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TORONTO — The tragedy unfolding in VVenezuela is a result of eroding economic
freedom in that country over the past 40 years, according to a new publication released
today by the Fraser Institute, an independent, non-partisan Canadian public policy
think-tank.

“When governments reduce economic freedom, as they’ve done in Venezuela, first
under crony capitalism and more recently under crony socialism, it has disastrous
effects on the income and living standard of its people,” said Fred McMahon, the
Fraser Institute’s Dr. Michael A. Walker Research Chair in Economic Freedom and
editor of Changes in Economic Freedom in Venezuela, Ireland, and the United
States. “Economic Freedom is much more than an abstract concept to the people of
Venezuela. It’s one of the reasons their economy has collapsed and their country is in
ruin.”

McMahon returned from Caracas last month after delivering an assessment of the
country’s economic freedom at a conference of Venezuelan leaders. He witnessed
first-hand the consequences of that country’s shift away from economic freedom over
the last four decades.

In 1970, Venezuela had a per-capita GDP well above the world average and the
highest ranking in South America of economic freedom, a measurement based on the
size of a country’s government, its legal system and property rights, access to sound
money, freedom to trade internationally, and regulations.

Venezuela now ranks dead last in the world and has done so for the past five years.
The people of Venezuela are suffering runaway inflation, a lack of even basic
medicines and food, riots and soaring crime.

Two other essays in today’s publication also highlight the consequences of declines
and improvements in economic freedom among more developed nations: Ireland and
the United States. The U.S. has also become less free economically under both
Democrat and Republican administrations since 2000, and as a result GDP growth has
slowed substantially from an inflation-adjusted average of 3.4 per cent between 1980
and 2000 to 1.8 per cent since then.

Ireland, by comparison, introduced fiscal adjustments and reforms in the 1980’s and
90’s that vastly improved its economic freedom and led to its reputation as the “Celtic
Tiger,” when per-capita GDP growth averaged 7.2 per cent annually between 1994 and
2007.

“While Ireland was hit hard by the Great Recession, it has rebounded largely because
policymakers had been focussed on advancing economic freedom there in the past,”
McMahon said. “Last year, Ireland posted the highest growth rate among EU countries
and it’s on track to do so again this year.”
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The Fraser Institute is an independent Canadian public policy research and educational
organization with offices in Vancouver, Calgary, Toronto, and Montreal and ties to a global
network of think-tanks in 87 countries. Its mission is to improve the quality of life for Canadians,
their families and future generations by studying, measuring and broadly communicating the
effects of government policies, entrepreneurship and choice on their well-being. To protect the
Institute’s independence, it does not accept grants from governments or contracts for research.
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