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1 Introduction 
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1 The index is discussed in detail in section 2. 
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2 Sources: Gwartney et al. (2015) (A–C); CIA fact book (D and F), United Nations Development Programme 

(E), and Standardized World Income Inequality Database 4.1, Solt (2008) (G). 
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2 The dimensionality of economic freedom and its 

relationship to prosperity 
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3 For overviews of the economic and social consequences of institutions and policies characterized by 

economic freedom, see Hall and Lawson (2014) and Berggren (2003). 
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4 In fact, the first two reports (EFW 1975-95 and EFW 1997) had four dimensions, and the next three (EFW 

1998/99, EFW 2000, and EFW 2001) had seven. The current five-dimensional structure was established with the 

2002 edition (I thank Bob Lawson for this information)  
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5 While neither of these dimensions has a strikingly high correlation with aggregate economic freedom, a 

simple linear combination can explain 93 percent of aggregate economic freedom. 
6 Leschke (2000) concludes that it does not suffice for governments to refrain from intervening in the market 

process, but that it is “even more important that governments design an adequate institutional framework for the 

market (regulation by general rules and principles)” (p. 277). Such a framework would include “a stable inflation 

rate, the rule of law, legal security of ownership rights, viability of contracts, and guarantee of political liberties” 

(p. 277). 
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7 As discussed by Bergh and Henrekson (2011), the pattern in these studies also fits well with standard neo-

classical growth models in which government size does not affect long-run growth rates, but changes in taxes 

and government spending do affect growth during the transition from one steady state to another. 



 

3 Two types of big government 
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8 On the impact of Hayek’s book (and for a critique), see Komlos (2017). 
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9 The distinction was first introduced by Bergh (2016). 
10 See, for example, Gustafsson, Stephan, Hallman, and Karlsson (2016), who documented a lack of long-term 

positive performance effects of innovation subsidies. 



  



 

4 The Hayekian welfare state: Examples from Sweden 
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11 In addition to Lindbeck (1997), see also Henrekson (1996). 



4.1 Pensions in Sweden 
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12 The political economy perspective on pensions is also seen to be empirically valid; see Breyer and Craig 

(1997). 

 





5. Conclusion: How Sweden avoided the “road to serfdom” 
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13 Norway is typically not mentioned, probably because its success is attributed to its oil reserves. Discovering 

highly valuable natural resources is, however, no certain path to prosperity. In fact, as noted by Mehlum et al. 

(2006), in the absence of high-quality institutions, natural resources may lead to corruption, conflicts, and even 

civil war.  
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