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Chapter 1 
Economic Freedom of Canada  
and the United States

Economic Freedom and the Index

Economic Freedom of North America is an attempt to gauge the extent of the restric-
tions on economic freedom imposed by governments in North America. The index 
published here measures economic freedom at two levels, the subnational and the 
all-government. At the subnational level, it measures the impact on economic free-
dom of provincial and municipal governments in Canada and of state and local gov-
ernments in the United States. At the all-government level, it measures the impact of 
all levels of government—federal, provincial/state, and municipal/local—in Canada 
and the United States. All 10 provinces and 50 states are included. [1] 

The study examines the impact of economic freedom on both the level of eco-
nomic activity and the growth of economic activity. The econometric testing presented 
in this publication shows that in Canada and the United States economic freedom fosters 
prosperity and growth. Economic freedom increases the affluence of individuals. This 
finding is consistent with other studies of economic freedom. [2] The results are highly 
significant and remarkably stable through a number of different sensitivity tests.

The majority of US states have high levels of economic freedom and prosperity 
but Canadian provinces are poorly positioned to benefit from economic freedom. 
With the exception of Alberta, they are all clustered at the bottom of the economic 
freedom ratings. Figures 1.1 and 1.2 (pages 4 & 5) show scores for economic freedom 
and the large differences between the US states and the Canadian provinces.

 [1] Economic Freedom of North America examines only US states and Canadian provinces due to the 
limitations of the data available for the Mexican states. Our ultimate goal, however, is to include 
all three North American nations. Chapter 4 by Nathan J. Ashley (University of Texas at El Paso) 
is a major step towards this goal although the results are preliminary and subject to revision.

 [2] See Easton and Walker, 1997; De Haan and Sturm, 2000; and related papers at <http://www. 

freetheworld.com>. For the latest summary of literature on economic freedom at an international 
level, see Doucouliagos and Ulubasoglu, 2006.
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Figure .: Summary of  Ratings at the All-Government Level
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Figure .: Summary of  Ratings at the Subnational Level
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