 

Less income inequality 

Less child labor 

Better environments 

Across countries, states, and time, societies with 
more economic freedom have… 
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But… 

Free people will act selfishly! 
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More freedom Ą greater ability to exploit each other,  

 greater ability to harm each other,  

 greater ability to despoil the environment.  

More freedom Ą greater ability to cooperate, 

 greater ability to help each other,  

 greater ability to protect the environment.  
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More freedom Ą greater ability to exploit each other,  

 greater ability to harm each other,  

 greater ability to despoil the environment.  

More freedom Ą greater ability to cooperate, 

 greater ability to help each other,  

 greater ability to protect the environment.  

Appropriate role for government is in 
preventing people from harming each other.  
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The Benefits of Economic Freedom 
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The Counterargument 
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Correlation Causation 

Data don’t show that economic 
freedom causes goodness. 
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No Correlation No Causation 

Data do show that economic 
freedom doesn’t cause badness. 
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We have to do something! 
 

The rich are getting richer while the poor get 
poorer! 
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Data source: Statistical Abstract of the United States, U.S. Bureau of the Census, 1995-2012. 

Incomes are in 2009 dollars. 

U.S. Households According to Income 
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Problems with Inequality Measures 

 

ÅAssumes that the pie is fixed. 

ÅAssumes that the population is stagnant. 
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Data source: Statistical Abstract of the United States, U.S. Bureau of the Census, 2010, Table 678. 
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In 2000, the poorest 
Americans earned 
3.8% of all income. 

In 2007, the poorest 
Americans earned 
3.4% of all income. 
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Data source: Statistical Abstract of the United States, U.S. Bureau of the Census, 2010, Table 678. 
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The Pie Isn’t Fixed 

2000 RGDP = $11,216 b. x 3.8% = $ 425 b. 

2007 RGDP = $13,206 b. x 3.4% = $450 b.  
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Data source: Statistical Abstract of the United States, U.S. Bureau of the Census, 2010, Tables 8, 9. 

Oldest Quintile Youngest Quintile 

In 2000, the youngest 
Americans were 7.1 
years old. 

In 2010, the youngest 
Americans were 6.9 
years old. 
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The Population Isn’t Stagnant 

The young grew up and were replaced. 
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Source: Pew Economic Mobility Project 
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Source: Pew Economic Mobility Project 
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Source: Pew Economic Mobility Project 
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Source: Pew Economic Mobility Project 
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Source: Pew Economic Mobility Project 
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