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The  Heritage  Foundation/Wall  Street  Journal   Index   of  Economic  Freedom   measures 
countries against a list of 50 independent variables divided into 10 broad factors of economic 
freedom: (i) trade policy, (ii) fiscal burden of government, (iii) government intervention in the 
economy, (iv)  monetary policy, (v)  capital flows and foreign investment, (vi) banking and 
finance, (vii) wages and prices, (viii) property rights, (ix) regulation, and (x) informal market 
activity.12  Each factor is graded according to a unique scale, which runs from 1 to 5: A score 
of  1  signifies  an  economic  environment  or  set  of  policies  that  are  most  conducive  to 
economic freedom, while a score of 5 signifies a set of policies that are least conducive to 
economic freedom.13  Finally, the 10 factors are added and averaged, and an overall score is 
assigned to a country. The index is available from 1995 (Miles et al., 2006). 

 
Table  12  shows  the  scores  of  selected  ASEAN  economies  in  2006.  In  particular,  the 
Philippines scored poorly with respect to property rights and regulation. The variables for 
property  rights  included:  freedom  from  government  influence  over  the  judicial  system, 
commercial code defining contracts, sanctioning of foreign arbitration of contract disputes, 
government expropriation of property, corruption  within the judiciary, delays in receiving 
judicial decisions and/or enforcement, and legally granted and protected private property. A 
score of 4 indicates a low level of protection; i.e., property ownership weakly is protected; 
court system is inefficient; corruption is present; judiciary is influenced by other branches of 
government; and expropriation possible. 

 
 

Table 12: Index of Economic Freedom, Selected ASEAN Economies, 2006 
 

 
 

Country 
 

 

 
Rank 
(out of 
157) 

 
 
2006 
Score 
 

 
 
1          2          3          4          5          6          7          8          9 10 1995 

Score 
 

 
Cambodia 68 3.0 4.0       2.3       2.5       1.0       3.0       2.0       2.0       4.0       4.0       5.0 3.7 

 
Indonesia           134 3.7 3.0 4.1       3.5       3.0       4.0       4.0 3.0       4.0       4.0       4.5 3.5 

 
Lao PDR 149 4.1 4.5       3.8       1.5       4.0 4.0       4.0       4.0       5.0       5.0       5.0 4.5 

 
Malaysia 68 3.0 2.5       3.3       3.0       1.0       4.0       4.0       3.0       3.0       3.0       3.0 2.5 

 
Myanmar 155 4.5 5.0       3.6       3.5       4.0 5.0       5.0       4.0       5.0       5.0       4.5 4.4 

 
Philippines 98 3.2 2.5       3.8       2.0       2.0       4.0       3.0       3.0       4.0       4.0       4.0 3.4 

 
Singapore            2 1.6 1.0 2.1       3.5       1.0       1.0       2.0       2.0       1.0       1.0       1.0 1.7 

 
Thailand 71 3.0 3.5       3.4       2.5       1.0       4.0       3.0       3.0       3.0       3.0       3.5 2.5 

 
Viet Nam 142 3.9 4.5       3.9       3.5       2.0       4.0       4.0       3.0       5.0       5.0       4.0 4.6 

 
Notes: Columns 1-10 (1) refer to the scores for the following broad factors of economic freedom: (1) 
Trade; (2) Fiscal Burden; (3) Government intervention; (4) Monetary policy; (5) Foreign investment; 
(6) Banking; (7) Wages and prices; (8) Property rights; (9) Regulation; and (10) Informal market. 
Interpretation of scores: Free—countries with an average overall score of 1.99 or lower; Mostly Free— 
countries with an average overall score of 2.00 to 2.99; Mostly Unfree—countries with an average 
overall score of 3.00 to 3.99; and Repressed—countries with an average overall score of 4.00 or higher. 
Source: Miles et al. (2006). 

 
The report noted the Philippines’ “slow judicial system, hampered by lack of funding and an 
insufficient number of judges to handle court cases … and a series of contract reversals” (p. 
320) especially from 2002 that further undermined the security of contractual arrangements. 
Both  are  viewed  as  serious  disincentives  to  foreign  investment.  Also,  its  2006  score 
represented a worsening compared to its 1995 score of 3. 

 
 

12 Appendix 2 lists the relevant variables for the 10 broad indicators of economic freedom. 
13 See Appendix 3 for the interpretation of scores for selected factors of the index of economic 
freedom. 
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