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Chapter 1: Introduction 

 

1.1 Introductory Comments 

In 2016, globalization is a trend that spreads more and more through the world in any 

possible form. Economy is not an exception due to the fact that the economy has been 

globalized in our days more than ever before. A necessary thing that comes out of that 

economic globalization is the economic freedom that more and more developed 

countries select policies for their economic strategy that actually promote economic 

freedom. These policies have as a purpose to promote the competitiveness and the flows 

of capital in the markets since economic freedom attracts foreign investors. However, 

economic freedom is a concept that entails much more than the absence of barriers to 

the trade. Specifically, it is a concept that its main hypothesis is that markets can reach 

the maximum productivity with only limited government intervention which will cover 

only the legal environment, preserving the rule of law and citizens’ rights. This logic is 

based upon the fact, that individuals will work harder with the premise, that they will 

enjoy all the “fruits of their labor”. Therefore, anything that is an obstruction to that 

concept, is considered to reduce economic freedom and the right of individuals to use 

what they have gained from their work. Thus, economic freedom is a concept that 

advocates that individuals have to be free to act in any way they want with regard to 

their economic activities and the government should not restrict them or abstract what 

they have earned through taxation or other social forms of wealth redistribution. In 

conclusion, it is apparent that economic freedom is highly associated with the concept 

of capitalism which is a dominant component, in the overwhelming majority of the 

advanced economies in our days.  

In this essay, economic freedom will be examined thoroughly according to the two most 

prevalent indices published by the Fraser Institute and the Heritage Foundation, 

especially in the country of interest, which is Greece in comparison with the countries 

of Balkans, the Black Sea, Europe and USA in order to create a better picture of 

Greece’s performance. Moreover, the relationship between economic freedom and 

economic growth in general but also especially for the case of Greece will be examined 

both in a theoretical and an empirical part using different indicators for economic 

growth such as real GDP growth rate and per capita GDP in PPP.  
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1.2 Aim of the Thesis 

The aim of the Thesis is to examine the performance of Greece with regard to economic 

development and freedom in comparison with the USA, Europe, the Balkans and the 

Black Sea countries as well as the concept of economic freedom and its relationship 

with economic growth.  

 

1.3 Structure of the Thesis 
 

The thesis is structured in 6 chapters. In specific, Chapter 2 reviews the literature and 

Chapter 3 provides a background about the measurement of economic freedom 

according to the two most prevalent indices of economic freedom in the academic 

world. Moreover, Chapter 4 examines the performance of Greece in terms of both 

economic freedom and economic growth in comparison with Balkan and Black Sea 

countries as well as with the USA and Europe. Furthermore, this chapter also 

investigates the differences between the results of the two most prevalent indices of 

economic freedom and finally, examines the relationship between economic growth 

and freedom in overall but also through regression analysis for the country of interest 

of this thesis, Greece. Finally, in Chapter 5, specific policies are recommended for 

promoting both Greece’s economic freedom but also development in the country. 

Finally, Chapter 6, summarizes the main conclusions of this thesis.  
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Chapter 2: Literature Review 

 

 

2.1 Introduction            

 

In this chapter of the essay, it will be presented a theoretical approach on the 

relationship between economic freedom and growth as well as the results of many 

researchers in the field upon this relationship. Afterwards, the relationship between 

income inequality and economic freedom will be analyzed since the latter relationship 

is a matter that causes controversy among many researchers. Finally, in the last part of 

this chapter, it will be presented a historical overview of Greece’s performance through 

time in terms of economic freedom. 

2.2 Economic growth in relation with Economic Freedom 

 

To begin with, the Economic Freedom Index(EFI) is an independent index and it is not 

designed to measure economic growth while this work is left for other researchers of 

the field. Therefore, in this part of the essay, it will be attempted to identify the possible 

correlations of the EFI with economic growth in a theoretical point of view. 

To begin with, Economic Freedom is highly correlated with low taxation and an 

effective unbiased independent legal system which protects the property rights. The 

plausible implications of this in the economy would have as a result to promote 

meritocracy in the markets, thing that would encourage people to work harder in order 

to succeed and not to try in insidious ways to promote their careers which means that 

the productive work would not be as rewardable as it should, thing that is destructive 

for an economy. Moreover, high economic freedom levels in a country, would attract 

investors from that country but from abroad as well and would also make people work 

harder, due to low taxation and the absence of corruption. This happens due to the fact 

that low taxation means that people are able to keep the most of their earnings and 

thereby, it encourages people to work more and therefore to be more productive which 

leads to the best allocation of resources for an economy. Furthermore, corruption would 

also intimidate possible foreign investors due to the fact of the existence of asymmetric 
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information. Namely, some companies would acquire more information in illicit ways 

which would make the competition unfair. Therefore, individuals would not endeavor 

in the first place to enter such a market eliminating any competition from the beginning 

and thereby rendering impossible a sound money market circulation and thereby, the 

best allocation of resources for that market. Moreover, in the case that there would be 

corruption, individuals who succeeded using illegal ways, would actually undermine 

the concept of hard work and productivity and would create disincentives for the others 

to work harder in order to succeed.  In addition, low taxation and low entry barriers to 

the economic market, which are main components of economic freedom, also 

encourage people to undertake some actions and to invest in fields that they would not 

if the cost of entering in such markets was high. From actions as such, the greatest 

innovations have come and therefore an economy as such, is highly promoting 

innovation. Finally, stable inflation ratio that economic freedom advocates, can be 

correlated with more investments and therefore higher economic growth due to the fact 

that it creates a stable and thereby predictable economic environment that people are 

much more likely to invest to. 

However, even if in general lines, the relationship between economic freedom and 

economic growth is significantly positive for the most of the researchers in the field, 

there are some components of economic freedom that are more significant for growth 

than others according to many of them. Specifically, the results of some of the most 

important empirical studies in this field upon the correlation of economic growth and 

economic freedom will be presented in this point of the essay. 

To begin with, Bengoa and Sanchez-Robles (2003) who tested economic freedom in 18 

Latin American countries in a thirty-year span between 1970 and 1999 in relation with 

Foreign Direct Investment(FDI) using panel data, found that Economic freedom is a 

major factor for increasing the FDI and after having examined the positive correlation 

of FDI with economic freedom, is also proven the indirect relationship between 

economic freedom and economic growth.  

In addition, Carlsson and Lundström (2002) also found that economic freedom is 

related to economic growth after econometrically testing 78 countries in a span of 

twenty-one years between 1975 and 1995. The results showed that there is apparently 

a relationship between the two variables but it is not so clear because some of the 
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components of economic freedom seem to be statistically significant positive when 

some others are negative and others insignificant.  

In more detail, legal structure and security of property rights seem to be significantly 

positive, whereas the size of government and the freedom to trade areas, significantly 

negative. At this point, the results are quite interesting since the Index of Economic 

Freedom even if it is increased with a negative relationship with the “size of 

government component, this does not happen with the “freedom to trade” component. 

Therefore, according to the above authors, this component of economic freedom is 

actually possible to reduce economic growth. This can be explained by the fact that an 

economy sometimes needs to protect its domestic companies by the foreign competition 

since something like that can lead to the close of those domestic companies since 

foreign ones may have access to cheaper raw materials or cheaper workforce.  

Finally, according to (Carlsson and Lundström, 2002), price stability and monetary 

policy seem to be the weakest area concerning the correlation of the latter with 

economic growth since the results were insignificant between those two. Concluding, 

the authors, advocate that both levels and changes of economic freedom index influence 

significantly positively economic growth. That last statement is also supported by 

Pitlik’s (2002) research which tested the relationship between economic growth and 

economic freedom for a span of 20 years using the Fraser institute index data and found 

as well that both the level of economic freedom and changes have significant impact on 

economic growth 

Moreover, Ayal and Karras (1998) examined using the Heritage Foundation index of 

economic freedom, the relationship of economic freedom with economic growth 

thoroughly, using each variable of economic freedom as an independent variable for 58 

countries for the years between 1975 and 1990. Their results showed that economic 

freedom is statistically significant to economic growth in a positive relationship but not 

all the variables of the index have the same significance. Specifically, the freedom to 

trade internationally, the limited role of government to the markets, and the low 

development in printing new currency are statistically significant factors for economic 

growth, whereas, the low transaction taxes with foreigners and the small variances in 

inflation seemed to be statistically significant only in some cases.  
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Therefore, those results do not come in complete agreement with Carlsson and 

Lundström findings with regard to which components of economic freedom are actually 

promoting growth and which are not. Specifically, they only agree that to the fact that 

the limited government intervention promotes significantly economic growth. 

De Haan and Sturm (2000) tested the economic freedom effects to economic growth 

using a sample of 80 countries for a span of sixteen years between 1975 to 1990 using 

both the Heritage Foundation Index of economic freedom but also the Fraser Institute’s 

one too. The results of their study indicated that economic freedom definitely affects 

economic growth by promoting economic prosperity but the levels of that prosperity 

are not affected by economic freedom. Namely, after the country reaches at a certain 

point of growth, then additional economic freedom does not mean additional 

development as well. The same conclusions are also advocated by a second paper of 

those writers that was published in 1999. 

Moreover, Wu and Davis, (1999) who tested the relationship between economic 

freedom and economic growth in a sample of about one hundred countries between the 

years of 1975 to 1992, in contrast to De Haan and Sturm, found that that there is a 

positive relationship between the level of economic freedom and economic growth. 

Scully (2002) conducted a research upon the relationship of economic freedom on 

economic growth and income inequality in countries with high industrial levels and 

some Asian countries that experienced very fast industrial growth in the period (26 

countries in overall) between the years 1975 and 1990. The results of that research 

agreed to Wu and Davis, indicated that the level of economic freedom positively affects 

the economic growth and equality but when it comes to excessive equality, growth may 

experience a small negative relationship. 

Cebula, et al. (2013) also conducted a research upon economic freedom and per capita 

real GDP on OECD countries between the years of 2002 and 2006 and found that there 

is a statistically significant relationship between the two variables since the higher the 

degree of economic freedom, the higher the activity in the economic markets which had 

as a result the real GDP per capita to be higher as well. 

Abdiweli and Crain (2001-2002) also investigated the relationship between economic 

freedom and growth in a sample of 119 countries from 1975 to 1989 and found that 

there is a robust relationship between the two variables. In this research, the writers also 
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found that economic freedom is highly correlated with institutional quality while also 

that variability in prices is dropped as economic freedom goes higher, thing that is a 

prerequisite for a sound economic market system. 

What’s more, Dawson (2003) conducted a research testing the interaction between 

economic freedom and economic growth between the period of 1970 and 2000 in a 

sample of 267 countries using Granger causality tests. The results indicated that there 

is a positive relationship between economic freedom and growth. In more detail, he 

found that the level of economic freedom is a significant factor for growth, whereas the 

changes to economic freedom can stimulate growth but except for that increase in 

economic growth can also influence significantly the changes in economic freedom. In 

addition, Dawson examined each component of economic freedom relationship with 

growth separately and found that both levels and changes in the size of government do 

not actually affect economic growth but the opposite happens. Moreover, Dawson 

inferred that the economic freedom sector regarding the price stability and money 

growth, the changes and the levels of the latter can both be the result of economic 

growth but also to cause growth as well. Finally, Dawson found that both the levels and 

changes in economic freedom are important agents to increases in investments.  

Gwartney, Lawson and Holcombe (1999) found in their research between 1985 and 

1995 period in a sample of 82 countries, that economic freedom is related to economic 

growth. However, they found that even if economic freedom causes economic growth, 

the opposite as it would be plausible to be valid, does not actually occur. 

Belasen and Hafer (2013) tested economic freedom in comparison with the well-being 

index in the period between 1995 and 2005 in each state of USA and concluded that 

economic freedom statistically significantly affects the well-being index and since well-

being is closely correlated with economic growth, it also affects growth in that indirect 

way too.  

Doucouliagos and Ulubasoglu (2006) examined the relationship between economic 

freedom and economic growth in 82 countries between the years 1970 and 1999. Their 

research found that the relationship is statistically significant and positive. Moreover, 

they also found that economic freedom has an indirect outcome on growth since the 

latter influences the development of physical capital. Finally, they found that economic 

freedom’s influence on growth is greater than political freedom’s one. 



10 | P a g e  
 

Vega-Gordillo and Alvarez-Arce (2003) also examined the effects of economic 

freedom on economic growth in around 100 countries in the period 1975-1995. They 

concluded that economic freedom is a statistically significant variable for economic 

growth. The authors also point that economic freedom is a necessary component for 

economic growth and also they distinct economic freedom from political freedom 

saying that political freedom may have some effect on economic growth but is not as 

visible as economic freedom’s influence on growth.  Abdiweli et al. (1997) using a 

sample of 119 countries also found out that there is a relationship between economic 

freedom and economic growth in almost the same period that was tested by Vega-

Gordillo and Alvarez-Arce but with 4 additional years, namely until 1999. 

Fuerthermore, Gehring (2012) wanted to search for additional information on the effect 

of economic freedom to society. Therefore, except for the already searched relationship 

between economic freedom and economic growth, Gehring attempted to test the 

relationship between economic freedom and well-being since materialistic growth does 

not mean happiness as well. Gehring supported that opinion upon the fact that much 

stress and other disorders which are caused by the hard work, could have the opposite 

result to the happiness index. Thus, Gehring, tested in a sample of 86 countries, the 

relationship between the already mentioned before variables for the period between 

1990 and 2005 and found that actually economic freedom except for enhancing growth, 

also boosts the well-being index. 

In addition to that, Heckelman (2000) examined the relationship between economic 

freedom and economic growth in the period between 1994 and 1997 for 94 countries 

using Granger-causality tests and found that the levels of economic freedom affect 

economic growth positively but the opposite does not happen. Moreover, he found that 

certain areas of economic freedom exert greater effects on economic growth than 

others. 

Justesen (2008) also conducted a research upon the relationship between economic 

freedom and economic growth with the Fraser’s Institute data for economic freedom, 

using panel data to run Granger causality tests for a time span of 30 years between 1970 

and 1999. His results also indicated a positive relationship between economic freedom 

and growth. Justesen also found that some certain components of economic freedom 

index such as the components concerning the dimensions of government interference 
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in the markets and the regulations regarding the markets have much greater effects on 

economic growth than other components of the index. Finally, regarding the size of 

government component of economic freedom, Justesen found that this component can 

affect growth significantly but the opposite can also happen. Namely, economic growth 

affects the government size as well since, for example, it is easier to retain lower 

taxation when the country is not in recession. In this last statement, Justesen comes in 

agreement with Dawson (2003) but not to the fact the government size also affects 

growth. 

Cole (2005) also examined the effects of economic freedom on economic growth using 

the index of the EFW for the period between 1980 and 1999 and found that there is a 

statistically significant relationship since economic freedom affects the total output of 

a country positively and therefore additional output leads to growth. Moreover, he 

found that economic freedom also gives more incentives for investments which also 

affects growth.  

Splinder and De Vanssay (1994) investigated the relationship between per capita 

income and economic freedom for the period between the years 1985 and 1988 using 

Solow model and the results indicated that economic freedom has a significant effect 

on per capita income. 

Compton, Giedeman and Hoover (2011) also conducted a research in the period 1981 

and 2004 upon the relationship between economic freedom and economic growth in the 

fifty states of USA using as their basic dependent variable, the logarithm of real per 

capita gross domestic product. The results indicated a significantly positive relationship 

and also after having examined each component of EFW’s index, they found that not 

every component has the same significance on economic growth. 

Saini, Baharumshah and Law (2010) examined the relationship between economic 

freedom and growth using data panel for 85 countries in the span of 1975 and 2004. 

The results of their research demonstrated that economic freedom affects significantly 

positively the long term economic growth. 

In conclusion, it is obvious that the literature is not able to agree unanimously to what 

extent economic freedom affects economic growth but in the majority of the studies, 

the results agree that actually economic freedom has an impact on economic growth 

and also many of the papers find that some components of economic freedom are also 
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affected by economic growth. Moreover, the majority of the researchers find that not 

each part of economic freedom has the same influence on economic growth. However, 

even if the overwhelming majority of the papers find the relationship between economic 

freedom and growth to be positive, they also find that some components of economic 

freedom may be statistically insignificant to growth or even to have a negative 

relationship with economic growth (such as Freedom to trade Internationally, Carlsson 

and Lundström) but there is not consensus among the researchers on which component 

is more important for growth or which is insignificant. Therefore, it can be concluded 

that there is not unanimity among the researchers upon to which components of 

economic freedom are the most valuable for economic growth and which actually have 

the opposite to growth results.  

Finally, as Doucouliagos (2005) said “economic growth and freedom literature is 

strongly influenced by publication bias” but even if this is an apparent fact, this does 

not mean that those findings are not valuable. But this means that, more researches in 

the field will be needed in order to identify the magnitude of that relationship. 

 

2.3 Income inequality 

 

When talking about economic freedom, a crucial matter among researchers on that field 

always concerns the relationship between the economic freedom and income inequality 

which remains quite controversial. Many of them advocate that economic freedom 

increases income inequality among citizens of a country since economic freedom 

promotes low taxation which is more beneficial for the higher income earners as well 

as reduces the minimum wages and gives employers the power to dismiss their 

personnel in any given time. Various empirical researches have been done around that 

critical matter but the results are not unanimous.  

Berggen (1999) found on that matter that there is a positive relationship between 

economic freedom and income inequality in the short term, while a negative one in the 

long term. According to Berggen, this can be explained by the fact that low taxation 

and therefore lower redistribution could benefit more people with high income but in 

long term the freedom of trade could compensate for that loss and benefit more the 

people with low incomes.  
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On the other hand, Bergh and Nilsson (2010) who also investigated that relationship in 

the period 1970-2005, in approximately eighty countries, found that there is a positive 

relationship between economic freedom and income inequality in short term but also in 

the long term in comparison to Berggen’s foundings. 

In support of those finding, Carter who also examined the relationship between 

economic freedom and income inequality in 123 countries in the period between the 

years 1975 and 2004, found that there is actually a positive relationship between the 

two variables. However, he found that the increase in the job opportunities that are 

offered due to the increases in economic freedom, are negatively associated with 

income inequality. Nevertheless, on the other hand, he also found, that the very small 

government intervention regarding the redistribution of the wealth in favor of the 

poorest, is actually significantly positive to income inequality. 

Moreover, Angulo-Moreno and Pérez-Guerrero (2010) who examined the relationship 

of economic freedom and income inequality in the short term, found as well that the 

relationship between economic freedom and income inequality is positive but they also 

found that not every component of economic freedom contributes to greater inequality. 

Specifically, the areas of legal system, access to sound money and government size is 

not significantly correlated with income inequality but the regulations concerning the 

labor markets such as the abolition of the low wages are the ones that actually have the 

greatest impact on spreading the income differences among people. 

However, Gwartney, Lawson and Hall (2015) according to the table 1 found that there 

is no clear relationship between economic freedom and income inequality. This can be 

easily understood from the below table since the proportion of the incomes of the 

poorest people of the countries with the highest levels of economic freedom is not less 

than the countries where the economic freedom levels are very low. In other words, if 

economic freedom was promoting income inequality, then the poorest people of the 

most economically free countries, would have significantly lower income percentage 

in comparison to the countries which have low levels of economic freedom. Therefore, 

according to the Bar Graph 1, Grartney et al support that there is no relationship 

between the two concepts. 
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Bar Graph 1  Economic Freedom and Income Share of the Poorest 10% 

 

Source: Economic Freedom of the World:2016 Annual Report 

 

 

2.4 Critics on the index of Economic Freedom 

 

Economic Freedom has been an independent index and it has not been made in order to 

be associated with the results occurring in an economy. However, economic freedom 

for many years is characterized by controversy upon the matter of its usefulness and 

due to that fact, many studies have been done in order to evaluate the implications of 

the latter on the economy. More specifically, out of around 200 studies that have been 

done on that topic, the greatest percentage, found that economic freedom is correlated 

with positive outcomes while also around thirty percent of them presented results where 

economic freedom was either associated with both positive and negative upshots or the 

results presented the relationship to be insignificant. However, there were only around 

five percentage of the studies which associated economic freedom with only adverse 

implications.  Bologna and Hall (2014) 
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In this point of the essay, some of the most serious critisisms on the index of Economic 

Freedom will be briefly presented. Therefore, to begin with, many academics claim that 

economic freedom index counts government expenditure and top marginal tax rate in 

two different variables inside the index when it is actually the same and therefore the 

same data are measured twice. According to Gwartney and Lawson (creators of the 

EFW), the taxes imposed on citizens are usually higher than the government 

expenditures. Therefore, if not both of these variables were counted, it would be quite 

possible to undervalue the overall cost on economic freedom.  

In addition to that, many academics exert criticism upon the fact that EFW’s five 

components can be highly uncorrelated. Namely, there can be a very high score in the 

sound money section but a low score in government expenditures. However, this 

criticism is invalid because if one of the variables could predict the others, there would 

be no need to use more than one variable. Therefore, the whole meaning of the different 

variables is that just one of them cannot foretell the results in the others. In conclusion, 

one of the most serious criticism to the Economic Freedom Index is that the index has 

to change through time since the changes in the economic and political field may render 

as a necessity that the coefficients on each variable to change as well since each 

variable’s value cannot be kept constant over time. Except for that, the alternations in 

the economic and political field may even result in the need for the creation of 

additional variables for the evaluation of economic freedom that were not measured in 

the past.  (Bologna and Hall,2014) 

 

2.5 Economic Freedom in Greece-A Comprehensive Overview Through 

Time 

 

In this part of the essay, Greece case will be examined through time in terms of 

economic freedom in a theoretical point whereas, in chapter four, it will be examined 

with empirical data thoroughly. 

Therefore, to begin with, after Greece had come out of the civil war that took place 

between 1944 and 1967 which had rendered the economy in recession for years, the 

military which had acquired the government’s duties in 1967 while also the center-right 
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wing party of Konstantinos Karamanlis from 1974 to 1980 and later the center-left wing 

party of Andreas Papandreou implemented policies which were producing effects 

opposite to economic freedom. Specifically, these political parties expanded the public 

sector too much by promoting nationalization and creating many new public services 

which brought a decline in economic freedom but also inflation increased too much 

since the government deficits were funded by generating additional currency. In the 

subsequent years, the fact that Greece joined the European Union in 1981, had 

tremendous effects on the economic freedom of the country since Greece was obligated 

to implement measures which were promoting a stable currency and decrease in 

inflation, in order Greece to join the Eurozone later. Moreover, joining the European 

Union, Greece had to accept the free trade among European Union’s countries, thing 

that increased the economic freedom in the sector regarding the freedom in the 

international trade and also promoted greater competition in the market. However, 

Greece had large deficits from the past, which were concealed from the public by using 

accounting frauds, thing that deteriorated the situation even more in combination with 

the fact that Greek government converted future expected incomes into their present 

value in order to decrease the deficit for that year back then, thing that brought Greece 

the next year in much worse position, losing all those future value incomes. Therefore, 

this bad economic situation in conjunction with the global economic crisis, had as an 

aftermath, to bring the country to the bink of economic collapse something that had 

very adverse effects on economic freedom. However, at first sight,  Greek’s economic 

freedom’s levels do not seem to be the causal factor of Greek’s economic recession but 

just the result of the latter since at the period before Greece faced that recession, many 

improvements with respect to economic freedom, had been done by the country in order 

to reach the European standards. Many other factors, regardless of the economic 

freedom levels of the country contributed to that collapse. In more detail, Greece’s 

situation, was aggravated much more by the fact that lenders were considering Greece’s 

case as a highly risky one and therefore they requested very high interest rates in order 

to lend to Greece, thing that made the country unable to pay its debts and also forced 

Greece to ask for more loans in order to pay the previous ones. However, after the crisis 

began, the reduction of economic freedom in certain sectors was a necessary outcome, 

given the situation, since certain policies had to be implemented gradually such as the 

capital control, the prohibition of transferring currency abroad and the high taxation in 
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order the International Monetary Fund(IMF) to keep lending to Greece. (Herbert 

Grubel, 2015) 

In conclusion, this comes intro agreement to what Dawson (2003) and Justesen (2008) 

supported about the size of the government, namely that this component of the index of 

economic freedom is actually significantly dependent on the variances in economic 

growth. Those claims can be proved to be right in the case of Greece since the measures 

that were enforced with regard to the excessive taxation were obviously a crisis’ 

aftermath. Those measures were inevitable from the moment that the country went 

bankrupt and requested the assistance of the IMF. However, according to Haan, Sturm 

and Zandberg (2009), who conducted a research on countries that suffered economic 

crisis in 1990s (Norway and Sweden), they concluded that economic crises tend to have 

a negative effect in economic freedom in short term, but in the long term, economic 

freedom will have an upward trend with regard to the countries that have experienced 

an economic crisis. Therefore, according to those results, Greece is expected to have an 

increase in its economic freedom levels 
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Chapter 3: Economic Freedom Measurement 

 

3.1 Introduction 

 

Economic freedom is a variable that its measurement is not an easy task since many 

valuable data are very hard to be found from unbiased sources. Through time, many 

academic researchers tried to measure economic freedom. Nowadays, even if there are 

a numerous of indices measuring economic freedom, the most well-grounded efforts to 

create an unbiased Economic Freedom Index(EFI) have been done by the Economic 

Freedom of the World which is published annually by James Gwartney, Robert Lawson 

and Joshua Hall. Moreover, the Economic Freedom Index provided by the Heritage 

Foundation in collaboration with Wall Street Journal is also considered similarly 

credible. 

In this chapter of the essay, firstly it will be clarified based on which variables these 

two indices are measuring economic freedom since they are the most used in the 

literature and in the empirical analysis of economic freedom. As far as the meaning of 

every variable and sub-variable of each one of the five sectors of the EFW are 

concerned, all of them will be thoroughly explained in chapter 4, where Greece’s 

performance in each one of them will be analyzed. 

3.2 Economic Freedom Index by Fraser Institute 

 

To begin with, Economic Freedom Index which is published by the Economic Freedom 

of the World(EFW)-Fraser Institute, is divided into 5 sectors which are the Size of 

Government, the Legal System and Property Rights, the Sound Money, the Freedom to 

Trade Internationally and the Regulation sector. 

Specifically, the “Size of Government” refers to the total government expenditures as 

a percentage of the GDP of the country. This section is measured by four subareas 

which are: 

 Government consumption 

 Transfers and subsidies  
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 Government enterprises and investment 

 Top marginal tax rate: 1) Top marginal income tax rate and 2) Top marginal 

income and payroll tax rate  

(Economic Freedom of the World 2016 annual report) 

The hypothesis here is that the higher the government expenditure and the marginal 

income tax rates as well as the transfer and subsidies which refer to redistribution of 

wealth in ways like subsidizing certain companies and offering, for example, social 

services such as financial support to the poor, the less economic freedom exists in that 

country. This is quite plausible and can be explained by the fact that people are not 

economically free since they have to return a percentage of their earned income in order 

others to get benefit of it. Therefore, the less the engagement of the government in the 

economic activities, the higher the degree of economic freedom for that country.  

Moreover, the “Legal System and the defense of the Property Rights” is the next 

pillar that is assessed by the EFW and is evaluated based on the following areas 

according to EFW:  

 Judicial freedom 

 Unbiased courts 

 Protection of property rights 

 Military intrusion in rule of law and politics  

 Probity of the legal system 

 Legal implementation of conventions 

 Regulatory charges on the sale of real assets 

 Credibility of police and finally 

 Business expenses of crime  

In general, the hypothesis that entails this sector of the EFW is that the government has 

to take some actions but those actions have to be only for the smooth operation of the 

economic market which is unable to operate properly without an unbiased legal system 

and the collateral that people have nothing “to be afraid of”, regarding the integrity their 

property rights. This is based on the fact that their property reflects their job efforts and 

therefore the risk of losing their property, provides great disincentives for working since 

this means that they work in order to acquire something that may lose later. Therefore, 
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a higher degree in that area indicates that an economy is more free since people have 

nothing to be concerned with regard to their protection of their work earnings. 

According to the EFW, this area is considered one of the most significant ones since 

countries which operate poorly in this area, are very unlikely to experience economic 

welfare.  

In addition, the third variable that composites the Economic Freedom Index of the EFW 

is the “Sound Money” and is divided into the 4 following components:  

 Money augmentation,  

 Standard deviation of inflation,  

 Inflation of the last economic year  

 Freedom to own overseas exchange bank accounts 

This sector of the EFW measures the inflation ratio and therefore the stability of the 

prices through years while also the ability of the citizens to use other currencies. It is 

considered that an unstable currency makes it difficult for people to predict the market 

and therefore reduces incentives for investments. Furthermore, inflation can be 

considered as a tax since the increase of the money means that the money already 

existed in the market lose their actual value and thereby is an indirect tax which is also 

an important disincentive for productive work and obviously reduces economic 

freedom.  

With regard to the fourth variable of the EFW, this variable refers to the “Freedom to 

Trade Internationally” and is composed by the following subareas:  

 Tariffs 

 Regulatory commercial barriers 

 Black-market exchange rates  

 Limits on the movement of capital and people 

According to the EFW, an economy is more free when people are free to trade with 

foreigners. Therefore, any limitation to the freedom of commerce, such as tariffs and 

quotas are considered to have adverse implications to economic freedom. Moreover, 

there are some less noticeable ways that can hamper significantly the Freedom of the 

International Trade such as delays regarding the bureaucratic procedures that 

sometimes are due to inefficiency but can also be attributed to high corruption which 
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means that bribery may be a prerequisite, should an entrepreneur want to run the 

procedures smoothly.  

The last variable of the Economic Freedom Index from the EFW is the “Regulation” 

one and is composed by three sub variables which are:  

 Credit market regulations 

 Labor market regulations 

 Business regulations 

In more detail, the credit market regulations refer to whether the banking system, as 

well as the interest rates, are controlled by the government. An absence of government 

interference from the above, illustrates a more free economy. In addition, regarding the 

labor market regulations, these regulations refer to the employees’ minimum wages, the 

hiring and firing procedures as well as the practice of recruitment. Namely, the lower, 

the minimum wages and the more flexible the processes of hiring and dismissal of the 

workforce, the higher the degree of economic freedom in that country, since the 

individuals in a market will not be restricted by regulations in their enterpreunerial 

actions. 

Also, the abstain from the practice of conscription indicates a more economically free 

country since concscription is considered to comsume the productive time from the 

citizens due to the fact that a policy as such does not permit the individuals of a country 

for a certain period to work for themselves. Finally, the Business regulations refer to 

the bureaucratic effectiveness with regard to cash cost as well as the time cost, 

concerning the process of starting a business. Specifically, the delays in the bureaucratic 

procedures regarding business licenses or other contracts as well as the barriers to entry 

in a business set by the government, are components of the Business regulations of a 

country. The absence of the above indicates a more free economy since individuals are 

able to open a business without high costs. In summary, all of the above three 

parameters of this section of the EFW increase economic freedom due to fact that the 

less the regulatory costs to the employers, the more free they are to follow their 

entrepreneurial ideas.  
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As far as the interpretation of the score of the Fraser Institute Index of economic 

freedom is concerned, this ranges in a scale from zero to ten where zero indicates the 

worst possible performance and ten reflects the best one. 

Conclusing, it is essential to understand that none of this variable can lead to safe 

assumptions in order to predict the level of economic freedom since good results in one 

of those variable does not definitely result in good scores in the other variables as well.  

 

3.3 Economic Freedom Index by Heritage Foundation 

 

This index is similar to the Economic Freedom Index by the Fraser Institute. However, 

it has some differences in its weighting scheme from the EFW’s index of economic 

freedom. Due to the fact that both of these indices are used to academic theoretical and 

empirical researches, it is fundamental to analyze the main components of that index as 

well. 

Therefore, this index is divided into 10 components which all of them have the same 

weight. These 10 sectors of the Heritage Foundation index are the following: 

 The Property Rights 

 The Freedom From Corruption 

 The Fiscal Freedom 

 The Government Expenditure 

 The Business Freedom 

 The Labor Freedom 

 The Monetary Freedom 

 The Commercial Freedom 

 The Investment Freedom  

 The Financial Freedom  

The index can also be divided into 4 categories according to its content. The first 

category contains the first two mentioned variables: The Property Rights and the 

Freedom of Corruption. The second category is the Government size that contains the 

Fiscal Freedom and the Government Expenditures. Moreover, the third category is the 
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Regulatory Effectiveness that consists of the Freedom of business and the Labor 

Freedom. Finally, the fourth category refers to the degree that the markets of the country 

are open to the rest of the world and this category includes the Commercial Freedom, 

Investment Freedom and the Financial Freedom. 

Each of these 10 variables has an equivalent weight with the others and is measured 

with scores that extends from 0 to 100. The best performance in a category is indicated 

by a score of 100. The sum of each independent variable score gets divided by 10 in 

order to create the overall score of a country, where again obviously, the best 

performance is indicated with a score of 100. 

Concerning the actual meanings of those scores, according to the Heritage Foundation 

Index a score from 0 to 49,9 indicates a repressed economy whereas, a score from 50 

to 59,9 refers to a mostly unfree economy. Furthermore, a score from 60 to 69,9 states, 

a moderately free economy. Finally, a score from 70 to 79,9 demonstrates a mostly free 

economy when a score between the range of 80 to 100 illustrates a free economy. 

    

3.4 Comparison Between the two indices  

 

As it is quite obvious, the variables are quite similar to the Fraser’s Institutes ones. 

However, the weight of each one is not the same. 

In more detail, to begin with, the “Property Rights” variable is included in both indices 

with the same meaning. However, in the Fraser’s institute, Property Rights as well as 

Freedom from corruption are included in one category in the “Legal System and the 

defense of the Property Rights” area of the EFW. The freedom of corruption is not 

mentioned as such by the Fraser’s institute index but it is a prerequisite for the other 

variables which are included in that section since freedom of corruption means that 

individuals will not be able to get advantage against others through insidious ways, 

something that would have as a result to cause damage to the whole of a society. 

Namely, the result of the absence of corruption is an impartial and independent 

judiciary as well as the credibility of police system and generally the effective 

enforcement of the law which are components of the EFW’s afformentioned area.  
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Therefore, we can conclude that the weight of each variable here is about the same since 

the Fraser’s Institute Index weights the “Legal system and the defense if Property 

Rights” variable with a percentage of 20 % of the overall and this variable actually 

includes the two variables mentioned above of the Heritage Foundation Index where 

each one of them has a weight of 10% of the overall index, and therefore 20% on the 

whole. However, the freedom of corruption is included partially in the EFW’s index, 

whereas the Heritage Foundation one gives more weight to that. 

Furthermore, with regard to the Size of Government variables of the Heritage 

Foundation index, the “Fiscal Freedom” variable refers to the degree that individuals 

are able to act without the interference of the government. Specifically, this variable 

focuses on the extent that individuals are able to manage their wealth without the 

government to require a percentage of it back, in any possible way such as taxes or even 

indirect taxes such as value-added taxes. Moreover, the “Government Spending” 

variable of the Heritage Foundation Index focuses on the government expenditures that 

are considered as investments. Namely, in order to be beneficial for the whole, the profit 

of these investments has to be higher than the hypothetical profit that there would be in 

the case where these funds that were abstracted through taxation, had been kept into the 

private sector.  

These two variables of the Heritage Foundation Index are similar to the “Government 

Size” variable of the Fraser’s institute which has a percentage equivalent to 20% of the 

overall, similar to the percentage that is held by the two variables of the Heritage 

Foundation Index. 

Moreover, in terms of the Regulatory Effectiveness variables of the Heritage 

Foundation Index, “Freedom of Business” refers to the ability of individuals to start a 

business without any administrative delays which would impede the easy entry to a 

market and would provide disincentives to the possible entrepreneurs. In addition, 

“Labor Freedom” refers to the degree that employers are able to adjust the wages of 

their employees as well as to hire and dismiss them at any desirable time. Finally, the 

last variable of the Heritage Foundation index regarding the Regulatory Effectiveness 

is the “Monetary Freedom” which refers to the stability of a currency since otherwise 

an unstable inflationary currency is like an indirect tax due to the fact that the money 

that people own, loses their actual value.  
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In this area, things are a bit more complicated comparing the two indices.  “Freedom of 

Business” and “Labor Freedom are similar to the subareas of the Fraser’s Institute index 

of “Business Regulations” and “Labor Market Regulations”1 correspondingly and 

therefore since these two subareas are the two thirds of an area that includes 20% in 

overall, therefore, these two areas together constitute approximately 13,3 % of the index 

of the Fraser’s Institute whereas the same areas compose the 20% of the overall index 

of the Heritage Institute.  

Finally, the “Monetary Freedom”area of the Heritage index is similar to the three of the 

four subareas of the “Sound Money” area of the Fraser’s Institute. Therefore, in the 

Fraser’s Institute Index, this variable composes the 15% of the whole index when in the 

Heritage Foundation Index, just 10%.  

In conclusion, concerning the market openness variables, “Commercial Freedom” 

variable is partially similar with the area  of the Fraser Institute “Freedom to Trade 

Internationally” and refers to the absence of any hindrance in the commercial with the 

other countries such as taxes or trade quotas. However, sometimes such an action may 

be harmful for a country’s economy since the foreign companies may have much 

cheaper raw materials than domestic companies and this would have as a result, the 

competition to actually close all those domestic companies creating serious problems 

to that country’s economy.  

Moreover, “Investment Freedom” variable measures the degree that the environment 

of a country provides the maximum efficiency for the entrepreneurial activities. 

Namely, an environment as such will promote competition in the market for the better 

allocation of resources and will be characterized by meritocracy which means that the 

larger and more strategically important firms will not be promoted against the small 

ones. However, at this point it is worth to mention that such an action may have negative 

effects as far as  economic growth is concerned since some markets are natural 

monopolies which means that if other firms would be promoted as well, this would 

increase the cost for the average consumer due to the fact that economies of scale would 

not be exploited as a natural monopoly would do. In this case, except for the company 

that exploits the natural monopoly, the average consumer would also get greater benefit 

of such a practise since, economies of scale would drop the average price much lower 

                                                           
1  Appendix: Table 1 
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than in the case, that competition would be promoted and would have as a result 

economies of scale not to be exploited. Nevertheless, in this case, government 

regulations would be necessary in order to retain the prices equal to the marginal cost 

so that the dominant company would not get advantage of the monopoly and would 

enforce very high prices to the consumers. Examples of such markets in Greece is 

telecommunications and electricity.  

Finally, the last variable of the Heritage Foundation Index is “Financial Freedom” 

which refers to the effectiveness of the financial system of a country. This means that 

there is the need of transparency in the bank procedures but except for that, banks have 

to be able to offer investment prospects to possible entrepreneurs and generally to 

provide any kind of services such as to provide a good and reliable credit system, 

exchange of currencies with smooth procedures and easy transfer of money through 

accounts both within the country but out of it as well. Characteristics as such, would 

promote entrepreneurial activities and would attract investors from abroad as well.  

Regarding the comparison between the two indices, the “Commercial Freedom” is 

similar to the three of the four subareas of the “Freedom to Trade Internationally” of 

the Fraser’s Institute Index. Therefore, the weight of this variable in the Fraser’s 

Institute Index is around 15% of the overall index whereas in the Heritage Foundation 

Index is 10%. As far as Investment Freedom variable is concerned, this variable has 

similarities to the subarea variable of the Fraser’s Institute: Limits on the movement of 

capital and people variable which comprises the 5% of the overall of the index of 

Fraser’s institute, whereas, investment freedom variable composes the 10% of the 

overall Heritage Foundation’s Index. Finally, Financial Freedom variable does not have 

a corresponding variable in the Fraser’s Institute Index but it can be included in the 

content of many variables of the Fraser’s Institutes. 

In overall, we can safely conclude that the two indices have many similarities but also 

differences in the weighting scheme of their variables, thing that can lead to a 

significant deviation between the results of each one of those indices. An even more 

thorough analysis regarding the comparison of those two indices will be presented in 

the empirical part of the essay. 
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Chapter 4: Data Summary, Methodology and Analysis 

 

 

4.1. Introduction 
 

In this chapter, the performance of Greece will be examined in comparison with USA, 

Europe, Balkans and Black Sea-10 in terms of Economic Freedom according to the two 

most prevalent indices of economic freedom, the Heritage Foundation index and the 

Fraser’s Institute one. The results of Greece’s performance will be analyzed using these 

two indices as indicators and subsequently, there will be a comparison between the 

results of these two indices for the period between 2001 and 2014. Finally, there will 

also be a comparison in terms of each sector of these two indices for the year 2014 since 

it is the last year published by the EFW index. Finally, at the end of the first half of this 

chapter, it will be presented an analysis of Greece’s performance in each area of the 

EFW index for the period between 1970 and 2014. Afterwards, in the second half of 

this chapter, the economic development of Greece will be analyzed and compared with 

the aforementioned regions for the span between 2001 and 2015 using as indicators the 

real GDP growth rate in order to examine the development that Greece has presented 

through those years in comparison to all those countries but also GDP per capita in PPP 

indicator will be used in order to compare the actual living standards that those nations 

have achieved. Finally, a correlation between economic freedom and economic growth 

will be presented based on statistical results from Gwartney, Lawson and Hall (2015) 

while also an econometrical analysis regarding the relationship between economic 

growth and economic freedom, will be presented for the case of Greece 
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4.2 Economic Freedom comparison among countries with the Heritage 

Foundation Index 

 

Table 1 

 

Performance of Greece between the years 2001 and 2016 in terms of Economic 

Freedom in comparison to Europe, the USA, Black Sea and Balkans according to 

the Heritage Foundation Index 

 
World 

av. 

ΕU-28 

av. 

USA BS-10 

av. 

BAL-

12 av. 

Greece 

2001 59,2 66,2 79,1 55,4 54,1 63,4 

2002 59,2 66,7 78,4 55,1 52,6 59,1 

2003 59,6 66,8 78,2 56 52,8 58,8 

2004 59,6 67,1 78,7 56,7 55,1 59,1 

2005 59,6 66,3 79,9 57 55,6 59 

2006 59,9 67,8 81,2 59,3 58,8 60,1 

2007 60,1 68 81,2 59,5 58,8 58,7 

2008 60,2 68,7 81 59,9 59,6 60,6 

2009 59,5 68,8 80,7 60,2 59,7 60,8 

2010 59,4 69 78 60,2 61,6 62,7 

2011 59,7 69,1 77,8 60,6 62 60,3 

2012 59,5 68,1 76,3 59,5 61,4 55,4 

2013 59,6 68,7 76 60,3 61,6 55,4 

2014 60,3 68,8 75,5 61,3 62,4 55,7 

2015 60,4 69 76,2 62,2 62,2 54 

2016 60,7 76,4 75,4 60,1 61,9 53,2 

Source: http://www.heritage.org/ 
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Table 2 

 

Economic Freedom performance of Greece in the Black Sea Region between the 

years 2001-2016 

  

 
Arm

enia 

Azerb

aijan 

Bulg

aria 

Geo

rgia 

Gre

ece 

Mol

dova 

Rom

ania 

Rus

sia 

Tur

key 

Ukr

aine 

BS-

10 

av. 

2001 66,4 50,3 51,9 58,3 63,4 54,9 50 49,8 60,6 48,5 55,4 

2002 68 53,3 57,1 56,7 59,1 57,4 48,7 48,7 54,2 48,2 55,1 

2003 67,3 54,1 57 58,6 58,8 60 50,6 50,8 51,9 51,1 56 

2004 70,3 53,4 59,2 58,9 59,1 57,1 50 52,8 52,8 53,7 56,7 

2005 69,8 54,4 62,3 57,1 59 57,4 52,1 51,3 50,6 55,8 57 

2006 70,6 53,2 64,1 64,5 60,1 58 58,2 52,4 57 54,4 59,3 

2007 68,6 54,6 62,7 69,3 58,7 58,7 61,2 52,2 57,4 51,5 59,5 

2008 69,9 55,3 63,7 69,2 60,6 57,9 61,7 49,8 59,9 51 59,9 

2009 69,9 58 64,6 69,8 60,8 54,9 63,2 50,8 61,6 48,8 60,2 

2010 69,2 58,8 62,3 70,4 62,7 53,7 64,2 50,3 63,8 46,4 60,2 

2011 69,7 59,7 64,9 70,4 60,3 55,7 64,7 50,5 64,2 45,8 60,6 

2012 68,8 58,9 64,7 69,4 55,4 54,4 64,4 50,5 62,5 46,1 59,5 

2013 69,4 59,7 65 72,2 55,4 55,5 65,1 51,1 62,9 46,3 60,3 

2014 68,9 61,3 65,7 72,6 55,7 57,3 65,5 51,9 64,9 49,3 61,3 

2015 67,1 61 66,8 73 54 57,5 66,6 52,1 63,2 46,9 60,8 

2016 67 60,2 65,9 72,6 53,2 57,4 65,6 50,6 62,1 46,8 60,1 

  

Source: http://www.heritage.org 
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Table 3 

Economic Freedom performance of Greece in Balkans between the years 2001 and 2016 

 

 
Alba

nia 

Bo

s.-

He

r. 

Bulga

ria 

Croa

tia 

FYR

OM 

Gre

ece 

Mold

ova 

Monten

egro 

Roma

nia 

Ser

bia 

Slove

nia 

Tur

key 

BA

L-

12 

av. 

2001 56,6 36,

6 

51,9 50,7 - 63,4 54,9 - 50 - 61,8 60,6 54,

1 

2002 56,8 37,

4 

57,1 51,1 58 59,1 57,4 46,6 48,7 46,6 57,8 54,2 52,

6 

2003 56,8 40,

6 

57 53,3 60,1 58,8 60 43,5 50,6 43,5 57,7 51,9 52,

8 

2004 58,5 44,

7 

59,2 53,1 56,8 59,1 57,1 - 50 - 59,2 52,8 55,

1 

2005 57,8 48,

8 

62,3 51,9 56,1 59 57,4 - 52,1 - 59,6 50,6 55,

6 

2006 60,3 55,

6 

64,1 53,6 59,2 60,1 58 - 58,2 - 61,9 57 58,

8 

2007 61,4 54,

4 

62,7 53,4 60,6 58,7 58,7 - 61,2 - 59,6 57,4 58,

8 

2008 62,4 53,

9 

63,7 54,1 61,1 60,6 57,9 - 61,7 - 60,2 59,9 59,

6 

2009 63,7 53,

1 

64,6 55,1 61,2 60,8 54,9 58,2 63,2 56,6 62,9 61,6 59,

7 

2010 66 56,

2 

62,3 59,2 65,7 62,7 53,7 63,6 64,2 56,9 64,7 63,8 61,

6 

2011 64 57,

5 

64,9 61,1 66 60,3 55,7 62,5 64,7 58 64,6 64,2 62 

2012 65,1 57,

3 

64,7 60,9 68,5 55,4 54,4 62,5 64,4 58 62,9 62,5 61,

4 

2013 65,2 57,

3 

65 61,3 68,2 55,4 55,5 62,6 65,1 58,6 61,7 62,9 61,

6 

2014 66,9 58,

4 

65,7 60,4 68,6 55,7 57,3 63,6 65,5 59,4 62,7 64,9 62,

4 

2015 65,7 59 66,8 61,5 67,1 54 57,5 64,7 66,6 60 60,3 63,2 62,

2 

2016 65,9 58,

6 

65,9 59,1 67,5 53,2 57,4 64,9 65,6 62,1 60,6 62,1 61,

9 

Source: http://www.heritage.org 
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Table 4 

Economic Freedom in each of the 10 pillars of the Heritage Foundation Index in 

2014 

2016 Overa

ll 

score 

Busine

ss 

Freed 

Trad

e 

Free

d. 

Fisc

al 

Free

d. 

Gov. 

Spen

d. 

Moneta

ry 

Freed. 

Inves

t. 

Free

d. 

Financi

al 

Freed. 

Proper

ty 

rights 

Fdm. 

from 

corrupti

on 

Labo

r 

Free

d. 

Albani

a 

65,9 67,6 87,6 87,8 75 81,7 70 70 35 33 51,5 

Boz. -

Her. 

58,6 54,6 87 83,9 33,1 84,3 65 60 20 39 59,4 

Bulgar

ia 

65,9 66,9 88 91,1 60,4 82,6 65 60 30 43 71,6 

Croati

a 

59,1 60,3 87,4 70,8 33,7 78,7 75 60 35 48 42,4 

FYRO

M 

67,5 76,4 86,4 92,1 69,6 83,5 60 60 35 45 66,7 

Greece 53,2 73,3 83 64,2 0 77,8 60 50 40 40 51,6 

Kosovo 61,4 69,3 70,8 93,6 76,8 78,9 65 30 30 33 66,3 

Moldo

va 

57,4 64,6 73,6 85,4 55,6 76 55 50 40 35 39,3 

Monte

n. 

64,9 76,6 84,8 91,6 39,8 82,6 70 50 40 42 72 

Roman

ia 

65,6 66,1 88 87,5 65,6 81,1 75 50 35 43 65,1 

Serbia 62,1 60,2 77,8 84,3 44,1 77,5 70 50 50 41 66,2 

Sloveni

a 

60,6 82 88 58,6 0 84,3 70 50 60 58 55,4 

Turkey 62,1 65,4 84,4 75,2 55,6 71,5 75 60 40 45 48,6 

BS-10 

av. 

60,1 70 82,5 82,4 53,7 74,9 59,5 51 31 37,7 59,5 

BAL-

12 av. 

61,9 67,9 83,6 82 46,9 80 67,3 53,8 37,7 41,9 58,2 

EU-28 

av. 

76,4 86 88 64,9 39 76,4 90 80 90 78 71,8 

USA 75,4 84,7 87 65,6 54,7 77 70 70 80 74 77 

 

Source: http://www.heritage.org/ 
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4.2.1 Analysis of the overall performance of Greece in comparison to USA, Europe, 

Balkans and Black Sea according to the Heritage Foundation Index 

 

In this part of the essay, it will be examined the progress of Greece through time in 

terms of Economic Freedom according to the quantitative data provided by the Heritage 

Foundation Institute for Economic Freedom  

To begin with, according to that index of Economic Freedom (IEF), comparing Greece 

with the rest of the countries in the region of Black Sea-102 and Balkans-123, Greece in 

2001 had the best performance of economic freedom in the Balkan region and the 

second best after Armenia in the Black Sea-10 region with a score of 63,4 which was 

equivalent to the European Union’s (EU) average. However, there was a decline in the 

following years from 2002 to 2010 and Greece’s performance fluctuated having a 

performance score in IEF which was between 58,8 and 62.7 during this period. Even if 

Greece did not perform so well through those years, Greece was still above the Balkan’s 

and Black Sea’s-10 region average rating except for the year 2007, where Greece was 

slightly below the average both of Balkan and Black sea. However, even if the country’s 

performance in that period was mediocre compared to the Balkans and the Black Sea, 

on the other hand, compared to EU’s standards, the country’s performance was 

considered to be very poor even in that period. In more detail, after a decline of almost 

5 points in the economic freedom index from 2001 to 2007, from 2007, there was an 

upward trend which reached a peak in 2010 with a score of 62,7. Subsequently, in 2011, 

there was a decrease of 2,4 points in the index of economic freedom. After that year, 

the things deteriorated even more, and the performance of Greece in 2012 experienced 

a very sharp decrease of almost 5 points according to the index of Economic Freedom 

of the Heritage Foundation. After that, Greece’s performance exacerbated more and 

reached a score of 53.2 in 2016 which is significantly lower than both Balkans’ and 

Black Sea’s-10 region performance.  

                                                           
2 The 10 countries of the above index are considered as the Black Sea countries 
3 The 12 countries of the above index are considered as the Balkan countries (Kosovo is not incuded 
due to the lack of data 
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In 2016, Greece was ranked in the 138th place out of 178 participating in the index 

countries when the country’s position had experienced a deterioration equivalent to 

eight positions than Greece’s rank in 2015. Specifically, in 2016, Greece was evaluated 

as the worst performere in Balkans and the second worst performer in the Black Sea-

10 region after Russia. Moreover, Greece’s performance is dramatically lower than 

EU’s average and USA’s average, namely, approximately 23 points lower than both of 

them.  

It is remarkable that through these years, Greece started with a performance that was 

equivalent to the EU’s average in 2001 when in that period EU’s average was much 

lower than USA’s one (almost 12 points lower), and even if most of the European 

countries had outstanding performances, increasing economic freedom by 13 points on 

average from 2001 to 2016 and managing to finally reach the USA’s standards, Greece, 

on the other hand, not only did not have any increase but in contrast to the most 

European countries, Greece had a decline of 10 points.  

Therefore, according to the Heritage Foundation Index, Greece from a moderately free 

economy in 2001, turned into a mostly unfree economy in 2016 and nowadays, the 

country is on the verge of becoming a repressed economy if more deterioration occurs 

in the next years. 

In conclusion, in summary, according to the Heritage Foundation Index results, Greece 

had a good performance in 2001, in terms of economic freedom, which was equivalent 

to the EU’s standards and much higher than Balkans’ and Black Sea’s 10 average but 

the decline until 2016 was so huge that the country was ranked as the second worst 

performer in the Black Sea and the worst performer in Balkans when at the same time, 

in our days the discrepancy from EU’s and USA’s standards is enormous.  

 

4.2.2 Analysis of the performance of Greece in each sector of the Heritage Foundation 

Index in comparison to USA, Europe, Balkans and Black Sea in 2016 

 

Regarding the performance of Greece in 2016, in each variable of the index of 

Economic Freedom of the Heritage Foundation, it is obvious that Greece has serious 

issues with respect to “Corruption” as well as there are problems in the sectors of 
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“Property Rights”, “Financial Freedom” and “Labor Freedom”. However, even if the 

performance of Greece in these sectors is much lower than the EU’s and USA’s 

standards, the country has an almost equivalent score with the Balkans’ and Black 

Sea’s-10 countries average. In more detail, in Financial Freedom sector, Greece’s 

performance is slightly below Balkans’ and Black Sea’s-10 average when in the sector 

of the Labor Freedom, this slight discrepancy from Balkans’s and Black Sea’s average 

performance, becomes a little larger. However, with regard to Property Rights, it is 

noteworthy that even if Greece actually performs very poorly in that area and as 

expected, the country’s score is far below the EU’s and the USA’s standards, the 

country still has better performance than both Balkans’ and Black Sea’s 10 average. 

Furthermore, as far as the sectors of “Commercial Freedom” and “Business Freedom” 

are concerned, Greece’s performance is better in those sectors. However, even if the 

country is at the same levels with Balkans’ and Black Sea’s-10 average, there is a 

discrepancy from Europe’s and USA’s standards. Specifically, in the “Business 

Freedom” sector, the country with a score of 73 performs slightly better than both 

Balkans’ and Black Sea’10 average but considerably lower than EU’s and USA’s 

average which have a score of 86 and 84 respectively. In addition to that, in 

“Commercial Freedom” sector, Greece is on the exact same levels with Balkans’ and 

Black Sea’s-10 average with a score of 83. However, the performance of the country is 

lower than the EU’s and the USA’s standards but the discrepancy is not so high since 

it is just 5 points from EU’s standards and 4 points from the USA’s ones. 

On the other hand, in the sector of “Monetary Freedom”, Greece’s performance in terms 

of economic freedom is considered to be good since the country is above Black Sea’s-

10 average and reaches and even slightly surpasses the levels of Europe and the USA’s 

ones. However, even if Greece performs quite well in this sector, Balkan countries 

perform even better and therefore, Greece is slightly below the Balkans’ average.  

With regard to “Fiscal Freedom”, Greece is in about the same levels with EU’s and the 

USA’s standards but considerably lower than the Balkan and Black Sea-10 countries 

average, which perform exceptionally well in that sector.  

What’s more, concerning the “Investment Freedom sector”, Greece’s performance is 

equal to the Black Sea’s average one but lower than the average performance of 

Balkans. The discrepancy increases even more, comparing the performance of Greece 
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with EU’s average and the largest variance takes place when comparing the 

performance of Greece to USA’s one which has a performance equal to 30 points higher 

than Greece in that sector of economic freedom according to the Heritage Foundation 

Index. 

Finally, in terms of “Government Spending” sector of the Index of Economic Freedom, 

Greece has experienced a dramatic change, since the score of the country has dropped 

to zero. This is no surprise since the country had to implement some very onerous 

measures, a thing that was a prerequisite in order to get the next installment from the 

International Monetary Fund so there was no way in order to prevent that large 

expansion of the government sector that happen mainly through the very high taxation 

recession policies. 

In conclusion, as it is obvious by the sectoral analysis, Greece’s economic freedom is 

quite competitive in most sectors with the Balkans and Black Sea’s average one and 

even to USA’s and European’s one in a few sectors such as the “Fiscal Freedom” and 

“Monetary Freedom” ones. However, according to the Heritage Foundation results, the 

overall score of Greece is much lower than Balkans’ and Black Sea’s-10 average as it 

was concluded in 4.2.1 chapter. This can be easily explained by this sectoral analysis 

since Greece due to the austerity measures that the country had to implement, regarding 

the government size (which will be explained in 4.2.3 chapter and in 4.3.2.1 chapter) 

had as a result the country’s government expenditures to be estimated to be higher than 

the 50% of the country’s GDP and this, in turn, had as a consequence the country to be 

ranked with a score of zero in this sector, which affected tremendously Greece’s overall 

score (almost 6 points lower than if Greece had in that sector an equivalent score like 

the average score of Greece in the other 9 sectors)4. 

 

                                                           
4 Author’s calculations with the following formula:(53,2/9)*10 
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4.2.3 The facts that deteriorated Greece’s situation until 2016 in terms of economic 

freedom according to the Heritage Foundation Index 

 

At this point of the essay, it would be useful to see analytically sector by sector, the 

facts that actually deteriorated Greece’s performance in 2016, in terms of economic 

freedom in each one of them according to the Heritage Foundation Index. 

Firstly, with regard to the Government magnitude and therefore the sectors of Fiscal 

Freedom and Government Expenditures, the taxes for the top income of individuals 

have been raised to 42% and the taxes for the top corporate tax rate are 26% when the 

overall tax liabilities are equivalent to 33,5% of country’s GDP. The government’s 

expenditures are so high which are estimated to be over fifty percent of the country’s 

GDP, something that has as a concequence, Greece to hold a score which is equivalent 

to zero in that area. Except for that, the fiscal steadiness of Greece is completely 

dependent on the lenders and at the same time, the dimensions of the country’s fiscal 

debt are very high since the latter surpasses by far the country’s GDP. 

Moreover, as far as the regulations regarding the Labor Freedom, Monetary Freedom 

and Freedom of Business are concerned, there are many regulations in the market 

preventing the flexible contracts between employers and employees such as the 

constraints on the hours of work. In addition to that, the procedures regarding the 

licenses for starting a business in Greece requires too much time due to the ineffective 

bureaucratic procedures of the country. However, with regard to monetary stability, 

even if the country had a small deterioration in its score from 2015, Greece’s 

performance is still considered decent enough. 

With regard to Commercial Freedom, Greece has a good performance as the country 

follows the European laws and therefore there is only one percent tariff rate for 

European countries. However, as far as the financial system is concerned, the latter is 

unstable and therefore insufficient, something that is the result of the economic crisis 

in the country that have led to onerous financial measures such as the capital controls 

and the prohibition on the transfer of currency overseas. Finally, even if Greece makes 
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endeavors to promote investments, “Investment Freedom” area is undermined to a 

certain degree by corruption and favoritism, things that also distort competition. 

In overall, the existence of corruption in combination with favoritism are main 

characteristics of Greece’s economic and political system for many years. Moreover, 

procedures are very slow and fair decisions regarding the promotion of every company 

are not usually taken, since the bureaucrats are highly corrupted and they prefer to 

promote mainly the individuals that have bribed them.  Moreover, evasion of tax is a 

phenomenon that perpetuates through the years, a thing that has a very adverse 

repercussion on the collective social benefit. In addition to that, even if the judiciary is 

independent theoretically, there are very high delays in order justice to be served. 

Except for that, the judiciary in Greece, despite the fact that it is an independent body, 

thing that promotes impartiality, in reality, this does not happen since there is high 

dependence on political forces as well as corruption, things that change the impartiality 

of the results. Finally, all of those, have as a logical subsequent, the property rights not 

to be preserved properly by a system with all of those characteristics, characteristics 

that render the rule of law quite insufficient. 
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4.3 Economic Freedom comparison between countries with the Fraser 

Institute’s Index and comparison with the Heritage Foundation Index 

 

Table 5 

Economic Freedom by Fraser Institute-EFW for Black Sea countries 

Countr

ies 

Armeni

a 

Azerbai

jan 

Bulgari

a 

Georgi

a 

Greece Moldov

a 

Roman

ia 

Russia Turkey Ukrain

e 

2001 
  

5,88 
 

6,81 
 

5,24 5,14 5,28 4,69 

Rank 
  

(93) 
 

(49) 
 

(111) (113) (110) (118) 

2002 
  

6,49 
 

7,01 
 

5,92 5,76 5,58 5,39 

Rank 
  

(70) 
 

(49) 
 

(96) (103) (109) (112) 

2003 
  

6,85 7,11 7,32 
 

6,36 5,99 6,14 5,36 

Rank 
  

(63) (47) (38) 
 

(79) (100) (92) (117) 

2004 7,36 6,24 6,81 6,96 7,26 
 

6,4 6,27 6,29 5,52 

Rank (38) (88) (66) (58) (43) 
 

(80) (86) (84) (118) 

2005 7,31 6,05 6,95 7,42 7,38 6,77 7,22 6,24 6,43 5,81 

Rank (47) (105) (67) (36) (41) (75) (51) (100) (90) (124) 

2006 7,46 6,12 7,1 7,59 7,29 6,78 6,94 6,33 6,45 5,94 

Rank (37) (111) (61) (24) (49) (79) (72) (100) (93) (120) 

2007 7,43 6,13 7,11 7,45 7,34 6,82 7,48 6,44 6,59 5,9 

Rank (43) (116) (64) (40) (50) (76) (38) (94) (89) (123) 

2008 7,6 6,17 7,18 7,57 7,12 6,95 7,16 6,51 6,92 5,87 

Rank (22) (107) (55) (25) (60) (68) (58) (93) (69) (123) 

2009 7,56 6,08 7,33 7,4 6,98 6,7 7,33 6,44 6,88 5,93 

Rank (21) (114) (40) (33) (65) (86) (40) (96) (75) (119) 

2010 7,55 6,01 7,32 7,48 6,8 6,61 7,29 6,55 6,88 5,94 

Rank (23) (130) (42) (28) (82) (96) (47) (98) (80) (132) 

2011 7,71 6,19 7,38 7,62 6,68 6,72 7,33 6,58 7,07 6,19 

Rank (15) (127) (39) (22) (93) (91) (44) (100) (70) (127) 

2012 7,75 6,36 7,38 7,78 6,66 6,67 7,41 6,65 7,03 6,29 

Rank (15) (117) (38) (14) (92) (91) (33) (94) (71) (122) 

2013 7,7 6,34 7,35 7,87 6,88 6,64 7,54 6,67 6,86 6,17 

Rank (15) (123) (40) (11) (84) (100) (24) (98) (87) (127) 

2014 7,71 6,55 7,39 7,98 6,93 6,72 7,66 6,66 6,86 6 

Rank (18) (107) (45) (5) (86) (99) (22) (102) (90) (135) 

 

Source: http://www.freetheworld.com/ 
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4.3.1 Economic Freedom analysis between countries with the Fraser Institute’s Index 

and comparison between the two most prevalent indices upon their results 

 

After having examined the index of Economic Freedom which is published by the 

Heritage Foundation, it would be useful to examine the Index of Economic Freedom 

which is issued by the Fraser Institute since both of those indices are used in academic 

researches as already mentioned and the results of each one are not exactly the same as 

have been concluded in chapter three of the essay, so a quantitative  analysis and 

comparison of both of them would create a better perspective upon the matter. 

To begin with, the results of EFW’s index seem to have differences in comparison to 

the results of the Heritage Foundation index that have already been analyzed. Firstly, 

Greece’s position in 2014 according to that index is 86th out of 159 countries, whereas 

in the Heritage Foundation Index, Greece had a rank of 119th out of 178 countries. Even 

if there are 19 more countries assessed in the index of the Heritage Foundation so a 

better position may be harder to be acquired than in the Fraser Institute’s Index, we can 

still safely assume that the Fraser Institute’s index assesses Greece’s economic Freedom 

higher than the Heritage Foundation one.  

In more detail, in 2001, Economic Freedom of the World assesses Greece first among 

the Black Sea countries but second in Balkans with a small discrepancy from the first 

score which belongs to Slovenia. In contrast to that, the Heritage Foundation Index 

assesses Greece first in 2001 both in Black Sea and Balkans. Except for that, Greece’s 

performance from 2001 to 2007 has a significant reduction according to the Heritage 

Foundation Index, whereas according to the Economic Freedom of the World (EFW), 

Greece presented an increase in its economic freedom levels, in that period, which 

reaches a peak in 2007. 

 However, the position of Greece in comparison to the other countries, does not reach 

a peak in 2007, where Greece has its highest score but in 2003. This contradictory can 

be easily explained by the fact that even if Greece actually improved its standards in 

terms of Economic Freedom, the other assessed countries had a greater improvement.  

Furthermore, from 2008 to 2010 according to the Heritage Foundation Index, there was 

an increase in the levels of economic freedom of Greece, whereas the EFW index 
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indicates the opposite results. Moreover, the results between the two indices display a 

significant discrepancy for the period between 2010 and 2014. Particularly, the index 

of economic freedom by Fraser Institute indicates a small increase in that span whereas, 

the Heritage Foundation index illustrates a significant decrease. In addition, regarding 

Balkans and the Black Sea, Greece, in 2014, according to the Heritage Foundation 

index, is placed in the last position in comparison to the Balkan region and in the third 

worst position in comparison to the Black Sea-10 countries. 

The results of EFW for 2014 present considerable difference since it ranks Greece in 

the 5th position out of the ten countries of the Black Sea and in the 7th position among 

the twelve Balkan countries5. Finally, regarding the comparison between Greece and 

USA, Greece according to the Heritage Foundation Index seems to have an enormous 

discrepancy from the USA’s standards of economic freedom but according to the Fraser 

Institute’s index of economic freedom, that variance is not that large. However, in both 

indices, USA’s performance in all those years between 2001 and 2014 is significantly 

ahead of Greece’s one.  

In conclusion, most researchers consider the EFW index to be more reliable. However, 

both of them, despite the apparent variations in the results between the two indices, are 

considered to be credible. This happens because the data for economic freedom cannot 

be impartial for every sector since some of them are very hard to be found and except 

for that, there is not an objective weighting scheme for each variable of the index as 

have already been seen in chapter 3. Therefore, taking into account the above 

arguments, both of the indices are considered to be credible even if there is a variance 

between their results. 

 

 

 

 

 

 

                                                           
5 Kososo is not included  



41 | P a g e  
 

Table 6 

Economic Freedom from Fraser Institute in Balkans between 2001 and 2014 

Countries Alba

nia 

Bosnia 

and 

Herzeg

ovina 

Bulg

aria 

Cro

atia 

Maced

onia 

Gre

ece 

Mold

ova 

Monten

egro 

Rom

ania 

Ser

bia 

Slove

nia 

Tur

key 

2001 6,33 
 

5,88 5,97 
 

6,81 
  

5,24 
 

6,94 5,28 

Rank (73) 
 

(93) (86) 
 

(49) 
  

(111) 
 

(47) (110

) 

2002 6,79 
 

6,49 6,24 
 

7,01 
  

5,92 
 

6,85 5,58 

Rank (59) 
 

(70) (79) 
 

(49) 
  

(96) 
 

(56) (109

) 

2003 7,39 
 

6,85 6,3 6,16 7,32 
  

6,36 
 

6,91 6,14 

Rank (35) 
 

(63) (82) (89) (38) 
  

(79) 
 

(62) (92) 

2004 6,99 
 

6,81 6,36 6,09 7,26 
  

6,4 
 

6,92 6,29 

Rank (56) 
 

(66) (81) (93) (43) 
  

(80) 
 

(61) (84) 

2005 6,98 6,2 6,95 6,49 6,43 7,38 6,77 6,37 7,22 5,96 6,95 6,43 

Rank (66) (101) (67) (85) (90) (41) (75) (96) (51) (11

4) 

(67) (90) 

2006 7,16 6,52 7,1 6,56 6,63 7,29 6,78 7,1 6,94 6,41 7,03 6,45 

Rank (56) (90) (61) (85) (82) (49) (79) (61) (72) (98) (65) (93) 

2007 7,23 6,66 7,11 6,62 6,75 7,34 6,82 7,04 7,48 6,78 7 6,59 

Rank (54) (87) (64) (88) (82) (50) (76) (67) (38) (80) (68) (89) 

2008 7,24 6,6 7,18 6,74 6,85 7,12 6,95 7,25 7,16 6,56 7,06 6,92 

Rank (50) (86) (55) (81) (72) (60) (68) (48) (58) (89) (64) (69) 

2009 7,32 6,6 7,33 6,79 6,91 6,98 6,7 7,22 7,33 6,59 7,07 6,88 

Rank (42) (88) (40) (80) (72) (65) (86) (49) (40) (91) (60) (75) 

2010 7,37 6,66 7,32 6,68 6,91 6,8 6,61 7,33 7,29 6,55 6,56 6,88 

Rank (37) (90) (42) (89) (78) (82) (96) (40) (47) (98) (97) (80) 

2011 7,25 6,73 7,38 6,91 7,09 6,68 6,72 7,13 7,33 6,73 6,57 7,07 

Rank (51) (89) (39) (80) (68) (93) (91) (64) (44) (89) (104) (70) 

2012 7,21 6,83 7,38 6,94 7,21 6,66 6,67 7,24 7,41 6,65 6,56 7,03 

Rank (58) (84) (38) (76) (58) (92) (91) (54) (33) (94) (104) -71 

2013 7,27 7 7,35 6,89 7,17 6,88 6,64 7,12 7,54 6,65 6,42 6,86 

Rank (48) (77) (40) (83) (63) (84) (100) (70) (24) (99) (115) (87) 

2014 7,4 6,85 7,39 7 7,22 6,93 6,72 7,27 7,66 6,68 6,73 6,86 

Rank (42) (91) (45) (81) (65) (86) (99) (59) (22) (10

1) 

(97) (90) 

 

http://www.freetheworld.com/ 
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Table 7 

 

Economic Freedom from Fraser Institute in USA and Greece between 2001 and 

2014 

 

Countries United 

States 

Greece 

2001 8,44 6,81 

Rank (3) (49) 

2002 8,39 7,01 

Rank (5) (49) 

2003 8,42 7,32 

Rank (5) (38) 

2004 8,42 7,26 

Rank (5) (43) 

2005 8,22 7,38 

Rank (6) (41) 

2006 8,13 7,29 

Rank (5) (49) 

2007 8,23 7,34 

Rank (5) (50) 

2008 8,11 7,12 

Rank (5) (60) 

2009 7,9 6,98 

Rank (9) (65) 

2010 7,76 6,8 

Rank (12) (82) 

2011 7,7 6,68 

Rank (16) (93) 

2012 7,82 6,66 

Rank (13) (92) 

2013 7,68 6,88 

Rank (16) (84) 

2014 7,75 6,93 

Rank (16) (86) 

 

http://www.freetheworld.com/ 
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Table 8 

 

Economic Freedom Sectors by Fraser Institute in each of the 5 sectors in 2014 

 

Year 

2014 

Countries Economic 

Freedom 

Summary  

Size of 

Government 

Legal 

System 

& 

Property 

Rights 

Sound 

Money 

Freedom to 

trade 

internationally 

Regulation 

 
Albania 7,40 7,54 4,80 9,63 8,07 6,96 

 
Armenia 7,71 7,73 5,56 9,36 8,38 7,49 

 
Azerbaijan 6,55 5,19 5,95 7,45 7,07 7,08 

 
Bosnia and 

Herzegovina 

6,85 5,39 4,98 8,53 7,74 7,61 

 
Bulgaria 7,39 7,00 5,05 9,24 8,02 7,64 

 
Croatia 7,00 4,73 5,76 9,30 7,90 7,31 

 
Georgia 7,98 7,83 6,61 9,11 8,45 7,90 

 
Greece 6,93 4,66 5,91 9,70 7,94 6,44 

 
Macedonia 7,22 6,28 5,68 8,32 7,74 8,10 

 
Moldova 6,72 6,47 5,01 7,83 7,25 7,05 

 
Montenegro 7,27 6,51 5,49 8,58 8,25 7,50 

 
Romania 7,66 6,78 5,97 9,43 8,36 7,74 

 
Russia 6,66 6,49 5,38 8,95 5,84 6,64 

 
Serbia 6,68 6,82 4,83 7,73 7,52 6,52 

 
Slovenia 6,73 4,41 6,27 8,52 7,93 6,51 

 
Turkey 6,86 6,61 5,00 9,03 7,18 6,50 

 
Ukraine 6,00 6,52 4,86 5,93 6,02 6,69 

 
United 

States 

7,75 6,41 7,10 9,42 7,56 8,28 

 

Source: http://www.freetheworld.com/ 
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Table 9 

Each one of the 10 sectors of Economic Freedom Index according to the Heritage 

Foundation in 2014 

 

County  year over

all 

scor

e 

prope

rty 

rights 

freedo

m from 

corrup

tion 

fiscal 

freed

om 

govern

ment 

spendin

g 

busin

ess 

freed

om 

labor 

freed

om 

monet

ary 

freedo

m 

trade 

freed

om 

invest

ment 

freedo

m 

finan

cial 

freed

om 

Albania 2014 66.9 30.0 30.4 92.7 75.6 78.1 49.7 80.0 87.5 75.0 70.0 

Armeni

a 

2014 68.9 30.0 26.7 86.5 81.3 83.1 78.5 77.0 85.5 70.0 70.0 

Azerbai

jan 

2014 61.3 20.0 22.7 88.1 64.8 73.5 77.9 78.8 77.2 60.0 50.0 

Bosnia 

and 

Herzeg 

2014 58.4 20.0 33.9 82.9 27.4 55.5 62.4 80.1 86.9 75.0 60.0 

Bulgari

a 

2014 65.7 30.0 35.2 91.2 64.5 73.5 80.2 79.6 87.8 55.0 60.0 

Croatia 2014 60.4 40.0 41.1 69.4 45.8 61.4 39.4 79.2 87.4 80.0 60.0 

Georgia 2014 72.6 40.0 42.8 87.3 69.7 87.8 91.2 78.4 88.6 80.0 60.0 

Greece 2014 55.7 40.0 33.2 65.9 19.2 75.8 53.9 76.3 82.8 60.0 50.0 

Macedo

nia 

2014 68.6 35.0 39.6 91.4 70.7 81.0 78.8 83.5 85.9 60.0 60.0 

Moldov

a 

2014 57.3 40.0 29.5 85.8 54.4 70.1 37.9 75.0 80.1 50.0 50.0 

Monten

egro 

2014 63.6 40.0 37.8 92.5 42.6 77.6 68.6 78.6 83.1 65.0 50.0 

Romani

a 

2014 65.5 40.0 37.7 87.0 59.2 71.0 65.2 77.1 87.8 80.0 50.0 

Russia 2014 51.9 25.0 22.1 85.6 61.5 70.0 55.8 69.4 74.6 25.0 30. 

Serbia 2014 59.4 40.0 34.0 83.1 38.6 59.3 70.1 66.9 77.0 75.0 50.0 

Slovenia 2014 62.7 60.0 61.0 58.9 22.6 85.4 51.0 80.3 87.8 70.0 50.0 

Turkey 2014 64.9 50.0 44.0 77.5 63.5 67.6 59.7 71.8 84.5 70.0 60.0 

Ukraine 2014 49.3 30.0 21.9 79.1 37.5 59.8 49.8 78.7 86.2 20.0 30.0 

United 

States 

2014 75.5 80.0 72.0 65.8 48.1 89.2 97.2 75.4 86.8 70.0 70.0 

 

Source: http://www.heritage.org/ 
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4.3.2 Economic Freedom comparison among the sectors of the two indices in 2014 

 

In this part of the essay, in order to be understood better the two indices differences but 

also the performance of Greece in terms of economic freedom, there will be a 

comparison of the performance of Greece in every sector from both Fraser Institute’s 

Index of economic freedom and the Heritage Foundation one in the year 2014 since it 

is the most recent year that has been published by the Fraser Institute.  

To begin with, with regard to the Size of Government sector which is covered by the 

areas of “Fiscal Freedom” and “Government Spending” of the Heritage Foundation 

Index, according to both indices, Greece is far behind the USA’s performance in that 

sector but also holds the worst performance in comparison to Balkans and Black Sea 

countries since Greece implements very high taxation (overall tax burden is estimated 

to be 32% of the GDP of the country)6 while also high transfers and subsidies (22,98% 

of GDP) increase the government engagement in the markets even more.7 Therefore, 

due to the fact of that excessive government interference in the markets, Greece is 

ranked in the worst place in that sector in both indices in 20148. 

Furthermore, with regard to the “Legal System and Property Rights” sector of the Fraser 

Institute Index which is partially similar to the “Property Rights” sector from the 

Heritage Foundation Index, Greece’s performance in comparison to the countries in the 

Black Sea and Balkans according to the Fraser’s Institute Index is not bad since only 

four of the total sixteen countries perform better than Greece. However, this does not 

mean that the performance of Greece is good but mainly that the Black Sea and Balkan 

countries average performance is pretty low so Greece seems to be good among them. 

This thing can also be confirmed by the fact that USA’s performance is considerably 

higher than Greece’s one.  

Moreover, the results in the sector of the property rights of the Heritage Foundation 

Index are not that different from the EFW’S results since only Slovenia and Turkey 

                                                           
6 According to the Heritage Foundation, 2014 Annual Report 
7 Data from the appendix 
8 The Heritage estimation became by estimating both fiscal freedom and government spending by 
using the following calculation  (19.2+65.9)/20=4,22/10 in order to be equivalent to the Fraser’s 
Institute scale 
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perform better than Greece. However, six countries of the sixteen are on the exact same 

level with Greece according to the Heritage Foundation Index. Both indices, agree that 

Greece’s main problems in terms of that sector are the scarce of impartiality in the 

courts as well as the problems in the legal implementation of conventions.  

With regard to the Sound of Money sector of the EFW which is similar to the Monetary 

Freedom pillar of the Heritage Foundation Index, according to the Fraser Institute, 

Greece has the best performance in both Balkan and Black Sea-10 regions and also 

even better than the  USA’s standards since Greece follows the EU policies regarding 

the inflation. However, the counterpart sector of the Heritage Foundation Index, “the 

Monetary Freedom pillar” assesses Greece’s performance much lower than the Fraser 

Institute Index, even if the purpose of both of these variables of either index is to 

evaluate the inflation. The explanation for that discrepancy comes from the 

methodology that is used from the two indices. In more detail, the Heritage Foundation 

Index gives high weight in the price controls in its methodology so a market with low 

inflation which is forced by price controls is ranked much lower than a market which 

has adjusted its inflation rates without government’s interventions. In addition to that, 

the Heritage Foundation index measures the inflation for a different time period than 

the EFW’s index which also causes variances with regard to the results of the two 

indices. 

Moreover, as far as the “Freedom to Trade Internationally” sector of the EFW is 

concerned which is similar to the “Freedom of Commercial” sector of the Heritage 

Foundation Index, Greece’s performance according to the EFW is rather good as the 

country performs better than the USA but also higher than ten out of the sixteen 

countries of Balkans and Black Sea. The Heritage Foundation index’s results to that 

sector are similar to the EFW’s index but not exactly the same  since the Heritage Index 

just takes into account the commercial average tariffs and the tariff barriers to trade but 

nothing else except for those two sub-variables when the EFW’s index takes into 

account seven additional sub-variables for that sector (those subvariables will be 

explained in detail in the analysis of the EFW index in chapter 4.3.3) 

 In addition, with regard to the last sector of the EFW, “Regulation” which is similar 

mainly to the “Labor Freedom” and “Freedom of Business” pillars of the Heritage 

Foundation Index, Greece has a rather poor performance according to the EFW, while 
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the country actually has the worst performance among all the Balkan and Black Sea 

countries. Moreover, the discrepancy from USA is even larger than the discrepancy 

from the Balkan and Black Sea countries. As far as the comparison between the two 

indices is concerned, in terms of labor and business regulations, the Heritage 

Foundation Index assesses Greece’s performance to be mediocre with regard to 

Business regulation and poor in terms of labor regulation but in both sectors, the 

Heritage Foundation evaluates Greece’s performance perceptibly higher than the 

Fraser’s Institute.9 

 

4.3.2.1 Explanation of the difference in the results between the two most prevalent 

indices of Economic Freedom with regard to Greece’s case in the years after crisis 

 

This differences in both indices results can be explained by the fact that each one of 

those two indices has a different weight measurement or even some additional variables 

as it has already been mentioned. In the case of Greece, in that period of 2010 and 2014 

that the Heritage Foundation Index identified a decline in economic freedom when the 

Fraser Institute’s index found a slight increase, the situation in Greece was complicated 

in terms of economic freedom and this can explain the variation in the results between 

the two indices. 

Specifically, the most significant decline in Greece in terms of economic freedom took 

occured in 2012 according to the Heritage Foundation Index when on June 29, 2011 

the "Medium-Term Fiscal Strategy Framework 2012-2015" had been passed by the 

Greek Parliament. In more detail, some of the most important measures that had to be 

implemented was that the tax scale which changed with charge to all who confirmed 

income which exceeded 8,000 Euros. In addition to that, measures such as special 

contribution for everyone who claimed an income that exceeded 12,000 Euros as well 

as augmentation in Value-Added Tax (VAT) for a number of goods and services took 

place in the country. Except for that, measures that increased the yearly fee enforcement 

                                                           
9 The comparison was made according to the two counterpart areas of Regulation and not according 
to the whole sector 
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for freelancers and sole traders and added additional taxes on diesel had already been 

underway as well.  

Moreover, there was increase in the objective value of property, thing that arbitrarily 

decreased the substantive value of the real estate since the increase in the objective 

value of the property also means higher taxation and therefore, for example, a house 

that will be associated with very high taxation, will not be possible to be sold in its 

objective value since there will be lack of demand in the market, namely none will be 

willing to buy something in a higher price than before that also will burden him with 

higher liabilities (taxation) than before.  

Except for that, the trade freedom was distorted since a supplementary 10% on import 

taxes was added on the cost of most cars which were imported. Moreover, there was 

augmentation in the excise duties regarding drinks, cigarettes and fuels which was 

equivalent to 10%. Finally, there was even an increase of 25% on the price for using 

the city means of transports.   

 All of those measures for both indices had a negative effect to economic freedom but 

on the other hand, other measures were taken as well. For example, measures were 

taken for the substitution of thirteenth and fourteenth pension with a pension allowance 

of 800 euros implemented for those pensions which exceeded 2500 Euros. Therefore, 

economic freedom was increased due to the fact that government expenditures were 

decreased by this measure. Moreover, there were plenty other measures that decreased 

the size of government in terms of expenditures such as the privatizations of 

government’s property, the decreases in pensions, the removal of a large number of job 

in public sector, the subtraction of the Christmas Gift and Easter, as well as the holiday 

subvention for civil servants and pensioners and the substitution by a single child 

support payment instead of the wide number of family allowances. In addition to all of 

those measures which decreased the size of government in terms of expenditures, there 

were also implemented important measures that promoted economic freedom in the 

labor sector, such as the reduction of the minimum wage and the liberalization of many 

closed professions, thing that promoted competition. 

Therefore, it is obvious that the recession policies that required the increase in 

government revenues mainly through excessive taxation and the decrease in its 

expenditures entailed both positive and negative effects for economic freedom. 
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Regarding the comparison between the Fraser Institute’s Index of economic freedom 

and the Heritage Foundation one, it is obvious that the indices weighted different the 

positive and negative results to economic freedom since the Fraser Institute found the 

positives to outweigh slightly the negatives whereas the index by Heritage Foundation, 

weighted the negatives to far outweigh the positives and ranked Greece as an unfree 

economy on the verge of becoming a repressed one. 

 

4.3.3 Analytical overview of the performance of Greece in each area of the EFW for 

the period 1970-2014 and critical evaluation of the validity of the index 

In this part of the essay, the performance of Greece will be analyzed in each area of the 

EFW’s index thoroughly as well as the methodology of each one of those areas of the 

EFW index will be analyzed in order to clarify in what way each variable is measured 

and in addition to that, this would result in a better understanding of each variable and 

what it represents but it would also provide a better understanding of the degree of 

credibility and validity of each variable separately and after all an overall better picture 

on the most prevalent index of economic freedom in academic world. 

To begin with, the areas of each one of the five sectors of the EFW will be presented 

analytically as well as Greece’s results in each one of those areas in 2014 (according to 

the appendix table 1). In addition to that, a comparison of the country’s performance in 

each area will be made with regard to the country’s past results in order to identify in 

which areas there was improvement and where there was deterioration. 

Size of Government 

Starting with the “Size of Government” sector of the EFW index, this sector is 

composed by four areas when an average of all of those four areas constitutes the 

sector’s overall score.  

Therefore, in more detail, the first area is the “Government Consumption” area and 

according to the Fraser Institute Index is measured with the following formula: (Vmax 

− Vi) / (Vmax − Vmin) which is multiplied by 10 in order to convert the results in a 

zero to ten scale. In the aforementioned formula, Vi is the government’s consumption 

as a share of whole consumption when Vmax and Vmin are equivalent to 40 and 6 

correspondingly. Therefore, the largest the government consumption, the lower the 
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score. It also arises from the equation, that any value equal or higher than 40% in 

government consumption will give a score equal to zero when any value which is not 

bigger than 6, will give a score of 10. In the case of Greece, this percentage is equal to 

22% of the total consumption and therefore the country has a poor score in that area 

which is close to 5 out of 10 in 2014. Moreover, the country’s performance through the 

years is not linear. In 1970s until the early 1980, the country had a good performance 

in this area but through the years, Greece’s government consumption swelled. 

However, after 2010, there was again a slight increase in the performance of Greece 

which means that the government consumption reduced in size.  

With regard to “Transfers and Subsidies”, the formula that is used is also the same with 

before but Vmax and Vmin are defined as 37.2 and 0.5 correspondingly. In this case, 

Vi illustrates the country’s transfers and subsidies as a percentage of GDP. Therefore, 

any value that exceeds 37.2% of the percentage of GDP of the measured country in 

terms of transfers and subsidies is rated with a score of zero. As far as Greece is 

concerned, the country’s transfer and subsidies are almost 23% of GDP which is 

considered to be pretty high and therefore Greece’s performance is ranked almost with 

a score lower than 4. In that area, Greece had a large and steady decline through the 

years. In more detail, in the 1970s and 1980s Greece had a very good performance in 

that area due to the fact that transfers and subsidies were covering only 1% and 5% of 

the total GDP in 1970 and 1980 respectively but the increase until 2014 was dramatic 

since the transfers and subsidies of the country covered more than ¼ of the country’s 

GDP 

Moreover, with regard to the second area of this sector, “Government Investment”, 

there is not an exact mathematical formula that provides accurate results. In more detail, 

the government investment is measured as a percentage of total investments and any 

value lower than 15% of  government investment would give the country a score of 10 

whereas the values between 15 and 20, a score of 8, the values between 20 and 25, a 

score of 7, the values between 25 and 30, a score of 6, the values between 30 and 40, a 

score of 4, the values between 40 and 50, a score of 2 and any value that indicates that 

government investments are higher than 50% of the total, is ranked with zero. Greece 

in that area seems to have an above the average performance since the percentage of 

government investment is 23% of the overall investments and therefore the country has 

a score of 7. With regard to the country’s performance through the years in this sector, 
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there was an improvement from 1970 through the years which reached a peak in 2005, 

where Greece achieved a score of 10 but after that, there was a gradual decline in the 

performance of the country through the years.  

Furthermore, with regard to third area of this sector, the “Top Marginal Tax Rate” one, 

this area is measured depending on both the taxes to low income and to high income 

while also the measurement is converted to US dollars. For example, a country which 

has 26% income taxation both in 25.000$ but also in 150.000$ + will receive a score of 

9 but a country which has 26% in 25.000$ but in incomes that are equal or exceed 

150.000$, the taxation changes to 31%, this country will receive a score of 8. In general 

lines, a good score above 8 requires the taxation to be between around 26%-28%. A 

taxation in the levels of above 36% is considered to be bad and a country with such a 

taxation level is ranked with 5 and lower, whereas, when taxation requirements in a 

country exceed 70%, this country is ranked with zero. Greece performs pretty bad in 

this area having a top income tax rate equal to 43% and top marginal income and payroll 

tax rate equal to 63%. The country’s score in this area is lower than three. Greece never 

performed well in that area but after 1990, the country made some improvements, 

reaching a score of 6 in 2010 but after that, the score declined sharply until 2014, thing, 

that it was inevitable since it was an aftermath of the economic crisis in the country.  

In overall, the weakest point of the country in this area is the very high taxation that is 

implemented. This policy is an important disincentive for investments in the country 

but taxation is not something that is easy to change in that crisis’ period since it is 

enforced by the International Monetary Fund in order to keep lending to Greece as it is 

already have been mentioned in chapter 2 of the essay. However, it is possible for the 

country to achieve a better performance in transfer and subsidies sector, reducing the 

social redistributing size of the government. 

With regard to the validity of this sector of the EFW, in overall, this sector can be 

considered rather objective based on reliable data which are adjusted with mathematical 

formulas by the EFW in order to be converted to the EFW’s score scale. 
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The Legal System and The Defense of The Property Rights  

As far as the second area of the EFW is concerned, this is the “The Legal System and 

The Defense of The Property Rights” and comprises of nice areas that will be analyzed 

below. 

Firstly, the areas related to the “Judicial Freedom, “Unbiased Courts”, “Protection of 

Property rights”, “Credibility of Police” and “Business costs of crime” are based on 

survey questions. All those scores on these questions are derived from the Global 

Competitiveness Report and are adjusted by the EFW on a scale of 0 to 10, using the 

following formula: EFWi = ((GCRi − 1) ÷ 6) × 10.  

As far as the performance of Greece in those areas is concerned, the worst performance 

can be observed in the area regarding “The Objectivity of the Courts” since Greece’s 

score is almost three. This means that people seem to believe that the courts are highly 

corrupted and according to that survey, the citizens of Greece believe that fact for more 

than 10 years. However, even if from 2005 to 2013, there was an exacerbation in 

Greece’s performance in that area, from 2013 to 2014, there was observed a slight 

improvement. 

Moreover, in the area of “Judicial Freedom” which refers to the degree that people 

believe that the country is independent of political influences or other forces, people 

seem to believe that the country is highly affected by those forces since the score in this 

area is lower than five, in 2014. Greece like in the “Judicial Freedom” area , had a very 

poor performance in this area for many years, while also like in the “Judicial Freedom” 

area, the country had a slight improvement from 2013 to 2014. This is not a coincidence 

since this area is highly interdependent with the “Judicial Freedom” one as it is proven 

by the statistics. 

Furthermore, with regard to the next area of this sector, the “Protection of Property 

rights” area, according to the survey which inquired people if they think that their 

property rights are preserved by the law, the results, in 2014,  indicated that people 

actually think that their property rights are not well preserved, while the country has a 

score of almost five in that area. According to the same survey, in 2005, Greece had a 

relatively decent score (more than 7 out of 10) but until 2013, the country experienced 

a steady decline. However, from 2013 to 2014, a slight improvement can be observed. 

This area is also highly interdependent to the two previous mentioned areas, namely the 
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“The Objectivity of the Courts” and “Judicial Freedom” areas as it can also be proved 

by the statistics since an increase in one of those areas is usually associated with an 

increase in the other two areas as well or the opposite. 

What’s more, with respect to the “Credibility of Police” area, according to that survey, 

which queried people if they actually think that police can implement the law properly, 

it seems that the results are rather bad since the score of the country is almost five. 

According to this survey, people in Greece never through the years, thought they could 

rely on the police for the proper law enforcement. 

Finally, with respect to the “Costs of Crime for Business” area, according to the survey 

which asked people to what degree, crime affects business, Greece had a rather 

mediocre score in 2014. Greece was performing above average in 2005 but there was a 

significant decline until 2014. 

In addition, the areas of “Military intrusion in rule of law and politics” and “Probity of 

the legal system” are measured based on the results from International Country Risk 

Guide (ICRG) for the relative variables, a guide, which is considered to provide reliable 

results. In more detail, with regard to the “Military intrusion in rule of law and politics” 

area, according to ICRG results, Greece for many years had a decent performance in 

that area which indicates that the military sector rarely gets involved in political things.  

Concluding, the “Legal implementation of conventions” and the “Regulatory limits on 

the sale of real assets” areas are measured based on the results of the World Bank’s 

Doing Business.  

Regarding “the implementation of conventions by the courts”, this area is measured 

with the mathematical formula: (Vmax − Vi) / (Vmax − Vmin) × 10. Specifically, Vi 

is the average number, between the cost of time until the payment of the debt and the 

cost of a lawsuit which is measured as a share of the debt. Therefore, Vmax is 725 days 

and 82,3% and Vmin is 62 and 0% accordingly. Consequently, this means, if the days 

until the payment exceeds 725 and the cost of the lawsuits exceeds 82,3% of the total 

debt, then the country’s score is zero. As far as Greece is concerned, the country’s score 

is rather low (almost four) in this area, while also, the country has made no 

improvement for more than 10 years regarding the proper implementation of 

conventions by the judiciary, thing that means that the bureaucratic system is highly 

ineffective. 
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Finally, the “Regulatory limits on the sale of real assets” area is also measured with the 

aforementioned mathematical formula. In this case, Vi is the average number, between 

the required time in order an individual to complete a transfer of ownership and the cost 

as a share of the value of the transferred property. The Vmax and Vmin are defined as 

265 days, 15% and 0 days and 0% correspondingly. This means that if the required 

time, in order to do that transaction, is more than 265 days and at the same time, the 

cost is more than 15% of the worth of the property, then, in this case, the country will 

get a score of zero. As far as Greece is concerned, the country has a decent score in that 

area in 2014, which is equivalent to eight out of ten. In addition to that, Greece seems 

to have made some improvements from 2005 to 2010 in this area. After 2010 until 2014, 

the country has steadily presented a decent performance without serious changes. 

However, in overall, Greece does not perform well in this sector. The country has to 

make fundamental changes with respect to the corruption in the judiciary, a thing that 

has a very adverse repercussion regarding the impartiality of the courts’ decisions. 

Moreover, changes have to be made with regard to the judiciary procedures in order the 

latter to be more effective as well as changes have to be made in order the property 

rights to be well preserved, thing that is actually highly dependent on the other areas, 

namely if the bureaucratic system with regard to the judiciary is effective and also 

impartial, the score in the property rights of the country will also experience a sharp 

increase. 

Finally, even if there are many areas in this sector that are not measured accurately, 

namely with quantitative data, this sector is still considered very important by the EFW 

since it is considered very critical for the economic freedom. 

 

 

 

The Sound Money 

The third sector of the EFW is the “Sound Money” one and this sector consists of four 

areas. In more detail,  with respect to the first area, the “Money Augmentation” one, 

the formula that is used for that area according to the EFW is the following: (Vmax − 

Vi) / (Vmax − Vmin) × 10 where Vmax is equal to 50% and Vmin is equal to 0%.  
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Moreover, Vi is measured by calculating the augmentation in the money supply for the 

five most recent years deducting the average annual increase in the Real GDP that took 

place in the ten most recent years. Therefore, any value which is equal or more than 

50% in the increase of  the money supply for the five last years, taking into 

consideration, the rise in the real GDP for the ten last years will result in a score of zero 

in the EFW index. Greece’s performance in this area of the EFW is exceptionally good, 

scoring almost close to a perfect ten. The country keeps that good performance for more 

than ten years in this area. 

Moreover, “The Standard Deviation of Inflation” area is measured with data derived 

from GDP deflator according to the afformentioned formula, where Vmax and Vmin 

are equivalent to 25% and 0% correspondingly and Vi is the country’s standard 

discrepancy from the annual rate of inflation in the time span of the five most recent 

years. Therefore, if that discrepancy is equal or higher than 25%, the country is ranked 

with a score of zero. With regard to the performance of Greece, in 2014, the country 

has a very good performance in this area, with a deviation lower than 2% for the last 

five years. Finally, this exemplary performance of Greece, is not something new since 

the country’s performance was always exceptionally good in this area in the period 

between the years 1970 and 2014. 

Furthermore, regarding “The Inflation of the Last Economic Year” area of this sector, 

this area is measured according to Consumer Price Index (CPI) and the scores of CPI 

are converted by the EFW in order to fit the economic freedom scale with the already 

mentioned in the first area of this sector mathematical formula10. However, in this case, 

Vmax and Vmin are equivalent to 50 % and 0% accordingly and Vi is the country’s 

inflation rate for the most recent year. Therefore, any value which is equal or higher 

than 50% in the inflation for the last year is awarded, a rating of zero, whereas a perfect 

price stability of the currency without any inflation is rewarded with a rating of 10. As 

far as Greece’s performance is concerned in this area, the country has almost a perfect 

performance approaching a 10 out of 10 score and therefore achieving an almost perfect 

price stability. In addition to that, Greece retains this so good performance in that area 

for more than 10 years. 

                                                           
10 (Vmax − Vi) / (Vmax − Vmin) × 10 
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Finally, the last component of this sector refers to the “Freedom to Own Overseas 

Exchange Bank Accounts”. The EFW index does not have a specific mathematical 

formula for this area but when it is allowable to own bank accounts in the measured 

country but abroad as well, the rating of the measured country is 10, whereas if only 

one of the aforementioned two occurs, the rating will be 5. When neither of the two is 

permitted, then the rating for that country is zero. In 2014, Greece in this area is 

rewarded with a score of 10 since and holds that score for more than 10 years. 

In overall, this sector is the one that Greece performs the best since the country scores 

very high in every area of the sector in 2014. Therefore, almost no improvements are 

required for this sector since the country’s score is almost close to a perfect ten. Finally, 

as far as the objectivity of this sector of the EFW is concerned, in general lines “Sound 

Money” sector is considered to be the most objective one. 

 

The Freedom to Trade Internationally  

The fourth sector of the EFW is “The Freedom to Trade Internationally” one and this 

sectors comprises of four main areas. 

  Tarrifs 

“Tariffs” is the first area of this sector and consists of three subareas which are: the 

“Profits from trade taxes”, “Average tariff rate” and “Standard deviation of tariff rates” 

areas. All of these subareas are measured with the formula: (Vmax − Vi) / (Vmax − 

Vmin) × 10.  

In more detail, the Vi of the “Profits from trade taxes” sub-variable is the proportion of 

the implemented taxes from the whole trade sector. The Vmax and Vmin are 15% and 

0% correspondingly which means that if the trade taxes equal or exceed the 15% of the 

trade sector, the score of the country will be zero. In 2014, Greece, in this subarea of 

the tariffs performed pretty well since the country’s implemented trade taxes as a 

proportion of the whole trade sector are less than 1%. The country had a big 

improvement from 1970 to 1990. After 1990, Greece continued to perform steadily 

pretty high in terms of economic freedom in this subarea of tariffs until 2014. 
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 Moreover, the Vi of the second subarea of tariffs, “Standard deviation of tariff rates”, 

refers to the country’s average tariff rate where Vmax and Vmin are equivalent to 50% 

and 0% correspondingly. Therefore, any value that equals or exceeds 50% in the 

average tariff rate is ranked with a score of zero. Greece also performs pretty well in 

this subarea of tariffs with an average tariff rate of about 5% in 2014. However, there 

was not an increase through the time, since Greece even from 1970 had very high 

standards in this subarea. 

Furthermore, the Vi of the third subarea, “Profits from trade taxes”  refers to the 

deviation of tariff rates among them. The Vmax and Vmin are 25% and 0% 

correspondingly. Therefore, this means that a deviation higher than 25% is ranked with 

zero when a same tariff rate for everything is ranked with 10. This is the only 

component of tariffs that Greece does not perform well since the country has an overall 

of almost 9% deviation among the tariff rates and thereby, a score of around six out of 

ten. Greece’s performance has experienced a significant decline from 2000 until 2005 

in this subarea and after 2005 until 2014, the score of the country is almost stable. 

In overall, Greece performs well in the area of tariffs of the EFW’s index. However, 

some improvements with regard to the deviation among the tariffs would improve even 

more the performance of the country. 

 Regulatory Commercial Barriers 

In addition, the second subarea of this sector refers to the “Regulatory Commercial 

Barriers” and is measured by the average of following two subareas: “Non-tariff 

commercial barriers” and “Compliance cost of importing and exporting”.  

The “Non-Tariff Trade Barriers” subarea is measured based on the Global 

Competitiveness Report survey which selects data by questioning the citizens of a 

country to what degree the non-tariff barriers affect the easiness of importing 

commodities and the impact that those prohibitions have on competition. Greece has a 

mediocre performance in this subarea while also the country presents steadiness in that 

mediocre performance since there were not large variances in the score of EFW through 

the years. 

The data for the second subarea,  “Compliance cost of importing and exporting”, are 

derived from the World Bank’s Doing Business and is measured with the following 
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formula: (Vmax − Vi) / (Vmax − Vmin) × 10 which is used twice. The first time, the 

Vi is the time that the required procedures take in order to complete an import and at 

the second time, the Vi is the time consumed in order to complete an export, and after 

this, the average results of both of those equations is the overall score for this subarea. 

The Vmax and Vmin for imports are 338 and 0 correspondingly and for exports 228,38 

and 0. Therefore, for imports if the consumed time that procedures are required equals 

or exceeds 338 hours in order to import certain comodities, the score for that country 

with such a performance will be zero and the same for exports if the time equals or 

exceeds 228 hours and 22 minutes in order to export certain goods, the score for that 

country will be zero. As far as the performance of Greece is concerned, the country has 

a very good performance in this subarea which is equivalent to 9,4. Also, except for 

that, Greece had a serious improvement in that subarea from 2010 until 2014. 

In overall, Greece has a quite good performance in the “Regulatory Commercial 

Barriers” area of the EFW. However, some improvements should be made with regard 

to the non-tariff commercial barriers while it seems that other barriers that are not so 

visible cause an obstruction to the free trade between Greece and other countries. 

 

 Black-Market Exchange Rates 

The third area of that sector is the “Black-Market Exchange Rates” and is measured 

with the aforementioned mathematical formula. The Vi in that equation measures the 

discrepancy of the black-market exchange rate from the official exchange rate and the 

Vmax and Vmin are equivalent to 50% and 0 correspondingly. Therefore, if the black-

market exchange rate is equal or higher than 50% of the official exchange market, the 

country’s score will be zero. With regard to Greece, the country’s performance in this 

area is exceptional since it scores a perfect 10 which means that there is not a black 

market in the country. That outstanding performance of Greece is not something that 

the country achieved recently, since, from 2000, the country steadily has a score of 10 

in this area. 
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 Limits on The Movement of Capital And People 

Finally, the last area of this sector is “Limits on The Movement of Capital And People” 

and is divided into 3 subareas which are the following: “Foreign ownership /investment 

limitations”, “Capital controls” and “Freedom of foreigners to visit”.  

The “Foreign ownership / investment limitations” sub-variable is measured according 

to a question survey by Global Competitiveness Report asking about how often 

foreigners have the ownership of firms in a country and that country gets the best score 

if the answer is that this occurs very often. With regard to Greece, people seems to 

believe that this does not happen very often in the country’s economy since the score 

of the country is below six. However, the performance of the country seems to present 

a slight upward trend in the last 5 years. 

The “Capital controls” subarea measures the capital controls implemented in a country 

and those data are derived from International Monetary Fund and are multiplied by 10 

in order to fit in the EFW scale. As far as Greece is concerned, the country’s 

performance in this subarea is pretty low in 2014(below four out of ten). In more detail, 

the performance of Greece in terms of capital controls was steadily in that bad level for 

almost 10 years. The score for that subarea is expected to exacerbate even more when 

the EFW will publish the next year edition, since from 2015, Greece was enforced by 

the International Monetary Fund to implement some even more harsh policies in terms 

of capital controls.  

Finally, the “Freedom of foreigners to visit” subarea is measured with the following 

formula: (Vmax − Vi) / (Vmax − Vmin) × 10 where Vi is the proportion of countries 

that a country requires a visa in order to let them visit the country. Vmax and Vmin are 

equivalent to 47,2 and 0 in this subarea. Therefore, this means that if a country requires 

a visa from 47,2% or more countries, this country’s rating in this sub-variable will be 

zero. Greece’s score in this subarea is rather mediocre (almost six) while also, the 

country’s rating has not experienced any significant change through the years but only 

some small fluctuations.  

In overall, Greece does not have a good performance in the area of “Limits on the 

movement of capital and people” while the weakest spot of the country is the capital 

controls that are enforced to the country’s citizens that impede economic freedom to a 

great extent.  
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However, Greece has a decent performance in the overall “Freedom to Trade 

Internationally” sector of the EFW and the main reason is the non-existence of a black-

market but many improvements should be made as already have been mentioned. 

With regard to the validity of this sector of the EFW, it can be inferred that in the most 

areas of that sector, the data are reliable with few exceptions when they are derived 

from question surveys since there is no other way to be collected. 

 

Regulation 

In the “Regulation” sector of the EFW, it will be presented a comprehensive overview 

of the methodology only in the areas, that the country of interest, Greece, presents the 

most serious problems in 2014 (which is the most recent year published by the EFW), 

due to the fact that it would be too extensive to cover all the sub-variables of that sector. 

Therefore, with regard to the labor market regulations, Greece presents some problems 

in the area of “Hiring and Firing Regulations” of the EFW which is an area that does 

not have real quantitative data but is just measured according to the Global 

Competitiveness Report question survey which asks people if the restrictions in the 

regulations of hirings and dismisses of personnel is actually an obstruction for 

employers. In the case of Greece, the popular opinion believes that the aforementioned 

regulations are actually a burden for employers since the country has a score that is 

almost equal to 3 out of 10.  

Moreover, “Centralized Collective Bargaining” is another subarea that Greece, in 2014, 

presents serious problems according to the EFW. However, the data for this sector are 

not so credible as well since they are not quantitative but they are also based on the 

Global Competitiveness Report question which asks individuals if the wages of 

employees are individually set by the employers or there is a collective negotiation 

between labor unions and employers in order to be set. The latter practice is what the 

results indicate that occurs in the case of Greece, thing that restricts economic freedom. 

Furthermore, another area of labor regulations that Greece presents problems is the 

“Conscription” one. In this area, the score of a country, depends on the duration that is 

enforced to the citizens of that country for military services. Therefore, when there is 

not a requirement for conscription, the country’s score will be 10 whereas, when the 
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duration is more than 18 months, the country’s score is zero. Moreover, when the time 

span of conscription is equal or less than six months, the country gets a score of 5 and 

when this span is between 6 months and 12 months, the country is ranked with a score 

of three. In the case of Greece which has a time span of 9 months for military services, 

the country according to the methodology presented before, has a score of three in 2014 

which is considered to be bad but seeing the overall performance of Greece through 

time, there is actually an improvement in this subarea since Greece had a score of zero 

in 2000 which means that the duration was over 18 months. However, from 2010, there 

was a stagnation since the score of the country remained at 3. Finally, as far as the 

validity of this subarea is concerned, even if the results are based on quantitative data, 

there are not accurate enough since for example, a country with a time span of 

conscription equal to 7 months will get the same score with a country with a duration 

of 11 months. 

In addition, with regard to “Business regulations” Greece has mainly problems in the 

areas concerning the administrative requirements and in the area regarding the briberies 

and favoritism since there is an ineffective bureaucratic system that individuals need to 

pay extra (namely, to bribe) in order to get something done in time but also policies are 

made in order to promote some elite companies (favoritism). In more detail, both of 

these areas are not measured with quantitative data but based on Global 

Competitiveness Report questions. Therefore, the results are not very accurate but show 

that the majority of people in the country thinks that administrative requirements are a 

heavy burden in the context of running a business. 

In conclusion, in the chapter 5 of the essay, there will be an overall overview of the 

policies that have to be followed by the country mainly based on this analysis but also 

taking also into account the literature review and the Heritage Foundation Index results. 
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4.4 Economic Development analysis between Greece and other countries 

using the real growth GDP indicator 

 

In this part of the essay, the economic development of Greece will be analyzed using 

the index of real GDP growth rates as an indicator since it is considered to be a better 

index for expressing growth than GDP, due to the fact that it also expresses the inflation 

through the years. For example, a simple inflationary trend would make the GDP of the 

next year to seem higher than the previous year without the presence of any real growth, 

whereas Real GDP Growth Indicator would take into account that inflationary trend. 

Specifically, real GDP growth rates refer to the difference between a country's 

production of final goods and services (which is measured by the Gross Domestic 

Product-GDP indicator) for one year and the previous year of that one and is adapted 

for inflation. For instance, if we had to calculate the real GDP growth rate for period of 

2009-2010, it would be expressed by the following formula: [(GDP 2010 - [(1+ the 

inflation of 201011) × GDP 2009)]/ [GDP 2009] × 100 

 

 

 

 

 

 

 

 

                                                           
11 If for example the inflation is 100%, then it would be written as 1 in that formula 
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Table 10 

 

Real GDP Growth rate for Black Sea countries between 2001 and 2014 

 

 
Arme

nia 

Azerba

ijan 

Bulga

ria 

Geor

gia 

Gree

ce 

Mold

ova 

Roma

nia 

Russia

n 

Federa

tion 

Turk

ey 

Ukrai

ne 

2001 9,56 9,90 4,25 4,81 4,13 6,10 5,59 5,09 -5,70 9,20 

2002 13,19 10,60 6,02 5,47 3,92 7,80 5,18 4,74 6,16 5,20 

2003 14,04 11,20 5,08 11,06 5,79 6,60 5,52 7,30 5,27 9,40 

2004 10,47 10,20 6,56 5,86 5,06 7,41 8,36 7,18 9,36 12,10 

2005 13,87 26,40 7,24 9,60 0,60 7,49 4,17 6,38 8,40 2,70 

2006 13,20 34,50 6,75 9,38 5,65 4,80 8,06 8,15 6,89 7,30 

2007 13,75 25,05 7,68 12,34 3,27 3,07 6,86 8,54 4,67 7,90 

2008 6,90 10,77 5,65 2,31 -0,34 7,76 8,46 5,25 0,66 2,30 

2009 -14,15 9,41 -4,22 -3,78 -4,30 -5,99 -7,07 -7,82 -4,83 -

14,80 

2010 2,20 4,85 0,05 6,25 -5,48 7,09 -0,80 4,50 9,16 4,20 

2011 4,70 0,07 1,58 7,22 -9,13 6,41 1,06 4,26 8,77 5,20 

2012 7,20 2,20 0,24 6,35 -7,30 -0,70 0,64 3,52 2,13 0,20 

2013 3,30 5,80 1,28 3,39 -3,20 9,40 3,53 1,28 4,19 0,00 

2014 3,50 2,00 1,55 4,62 0,65 4,80 2,96 0,71 3,02 -6,60 

2015 3,00 1,10 2,97 2,77 -0,23 -0,50 3,74 -3,73 3,98 -9,90 

 

Source: Worldbank 
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Table 11 

Real GDP Growth rate for Balkans between 2001 and 2014 

 
Albania Bosnia 

Herzeg 

Bulgaria Croatia Macedonia Greece Moldova Monten Romania Serbia Slovenia Turkey 

2001 7,94 4,40 4,25 3,43 -3,07 4,13 6,10 1,10 5,59 4,99 2,95 -5,70 

2002 4,23 5,30 6,02 5,25 1,49 3,92 7,80 1,90 5,18 7,12 3,84 6,16 

2003 5,77 4,00 5,08 5,56 2,22 5,79 6,60 2,50 5,52 4,42 2,84 5,27 

2004 5,71 6,10 6,56 4,08 4,67 5,06 7,41 4,40 8,36 9,05 4,35 9,36 

2005 5,72 8,76 7,24 4,16 4,72 0,60 7,49 4,19 4,17 5,54 4,00 8,40 

2006 5,43 5,38 6,75 4,79 5,14 5,65 4,80 8,57 8,06 4,90 5,66 6,89 

2007 5,90 5,73 7,68 5,15 6,47 3,27 3,07 10,66 6,86 5,89 6,94 4,67 

2008 7,53 5,48 5,65 2,05 5,47 -0,34 7,76 6,92 8,46 5,37 3,30 0,66 

2009 3,35 -2,87 -4,22 -7,38 -0,36 -4,30 -5,99 -5,66 -7,07 -3,12 -7,80 -4,83 

2010 3,71 0,77 0,05 -1,70 3,36 -5,48 7,09 2,46 -0,80 0,58 1,24 9,16 

2011 2,55 0,91 1,58 -0,28 2,34 -9,13 6,41 3,23 1,06 1,40 0,65 8,77 

2012 1,42 -0,93 0,24 -2,19 -0,46 -7,30 -0,70 -2,72 0,64 -1,02 -2,72 2,13 

2013 1,11 2,39 1,28 -1,06 2,93 -3,20 9,40 3,55 3,53 2,57 -1,06 4,19 

2014 2,00 1,08 1,55 -0,36 3,54 0,65 4,80 1,78 2,96 -1,83 3,05 3,02 

2015 2,56 3,16 2,97 1,64 3,67 -0,23 -0,50 3,37 3,74 0,73 2,88 3,98 

 

Source: Worldbank 
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Table 12 

 

Real GDP Growth rate for USA and Europe 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Worldbank 

Country 

Name 

United 

States 

European 

Union 

Euro 

area 

2001 0,98 2,23 2,16 

2002 1,79 1,34 1,02 

2003 2,81 1,31 0,72 

2004 3,79 2,56 2,29 

2005 3,35 2,09 1,70 

2006 2,67 3,39 3,25 

2007 1,78 3,12 3,06 

2008 -0,29 0,50 0,48 

2009 -2,78 -4,39 -4,54 

2010 2,53 2,08 2,07 

2011 1,60 1,76 1,59 

2012 2,22 -0,48 -0,88 

2013 1,49 0,19 -0,32 

2014 2,43 1,36 0,90 

2015 2,43 1,95 1,66 
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To begin with, Greece from 2001 to 2007 seemed to experience an upward trend in 

terms of growth especially the years, 2003, which was equivalent to 5,79%, 2004 where 

it was 5% and 2006 that was 5,6%, having an overall growth of 32,3%12 for the period 

2001 to 2007. In that period, even if Greece had significant growth, it was smaller than 

Black Sea-10 and Balkans, while Black Sea-10 region on average had a huge overall 

growth of 78.5%13 from 2001 to 2007 and Balkans had an overall growth of 40%14. 

However, Greece’s growth was slightly higher than the average of EU (30.8%)15 and 

much higher than the USA’s average growth (18,48%)16.  

This higher rate of growth that was presented by the less developed countries can easily 

be explained. The main reason that this happens is that under developed countries 

usually do not exploit the production possibilities and resources at the maximum but in 

fact, they leave a high percentage unexploited. Therefore, when growth comes, those 

countries begin exploiting its resources. On the contrary, already developed countries 

like USA, have already exploited almost to the maximum their resources and productive 

possibilities so it is much more difficult to achieve the growth levels that 

underdeveloped countries do.  

Moreover, regarding the period of 2008 until 2015, Greece experienced a tremendous 

depletion in its growth levels and the country had a steady decline in its growth rates 

for every year from 2008 until 2015 (with an exception in 2014 where there was a slight 

increase) when 2011 and 2012 were the largest depletions of 9,1% and 7,3% 

correspondingly. In overall, the consolidation of the country’s economy for the period 

of 2007-2015 according to the real Growth GDP is estimated to be 27,1%17. On the 

other hand, the Balkans and Black Sea-10 countries on average, even if all of them 

experienced a reduction in growth rate in 2009, after that, on average both regions 

                                                           
12 Author’s calculations with the following formula: 
1.04131612076*1.03922871842*1.05794531264*1.05060992565*1.00599142055*1.0565243372*1.
03273746857 
13 Author’s calculations with the same formula presented in footnote 12 
14 Author’s calculations with the same formula presented in footnote 12 
15 Author’s calculations with the same formula presented in footnote 12 
16 Author’s calculations with the same formula presented in footnote 12 
17  Authors calculations with the following formula: (1-0.00335172557)*(1-0.04300733667)*(1-
0.05479037108) *(1-0.09132494153) *(1-0.07300493935) *(1-0.03198239636) *(1-0.00653982658) 
*(1-0.00231571523) 
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experienced growth. In more detail, the level of growth for that period was 11%18 for 

USA, 14%19 for Balkans on average, 13%20 for Black Sea-10 on average and 17%21 for 

Europe on average.  

As far as future is concerned, despite the fact of that large depletion that Greece 

experienced in terms of real growth GDP in these last eight years, there is expectation 

for growth for the subsequent years according to the International Monetary Fund’s 

predictions.  

 

4.5 Economic Development analysis of Greece between other countries 

using the GDP per capita indicator 

Table 13 

GDP PER CAPITA in PPP (US DOLLARS) IN BLACK SEA COUNTRIES 

BETWEEN 2001 AND 2016 

Country 

Name 

Armenia Azerbaijan Bulgaria Georgia Greece Moldova Romania Russian 

Federation 

Turkey Ukraine 

2001 692,3016 703,6713 1762,456 733,9704 12538,18 407,7302 1839,729 2100,362 3053,865 780,738 

2002 779,8296 763,1012 2079,229 779,3846 14110,31 458,6778 2124,874 2375,059 3570,546 879,475 

2003 924,464 883,614 2693,759 928,0108 18477,58 548,2897 2774,956 2975,133 4586,811 1048,522 

2004 1181,968 1045,026 3353,564 1207,367 21955,1 720,9409 3552,925 4102,372 5855,539 1367,352 

2005 1625,408 1578,367 3852,978 1530,058 22551,74 831,2053 4676,315 5323,474 7117,233 1828,718 

2006 2126,619 2473,086 4455,69 1872,68 24801,16 950,6482 5828,746 6920,194 7727,272 2303,019 

2007 3080,971 3851,438 5932,9 2492,129 28827,33 1230,435 8214,185 9101,257 9309,509 3068,609 

2008 3919,975 5574,604 7296,122 3174,949 31997,28 1695,973 10136,47 11635,27 10382,32 3891,038 

2009 2915,584 4950,295 6955,988 2706,589 29710,97 1525,526 8220,108 8562,814 8623,95 2545,48 

2010 3124,784 5842,806 6752,552 2964,477 26919,36 1631,536 8297,484 10675 10111,52 2973,996 

2011 3417,172 7189,691 7750,04 3725,063 25914,68 1970,571 9200,278 14212,08 10538,44 3569,757 

2012 3565,518 7393,772 7333,355 4142,869 22242,68 2046,537 8558,398 15154,47 10539,37 3855,421 

2013 3716,829 7811,621 7656,639 4274,377 21842,7 2243,98 9585,267 15543,7 10800,36 3986,283 

2014 3873,534 7886,459 7851,265 4429,65 21627,35 2244,764 10011,79 13902,14 10303,9 3065,164 

2015 3499,804 5496,345 6819,869 3795,973 18035,55 1843,243 8972,923 9057,113 9130,026 2114,955 

Source: Worldbank 

                                                           
18 Author’s calculations with the same formula presented in footnote 17 
19 Author’s calculations with the same formula presented in footnote 17 
20 Author’s calculations with the same formula presented in footnote 17 
21 Author’s calculations with the same formula presented in footnote 17 



68 | P a g e  
 

 

 

 

 

Table 14 

 

GDP per Capita in PPP (US Dollars) in Balkans between 2001 and 2016 

 
Albania Bosnia H Bulgaria Croatia FYRO

M 

Greece Mold

ova 

Montene Romani

a 

Serbi

a 

Slovenia Turkey 

2001 1326,97 1512,993 1762,456 5245,421 1835,0 12538,1 407 1909,635 1839,729 1634 10479,3 3053,865 

2002 1453,64 1746,486 2079,229 6053,716 1980,753 14110,31 458 2106,339 2124,874 2149 11814,1 3570,546 

2003 1890,68 2192,647 2693,759 7805,881 2431,837 18477,58 548 2789,082 2774,956 2832 14880,47 4586,811 

2004 2416,58 2619,753 3353,564 9365,742 2787,773 21955,1 720 3380,2 3552,925 3331 17260,9 5855,539 

2005 2709,14 2928,264 3852,978 10224,24 3063,595 22551,74 831 3674,527 4676,315 3528 18169,18 7117,233 

2006 3005,01 3351,963 4455,69 11363,42 3351,303 24801,16 950 4383,595 5828,746 4129 19726,13 7727,272 

2007 3603,01 4107,996 5932,9 13546,7 4063,746 28827,33 1230 5957,146 8214,185 5458 23841,32 9309,509 

2008 4370,54 4974,662 7296,122 15893,86 4821,541 31997,28 1695 7325,703 10136,47 6701 27501,82 10382,32 

2009 4114,13 4586,206 6955,988 14157,14 4566,341 29710,97 1525 6698,079 8220,108 5821 24633,8 8623,95 

2010 4094,35 4475,088 6752,552 13509,19 4561,178 26919,36 1631 6682,281 8297,484 5411 23438,85 10111,52 

2011 4437,81 4860,782 7750,04 14542,18 5079,962 25914,68 1970 7318,745 9200,278 6423 24983,69 10538,44 

2012 4247,84 4494,641 7333,355 13235,98 4709,512 22242,68 2046 6586,721 8558,398 5659 22477,6 10539,37 

2013 4412,34 4748,041 7656,639 13574,98 5219,536 21842,7 2243 7186,811 9585,267 6353 23144,12 10800,36 

2014 4588,64 4851,661 7851,265 13480,65 5453,281 21627,35 2244 7378,044 10011,79 6200 24001,88 10303,9 

2015 3965,01 4197,807 6819,869 11535,83 4852,658 18035,55 1843 6415,034 8972,923 5143 20713,07 9130,026 

 

Source: Worldbank 
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Table 15 

GDP per Capita for USA, Europe and Greece in US dollars 

 

 
United 

States 

European 

Union 

Euro 

area 

Greece 

2001 37273,62 18244,01 20444,16 12538,18 

2002 38166,04 19845,55 22128,95 14110,31 

2003 39677,2 24092,62 27156,41 18477,58 

2004 41921,81 27723,18 30977,1 21955,1 

2005 44307,92 28887,52 31979,57 22551,74 

2006 46437,07 30708,52 33791,77 24801,16 

2007 48061,54 35377,05 38706,32 28827,33 

2008 48401,43 37921,45 42221,49 31997,28 

2009 47001,56 33817,88 38475,85 29710,97 

2010 48374,09 33595,66 37604,27 26919,36 

2011 49781,8 36241,92 40426,11 25914,68 

2012 51433,05 34150,53 37584,45 22242,68 

2013 52660,3 35402,49 38920,62 21842,7 

2014 54398,46 36425,57 39594,65 21627,35 

2015 55836,79 31843,19 33997,91 18035,55 

 

Source: Worldbank 

 

 

 

In this point of the essay, after having examined the Economic Growth indicator that 

shows the changes between the years, it would be useful to examine the overall 

performance of Greece in comparison with Europe, USA, Balkans and Black Sea-10. 

To begin with, Gross Domestic Product would not be a bad indicator in order to show 

the strength of an economy but by that indicator, it is not easy to distinguish the 

developed economies due to the fact that a big country can be underdeveloped and poor 

and still have larger GDP than a small much more developed country. Therefore, the 
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best indicator to measure the degree of development taking into advantage the living 

conditions existing in one country is the GDP in  PPP (Purchasing Power Parity that is 

translated in US dolllars) per capita indicator. This index divides the Gross Domestic 

Product (GDP) of a country with the overall number of people in that country and 

therefore provides a much more reliable indicator for growth but in contrast of the real 

GDP growth rate index which was examined before, this index is capable of illustrating 

the living conditions of that country as well.  

To begin with, what is remarkable is that Greece’s performance even after the recession 

that was mentioned before and that large decline in economic growth, in 2015, is still 

the best among the ten countries in the Black Sea region and the second best in Balkans, 

after Slovenia. Moreover, the difference from the other countries in Balkans and Black 

Sea is high since Turkey which holds the second-best performance in Black Sea region 

has 9130 US dollars GDP per capita on average and Croatia which holds the third best 

performance in Balkans after Greece has an average of 11535 US dollars GDP per 

capita, when Greece’s average per capita GDP is 56% more than Croatia’s one. Even 

if most of the countries in Black Sea-10 experienced some recession in their living 

standards due to the global economic crisis, Greece from 2008 to 2015 had a 

deterioration in the per capita GDP, which was equivalent to 43,75%. Even if Greece 

still remained at the top of Balkans and Black Sea countries in terms of living standards, 

the country also experienced a tremendous consolidation in its economy. On the other 

hand, many of the Black Sea countries actually enhanced their living standards from 

2007 to 2015 such as Armenia, Georgia, and Moldova while other countries 

experienced stangation but only Ukraine had a deterioration in its livings standards, 

similar to Greece. 

As far as Europe and United States are concerned, Greece was never very close to 

European’s or USA’s average per capita GDP through these years, but nowadays, 

Greece has the largest discrepancy of all those years. Specifically, the living 

conditions of Greece are so far behind the European’s average that the average per 

head GDP for Greece is almost the half of that of an average European in 2016. 

Furthermore, with regard to the USA, the discrepancy is even larger since Greece’s 

average per capita GDP is just the one-third of the income of an average American. 
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4.6 Relationship between Economic Growth and Economic Freedom  

 

Economic freedom and Economic Growth 

 

Source: Economic Freedom of the World:2016 Annual Report 

 

As far as the relationship of economic freedom with economic growth is concerned, 

according to Gwartney et al (2016), economic freedom seems to affect economic 

growth significantly positively. This can be proved by the above bar graph where it is 

obvious that the most free countries have the highest levels of prosperity in terms of 

real GDP growth rate between the years 1990 and 2014. In more detail, as it seems by 

the bar graph, the much higher than the average levels of economic freedom, seem to 

induce greater results in terms of economic growth. However, a bit above average does 

not make much difference from the countries that are a bit below average.  

Nevertheless, the countries with the lowest levels of economic freedom which are far 

below average, have significantly lower growth rates than the countries that are close 

to average levels of economic freedom. Therefore, the countries that will surpass from 

the very low levels of economic freedom to the average, will present the largest 
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difference in economic growth terms. On contrary, the transition from the low average 

levels of economic freedom to a bit higher than average levels of economic freedom 

will almost make no difference in terms of economic growth. However, reaching from 

the average levels of economic freedom to the highest levels, this transition will be 

associated with visible results in terms of economic growth. Nonetheless, the changes 

in terms of economic growth will not be that high as the changes associated with the 

transition from the lowest levels of economic freedom to the medium ones. 

 

4.6.1 Relationship between Economic Growth and Economic Freedom in 

Greece (Regression Analysis) 

 

Regarding the relationship between economic growth and freedom, in the case of 

Greece, according to the literature review, economic freedom does not seem to be the 

cause of the negative results of the country, since other factors can also affect growth 

but in that specific case, the deterioration in economic situation of the country, seemed 

to affect the Economic Freedom Index due to the fact that specific crisis’ policies had 

to be implemented as have already been mentioned in previous part of this chapter, in 

order the International Monetary Fund to proceed in offering the next installment of the 

loan. However, the econometric results for the period 2001-2014, indicate that both 

growth affected economic freedom but also economic freedom affected growth. 

Nevertheless, the statistical significance, that economic growth affected economic 

freedom is higher in the specific case of Greece. 

  

Econometric analysis with Economic Growth as the dependent variable  

The relationship that is tested in this part of the essay is the following: 

𝑒𝑐𝑜𝑛𝑜𝑚𝑖𝑐_𝑔𝑟𝑜𝑤𝑡ℎ𝑡

= 𝛼 + 𝛽1𝑈𝑛𝑒𝑚𝑝𝑙𝑜𝑦𝑚𝑒𝑛𝑡𝑡 + 𝛽2𝐹𝐷𝐼𝑡

+ 𝛽3𝑓𝑟𝑎𝑠𝑒𝑟_𝑒𝑐𝑜𝑛𝑜𝑚𝑖𝑐_𝑓𝑟𝑒𝑒𝑑𝑜𝑚𝑡 + 𝑒𝑡 

Where t stands for time and e is an error term 
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FDI22 (data from Worldbank) is measured in millions of $ of foreign direct investment 

whereas Fraser Economic Freedom Index (data from Fraser Institute website) is 

measured on a scale from 1 to 10, with 10 corresponding to the less constrained and 

most free economy. Unemployment (Worldbank) has been calculated and provided in 

percentage terms while finally, the economic growth indicator is the real GDP growth 

rate (%) (data also from Worldbank website). 

We have a first look at the results got when running the regression above: 

Results from Regression on Economic Growth 

Regressor Coefficient 95% Conf. Interval 

Unemployment -0.059 [-0.463  , 0.346] 

FDI -3.841e-10 [-1.70e-09  ,  9.27e-10] 

Fraser Economic 

Freedom** 

14.641** [0.198 , 29.084] 

*=significant at 10% S.L.23, **=significant at 5% S.L., ***=significant at 1% 

S.L. 

 

We have tested a time series model (for the period 2001-2014 in Greece) where 

economic growth (measured by real GDP % growth) is explained by unemployment, 

FDI and Fraser Economic Freedom. We hypothesize that lower unemployment, higher 

FDI levels and higher levels of the Fraser Institute Index are associated with higher 

level of economic growth over time. We have chosen a time series type of econometric 

model since time effects should be taken into consideration. 

Also using robust standard errors to account for heteroscedasticity, we find, that the 

Fraser Economic Freedom Index to be significant at 5% S.L.  

In more detail, an increase of one point in the index of economic freedom from Fraser 

Institute is associated with 14,6% increase in economic growth on average for the 

period 2001-2014 in Greece.  

                                                           
22  FDI measures the total investments that are taken place in one country and are derived from 
individuals or companies from other countries 
23 S.L is abbreviation for Significance Level 
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A high R-squared statistic value of 57.63, meaning that 57.63% of the variances in 

economic growth(dependent variable) are explained by the independent variables, 

makes us more confident about the validity of this result. 

Therefore, in the case of Greece, the levels of economic freedom seems to influence 

significantly the economic growth of the country.   

 

 

 

Econometric analysis with Economic Freedom as the dependent variable  

 

In this part of the essay, the opposite relationship (with economic freedom as the 

dependent variable) will be tested as well since from the theoretical part of the essay, it 

is expected, this relationship to be significant as well. 

Results from Regression on Economic Freedom 

Regressor Coefficient 95% Conf. Interval 

Unemployment** -0.010** -0.0195 ,  -0.001 

FDI 3.05e-11 -3.21e-11 ,   9.31e-11 

Economic Growth***   24 0.029*** 0.0151  ,  0.043 

*=significant at 10% S.L, **=significant at 5% S.L, ***=significant at 1% S.L. 

 

The relationship that is tested is the following: 

𝑓𝑟𝑎𝑠𝑒𝑟_𝑒𝑐𝑜𝑛𝑜𝑚𝑖𝑐_𝑓𝑟𝑒𝑒𝑑𝑜𝑚𝑡

= 𝛼 + 𝛽1𝑈𝑛𝑒𝑚𝑝𝑙𝑜𝑦𝑚𝑒𝑛𝑡𝑡 + 𝛽2𝐹𝐷𝐼𝑡 + 𝛽3 𝐸𝑐𝑜𝑛𝑜𝑚𝑖𝑐_𝐺𝑟𝑜𝑤𝑡ℎ𝑡

+ 𝑒𝑡 

Where t stands for time and e is an error term 

It is tested again a time series model (for the period 2001-2014 in Greece) where in this 

case, economic freedom by Fraser Institute (measured on a scale of 0 to 10) is explained 

                                                           
24 One star means that it is significant in 10% , two start in 5% and 3 stars in 1%. No stars means, that 
the variable is statistically insignificant 
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by unemployment, FDI and Economic Growth. This time, we hypothesize that lower 

unemployment, a higher FDI levels and higher rate of economic growth are associated 

with higher level of economic freedom over time. It is again chosen a time series type 

of econometric model for the same reason with before, namely, that time effects should 

be taken into consideration. 

Also, using robust standard errors to account for heteroscedasticity, this time is found, 

as expected, that the Fraser Economic Freedom Index to be significant at 1% S.L.  

In more detail, regarding the interpretation of the variables, 1% increase in economic 

growth is associated with 0.029 increase in points, on average, in the Fraser Institute 

Index of economic freedom and 1% increase in unemployment is associated with 0.01% 

decrease in economic freedom index.  

Finally, the R-squared statistics are 0.6676 which means that 66.76% of the variability 

in the economic freedom index can be explained by the independent variables, thing 

that makes us more confident about the validity of this result. 
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Chapter 5: Policy Recommendations 

5.1 Introduction 

 

In this chapter, measures to promote economic freedom and growth simultaneously in 

the Greek case will be proposed and discussed. The recommendations will be built on 

the results of chapter 4 and the analysis using the EFW index (considered as the most 

accurate one). Interaction with literature review will also be presented. 

5.2 Policies for simultaneous economic freedom and growth promotion in 

Greece 

 

To begin with, revising, modifying and improving the economic freedom performance 

of Greece is not an easy task due to the constraints placed by the International Monetary 

Fund (IMF) by their suggested policies to follow. Mainly, this means that the large size 

of government from a taxation perspective is difficult to be altered due to the control 

level of IMF on that. However, there is still space on improvement on other components 

of the Greek government size, as for instance money social transfers and subsidies. 

Chapter 4.3.2 already presented some IMF proposals and measures taken moving 

towards that direction.  

Revising the pension system would be another sensible policy working in favor of 

economic freedom.  Adjusting the aforementioned from a public pension fund to private 

pension funds would reduce governmental interference on the markets and should 

promote economic freedom consequently. Private pension funds have as their defining 

element the freedom of individuals to manage their wealth and investment by 

themselves, something corresponding to economic freedom by definition. This policy 

could only have a long-term character though since pensions for the retired people are 

paid by the funds of the working ones. The adjustment to a private and more 

economically free pension system is only plausible in the long-term therefore, with an 

unescapable opportunity cost in the short-run as the Greek government would have to 
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compensate for these losses. This is after all the main drawback of this suggestion: the 

fact that it is not feasible in times of crisis as at the moment.   

Conscription time should also be reduced, considering the country’s score of 3 (EFW, 

2014) compared to the 10 of advanced European economics such as France or Germany 

(which means that conscription is not enforced). Even if a drastic score improvement 

was not achievable, a small scale one would also be beneficial for the economy as it 

would reduce size of government, increase labor freedom and therefore promote 

economic growth even at a time span of 9 months. Reducing conscription would relief 

the government from personnel expenses while this labor transferring to the private 

sectors should simultaneously coexist with a productivity boost on that. Thus, a policy 

as such would promote both economic freedom and growth in the country. 

In terms of labor regulations, hiring and dismissal constraints are also currently 

restricting the owners’ control degree on their private companies, harming economic 

growth as a consequence. Regulations of such type have been implemented to protect 

and provide employers with a minimum security. Abolishing them may be argued as a 

measure promoting inequality therefore. However, the system at its current state leads 

a large amount of companies to declare insolvency due to having to bear all these labor 

cost. Hadn’t that been the case, the private sector would have had an additional chance 

and flexibility to recover. By being freer in terms of handling labor, the economy would 

therefore benefit as a result since economic growth would be promoted. 

Finally, a crucial sector with plenty space of improvement in terms of economic 

freedom and growth development is the legal system one. This is highly affected by the 

slow and ineffective bureaucratic procedures at the moment, as well as the corruption 

and favoritism which are currently dominant components of Greece’s legal 

environment. Despite considered an independent body, political forces and individuals 

can highly affect the impartiality of the judiciary and influence their judicial decisions, 

as already explained in a previous chapter of the essay. Time-inefficiency costs and 

extremely high cash costs for private rights claiming are the main reasons behind this 

poor implementation of conventions.  

Therefore, it is critical for the country to promote some radical changes in that sector. 

Specifically, sanctions for time inefficiencies should be developed, no matter how strict 

they may look. Flexibility in proceeding with a denunciation to a seemingly biased 
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judicial decision also needs to be encouraged. Additionally, independent examination 

committees have to be established in order to investigate such cases of probable biases 

in the judicial decisions. Sanctions and even job firings should be easily applied to such 

judges found to be partially favor one side. I have purposely highlighted the radicalism 

of these measures, as only with such level of strictness the country would be able to 

eradicate the corruption in judiciaries. 

In conclusion, the fundamentality of the legal system for a country, both politically and 

economically, suggest that it is not possible to have a sound economic system without 

some serious improvements on that. Biased and corrupted legal systems encourage 

people to act in insidious manners instead of promoting and rewarding productivity, 

and thereby it is very detrimental for an economy. Therefore, significant adjustments 

should be made on the Greek legal system since the existence of a sound legal system 

is a critical premise for a sound economic system. 
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Chapter 6: Conclusion 

 

 

 

6.1 Introduction 

 

In this part, a comprehensive summary of the main conclusions of this paper will be 

presented, discussing the research’s mains findings regarding the economic growth and 

freedom performance of the country of interest, Greece, their relationship and its 

implications. 

6.2 Comprehensive Review and main Conclusions of the Paper 

 

Consulting the Heritage Foundation Index, we firstly analyzed the transformation of 

Greece from a best performing country in terms of economic freedom around 2001 in 

Balkans to the worst performer in the latter region during the latest years. Despite 

keeping up with the European pace in the beginning of the century, the country did not 

manage to follow in the years to come, especially during the last decade. Greece did 

not have any improvement in its Heritage score but actually a large depletion in its 

levels of economic Freedom until 2016. The country was classified as the worst 

performer in Balkans and the second worst performer in the Black Sea, when at the 

same time the divergence from EU’s and USA’s standards was vast. However, even if 

Greece’s overall performance seems to be uncompetitive considering the region 

average, the same does not hold with the sectoral analysis. Greece is actually very 

competitive with the Balkan and Black Sea’s-10 countries in most of the components 

sectors and even with USA and Europe in some (two) of them. The main, profound 

conclusion was that the “Government Spending” component, where Greece was ranked 

with zero affected dramatically the country’s overall score. 

The Heritage Foundation Index was found to involve some serious contradictions to the 

Fraser’s Institute one though. Namely, even if momentarily decreases and deviations in 



80 | P a g e  
 

economic freedom were the case for the 2001-2014 period25, Greece is estimated to 

have a slight increase in its overall levels of economic freedom in this time span. In 

more detail, in 2014, Greece is classified by the EFW as the 5th best performance in 

terms of economic freedom among the ten countries of the Black Sea and the 7th best 

among the twelve Balkan countries26. As far as the comparison between Greece and 

USA is concerned, both indices support a significant discrepancy between Greece’s and 

USA’s standards of economic freedom for this same period. Still, according to the 

Fraser’s Institute Index, this divergence is not as large as indicated by the Heritage 

Foundation Index. 

The differed results dictated by the two indices can be explained by variations in the 

weighting scheme used, as well as the integration of additional components in the index 

of the EFW. For instance, “Sound Money” comprises 20% the EFW index, double the 

weight of the analogous area of the Heritage Foundation Index, “Monetary Freedom”, 

which constitutes just 10% of this. Greece has a pretty high score in the area of sound 

money, but a different weight to that is provided by each index. Even in areas such as 

government size where weights are equal, there are actually some variations in the 

results of the two indices. For instance, the size of Government of the Heritage 

Foundation Index (measured by the two variables “Government Spending” and Fiscal 

Freedom) comprises 20% of the index, a value similar to the “Size of Government” 

variable of EFW. Still, deviations in the emphasis given by each index occur since EFW 

involves some additional sub-variables and different measurement techniques in that 

sector, resulting to a small deviation in the score results in that component as the 

empirical analysis illustrated. 

Evaluating all this, it is apparent that measurement of economic freedom is complex, 

indices are not 100% objective (even the two most dominant among economists) and 

space for further improvement by relaxing some assumptions or including different 

variables is evident. 

Specifically for Greece, such variations in the score provided by each index are 

enlarged due to the current crisis and the relevant austerity measures implemented. 

These have had both positive and negative effects on economic freedom. The size of 

                                                           
25 2014 is the most recent year published by the EFW index 
26 Kosovo is not included 
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government was increased relative to taxation (which became significantly higher). On 

the other hand, recession measures also decreased the size of the government in some 

cases since the governmental intervention regarding wealth redistribution was highly 

reduced. In addition, plenty of regulations were enacted, having as a result to enhance 

the flexibility in the market and the associated competition.  

This further confirms that the two indices evaluate those changes differently. The 

Heritage Foundation Index is stricter in the sense that drawbacks outweigh the benefits 

of those measures, while EFW considers the positive effects of those measures to  

slightly outweigh their negatives in terms of economic freedom. 

However, even if the two indices have a different measurement of economic freedom, 

in basic lines, they come into agreement regarding the areas where the principal flaws 

of Greece are found. Analytically, both indices identify serious issues in the 

government intervention sector, as well as the country’s legal system.  

Regarding the former, taxation in the country is extremely high and the total 

government expenditures exceed the 50% of the country’s GDP. However, such high 

taxation levels are an aftermath of the crisis in the country, and cannot be modified at 

this point in time.  

As far as the legal system of Greece is concerned, the serious issues of the Greek legal 

system are easier to touch and revise through the implementation of some drastic 

measures, as those recommended in chapter 5. Corruption and favoritism are prevalent 

phenomena in the Greek judiciaries, constrain meritocracy and prevent the law from 

functioning properly and robustly.  The absence of meritocracy results to productivity 

not being rewarded as should. Consequently, productivity levels are harmed 

significantly by legislation encouraging people to act in insidious ways rather than 

fruitful ones. Other than corruption, the Greek bureaucratic system is also highly 

ineffective something illustrated in the process required in order to run a lawsuit, for 

instance, where bureaucratic procrastination and high lawsuit costs impede the process 

of justice and deaccelerate the process. As a final repercussion, property rights were 

explained to not be stable and solid. Such issues do not only hamper the country’s 

economic freedom but also its growth: the current system discourages productivity, 

being deterrent to the economy’s growth. 
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As far as the economic development of the country is concerned, Greece experienced 

growth rates of approximately 32% in the period 2001-2008 according to the real GDP 

growth indicator, a level slightly higher than the EU’s average and significantly higher 

than USA’s one. Still, the Black Sea-10 and Balkan countries experienced an even 

higher growth rate which was equivalent to almost 80% and 40% correspondingly. 

Furthermore, from the period 2008 to 2015, Greece experienced a big depletion in its 

growth rate equal to 27%., contrary to all the aforementioned regions which presented 

growth of 10% or higher during the same period. 

It is quite remarkable though that even if Balkans and Black Sea experienced so much 

higher growth rates in that period of 2001-2015, Greece was the 2015 top performer 

among the Black Sea-10 countries and the second-best  among the Balkan ones in terms 

of standards of living, according to the GDP per capita in PPP indicator. However, the 

country is still far behind in terms of living standards from the EU average and even 

further than the USA’s average. 

As far as the relationship between economic freedom and economic growth is 

concerned, we built on literature research to hypothesize that economic freedom and 

growth may share a two-way relationship. This hypothesis summarizes the main 

findings of literature, where a controversy holds about the dimensions of economic 

freedom’s impact on economic growth. Many researchers have supported that certain 

components of economic freedom affect growth to a larger extent than others, while 

some of them may even have a negative relationship to economic growth such as the 

“Freedom of Trade” component (Carlsson and Lundström, 2002).  

We agree with past researches (e.g. Justesen, 2006 and Dawson, 2003) on the “Size of 

Government” being significantly affected by economic growth. This results from both 

the empirical and the econometric analysis conducted for the Greek case in the paper. 

In more detail, economic freedom was found as the mostly significant indicator in the 

economic growth regression for the country in the period of 2001-2014. Reversely, the 

impact of economic growth on economic freedom was concluded to be similarly mostly 

significant and possibly even higher in terms of scale. This can be explained by the 

radical effect IMF-dictated measures and policies had on levels of economic freedom 

from 2007 and onwards. 
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Overall, we conclude that economic freedom is not easily measurable and friendly for 

analysis. This has become obvious considering discrepancies in the results when 

different indices are used, even while being widely accepted among economists. In 

simple words, measurement processing has not been perfected yet. As Lawson (2006) 

said, the attempt to count economic freedom in our days is similar to the endeavor to 

measure GDP in the early 1900s. Everybody knew there was economic activity in the 

markets, but they were struggling to identify how to measure it. Similarly, economic 

freedom is one of the most frequently terms among economist. Still, its measurement 

process has not been perfected yet, same as GDP was not a quantifiable term during the 

early 1900s. 

Despite such imperfections, internal and external validity of the results is still quite 

valuable in the understanding of a country’s economy mechanisms and should not be 

overlooked and disregarded in any case. Analysis has been methodical and robust, 

dataset has been complete and up-to-date and econometric models have typically shown 

R-squared values of 50% or larger. Even if the determinants of economic freedom and 

growth have not been absolutely complete, and further improvement could be 

succeeded through additional work on measurement techniques, this paper confidently 

concludes with evidence on a strong relationship sharing between the two, same as with 

the vast majority of the literature. In addition to that, according to the literature, Greece, 

in future is expected to increase its economic freedom levels, since according to Haan, 

Sturm and Zandberg (2009), who investigated the effects of economic crisis on 

economic freedom, they concluded that even if the aftermath of an economic crisis is a 

decline in the levels of economic freedom in short term, this changes in long term. 
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Appendix 

 

Economic Freedom in every area of the Fraser Institute Index for Greece 

between the years 1970 and 201427 

Table 1 

Year 2014 2013 2010 2005 2000 1990 1980 1970 

Economic Freedom 

Summary Index 

6,93 6,88 6,80 7,38 6,93 5,95 5,72 6,47 

Government 

Consumption 

5,28 5,32 4,82 6,71 6,57 6,69 7,44 8,52 

1A data 22,05 21,90 23,60 17,17 17,67 17,25 14,69 11,03 

Transfers and 

subsidies 

3,87 3,87 4,05 5,35 5,23 4,55 8,59 9,61 

1B data 22,98 22,98 22,33 17,55 18,00 20,50 5,69 1,94 

Government 

enterprises and 

investment 

7,00 7,00 8,00 10,00 4,00 4,00 4,00 6,00 

1C data 23,32 23,32 18,28 13,64 35,80 37,50 32,00 28,40 

Top marginal 

income tax rate 

4,00 5,00 6,00 5,00 5,00 4,00 3,00 
 

1Di data 46,00 46,00 40,00 40,00 42,50 50,00 60,00 
 

Top marginal 

income and payroll 

tax rate 

1,00 2,00 6,00 5,00 3,00 4,00 
  

1Dii data 63,00 64,00 40,00 40,00 49,50 50,00 
  

Top marginal tax 

rate 

2,50 3,50 6,00 5,00 4,00 4,00 3,00 
 

Size of Government 4,66 4,92 5,72 6,77 4,95 4,81 5,76 8,04 

Judicial 

independence 

4,68 4,43 3,89 5,63 6,35 
   

Impartial courts 3,20 2,85 2,98 5,45 5,68 
   

Protection of 

property rights 

5,02 4,84 5,77 7,24 4,83 
   

                                                           
27 Green indicates each one of the 5 main sectors and above are the areas of each sector 
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 Military 

interference in rule 

of law and politics 

8,33 8,33 8,33 7,64 6,67 
   

Integrity of the legal 

system 

7,50 7,50 7,50 7,50 5,00 
   

Legal enforcement of 

contracts 

4,13 4,13 4,13 4,13 
    

Regulatory 

restrictions on the 

sale of real property 

8,01 8,01 5,72 8,27 
    

Reliability of police 5,63 5,63 5,03 6,69 
    

Business costs of 

crime 

6,66 6,51 6,26 8,12 
    

Legal System & 

Property Rights 

5,91 5,80 5,51 6,74 5,70 6,76 5,57 5,53 

Money growth 9,84 9,06 9,99 9,10 8,70 7,05 7,94 9,63 

3A data -0,80 -4,69 -0,07 4,49 6,52 14,74 10,30 1,83 

Standard deviation 

of inflation 

9,24 9,29 9,62 9,85 9,21 9,05 9,06 9,56 

3B data 1,90 1,78 0,96 0,37 1,97 2,37 2,35 1,09 

Inflation: Most 

recent year 

9,74 9,82 9,06 9,29 9,37 6,47 6,46 9,22 

3C data -1,31 -0,92 4,71 3,56 3,17 17,67 17,69 3,91 

Freedom to own 

foreign currency 

bank accounts 

10,00 10,00 10,00 10,00 10,00 5,00 5,00 5,00 

Sound Money 9,70 9,54 9,67 9,56 9,32 6,89 7,12 8,35 

 Revenue from trade 

taxes (% of trade 

sector) 

9,82 9,64 9,63 9,59 9,78 9,60 7,87 6,87 

4Ai data 0,28 0,54 0,55 0,62 0,33 0,60 3,20 4,70 

Mean tariff rate 8,94 8,90 8,98 9,46 9,78 8,52 8,24 
 

4Aii data 5,30 5,50 5,10 2,70 0,33 7,40 8,80 
 

Standard deviation 

of tariff rates 

6,54 6,22 6,41 6,13 8,24 7,12 
  

4Aiii data 8,64 9,46 8,98 9,67 4,40 7,20 
  

Tariffs 8,43 8,25 8,34 8,39 9,18 8,41 8,05 6,87 

 Non-tariff trade 

barriers 

6,86 6,64 6,82 7,10 7,95 
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Compliance costs of 

importing and 

exporting 

9,42 8,03 6,93 6,93 9,50 
   

 Regulatory trade 

barriers 

8,14 7,34 6,87 7,01 8,73 
   

Black market 

exchange rates 

10,00 10,00 10,00 10,00 10,00 9,40 8,60 9,60 

Foreign 

ownership/investme

nt restrictions 

5,82 4,58 4,89 6,49 8,91 
   

Capital controls 3,85 3,85 3,85 3,85 7,69 2,00 2,00 2,00 

Freedom of 

foreigners to visit 

5,87 5,87 6,42 6,40 
    

         

Controls of the 

movement of capital 

and people 

5,18 4,77 5,05 5,58 8,30 2,00 2,00 2,00 

Freedom to trade 

internationally 

7,94 7,59 7,57 7,75 9,05 6,60 6,22 6,16 

Ownership of banks 8,00 8,00 8,00 8,00 5,00 5,00 2,00 2,00 

Private sector credit 7,65 8,12 0,00 6,20 8,02 3,90 4,73 4,70 

Interest rate 

controls/negative 

real interest rates) 

10,00 10,00 10,00 10,00 10,00 8,00 6,00 8,00 

Credit market 

regulations 

8,55 8,71 6,00 8,07 7,67 5,63 4,24 4,90 

Hiring regulations 

and minimum wage 

5,57 5,57 5,57 5,60 4,07 
   

Hiring and firing 

regulations 

3,39 4,37 3,27 2,93 2,33 4,81 
  

Centralized 

collective bargaining 

3,53 5,32 3,51 3,48 4,17 4,49 4,49 4,49 

Hours Regulations 6,00 4,00 4,00 3,30 6,35 5,45 6,33 6,33 

Mandated cost of 

worker dismissal 

5,51 5,51 7,76 7,78 
    

Conscription 3,00 3,00 3,00 1,00 0,00 0,00 0,00 0,00 

Labor market 

regulations 

4,50 4,63 4,52 4,01 3,38 3,69 3,61 3,61 
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Administrative 

requirements 

2,33 2,41 2,24 2,79 6,98 
   

Bureaucracy costs 5,09 5,09 5,09 4,51 6,40 
   

Starting 

a  business 

9,56 9,56 9,39 8,20 4,08 
   

Extra 

payments/bribes/fav

oritism 

3,86 4,37 3,77 6,22 5,65 
   

Licensing 

restrictions 

8,89 8,90 8,16 8,04 
    

Tax compliance 7,84 7,84 7,49 7,04 
    

Business regulations 6,26 6,36 6,02 6,13 5,78 
   

Regulation 6,44 6,56 5,51 6,07 5,61 4,66 3,93 4,25 

 

Source: data from the official site of Fraser Institute 

 

Economic Freedom by EFW index from 1970-2014 period in Greece 

Table 2 

Greece Years 

2014 6,93 

2013 6,88 

2012 6,66 

2011 6,68 

2010 6,8 

2009 6,98 

2008 7,12 

2007 7,34 

2006 7,29 

2005 7,38 

2004 7,26 
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2003 7,32 

2002 7,01 

2001 6,81 

2000 6,93 

1995 6,4 

1990 5,95 

1985 5,1 

1980 5,72 

1975 5,82 

1970 6,47 

 

Source: http://www.freetheworld.com/ 
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