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Appendix A. Picking indicators 
 
 Developing indices has become a growth industry. The review by the Quality of 
Government Institute (Teorell and others 2009) lists 82 sources, most with multiple sub-
indicators. The indexes are collected for different purposes and they measure different things. 
The indicators are quantitative, qualitative, objective, subjective, descriptive and abstract. 
 
 To narrow the set of indicators, we used the following criteria: 
a) The indicator is comprehensive in the number of countries included. 
b) The indicator uses comparable data across countries to insure comparability. 
c) The indicator has been used consistently over a long time period to insure comparability 

across years. 
d) The indicator is related to measures of individual freedom, whether in the economic, political 

or social realm. The best measures relates to whether individual choice is constrained such 
that the individual cannot make optimal choices of where to live, where to work, whether to 
open a business, whom to associate with, and what to produce or what to buy. 

e) The indicator is described sufficiently well so we know what it measures and be able to 
replicate the measure if necessary. This is particularly important should there be a need to 
interpolate or extrapolate beyond the available data. 

 
Our selection was greatly aided by the data compilation made available by the Quality of 

Government Institute. Our included measures were: 
 

Economic freedom: The Heritage Foundation Index of Economic Freedom is available from 
1994-2006; we used the closest value to the year. The Index is the average of nine subindexes, 
each of which varies between 0 (least free) to 100 (most free): 

• Business freedom: Ease of starting or closing a business  
• Trade freedom: Levels of tariff and nontariff barriers 
• Fiscal freedom: Marginal tax rates on personal and corporate income and total taxes as a 

fraction of GDP  
• Freedom from government: State-owned enterprises and government expenditure as a 

share of GDP 
• Monetary freedom: Inflation rates and the imposition of price controls 
• Investment freedom: Quality of investment climate for both foreign and domestic 

investors 
• Financial freedom: Regulations on banking and other financial institutions  




































