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Abstract

This paper introduces the Global Capitalism Index (GCI), a measure of cross-national varia-
tion in market systems. The GCI conceptualizes capitalism as a multidimensional institutional
construct composed of eight subindices: Strength of Property Rights and Private Ownership,
Market-Supporting Policy, Labor Market Openness, Market Competition, Capital Market So-
phistication, Depth and Stability of the Banking System, New Business Formation and Growth,
and Free Flow of Goods and Capital. Using harmonized and internationally comparable data,
each subindex is constructed via adaptive principal component analysis. The composite index
is constructed by a second PCA using the eight subindices. We report 95 percent bootstrap
confidence intervals for every country-year score. The composite GCI covers 170 countries across
2009–2025, of which 155 are scored in every year. Annual composite coverage ranges from 158 to
169 countries depending on data availability. Individual subindices cover between 153 and 175
countries across the panel, with five countries not meeting the threshold for a composite score.
We assess internal coherence and robustness to alternative aggregation choices, and benchmark
the GCI against existing measures. We then discuss how the GCI correlates with external
variables of interest and illustrate four varieties of capitalism.
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Introduction

For decades if not centuries, scholars, civil servants, and the public have struggled for consensus
on exactly what capitalism is and how it operates. Even the scholarly scions of capitalism have
produced widely varied definitions. Milton Friedman emphasized private property and profit mak-
ing. However, he regularly fell back on amorphous concepts such as “free enterprise” or a system
of “co-ordination without coercion.”1 Joseph Schumpeter described capitalism as a system defined
by innovation and entrepreneurship. In so doing, Schumpeter focused on systemic outputs rather
than the structures that produce them.2 Nobel prize-winner Friedrich Hayek found the term ‘cap-
italism’ so difficult that he largely avoided it, preferring instead to emphasize the market-based
order.3 Widely considered the father of modern capitalism, Adam Smith emphasized private prop-
erty and the objective rule of law. Yet unlike the others, Smith explicitly focused on specialization,
competition, and markets free from interference from both public and private actors.4

The lack of consensus on capitalism among even its strongest supporters presents an important
question: is trying to define such a conflicted and amorphous concept worth the effort to do so? We
believe it is. Despite the deficient understanding of capitalism’s shape and meaning, it is a concept
that holds tremendous cultural, political, and historical authority. A rising number of academic
conferences seek to understand the economic power of capitalism and its role across geography and
time. Social and political movements often unite around shared views of capitalism, both positive
and negative. Capitalism is a controversial subject and one that spurs debate across disciplines.
The absence of a lingua franca through which to have discussions and debates means that evidence-
based conversations are impossible. Without a common model of what capitalism is and how it
works, we cannot debate its benefits and weaknesses, much less study how its components interact
to promote or hamper societal outcomes.

Recent scholarly debates on capitalism have emphasized its relationship (or lack thereof) with
democracy. There is a substantial body of literature defining democracy, but scholarly efforts to
define and measure capitalism have been difficult and fractured.5 For all his writings on economic
systems, Karl Marx rarely used the word “capitalism,” but typically referred to “bourgeois society”
or “the capitalist mode of production.”6 Several prominent scholars, including Nobel Prize-winning
economist Daron Acemoglu, even propose retiring the term altogether.7 Depending on their defi-
nitions, observers can view democracy and capitalism as either compatible or antithetical.

Understanding the material role of capitalism and its role in society requires a clear framework for
thinking about the subject itself. Much of the existing literature focuses on the extent of state in-

1Milton Friedman, Capitalism and Freedom (Chicago: University of Chicago Press, 1962), 13.
2Joseph A. Schumpeter, Capitalism, Socialism and Democracy (New York: Harper & Brothers, 1942).
3Friedrich A. Hayek, The Fatal Conceit: The Errors of Socialism, ed. W. W. Bartley III (Chicago: University of

Chicago Press, 1988), 6; see also Friedrich A. Hayek, The Road to Serfdom (Chicago: University of Chicago Press,
1944).

4Adam Smith, The Wealth of Nations (1776; repr., New York: Random House, 1965).
5Robert F. Bruner, “What Is Capitalism? Why Definitions Matter,” Bruner Blog, University of Vir-

ginia Darden School of Business, October 25, 2024, https://blogs.darden.virginia.edu/brunerblog/2024/10/
what-is-capitalism-why-definitions-matter/; Joyce Appleby, The Relentless Revolution: A History of Capital-
ism (New York: W. W. Norton, 2010); Sven Beckert et al., “Interchange: The History of Capitalism,” Journal of
American History 101, no. 2 (September 2014): 503–536; Jonathan Levy, Ages of American Capitalism: A History
of the United States (New York: Random House, 2021).

6Karl Marx, Capital: A Critique of Political Economy, vol. 1, trans. Ben Fowkes (London: Penguin, 1976).
7Daron Acemoglu, “Capitalism,” in Economic Ideas You Should Forget, ed. Bruno S. Frey and David Iselin

(Cham: Springer International Publishing, 2017), 1–3.
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volvement in the economic system. In their defining scholarship on the varieties of capitalism, Peter
Hall and David Soskice shifted the analysis from the state to the firm, arguing that national polit-
ical economies differ in how firms coordinate with workers, investors, suppliers, and one another.8

Their framework clusters countries into liberal market economies (LMEs) and coordinated mar-
ket economies (CMEs), each characterized by distinct institutional and regulatory configurations.
Although this framework provides value, it is still largely based on qualitative comparisons. The
literature lacks a systematic and quantitative measurement tool capable of capturing institutional
variation across modern capitalist systems.

The Global Capitalism Index (GCI) provides a new theory and quantitative model of capitalism.
The GCI is composed of 213 datasets across 33 domains, and 8 independent subindices. We compile
and weight all datasets from 2009 to 2025 via an adaptive principal components analysis (PCA)
methodology covering 170 countries at the composite level. Annual coverage at the composite
index level ranges from 158 to 169 countries depending on data availability. Individual subindices
cover between 153 and 175 countries across the panel, and between 123 and 175 in any given year.9

The GCI is comprised of multiple layers: individual datasets aggregate into domains, and those
collections of datasets form their respective subindex’s score. Finally, the eight subindices generate
a composite Global Capitalism Index score. We will continually update the GCI with each new
year of data available.

We view capitalism as a system that privileges the ability to deploy capital in open markets as freely
as possible, while minimizing constraints from both public and private sources. Capitalism can and
should be thought about as the combination of many different factors that may seem contradictory
on the surface. Our model of capitalism unites theoretical and empirical foundations, based on
a comprehensive examination of the existing literature (see below). This model delivers a shared
language for capitalism, but it also provides the tools to compare and investigate patterns within
the components of capitalism itself. The eight subindices are listed in Table 1 (below).

Table 1: Structure of the Global Capitalism Index

Subindex Domains Datasets

Strength of Property Rights and Private Ownership 7 31
Market-Supporting Policy 2 20
Labor Market Openness 3 13
Market Competition 3 31
Capital Market Sophistication 7 29
Depth and Stability of the Banking System 2 22
New Business Formation and Growth 6 56
Free Flow of Goods and Capital 3 11

Total 33 213

Scholars and practitioners disagree on whether capitalism is best characterized by the activities
that constitute its operation (voluntary exchange, open market pricing, private accumulation, wage

8Peter A. Hall and David Soskice, eds., Varieties of Capitalism: The Institutional Foundations of Comparative
Advantage (Oxford: Oxford University Press, 2001).

9Five countries appear in individual subindices but do not meet the 5 of 8 subindex coverage threshold for a
composite score.
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labor) or by the institutional infrastructure that makes those activities possible.10 We share the
view that voluntary exchange and market pricing are vital observable features of any functioning
capitalist economy. However, we argue that these features do not emerge or sustain themselves
spontaneously but rather depend on institutional preconditions that enable the free deployment of
capital.11

Therefore, the GCI defines and measures capitalism by assessing a system’s institutional precon-
ditions rather than its results. This reflects the GCI’s methodological commitment to, whenever
possible, measuring inputs to capitalist activity rather than the outputs that activity generates.
Outputs can arise from combinations of non-systemic factors while structural forces constitute the
system itself. A country in which voluntary exchange and open market prices occur on an isolated
or transient basis is not necessarily a capitalist economy. What determines the type of economic
system is the structure that produces, sustains, and renders predictable the outputs we associate
with it. A country that scores highly across the GCI’s eight subindices is, by construction, one in
which voluntary exchange and market pricing are highly likely to occur on a consistent and durable
basis.

Our institutional approach opens analytical space for a more nuanced characterization of market
systems. Academics and practitioners deploy conventional designations of capitalist, non-capitalist,
and “mixed economy” with abandon.12 These designations are analytically limited and do not
provide insight on which combinations of institutional features distinguish market systems from
each other. We find existing designations of “state-capitalist” or “liberal market capitalist” to be
unhelpful—“the state” does many things, and measuring capitalism by “state involvement” without
understanding what the state is doing risks conflating political designation with market structure.

In a forthcoming publication, we develop a series of market modalities that move beyond the
existing varieties of capitalism literature. We aim to create a new analytical framework that groups
capitalist systems not by state involvement in the aggregate, but rather an examination of private
sector institutions combined with a sophisticated understanding of what the state actually does
and how effective it is in doing so.13

To create the GCI, we have collected publicly accessible datasets from international organizations,
academic publications, and private sector sources, then harmonized them for analysis.14 We subject
all data to our adaptive principal components analysis process to reduce data dimensionality15 and
combine different datasets into unified measures of each element of the GCI.16

10Bruner, “What Is Capitalism?”
11Douglass C. North, Institutions, Institutional Change and Economic Performance (Cambridge: Cambridge Uni-

versity Press, 1990).
12We argue that, with a few outliers like North Korea or Venezuela, most economies are “mixed,” thus making

outright designations of “capitalist” and “non-capitalist” irrelevant.
13Initial analysis has yielded four quantitative models of capitalism: 1) Entrepreneurial Capitalism, 2) Corporate

Capitalism, 3) Institutional Capitalism, and 4) Commercial Capitalism. Forthcoming research on this subject can be
found at https://www.capitalismindex.com.

14This process is detailed in the Data Collection and Harmonization section.
15Data dimensionality reduction constitutes representing the original dataset(s) using fewer features or dimensions

while still capturing as much of the original properties as possible.
16This approach is designed to accommodate the reality that institutional dimensions of capitalism are typically

related but not identical. Often, domains within a subindex (for example, Rule of Law, Lack of Corruption, and
Contract Enforcement within the Strength of Property Rights and Private Ownership subindex) are conceptually
distinct but systematically correlated. Our index construction process does not assume orthogonality among input
variables and allows us to capture the common variance shared across correlated inputs and produces components
that reflect that shared variation while downweighting redundancy. If Rule of Law, Lack of Corruption, and Contract
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Literature Review

Empirical cross-national indices have become foundational infrastructure for quantitative social sci-
ence. These datasets provide operational means for testing hypotheses across institutions, regimes,
and markets. Composite indices have gained popularity because they contribute to a variety of
research designs at the country-year level including panel regressions, instrumental variable identi-
fication, and difference-in-differences models.

The widespread use of these measures reflects a practical research need: scholars require cross-
national and longitudinal proxies for complex institutional environments. Composite indices allow
researchers to compare otherwise heterogeneous countries, states, sectors, and time periods using
standardized empirical measures. In so doing, the index itself becomes an implicit theory of in-
stitutions. The choice of components, weights, aggregation rules, missing-data procedures, and
conceptual boundaries can and often do affect results. For that reason, improvements in index
construction are not merely technical; they can alter substantive conclusions across a wide body of
research.

Across the areas covered by the GCI, the landscape of existing indices can be organized into two
broad families: 1) specific measures of economic freedom and/or capitalism and its components,
and 2) institutional, governance, or political system indices.

Indices of economic institutions measure the rules, regulations, and policy environment within
which markets operate. The Fraser Institute’s Economic Freedom of the World (EFW) Index17

and the Heritage Foundation’s Index of Economic Freedom (IEF)18 are the most prominent indices
of market-oriented or “capitalist” systems. The World Bank’s Worldwide Governance Indicators
(WGI),19 the World Bank’s Doing Business indicators (discontinued in 2021 following methodolog-
ical controversies but historically central to the literature),20 the PRS International Country Risk
Guide (ICRG),21 and the Harvard Growth Lab’s Economic Complexity Index 22 all explore specific
elements of market systems, such as business structures, commercial output, and state-business
interaction.

The second group of indices focus on political institutions and evaluate the rules and practices of po-
litical participation, contestation, accountability, and rights. The Varieties of Democracy (V-Dem)
datasets represent the gold standard for composite indices, both in terms of systematic coverage
and methodological rigor.23 Freedom House’s Freedom in the World survey,24 the Bertelsmann

Enforcement were perfectly collinear, our principal components analysis process would effectively treat them as a
single signal. To the extent that they are correlated but not identical, the methodology extracts both their shared
dimensions and any independent variation each contributes. This process is detailed thoroughly in the Compositional
Methodology section.

17James Gwartney et al., Economic Freedom of the World: 2025 Annual Report (Vancouver: Fraser Institute,
2025).

18Heritage Foundation, 2026 Index of Economic Freedom (Washington, DC: Heritage Foundation, 2026).
19Daniel Kaufmann, Aart Kraay, and Massimo Mastruzzi, “The Worldwide Governance Indicators: Methodology

and Analytical Issues,” Hague Journal on the Rule of Law 3, no. 2 (2011): 220–246, earlier issued as World Bank
Policy Research Working Paper 5430 (September 2010).

20World Bank, Doing Business reports (Washington, DC: World Bank, 2003–2020).
21The PRS Group, International Country Risk Guide (East Syracuse, NY: The PRS Group, 1980–present).
22Ricardo Hausmann et al., The Atlas of Economic Complexity: Mapping Paths to Prosperity (Cambridge, MA:

MIT Press, 2014).
23Michael Coppedge et al., V-Dem Dataset v16 (Gothenburg: Varieties of Democracy Institute, University of

Gothenburg, 2026), https://www.v-dem.net.
24Freedom House, Freedom in the World 2025: The Uphill Battle to Safeguard Rights (Washington, DC: Freedom

House, 2025), https://freedomhouse.org/report/freedom-world.
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Stiftung’s Transformation Index,25 and the Economist Intelligence Unit’s Democracy Index26 also
provide reliable metrics of political rights and social institutions.

The use of composite indices in empirical research is vast and growing. The Fraser Institute’s official
citation tracker records 6,033 cataloged academic citations between 2011 and 2025, with 1,571
citations in the four years between 2022–2025.27 In 2024 alone, the tracker logs 501 citations.28

Fraser’s accounting found that of 402 articles citing the index, 198 used it as an independent
variable, and over two-thirds reported “good” outcomes from higher scores.29 While V-Dem does
not report direct citations, they note that the primary dataset has seen over 400,000 downloads
since 2016.30 “The Worldwide Governance Indicators: Methodology and Analytical Issues” in
the Hague Journal on the Rule of Law, the foundational methodology paper anchoring the WGI
dataset, has become a foundational citation in growth, governance, and finance regression analyses.
Put together, these composite indices have received tens of thousands of citations in a wide range
of peer-reviewed publications.

Composite indices provide, at least in theory, a sophisticated independent variable against which
scholars can measure the function and operation of output variables. While not comprehensive,
regularly studied outputs can be organized into the following categories:

1. Economic Growth and Development

2. Entrepreneurship, Innovation, and Business Dynamism

3. Comparative Political Economy and Varieties of Capitalism

4. Democracy, Political Institutions, and Governance

5. Capital Markets and Financial Development

6. Trade, Foreign Investment, and Globalization

7. Methodology, Measurement, and Index Construction

The empirical literature on the institutional determinants of long-run growth and development
feature widespread use of cross-national indices. Acemoglu, Johnson, and Robinson’s landmark pa-
per “The Colonial Origins of Comparative Development: An Empirical Investigation” (2001) used
components of the PRS Group’s Political Risk Index (PRI) to measure institutional development
as a determinant of cross-country variation in income per capita. They also ran tests against ele-
ments of both Fraser’s EFW and Heritage’s IEF indices.31 The research that grew out of this work
culminated in Why Nations Fail: The Origins of Power, Prosperity, and Poverty, which placed in-

25Bertelsmann Stiftung, ed., Transformation Index BTI 2024: Governance in International Comparison (Gütersloh:
Verlag Bertelsmann Stiftung, 2024).

26Economist Intelligence Unit, Democracy Index 2024: What’s Wrong with Representative Democracy? (London:
The Economist Intelligence Unit, 2025), https://www.eiu.com/n/campaigns/democracy-index-2024/.

27Fraser Institute, “Citations in Professional Literature of the Fraser Institute’s Economic Freedom Research,”
https://efotw.org/economic-freedom/citations.

28Fraser Institute, “Citations in Professional Literature.”
29Joshua C. Hall and Robert A. Lawson, “Economic Freedom of the World: An Accounting of the Literature,”

Contemporary Economic Policy 32, no. 1 (2014): 1–19.
30V-Dem Institute, Democracy Report 2025 (Gothenburg: University of Gothenburg, 2025); V-Dem Institute,

“V-Dem in Numbers 2024,” February 25, 2025, https://www.v-dem.net/news/v-dem-in-numbers-2024/.
31Daron Acemoglu, Simon Johnson, and James A. Robinson, “The Colonial Origins of Comparative Development:

An Empirical Investigation,” American Economic Review 91, no. 5 (December 2001): 1369–1401.
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stitutional measurement at the center of development economics.32 Similarly, Hall and Jones’s QJE
paper “Why Do Some Countries Produce So Much More Output per Worker than Others?” (1999)
featured a bespoke composite metric of social infrastructure.33 While they did not use the EFW or
IEF in their models, Hall and Jones demonstrated that institution-based indices could help scholars
understand cross-country variation in a wide array of output metrics. Rodrik, Subramanian, and
Trebbi’s “Institutions Rule: The Primacy of Institutions over Geography and Integration in Eco-
nomic Development” (2004) likewise demonstrated the importance of comprehensive cross-national
indices to operationalize the analysis of institutional quality.34

In fact, many studies in the growth and development literature specifically use the EFW and IEF as
proxies for market-supporting institutions. Easton andWalker (1997) demonstrate that EFW scores
correlate with income levels.35 De Haan and Sturm’s dual studies (2000 and 2001) qualified the
claim, finding that change in economic freedom, rather than levels, hold a robust relationship with
growth.36 Meta-analyses by Doucouliagos and Ulubasoglu (2006 and 2008) further demonstrated
the relationships between economic freedom and economic growth, and between democracy and
economic growth.37 Likewise, De Haan, Lundström, and Sturm’s “Market-Oriented Institutions and
Policies and Economic Growth: A Critical Survey” (2006) surveyed 33 empirical studies including
the EFW and IEF, concluding that market-oriented institutions exhibit a strong relationship to
economic growth.38

A parallel literature uses cross-national institutional indices to study entrepreneurship and new
business formation. Djankov, La Porta, Lopez-de-Silanes, and Shleifer’s “The Regulation of Entry”
(2002) served as the canonical precursor to the World Bank’s Doing Business indicator. This
research used metricized regulatory burdens as institutional variables which overlap with economic
freedom subcomponents concerning business regulation. They assembled new cross-country data
on the procedures, time, and cost of starting a business in 85 countries and found that countries
with heavier entry regulation have higher corruption and larger unofficial economies, but not higher
quality public or private goods. Klapper, Laeven, and Rajan’s “Entry Regulation as a Barrier to
Entrepreneurship” (2006) performed a similar feat, demonstrating that costly regulation hampers
the creation of new firms.39 Together these papers demonstrated the power and usefulness of cross
nation composite indices in metricizing developmental forces. In so doing, they spawned not only

32Daron Acemoglu and James A. Robinson, Why Nations Fail: The Origins of Power, Prosperity, and Poverty
(New York: Crown Business, 2012).

33Robert E. Hall and Charles I. Jones, “Why Do Some Countries Produce So Much More Output per Worker than
Others?” Quarterly Journal of Economics 114, no. 1 (February 1999): 83–116.

34Dani Rodrik, Arvind Subramanian, and Francesco Trebbi, “Institutions Rule: The Primacy of Institutions over
Geography and Integration in Economic Development,” Journal of Economic Growth 9, no. 2 (June 2004): 131–165.

35Stephen T. Easton and Michael A. Walker, “Income, Growth, and Economic Freedom,” American Economic
Review 87, no. 2 (May 1997): 328–332.

36Jakob de Haan and Jan-Egbert Sturm, “On the Relationship between Economic Freedom and Economic Growth,”
European Journal of Political Economy 16, no. 2 (June 2000): 215–241; Jan-Egbert Sturm and Jakob de Haan, “How
Robust Is the Relationship between Economic Freedom and Economic Growth?” Applied Economics 33, no. 7 (2001):
839–844.

37Hristos Doucouliagos and Mehmet Ali Ulubasoglu, “Economic Freedom and Economic Growth: Does Specification
Make a Difference?” European Journal of Political Economy 22, no. 1 (March 2006): 60–81; Hristos Doucouliagos
and Mehmet Ali Ulubasoglu, “Democracy and Economic Growth: A Meta-Analysis,” American Journal of Political
Science 52, no. 1 (January 2008): 61–83.

38Jakob de Haan, Susanna Lundström, and Jan-Egbert Sturm, “Market-Oriented Institutions and Policies and
Economic Growth: A Critical Survey,” Journal of Economic Surveys 20, no. 2 (April 2006): 157–191.

39Simeon Djankov et al., “The Regulation of Entry,” Quarterly Journal of Economics 117, no. 1 (February 2002):
1–37; Leora Klapper, Luc Laeven, and Raghuram Rajan, “Entry Regulation as a Barrier to Entrepreneurship,”
Journal of Financial Economics 82, no. 3 (December 2006): 591–629.
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the World Bank’s Doing Business indicators but also a cross-national comparative literature on
institutional factors and new business formation and growth.

The new literature on firm creation has made extensive use of composite, cross-national indices. Mc-
Mullen, Bagby, and Palich’s “Economic Freedom and the Motivation to Engage in Entrepreneurial
Action” (2008) connects the EFW to differential rates of opportunity-motivated versus necessity-
motivated entrepreneurship across countries.40 Bjørnskov and Foss’s “Economic Freedom and En-
trepreneurial Activity: Some Cross-Country Evidence” (2008) and subsequent papers use EFW
data to distinguish the role of small government from the role of legal infrastructure in explain-
ing cross-national variation in startup activity.41 Aidis, Estrin, and Mickiewicz (2008) use GEM
survey data to show that Russia’s weak institutional environment depresses entrepreneurial entry
relative to other countries. Subsequent work pairs GEM with country-level institutional measures,
including the IEF and Polity IV, to identify which institutions matter for female entrepreneur-
ship (Estrin and Mickiewicz 2011) and entrepreneurial entry relative to government size (Aidis,
Estrin, and Mickiewicz 2012). Estrin, Korosteleva, and Mickiewicz (2013) extend the analysis to
entrepreneurs’ growth aspirations, and Estrin, Mickiewicz, and Stephan (2013) to social as well as
commercial entrepreneurship.42 Acs, Estrin, Mickiewicz, and Szerb (2018) combine GEM data with
multiple institutional indicators into a composite measure of national entrepreneurial ecosystems
and link it to cross-country differences in economic growth.43

Where the growth and entrepreneurship literatures treat institutional measures as continuous re-
gressors, the comparative political economy tradition uses them to classify types of capitalism. The
foundational text is Hall and Soskice’s Varieties of Capitalism: The Institutional Foundations of
Comparative Advantage (2001). Hall and Soskice distinguished “liberal market economies” from
“coordinated market economies” along dimensions of corporate governance, industrial relations,
education and training, inter-firm relations, and employer–employee relations. Hall and Soskice
argued that complementarities among these spheres produce distinctive patterns of comparative
advantage.44 Amable (2003) broadened their typology using factor analysis on institutional in-
dicators across labor markets, finance, social protection, education, and product markets. Hall
and Gingerich (2009) operationalized an empirical model of the Hall and Soskice typology, demon-
strating the association of institutional complementarities with superior economic performance.45

Streeck and Thelen (2005) and Schneider (2009) added new geographic and theoretical complexity
to the scholarly understanding of institutional diversity and change.46 While this literature tends

40Jeffery S. McMullen, D. Ray Bagby, and Leslie E. Palich, “Economic Freedom and the Motivation to Engage in
Entrepreneurial Action,” Entrepreneurship Theory and Practice 32, no. 5 (2008): 875–895.

41Christian Bjørnskov and Nicolai J. Foss, “Economic Freedom and Entrepreneurial Activity: Some Cross-Country
Evidence,” Public Choice 134, nos. 3–4 (March 2008): 307–328.

42Ruta Aidis, Saul Estrin, and Tomasz Mickiewicz, “Institutions and Entrepreneurship Development in Russia:
A Comparative Perspective,” Journal of Business Venturing 23, no. 6 (November 2008): 656–672; Saul Estrin
and Tomasz Mickiewicz, “Institutions and Female Entrepreneurship,” Small Business Economics 37, no. 4 (2011):
397–415; Ruta Aidis, Saul Estrin, and Tomasz Mickiewicz, “Size Matters: Entrepreneurial Entry and Government,”
Small Business Economics 39, no. 1 (2012): 119–139; Saul Estrin, Julia Korosteleva, and Tomasz Mickiewicz, “Which
Institutions Encourage Entrepreneurial Growth Aspirations?” Journal of Business Venturing 28, no. 4 (2013): 564–
580; Saul Estrin, Tomasz Mickiewicz, and Ute Stephan, “Entrepreneurship, Social Capital, and Institutions: Social
and Commercial Entrepreneurship across Nations,” Entrepreneurship Theory and Practice 37, no. 3 (2013): 479–504.

43Zoltán J. Acs et al., “Entrepreneurship, Institutional Economics, and Economic Growth: An Ecosystem Perspec-
tive,” Small Business Economics 51, no. 2 (2018): 501–514.

44Hall and Soskice, Varieties of Capitalism.
45Bruno Amable, The Diversity of Modern Capitalism (Oxford: Oxford University Press, 2003); Peter A. Hall and

Daniel W. Gingerich, “Varieties of Capitalism and Institutional Complementarities in the Political Economy,” British
Journal of Political Science 39, no. 3 (2009): 449–482.

46Wolfgang Streeck and Kathleen Thelen, eds., Beyond Continuity: Institutional Change in Advanced Political
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to rely less on the EFW and IEF metrics, it demonstrates the importance of, and need for, new,
rigorous, and wide-ranging institutional indices.

The democracy and governance literature features strident empirical critiques of existing indices
and, as a result, has produced significant improvements to index creation methods. Munck and
Verkuilen (2002) provided the canonical critique, showing that even the most carefully constructed
democracy indices suffer significant weaknesses during conceptualization, measurement, and aggre-
gation. As such, they called for composite indices that combine methodological precision, rigor,
and scope, a call we believe we have answered with the GCI.47 Treier and Jackman (2008) under-
score the value and difficulty in producing accurate composite indices, demonstrating that even the
most respected indices miss the target when accounting for—in the rare cases that they calculate
it—measurement error.48 Pemstein, Meserve, and Melton (2010) attempted to answer that call
by producing a Bayesian latent-variable approach to synthesize 10 extant scales into the Unified
Democracy Scores (UDS), with the explicit goal of producing measurement that is reliable while
supplying quantitative estimates of uncertainty.49 The UDS has faced mixed reviews.

A new literature dedicated to correcting the failings of existing complex institutional metrics has
yielded significant advances. Cheibub, Gandhi, and Vreeland’s “Democracy and Dictatorship Re-
visited” (2010) made the case that existing measures of democracy are not interchangeable and that
the choice of measure should be guided by theoretical and empirical underpinnings. Soon there-
after, Coppedge et al. (2011) laid the conceptual foundation for V-Dem by proposing a historical,
multidimensional, disaggregated, and transparent approach.50 The subsequent V-Dem methodolog-
ical publications, including Pemstein and colleagues’ “The V-Dem Measurement Model” working
paper, have now become the field’s methodological paragon.51 Kaufmann, Kraay, and Mastruzzi
(2010, 2011) became the methodological reference for the WGI by documenting the unobserved
components model that aggregates several hundred underlying variables from public, private, and
NGO data sources into six dimensions of governance. This model covered more than 200 countries
from 1996 to the present while reporting margins of error for each country-year.

The cross-national institutional turn in the finance literature began with La Porta, Lopez-de-
Silanes, Shleifer, and Vishny’s landmark papers “Legal Determinants of External Finance” (1997)
and “Law and Finance” (1998). These papers examined legal rules covering shareholder and credi-
tor protection, the origin of those rules, and the quality of enforcement in 49 countries. They show
that common law countries provide the strongest protections and civil law countries the weakest,
with concentration of ownership negatively related to investor protections.52 La Porta, Lopez-

Economies (Oxford: Oxford University Press, 2005); Ben Ross Schneider, “Hierarchical Market Economies and
Varieties of Capitalism in Latin America,” Journal of Latin American Studies 41, no. 3 (2009): 553–575.

47Gerardo L. Munck and Jay Verkuilen, “Conceptualizing and Measuring Democracy: Evaluating Alternative
Indices,” Comparative Political Studies 35, no. 1 (February 2002): 5–34.

48Shawn Treier and Simon Jackman, “Democracy as a Latent Variable,” American Journal of Political Science 52,
no. 1 (2008): 201–217.

49Daniel Pemstein, Stephen A. Meserve, and James Melton, “Democratic Compromise: A Latent Variable Analysis
of Ten Measures of Regime Type,” Political Analysis 18, no. 4 (2010): 426–449.

50José Antonio Cheibub, Jennifer Gandhi, and James Raymond Vreeland, “Democracy and Dictatorship Revis-
ited,” Public Choice 143, nos. 1–2 (April 2010): 67–101; Michael Coppedge et al., “Conceptualizing and Measuring
Democracy: A New Approach,” Perspectives on Politics 9, no. 2 (June 2011): 247–267.

51Daniel Pemstein et al., “The V-Dem Measurement Model: Latent Variable Analysis for Cross-National and Cross-
Temporal Expert-Coded Data,” V-Dem Working Paper 2015:21 (Gothenburg: Varieties of Democracy Institute,
University of Gothenburg, 2015). The model is documented in its current form in the 2026 edition, V-Dem Working
Paper 2026:21, which accompanies V-Dem Dataset v16.

52Rafael La Porta et al., “Legal Determinants of External Finance,” Journal of Finance 52, no. 3 (July 1997):
1131–1150; La Porta et al., “Law and Finance,” Journal of Political Economy 106, no. 6 (1998): 1113–1155.
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de-Silanes, Shleifer, and Vishny (1999), Djankov et al. (2003, 2008), Botero et al. (2004), and
La Porta, Lopez-de-Silanes, and Shleifer (2008) extended the analytical program across regulatory
areas with similar results.53 Beck, Demirgüç-Kunt, and Levine (2003) and their companion con-
tributions on financial structure, development, and access to finance anchored the World Bank’s
Financial Development and Structure dataset.54 This literature demonstrated a deep and system-
atic relationship between political and legal institutions and financial performance. These papers
only elevated the importance of systematizing metrics of interdisciplinary variables.

The empirical trade literature also relies on a small set of cross-national composite indices. Sachs
and Warner (1995) introduced a binary openness measure based on tariff levels, non-tariff barri-
ers, black-market exchange-rate premia, and state monopoly of exports.55 Wacziarg and Welch
(2008) updated the Sachs-Warner classification to 2001 and reported that trade liberalization is
associated with average annual growth rates 1.5 percentage points higher in the post-liberalization
period.56 Globerman and Shapiro (2002) used the WGI to show that governance quality is a robust
determinant of foreign direct investment inflows and outflows.57 In study after study, scholars have
used composite cross-national indices to anchor multidimensional models of real world interactions
across space and time.

Lastly, a methodological literature featuring the EFW, IEF, and other similar measures has arisen
specifically to examine the viability of using economic freedom as a proxy for capitalism. Cohen’s
“Is ‘Economic Freedom’ the Same as Free Market Capitalism? A Decompositional Analysis of the
Economic Freedom of the World Index” (2011) rightly argued that Fraser’s EFW is not strictly a
measure of market capitalism but rather “an amalgam of at least two distinct though related . . .
concepts: economic liberalism and good governance.” This conceptual conflation, Cohen argues,
creates serious interpretive problems for empirical analysts using the EFW to evaluate laissez-faire
policies.58 Likewise, Berggren (2003) and De Haan, Lundström, and Sturm (2006) both note that
the EFW conflates the size of government with the quality of legal institutions.59 The OECD
and Joint Research Centre’s Handbook on Constructing Composite Indicators: Methodology and
User Guide (2008) catalogs the tradeoffs in normalization, weighting, and aggregation choices.
Furthermore, the Handbook warns that simple average composite indices with equal weights are
vulnerable to substitutability across dimensions and to weak validity when underlying components

53Rafael La Porta et al., “The Quality of Government,” Journal of Law, Economics, and Organization 15, no. 1
(1999): 222–279; Simeon Djankov et al., “Courts,” Quarterly Journal of Economics 118, no. 2 (May 2003): 453–517;
Juan C. Botero et al., “The Regulation of Labor,” Quarterly Journal of Economics 119, no. 4 (November 2004):
1339–1382; Simeon Djankov et al., “The Law and Economics of Self-Dealing,” Journal of Financial Economics 88,
no. 3 (June 2008): 430–465; Rafael La Porta, Florencio Lopez-de-Silanes, and Andrei Shleifer, “The Economic
Consequences of Legal Origins,” Journal of Economic Literature 46, no. 2 (June 2008): 285–332.

54Thorsten Beck, Asli Demirgüç-Kunt, and Ross Levine, “Law and Finance: Why Does Legal Origin Matter?”
Journal of Comparative Economics 31, no. 4 (December 2003): 653–675; Thorsten Beck, Asli Demirgüç-Kunt, and
Ross Levine, “A New Database on the Structure and Development of the Financial Sector,” World Bank Economic
Review 14, no. 3 (2000): 597–605.

55Jeffrey D. Sachs and Andrew Warner, “Economic Reform and the Process of Global Integration,” Brookings
Papers on Economic Activity, no. 1 (1995): 1–118.

56Romain Wacziarg and Karen Horn Welch, “Trade Liberalization and Growth: New Evidence,” World Bank
Economic Review 22, no. 2 (2008): 187–231.

57Steven Globerman and Daniel Shapiro, “Global Foreign Direct Investment Flows: The Role of Governance
Infrastructure,” World Development 30, no. 11 (November 2002): 1899–1919.

58Joseph N. Cohen, “Is ‘Economic Freedom’ the Same as Free Market Capitalism? A Decompositional Analysis of
the Economic Freedom of the World Index,” MPRA Paper No. 33676 (Munich Personal RePEc Archive, September
2011), 1, https://mpra.ub.uni-muenchen.de/33676/.

59Niclas Berggren, “The Benefits of Economic Freedom: A Survey,” Independent Review 8, no. 2 (Fall 2003):
193–211; de Haan, Lundström, and Sturm, “Market-Oriented Institutions and Policies.”
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are highly correlated.60

The democracy-centric Pemstein–Meserve–Melton (2010) and Treier–Jackman (2008) models fea-
turing Bayesian latent variable approaches, alongside the gold standard V-Dem measurement model
(Pemstein et al. 2015), pose a stark contrast to existing economic freedom-capitalism indices. Until
now, no measure of market economic systems, including the EFW and IEF, have taken a similar,
methodologically-rigorous approach to index creation.

Improvement on Existing Indices

The Global Capitalism Index (GCI) extends the respected methodological approaches cataloged
above to the measure of capitalist economies. The GCI provides a theoretically and empiri-
cally sound metric across 8 individual subindices of capitalism—plus a ninth composite capitalism
score—and in so doing addresses the methodological limitations of existing indices. A gold standard
capitalism index must establish a comprehensive theoretical model of capitalism, measure it with
geographic and temporal completeness, and do so with absolute methodological transparency and
statistical stability. The GCI provides a comprehensive global dataset that we hope will anchor
analyses of capitalist economies for generations.

The EFW and IEF both operationalize economic freedom in a way that Cohen (2020) demonstrates
conflates a libertarian commitment to limited government with separable institutional features such
as the rule of law, contract enforcement, and the quality of regulation. This conflation builds the
theoretical claim that “smaller government equals more capitalism directly into the measurement
instrument.” As a result, these indices do not measure a comprehensive model of capitalism, but
rather adherence to a specific political libertarianism.

It is vital to note that both the EFW and IEF indices self-identify as metrics of “economic free-
dom,” not capitalism. The issue lies with the broader conflation of economic freedom indices with
measurements of capitalism in both the scholarly literature and public media. This conflation is not
the fault of the creators of EFW or IEF—they do not claim that their indices are anything other
than measures of “economic freedom.” The problem lies in the lack of a rigorous and comprehensive
metric of capitalism itself. Anecdotal evidence collected by the authors of this paper suggest that
scholars understand the differences between metrics of economic freedom and capitalism, but they
use the EFW or IEF as a proxy because no alternative exists.61

We do not claim that the EFW or IEF are illegitimate products, but rather that they simply
measure a different concept and should be treated as such. Following Douglass North’s (1990)
institutional economics and Karl Polanyi’s (1944) demonstration that markets are institutional
constructs requiring energetic, but limited, state support, we theorize and measure capitalism as
an institutional system, not the simple absence of the state.62 Including outputs as inputs makes the
indices definitionally correlated with macroeconomic outcomes, biasing growth regressions toward
a positive coefficient on “economic freedom” regardless of any underlying causal relationship.

60OECD and Joint Research Centre, Handbook on Constructing Composite Indicators: Methodology and User Guide
(Paris: OECD Publishing, 2008).

61In just one example, in the volume edited by two of the authors of this paper entitled, Can Democracy and
Capitalism Be Reconciled? (New York: Oxford University Press, 2025), no fewer than three published and 2 other
early draft chapters used the Fraser EFW index as a proxy for capitalism despite its clear labeling as a metric of
“economic freedom.”

62Karl Polanyi, The Great Transformation: The Political and Economic Origins of Our Time (1944; repr., Boston:
Beacon Press, 2001).
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The GCI separates institutional inputs (rules, regulations, market structures) from derivative out-
puts (GDP, inequality, innovation, etc.), enabling empirical analyses to test for the latter with
less worry of circularity or endogeneity. The GCI’s subindex-centric architecture also separates
institutional inputs from systemic outputs against which the subindex or broader composite index
can be externally validated. In doing so, the GCI is the first major cross-national index to seri-
ously measure the Hall and Soskice insight that varieties of capitalism rest in their institutional
configurations and are not reducible to a single laissez-faire dimension.

While we contest the theoretical justification for using economic freedom indices as proxies for
capitalism, the EFW and IEF also feature a series of methodological problems that justify a recon-
sideration of their usage. The EFW and IEF construct their scores using simple averages across
collections of datasets and normative judgments about relative weightings of subindices. The EFW
takes the simple average of 45 datasets to derive 25 components, simple averages of those compo-
nents within each of five areas, and then another simple average to aggregate the five areas into
a composite topline score. The EFW creators explicitly state that “theory provides us with some
direction about elements that should be included in the five areas and the summary index, but it
does not indicate what weights should be attached to the components within the areas or among the
areas in the construction of the summary index.”63 They also note that they “investigated several
methods of weighting the various components, including principal component analysis and a survey
of economists,” but conclude that “the summary index is not very sensitive to alternative weighting
methods” and therefore “make no attempt to weight the components in any special way.”64 This
insensitivity finding is itself a substantive empirical claim. If PCA produces nearly identical results
to their equal weighting methodology, it is because the EFW’s components are heavily intercorre-
lated, which is precisely the justification for using dimensionality reduction methods that extract
the common institutional signal while reporting the level of variation contributed by each input.

The creators of the IEF take a similar approach, but instead of conducting three layers of simple
averaging they execute one simple average of 12 components to derive the final composite score.
IEF creators score each of the 12 components 0–100, “weighted equally so that the overall score will
not be biased in favor of any one component or policy direction.”65 Equal weighting of components
is not neutral, but rather represents a normative choice to equally distribute importance across
domains. The IEF methodology acknowledges that “12 economic freedoms obviously interact, but
the exact mechanisms of this interaction are not clearly definable.” Rather than conducting empir-
ical tests to determine minimum thresholds, levels of contribution, or dependent, complementary,
or supplementary relationships between the elements of their model, the IEF team concludes that
“these questions, while valid, are beyond the scope of our fundamental mission” and asks readers
to “study, weight, and integrate [the data] as they see fit.”66 In contrast, we believe that these
questions are imperative. We specifically design our weighting scheme to determine and understand
these relationships.

Data normalization and harmonization is just as important as component integration, but both
the EFW and IEF deploy erratic and theoretically unjustified modes of doing so. The IEF uses
a wide variety of normalization formulas across its twelve components. However, it documents
no theoretical justification for why these functional forms differ across components, why the α

63Gwartney et al., Economic Freedom of the World: 2025 Annual Report, 9. The methodological text is substan-
tively unchanged across recent editions.

64Gwartney et al., Economic Freedom of the World: 2025 Annual Report, 9.
65Heritage Foundation, “Methodology,” in 2026 Index of Economic Freedom (Washington, DC: Heritage Founda-

tion, 2026).
66Heritage Foundation, “Methodology.”
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coefficients take the values they do (the IEF describes α = 0.03 simply as “a coefficient to control
for variation among scores”), or why Government Spending’s quadratic functional form treats
“zero government spending as the benchmark,” despite their acknowledgment that this function
can create “artificially high scores for underdeveloped countries.”67

The EFW’s normalization is more uniform across components with most using a min-max trans-
formation to a 0-to-10 scale. However, the relevant Vmax and Vmin values likely vary meaningfully
across the index. Many EFW components anchor their bounds to 1990 reference data, meaning
the EFW normalizes country scores in 2024 against a fundamentally different global distribution.
Several components use bespoke categorical scoring (the top marginal tax rate, for example, is
scored via a 12 × 4 matrix mapping tax-rate brackets against income threshold brackets) or hard
cutoffs (money growth above 50% receives a score of zero regardless of other conditions).68 This
inconsistent method has the potential to produce significant measurement error, which also cannot
be tracked due to a lack of documentation.

Furthermore, neither the EWF nor the IEF teams publish tests of endogeneity, multicollinearity,
or other statistical maladies in their flagship indices. They do not provide documentation on the
collection of the raw data that comprise these indices, nor do they publish replicable data on their
normalization, harmonization, or scaling processes. So far as can be seen, their methods have not
been validated or tested by external scholars or reviewers. This methodological opacity precludes
evaluation of theoretical precision and compromises validity testing and inference assessment. Also,
neither the EFW or IEF include uncertainty estimates at the country-year level. This combination
of methodological flaws results in the problems outlined in Table 2 (below).

Table 2: Risks of Subjective Weighting in Composite Indices

Issue Description

Reduced Validity The index may fail to accurately capture the underlying construct,
leading to invalid inferences.

Distorted Rankings Countries or units may be misclassified or ranked incorrectly, potentially
affecting policy recommendations or resource allocation.

Lack of Transparency Subjective weighting choices are difficult to justify and replicate, reducing
the credibility of the index.

Sensitivity to
Subjectivity

Results may be highly sensitive to researcher preferences rather than
grounded in empirical relationships.

Amplified Estimation
Error

Subjective weights can increase estimation variance, making the index
less reliable and more sensitive to noise in the data.

67The IEF deploys a standard min-max transformation for Property Rights, Judicial Effectiveness, Government
Integrity, and Business Freedom; a quadratic penalty function Score = 100− α(x)2 for Tax Burden and Government
Spending (with α = 0.03), and again for Fiscal Health but with different α values of 2 for deficit and 0.01 for debt; a
relative-to-world-average formula Score = 50×(x̄/xi) for seven of the nine Labor Freedom sub-parts, with binary 0/100
coding for the remaining two; a square-root inflation penalty plus a subjective 0–20-point price-control deduction for
Monetary Freedom; a min-max plus qualitative NTB deduction for Trade Freedom; and purely categorical deduction-
from-100 rubrics for Investment Freedom (with pre-defined penalties of 5, 10, 15, 20, or 25 points per restriction type)
and Financial Freedom (an eleven-tier qualitative scale from 0 to 100 in increments of 10, with each tier corresponding
to a verbal description of state interference); Heritage Foundation, “Methodology.”

68Gwartney et al., Economic Freedom of the World: 2025 Annual Report, 79–95.
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It is vital that we make clear the real consequences of arbitrary weighting in composite indices.
The use of arbitrary weights, including simple averages, in index construction means that index
composition relies on prior assumptions, expert opinion, or convenience as opposed to empirical
examination of the available evidence.69 In contrast, the GCI combines hundreds of observable
variables to capture the relationships between the latent structures and the relationships between all
items included in our model, without relying on arbitrary weightings.70 Assigning arbitrary weights
to variables in latent factor construction introduces significant bias and can undermine the validity
of the resulting index. Consider an index constructed from n observed variables x1, x2, . . . , xn where
each is assigned an arbitrary weight w1, w2, . . . , wn:

I =

n∑
i=1

wixi.

If any wi does not accurately represent the true relationships between the observed variables and
the underlying construct η, the resulting index I will diverge from η and cause bias. Instead, the
latent construct should be represented using weights that reflect true factor loadings λi:

η =
n∑

i=1

λixi.

The bias introduced by using arbitrary weights can be measured as:

Bias = E[I − η] =

n∑
i=1

(wi − λi)E[xi].

Unless the assigned weights match the true factor loadings (wi = λi for all i), the constructed
index will fail to represent the latent construct correctly, leading to distortions in interpretation and
analysis. Beyond bias, arbitrary weighting can also amplify estimation errors. A well-constructed
index should minimize the variance of the estimation error, defined as ϵ = I − η. The variance of
this error is given by:

Var(ϵ) = Var(I) + Var(η)− 2Cov(I, η).

By substituting I =
∑n

i=1wixi and η =
∑n

i=1 λixi, we obtain:

Var(ϵ) =

n∑
i=1

(wi − λi)
2Var(xi) + 2

∑
i<j

(wi − λi)(wj − λj) Cov(xi, xj).

The weights should match closely with the real factor loadings (wi = λi) to keep the error variance
manageable. The differences reveal themselves as additional variance and weaken the reliability
of the model. By extension, arbitrary weighting guesses how the weights may fit the loadings

69See William Becker et al., “Weights and Importance in Composite Indicators: Closing the Gap,” Ecological
Indicators 80 (2017): 12–22; Michaela Saisana, Andrea Saltelli, and Stefano Tarantola, “Uncertainty and Sensitivity
Analysis Techniques as Tools for the Quality Assessment of Composite Indicators,” Journal of the Royal Statistical
Society: Series A 168, no. 2 (2005): 307–323; Michaela Saisana, Béatrice d’Hombres, and Andrea Saltelli, “Rickety
Numbers: Volatility of University Rankings and Policy Implications,” Research Policy 40, no. 1 (2011): 165–177.

70For a summary of our index construction and PCA process, see the Compositional Methodology section.
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and necessarily distorts the data frame’s covariance matrix Σ. Assume that σij is the covariance
between xi and xj . The covariance between the index I and item xk is given by:

Cov(I, xk) =
n∑

i=1

wiσik.

The estimated covariance Cov(I, xk) may not reflect the true relationships between xk and η if
the weights are used arbitrarily, resulting in inaccurate estimations of the relationships between
variables.

The consequences of arbitrary weighting manifest in multiple ways. The index may not accurately
reflect the construct it is intended to measure, leading to invalid inferences and reduced validity.
Countries or units may be misclassified or ranked incorrectly, affecting policy recommendations or
resource allocation. Arbitrary choices are difficult to justify and replicate, reducing the credibility
of the index and creating a lack of transparency. Results may be highly sensitive to the subjective
preferences of the researcher rather than grounded in empirical relationships. Finally, arbitrary
weights can increase the variance of the estimation error, making the index less reliable and more
sensitive to noise in the data. Put simply, arbitrary weighting in index construction can introduce
bias, inflate error, and undermine the interpretability and usefulness of the resulting measure.
Fortunately, measurement methods such as PCA offer an alternative by deriving weights from
empirical observations of relationships among variables.

The theoretical and methodological problems described above have significant consequences for
many veins of scholarly inquiry. The widespread use of indices with measurement bias and/or
methodological imprecision undermines the accuracy and interpretability of resulting scholarly
work. However, the lack of rigorous alternatives forces graduate students and Nobel laureates
alike to rely on the EFW and IEF or abandon their inquiries. While one could argue that flawed
studies are better than nothing, the use of these indices embeds a distinct measurement bias and
ideologically fraught understanding of capitalism into empirical work. Furthermore, the dominance
of the EFW and IEF perpetuate a false sense of measurement consensus. Since disparate analyses
use the same indices as central elements of their models, consistent findings may reflect shared
measurement error rather than convergence within and across disciplines.

The Global Capitalism Index provides a significant improvement over EFW and IEF in measuring
the performance of, and adherence to, capitalist principles. The GCI’s model of capitalism, as
opposed to “economic freedom,” provides a more accurate conception of the GCI’s component
elements and theoretical scaffolding. Furthermore, the GCI’s quantitative approach provides a
more accurate capture of the underlying variation in the data, and thus more accurate scoring
across the 8 subindices and the topline capitalism score. We would expect some natural overlap
with EFW and IEF due to shared concepts and datasets. When we plot the GCI against them,
we find a correlation of the GCI to EFW of 0.807 and GCI to IEF of 0.826. The correlation
between the two economic freedom indices is higher at 0.873. These correlations illustrate that the
Global Capitalism Index captures a significant level of differentiation from these existing indices
while maintaining an expected degree of similarity. The GCI’s correlations to EFW (0.807) and
IEF (0.826) demonstrate an integral point: economic freedom and capitalism are related but not
synonymous.71

The conflation of economic freedom with capitalism has biased towards models of the world that are
antagonistic to state action regardless of the state’s actual role. It has also disguised the broader

71These correlations are detailed further in the Results section.
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institutional frameworks needed to sustain free markets. We agree that state involvement in a
capitalist system, past a certain point, is deleterious to capitalism and the immense benefits that
come with it. Nevertheless, we reject a model of capitalism in which the relationship between
capitalism and government activity is linear and downward sloping (Figure 1a, below). Rather, we
contend that the state has a role in preserving the institutions that capitalism requires. Likewise,
we contend that free and competitive markets are vital for capitalist economies to operate and
that, in many cases throughout history, the suppression of free and competitive markets has come
from private forces just as much as public ones.72 The GCI’s model of the relationship between
government and capitalism therefore resembles an inverted-parabolic curve (Figure 1b): economies
can become more capitalist as they move away from minimal government activity up to a moderate
point of what Alexander Hamilton described as limited but energetic government. Past this apex
of the curve, further state involvement will likely erode market efficiency and operations.73

We use this non-linear relationship between government and capitalism as a theoretical construct
throughout the index. Under a strictly linear understanding, certain domains would appear to
work against one another. Instead, we group them together within the same subindex to capture
the balance.74

Figure 1: Two Models of the Relationship Between Government and Capitalism

Government

Capitalism

(a) “Economic Freedom” index model

Government

Capitalism

(b) Global Capitalism Index model

Notes: Panel (a) shows the monotonic relationship assumed by the economic freedom indices, in which capitalism
declines as government expands. Panel (b) shows the GCI’s inverted-parabolic model, in which capitalism rises with
institutional capacity to a peak at limited but energetic government, then declines as the state displaces markets.
Both curves are purely illustrations of guiding measurement principles.

Theory

Capitalism is a system that privileges the ability to deploy capital in open markets as freely as
possible, while minimizing constraints arising from both public and private sources. An emphasis
on the systemic nature of capitalism is vital—capitalism does not arise naturally, but is rather the
intentional compilation of institutions that interlock and reinforce each other. Well-functioning
institutions guard markets from uncertainty, opportunism, and rent extraction, while providing the
stability and infrastructure that markets require. Adam Smith rightly argued that the “invisible

72Martin Wolf, The Crisis of Democratic Capitalism (New York: Penguin Press, 2023).
73Alexander Hamilton, “Report on the Subject of Manufactures” (1791), in The Papers of Alexander Hamilton,

ed. Harold C. Syrett, vol. 10 (New York: Columbia University Press, 1966), 230–371.
74For example, labor market flexibility and labor protections are often treated as competing objectives. However,

we see them as essential complements to a functioning labor market. For a small number of datasets, we operationalize
the non-linear framing quantitatively during scaling. Please see Appendix C for more details of this process.
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hand” of individuals pursuing their own interests can promote profound economic and societal gains.
However, Smith also understood that capitalism could not function without effective institutions
to protect against monopolies, price fixing, gatekeeping, and cronyism, all of which could come
from powerful governments and firms alike.75 Smith railed against both the English crown and
the private East India Company, warning that both public and private actors could and would
suppress competition, constrain economic initiative, and undermine capitalist dynamism. As such,
our theory of capitalism balances ‘freedom from’ undue interference and ‘freedom to’ undertake
activity at both the public and private level.76

Smithian institutions create and sustain an ecosystem in which market participants have equal
opportunity to deploy their financial, physical, or human capital with minimal constraint. While
traditional definitions of capitalism tend to favor financial or physical capital, we maintain that
all three forms of capital hold equal ex ante value. Open markets serve as the channels for this
deployment of capital and the receipt of information via relatively unconstrained prices. The
“relatively unconstrained” qualifier (or “as freely as possible” in our broader definition) is vital.
A system can be capitalist even if “the ability to deploy capital in open markets” is not absolute.
The question is about degrees—do prospective obstacles prevent (not just make harder in some
circumstances) the ability to “deploy capital in open markets.”

Each subindex (described below) can stand alone as the best measures of their independent subjects
currently available. When synthesized, the GCI’s eight subindices create as complete, complex, and
nuanced a formulation of capitalist systems as currently exist.

Strength of Property Rights and Private Ownership

Property rights and the private ownership of the means of production in all its forms—physical,
financial, human, and intellectual—are fundamental to the free deployment of capital. A lack of
legal assurances of ownership and freedom from arbitrary impediments to capital deployment or
accumulation introduce uncertainty as to whether owners will profit from the successful deployment
of their capital. If owners doubt that they will benefit from their risks, they will be less likely to
take them. This does not mean that firms or individuals do not have inherited advantages that
allow them to seize market share from competitors. It does, however, mean that owners of capital
will not be forced to part with their physical or intellectual property without their consent.77

Freedom from arbitrary or forced dispossession creates an environment in which those with capital
will benefit from, and thus make, investments. Classical theory has long held property rights as
a precondition for voluntary exchange. Adam Smith argued that property rights and security of
ownership create the necessary incentives for commercial venturing and capital deployment.78 He
asserted that “commerce and manufactures can seldom flourish long in any state which does not
enjoy a regular administration of justice, in which people do not feel themselves secure in the
possession of their property.”79

Smith’s logic presages the Schumpeterian concept of creative destruction. Schumpeter argued that
because long-range investment under rapidly changing conditions is “like shooting at a target that

75Smith, Wealth of Nations; Glory M. Liu, Adam Smith’s America: How a Scottish Philosopher Became an Icon
of American Capitalism (Princeton, NJ: Princeton University Press, 2022).

76Joseph E. Stiglitz, The Road to Freedom: Economics and the Good Society (New York: W. W. Norton, 2024).
77Armen A. Alchian, “Some Economics of Property Rights,” Il Politico 30, no. 4 (1965): 816–829.
78Smith, Wealth of Nations.
79Smith, Wealth of Nations, bk. V, ch. III, para. 7.
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is not only indistinct but moving,” it “becomes necessary to resort to such protecting devices
as patents or temporary secrecy of processes or, in some cases, long-period contracts secured in
advance.”80 Without guarantees of ownership, inventors will not experience the incentives that
encourage venturing and risk-taking. Even more important, investors will not provide the capital
to convert an innovation into an accessible product. John Locke famously wrote that people form
governments to protect “the mutual preservation of their lives, liberties, and estates,” placing
property rights as a core driver for political, social, and economic organization.81 If new entrants
do not believe that their intellectual and/or physical property is safe from seizure or theft, they
will have neither the means nor desire to challenge and displace old, ossified companies.

Building on the classical fundamentals of property rights, modern scholars emphasize the impor-
tance of codifying these rights within institutions. Douglass North defined institutions as “humanly
devised constraints” that “reduce uncertainty by establishing a stable (but not necessarily efficient)
structure to human interaction.”82 By lowering uncertainty and creating incentives, institutional
property rights establish the “rules of the game” necessary for transforming possession into own-
ership, ownership into capital, and capital into market systems. Besley and Persson (2009, 2011)
connect property rights to broader state capacity by demonstrating that the protection of property
rights is inseparable from the fiscal and legal capacity of states to enforce contracts, collect revenue,
and constrain rent extraction.83 Acemoglu and Johnson (2005) distinguish property rights insti-
tutions, ones which protect individual rights from expropriation, from “contracting institutions,”
which facilitate private transactions and agreements. They find that property rights institutions
have a direct effect on long-run economic growth, investment, and financial development.84 In
further work, Acemoglu, Johnson and Robinson (2005) show that differences in property rights
regimes can drive differences in per capita income. Inclusive institutions which broadly protect
property rights and enforce the rule of law are essential for sustainable economic growth.85

Empirical scholarship further extends the classical framework by identifying the specific mechanisms
through which property rights affect economic activity. Field (2007) shows that titled households
substantially increase work hours outside the home as the security of title freed labor previously
committed to property defense for commercial activity.86 Goldstein and Udry (2008) found that
Ghanaian farmers facing insecure property rights forewent investments in soil fertility, particularly
within groups without political connections.87 Delineated and protected rights to property do not
simply lead individuals to enhance their own holdings, but also incentivizes them to engage in
economic activity that benefits the broader ecosystem.

80Schumpeter, Capitalism, Socialism and Democracy, ch. 8.
81John Locke, Two Treatises of Government, ed. Peter Laslett (Cambridge: Cambridge University Press, 1988),

second treatise, sec. 123.
82North, Institutions, Institutional Change and Economic Performance, ch. 1.
83Timothy Besley and Torsten Persson, “The Origins of State Capacity: Property Rights, Taxation, and Politics,”

American Economic Review 99, no. 4 (September 2009): 1218–1244; Timothy Besley and Torsten Persson, Pillars of
Prosperity: The Political Economics of Development Clusters (Princeton, NJ: Princeton University Press, 2011).

84Daron Acemoglu and Simon Johnson, “Unbundling Institutions,” Journal of Political Economy 113, no. 5 (Oc-
tober 2005): 949–995.

85Acemoglu and Robinson, Why Nations Fail ; Daron Acemoglu, Simon Johnson, and James A. Robinson, “Insti-
tutions as the Fundamental Cause of Long-Run Growth,” in Handbook of Economic Growth, vol. 1A, ed. Philippe
Aghion and Steven N. Durlauf (Amsterdam: Elsevier, 2005), 385–472.

86Erica Field, “Entitled to Work: Urban Property Rights and Labor Supply in Peru,” Quarterly Journal of Eco-
nomics 122, no. 4 (November 2007): 1561–1602.

87Markus Goldstein and Christopher Udry, “The Profits of Power: Land Rights and Agricultural Investment in
Ghana,” Journal of Political Economy 116, no. 6 (December 2008): 981–1022.

18



Property rights also serve as a vital barrier between the state and the market. Locke and other
theorists maintained that property rights provide the legal infrastructure through which citizens
and commercial actors combat state expropriation without cause.88 Property rights have both
formal and practical dimensions, and both are important considerations for accurate systemic
measurement. Formal de jure institutions, laws, and courts, must exist for the execution of rights
while also having the capacity for de facto enforcement and freedom from practical corruption.89

Strong property rights also give individuals optionality when larger firms impinge on their ability to
engage in market activity without constraint. While property rights regimes do not guarantee that
smaller parties will regain their access to markets, empirical work shows that systems with strong
property rights see greater competition and less arbitrary action by large private firms against their
smaller peers.

The operative core of capitalist property rights is the capacity for, and practice of, private ownership
of the means of production. Marxist theory distinguishes capitalism not just by the existence of
property rights, but also by the vast majority of capital being owned by non-government entities.
This private ownership thus disperses political, social, and economic interests, driving holders of
capital toward competition as opposed to coordinated action.90 Public ownership, regardless of its
nature, serves a distinctly different purpose than the capitalist aims of efficiency, productivity, and
profit-making. State ownership often prioritizes components of distributional equity, social welfare,
or national security as those in power see it. This difference in objectives does not mean that all
public ownership is inherently anti-capitalist. Smith acknowledges the crucial role of the state in
the provision of public goods that facilitate markets but are not profitable for private investors. Our
Market-Supporting Policy subindex captures the effectiveness of states’ provision of public goods
that are “advantageous to a great society. . . of such a nature that the profit could never repay the
expense.”91 However, the capitalist impulse towards profit and competition dissipates when state
control becomes an end in and of itself and transforms the economic logic away from allocative
efficiency toward centralized command.92 For capitalist incentives to remain tangible and secure,
market forces must remain the dominant economic force and publicly owned capital should support
market expansion, integration, and activity.

The administrative commitment to recognize and enforce property rights requires a functioning rule
of law and legal order upon which individuals, firms, and the state can claim or dispute legal rights
of ownership. This subindex captures both the de jure legal strength of property rights and the de
facto levels of private ownership and legal enforcement through a combination of 31 datasets.

For full descriptions of the domains in the Strength of Property Rights and Private Ownership
subindex, see Appendix A. For a detailed listing of the underlying datasets in each domain, see the
accompanying GCI Codebook.

88Locke, Two Treatises of Government.
89North, Institutions, Institutional Change and Economic Performance.
90Marx, Capital, vol. 1.
91Smith, Wealth of Nations, bk. V, ch. I, pt. 3.
92North, Institutions, Institutional Change and Economic Performance.
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Table 3: Domains of the Strength of Property Rights and Private Ownership Subindex

Domain Datasets

Rule of Law 7
Contract Enforcement 3
Intellectual Property Protection 3
Lack of Corruption 8
State Stability 4
Political Expression 3
Private Ownership 3

Total 31

Market-Supporting Policy

A fundamental premise of the Global Capitalism Index is that well-functioning markets are not
naturally occurring and cannot be perpetual without foundations laid by governing institutions. As
a result, capitalism does not benefit from the absolute absence of government, but rather the align-
ment of state policy toward market creation, integration, operation, and expansion. While markets
can function in the absence of market-supporting policy, the empirical literature demonstrates that
those markets are less efficient, more volatile, and feature slower growth.93

In classical articulations of the state of nature, market systems are not possible. Thomas Hobbes
argued that “there is no place for industry” in the state of nature “because the fruit thereof is
uncertain; and consequently no culture of the earth; no navigation, nor use of the commodities
that may be imported by sea. . . ” As a result, Hobbes wrote, “there be no propriety, no dominion,
no mine and thine distinct; but only that to be every man’s that he can get, and for so long as he
can keep it.”94

Markets—or property rights for that matter—cannot exist in this environment. Thus, governments
must tame the state of nature to provide that environment in which property rights exist and goods
and services can be exchanged. Since markets do not occur naturally, public and private actors
must provide an architecture for markets to emerge and function. We designed this subindex to
measure that architecture.

The Market-Supporting Policy subindex, and the GCI in general, distinguishes between government
support for market structures and direct government action within them. Policies that provide
connective infrastructure, common rules, stable and safe modes of exchange, and security for market
participants all empower capitalist activity. However, states can use their profound extra-market
advantages to become a direct player in, and fundamentally bias, the market itself. This type
of direct state involvement discourages private investment and competition, and often devolves
towards price-setting or the allocation of capital toward non-productive, politically-driven ends. As
a result, market logic begins to shift away from allocative efficiency towards political appeasement
and rent-seeking behavior.

The difference between market-supporting policy and direct market involvement is a fine line, but
a very important one. Fligstein (2001) shows that markets require definitions of property rights,

93Dave Donaldson, “Railroads of the Raj: Estimating the Impact of Transportation Infrastructure,” American
Economic Review 108, nos. 4–5 (April 2018): 899–934; Daron Acemoglu et al., “Institutional Causes, Macroeconomic
Symptoms: Volatility, Crises and Growth,” Journal of Monetary Economics 50, no. 1 (January 2003): 49–123.

94Thomas Hobbes, Leviathan, ed. Richard Tuck (Cambridge: Cambridge University Press, 1991), ch. 13.
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governance structures, and rules of exchange. States make stable markets possible by supplying
this architecture, so that state-building and market-building develop simultaneously.95 The ideal
market-supporting policy exists in an equilibrium where the state is active enough to encourage
market functioning, but disciplined enough to avoid direct involvement in it.

As stated above, this aligns with the Smithian notion that markets require the state provision of
public goods, infrastructure, and guardrails. Smith’s insistence that market systems cannot exist in
an environment of asymmetric competition, arising from both public and private sources, requires
a robust institutional framework that protects against monopolistic and rent-seeking behavior.96

Smith’s argument implies not only the provision of public goods but also a regulatory capacity to
prevent predatory market conditions.

The historical literature demonstrates that economic development in Europe and North America
relied heavily on the state’s willingness to support market systems while not becoming a player in
them. In the post-Revolutionary United States, deficient interstate infrastructure, combined with
weak state capacity at the Federal level, resulted in a feable and disparate domestic market. At
the same time, conflicting monetary regimes, incohesive trade policies, and a lack of coordination
on interstate commerce produced a Thunderdome of commercial conflict between the American
states and commercial actors within them. As such, an American domestic market did not begin
to emerge until the federal Constitution of 1787 reformed rulemaking, created a monetary union,
and established a national policymaking framework that empowered the creation of commercial
infrastructure via direct investment and the elimination of local, county, and state impediments.97

Similar policy action supercharged British market integration through regulatory reform and gov-
ernment incentives for transportation network creation in the 1830s and 1840s.98

Modern scholarship continues to extend this understanding of the constructed nature of markets and
the need for targeted government provisions to ensure continuity. In their Varieties of Capitalism,
Hall and Soskice (2001) find that both liberal market economies and coordinated market economies
rely on strong institutional involvement.99 Liberal market economies utilize anti-monopoly regu-
lations and public research contracts. In contrast, coordinated market economies rely on business
associations, sectoral coordination, and vocational training systems to harmonize economic activity
among firms. Despite their structural differences, both systems require governments to establish
and enforce the “rules of the game” for institutional configurations to coordinate behavior, protect
economic rights, and manage systemic failures.

Governments that balance technocratic involvement and private sector encouragement often build
market-supporting policies that are insulated from rent-seeking while remaining engaged with in-
dustry.100 Dani Rodrik (2011) argues that states with deficient policy frameworks experience
increased political and economic fragility amidst globalization.101 Ha-Joon Chang (2002) demon-

95Neil Fligstein, The Architecture of Markets: An Economic Sociology of Twenty-First-Century Capitalist Societies
(Princeton, NJ: Princeton University Press, 2001).

96Smith, Wealth of Nations.
97See forthcoming, Scott C. Miller, Minerva Rising!: The Revolutionary Origins of American Economic Power

(Chicago: University of Chicago Press, 2027).
98Vaska Atta-Darkua, Robert F. Bruner, and Scott C. Miller, “Investor Reactions to Legislative Liberalization and

the Run-up in British Share Prices, 1844 to 1845,” Financial History Review 31, no. 1 (2024): 1–35.
99Hall and Soskice, Varieties of Capitalism.

100Peter Evans, Embedded Autonomy: States and Industrial Transformation (Princeton, NJ: Princeton University
Press, 1995).
101Dani Rodrik, The Globalization Paradox: Democracy and the Future of the World Economy (New York: W. W.

Norton, 2011).
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strates that most high-income nations implemented infant industry protections and interventionist
industrial policy during their developmental phases to build and sustain markets.102 Capitalism
requires effective and disciplined state involvement to empower productivity growth and limit rent
extraction.

Beyond protection from market failures and provision of public goods, governments can create the
preconditions for new markets to develop that would not otherwise exist. Mariana Mazzucato
(2013) emphasizes the role of the entrepreneurial state in creating initial markets in technology,
energy, health, and other industries where public utility might outweigh immediate private profit
incentives.103 Rodrik (2007) reinforces this perspective, arguing that effective states engage in
strategic coordination to identify and grow comparative advantages while maintaining broader
market competition.104 This does not contradict market logic, but rather, by a process of public-
private partnership-enabled discovery, expands it into new frontiers.105

Since market integration requires physical and electronic pathways between market participants,
we include multiple infrastructure metrics such as road network density, liner shipping connectivity,
and air transport freight as measures of market construction and integration.106 We also include
our new “Hamilton Indicator,” which proxies a government’s ability to use commercial and trade
policy to create markets for essential goods while maintaining a competitive environment.107

For full descriptions of the domains in the Market-Supporting Policy subinde, see Appendix A. For
a detailed listing of the underlying datasets in each domain, see the accompanying GCI Codebook.

Table 4: Domains of the Market-Supporting Policy Subindex

Domain Datasets

Market Initiatives 10
Operational and Institutional Quality 10

Total 20

Labor Market Openness

The ability to freely deploy one’s human capital is fundamental to the logic and efficacy of capitalist
systems. Long before the emergence of industrial capitalism, John Locke argued that the only way

102Ha-Joon Chang, Kicking Away the Ladder: Development Strategy in Historical Perspective (London: Anthem
Press, 2002), 13–68.
103Mariana Mazzucato, The Entrepreneurial State: Debunking Public vs. Private Sector Myths (London: Anthem

Press, 2013).
104Dani Rodrik, One Economics, Many Recipes: Globalization, Institutions, and Economic Growth (Princeton, NJ:

Princeton University Press, 2007).
105Robert Wade, Governing the Market: Economic Theory and the Role of Government in East Asian Industrializa-

tion (Princeton, NJ: Princeton University Press, 1990); Albert O. Hirschman, The Strategy of Economic Development
(New Haven, CT: Yale University Press, 1958).
106Utilities like electricity, railways, and communications are important for the transmission of capital but pose

methodological challenges. Those industries are often private-led and difficult to parse out what constitutes direct
public sector support. We also find health spending and education to be more peripheral. While they are obviously
essential for human prospering, we do not view them as in and of themselves vital for the development and sustenance
of market systems. As such, we argue that the development of human capital is less about the architecture of market
systems than the operations and activities within those systems.
107The theoretical basis for the Hamilton Indicator can be found in the Free Flow of Goods and Capital section,

and the methodology is detailed in the accompanying GCI Codebook.
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natural resources transition from common to private ownership is when an individual combines their
labor and talent—the only thing humans actually own—with them.108 Henry George, a man of
the nineteenth century but with distinctly classical views, extended this logic even further. George
argued that the deployment of human ability alone creates all economic value. Therefore, the free
exercise of labor was an essential precondition for well-functioning market systems.109 Classical
political economy framed labor as the mechanism of wealth generation, which individuals owned
and commanded as sovereigns.

Modernist theorists began to see the commodification of labor, and especially its sale in open
markets, as a distinct element of capitalist systems. Though Karl Marx critiqued the system, he
identified the possession and sale of one’s labor, wherein the worker can “leave the capitalist. . . as
often as he chooses” and the firm can “discharge him as often as he sees fit,” as an inherently
capitalist undertaking.110 Schumpeterians and neoclassicists conceptualized human labor as a form
of capital wherein individuals catalyzed their embedded knowledge, skills, and training just as firms
do with physical or financial capital.111 In this framing, labor is a mechanism for the deployment
of human capital, not simply a mode of wealth generation.

Whether one sees labor as a commodity or capital itself, the presence of well-functioning labor
markets through which labor and management can freely contract human capital is central to
capitalist enterprise. In Polanyi’s analysis of industrial-era England, he asserts that “Not until
1834 was a competitive labor market established in England; hence, industrial capitalism as a social
system cannot be said to have existed before that date.”112 For Polanyi, the commodification of
labor as a tradeable input was an institutional innovation achieved through deliberate legal and
political restructuring. It required formalization of property in one’s own person and mobility
across industries and borders.

To achieve allocative efficiency, both suppliers and demanders of human capital must be able to
freely deploy it where it produces the most value. This process is only possible when social, eco-
nomic, and political institutions guarantee human capital access, mobility, and non-discrimination.
Well-functioning capitalist systems cannot include forced labor and unequal work arrangements as
they inherently constrain the free exercise and deployment of human capital. Capitalism requires
ex ante equality in the market for labor, if not necessarily in the terms and outcome of labor itself.
Arbitrary constraints such as slavery, gender or race-based discrimination, or unequal legal treat-
ment, artificially undervalues human capital by preventing equal bidding in an open market.113

108Locke, Two Treatises of Government.
109Henry George, Progress and Poverty: An Inquiry into the Cause of Industrial Depressions and of Increase of

Want with Increase of Wealth (New York: D. Appleton and Co., 1879).
110Karl Marx, Wage Labour and Capital, with an introduction by Frederick Engels (New York: International

Publishers, 1933), ch. 2.
111Gary S. Becker, Human Capital: A Theoretical and Empirical Analysis, with Special Reference to Education, 3rd

ed. (Chicago: University of Chicago Press, 1993).
112Polanyi, The Great Transformation, 87.
113There has been much scholarly debate in recent years about the complicated relationship between slavery and

capitalist institutions, especially in the historical literature. Works including Edward E. Baptist, The Half Has
Never Been Told: Slavery and the Making of American Capitalism (New York: Basic Books, 2014); Sven Beckert
and Seth Rockman, eds., Slavery’s Capitalism: A New History of American Economic Development (Philadelphia:
University of Pennsylvania Press, 2016); Seth Rockman, Scraping By: Wage Labor, Slavery, and Survival in Early
Baltimore (Baltimore: Johns Hopkins University Press, 2009); Caitlin Rosenthal, Accounting for Slavery: Masters
and Management (Cambridge, MA: Harvard University Press, 2018); and Calvin Schermerhorn, The Business of
Slavery and the Rise of American Capitalism, 1815–1860 (New Haven, CT: Yale University Press, 2015) have sought
to interweave the institution of slavery with the development of capitalist economies. As Beckert wrote in “Slavery and
Capitalism,” Chronicle of Higher Education, December 12, 2014, “Historians long depicted slavery as an aberration
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Becker’s labor theory views wage differentials due to gender or race as taste-based discrimina-
tion that explicitly distorts labor markets.114 The structure of capitalism necessitates egalitarian
work arrangements with unimpeded deployment and allocation of labor. For example, contempo-
rary research shows that gender inequalities not only constrain labor mobility but also attenuates
aggregate productivity and economic growth.115

The Labor Market Openness subindex limits its perspective to the institutional structures that
shape human capital distribution and in-market competitive equality. We do not include measures
of workforce output or nominal statistics of labor relations.116 The Labor Availability domain
measures the conditions under which the labor supply can expand, circulate human capital, or
fill vacancies. Likewise, the Labor Market Flexibility domain measures the capacity for human
capital turnover within a given system. Well-functioning labor markets require the ability of new
entrants to replace old ones, which facilitates innovation and competition.117 The Schumpeterian
logic applied here focuses on the capacity of workers to move when beneficial, not the absolute
level of labor market turnover. Put another way, we focus on whether workers possess the option
to allocate their human capital and capitalize on new opportunities when they arise.

Economists across traditions treat the labor market’s capacity to adjust as central to short-run
macroeconomic performance. Keynes argued that money wages are slow to fall and that wage
cuts alone would not restore full employment.118 Milton Friedman held instead that unemploy-
ment returns to a “natural rate” as wages and expectations adjust, and that this rate depends on
the structure of the labor market itself.119 In either account, the institutions that govern wage

from, or a precursor to, capitalism. That’s changing.” While we see immense value in this literature and agree that
slavery or labor coercion can take place within broadly capitalist economies, we reject the premise that slavery is
intrinsically capitalist. We believe that capitalist institutions or operational methods can be deployed to enact or
perpetuate slavery, while rejecting the conception that coerced or unfree labor makes an economic system “more
capitalist.” Since economic systems are not monolithic, all include institutional elements that are at odds with their
broader structural makeup. (For example, robust and competitive black markets occurred in the Soviet Union while
monopolistic and state-owned enterprises exist in the United States.) Put another way, we would argue that if you
have two identical economies, with the single difference being that one incorporated slavery and the other rejected it,
the one without slavery would be the more capitalist. We believe this for several reasons. First, slavery and coerced
labor has been a feature of a wide variety of economic systems throughout history. Economies from ancient Gaul
to the Mongol and Incan Empires, to the early modern West all incorporated unfree labor, despite their economic
systems having little else in common. Our aim with the GCI is to isolate input variables that are inherent and
unique to capitalist systems so that this model can be measured against exogenous variables (including the presence
of slavery). Second, we reject the theoretical premise that a system of labor that rejects property rights and open
labor markets, impinges on robust competition, suppresses the development of sophisticated financial institutions and
capital markets, and results in diminished entrepreneurial activity, is structurally capitalist. Finally, we contend that
human capital—i.e. human potential value creation manifested through the execution of one’s own labor—is capital
and that any private or public barriers to the free execution of it is contrary to capitalist principles. Therefore, we
model any slavery or forced labor as a linear negative value in our calculation of capitalist adherence.
114Gary S. Becker, The Economics of Discrimination, 2nd ed. (Chicago: University of Chicago Press, 1971).
115Chang-Tai Hsieh et al., “The Allocation of Talent and U.S. Economic Growth,” Econometrica 87, no. 5 (Septem-

ber 2019): 1439–1474; Claudia Goldin, Career and Family: Women’s Century-Long Journey toward Equity (Prince-
ton, NJ: Princeton University Press, 2021).
116For example, we considered measures of labor action activity, including ILO’s days not worked due to strikes

per 1,000 workers. However, we did not include this measure due to interpretive ambiguity: a high number of strike
days could indicate that workers possess meaningful labor rights or it could indicate dysfunctional labor relations
and defective bargaining mechanisms. Conversely, a low number of strike days could reflect both effective dispute
resolution and cooperative labor relations or the suppression of labor rights by the state or employers.
117Schumpeter, Capitalism, Socialism and Democracy.
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setting, hiring, and worker mobility shape economies. Contemporary scholarship shows that reduc-
ing impediments to internal and cross-border labor migration helps provide optimal labor supply
and productivity. Autor, Dorn, and Hanson (2013) show that heavily segmented labor markets
increase regional inequalities and social dislocation, preventing allocative efficiency.120 Empirical
work on global labor mobility demonstrates that both internal and cross-border labor mobility
enables improved human capital allocation, productivity, and greater levels of innovation.121

We acknowledge that a theoretical tension exists between labor flexibility and labor protections.
Nevertheless, we include them in the same subindex to capture the necessary balance between the
free deployment of human capital and the sustainability of the marketplace. A paucity of protections
from forced labor, coercion, or inequitable arrangements fundamentally constrain the rights of labor
market participants to deploy their human capital with as few constraints as possible. Therefore,
this subindex does not conceptualize market flexibility and protections as opposing poles, but rather
as institutional complements. Our adaptive PCA methodology accommodates the potential tension
between these concepts by deriving principal components based on variation in the subindex’s
entire collection of data. Our approach allows us to distinguish countries that fall into different
cells of a 2 × 2 matrix: high flexibility/high protections (flexicurity models), high flexibility/low
protections (minimal regulation models), low flexibility/high protections (rigid labor markets with
strong unions), and low flexibility/low protections (dysfunctional markets). By deriving weights
empirically through PCA rather than assuming these dimensions oppose each other, we can reward
countries that succeed in both. The component structure reveals whether these dimensions actually
trade off in practice or can coexist.

If human labor is understood to be a distribution mechanism for human capital, labor markets must
be open, inclusive, and adaptable to support an economic system in which workers can deploy that
capital as freely as possible, with minimal constraints from both state authorities and private actors.
This subindex measures the practical extent to which labor markets empower human capital owners
to direct their assets.

For full descriptions of the domains in the Labor Market Openness subindex, see Appendix A. For
a detailed listing of the underlying datasets in each domain, see the accompanying GCI Codebook.

Table 5: Domains of the Labor Market Openness Subindex

Domain Datasets

Labor Market Flexibility 5
Labor Protections 4
Labor Availability 4

Total 13

8–9.
120David H. Autor, David Dorn, and Gordon H. Hanson, “The China Syndrome: Local Labor Market Effects of
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121Michael A. Clemens, “Economics and Emigration: Trillion-Dollar Bills on the Sidewalk?” Journal of Economic

Perspectives 25, no. 3 (2011): 83–106; Francesc Ortega and Giovanni Peri, “Openness and Income: The Roles of
Trade and Migration,” Journal of International Economics 92, no. 2 (2014): 231–251; Giovanni Peri, “Immigrants,
Productivity, and Labor Markets,” Journal of Economic Perspectives 30, no. 4 (2016): 3–30.
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Market Competition

The Global Capitalism Index places significant value on vibrant competitive dynamics within the
market for goods and services. The prospect of earning market “rewards” through the development
of superior technologies, production processes, organizational techniques, or investment strategies,
balanced against the inherent risks of failure and/or loss in markets, constitutes a primary incentive
that drives individual- and firm-level growth. In many ways, competition is as unique to capitalism
as any quality in the GCI. All other forms of economic organization—socialism, communism, mer-
cantilism, and feudalism to name a few—revolve around the consolidation of economic operations
in the hands of a small group of coordinated producers. Only in capitalism is the economic system
designed to incentivize and protect modes of competition instead of coordination.

The GCI operates on the premise that capitalist economies require a high level of competition,
or a freedom to compete, even though “excess competition” can reduce profit maximization. The
equilibrium between competition and profit maximization is an important point of analysis, but
we believe that the level of competition in an economic system is a greater representation of the
capacity for capitalist enterprise than the output variables of profits or growth.122 Even when
coming at the expense of short-term profits, competition produces numerous positive systemic
externalities in the medium- and long-term. Assuming that robust competition policy is coupled
with a policy regime in which uncompetitive firms can fail in an orderly manner, high levels of
market competition will produce optimal aggregate effects over time.

As a result, we focus on the systemic perspective, measuring the institutional arrangements by which
a society fosters broad-based competition rather than measuring the outcomes of that competition.
We emphasize that constraints on competitive activity can come from forces both public and
private, and thus this subindex measures the capacity of an economic system to foster competition
free from constraints from both government and monopolists. For this reason, we include measures
of regulatory capacity aimed at promoting competition within the system, with the understanding
that while those regulations could have deleterious effects in other areas, they will be captured in
other areas of the index.

In a macroeconomy with many firms and individuals competing for market share, the replacement
of obsolete players with innovative ones is vital for long-term systemic health. Joseph Schumpeter
described this “creative destruction” as a process “that incessantly revolutionizes the economic
structure from within, incessantly destroying the old one, incessantly creating a new one.”123 In
this sense, creative destruction represents a foundational component of capitalism and, by extension,
both the Global Capitalism Index and the Market Competition subindex.

It is worth acknowledging that the relationship between market competition and innovation in-
centives is theoretically contested. The Schumpeterian view holds that the prospect of temporary
monopoly rents motivates firms to invest in innovative technologies. However, the competing Ar-
rovian perspective argues that competitive pressure is itself the primary driver of innovation.124

This subindex only measures the institutional capacity for competitive dynamism and whether en-
trants and incumbents can compete and innovate rather than prescribing an optimal level of market

122To conflate growth with capitalism is an analytic error. In most cases, there is a high correlation between
capitalist economic systems and economic growth, but they are not the same thing and should not be assessed as
such.
123Schumpeter, Capitalism, Socialism and Democracy, ch. 7.
124Kenneth J. Arrow, “Economic Welfare and the Allocation of Resources for Invention,” in The Rate and Direction

of Inventive Activity: Economic and Social Factors, ed. Richard R. Nelson (Princeton, NJ: Princeton University
Press, 1962), 609–626.
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concentration.

Building on Mazzucato and Tancioni (2005), the Market Competition subindex recognizes that
while firm entry and exit are key indicators of creative destruction, changes in firms’ relative market
positions (the “turbulence”) also provide critical evidence of dynamic competition.125 Mazzucato
and Tancioni (2005) emphasize the analytical importance of a market share instability index (e.g.,
Hymer and Pashigian 1962). Although the Hymer and Pashigian framework organizes its analysis
around industry rather than geography, its logic can still inform our cross-national approach.126 As
Mazzucato and Tancioni (2005) conclude, “when creative destruction occurs through competence
destroying innovations, we should expect to see a correlation between economy wide growth and
market share instability. . . due to the uneven nature of technological change, what matters is relative
change (and the associated instability) not absolute change.”127

Drawing on this precedent, we have estimated economy-wide growth (and thus, market instabil-
ity) as year-over-year GDP growth. Accordingly, while perfect cross-country measures of market
turbulence remain limited, the inclusion of proximate indicators provides a methodologically ro-
bust alternative for capturing the essence of creative destruction within the Market Competition
subindex. It is also worth noting that many economies, particularly advanced ones, employ insti-
tutional mechanisms to cushion the most disruptive effects of creative destruction. These include
bankruptcy protections, social safety nets, and active labor market policies. These buffers can at-
tenuate observable signals of firm turnover without reducing the underlying competitive dynamism
of the system. The subindex therefore focuses on the capacity for creative destruction rather than
its most visible manifestations.

Creative destruction, as a process of continual economic renewal, depends on the broader forces
of innovation and research that generate technological and organizational advancements within
markets. Without sustained investment in research and development (R&D), the mechanisms of
market turnover and productivity growth central to capitalism would stagnate. Aghion et al. (2006)
find that “technologically advanced entry threat spurs innovation incentives in sectors close to the
technological frontier—successful innovation allows incumbents to prevent entry. In laggard sectors
it discourages innovation—increased entry threat reduces incumbents’ expected rents from inno-
vating.”128 This dynamic highlights that innovation drives and is driven by competitive pressure,
making R&D investment a key indicator of creative destruction and, by extension, macroeconomic
growth. Fieldhouse and Mertens (2024) reinforce this relationship, identifying a strong causal link
between federal nondefense R&D appropriations and business-sector productivity growth.129

However, Gumus and Celikay (2015) examine data from 52 countries over a 14-year period and find
that “R&D expenditure has a positive and significant effect on economic growth for all countries
in the long run, which is consistent with the relevant literature.”130 Although short-run effects

125Mariana Mazzucato and Massimiliano Tancioni, “Indices that Capture Creative Destruction: Questions and
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127Mazzucato and Tancioni, “Indices that Capture Creative Destruction,” 216.
128Philippe Aghion et al., “The Effects of Entry on Incumbent Innovation and Productivity,” NBER Working

Paper 12027 (Cambridge, MA: National Bureau of Economic Research, 2006); published in revised form in Review
of Economics and Statistics 91, no. 1 (2009): 20–32.
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vary, especially among developing nations, their results confirm that R&D consistently enhances
long-term growth. Similarly, Ortiz Henriquez et al. (2023) show that “R&D has a positive effect
on process and product innovation in Latin American firms,” emphasizing its policy and strategic
implications.131 Finally, Mohnen et al. (2021) demonstrate a “relatively strong complementarity
between R&D and organizational innovation,” suggesting that institutional capacity and knowl-
edge management amplify the productivity of research investments.132 Collectively, these studies
provide strong theoretical and empirical support for incorporating R&D as a core explanatory vari-
able in discussions of innovation-driven growth and the dynamics of creative destruction, across
both advanced and developing economies. We measure R&D expenditure as aggregate investment
relative to GDP rather than disaggregated by funder or target industry. The distinctions between
broad public funding, targeted industrial policy investments, and private expenditure are theoreti-
cally meaningful. Unfortunately, no globally comparable and disaggregated data exists at the scale
required for the GCI.

Complementing the logic of creative destruction, capitalism presupposes a baseline regulatory in-
frastructure that preserves incentives for success while ensuring the enforcement of consequences for
market failure. Effective regulatory frameworks thus play an essential role in sustaining competitive
market dynamics. In the context of expanding digital and knowledge-based economies, Nicoletti et
al. (2023) observe that “there is considerable consensus, among academics and policy-makers, that
ex-ante regulatory policies are needed to avoid competition being stifled in these markets, with
a negative impact on productivity and innovation.”133 This position underscores the notion that
regulation, when appropriately designed, can enhance rather than hinder competition by setting
transparent rules that encourage innovation and deter monopolistic behavior.

Similarly, Litina et al. (2021) introduce an important distinction between types of regulatory in-
tervention. They find that “protective regulation,” i.e., regulation that creates predictability and
scope for markets to work, confers a positive effect on innovation. Conversely, “restrictive reg-
ulation”, i.e., regulation that endeavors to spell out negative behaviors, confers a negative effect
on innovation.134 This distinction reinforces that “regulation” is not a monolithic construct, but
rather a spectrum of policy instruments whose impact depends on design, intent, and implementa-
tion. Taken together, these insights justify the inclusion of a Regulatory Analysis domain within
the Market Competition subindex. This domain does not evaluate the raw scale of regulation, but
rather the quality and orientation of regulatory frameworks. In so doing, it distinguishes between
regulatory functions that support market dynamism and those that constrain it.

All economies rest on the participation and productivity of their labor force. Without active and
capable workers, meaningful market activity, and by extension competition, cannot exist. Yet it
is the quality of that labor force (skills, education, training, collaboration, and other intangible
attributes) that differentiates national economies and shapes the efficiency of market outcomes.

131Rodrigo Esteban Ortiz Henriquez et al., “Impact of R&D on the Innovation of Products and Processes in Latin
Countries,” Axioms 12, no. 2 (2023): art. 149, 10.
132Pierre Mohnen, Michael Polder, and George van Leeuwen, “Information and Communications Technology, R&D,

and Organizational Innovation: Exploring Complementarities in Investment and Production,” in Measuring and
Accounting for Innovation in the Twenty-First Century, ed. Carol Corrado et al. (Chicago: University of Chicago
Press, 2021), 299–322.
133Giuseppe Nicoletti, Cristiana Vitale, and Carolina Abate, “Competition, Regulation and Growth in a Digitized

World: Dealing with Emerging Competition Issues in Digital Markets,” OECD Economics Department Working
Paper 1752 (Paris: OECD Publishing, 2023), 3.
134Anastasia Litina, Christos A. Makridis, and Georgios Tsiachtsiras, “Do Product Market Reforms Raise Inno-

vation? Evidence from Micro-data across 12 Countries,” Technological Forecasting and Social Change 169 (2021):
120841.
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Although comprehensive cross-country measurement of labor-market characteristics remains chal-
lenging, this domain seeks to capture as holistic an understanding as possible of human capital
competitiveness through legal, cultural, and social dimensions. This domain places particular em-
phasis on survey-based indicators, which provide valuable insight into the more subjective aspects
of human capital (such as managerial competence, collaboration norms, willingness to take risks,
and adaptability) that are not easily quantifiable.

Our premise that human capital competitiveness underpins market dynamism draws on an exten-
sive body of research. The Global Talent Competitiveness Index (GTCI), published by INSEAD,
the Descartes Institute for the Future, and the Human Capital Leadership Institute, served as a
foundational reference for conceptualizing human capital as an input to Market Competition. In
particular, the GTCI’s consideration of both input variables (e.g., education, vocational training)
and output variables (e.g., productivity, innovation capacity) offers a comprehensive framework
for evaluating workforce performance.135 Building on this foundation, the Human Capital Com-
petitiveness domain of the Market Competition subindex extends prior work by integrating recent
survey-based data from business executives worldwide.

Each domain of the subindex integrates a mixture of measurable “hard” data variables, and
perception-based “soft” survey data. The proportional blend of these data types is determined
by their conceptual relevance to the respective domain and the broader availability of reliable
sources.

For full descriptions of the domains in the Market Competition subindex, see Appendix A. For a
detailed listing of the underlying datasets in each domain, see the accompanying GCI Codebook.

Table 6: Domains of the Market Competition Subindex

Domain Datasets

Creative Destruction 15
Regulatory Analysis 8
Human Capital Competitiveness 8

Total 31

Capital Market Sophistication

A foundational pillar of the Global Capitalism Index is the existence, strength, breadth, and re-
silience of capital markets. We capture these four elements under the top-line construct of “capital
market sophistication.” Measuring capital market sophistication allows us to not only assess cur-
rent and historical market activity, but also to evaluate the potential for future capital formation
and/or baseline financial accessibility. In constructing this subindex, we make a deliberate ef-
fort to recognize alternative models of capital market development (market-based, state-led, etc.)
and to fully acknowledge diverse institutional perspectives. Consistent with other components of
the Global Capitalism Index, our methodology integrates both “hard” quantitative indicators and
“soft” survey-based measures. This dual approach allows us to capture a wide spectrum of mar-
ket characteristics, ranging from highly observable metrics (such as the density of ATM and bank
branches) to more qualitative dimensions, including the perceived extent to which financial services
meet business needs, or the assessed availability of venture capital.

135Bruno Lanvin and Felipe Monteiro, The Global Talent Competitiveness Index 2023: What a Difference Ten Years
Make and What to Expect for the Next Decade (Fontainebleau: INSEAD, 2023).
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While this methodology enables a multidimensional view of capital market activity, important
limitations remain. Most notably, cross-country data on mergers and acquisitions and venture
capital investment are sparse, uneven, and inconsistently defined across sources.

The Access and Participation domain of capital market sophistication focuses on the extent to which
individuals and firms can access formal financial infrastructure and actively participate in financial
transactions. We evaluate this domain through two complementary dimensions: (a) the presence of
financial infrastructure, and (b) the prevalence and accessibility of financial transactions. Together,
these dimensions capture both the supply-side availability of financial services and the demand-side
utilization of those services within an economy.

The joint consideration of infrastructure and transactional activity allows for meaningful distinc-
tions across stages of financial development. Economies with limited physical and digital financial
infrastructure typically exhibit low levels of transactional engagement, reflecting early stages of
financial system development. Conversely, economies with extensive infrastructure but relatively
modest transaction volumes may signal structural bottlenecks, regulatory frictions, or underuti-
lization of available financial services. At the upper end of the spectrum, economies characterized
by both dense infrastructure and high transactional intensity are indicative of mature, highly in-
termediated financial systems in which capital markets can drive economic growth, risk allocation,
and enterprise financing. By juxtaposing infrastructure and transactional activity, this framework
captures not only the depth of financial access, but also the effectiveness with which that access
translates into real economic participation.

By examining enabling inputs alongside observable market outputs, this framework establishes a
baseline assessment of the capacity for capital markets to exist and attain a level of “sophistication.”
This distinction is particularly critical in a global context, where financial systems frequently diverge
from traditional Western, bank-centered or market-based models.136 Capturing and normalizing
cultural divergence requires evaluating access and participation through multiple, complementary
indicators. Accordingly, we have constructed this subindex to capture structural differences through
the inclusion of both infrastructure- and transaction-based variables, allowing for a more nuanced
and internationally comparable assessment of capital market development.

Our examination of total capital market depth and maturity focuses on equity, bond, venture
capital, and mergers and acquisitions (M&A) markets. Within public bond and equity markets,
current data availability permits a detailed examination of market scale, trading activity, regulatory
context, and asset-quality characteristics. Indicators including stock market turnover and mutual
fund assets as a percentage of GDP provide a holistic portrait of financial market scope, capturing
both the corporate financing dimension and the breadth of investor participation.

We include mutual fund assets as a percentage of GDP to capture a complementary dimension of
market participation and the development of nonbank financial intermediation. Following Sviry-
dzenka (2016), we treat mutual fund assets-to-GDP as a core indicator of financial institution
depth. Higher mutual fund penetration reflects the capacity of nonbank intermediaries to mobilize
household savings into listed securities, broadening the investor base and enhancing risk-sharing.
Consistent with IMF and World Bank frameworks, deeper nonbank intermediation is associated

136The case of China illustrates this point clearly. Despite exhibiting extremely high levels of digital transaction
activity, with 82% of adults making a digital payment in 2021, China simultaneously maintains one of the world’s
largest unbanked populations. As of 2021, estimates suggest that there were over 130 million unbanked individuals in
the nation. See Asli Demirgüç-Kunt et al., The Global Findex Database 2021: Financial Inclusion, Digital Payments,
and Resilience in the Age of COVID-19 (Washington, DC: World Bank, 2022).
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with greater equity-market breadth and liquidity.137 While other financial assets like ETFs, CEFs,
and REITs play a similar and growing role, mutual funds’ ubiquity across time and geography
allow for a more consistent and expansive cross-nation evaluation of capital market depth.

In addition to market scale, participation, and institutional depth, we assess market functioning
through measures of risk and regulation. To do so, we analyze data comprising stock market
volatility and survey measurements on regulation of security exchanges. Volatility provides insight
into prevailing uncertainty and into the transmission of monetary policy across financial systems.138

Finally, we capture the governance of financial markets through survey-based indicators designed
to reflect institutional guardrails. Given the heterogeneity in legal traditions, supervisory capacity,
and state involvement across financial systems, survey-based measures provide a pragmatic means
of capturing cross-country variation in regulatory effectiveness and market oversight. We rely on
survey data for two reasons: first, to reflect the diversity of regulatory models and the perspectives of
market participants operating within them; and second, due to the limited availability of consistent
cross-national, quantitative measures of regulatory enforcement. While imperfect, these indicators
represent the most consistent proxies available globally for evaluating the regulatory foundations
of equity market depth and maturity. We also compensate for potential bias and variation through
our dataset reliability assessment and scoring process.

We assess bond market depth and scope using data on corporate bond markets, supplemented
by broader assessments of debt maturity and investment horizons and general lending conditions
within the financial system. We examine the structural composition of national bond markets
through (a) corporate bond issuance volume to GDP, and (b) corporate bond average maturity.

Corporate bond issuance volume relative to total economic output (GDP) allows for meaningful
cross-country comparison of the role played by bond markets in financing real economic activity.
Higher levels of corporate bond issuance relative to GDP are generally associated with highly
sophisticated capital markets in which firms can substitute market-based finance for bank credit.

Likewise, longer average maturities in corporate bond markets signal greater bond market sophis-
tication. In economies with well-developed capital markets, longer average maturities represent
higher investor confidence, credible macroeconomic policy frameworks, and a substantial presence
of long-horizon institutional investors.139 Longer maturities also reduce rollover and liquidity risk,
thereby supporting financial stability and predictable return profiles. Time series variation in aver-
age corporate bond maturity reflects the interaction between investment horizons, asset lifecycles,
and leverage dynamics.140 At the national level, average bond maturity provides indirect insight
into private investment structure, asset lifecycles, and the temporal profile of credit demand. In
many bank-centered financial systems, commercial banks serve as primary intermediaries in do-
mestic bond markets by underwriting, holding, and distributing corporate and government debt in
ways that substitute for independent capital markets. The subindex captures bond market activity
through market-based indicators but we acknowledge that the balance between bank-intermediated
and market-intermediated debt financing varies meaningfully across financial systems.

137Katsiaryna Svirydzenka, “Introducing a New Broad-based Index of Financial Development,” IMF Working Paper
16/5 (2016).
138Roni Bhowmik and Shouyang Wang, “Stock Market Volatility and Return Analysis: A Systematic Literature

Review,” Entropy 22, no. 5 (2020): 522.
139Under standard maturity-matching practices, extended maturities often reflect demand from pension funds,

insurance companies, and sovereign wealth funds seeking duration alignment with long-term liabilities.
140Thomas Geelen et al., “Asset Life, Leverage, and Debt Maturity Matching,” Journal of Financial Economics 154

(April 2024):103796.
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Beyond bond-specific indicators, we incorporate the interest rate spread as a measure of broader
lending conditions. The interest rate spread, defined as the difference between lending and deposit
rates, represents a consumer-facing indicator of capital market efficiency and financial intermedi-
ation. In highly sophisticated financial systems, competitive pressures and stable macroeconomic
conditions compress this spread, aligning lending and deposit rates. By contrast, wider spreads may
reflect elevated credit risk, weak competition, policy distortions, or fragile depositor confidence. In
such settings, banks require greater compensation for extending credit while needing to offer higher
incentives to mobilize household savings. Persistent or extreme spreads therefore signal frictions in
financial intermediation consistent with lower levels of capital market sophistication.

It is important to note that in many nations around the world, the practice of lending for interest
may not be in accordance with state-accepted parameters of financial activity. To compensate for
differences in usury limitations across cultural and legal systems, we have complemented interest
rate-driven data with a survey-based assessment of venture capital availability that does not ex-
plicitly mention the charging of interest.141 This survey question is more inclusive of alternative
financial systems (such as bartering, sukuk, certificate, time contracting, or microfinance) that may
or may not be based on interest rates, but still provide both short- and long-term credit.142

The liquidity and resilience of a capital market is a vital element of its overall sophistication.
Liquidity is a precondition for efficient price discovery, financial asset creation, and open market
functioning. Markets that lack sufficient liquidity are prone to amplified volatility and diminished
investor confidence. By “resilience,” we mean the system’s ability to adapt to short-term volatility
and changes to the macro environment, as well as the long-term capacity to return to normal
operations amidst crisis situations. Together, liquidity and resilience determine the degree to which
capital markets can sustain their intermediation function under adverse conditions. The indicators
selected for this domain are therefore designed to capture both the market-facing dimension of
liquidity and the systemic dimension of financial resilience.

For cross-national comparisons, we include measures of (a) systemic reserve adequacy, (b) country
risk premiums, and (c) the percentage of liquid liabilities to GDP. Using these three metrics, we
have greater capacity to assess countries, regions, and trends on a global scale. We include two
country risk premium metrics due to small, but meaningful differences in methodology. The first of
the country risk premiums spans all available years of data and is defined as the Adjusted Default
Spread or Rating-based Default Spread multiplied by bond market volatility. The second country
risk premium metric begins in 2012 and is based on CDS spreads. Including both metrics provides
a more detailed portrait of national risk profiles and includes data for more nations over the covered
period.143

It is worth noting that banks are, of course, a central institution within any capital market ecosys-
tem. Empirically, economies that score highly on capital market sophistication tend to feature
large, well-capitalized banking sectors. However, we find no theoretical basis for disaggregating the
banking sector as a standalone component within this subindex. We designed our measurement
framework to capture what is done within capital markets rather than the actors present. Whether
a commercial bank, a non-bank lender, or a family member extends credit, what matters for the
purposes of this index is the volume, accessibility, and sophistication of financial activity. The sole

141“In your country, how easy is it for start-up entrepreneurs with innovative but risky projects to obtain equity
funding? [1 = Extremely difficult; 7 = Extremely easy].”
142World Economic Forum, Executive Opinion Survey (Geneva: World Economic Forum, 2025).
143For more details on country risk premium methodology and data sourcing, please see the Capital Market Sophis-

tication appendix and datasheet.
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exception to this principle is our inclusion of mutual fund assets as a percentage of GDP, which we
retain because it remains the best available proxy for the depth of financial intermediation across
a wide cross-section of countries and time periods. However, we do believe that the depth and
stability of the banking system is a crucial component of capitalist systems and measure it as a
separate subindex in the GCI.

For full descriptions of the domains in the Capital Market Sophistication subindex, see Appendix
A. For a detailed listing of the underlying datasets in each domain, see the accompanying GCI
Codebook.

Table 7: Domains of the Capital Market Sophistication Subindex

Domain Datasets

Access and Participation: Infrastructure 5
Access and Participation: Transactions 10
Equity Market Depth and Scope 4
Bond Market Depth and Scope 3
Venture Capital Availability 1
M&A Prevalence 2
Liquidity and Resilience 4

Total 29

Depth and Stability of the Banking System

Capitalist systems depend on banking infrastructure to intermediate the consolidation and distri-
bution of capital. The banking system stores value, creates credit, and mobilizes and circulates
capital for productive use. The ability of a banking system to penetrate the real economy and
maintain stability in the face of shocks is vital for the origination and sustenance of new and old
ventures alike. The Schumpeterian model of economic dynamism requires banking system stability
to activate disruptive entrepreneurs. Gerschenkron identifies a deep banking system as the long-
term supplier of the working and fixed capital necessary for industrial development.144 The GCI
measures and integrates these concepts to create a synthetic assessment of each country’s banking
system.

The institutionalization of banking creates the systematic means of pooling risk and making volun-
tary exchange more accessible. Banks transform credit maturity by borrowing in short timeframes
and lending for longer ones. In so doing, banks intermediate credit for firms and households while
tying the stability of the financial system to the expectation of future profit.145 Deep banking
systems allow banks to operate at a lower cost and with greater institutional flexibility. The deeper
and more integrated banking systems become, the more network affects and economies of scale
improve access to credit while smoothing commercial frictions.

The emergence of formal banking institutions paralleled the rise of proto-capitalist economic sys-
tems. In early modern Europe, early banks provided the commercial credit that enabled long-term

144Joseph A. Schumpeter, The Theory of Economic Development: An Inquiry into Profits, Capital, Credit, Interest,
and the Business Cycle, trans. Redvers Opie (Cambridge, MA: Harvard University Press, 1934 [1911]); Alexander
Gerschenkron, Economic Backwardness in Historical Perspective: A Book of Essays (Cambridge, MA: Belknap Press
of Harvard University Press, 1962).
145Douglas W. Diamond and Philip H. Dybvig, “Bank Runs, Deposit Insurance, and Liquidity,” Journal of Political

Economy 91, no. 3 (1983): 401–419.
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ventures. The large-scale consolidation and distribution of capital allowed for a depth and duration
of credit provision that would have overwhelmed traditional moneylenders or commodity/land-
backed credit facilities.146 As such, banking institutions developed objective mechanisms to mea-
sure creditworthiness and solvency, which created trust in impersonal credit channels and allowed
for access beyond interpersonal relationships.147

Since banking depth and prosperous economies often appear together, the correlation alone cannot
say which produces which. Two studies address the relationship from opposite directions. King
and Levine (1993) show that financial depth, measured by the ratio of liquid liabilities to GDP in
deposit-taking banks, predicts subsequent growth, capital accumulation, and efficiency gains across
roughly eighty countries between 1960 and 1989.148 Rajan and Zingales (1998) demonstrate that
financial development (i.e. a deep and integrated banking system) reduces the cost of credit to
firms. This in turn accelerates the growth of capital-hungry industrial sectors and the beneficial
economic conditions that accompany it. Since Rajan and Zingales’s study features observations
with constant institutional and macroeconomic conditions, the differential effect in those industries
isolate financial depth as the operative mechanism for rapid development.149

We measure the Banking System Depth domain through the volume of credit the system interme-
diates, the reach of that system across firms and households, and the perceived adequacy of those
services. The depth of credit intermediation is best measured relative to the size of the economy
rather than in absolute terms.150 Therefore, we use scale data capturing credit issued by deposit-
taking banks by GDP. Additionally, we include IMF indices of financial institution access, depth,
and efficiency to address a wider set of institutional measures.151 A system can intermediate sub-
stantial credit volume while serving only large firms and high-income households. To complement
these measures of volume, we use metrics that capture the breadth of banking system access, includ-
ing commercial bank branch density, debit and credit card penetration, digital payment activity,
and mobile money usage. These are the established cross-national indicators of banking system
reach, and levels vary substantially even among countries with comparable credit volumes.152 Mo-
bile money access extends risk-pooling and consumption smoothing functions to populations that
traditional bank branch networks typically do not reach.153 This domain also includes survey-based
assessments of financial access and innovation.154

146Raymond de Roover, The Rise and Decline of the Medici Bank, 1397–1494 (Cambridge, MA: Harvard University
Press, 1963); Richard A. Goldthwaite, “The Medici Bank and the World of Florentine Capitalism,” Past & Present,
no. 114 (1987): 3–31.
147Douglas W. Diamond, “Financial Intermediation and Delegated Monitoring,” Review of Economic Studies 51,

no. 3 (1984): 393–414.
148Robert G. King and Ross Levine, “Finance and Growth: Schumpeter Might Be Right,” Quarterly Journal of

Economics 108, no. 3 (1993): 717–737.
149Raghuram G. Rajan and Luigi Zingales, “Financial Dependence and Growth,” American Economic Review 88,

no. 3 (1998): 559–586.
150Martin Čihák et al., “Benchmarking Financial Systems Around the World,” World Bank Policy Research Working

Paper 6175 (2012); Beck, Demirgüç-Kunt, and Levine, “A New Database.”
151Svirydzenka, “Introducing a New Broad-based Index.”
152Thorsten Beck, Asli Demirgüç-Kunt, and Maŕıa Soledad Mart́ınez Peŕıa, “Reaching Out: Access to and Use of

Banking Services Across Countries,” Journal of Financial Economics 85, no. 1 (2007): 234–266; Asli Demirgüç-Kunt
and Leora Klapper, “Measuring Financial Inclusion: The Global Findex Database,” World Bank Policy Research
Working Paper 6025 (2012); Asli Demirgüç-Kunt et al., The Global Findex Database 2017: Measuring Financial
Inclusion and the Fintech Revolution (Washington, DC: World Bank, 2018).
153William Jack and Tavneet Suri, “Risk Sharing and Transactions Costs: Evidence from Kenya’s Mobile Money

Revolution,” American Economic Review 104, no. 1 (2014): 183–223; Tavneet Suri and William Jack, “The Long-Run
Poverty and Gender Impacts of Mobile Money,” Science 354, no. 6317 (2016): 1288–1292.
154It is worth noting that this subindex includes measures of market depth that capture domestic depth relative to
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Banking system stability represents the institutional capacity to sustain credit markets over the
long term. Since banks contain inherent points of fragility (maturity mismatch, collateral risk,
leverage, run dynamics, etc.), their robustness to shocks is central to their ability to fulfill their
role over time.155 Bank failures or institutional pullback lead to contractions in the money supply,
consumer demand, and the flow of capital.156 Minsky and Kindleberger show that this endogenous
instability also extends to the business cycle, where credit accumulates during expansions and
unwinds abruptly in contractions.157

The consequences of banking instability often spill over into the real economy. Bernanke’s (1983)
analysis of the Great Depression established that the destruction of lending relationships and screen-
ing due to bank failure raises the cost of credit to borrowers and can produce systemic instability.158

Peek and Rosengren (2000) show that a shock to Japanese bank capital contracted US commer-
cial real estate lending through those banks’ American branches. Chodorow-Reich (2014) finds
that firms whose lenders had greater exposure to the 2008 collapse experienced significantly larger
employment declines than comparable firms that borrowed from healthier institutions.159

We measure banking stability across bank capitalization, asset quality, liquidity, profitability, and
concentration. We measure capitalization through the ratio of Tier 1 capital to total balance sheet
assets and the ratio of total regulatory capital to risk-weighted assets. Berger and Bouwman (2013)
find that higher pre-crisis capital ratios raise banks’ probability of surviving banking crises.160

We include both the risk-weighted and unweighted ratios as risk weights can vary by regulatory
jurisdictions and internal policies.161

We measure asset quality through non-performing loans as a share of gross loans. Deteriorating
loan books erode capital and elevated non-performing ratios constrain new lending independent of
a bank’s solvency. The IMF Financial Soundness Indicators apply a common definition for loan
non-performance across countries which improves cross-national comparability.

Bank liquidity determines whether an institution can meet obligations while it absorbs losses. As

a country’s own economy rather than a country’s share of global capital market activity. For example, the United
States might score well on domestic depth measures, but the fact that a disproportionate share of international
transactions are denominated in dollars and cleared through U.S. markets is not directly captured. Measures of global
trading share were considered but excluded because the GCI is designed to measure the institutional environment for
capitalism within a country rather than a country’s relative position in the global financial system. A country’s share
of global trading activity is partly a function of institutional quality, but it also reflects reserve currency status and
network effects that are better understood as outcomes of institutional strength rather than inputs to it. Additionally,
this subindex does not distinguish market-allocated credit from state-directed credit. An economy in which state
banks lend at scale to state-owned enterprises will register as deep without exhibiting the allocative mechanisms this
subindex is intended to capture.
155Diamond and Dybvig, “Bank Runs, Deposit Insurance, and Liquidity.”
156Keynes, The General Theory.
157Hyman P. Minsky, Stabilizing an Unstable Economy (1986; repr., New York: McGraw-Hill, 2008), 219–246;

Robert Z. Aliber and Charles P. Kindleberger, Manias, Panics, and Crashes: A History of Financial Crises, 7th ed.
(Basingstoke: Palgrave Macmillan, 2015), 38–52.
158Ben S. Bernanke, “Nonmonetary Effects of the Financial Crisis in the Propagation of the Great Depression,”

American Economic Review 73, no. 3 (1983): 257–276.
159Joe Peek and Eric S. Rosengren, “Collateral Damage: Effects of the Japanese Bank Crisis on Real Activity in the

United States,” American Economic Review 90, no. 1 (2000): 30–45; Gabriel Chodorow-Reich, “The Employment
Effects of Credit Market Disruptions: Firm-level Evidence from the 2008–9 Financial Crisis,” Quarterly Journal of
Economics 129, no. 1 (2014): 1–59.
160Allen N. Berger and Christa H. S. Bouwman, “How Does Capital Affect Bank Performance During Financial

Crises?” Journal of Financial Economics 109, no. 1 (2013): 146–176.
161Anat Admati and Martin Hellwig, The Bankers’ New Clothes: What’s Wrong with Banking and What to Do
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35



such, we assess bank liquidity through the Basel III liquidity coverage ratio and the ratio of liquid
assets to short-term liabilities. Acharya and Mora show that banks with weaker liquidity positions
entering the Global Financial Crisis were unable to sustain necessary money and credit flows.162

We treat bank profitability, measured through return on assets, as a forward indicator of stability.
Retained earnings serve as the primary mechanism through which banks rebuild capital buffers.
Additionally, Keeley (1990) demonstrates that banks with more durable earnings have more to lose
and therefore take more systematic approaches to risk management.163 The World Bank Z-score
indicator, which measures capitalization and returns against the volatility of returns is one of the
standard cross-national indicators of bank soundness.164 It is important to note that high returns
alone may reflect either a durable bank or excessive risk-taking. The World Bank Z-score partially
resolves this by penalizing earnings volatility.

We measure systemic concentration through the proportion of assets held among the five largest
banks. Systemic stability depends disproportionately on the largest institutions rather than on the
aggregate performance of all banks. A system can absorb the failure of many small institutions
while remaining fundamentally stable, but not the failure of those that intermediate significant
portions of credit and deposits. This asymmetry is the premise of much of the post-GFC literature
on systemic risk.165 Five-bank asset concentration is the best cross-national proxy for a system’s
exposure to a small number of institutions.166 However, several groups of scholars have contested
the relationship between concentration and stability. One school of thought holds that market
power in loan markets induces borrower risk-shifting and therefore raises fragility.167 Another finds
that more concentrated banking systems experience fewer systemic crises.168 Bank concentration
should not be read as a measure of banking system size or development. Since large economies
often support large numbers of institutions, the deepest banking systems frequently record the
lowest concentration ratios.169 The Banking System Stability domain also includes two survey-
based indicators of bank soundness and crisis response capacity. These metrics capture qualitative
perceptions of the banking environment in conjunction with the nominal level of concentration.

Banking depth and stability are complementary goals that require institutional oversight and, when
appropriate, intervention to maintain credit, counter cyclical trends, and avoid systemic crisis.170 A
shallow system cannot mobilize sufficient credit for innovation and growth, while an overextended

162Viral V. Acharya and Nada Mora, “A Crisis of Banks as Liquidity Providers,” Journal of Finance 70, no. 1
(2015): 1–43.
163Michael C. Keeley, “Deposit Insurance, Risk, and Market Power in Banking,” American Economic Review 80,

no. 5 (1990): 1183–1200.
164Luc Laeven and Ross Levine, “Bank Governance, Regulation and Risk Taking,” Journal of Financial Economics

93, no. 2 (2009): 259–275; Martin Čihák and Heiko Hesse, “Islamic Banks and Financial Stability: An Empirical
Analysis,” Journal of Financial Services Research 38, nos. 2–3 (2010): 95–113.
165Tobias Adrian and Markus K. Brunnermeier, “CoVaR,” American Economic Review 106, no. 7 (2016): 1705–

1741; Viral V. Acharya et al., “Measuring Systemic Risk,” Review of Financial Studies 30, no. 1 (2017): 2–47;
Luc Laeven, Lev Ratnovski, and Hui Tong, “Bank Size, Capitalization, and Systemic Risk,” Journal of Banking &
Finance 69, supplement 1 (2016): S25–S34.
166Čihák et al., “Benchmarking Financial Systems Around the World.”
167John H. Boyd and Gianni De Nicoló, “The Theory of Bank Risk Taking and Competition Revisited,” Journal of

Finance 60, no. 3 (2005): 1329–1343.
168Thorsten Beck, Asli Demirgüç-Kunt, and Ross Levine, “Bank Concentration, Competition, and Crises: First

Results,” Journal of Banking & Finance 30, no. 5 (2006): 1581–1603; Franklin Allen and Douglas Gale, “Competition
and Financial Stability,” Journal of Money, Credit and Banking 36, no. 3, pt. 2 (2004): 453–480.
169Asli Demirgüç-Kunt and Ross Levine, “Bank Concentration: Cross-Country Evidence” (working paper, World

Bank, Washington, DC, 2000).
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one risks systemic collapse. As a result, effective banking systems rely on a delicate balance between
autonomy and oversight. Independent regulatory bodies, like central banks, supervisory agencies,
and macroprudential authorities, must maintain systemic discipline without stifling the economy.171

Depth and Stability of the Banking System and Capital Market Sophistication are two comple-
mentary but distinct components of capitalist systems. Banks collect deposits and circulate credit
on the basis of information they generate by lending without observed price signals.172 Capital
markets allocate through prices that aggregate dispersed and anonymous judgments into a public
signal that reflects both information and sentiment. Prices incorporate what participants collec-
tively know, but they also incorporate what participants collectively believe about what other
participants believe. As a result, capital markets reallocate differently than banks and can often
detach from fundamental value more quickly.173

Each mechanism performs a function capitalist systems require and the other cannot supply. Bank-
ing systems finance what capital markets cannot price efficiently. Entrepreneurs require banks to
assess and extend credit for new ventures with less operating history. These banks transform the
credit maturity of their short-term deposits into long-term credit and allow the economy to fund
more investments out of its aggregate liquid savings. The two mechanisms therefore suit different
conditions and fail in different ways. Opaque borrowers, long horizons, and situations where the
relevant information cannot be credibly obtained favor bank-based intermediation. Transparent
firms, dispersed risk, and situations requiring rapid reallocation favor market-based capital alloca-
tion. An economy exposed to only one mechanism may be exposed to only one mode of failure,
but it forgoes the specific form of market activity the other mechanism enables. Measuring the two
separately preserves information a combined “financial development” score would miss.

For full descriptions of the domains in the Depth and Stability of the Banking System subindex, see
Appendix A. For a detailed listing of the underlying datasets in each domain, see the accompanying
GCI Codebook.

Table 8: Domains of the Depth and Stability of the Banking System Subindex

Domain Datasets

Banking System Depth 12
Banking System Stability 10

Total 22

New Business Formation and Growth

A sophisticated ecosystem of firm formation, development, and growth is central to thriving cap-
italist systems. Entrepreneurship animates markets, creates innovation, incentivizes risk-taking,
and promotes broader market competition. This subindex captures the institutional, human, and
cultural conditions that support new business formation and enable entrepreneurial ventures to
flourish. The entrepreneur occupies a central position in the culture of capitalism. Classical and

171Paul Tucker, Unelected Power: The Quest for Legitimacy in Central Banking and the Regulatory State (Princeton,
NJ: Princeton University Press, 2018).
172Diamond, “Financial Intermediation and Delegated Monitoring.”
173Friedrich A. Hayek, “The Use of Knowledge in Society,” American Economic Review 35, no. 4 (1945): 519–530;

Robert J. Shiller, “Do Stock Prices Move Too Much to Be Justified by Subsequent Changes in Dividends?” American
Economic Review 71, no. 3 (1981): 421–436; Malcolm Baker and Jeffrey Wurgler, “Investor Sentiment in the Stock
Market,” Journal of Economic Perspectives 21, no. 2 (2007): 129–151.
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modern theorists conceptualize the entrepreneur in different ways, yet they always converge on its
structural importance.174 Adam Smith believed that the entrepreneur catalyzed the division of
labor, while Richard Cantillon presented the entrepreneur as a risk-bearing intermediary who en-
ables efficiency gains and wealth creation.175 Frank Knight built on this definition, emphasizing new
business’s role as a bearer of unquantifiable uncertainty and Schumpeter viewed the entrepreneur
as not merely a market participant but an endogenous force for capitalist evolution.176 Israel
Kirzner (1973) framed entrepreneurs as agents of discovery, correcting market inefficiencies and
equilibrating markets through their pursuit of perceived opportunities.177 Together, these perspec-
tives emphasize entrepreneurship as more than a byproduct of capitalist systems, but rather a
precondition for their existence.

The institutional facilitation of new businesses is complex and multifaceted. Human capital is
a key input to the entrepreneurial process. The embedded knowledge, skill, and education of
a talent base supplies productive capital and furthers entrepreneurial activity.178 Endogenous
growth theory underscores that the accumulation of human capital through education, experience,
and research drives technological progress and new firm formation.179 A concentration of human
capital can increase business activity through entrepreneurial clusters,180 in which strong talent
ecosystems foster cross-industry knowledge spillovers.181 Audretsch and Feldman (1996) show
that innovative activity gathers in geographic clusters primarily because of knowledge spillovers
from human capital.182 The development of entrepreneurial education can similarly cultivate new
business growth through talent development.183

We measure human capital conditions through educational investment and attainment, government
spending on education, average years of schooling, tertiary enrollment, and the equality of access to
basic education. We also use surveys that assess quality at the primary, secondary, vocational, and
tertiary levels, the availability of professional training, the extent to which firms invest in workforce
upskilling, and whether companies can find the skills they need in the local labor market. It is worth
noting that we view education as a critical social endowment that strongly conditions economic
performance, but not as a defining institutional component of capitalism itself. While education
shapes how effectively capitalist systems operate, it does not constitute a market institution or
policy mechanism in the same sense as our eight subindex topics. That said, we do incorporate
measures of educational investment, attainment, and quality within this subindex as an enabling
input to capitalist activity rather than as a core dimension of capitalism.

174C. Mirjam van Praag, “Some Classic Views on Entrepreneurship,” De Economist 147, no. 3 (1999): 311–335.
175Smith, Wealth of Nations; Richard Cantillon, Essay on the Nature of Trade in General, ed. and trans. Henry

Higgs (London: Macmillan, 1931).
176Frank H. Knight, Risk, Uncertainty, and Profit (Boston: Houghton Mifflin, 1921); Schumpeter, Theory of Eco-

nomic Development.
177Israel M. Kirzner, Competition and Entrepreneurship (Chicago: University of Chicago Press, 1973).
178Becker, Human Capital.
179Paul M. Romer, “Endogenous Technological Change,” Journal of Political Economy 98, no. 5, pt. 2 (1990):

S71–S102.
180Edward L. Glaeser, William R. Kerr, and Giacomo A. M. Ponzetto, “Clusters of Entrepreneurship,” Journal of

Urban Economics 67, no. 1 (2010): 150–168.
181Zoltan J. Acs and Catherine Armington, Entrepreneurship, Geography, and American Economic Growth (Cam-

bridge: Cambridge University Press, 2006).
182David B. Audretsch and Maryann P. Feldman, “R&D Spillovers and the Geography of Innovation and Produc-

tion,” American Economic Review 86, no. 3 (1996): 630–640.
183Niklas Elert, Fredrik W. Andersson, and Karl Wennberg, “The Impact of Entrepreneurship Education in High

School on Long-Term Entrepreneurial Performance,” Journal of Economic Behavior & Organization 111 (2015):
209–223.
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New business formation is a social phenomenon that requires levels of cultural acceptance and
promotion, risk-taking, profit motivation, and innovation.184 Max Weber proposed the Protestant
cultural ethics connects Puritan cultural values of individuality and asceticism as conducive to
capitalist enterprise.185 Weber’s religious connotation aside, contemporary scholarship echoes this
connection between cultural values and entrepreneurial activity. Societies that value risk-taking,
have higher tolerance for failure, and emphasize individualism tend to have higher rates of business
formation.186 Audretsch and Moog (2022) explicitly tie democratic societies to entrepreneurship
through their emphases on openness, mobility, and diversity.187 Entrepreneurial culture functions
as an informal institution that enables individuals to pursue new business formation and associated
profits within established social boundaries. Since these social ethics represent dispositions rather
than institutions, our Cultural Acceptance of Entrepreneurship domain relies entirely on population
and survey measures. This includes surveys covering the share of the adult population perceiving
local opportunities and possessing the capabilities to act on them. Surveys also measure the share
of a population deterred by fear of failure, whether entrepreneurship is regarded as a desirable
career, and whether successful entrepreneurs hold high social status.

Once entrepreneurs create new ventures, opportunities for firm competition and growth require
access to a growing network of market systems. Firms must not only emerge but also be able to scale
and expand into broader markets. Access to both domestic and international markets determines
the potential for firm development, competition, and growth. In modern capitalist systems, market
access no longer progresses sequentially from domestic development to internationalization, but
rather simultaneously through “born global” ventures.188 These transnational firms benefit from
open trade regimes, mobile labor, and broader market access. We measure market access through
export partner concentration, logistics performance, taxes on international trade, and the scale of
the domestic market. We capture the competitive terms an entrant faces through the intensity of
local competition, the extent of market dominance, the effectiveness of antitrust policy, the presence
of state ownership in the sectors a firm might enter, and the depth of local clusters.

Similarly, nations with deep access to risk capital foster greater entrepreneurial formation and
scaling. The availability of startup capital provides both the early-stage financing to translate
ideas into production and a signal of support for entrepreneurship by an economy.189 Venture
capital availability strongly associates with increased innovation output.190 Beyond purely early-
stage venture capital, access to formal and informal credit systems allows entrepreneurs to avoid
liquidity constraints. In many developing and transitional economies, small and medium-sized
enterprises (SMEs) rely on credit from banks, microfinance institutions, or informal lenders.191

184Zoltan J. Acs and David B. Audretsch, eds., Handbook of Entrepreneurship Research (Boston: Kluwer, 2003);
Global Entrepreneurship Monitor, Global Entrepreneurship Monitor 2024/2025 Global Report: Entrepreneurship Re-
ality Check (London: Global Entrepreneurship Monitor, 2025).
185Max Weber, The Protestant Ethic and the Spirit of Capitalism, trans. Stephen Kalberg (Oxford: Oxford Uni-

versity Press, 2011 [1920]).
186Global Entrepreneurship Monitor, 2024/2025 Global Report ; Geert Hofstede, Culture’s Consequences: Comparing

Values, Behaviors, Institutions, and Organizations Across Nations, 2nd ed. (Thousand Oaks, CA: Sage, 2001).
187David Audretsch and Petra Moog, “Democracy and Entrepreneurship,” Entrepreneurship Theory and Practice

46, no. 2 (2022): 368–392.
188Benjamin M. Oviatt and Patricia P. McDougall, “Toward a Theory of International New Ventures,” Journal of

International Business Studies 25, no. 1 (1994): 45–64.
189Acs and Audretsch, Handbook of Entrepreneurship Research.
190Samuel Kortum and Josh Lerner, “Assessing the Contribution of Venture Capital to Innovation,” RAND Journal

of Economics 31, no. 4 (2000): 674–692.
191Thorsten Beck, Asli Demirgüç-Kunt, and Vojislav Maksimovic, “Financial and Legal Constraints to Firm Growth:

Does Firm Size Matter?” Journal of Finance 60, no. 1 (2005): 137–177.
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The depth of these credit markets is a crucial determinant of total entrepreneurial activity.192

These systems, including informal lending, can complement formal systems by expanding credit
availability and risk diversification to a greater number of new businesses.193

Access to capital, whether through venture funds, formal banking, or informal lending is an essential
foundation of capitalist dynamism. We measure formal banking relationships through deposit ac-
count penetration, borrower counts, and outstanding loans and deposits relative to GDP. Equivalent
measures for cooperative and microfinance channels capture informal lending. Survey measures as-
sess how easily businesses obtain a bank loan, how easily start-up entrepreneurs with risky projects
obtain equity funding, whether SMEs can access financing for operations, and whether laws and
regulations protect minority shareholders.

Institutional complements to entrepreneurship play an important role in creating new economic
activity.194 Government policy can enable and support entrepreneurial activity, often through the
diffusion of knowledge via research & development funding and reduced administrative burdens.195

The Government Supporting Policy domain measures whether the policy environment lowers or
raises the cost of forming and operating a business. It captures regulatory burden through the
ease of complying with government regulation and the prevalence of non-tariff barriers, legal re-
course through settling disputes and challenging government actions, fiscal distortion through the
distortive effect of taxes and subsidies, and labor regulation through hiring and firing practices and
restrictions on employing foreign workers. It also includes the World Bank’s Women, Business and
the Law index, on the reasoning that legal barriers to half a population’s economic participation
are a constraint on the pool of potential entrepreneurs.

Cooperation by industry, research centers, and the state stimulates new ideas and thus provides
avenues for the commercialization of innovations.196 The collaboration between these three entities
stimulates private business growth by converting knowledge into entrepreneurial opportunities and
providing sustainable markets for them.197 The R&D Transfers domain measures this channel
through survey assessments of the extent to which national research and development reaches new
and growing firms, patent family counts, and gross expenditure on R&D scaled by GDP.

New business formation and growth is not purely an output of capitalism, but rather the engine of
capitalist dynamism. The vibrancy of a capitalist system depends on its ability to regenerate and
sustain itself through entrepreneurship.

For full descriptions of the domains in the New Business Formation and Growth subindex, see
Appendix A. For a detailed listing of the underlying datasets in each domain, see the accompanying
GCI Codebook.
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Table 9: Domains of the New Business Formation and Growth Subindex

Domain Datasets

Human Capital 14
Cultural Acceptance of Entrepreneurship 6
Market Access 9
Access to Startup Capital 12
Government Supporting Policy 10
R&D Transfers 5

Total 56

Free Flow of Goods and Capital

Capitalist systems depend on the free flow of goods and capital within and across borders. The
pursuit of allocative efficiency necessitates that players in the market have the capacity to distribute
and exchange both goods and capital as they see fit. David Ricardo argued that comparative
advantage required that a nation “naturally devotes its capital and labour to such employments
as are most beneficial to each,” including beyond its borders.198 The broader the market across
borders, the greater the complementarity of inherent assets, the more intense the specialization,
and thus the greater potential for enterprise. This logic applies not only to inter-country flows
but also to internal ones, as fragmented domestic markets can constrain the effect of goods and
capital flows in otherwise open economies. This subindex measures the capacity and commitment
of a given economy to integrate the flows of trade, financial capital, and human capital within and
across its borders.

Open trade flows import competition into domestic markets. A protected domestic producer only
faces its own market conditions where as exposure to foreign competition applies greater competi-
tive pressure. Additionally, trade openness determines whether domestic firms can obtain inputs.
Amiti and Konings (2007) find that a ten percentage point reduction in tariffs on intermediate
inputs raised plant productivity by twelve percent. This is at least twice the gain from equivalent
reductions in output tariffs.199 Trade openness is not just a condition for selling into larger markets
but for obtaining vital inputs in a world where components, machinery, and materials cross borders.

We measure the Free Flow of Trade domain through indicators of trade participation and capacity.
Additionally, we include the Hamilton Indicator, described below, and expert assessment of the
extent to which a country has liberalized its trade regime. We measure trade participation through
metrics of trade as a share of GDP and the HHI export partner concentration index.200 We
capture capacity through the Logistics Performance Index, which surveys logistics professionals on
customs performance, infrastructure quality, and shipment timeliness, capturing the physical and
administrative ability to move freight.

Economies may be formally open to international goods markets while remaining structurally con-

198David Ricardo, On the Principles of Political Economy and Taxation (London: John Murray, 1817), ch. 7.
199Mary Amiti and Jozef Konings, “Trade Liberalization, Intermediate Inputs, and Productivity: Evidence from

Indonesia,” American Economic Review 97, no. 5 (2007): 1611–1638.
200It is worth noting that trade-to-GDP ratios are systematically lower for large economies, which tend to utilize

extensive internal markets more than smaller countries more dependent on cross-border exchange. However, tariff
policy, non-tariff barriers, infrastructure investment, and institutional commitments each shape trade participation
independently of country and market scale. Additionally, nations with minimized import/export costs and logistics
performance demonstrate an easier environment for trade facilitation.
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strained by narrow production bases. This narrowness limits a nation’s ability to sustain diverse
export participation. We use the Economic Complexity Index to capture the accumulated pro-
ductive knowledge embedded across firms, workers, and institutions. Complex economies generate
a wide range of sophisticated goods and maintain participation across multiple export categories.
Breadth of trade capacity reduces dependence on narrow export flows and sustains broad market
integration during periods of disruption. This distinction between formal openness and structural
capacity is central to measuring the genuine free flow of goods.

Institutional commitment to broad and sustained trade participation requires state capacity. Gov-
ernments can mitigate shocks that otherwise constrain flows of goods and capital, while creating
policy regimes that support rather than diminish market operation. In establishing the fundamen-
tals of the early American economy, Alexander Hamilton believed in striking a balance between
economic self-sufficiency and an open trade policy. In his Report on Manufactures, Hamilton pre-
sented a vision of limited but energetic trade policy to ensure domestic stability while supporting
vital industries. Hamilton deployed state capacity to help domestic firms produce goods and services
for export, as well as helping accelerate the transition to self-sustaining industrial capitalism.201

Contemporary scholarship on globalization also emphasizes this balance. Dani Rodrik’s (2011)
globalization trilemma holds that national sovereignty, democracy, and broad economic integration
cannot be maintained simultaneously.202 The capacity to sustain trade openness is thus dependent
on policies that reconcile external exposure with domestic stability. This logic is integrated into
the subindex through the “Hamilton Indicator,” which yields high scores for low mean tariff rates
with high levels of variation, weighted by a V-Dem measurement of whether policy objectives are
implemented with the public interest in mind. Deep trade integration extends the market logic of
capitalism across borders, but risks state stability and domestic industry. Effective policy seeks to
balance them and thus ensure that both thrive.

Modern scholarship supports the distributional and political consequences of unfettered trade open-
ness that motivates this logic. Goldberg and Pavcnik’s (2007) survey of globalization in developing
countries demonstrates that trade liberalization has differential effects on skilled and unskilled work-
ers and that distributional outcomes depend critically on domestic labor markets and educational
institutions.203 Autor, Dorn, and Hanson (2013) show that the geographic concentration of import
competition can produce persistent local labor market dislocations even when aggregate national
gains are positive. Autor, Dorn, and Hanson thus reinforce Rodrik and Hamilton’s argument that
sustained trade openness requires compensating domestic institutions.204

Tariff policy or trade volume are not the only determinants of the free flow of trade. IMF research
on geoeconomic fragmentation (Aiyar et al. 2023) documents that the reversal of trade integra-
tion through institutional decisions like tariffs, export controls, and foreign investment screening
regimes had strong effects on capital flows and economic productivity. This reality underscores
the importance of measuring institutional commitment to trade openness rather than assuming
willingness or established levels of participation.205

201Hamilton, “Report on Manufactures”; Douglas A. Irwin, “The Aftermath of Hamilton’s ‘Report on Manufac-
tures,”’ Journal of Economic History 64, no. 3 (September 2004): 800–821.
202Rodrik, The Globalization Paradox.
203Pinelopi K. Goldberg and Nina Pavcnik, “Distributional Effects of Globalization in Developing Countries,” Jour-
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The ability of financial capital to flow across borders facilitates risk diversification, broadens mar-
kets, and incentivizes the use of stored savings or earnings. Cross-border mobility also allows firms
facing domestic capital scarcity to draw on a wider supply.206 We follow this logic and measure
institutional openness to financial capital movement as a necessary component of capitalist architec-
ture rather than as a predictor of growth. Our measurement of the free flow of capital uses metrics
of capital account openness, total foreign direct investment flows, and regulatory restrictiveness
toward foreign investment to capture both formal regulations and realized integration.

The deployment of human capital is a critical mechanism for the expansion of market systems and
vibrancy. Clemens (2011) estimates that output losses from restrictions on the flow of labor exceed
those from barriers to goods and capital.207 Ortega and Peri (2014) find that openness to migra-
tion raises long-run income per capita through the same channels as trade openness. Peri (2016)
finds that immigration, which drives productivity gains and task reallocation, accelerates rather
than displaces native employment.208 Since no globally comparable, annually updated measure of
migration policy exists at the scale this index requires, we combine net migration data with survey-
based indicators of government restrictiveness toward hiring foreign labor. Though it is an outcome
measure that embeds economic conditions alongside institutional choices, we use net migration as
a proxy for policy openness.

Taken together, these three domains measure something narrower than globalization and more
specific than openness in the aggregate. A country can liberalize goods while restricting capital,
attract capital while closing labor flows, or maintain formal openness in all three while lacking the
capacity to sustain them. This subindex measures these three elements of flow in parallel rather
than collapsing them into a single “trade openness” score.

For full descriptions of the domains in the Free Flow of Goods and Capital subindex, see Appendix
A. For a detailed listing of the underlying datasets in each domain, see the accompanying GCI
Codebook.

Table 10: Domains of the Free Flow of Goods and Capital Subindex

Domain Datasets

Free Flow of Trade 6
Free Flow of Capital 3
Free Flow of Human Capital 2

Total 11

Compositional Methodology

The Global Capitalism Index organizes capitalism into eight elements, with each constructed as
an independent subindex built on collections of domains. The GCI score is a composite measure
empirically derived from those eight subindex scores via adaptive principal components analysis.209

206Maurice Obstfeld, “Risk-Taking, Global Diversification, and Growth,” American Economic Review 84, no. 5
(1994): 1310–1329.
207Clemens, “Economics and Emigration.”
208Ortega and Peri, “Openness and Income”; Peri, “Immigrants, Productivity, and Labor Markets.”
209Principal component analysis is a dimensionality reduction method used to simplify the number of dimensions in

a collection of potentially correlated variables into a smaller set of variables, principal components (PC), that retain
most of the original information. Each contributory element to a PC is given a year-adaptive factor load (ranging
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This process uses the observed covariance structure rather than subjective judgment to measure
each latent concept. By incorporating 17 years of data back to 2009, we capture the evolution of
capitalist systems across time. Also, rather than focusing on a small subset of widely accepted
capitalist (or non-capitalist) countries, we include 170 countries in our analysis. This process gen-
erates 0-100 scores for each country-year pair across the subindices and the composite index, along
with bootstrapped confidence intervals. The subindex-to-composite design allows the components
of capitalist economies to be studied separately as well as jointly. The sections below describe data
harmonization, reliability scoring, the adaptive PCA procedure, and the construction of the final
composite index.

Data Collection and Harmonization

Every score in the GCI is the final product of an extensive data selection, collection, and nor-
malization process. For each domain in a subindex (i.e. Intellectual Property Protection within
the Strength of Property Rights and Private Ownership subindex), we surveyed the empirical lit-
erature on that concept to identify the collection of existing indices and measurements used in
scholarly studies. This ranges from international expert surveys (ex. V-Dem) to stock datasets
(ex. trade to GDP ratio) to flow datasets (ex. net migration per year). Each domain within a
subindex draws from up to 15 publicly accessible data sources to ensure measurement robustness
and coverage. Each subindex draws from between 11 and 56 total datasets (see Table 1, above).
By ensuring a breadth of data coverage for each domain of the GCI, we reduce overall sensitivity
to unobserved errors even when elements of individual datasets are imperfect or inconsistent. We
detail the domains that comprise each subindex in Appendix A, and all 213 underlying datasets in
the accompanying GCI Codebook.

Differences in data coverage across the different domains are due to the complexity of each concept.
A concept that is more easily measured in comprehensive and broadly available datasets (trade
values, migration flows, etc.) can be covered with fewer, more directly related datasets. Where
a concept has fewer available measurements (new business formation, market competition, rule of
law, etc.), we assemble multiple datasets to proxy the underlying unobserved concept rather than
insist on a representative data source. The point is to measure the underlying institution through
the joint pattern of many partial indicators, not through any one potentially imperfect one. We
only use data from publicly accessible sources such as governmental and international organizations,
academic publications, and private sector compilers.

We begin the analytic process by harmonizing all datasets to ensure comparability. This entails
transforming each data series into consistent and unified 0–10 scales so that higher values indicate
stronger alignment with the thesis of the domain.210 We used these consistent scale directions
purely to investigate which datasets we wanted to include in a given subindex. Ultimately, datasets
do retain their source scale direction because the resulting scores are unaffected. PCA recovers
direction empirically rather than by assumption, so a reverse-coded series simply receives a negative
weight on the component. The OECD FDI Regulatory Restrictiveness Index within Free Flow of
Goods and Capital is the clearest instance, loading at −0.82 on that subindex’s first component
against the Bertelsmann trade-openness measure at +0.87.

from −1 to 1). For our purposes, the factor load effectively functions as the final weight for that dataset or subindex.
This is detailed further in the Adaptive Principal Components Analysis Procedure section.
210For example, the nominal value of an intellectual property protection index (within the Protection of Property

Rights subindex) that indicates the strongest possible level of IP protection is scaled to a 10. This is done across all
datasets such that scores closer to 10 are aligned with higher levels of property rights protection.
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Data transformations use a combination of min-max normalization methods and z-score transfor-
mations.211 For some datasets, we first took the natural log of values to ensure outliers did not
dominate the scaled data. Data transformations (min-max normalization and Z-score scaling) uti-
lize each dataset’s year-by-year minimum and maximum values. Year-specific data normalization
allows us to compare data that would otherwise be incomparable, such as nominal values (GDP
per capita, trade value of imports, etc.) and index or survey data (Executive Opinion Survey,
World Bank expert assessments, etc.). This preserves year-on-year variation and avoids flattening
legitimate changes in the cross-national distribution. Distorting or flattening that variation risks
undermining the interpretability and credibility of our results. Many included datasets start and
stop at different points and/or cover different sets of countries. We included datasets with coverage
gaps in order to preserve as much information as possible. We addressed missing values through
an imputation process detailed in the Period Identification and Clustering section (below). We
document the transformation process of each dataset in the GCI Codebook.

For datasets where avoiding either extreme of the scale is preferable, we employ a parabolic maxi-
mization approach where a more central value yields a score of 10 and deviations away from that
score (to the positive or negative direction) receive lower scores. This process is done for two
datasets within the Private Ownership domain in the Strength of Property Rights and Private
Ownership subindex.212

Reliability Scores

To account for varying levels of reliability and data quality across datasets, we scored each dataset
from 1 (unreliable) to 5 (completely reliable) based on a weighted series of 6 factors (see Table 11).
We then removed datasets scoring below 3/5 from the data pool and conducted a secondary review of
its compilation method and source base. If a team of two researchers deemed individual components
to hold potential value, we reassessed and graded decomposed data series for reliability. If any
contributory source passed individual review by the same process, we reintegrated it back into the
data pool.213 For example, we scored the Size of Government section of the Fraser EFW a 2/5,
largely due to methodological opacity in the EFW’s data normalization, composition, and weighting
methodologies. This score left it below our reliability threshold for inclusion in the Strength of
Property Rights and Private Ownership subindex. However, after a detailed examination of the
underlying elements of the EFW Size of Government section, we found it to be composed of datasets
which met our threshold, including the V-Dem State Ownership indicator. We then graded each
individual dataset and integrated them into the subindex.

Reliability scores serve as both a filtering mechanism for prospective datasets and as an input to
the PCA correlation matrix, as outlined in the Reliability Adjustment section (below).

211Min-Max normalizations transform data by rescaling them to a fixed range, in this case to 0–10, using the
minimum and maximum values of the dataset per year. Z-Score transformations rescale datasets to a mean of 0 and
a standard deviation of 1 and allow for easier comparison of data across different original scales and/or dispersion.
212Please see Appendix C for more details on this process.
213We reviewed indices with good underlying data inputs but poor documentation on data transformation and index

construction. In order to avoid any opacity, we gathered those datasets from their original sources and performed
our own transformations.
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Table 11: Dataset Reliability Evaluation Criteria and Weights

Criterion Weight

Data Accuracy and Reliability: This criterion focuses on the source’s
trustworthiness, the accuracy of the data, and how consistent and reliable it is over
time.

25%

Data Completeness and Granularity: This evaluates how complete each dataset is
for each country and how detailed the information is.

25%

Data Transparency and Documentation: This evaluates how well the data are
documented, including the availability of methodologies, sources, and standardization
techniques.

25%

Timeliness and Frequency of Updates: The importance of timely data is critical,
especially for fast-changing indicators like economic or political measures.

15%

Geographic Coverage: This core requirement is for complete geographic coverage of
all countries. This criterion evaluates the breadth of coverage, including the inclusion
of large and small countries, developing nations, and territories.

5%

Historical Depth: How far back does the data go, allowing for historical analysis and
long-term trend identification?

5%

Adaptive Principal Components Analysis Procedure

A persistent challenge in index construction is the assignment of weights to component indicators.
Researchers often assign arbitrary weights based on prior assumptions or normative judgments, but
unless those weights coincide with the covariance structure among the variables, the resulting index
does not recover the information in the data. Consider an index I constructed from n observed
variables x1, x2, . . . , xn with assigned weights w1, w2, . . . , wn:

I =

n∑
i=1

wixi.

In a latent variable framework, the observed variables are assumed to be generated by an unobserved
construct η according to a measurement model of the form xi = λiη+ϵi, where λi are factor loadings
and ϵi represents idiosyncratic variation. A linear index I can then be viewed as an estimator of η.
If the weights wi do not align with the population-implied relationships between xi and η, the index
deviates from the optimal linear projection of η onto the space spanned by the observed variables.
We can express the variance of the index as:

Var(I) = w′Σw,

where Σ is the covariance matrix of x. The variance of the estimation error ϵ = I − η therefore
depends on the distance between the chosen weight vector w and the population-optimal weights
implied by the covariance structure. Similarly, the covariance between the index and any individual
indicator is:
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Cov(I, xk) =
n∑

i=1

wiσik,

which shows that the interpretation of every index–indicator relationship is directly shaped by the
imposed weights. Arbitrary weighting schemes thus result in indices that produce suboptimal linear
summaries of the observed data. They need not correspond to the principal directions of variation
in Σ, nor to the optimal linear predictor of the latent factor.

The GCI addresses this by using PCA to select w as the eigenvectors of Σ, ensuring that the
resulting index is the linear combination of observed variables that maximizes explained variance.214

The subindex indicators are reflective measures of underlying capitalist institutions: the latent
construct causes the indicators rather than the reverse, so the dominant covariance structure in the
data corresponds to the theoretical construct of interest, and PCA derives weights directly from
that structure rather than from assignment. Where a subindex is theorized around more than one
institutional dimension, that covariance structure is multidimensional by construction, which is
why the procedure retains two components per subindex rather than forcing the indicator set onto
a single one.

We apply an adaptive procedure to address four further challenges: temporal variation in data
availability, heterogeneous measurement reliability, missing data, and uncertainty quantification.
We describe each in turn below.

Period Identification and Clustering

To account for variation in data availability over time, we do not use PCA over the full time series
at one time. Instead, we compute the percentage of non-missing entries for each variable-year
combination, and then group years with similar availability patterns into periods using hierarchical
clustering. These clusters feature similar missingness patterns across variables, ensuring that each
period contains comparable data structures across years. For this study, we segment the time
series into between one and four periods, depending on each subindex’s data availability structure.
Periods range from one (Market-Supporting Policy, which uses a single joint model across all years)
to four (Free Flow of Goods and Capital). This segmentation allows for more accurate estimation
of principal components within each period and prevents distortions that arise from the inclusion
of inconsistent variables.

Reliability Adjustment

Before PCA estimation, we adjust the empirical correlation matrix R among variables in each
period for known reliability differences. Let rij denote the correlation between variables i and
j, and let ρi ∈ [0, 1] denote the reliability of variable i. The adjusted correlation matrix R∗ is
constructed as:

r∗ij = rij ·
√
ρi · ρj

This method reduces the influence of less reliable indicators while preserving the correlation struc-
ture, ensuring that the resulting principal components remain robust to measurement error.

214The OECD handbook treats principal components and factor analysis as established data-driven approaches to
deriving weights. See OECD and Joint Research Centre, Handbook on Constructing Composite Indicators.
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Principal Components Estimation and Scoring

For each temporal period, PCA is estimated on the reliability-adjusted correlation matrix R∗. Let
X ∈ Rn×p denote the matrix of mean-centered indicators and S = 1

n−1X
⊤X the sample covariance

matrix. PCA solves:

Swk = λkwk,

where λk is the variance explained by component k and wk its loading vector. We compute scores
as:

zik = w⊤
k xi, Z = XW.

We retain two components per period in every subindex and rotate them using oblimin to allow
correlated institutional dimensions. The subindex score is the variance-weighted combination of
both component scores:

si =
∑
k

(
λk∑
k λk

)
zik.

We report loadings using a 0.30 display threshold. Variables below this threshold remain in the un-
derlying estimation and continue to affect scores. This follows common practice in PCA reporting,
which treats 0.30 as the conventional minimum for a loading to be considered interpretable.215

Temporal Harmonization and Scaling

We ensure period-specific subindex scores are standardized within period before being harmonized
to a common 0–100 scale via min-max normalization. Before estimation, each input variable is
capped at its within-year 95th percentile, a one-sided winsorization that limits the influence of
extreme high values while preserving within-period rank structure among the remaining observa-
tions. We then use the resulting harmonized subindex scores as inputs to the second-order PCA
that produces the composite GCI.

Missing Data and Imputation

Coverage is uneven at every level of the index. Source datasets begin and end in different years,
several are discontinued part of the way through the panel, and some countries never report on a
given domain at all. We address this separately at the indicator and subindex levels.

Within each subindex, we fill indicator-level gaps first by within-country linear interpolation, re-
stricted to interior gaps of at most three years so that no value is carried beyond the span its
neighboring observations support. On values that remain missing, we imputed by multiple impu-
tation with predictive mean matching, which draws each imputed value from observed cases with
similar predicted values rather than assigning a measure of central tendency and so does not atten-
uate the correlations the PCA is estimated on. The imputation is repeated inside every bootstrap
draw so imputation uncertainty propagates into the subindex confidence intervals.

215See Joseph F. Hair Jr. et al., Multivariate Data Analysis, 8th ed. (Boston: Cengage Learning, 2018).
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The second-order PCA requires a complete country-by-subindex matrix. We first exclude country-
years observed on fewer than five of the eight subindices. We compute this coverage count before
any imputation, so every scored country-year rests on at least five directly observed subindices and
no score depends on more than three imputed ones. Of the 22,472 subindex cells in the scored
panel, 923 (4.1%) require filling, affecting 526 of the 2,809 scored country-years; the remaining
81.3% of country-years are observed on all eight subindices. For those gaps we again interpolate
within country first, which resolves 456 of the 923 cells. The 467 cells interpolation cannot reach
(those where a country is observed only once on a subindex, or never) are imputed by predictive
mean matching withm = 20 completed datasets and ten iterations each. Estimates from the twenty
datasets are pooled by Rubin’s rules. Imputation substitutes for measurement and is not equivalent
to it. Imputed subindex values are therefore withheld from the published data file, which instead
reports, for each country-year, how many subindices were directly observed.

Bootstrap Uncertainty Quantification

We use bootstrap procedures to quantify uncertainty in both subindex and final index scores.
For each subindex, we generate bootstrap confidence intervals through resampling with replace-
ment across 500 iterations. We resample observations with replacement from the analysis dataset,
re-estimate the reliability-adjusted correlation matrix, apply PCA with oblimin rotation to the
bootstrap sample, score the original observations using bootstrap factor loadings, and repeat for all
bootstrap iterations. We calculate confidence intervals using percentile methods from the bootstrap
distribution:

CIα =
[
Quantileα/2(θ̂

(1), . . . , θ̂(B)),Quantile1−α/2(θ̂
(1), . . . , θ̂(B))

]
where θ̂(b) represents the index estimate from bootstrap sample b. For 95% confidence intervals,
α = 0.05, yielding the 2.5th and 97.5th percentiles of the bootstrap distribution.

We winsorize outlier bootstraps at the 2.5% level to improve interval stability. When insufficient
bootstrap samples are available (less than 30% success rate), we construct conservative confidence
intervals using normal approximations based on the overall sample standard deviation.

The percentile procedure above applies to the subindices. At the composite level uncertainty arises
from both variation and imputation. We draw 250 bootstrap replicates within each of the M = 20
imputed datasets, taking from each a point estimate Q̂m and a within-imputation variance Ûm,
and pool them by Rubin’s rules:

Q̄ =
1

M

M∑
m=1

Q̂m, Ū =
1

M

M∑
m=1

Ûm, B =
1

M − 1

M∑
m=1

(
Q̂m − Q̄

)2
,

T = Ū +
(
1 + 1

M

)
B, CI95 = Q̄± t0.975, ν

√
T ,

where B is the between-imputation variance, T the total variance, and ν the Barnard–Rubin degrees
of freedom. Country-years requiring no imputation have B = 0 and reduce to a bootstrap-only
interval, with those resting on imputed subindices receive correspondingly wider ones.

49



Subindex-Specific Methodologies

Each subindex follows the general framework described above but adapts it to its specific data
structure and measurement challenges.

Strength of Property Rights and Private Ownership Subindex

The Property Rights subindex draws on 31 indicators spanning judicial independence, anti-corruption,
intellectual property protection, contract enforcement, and state ownership. Sources include the
V-Dem judicial and political indicators, World Bank Governance Indicators (Rule of Law, Gov-
ernment Effectiveness, Control of Corruption, Voice and Accountability, Political Stability), the
Corruption Perceptions Index, the World Justice Project Rule of Law Index, the WEF Intellec-
tual Property Protection survey, the Fragile States Index, the RSF Press Freedom Index, the IPRA
Patent Index, the Wharton Political Constraints Index (POLCON), and the World Bank Resolving
Insolvency and Enforcing Contracts scores.

Market-Supporting Policy Subindex

The Market-Supporting Policy subindex measures government policies, institutional quality, and
physical infrastructure that enable market activity. It draws on 20 indicators from two domains:
Market Initiatives (WEF indicators of regulatory efficiency, policy stability, government respon-
siveness, legal framework effectiveness, ICT development, road density, shipping connectivity, and
air freight volume, and support for start-ups) and Operational and Institutional Quality (World
Bank Regulatory Quality, V-Dem Public Sector Corruption Index, the Hamilton Indicator, and the
Central Bank Independence Index).

Labor Market Openness Subindex

The Labor Market Openness subindex measures the flexibility, accessibility, and inclusivity of
labor markets. It combines 13 indicators drawn from three thematic domains: Labor Market
Flexibility (WEF Hiring and Firing Practices, WEF Labor–Employer Relations, Ease of Hiring
Foreign Labor, Flexibility of Wage Determination, Pay and Productivity); Labor Protections (ILO
Compliance with Labor Rights, Freedom from Forced Labor, Wage Inequality Between Men and
Women, Inclusion of Women in Leadership); and Labor Availability (Foreign-Born Share of the
Labor Force, Internal Labor Force Mobility, Fill Vacancies by Hiring Foreign Labor, WEF Ease of
Finding Skilled Labor in Local Labor Markets).

Market Competition Subindex

The Market Competition subindex measures the competitive intensity of markets, the dynamism of
creative destruction, and the regulatory and governance environment supporting competition. It in-
cludes 31 indicators across three domains: Creative Destruction (WEF market dynamism, company
adaptability, R&D collaboration, entrepreneurial risk, competitive advantage, and business density
rates); Regulatory Analysis (World Bank Governance Indicators: Regulatory Quality, Control of
Corruption, Political Violence, Government Effectiveness, Voice and Accountability, Rule of Law,
and Resolving Insolvency); and Human Capital Competitiveness (Global Talent Competitiveness
Index, firm collaboration, digital skills, and workforce mobility indicators).
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Capital Market Sophistication Subindex

The Capital Market Sophistication subindex evaluates the depth, accessibility, and resilience of
financial markets. It has 29 indicators across seven domains: Access and Participation: Infrastruc-
ture (WEF local capital market access, IMF bank branches, IMF ATMs, Global Findex savings
and borrowing rates); Access and Participation: Transactions (WEF access to loans, WEF financial
services for business needs, syndicated loan issuance and maturity, domestic credit to the private
sector, credit to government and SOEs, and mobile money and mobile/internet banking transaction
volumes); Equity Market Depth and Scope (mutual fund assets, stock market turnover, stock price
volatility, WEF regulation of security exchanges); Bond Market Depth and Scope (interest rate
spread, corporate bond issuance and maturity); Venture Capital Availability (WEF VC availabil-
ity); M&A Prevalence (cross-border M&A sales and purchases); and Liquidity and Resilience (IMF
reserve adequacy ratio, NYU country risk premium from ratings and CDS, and liquid liabilities to
GDP).

Depth and Stability of the Banking System Subindex

The Depth and Stability of the Banking System subindex assesses the size, accessibility, and pru-
dential soundness of the banking sector. It draws on 22 indicators across two domains: Banking
System Depth (IMF indices of financial institution access, depth, and efficiency; private credit and
deposit assets as a share of GDP; commercial bank branches per 100,000 adults; credit/debit card
penetration; digital payments; mobile money transfers; WEF access to and innovation in finan-
cial services); and Banking System Stability (WEF soundness of banks, WEF financial resilience,
World Bank Z-score, bank capital-to-assets ratio, bank regulatory capital to risk-weighted assets,
nonperforming loans as a share of gross loans, bank liquidity coverage ratio, bank return on assets,
World Bank five-asset concentration index, and liquid assets to short-term liabilities).

New Business Formation and Growth Subindex

The New Business Formation and Growth subindex evaluates the ecosystemic conditions for en-
trepreneurship, firm creation, and business growth. It utilizes up to 56 indicators across six domains:
Human Capital (WEF indicators of workforce skills, education quality, internal mobility, and staff
training; UNDP average years of schooling; UNESCO tertiary enrollment and government educa-
tion expenditure; V-Dem educational equality); Cultural Acceptance of Entrepreneurship (WEF
attitudes toward entrepreneurial failure; GEM indicators of perceived opportunities, perceived ca-
pabilities, fear of failure, entrepreneurial attitudes, and status of entrepreneurs); Market Access
(HHI market concentration, WEF intensity of local competition, market dominance, and state
of cluster development, V-Dem state ownership, WB nominal GDP, logistics performance index,
trade taxes, and WEF antitrust effectiveness); Access to Startup Capital (WEF access to loans
and VC availability, IMF deposit accounts and borrowing from commercial banks, credit unions,
and microfinance institutions, domestic credit to the private sector, WEF protection of minority
shareholders, and SME financing); Government Supporting Policy (WEF regulatory compliance,
legal framework efficiency, government long-term vision, hiring and firing flexibility, distortive ef-
fects of taxes and subsidies, ease of hiring foreign labor, non-tariff barrier prevalence, and growth of
innovative companies; WB women business law index); and R&D Transfers (GERD as a percent-
age of GDP, WEF university–industry collaboration, WEF company R&D spending, GEM R&D
transfer, and patent families by origin).
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Free Flow of Goods and Capital Subindex

The Free Flow of Goods and Capital subindex measures the openness of goods, capital, and hu-
man capital flows across borders. It uses up to 11 indicators across three domains: Free Flow of
Trade (the Bertelsmann Transformation Index trade openness subindex, the Economic Complex-
ity Index, the Hamilton Indicator, trade as a percentage of GDP, Herfindahl–Hirschman Index of
export concentration, and the Logistics Performance Index); Free Flow of Capital (the Chinn–Ito
Financial Openness Index, FDI net flows as a percentage of GDP, and the OECD FDI Regulatory
Restrictiveness Index); and Free Flow of Human Capital (net migration per 1,000 population and
WEF Ease of Hiring Foreign Labor).

Every subindex above follows the same estimation procedure: two oblimin-rotated components
are extracted within each temporal period and combined into the final score as their variance-
weighted average, with 500-iteration bootstrap confidence intervals calculated for every subindex.
Table 12 summarizes the period structure, variable counts, and leading contributors specific to
each subindex. The leading variables reported are those that yield the highest average component
loadings. Where there are no high averages, we do not report a variable.

Table 12: Temporal Period Structure and Leading Contributors by Subindex

Subindex Periods Variables Leading/Most Influential Vari-
ables

Property
Rights and
Private Own-
ership

Period 1 (2009–2021);
Period 2 (2022–2025),
reflecting the shift in
data availability for
several newer indica-
tors after 2021

29; 31 WJP Rule of Law Index, World Bank
Control of Corruption, Corruption
Perceptions Index, World Bank Rule
of Law, Fragile States Index, World
Bank Government Effectiveness

Market-
Supporting
Policy

Single period (2009–
2025)

20 —

Labor Market
Openness

Period 1 (2009–2017);
Period 2 (2018–2025)

12; 13 Inclusion of Women in Leader-
ship, WEF Labor–Employer Rela-
tions, Pay and Productivity, Wage
Inequality Between Men and Women,
WEF Hiring and Firing Practices

Market Com-
petition

Period 1 (2009–2017);
Period 2 (2018–2025)

31; 31 —

Capital Mar-
ket Sophisti-
cation

Period 1 (2009–2015);
Period 2 (2016–2020);
Period 3 (2021–2025)

25; 25; 17 WEF regulation of security ex-
changes, domestic credit to the pri-
vate sector, WEF local capital mar-
ket access, WEF ease of access to
loans, WEF venture capital avail-
ability, NYU country risk premium
(ratings-based)

Continued on next page
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Subindex Periods Variables Leading/Most Influential Vari-
ables

Depth and
Stability of
the Banking
System

Period 1 (2009–2016);
Period 2 (2017–2022);
Period 3 (2023–2025),
driven by structural
shifts in data avail-
ability

18; 17; 21 IMF financial integration depth and
access, WB private credit, deposit as-
sets per GDP, credit card penetra-
tion, debit card penetration, com-
mercial bank branch density

New Business
Formation
and Growth

Period 1 (2009–2019);
Period 2 (2020–2025),
identified via hierar-
chical clustering of
data availability, re-
flecting the entry or
restructuring of sev-
eral WEF Compet-
itiveness Report in-
dicators beginning in
2020

52; 46 (45
and 43 load
above the
0.30 display
threshold)

—

Free Flow of
Goods and
Capital

Period 1 (2009–2012);
Period 2 (2013–2016);
Period 3 (2017–2020);
Period 4 (2021–2025),
reflecting data avail-
ability shifts and the
granular structure
of the 11-variable
dataset

— BTI trade openness subindex, Eco-
nomic Complexity Index, Chinn–
Ito financial openness index, Hamil-
ton Indicator, export concentration,
trade as a percentage of GDP, FDI
net flows

Final Index Construction Using Second-Order PCA

We construct the composite GCI score by applying second-order PCA to the eight subindex scores.
Each subindex score is produced by the adaptive PCA described above and scaled 0–100.

The eight subindex scores serve as inputs to a second-order PCA that extracts the common di-

mension underlying strength of market capitalism. Let zi = (z
(1)
i , z

(2)
i , . . . , z

(8)
i )⊤ be the vector of

subindex scores for country-year i, where the eight components correspond to the subindices listed
above.

We conduct a second-order PCA on the matrix of subindex scores Z ∈ RN×8, where N is the
number of country-year observations. Unlike the subindices, which retain two components each,
the second-order model extracts a single principal component. Rotation is undefined for a one-
component solution, so none is applied. That component explains 73.9% of variance across the
eight subindices (73.2% before attenuation correction) and serves as the composite index score:

GCIi = w⊤
1 zi
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where w1 is the first eigenvector of R∗ and zi is the vector of subindex scores for observation i.
Subindex loadings on this component range from 0.677 (Labor Market Openness) to 0.952 (Market
Competition).

Raw composite scores are then transformed using a Box-Cox power transformation with λ = 0.400
to reduce right skew before min-max normalization to the 0–100 scale. The exponent is re-estimated
by maximum likelihood on the final score distribution in each run rather than fixed in advance, and
improves normality without distorting country rankings. Normalization uses the global minimum
and maximum of the transformed panel, so we anchor 0–100 endpoints on the lowest- and highest-
scoring country-years rather than on within-year extremes. No winsorization is applied at the
composite level.

The final index bootstrap procedure is more complex than those used for individual subindices
because of its hierarchical structure. Within each of the M = 20 imputed datasets we resample
observations with replacement from the combined subindex matrix, re-estimate the second-order
PCA on the bootstrap sample, and score the original observations using bootstrap-derived weights,
for 250 replicates per imputation and 5,000 draws in total. Rather than taking percentiles of the
pooled draws, we summarize each imputation by its point estimate and within-imputation variance
and combine them by Rubin’s rules as set out above, so that the reported interval carries both
sampling and imputation uncertainty.

Our approach ensures that the final index reflects the dominant axis of variation across all subindices,
with weights determined by the observed covariance structure. The resulting index is continuous
and interpretable as a summary measure of the capitalist elements of each country’s economy. The
use of second-order PCA is justified on several grounds. The principal components are uncorrelated,
ensuring that redundant information across subindices does not unduly influence the composite in-
dex score. The first principal component captures the maximum possible variance in the subindex
space, providing an efficient summary. The data determine the loadings w1d, not subjective judg-
ment. As such, the loadings reflect the relative importance of each subindex in explaining overall
variation. Since all subindices are standardized, the resulting index is not sensitive to differences
in scale or units across datasets.

GCI scores are continuous 0–100 estimates for each country-year, where higher values indicate
stronger alignment with the institutional features of capitalist systems. 95% bootstrap confidence
intervals accompany all scores.

Peer Review Process

After the completion and composition of each subindex and the composite capitalism index scores,
we conducted an extensive peer review process. Over 7 months between September 2025 and March
2026, we solicited and received review reports from 10 expert scholars covering all 8 subindices.216

We asked each reviewer to provide a comprehensive assessment of one designated subindex in which
subject they had particular expertise, as well as the broader GCI. The complete instructions we
provided to the reviewers are available in Appendix B.

We requested that each reviewer evaluate their subindex’s theoretical framework, assess the validity
of each domain, and consider the merit of each dataset used in each domain. For the composite
capitalism score, we requested that they evaluate the full index design and review our composi-
tion/weighting methodology. We then solicited a final evaluation of 1) recommend approval, 2)

216See Appendix B for a list of our peer reviewers and the subindices they reviewed.
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recommend approval with the addressing of minor concerns, 3) recommend major revision and
resubmission, or 4) Reject publication.

In 2 cases, the reviewer recommended approval of their subindex and the GCI without major
revisions. The remaining 8 recommended significant changes, either to the theoretical model,
dataset inclusion or exclusion, or quantitative methodology. In all 8 cases, we conducted extensive
revisions based on the review reports, often in direct consultation with the reviewers themselves, and
eventually produced a detailed response to the reviewer. The reviewer reports and our responses
are available at www.capitalismindex.com.

In the end, nine of the 10 reviewers recommended full publication. The one expert who did not
recommend publication did so due to a “lack of clear substantive contributions,” not theoretical or
methodological errors. As such, and due to a full recommendation for publication of that subindex
by a second scholar, we have proceeded with publication.

Results

The composite GCI covers 170 countries from 2009 to 2025, with annual coverage ranging from
158 to 169 countries depending on data availability. Of the 170, 155 are scored in every year. All
scores are scaled 0–100.

Most Recent Results (2025)

The 2025 composite mean is 63.5 (SD=17.5), with a median of 62.5 and an interquartile range of
approximately 25 points. Table 13 lists the top 20 and bottom 20 countries.

The top 20 consists of advanced market economies and countries with open financial centers. The
bottom tier is concentrated in Sub-Saharan Africa, conflict-affected states, and countries with
sustained authoritarian suppression of markets. Switzerland leads at 96.9; Venezuela scores 8.9.

Second-Order Latent Composite Structure and Composite Validity

We construct the composite GCI score via second-order PCA over the eight subindex scores. A
single principal component (PC1) explains 73.9% of shared variance across the subindices (73.2%
before attenuation correction; see Compositional Methodology section). All eight subindices load
positively on this component with loadings ranging from 0.677 (Labor Market Openness) to 0.952
(Market Competition), confirming that they measure a coherent underlying construct rather than
orthogonal dimensions. The convergence of high first-component variance explanation and uni-
formly positive loadings confirms that the eight subindices behave as reflective indicators of a
single underlying construct, consistent with the theoretical framework motivating the index design.

Table 14 (below) reports two estimation stages for each subindex. The within-subindex columns
describe how well a subindex coheres as a measure in its own right: the mean pairwise correlation
among its own indicators (r̄), and the share of their joint variance carried by that subindex’s first
component. The composite columns describe its relation to the second-order factor: its PC1 load-
ing (attenuation-corrected), the proportion of subindex-score variance explained by the composite
factor (communality, h2), and the reliability coefficient (α) derived from the bootstrap variance
propagation procedure described in the Compositional Methodology section. Reliability coeffi-
cients reflect the precision of each subindex estimate; values above 0.97 for all eight subindices
indicate that measurement error is a negligible source of uncertainty in the composite.
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Table 13: GCI 2025 Rankings: Top-20 and Bottom-20 Countries

Rank Country Score Rank Country Score

1 Switzerland 96.9 142 Burkina Faso 45.9

2 United States 95.0 143 Liberia 45.1

3 Hong Kong 94.5 144 Guinea-Bissau 44.2

4 Canada 93.8 145 Madagascar 43.2

5 Singapore 93.3 146 Bangladesh 42.2

6 Luxembourg 92.5 147 Nigeria 41.9

7 Denmark 91.9 148 Bolivia 41.4

8 Australia 91.6 149 Equatorial Guinea 40.2

9 Sweden 90.6 150 Mozambique 39.4

10 Norway 90.3 151 Iran 39.3

11 New Zealand 90.3 152 Haiti 33.1

12 United Kingdom 90.1 153 Myanmar 31.3

13 Taiwan 89.8 154 Yemen 28.8

14 Israel 88.7 155 Angola 27.3

15 Iceland 88.5 156 Dem. Rep. Congo 26.3

16 Finland 88.3 157 Sierra Leone 24.7

17 Japan 87.5 158 Mauritania 24.2

18 Netherlands 87.4 159 Chad 24.1

19 Belgium 86.6 160 Libya 21.8

20 United Arab Emirates 85.3 161 Venezuela 8.9

Figure 2: Second-Order PC1 Loadings by Subindex, Ordered by Magnitude

0.4 0.5 0.6 0.7 0.8 0.9 1

Labor Market Openness

Free Flow of Capital

Banking System

Capital Market Soph.

Property Rights

Market-Supporting Policy

New Business Formation

Market Competition

0.677

0.824

0.830

0.859

0.870

0.884

0.950

0.952

PC1 loading (attenuation-corrected)

Notes: All eight subindices load positively on the composite, from 0.677 (Labor Market Openness) to 0.952 (Market
Competition). Values as reported in Table 14.

Market Competition (0.952) and New Business Formation (0.950) are the two strongest-loading
subindices (see Figure 2). Labor Market Openness loads at 0.677, the lowest of the eight subindices,
with a communality of 0.458. The lower communality indicates it measures variation somewhat
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Table 14: Subindex Internal Coherence and Second-Order Composite Structure

Within subindex On composite

Subindex r̄ PC1 PC2 Loading h2 α 2025 Mean

Market Competition 0.525 47.4% 13.7% 0.952 0.906 0.995 66.4

New Business Formation 0.301 36.4% 17.3% 0.950 0.902 0.999 45.7

Market-Supporting Policy 0.481 30.0% 20.5% 0.884 0.782 0.987 63.7

Property Rights 0.486 37.9% 23.5% 0.870 0.757 0.998 55.6

Capital Market Soph. 0.150 36.9% 15.4% 0.859 0.739 0.981 43.4

Banking System 0.101 26.7% 15.6% 0.830 0.688 0.980 60.6

Free Flow of Capital 0.153 31.9% 17.6% 0.824 0.678 0.977 53.3

Labor Market Openness 0.240 43.9% 15.3% 0.677 0.458 0.987 51.5

Composite PC1 variance 73.9% corrected; 73.2% uncorrected

Notes: Rows are ordered by communality. Mean r̄ is the average pairwise correlation among a subindex’s
own indicators, computed on observed values before reliability adjustment. PC1 and PC2 are the
proportions of within-subindex variance carried by each of the two retained components after oblimin
rotation; their sum is the share of indicator variance the subindex retains, and their ratio is the weight
each component receives in the score. Loading is the attenuation-corrected second-order PC1 loading,
h2 the share of the subindex score explained by the composite factor, and α the reliability coefficient
from the bootstrap variance-propagation procedure. We report r̄ rather than Cronbach’s α, which rises
mechanically with indicator count: New Business Formation’s 56 datasets yield α = 0.960 at r̄ = 0.301.
Indicator counts per subindex are given in Table 1.

distinct from the other seven subindices and contributes new information to the composite rather
than just duplicating it.

Per-Subindex Internal Validity

Each subindex is estimated independently via adaptive PCA (see Compositional Methodology).
The within-subindex columns of Table 14 report how far that estimation recovers a single signal in
each case.

The four highest-communality subindices are also the four whose indicators agree most strongly,
correlating at r̄ = 0.301 to 0.525, with their first component carrying between 30% and 47.4% of
their joint variance. The three financial and trade subindices are substantially lower on indicator
agreement (r̄ = 0.101 to 0.153), though Capital Market Sophistication’s first component (36.9%) is
stronger than Market-Supporting Policy’s (30.0%). The lower financial and trade subindex indicator
agreement meets our expectations because we theorized them around more than one institutional
dimension, meaning PC1 and PC2 will be closer in size. Depth and Stability of the Banking System
combines banking depth to banking soundness, and Free Flow of Goods and Capital unites trade,
capital, and human capital mobility. A deep banking system is not inherently a stable one, and
we built the subindex to measure this rather than average them. Researchers should also expect
low mean inter-item correlation from a construct created from several dimensions. All three are
nonetheless estimated with high precision and load between 0.824 and 0.859 on the composite GCI,
demonstrating shared institutional strength.

Every subindex is estimated the same way: two components per period, oblimin-rotated, with the
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score formed as the variance-weighted combination of both. A variable’s contribution to its subindex
is therefore that same weighted combination of its two loadings, and we report the dominant indi-
cators below on that common basis. Since the weighting is signed, a variable that loads negatively
enters with a negative contribution, indicating a series informative in the reverse direction rather
than one that detracts from the construct.

Cross-Sectional Distributions (2025)

Table 15 presents the cross-sectional distribution of each subindex and the composite GCI in 2025.
Coverage varies at the subindex level and reflects data availability in each domain. We compute
the statistics from the final harmonized scores after chain-linking, coverage-weighted shrinkage, and
second-order PCA scaling.

Table 15: Subindex and Composite Distributions, 2025

Subindex N Mean SD Med P10 P25 P75 P90 Min Max

Market Competition 159 65.4 16.5 63.1 47.9 55.1 75.5 90.3 0.0 96.2

Market-Supporting Policy 158 63.4 15.1 63.2 45.9 54.4 73.7 85.2 14.3 93.5

Property Rights 175 53.4 22.6 53.2 24.4 37.2 68.2 85.6 8.3 97.2

Labor Market Openness 123 51.5 16.7 50.5 31.6 39.0 64.3 75.1 16.9 93.0

Free Flow of Capital 145 53.2 15.1 54.8 30.4 44.1 64.8 70.5 13.7 85.1

Banking System 166 60.2 17.1 61.9 39.3 49.4 71.0 81.8 2.7 96.0

New Business Formation 153 45.7 18.5 42.2 24.4 33.6 56.3 74.4 3.9 89.2

Capital Market Soph. 161 43.3 14.9 43.9 24.6 31.1 52.5 62.3 9.0 78.9

GCI Composite 161 63.5 17.5 62.5 43.2 52.3 77.4 87.5 8.9 96.9

Notes: n varies by subindex coverage; n = 161 for the composite.

Figure 3: Mean Subindex Scores, 2025, Ordered by Magnitude
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Market Competition (mean 65.4) and Market-Supporting Policy (mean 63.4) represent the best

58



developed pillars across the entire global dataset (see Figure 3). Property Rights has the widest
standard deviation (22.6), making it the most differentiating dimension across countries. Capital
Market Sophistication has the narrowest dispersion (SD=14.9) and the lowest observed maxi-
mum (78.9) of any subindex. This result indicates that even advanced economies regularly face
constrained capital markets. New Business Formation is right-skewed (mean 45.7, median 42.2),
with a concentration of low scoring countries and a thin upper tail. Figure 4 shows the absence
of a bimodal pattern and indicates that the composite captures a continuum of market-system
development rather than a binary split.

Figure 4: Distribution of GCI Composite Scores, 2025
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Notes: n = 161. Twelve countries score above 90 and eight below 30. The mass of the
distribution lies between 40 and 80.

Longitudinal Trends, 2009–2025

Table 16 reports global mean scores for each subindex and the composite in each year from 2009
to 2025. We computed all values from the final harmonized scores in the full-index dataset.

The 17-year subindex trends, plotted in Figure 5, fall into four groups:

Decliners: Capital Market Sophistication fell 9.0 points (52.4 to 43.4). The drop occurs early as the
subindex fell 8.4 points between 2009 and 2014, consistent with post-GFC financial retrenchment
and modest continued erosion after. Free Flow of Goods and Capital fell 5.2 points (58.5 to 53.3).
The subindex’s sharpest decline, 2.9 points, occurred in 2018–2020, coinciding with documented
increases in capital controls and trade barriers across the globe. Labor Market Openness declined
2.6 points (54.1 to 51.5), with most of the loss in 2010–2011 and resumed erosion from 2022.

Improvers: Depth and Stability of the Banking System rose 10.3 points (50.3 to 60.6), the largest
gain of any subindex, with steady increases from 2016 onward. These gains reflect widespread
efforts to derisk banking systems after the Global Financial Crisis. New Business Formation and
Growth rose 3.9 points (41.8 to 45.7) with consistent gains through 2021, followed by slight reversal.
Strength of Property Rights and Private Ownership improved 2.8 points (52.8 to 55.6), increasing
gradually over the panel.

Stable pillars: Market Competition (+0.9) and Market-Supporting Policy (+0.6) each vacillated
within a 2-point band over 17 years. The results are consistent with the relatively slow-moving
nature of governing institutions and market structure.
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Table 16: Global Mean Subindex and Composite Scores, 2009–2025

Year BANK SOPH FLOW LABR COMP PLCY BUSI PROP GCI

2009 50.3 52.4 58.5 54.1 65.5 63.1 41.8 52.8 64.1

2010 51.3 48.5 58.8 53.4 65.4 62.9 41.9 53.1 63.6

2011 51.2 47.3 57.8 50.5 66.0 62.6 42.5 53.0 63.0

2012 51.7 45.7 57.3 51.4 66.4 62.7 43.8 53.0 63.1

2013 51.9 45.2 57.4 53.5 66.2 62.8 43.6 53.3 63.3

2014 52.5 44.0 58.0 53.9 66.2 63.4 44.1 53.4 63.6

2015 52.7 44.5 57.8 54.1 66.1 63.6 44.6 53.8 63.8

2016 54.0 44.5 58.0 52.5 65.8 64.1 43.7 54.1 63.7

2017 54.0 45.1 57.8 52.1 65.8 63.2 46.1 54.5 63.8

2018 54.9 45.3 55.1 52.5 65.6 62.6 45.8 54.7 63.4

2019 55.0 45.0 53.8 52.1 66.1 63.2 46.2 54.6 63.4

2020 58.3 45.0 52.2 52.5 66.2 63.3 46.9 54.5 63.6

2021 59.3 44.3 50.9 53.3 67.4 63.8 47.8 55.1 63.9

2022 61.9 44.2 51.7 52.3 67.1 63.5 46.6 56.1 64.2

2023 60.8 43.4 51.5 51.3 67.2 63.7 47.0 55.1 63.5

2024 60.9 43.4 51.6 53.1 67.4 63.2 47.5 55.1 63.7

2025 60.6 43.4 53.3 51.5 66.4 63.7 45.7 55.6 63.5

∆ 2009–2025 +10.3 −9.0 −5.2 −2.6 +0.9 +0.6 +3.9 +2.8 −0.6

Notes: BANK = Depth and Stability of the Banking System, SOPH = Capital Market Sophistication, FLOW
= Free Flow of Goods and Capital, LABR = Labor Market Openness, COMP = Market Competition, PLCY
= Market-Supporting Policy, BUSI = New Business Formation and Growth, PROP = Strength of Property
Rights and Private Ownership.

Figure 5: Global Mean GCI Subindex Scores, 2009–2025
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Composite: The GCI fell 0.6 points (64.1 to 63.5) over 2009–2025. The large Depth and Stability
of the Banking System improvement largely offsets the declines in Capital Market Sophistication
and Free Flow of Goods and Capital, leaving the composite relatively stable. Market Competition
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and Market-Supporting Policy, the two strongest-loading subindices, see little volatility. The static
nature of these two subindices further attenuates movement in the composite index.

Robustness and Temporal Stability

Bootstrap confidence intervals: Each country-year GCI score is accompanied by a 95% confidence
interval (CI). Subindex intervals derive from 500 bootstrap resamples, with multiple imputation
nested within each draw. Composite intervals combine 250 bootstrap replicates drawn within each
of the 20 imputed datasets, pooled by Rubin’s rules, so that sampling variation and imputation
uncertainty are both represented. In 2025, the mean 95% CI half-width across all 161 scored
countries is 1.72 points (median: 1.20; P10: 0.74; P90: 3.81; maximum: 8.97). Across the full
panel, intervals widen monotonically with the number of imputed subindices, from 1.34 points for
fully observed country-years to 4.40 for those observed on five of eight.

Rank stability: The Spearman rank correlation between 2024 and 2025 GCI scores is ρ = 0.995
(n = 161). Over the full panel, the 2009-to-2025 Spearman correlation is ρ = 0.906, reflecting
substantial rank persistence over 17 years alongside meaningful longitudinal mobility. Of the top-
20 countries in 2024, 19 retained their position in 2025.

Coverage robustness: Our main exclusion rule (country-years with fewer than 5 of 8 subindices are
set to N/A) removes country-years with insufficient subindex coverage. The scored dataset contains
2,809 observations at the composite index level representing 170 countries over 2009–2025.

Correlative Comparison with Economic Freedom Indices

The GCI measures market systems more broadly than existing economic freedom indices, grounding
subindex construction in the theoretical distinctions between the institutional pillars of capitalism.
However, users should expect some conceptual overlap with existing economic freedom indices given
shared underlying constructs.

When we compare the GCI against the Fraser Institute’s Economic Freedom of the World Index
(EFW) and the Heritage Foundation’s Index of Economic Freedom (IEF) on the 2025 cross-section
(n = 145 countries covered by all three), the correlation of the GCI to EFW is 0.807, GCI to IEF
is 0.826, and the correlation between the two economic freedom indices themselves is higher at
0.873. The same ordering holds on the pooled 2009–2025 panel (n = 2,380 country-years), where
the corresponding figures are 0.824, 0.841, and 0.866. This pattern is informative, indicating that
the GCI differentiates from both existing indices to a greater degree than they differentiate from
each other.

This significant but not unitary relationship between the GCI and existing indices demonstrates and
validates the claim that economic freedom and capitalism are related but not synonymous. Though
the GCI is positively correlated with these two measurements, it captures significant additional
variation.

The conflation of economic freedom with capitalism can bias academic and policy research and
obscure the broader institutional frameworks needed to sustain free markets. We designed the GCI
to capture the totality of market systems and the supporting institutions that enable them, which
is a clear prerequisite for rigorous empirical analysis of multidimensional capitalism.
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Tax Policy and Market Systems

An important question for the GCI’s theoretical scope is whether it captures capitalism as a broad
institutional system or merely reflects tax and fiscal policy preferences. The GCI does not include
direct measures of tax rates or public expenditure levels in any subindex; the closest proxy is
government final consumption expenditure (used in Property Rights as a measure of state ownership
of the economy). This is by design: whether high taxes are compatible with strong capitalism is
an empirical question, not a design assumption.

A forthcoming analysis regresses the GCI against the Tax Foundation’s International Tax Com-
petitiveness Index and examines whether cross-national variation in income tax rates explains GCI
score variation after controlling for other institutional factors. If the GCI is sensitive to tax levels,
it would raise concerns about conflating capitalism with laissez-faire fiscal arrangements. If, con-
versely, tax-level variation explains little of the cross-national GCI variance, it would confirm the
index’s capacity to distinguish capitalist institutional quality from fiscal policy choices. This marks
a key difference from existing economic freedom indices that weight tax measures heavily.

Discussion

This section uses the GCI to explore three fundamental questions about capitalism. First, how
does capitalism, as measured by the GCI, correlate with key social, political, and fiscal metrics.
Second, how does the GCI correlate to V-Dem’s Democracy Indices? Third, how can the GCI
help us construct a new varieties of capitalism architecture? We conclude with a discussion of the
academic and pedagogical applications of the GCI.

Correlative Comparison with Social, Political, and Fiscal Metrics

The following tables chart the relationship between the Global Capitalism Index and four widely
cited measures of inequality, human development, happiness, and tax burden. These tables do
not provide causal evidence, but they do document the strength of the relationship between two
concepts using Pearson correlation analysis. Throughout this section, r represents the Pearson
correlation coefficient and n represents the number of country-year observations included in the
calculation.

Inequality: GCI × Gini Coefficient (r = −0.37, n = 1,254)

The correlation between the composite GCI and the Gini coefficient indicates a moderate and
negative relationship (−0.37). This shows that countries with stronger capitalist institutions tend
to have lower income inequality.

This relationship holds consistent with an empirical literature showing that elements of capitalism,
particularly rule of law, control of corruption, and secure property rights, reduces the ability of elites
to extract rents and concentrate wealth. Chong and Calderón (2000) find that institutional quality
holds a significant negative relationship with income inequality.217 Chong and Gradstein (2007)
extend the analysis to show that the relationship persists in a two-way causal analysis.218 The
GCI x Gini −0.37 correlation suggests that strong capitalist institutions across domains (consistent

217Alberto Chong and César Calderón, “Institutional Quality and Income Distribution,” Economic Development
and Cultural Change 48, no. 4 (2000): 761–786.
218Alberto Chong and Mark Gradstein, “Inequality and Institutions,” Review of Economics and Statistics 89, no. 3

(August 2007): 454–465.
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and enforceable rules, competitive markets, constrained rent-seeking) are associated with more
egalitarian distributional outcomes.

Human Development: GCI × Human Development Index (r = 0.79, n = 2,602)

The correlation between the composite GCI and the Human Development Index suggests a very
strong and positive relationship (0.79). Countries with more developed capitalist institutions score
substantially higher on this composite measure of life expectancy, education, and income per capita.
Since HDI incorporates income alongside health and education outcomes, this correlation captures
both the direct impact and the parallel effects of institutions on public health capacity and human
capital investment.

The strength of this association is consistent with a large body of empirical work identifying market-
based institutions as a primary determinant of long-term development. Acemoglu, Johnson, and
Robinson (2001) show that measures of institutional quality explain a large share of cross-country
variation in income per capita.219 Hall and Jones (1999) demonstrate that institutions and gov-
ernment policies that protect against private and public expropriation account for the majority of
cross-country variance in output per worker.220

Happiness: GCI × The Happiness Index (r = 0.71, n = 1,882)

The correlation between the composite GCI and the Happiness Index indicates a very strong and
positive relationship (0.71). Countries with more developed capitalist institutions have substantially
higher average life evaluations from their populations.

This result aligns with a large empirical literature identifying institutional quality as a primary
determinant of subjective well-being. Ott (2010) reports a correlation of +0.75 between “technical
quality” of governance (regulatory quality, rule of law, government effectiveness, control of cor-
ruption) and average happiness.221 Frey and Stutzer (2002) show that institutional quality affects
subjective well-being beyond its indirect effects through income.222

Tax Burden: GCI × Tax Burden (r = 0.31, n = 74)

The correlation between the composite GCI and tax burden is indicative of a weak and positive
relationship (0.31) across 74 country-year observations. We use the World Bank Tax Revenue as %
of GDP dataset. The small sample size means that the true relationship could be anywhere from
near-zero to moderate. However, both the direction and the small-to-moderate magnitude of this
correlation suggest that low tax burdens are not, by themselves, foundational markers of thriving
capitalist systems.

The GCI x Tax Burden correlation suggests that capitalism is an institutional system distinct from
any particular fiscal arrangement. The Nordic economies combine some of the world’s highest
tax-to-GDP ratios with top-decile GCI scores, reflecting how strong property rights, competitive
markets, and open trade can coexist with relatively high tax levels.223

219Acemoglu, Johnson, and Robinson, “Colonial Origins of Comparative Development.”
220Hall and Jones, “Why Do Some Countries Produce So Much More Output per Worker?”
221Jan C. Ott, “Good Governance and Happiness in Nations: Technical Quality Precedes Democracy and Quality

Beats Size,” Journal of Happiness Studies 11, no. 3 (2010): 353–368.
222Bruno S. Frey and Alois Stutzer, “What Can Economists Learn from Happiness Research?” Journal of Economic

Literature 40, no. 2 (June 2002): 402–435.
223Peter H. Lindert, Growing Public: Social Spending and Economic Growth Since the Eighteenth Century, 2 vols.
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Correlative Comparison with Measures of Democracy

This section examines whether the GCI captures capitalism as distinct from political regime type.
The theoretical links between capitalism and democracy have an extensive literature, ranging
from Alexander Hamilton, John Stuart Mill and Henry George to F.A. Hayek, Milton Friedman,
and Barack Obama.224 However, authoritarian-leaning regimes can also operationalize market
economies, as evidenced by Singapore, Qatar, and China’s relatively high position in GCI rank-
ings. The presence of strong-loading governance variables in several subindices (e.g., V-Dem Judicial
Independence and Accountability in Property Rights; V-Dem Public Sector Corruption in Market-
Supporting Policy) raises the question of whether the GCI is simply measuring “democracy” by
another name. The correlations below show moderate to strong and positive relationships, consis-
tent with the expectation that democratic institutions support market functioning but are neither
essential nor sufficient for high GCI scores.

Electoral Democracy: GCI × V-Dem Electoral Democracy Index (r = 0.57, n = 2,737)

The correlation between the composite GCI and V-Dem’s Electoral Democracy Index indicates
a moderately strong and positive relationship (0.56). Countries with more developed capitalist
institutions tend to be more electorally democratic.

This aligns with the methodological premise that capitalism and democracy are separate but closely
linked institutional systems that depend on common infrastructure (rule of law, a market orientation
(in politics and economics), constrained government power, and checks on corruption and rent
seeking). The correlation being only moderately strong is consistent with the fact that numerous
countries ranking high on the GCI also feature low scores on democracy metrics (Singapore, Qatar,
UAE). Acemoglu and Robinson (2012) argue that inclusive political and economic institutions
tend to co-evolve because each constrains the incentives that would otherwise erode the other.225

North, Wallis, and Weingast (2009) frame the same phenomenon as a joint transition from “limited
access orders,” in which political elites restrict competition in both politics and markets to preserve
privilege, to “open access orders,” in which competitive elections and competitive markets emerge
together.226 The question of whether “low democracy” countries will be able to maintain high GCI
scores over time remains to be seen.

Liberal Democracy: GCI × V-Dem Liberal Democracy Index (r = 0.66, n = 2,737)

The correlation between the composite GCI and V-Dem’s Liberal Democracy Index suggests a
strong and positive relationship (0.66). Notably, this relationship is higher than the correlation
with V-Dem’s Electoral Democracy Index (0.57).

The Liberal Democracy Index adds explicit measures of rule of law, judicial independence, and

(Cambridge: Cambridge University Press, 2004).
224Hamilton, “Report on Manufactures”; John Stuart Mill, Principles of Political Economy with Some of

Their Applications to Social Philosophy, ed. W. J. Ashley (London: Longmans, Green, 1909), bk. 4, ch. 7;
George, Progress and Poverty ; Hayek, Road to Serfdom; Friedman, Capitalism and Freedom, 7–21; Barack
Obama, The Audacity of Hope: Thoughts on Reclaiming the American Dream (New York: Crown Publish-
ers, 2006), 149–80; Barack Obama, “Remarks at the 2023 Democracy Forum” (speech, Obama Foundation
Democracy Forum, New York, NY, November 3, 2023), Obama Foundation, https://www.obama.org/stories/

read-president-obamas-remarks-at-the-2023-democracy-forum/.
225Acemoglu and Robinson, Why Nations Fail.
226Douglass C. North, John Joseph Wallis, and Barry R. Weingast, Violence and Social Orders: A Conceptual

Framework for Interpreting Recorded Human History (Cambridge: Cambridge University Press, 2009).
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constraints on executive power to the Electoral Democracy Index. Limits on political power protect
the property rights and contract enforcement that underlie functioning markets and help explain the
difference in correlations between the two indices. Elections without liberal constraints (competitive
but illiberal regimes) tend to preserve the discretionary power that undermines market confidence
over time. On the contrary, liberal constraints without full electoral competition can nonetheless
sustain some level of functioning capitalist institutions. North and Weingast (1989) argue that
credible constitutional constraints on the sovereign are necessary preconditions for the development
of capital markets. Investors require security against arbitrary expropriation and robust liberal
constitutions provide the best possible, if imperfect, assurances in this domain.227

Varieties of Capitalism

This section identifies four new and distinct varieties of capitalism derived from all eight GCI
subindices across the 2025 cross-section. We used ipsative profile-shape transformation and multi-
method ensemble cluster analysis to map these new varieties. It is important to note that the
following “varieties” framework does not measure the aggregate level of capitalism as measured
by the GCI, but rather it presents four distinct “shapes” of capitalist systems. Each variety of
capitalism exhibits a distinctive pattern of relative strengths and weaknesses across the eight GCI
subindices, revealing the distinct configurations of countries’ capitalist systems. To fully understand
the complete nature of a capitalist system, one must combine the typologies described below with
the aggregate GCI score to determine its level.

We use ipsative scoring to avoid a näıve clustering approach that simply produces groups that
restate the aggregate GCI rankings. For each country, we subtracted that country’s own mean
across the eight subindices to retain a relative profile of that country’s comparative strengths and
weaknesses. Put another way, we neutralize level-based bias by only observing the deviations
from a country’s own average score. We then z-standardized the ipsative scores across countries
using each category’s standard deviation to ensure equal weighting. We then perform the cluster
analysis on the 2025 GCI cross-section and partition the estimations with k-means, hierarchical,
mixture-model, and spectral solutions combined through a consensus ensemble.228

In the end, we designated four primary varieties of capitalism. We tested every possible number
of groupings from 2 to 10 using five complementary statistical measures. The Silhouette Score,
Calinski–Harabasz Index, and BIC all favor k = 2, but a two-cluster solution simply reproduces
a crude binary split that lacks substantive insight. The most rigorous Gap Statistic test, which
benchmarks whether cluster structure is stronger than what would emerge from random data, rec-
ommended four varieties. At four varieties, all eight institutional dimensions differ significantly
across groups (all p < 10−12, all η2 ≥ 0.30), confirming that these clusters capture genuine qualita-
tive variation in capitalist shape rather than just statistical noise.

These four clusters separate countries in ways that are internally coherent and stable over time.
After fitting the four varieties on the 2025 cross section, we assigned all 2,283 complete country-
years from 2009 to those fixed centroids to measure persistence over time.

We describe each variety below. Note that several dimensions deviate from the country mean in the

227Douglass C. North and Barry R. Weingast, “Constitutions and Commitment: The Evolution of Institutions
Governing Public Choice in Seventeenth-Century England,” Journal of Economic History 49, no. 4 (December 1989):
803–832.
228One country, Angola, is excluded. Its Market Competition score of exactly 0.0 produces the most extreme ipsative

profile in the sample (∥z∥ = 7.13) which every approach isolated as a single-member cluster.

65



same direction for nearly every country. Across all 113 economies, Market Competition averages
11.6 index points above the country mean, Capital Market Sophistication 12.8 points below, and
New Business Formation 8.8 below. Raw figures should be read against those baselines rather than
against zero. Full membership lists appear in Appendix D.

Table 17: The Four Varieties of Capitalism

Variety N Mean GCI GCI Range Defining Character

Entrepreneurial 27 70.1 42.2–95.0 Firm formation, market-supporting
policy

Corporate 21 62.6 24.1–87.5 Financial depth and capital market so-
phistication

Institutional 31 74.2 41.9–96.9 Property rights, competition and labor
openness

Commercial 34 64.4 48.2–79.9 Trade openness and property protec-
tion

Total 113 68.1 24.1–96.9

Notes: 2025 cross-section. Membership explains 9.2% of the variance in composite GCI (F (3, 109) = 3.68,
p = 0.014).

Table 18: Ipsative Z-Score Centroids by Variety

Variety BANK SOPH FLOW LABR COMP PLCY BUSI PROP

Entrepreneurial −0.24 −0.18 −0.35 +0.56 +0.46 +0.80 +1.07 −1.25
Corporate +1.01 +1.33 +0.04 −0.86 −1.00 −0.39 −0.40 −0.24
Institutional −0.87 −0.62 −0.70 +0.65 +0.56 +0.14 +0.23 +0.71
Commercial +0.36 −0.12 +0.89 −0.50 −0.25 −0.52 −0.82 +0.50

Notes: Column-centered ipsative Z-scores. A positive value indicates a relative strength for that variety
compared with the other three. Abbreviations as defined in Table 16.

Figure 6: Profiles of the Four Varieties
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Notes: Each shape is the variety’s centroid across the eight subindices. The dashed ring marks zero and the inner
and outer rings −1 and +1. Abbreviations as defined in Table 16.

Entrepreneurial Capitalism

27 countries | Mean GCI: 70.1 | GCI range: 42.2–95.0

Entrepreneurial Capitalism peaks on New Business Formation and Growth (z = +1.07) and Market-
Supporting Policy (z = +0.80). Labor Market Openness (z = +0.56) and Market Competition
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(z = +0.46) provide two additional positive pillars. Entrepreneurial Capitalism’s finance dimen-
sions are mildly negative (Depth and Stability of the Banking System z = −0.24, Capital Market
Sophistication z = −0.18) and Free Flow of Goods and Capital sits at z = −0.35. Countries in this
category demonstrate relative weakness in Property Rights and Private Ownership (z = −1.25).

The “Entrepreneurial” label captures what this variety does best: it creates the conditions for new
enterprise. The institutional architecture focuses on building competitive marketplaces through
active policy, with relatively available labor. On average, it sacrifices the nexus of finance and
property rights: cross-border capital flows, deep capital markets, and robust property rights are all
relative weaknesses.

The United States, Hong Kong, and Singapore sit at the top, but the same organizational logic
appears in the Gulf states (the United Arab Emirates, Qatar, Oman, Saudi Arabia, Bahrain, Jor-
dan), in emerging Asia (China, Indonesia, Vietnam, the Philippines, Cambodia, Laos, Bangladesh,
Pakistan), in post-Soviet and Balkan reformers (Georgia, Ukraine, Albania), and in several of the
world’s least developed economies (Rwanda, Mali, Zimbabwe, Cameroon).

These countries differ enormously in level of capitalism, but they share an organizational logic
configured around competitive marketplaces and supportive policy rather than around financial
depth or property protection. Despite vast political and ideological differences, the United States
and China both organize the capitalist elements of their economies around market competition
supported by active government policy, with property rights and capital market infrastructure
comparatively weak relative to their other strengths. The claim is not that these economies are
alike, but rather that the shape of their institutional architecture features significant similarities.

Corporate Capitalism

21 countries | Mean GCI: 62.6 | GCI range: 24.1–87.5

Corporate Capitalism presents the most dynamic profile of any variety. It demonstrates strengths
in Capital Market Sophistication (z = +1.33) and Depth and Stability of the Banking System
(z = +1.01). Free Flow of Goods and Capital (z = +0.04) and Property Rights and Private
Ownership (z = −0.24) are effectively neutral. Market Competition (z = −1.00), Labor Market
Openness (z = −0.86), New Business Formation and Growth (z = −0.40), and Market-Supporting
Policy (z = −0.39) are all weaknesses. In non-adjusted terms, Depth and Stability of the Banking
System sits +16.7 points above each country’s own average. Conversely, Labor Market Openness
and New Business Formation and Growth fall −15.0 and −11.7 below average, respectively.

The “Corporate” label reflects an organizational logic centered on large, established firms and fi-
nancial institutions rather than on entrepreneurial creation or competitive dynamism. The banking
system is solid and effective, capital markets are relatively deep, and cross-border trade flows rel-
atively freely. However, it is difficult to start new businesses, competition is muted, and labor
markets remain stolid.

Japan and South Korea lead this group with two economies famously organized around large
corporate conglomerates (keiretsu, chaebol). France, Malaysia, Poland, Thailand, Kuwait, Panama,
and Armenia share the pattern. Brazil, Mexico, Guatemala, and Bolivia all appear here as well.
These economies feature formal banking and capital market structures that serve large, incumbent
firms rather than generating new ones. France is the most marginal member of any cluster in the
analysis, sitting almost equidistant from the Corporate and Commercial centroids. As such, France
is best read as an intermediate case.
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Institutional Capitalism

31 countries | Mean GCI: 74.2 | GCI range: 41.9–96.9

Institutional Capitalism features strong performance in the “real economy” and significant weakness
in the financial sector. Property Rights and Private Ownership (z = +0.71) and Labor Market
Openness (z = +0.65) are twin peaks, with Market Competition (z = +0.56) close behind and
Market-Supporting Policy (z = +0.14) and New Business Formation and Growth (z = +0.23)
mildly positive. Depth and Stability of the Banking System (z = −0.87), Free Flow of Goods
and Capital (z = −0.70), and Capital Market Sophistication (z = −0.62) are all weaknesses. In
non-adjusted terms, Market Competition sits +13.9 points above each country’s own average and
Property Rights and Private Ownership +10.5 above, while Capital Market Sophistication falls
−17.8 points below.

The “Institutional” label captures a capitalist model built on strong non-financial institutions:
property rights, competitive markets, open labor markets, and the rule of law. The financial sector
is relatively weak not because it is unimportant but because institutional energy flows toward
building legal, regulatory, and competitive foundations rather than a financial superstructure.

Switzerland leads the cluster, followed by Canada, Denmark, Australia, Sweden, and New Zealand.
The Nordics appear here in full, alongside the United Kingdom, Iceland, Finland, the Netherlands,
Belgium, Ireland, Austria, Germany, Estonia, and Lithuania. Capitalism in these countries rests
on institutions and norms, while banking systems and capital markets play a secondary role.

Notably, a substantial group of African economies clusters here (Botswana, Namibia, Cabo Verde,
Benin, Zambia, Côte d’Ivoire, Kenya, Tanzania, Ghana, Senegal, Malawi, Liberia, and Nigeria),
along with Uruguay and Serbia. These are economies that have invested in institutional develop-
ment (property rights, competitive markets, effective policy frameworks) ahead of financial depth.
Germany and Ghana belong to the same cluster but differ by 48 GCI composite points, illustrating
how configuration and level are separable. Institutional Capitalism has the highest average GCI
score (i.e. the highest average level of capitalism) of the four varieties (74.2).

Commercial Capitalism

34 countries | Mean GCI: 64.4 | GCI range: 48.2–79.9

Commercial Capitalism is defined by the primacy of Free Flow of Goods and Capital (z = +0.89)
and Property Rights and Private Ownership (z = +0.50). Banking Depth (z = +0.36) is mildly
positive. Every other subindex is negative, leading with New Business Formation (z = −0.82),
Market-Supporting Policy (z = −0.52), Labor Market Openness (z = −0.50), Market Competition
(z = −0.25), and Capital Market Sophistication (z = −0.12). Depth and Stability of the Banking
System sits +10.1 non-adjusted points above each country’s own average, Property Rights +8.1
above, and Free Flow +6.4 above against a sample-wide −1.0. New Business Formation falls −14.7
non-adjusted points below and Labor Market Openness −11.4 below.

The “Commercial” label reflects an economy organized around the conditions traders and investors
value (property protection, capital mobility, functioning banks) rather than around robust compe-
tition, labor mobility, or firm creation. This is capitalism configured to attract trade and protect
capital, not necessarily to deploy it into new enterprises. These countries excel in the transit and
protection of money, goods, and services, while the entrepreneurial and competitive mechanisms
that would deploy them at scale are comparatively absent.
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Spain, Portugal, Italy, and the Czech Republic represent the Continental European model with
strong property rights and open capital flows alongside relatively rigid labor markets and less
entrepreneurial dynamism. The Central and Eastern European contingent (Slovenia, Bulgaria,
Latvia, Slovakia, Croatia, Hungary, Romania, North Macedonia, Montenegro, Bosnia and Herze-
govina) represents post-transition economies that built trade- and investment-friendly legal frame-
works faster than they built entrepreneurial ecosystems. Chile, Costa Rica, Mauritius, Jamaica,
and Trinidad and Tobago bring a Latin American and island-economy variant of the same logic,
with Colombia, Peru, Argentina, Ecuador, Honduras, El Salvador, Paraguay, and the Dominican
Republic completing the group. Commercial Capitalism has the narrowest composite range of the
four varieties (32 points). It is the most homogeneous variety in level and in shape, and the one
whose members are most consistently middle-income countries.

Internal Coherence and Persistence

The four varieties of capitalism described above differ significantly on all eight dimensions, with
membership explaining between 27% and 60% of the variance in each dimension’s shape score
(Table 19). Property Rights and New Business Formation discriminate most sharply, while Market-
Supporting Policy does the least. Assignment confidence under the Gaussian mixture specification
is high, with a mean maximum posterior probability of 0.981 and 109 of 113 countries assigned
above 0.90. However, separation between clusters is modest (overall silhouette 0.169).

Table 19: One-Way ANOVA on Ipsative Dimensions

Dimension F (3, 109) p-value η2

Banking Depth and Stability 29.9 3.5× 10−14 0.452
Capital Market Sophistication 29.1 6.6× 10−14 0.445
Free Flow of Goods and Capital 24.3 4.0× 10−12 0.401
Labor Market Openness 24.8 2.7× 10−12 0.405
Market Competition 18.8 7.0× 10−10 0.341
Market-Supporting Policy 13.4 1.7× 10−7 0.269
New Business Formation 39.6 2.2× 10−17 0.521
Property Rights 54.1 1.7× 10−21 0.598

Notes: η2 is the share of variance in each dimension’s ipsative score ex-
plained by variety membership.

The varieties maintain their shape across the GCI panel. Holding the four clusters fixed and
assigning a cluster to every complete country-year in the 2009–2025 panel, 80.6% fall in their own
country’s modal variety. 47 of 149 countries never change variety across the seventeen years, and
92 remain in their modal variety in at least four-fifths of observed years. Persistence is uneven
with 32 countries falling below 60% stability across the entire panel. Whether those cases represent
genuine transitions or instability at cluster boundaries is a question for further analysis.
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Table 20: Persistence of Variety Membership, 2009–2025

Measure Value

Country-years in their country’s modal variety 80.6%
Countries never changing variety 47 of 149
Countries in modal variety ≥80% of years 92 of 149
Countries in modal variety <60% of years 32 of 149
Mean variety changes per country over 17 years 1.83

Notes: Centroids are fixed from the 2025 cross-section. All 2,283
complete country-years in the panel are then assigned to the nearest
centroid.

GCI Limitations

Theoretical

A quantitative metric will only ever be as good as the theoretical construct it operationalizes. The
PCA methodology underlying the GCI measures how well our observable indicators cohere around
the latent construct we specify, but it cannot adjudicate whether that construct is the correct one.
Our framework is based heavily in western liberal theory, with Locke, Smith, Hamilton, Schumpeter,
and others cited throughout the index. These theorists feature because of their emphasis on the
importance of institutions, but critics could argue that this is a narrow theoretical approach that
needs expansion.

The distinction between institutional inputs and economic outputs, which we identify as one of the
GCI’s central methodological contributions, is theoretically clean but operationally porous. We
acknowledge that several of the indicators we use as proxies are simply our attempt to metricize a
concept for which little empirical data exists. For example, we use year-on-year GDP growth as a
proxy for creative destruction in the Market Competition subindex. While we are confident that
the literature validates this use case, it is true that growth is arguably an outcome of institutional
configurations.229 Likewise, business density rates, stock market turnover, trade-to-GDP ratios,
and foreign-born share of the labor force could just as easily be seen as outcomes of underlying
arrangements as institutional inputs. The Hamilton Indicator features the distributional alloca-
tion of tariff rates, which are policy outputs of political bargaining rather than fixed institutional
structures. While we have attempted to maintain focus on inputs at every point of the index con-
struction process, we acknowledge that numerous challenges to elements of our models would be
valid and reasonable.

The nation-state as a unit of analysis may mask meaningful subnational variation (firm, sector,
region, metro area, and supranational blocs). Capitalist institutions can vary substantially within
countries: policy differences across various US states, the divergence between China’s special eco-
nomic zones and its provinces, and the broader urban-rural divide across much of the globe. The
GCI’s nation-level scores should be read as characterizations of an aggregate, and users interested
in subnational institutional variation will need to supplement the GCI with more granular data. We
use national data because it provides the greatest potential for comprehensive global comparison,
but it could still obscure deeper heterogeneity.

Similarly, informal economies and informal institutions are largely invisible to the GCI’s measure-
ment framework. Black market economies tend to be open, profit driven, and entrepreneurial, but

229Mazzucato and Tancioni, “Indices that Capture Creative Destruction.”
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our data covers virtually none of them. Property rights may be enforced through customary law
and businesses may form and compete without formal registration. Therefore, the GCI’s reliance
on formal institutional measures likely underestimates capitalist activity in economies with large
informal sectors and may risk conflating formalization with capitalism itself.

Two further limitations concern the scope of what the GCI can meaningfully describe. First, the
choice to identify capitalism with eight specific subindices is itself a contestable theoretical claim.
We have provided theoretical justification for each subindex in the Theory section, but the decision
that these eight dimensions exhaustively constitute capitalism is debatable. Second, the temporal
window constrains what the GCI can reveal about institutional formation and decay. The theory
draws on centuries of scholarship about how capitalist institutions emerge, evolve, and break down.
However, the GCI’s empirical assessments only cover a very particular geoeconomic context. The
period covered by the GCI features the aftermath of the Global Financial Crisis, the COVID-19
pandemic, and the geopolitical realignments of the post-pandemic period. Inferences drawn from
the GCI about institutional dynamics reflect this particular historical period. Any conclusions
applied to other times should be treated with appropriate caution.

Methodological

Several important methodological limitations merit consideration. Missingness at the indicator
level is more pervasive than the subindex figures suggest. Across the eight analysis panels, 57.9%
of country-year-variable cells are observed, and only 104 of the 213 datasets span all seventeen
index years: 63 enter the panel after 2009 and 72 cease before 2025. The gaps take three distinct
forms:

1. Sources discontinued or restructured datasets mid-panel, as when a block of twenty WEF
items ends in 2019 and is replaced by reformulated questions in 2020

2. New sources enter partway through the panel, with five datasets first appearing in 2024

3. Individual countries fail to report in particular years even for indicators that are otherwise
continuously available. Fill rates vary widely by subindex, from 81.7% for Property Rights
to 42.7% for Capital Market Sophistication.

We address missing data through two methods. We use the period segmentation method described
in the Period Identification and Clustering section to compensate for structural entry and exit
of datasets. We perform hierarchical clustering on missingness patterns and group years with
comparable data structures, so each variable contributes only within periods where it exists. We
then chain-link scores across boundaries. We address sporadic country nonreporting by MICE
multiple imputation nested within each of the 500 bootstrap draws. Thus imputation uncertainty
propagates into the reported confidence intervals rather than being suppressed.

Neither procedure is a substitute for complete data—imputation cannot create information but
instead redistributes the observed correlation structure. This results in imputed values being drawn
toward what the correlated indicators already imply and tends to reinforce the index’s internal
coherence rather than test it. MICE further assumes that missingness is conditionally random
given the observed data. This assumption is difficult to defend here, since failure to report could be
a function of administrative and statistical capacity, which is among the institutional features the
index is designed to measure. Likewise, period segmentation produces within-period estimability
at the cost of re-estimating weights across boundaries. Thus, cross-period comparisons rest on the
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chain-linking procedure rather than on a single common model. Complete panels would be strictly
preferable, and the reported intervals should be read with that in mind.

Another limitation is common-source variance. The WEF Executive Opinion Survey (EOS) sup-
plies indicators to almost every subindex, and the WGI datasets appear in Property Rights, Market
Competition, and Market-Supporting Policy. Correlated measurement error from shared instru-
ments can inflate both the second-order loadings and the 73.9% composite variance share. We
tested this by extracting a method factor from the 79 pooled EOS items, orthogonalizing it against
the 134 non-survey items, and residualizing each subindex on the remainder. The variance share
does not fall (74.5% to 74.9% on the 2,240 country-years where the factor is scoreable), and no
loading moves by more than 0.007. Market Competition and New Business Formation, the two
most exposed, shift by +0.001 and +0.004.

The bootstrap confidence intervals are a lower bound on total uncertainty. Our resampling proce-
dure (500 iterations at the subindex level, and 250 within each of the 20 imputed datasets at the
composite level) propagates sampling and imputation variance. However, it does not account for
uncertainty in period boundaries, component-count choice, reliability scores, or source measurement
error. We treat period boundaries and the number of retained components as fixed inputs rather
than estimated quantities. Since resampling country-years leaves the correlation structure among
shared data sources intact, systematic source error is invisible to the procedure by construction.
The 2025 mean half-width of 1.72 points should therefore be read as the precision of the estimator
conditional on the specification, not as complete uncertainty about a country’s position in the GCI.

Our year-relative normalization makes level comparisons frame-dependent. We deliberately com-
pute min-max and z-scoring year by year, which preserves genuine cross-national variation. How-
ever, this means that a country’s score can move because the distribution around it shifted rather
than because its own institutions changed. The one-sided cap applied to each input variable at its
within-year 95th percentile compounds this at the upper tail since the cap moves with the annual
distribution. Longitudinal change figures, including the ∆ 2009–2025 column in Table 16, should
be read as movement relative to each year’s distribution rather than against an absolute standard.
Where the substantive claim concerns relative position, the rank series is the safer instrument as
rank statistics are unaffected by the frame.

Academic Applications

We expect and hope that the GCI will enable detailed studies in, among other disciplines, economic
development, comparative political economy, entrepreneurship and innovation, capital markets and
financial integration, and democracy, political institutions, and governance. We built the GCI to
anchor or complement any cross-national empirical project where the relevant explanatory variable
or control is the depth and configuration of capitalist institutions.

The GCI’s “index-of-indices” structure provides researchers a wide array of metrics that can be
used simultaneously or individually. Each of the eight subindices can serve as autonomous variables
in their own studies. So far as we are aware, no existing index products metricize Property Rights
and Private Ownership, Banking System Depth and Stability, Capital Market Sophistication, Free
Flow of Goods and Capital, Labor Market Openness, Market Competition, Market-Supporting
Policy, or New Business Formation and Growth at a truly global scale. Quite simply, we believe
that each of the eight subindices are world-leading metrics of their subjects in their own right, even
before they are compiled into an aggregate capitalism index score. We hope that our principle of
complete transparency and extensive documentation of methods will empower researchers to use
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the GCI in ways that we have not even considered.

The most consequential design feature for empirical work is the separation of institutional inputs
from economic, financial, political, or social outputs. We classify metrics that transcend economic
systems (GDP per capita, educational attainment, social mobility, inequality, gender equity, health,
innovation, etc.) as output variables against which the GCI can be analyzed for correlative or causal
relationships. Each of the individual subindices and the composite index can be used as dependent
variables without concern that the independent variable mechanically encodes the outcome.

PCA scores are especially suited for empirical work due to their continuous and standardized com-
putation without strong pre-defined modeling assumptions. Panel regressions can estimate the
effect of institutional configuration on outcome variables, using the composite index or individual
subindices as regressors. Researchers can also exploit within-country variation over the 2009–2025
period to study change over time. Instrumental variables strategies can use the GCI or its subindices
as instruments where institutional quality plausibly satisfies exclusion restrictions. Event studies
and difference-in-differences designs can examine outcomes around major institutional reforms cap-
tured by year-over-year changes in specific subindices.

Pedagogical Applications

Capitalism is notoriously difficult to teach. It is conceptually contested, inherently interdisciplinary,
dynamic across time, and politically loaded.230 The GCI aims to sidestep these issues by providing
tools that are fully compatible with “high engagement” or “doing economics” methods of organizing
teaching around real datasets, decision-relevant problems, and student-led discovery rather than
lecture-based exposition.231 By presenting capitalism as a system whose properties vary observably
across countries and over time, the GCI represents a tool to convert abstract concepts into empirical
and contrastable measurements. In so doing, the GCI gives students a concrete vocabulary for
the components of capitalist systems (the 8 subindices and 33 domains), and extensive country
observations per year to see cross-sectional variation rather than a single score.

Since the GCI features a transparent two-stage PCA, it also supports instruction at multiple levels
of analytical complexity. Simpler work can use published subindex scores to test hypotheses about
institutions and outcomes. Intermediate work can examine the indicators within a subindex and
propose alternative weightings or combinations of subindices. Advanced work can replicate the
index construction from raw inputs, propose new indicators, or extend the panel. Each level
exercises the data analysis and statistical skills that are central to economic literacy.232

The GCI also encourages and develops judgment. Every methodological input or technique in the
index represents a normative decision at some level, from the dimensions we identified as elements of
capitalism to the datasets we use to measure or proxy concepts. Our theoretical and methodological
transparency on these decisions allows teachers and students to question assumptions and propose
solutions to errors. Classroom exercises organized around “should subindex X weigh more heavily?”

230Robert F. Bruner, “Teaching Democracy and Capitalism: High Engagement and ‘Doing Economics,’ ” Journal of
Economic Education 56, no. 1 (2025): 76–86; see also John Dewey, Democracy and Education (New York: Macmil-
lan, 1916), 191; Raj Chetty, “Using Big Data to Solve Economic and Social Problems” (course materials, Harvard
University, 2019); Simon D. Halliday, “Data Literacy in Economic Development,” Journal of Economic Education
50, no. 3 (2019): 284–298; and Tomas Dvorak et al., “Efficient Empiricism: Streamlining Teaching, Research, and
Learning in Empirical Courses,” Journal of Economic Education 50, no. 3 (2019): 242–257.
231Bruner, “Teaching Democracy and Capitalism.”
232Judith D. Singer and John B. Willett, “Improving the Teaching of Applied Statistics: Putting the Data Back

into Data Analysis,” The American Statistician 44, no. 3 (1990): 223–230.
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or “which dimensions are constitutive of capitalism, and which are consequences of it?” exercise
judgment on the values latent in measurement, identification of tradeoffs, and how to form defensible
arguments under ambiguity.

To support adoption in classrooms, we are developing a comprehensive suite of teaching resources for
secondary, undergraduate, and graduate levels that will be available for free at demcapclassroom.
com. These materials will lower the cost of adoption and position the GCI not only as a research
instrument, but as the infrastructure for instruction about how capitalist systems work at every
level.

Conclusion

The Global Capitalism Index measures the strength and evolution of the eight institutional dimen-
sions that constitute capitalist economic systems. The GCI covers 170 countries from 2009 through
2025 drawing on 213 datasets from international organizations, academic sources, and private sector
data providers. We compose each of the eight subindices through an adaptive principal component
analysis that weights indicators by their reliability and shared variance. The composite index is
constructed by a second PCA using the eight subindices and generates 95 percent bootstrap confi-
dence intervals for every country-year score. The methodology deliberately separates institutional
inputs from economic outputs, which allows researchers to use variables such as GDP, inequality,
and human development as dependent variables in analyses without concern that the independent
variable mechanically encodes the outcome. We expect the GCI to be used as a tool in empirical
work on the determinants and consequences of capitalist institutions, as a diagnostic and advisory
tool for policymakers, a risk measurement and assessment function for firms, an exploratory mech-
anism for members of the public who aim to understand how institutional forces shape economic
performance, and as a pedagogical resource for teachers from high school through graduate studies.
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Appendix A: Structure of the Global Capitalism Index

The Global Capitalism Index is organized in three layers. Individual datasets aggregate into do-
mains, domains aggregate into one of eight subindices, and the eight subindices aggregate into the
composite GCI score. Aggregation at the subindex and composite levels is performed by adaptive
principal component analysis rather than by assigned weights, so the contribution of any dataset or
domain is determined by the observed covariance structure of the data in that period. The justifi-
cation for each of the eight subindex concepts is outlined in the Theory section of this paper. The
following table maps each of those subindices to their constituent domains, with a brief description
of each domain’s role within the subindex.

Subindex Domain Description

Strength of
Property Rights
and Private
Ownership

Intellectual Property
Protection

The ability of firms and individuals to
protect their intellectual property, mea-
sured through both the formal strength of
patent and copyright regimes and the pro-
tection firms experience in practice. With-
out enforceable claims on the non-physical
products of human and financial invest-
ment, the incentive structure that drives
innovation does not form.

Lack of Corruption For property rights and rule of law to func-
tion effectively, the system needs to oper-
ate with universal and impartial applica-
tion of the law, where larger or more pow-
erful actors are unable to bend the sys-
tem to their will. This domain captures
the de facto dimension of property rights.
Formal institutions, laws, and courts must
exist for rights to be exercised, but they
must also possess the capacity for enforce-
ment free of practical corruption. Judi-
cial corruption indicators are grouped here
rather than under Rule of Law because
they measure the integrity of enforcement
institutions rather than the substance of
legal protection.

Continued on next page
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Subindex Domain Description

State Stability Without a stable and relatively depend-
able state, the system of property rights
is fallible and susceptible to external pres-
sure and risk. This would damage or erad-
icate the reliability of the system, render-
ing it unusable and undependable. This
domain measures the capacity for stabil-
ity and also includes a measure of politi-
cal constraint against discretionary policy
change.

Political Expression The public accountability of companies
and the ability for in-depth criticism
and discourse of business sentiment with-
out retributive legal action, both upside
and downside, is crucial to the vibrancy
and multi-directionality of markets. This
ability for investigators to produce and
publish market and political sentiment
free of political interference is crucial for
an accurate reflection of property value,
rights, and market functioning. This do-
main measures the information environ-
ment rather than electoral competition.

Rule of Law The substantive strength and predictabil-
ity of the legal order through which indi-
viduals, firms, and the state claim or dis-
pute rights of ownership. Rule of law is
the mechanism by which property rights
are enforced in practice. This domain cap-
tures constraints on government power,
judicial accountability, compliance with
court decisions, judicial review, trans-
parency and predictability of law enforce-
ment, and access to justice.

Contract Enforcement The ability of actors within a legal system
to create and rely on contracts, measured
through court efficiency, insolvency pro-
ceedings, and rule-based governance as-
sessments. Contract enforcement is what
allows property rights to be honored in
practice rather than merely enshrined in
law.

Continued on next page
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Subindex Domain Description

Private Ownership The extent to which private ownership
is both legally permissible and commonly
practiced. This signals broader system
protection of ownership access, claims,
and protections. It also measures the de-
gree of ownership which bridges the gap
between de jure and de facto property
rights. For two datasets in this domain,
we employ a parabolic maximization ap-
proach. Please see Appendix C for more
details.

Market-
Supporting
Policy

Market Initiatives Active initiatives to secure and support
the free operation of market systems. This
domain does not measure state involve-
ment in markets but state policies that
protect and buttress market operation
largely through survey measures of an-
titrust effectiveness, public sector support
to start-ups, active labor training, govern-
ment procurement of advanced technolo-
gies, and long-term policy vision. It also
incorporates physical infrastructure provi-
sions that link centers of physical, finan-
cial, and human capital to enable market
creation and operation.

Operational and Institu-
tional Quality

The quality, flexibility, and independence
of government institutions that sustain
markets once created. This includes cen-
tral bank independence, regulatory qual-
ity, and how conducive legal systems are
to market operations. This domain mea-
sures the capacity of the state to per-
form ongoing institutional maintenance
and recalibration. This domain also con-
tains the Hamilton Indicator, which scores
low mean tariff rates combined with high
tariff dispersion and then discounts that
score by a measure of particularistic ver-
sus public-goods policy orientation, to ac-
count for rent-seeking in policy formula-
tion. This indicator is detailed further in
the Theory section.

Continued on next page
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Subindex Domain Description

Labor Market
Openness

Labor Market Flexibility The ability of both firms and laborers
to allocate human capital as they see fit,
measured through ability to hire and fire,
the character of labor–employer relations,
openness to foreign labor, wage-setting
mechanisms, and the linkage of pay to pro-
ductivity.

Labor Protections Freedom from forced labor and from
unequal work arrangements, measured
through compliance with internationally
recognized labor rights, freedom from co-
erced labor, and gender equity in pay
and economic leadership. Arbitrary con-
straints such as slavery, race- or gender-
based discrimination, and unequal legal
treatment artificially undervalue human
capital by preventing equal bidding in an
open market. A labor system that re-
jects property in one’s own person, im-
pinges on competition, and suppresses en-
trepreneurial activity is not structurally
capitalist regardless of how profitable it is
for its beneficiaries.

Continued on next page
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Subindex Domain Description

Labor Availability The supply of new entrants to the la-
bor market and the circulation of workers
within it, measured through the foreign-
born share of the labor force, internal mo-
bility, the ease of filling vacancies includ-
ing through foreign hiring, and the avail-
ability of skilled labor locally. Like firms
competing in a consumer market, labor
markets require an open supply of en-
trants with minimal barriers in order to
sustain competition. The domain is in-
tended to capture whether workers possess
the option to reallocate their human capi-
tal, not the absolute level of turnover. Be-
cause globally comparable, annually up-
dated measures of migration policy do
not exist at the scale this index requires,
the domain proxies the conditions under
which labor supply can expand using vari-
ables that reflect both policy choice and
structural economic conditions.

Market
Competition

Creative Destruction The dynamics of firm growth and attri-
tion, market concentration, competitive
intensity, and market-relevant innovation.
Creative destruction is the process that
incessantly revolutionizes economic struc-
ture from within and is a foundational
mechanism of capitalism rather than a
byproduct of it. This domain treats firm
entry and exit as necessary but insufficient
evidence of creative destruction. Changes
in firms’ relative market positions (mea-
sured using YoY GDP growth as a proxi-
mate estimate of economy-wide turnover)
also matter in capturing capacity for cre-
ative destruction. R&D expenditure and
university–industry collaboration measure
whether there is sufficient sustained re-
search investment that can generate the
technological and organizational advances
that market turnover depends on.

Continued on next page
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Subindex Domain Description

Regulatory Analysis The institutions that support competi-
tive activity and protect firms and con-
sumers from market manipulation, mea-
sured through governance quality, insol-
vency resolution, and the adaptability of
legal frameworks to new business models.
Capitalism presupposes a baseline regula-
tory infrastructure that preserves the in-
centives for success while ensuring conse-
quences for failure. The domain evaluates
not the quantity of regulation but its qual-
ity and orientation.

Human Capital Compet-
itiveness

The individual, entrepreneurial, and con-
sumer dynamics that support market
competitiveness, measured through tal-
ent competitiveness, innovative capacity,
collaboration within and between firms,
workforce mobility, and the teaching of
digital and technological skills.

Capital Market
Sophistication

Access and Participa-
tion: Infrastructure

Availability and public participation in
formal banking and financial networks,
measured through bank branch and ATM
density, formal saving and borrowing
rates, and the perceived ability of firms
to raise capital by issuing shares or
bonds. Infrastructure is measured sep-
arately from transactions so that the
two can be compared against each other.
Economies with limited infrastructure
typically show low transactional engage-
ment, indicating early-stage development.
Economies with extensive infrastructure
but modest transaction volumes may sig-
nal structural bottlenecks, regulatory fric-
tion, or underutilization. Economies
dense in both are mature, highly interme-
diated systems.

Continued on next page
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Subindex Domain Description

Access and Participa-
tion: Transactions

Frequency and breadth of real financial ac-
tivity among households and firms, mea-
sured through access to loans, the ad-
equacy of financial services to business
needs, syndicated lending volume and ma-
turity, domestic credit to the private sec-
tor, credit to government and state-owned
enterprises, and mobile money and mo-
bile/internet banking activity.

Equity Market Depth
and Scope

The size, diversity, and trading inten-
sity of public equity markets, alongside
measures of market functioning and gov-
ernance: stock market turnover, mutual
fund assets relative to GDP, price volatil-
ity, and survey assessment of exchange
regulation.

Bond Market Depth and
Scope

The development and maturity struc-
ture of corporate debt markets, measured
through issuance volume relative to GDP,
average maturity, and the interest rate
spread as an indicator of broader lending
conditions.

Venture Capital Avail-
ability

The prevalence and ease of obtaining
funding for innovative, high-growth enter-
prises, measured through survey assess-
ment of how easily start-ups can find eq-
uity funding.

M&A Prevalence The level of corporate consolidation and
capital reallocation, measured through
cross-border merger and acquisition sales
and purchases. Active markets for cor-
porate control indicate that capital can
be redeployed from lower- to higher-return
uses without the dissolution of the under-
lying assets.

Continued on next page
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Subindex Domain Description

Liquidity and Resilience The systemic capacity to withstand
shocks and sustain financial stability, mea-
sured through reserve adequacy, country
risk premia, and liquid liabilities rela-
tive to GDP. Liquidity is a precondition
for efficient price discovery, financial as-
set creation, and open market function-
ing. Markets that lack it are prone to am-
plified volatility and diminished investor
confidence. Resilience entails both the
short-run ability to absorb volatility and
macroeconomic change and the longer-run
capacity to return to normal operation
following crisis. Together the two deter-
mine whether capital markets can sustain
their intermediation function under ad-
verse conditions.

Depth and
Stability of the
Banking System

Banking System Depth The degree to which access to the bank-
ing system extends across the income and
firm-size distribution, measured through
financial institution access, depth, and ef-
ficiency indices, private credit and deposit
bank assets relative to GDP, branch den-
sity, card and digital payment penetra-
tion, mobile money activity, and survey
assessment of access to and innovation in
financial services. Increased banking pen-
etration in the broader economy enables
the economic dynamism and risk-taking
that capitalist systems require, and the
institutionalization of banking creates an
accessible technology through which risk
can be pooled and voluntary exchange
made more widely available. Banking in-
frastructure established mechanisms for
assessing creditworthiness and solvency,
which created trust in impersonal credit
markets and extended access beyond indi-
vidual financial relationships.

Continued on next page
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Subindex Domain Description

Banking System Stabil-
ity

The capacity of a banking system to ab-
sorb shocks and avoid crises, measured
through capital adequacy, regulatory cap-
ital to risk-weighted assets, asset qual-
ity, liquidity coverage, return on assets,
liquid assets to short-term liabilities, de-
fault probability, and survey assessment
of bank soundness and financial system
resilience. Because bank operations con-
tain inherent points of fragility, robustness
to shocks determines whether the bank-
ing system empowers or periodically de-
stroys capitalist enterprise. When banks
fail or credit freezes, uncertainty contracts
the money supply, consumer demand, and
the flow of capital.

New Business
Formation and
Growth

Human Capital A nation’s level of education and basic
skills, talent development, attraction, and
productivity, all of which supply necessary
inputs to new business formation. The
embedded knowledge, skill, and education
of a talent base is itself productive capi-
tal, and endogenous growth theory holds
that its accumulation through education,
experience, and research drives technolog-
ical progress and firm formation.

Cultural Acceptance of
Entrepreneurship

The systemic acceptance and encour-
agement of entrepreneurship, measured
through attitudes toward entrepreneurial
failure, perceived opportunities and capa-
bilities, fear of failure, and the social sta-
tus accorded to successful entrepreneurs.
New business formation is a social phe-
nomenon requiring cultural legitimation of
risk-taking, profit motivation, and innova-
tion.

Continued on next page
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Subindex Domain Description

Market Access The practical ability of entrepreneurs to
develop companies domestically and in-
ternationally, measured through export
market concentration, competitive inten-
sity, market dominance, cluster develop-
ment, state ownership, logistics perfor-
mance, taxes on international trade, an-
titrust effectiveness, and market scale.
Once ventures are created, competition
and growth require access to a widening
network of market systems to scale.

Access to Startup Capi-
tal

The ease with which entrepreneurs can ac-
cess formal and informal credit systems,
measured through deposit account and
borrower penetration, outstanding de-
posits and loans from commercial banks,
credit unions, and microfinance institu-
tions, domestic credit to the private sec-
tor, and survey measures of loan ac-
cess, venture capital availability, minor-
ity shareholder protection, and SME fi-
nancing. Availability of startup capital
provides both the early-stage financing
that translates ideas into production and
a signal of an economy’s support for en-
trepreneurship.

Government Supporting
Policy

The extent to which government policy
enables entrepreneurship through business
regulation, market initiatives, competi-
tion policy, labor regulation, and taxation,
measured through regulatory compliance
burden, legal recourse against government
action and in commercial disputes, dis-
tortive effects of taxes and subsidies, non-
tariff barriers, hiring flexibility, long-term
policy vision, and legal equality in busi-
ness.

Continued on next page
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Subindex Domain Description

R&D Transfers The extent to which research and devel-
opment funding exists and translates in
practice into new commercial opportu-
nities, measured through gross expendi-
ture on R&D, patent families by origin,
university–industry collaboration, com-
pany R&D spending, and expert assess-
ment of whether national research reaches
small and medium enterprises. Coopera-
tion among industry, research centers, and
the state stimulates new ideas and creates
avenues for their commercial realization.

Free Flow of
Goods and
Capital

Free Flow of Trade The ability of goods and services to flow
across borders is a necessary component
of international trade and openness to
broader global markets. This domain
also measures levels of trade participa-
tion in practice. Though this may be
biased towards countries with more de-
veloped trade regimes and endowments,
the level of participation in international
trade, relative to the size of the economy,
does provide a useful indicator of willing-
ness to participate in international mar-
kets. It is worth noting that trade-to-GDP
ratios are systematically lower for large
economies, which tend to utilize exten-
sive internal markets more than smaller
countries more dependent on cross-border
exchange. However, tariff policy, non-
tariff barriers, infrastructure investment,
and institutional commitments each shape
trade participation independently of coun-
try and market scale. Additionally, na-
tions with minimized import/export costs
and logistics performance demonstrate an
easier environment for trade facilitation.

Continued on next page
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Subindex Domain Description

Free Flow of Capital The ability of financial capital to move
across borders, measured through capital
account openness, total foreign direct in-
vestment flows, and regulatory restrictive-
ness toward foreign investment. Cross-
border capital mobility facilitates risk di-
versification, broadens markets, and cre-
ates active uses for stored savings and
earnings. The free deployment of capi-
tal across borders reduces market distor-
tions, strengthens private ownership, and
encourages capital mobilization. The do-
main measures both the regulatory en-
vironment for capital movement and ob-
served flows.

Free Flow of Human
Capital

The ability of labor and skills to move
across borders, measured through net mi-
gration and the restrictiveness of regula-
tions governing the hiring of foreign work-
ers. Allowing human capital to be al-
located toward its most productive uses
enables economies to access global talent
pools, and the empirical literature on la-
bor mobility finds that both internal and
cross-border movement improves human
capital allocation, productivity, and inno-
vation.
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Appendix B: Peer Review Instructions to Reviewers

The following instructions and materials were provided to each of the ten expert scholars who
participated in the GCI peer-review process between September 2025 and March 2026. Reviewers
were asked to evaluate one designated subindex in which they held particular expertise, as well as
the overall structure and methodology of the composite Global Capitalism Index.

Table B.1: Peer Reviewers of the Global Capitalism Index

Reviewer Affiliation Subindex Reviewed

Robert Bruner University of Virginia Strength of Property Rights and
Private Ownership

Sonal Pandya University of Virginia Market-Supporting Policy

Chris Hughes University of Pennsylvania Market-Supporting Policy

David Leblang University of Virginia Labor Market Openness

Laura Phillips-Sawyer University of Georgia Market Competition

Pedro Matos University of Virginia Capital Market Sophistication

Yiorgos Allayannis University of Virginia Depth and Stability of the Bank-
ing System

Christine Mahoney University of Virginia New Business Formation and
Growth

David Audretsch Indiana University Blooming-
ton

New Business Formation and
Growth

Kerem Cosar University of Virginia Free Flow of Goods and Capital

For Assigned Subindex

1. Review and evaluate the composition for the assigned subindex, including:

a. Evaluate the theoretical framework

i. Does our model of the subindex make sense, are we missing any vital elements of
the concept?

b. Determine the validity of the selected components

i. Are these components exhaustive of the concept, are there others we are missing?

c. Evaluate the relevance of the datasets that comprise those components, including the
justifications for using certain datasets as proxies for concepts

i. Are there other datasets we should include?

ii. Are there concerns with any particular datasets?

For Overall Global Capitalism Index

1. Conduct a general review of the subindex and index structure of the Global Capitalism Index
design, with a particular focus on the following questions:
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a. Are any of the 8 subindices of capitalism not appropriate to include?

b. Are any major categories missing?

2. Review technical/weighting methodology for entire Index, in particular:

a. Evaluate the principal components analysis methodology

i. Do you concur with our decision to use PCA instead of a subjective weighting
scheme?

b. Does the description of the PCA process provide enough transparency?

c. What additional information would you like provided?

To do so, we provided each reviewer:

1. Subindex Overview: a review of the assigned subindex, including details on the theoretical
framework, technical approach, results, and data sources

2. Subindex Datasheet: the results and data for the assigned subindex

3. Global Capitalism Index Datasheet: the aggregate results for the overall Global Capi-
talism Index

4. Technical Appendix: a detailed description of the principal components analysis

5. Replication Files: R markdown files, if you wish to recreate the principal components
analysis for either the assigned subindex or the overall Global Capitalism Index

6. Overview Slides: slides from a recent presentation providing an overview of the Global
Capitalism Index, the development process, and initial results

In sum, we asked each reviewer to provide a report on their findings, to include:

1. Major categories of capitalism or datasets we should alter, add, or remove from the Index

2. Major methodological critiques

3. Final evaluation of whether you would:

a. Recommend approval of Index model as it is

b. Recommend approval of Index model once minor concerns are addressed and recom-
mended changes made

c. Recommend major revision and resubmission of Index model (including what major
alterations would be necessary for the reviewer to reconsider)

d. Reject the Index
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Appendix C: Parabolic Scaling Methodology

The country set used to calibrate the parabolic transformations was selected through a structured
review of the comparative capitalism literature and an evaluation against the eight institutional
dimensions that define the GCI. The starting point was Bruno Amable’s (2003) typology, which
identifies five varieties of capitalism (market-based, social democratic, Asian, Continental Euro-
pean, and Mediterranean) and assigns example countries to each system.233 We retain Amable’s
groupings as the backbone of the set: the United States, United Kingdom, Canada, and Aus-
tralia for the market-based model; Denmark, Finland, and Sweden for the social democratic model;
Japan and Korea for Asian capitalism; France, Germany, Belgium, Austria, Ireland, and Norway
for Continental European capitalism; and Greece, Italy, Portugal, and Spain for the Mediterranean
model.234 We then extended the set to address the framework’s confinement to largely the Global
North. Through focused regional reviews of Latin America, Sub-Saharan Africa, Eastern Europe,
and Southeast Asia, we added Chile, Mauritius, and Estonia on the basis of their sustained align-
ment with the GCI’s institutional dimensions. Specifically, these countries demonstrate longstand-
ing market liberalization, low average tariffs, private sector growth, and institutional frameworks
oriented toward fair competition.235 Singapore, South Africa, and Slovenia were considered but
excluded because of persistent and substantial state participation in core market activity. Specifi-
cally, the prevalence of state holding companies in Singapore, racially targeted ownership transfer
mandates in post-apartheid South Africa, and the almost 25 percent state ownership of the economy
in Slovenia, all differ from the intention of this particular metric.236

The purpose of establishing this set is not to identify the “best” capitalist countries or to make
a normative judgment about which countries are most capitalist. Rather, the set is intended to
cover the empirical range of institutional configurations that the comparative capitalism literature,
across multiple traditions, recognizes as capitalist. By averaging across this range to calibrate
the parabolic peak for variables, the post-transformation data reflects what capitalist economies
actually do in practice rather than what any single ideological tradition prescribes. This approach
preserves the institutional pluralism documented across the varieties of capitalism literature while
still allowing the index to flag values that fall outside the range any recognized capitalist system has

233Amable, The Diversity of Modern Capitalism.
234Amable’s typology builds on foundational work in the varieties of capitalism literature, particularly on Hall

and Soskice, Varieties of Capitalism; J. Rogers Hollingsworth, Philippe C. Schmitter, and Wolfgang Streeck, eds.,
Governing Capitalist Economies: Performance and Control of Economic Sectors (New York: Oxford University Press,
1994); Colin Crouch and Wolfgang Streeck, eds., Political Economy of Modern Capitalism: Mapping Convergence and
Diversity (London: Sage, 1997); and Richard Whitley, Divergent Capitalisms: The Social Structuring and Change of
Business Systems (Oxford: Oxford University Press, 1999).
235On Chile’s post-1970s financial and trade liberalization, see Andrés Velasco, “Liberalization, Crisis, Intervention:

The Chilean Financial System, 1975–1985,” IMF Working Paper WP/88/66 (Washington, DC: International Mon-
etary Fund, 1988). On the institutional foundations of Mauritius’s growth model, see Jeffrey Frankel, “Mauritius:
African Success Story” (working paper, Harvard Center for International Development, 2012). On Estonia’s position
within the post-communist varieties of capitalism literature, see Pavol Baboš, “Varieties of Capitalism in Central and
Eastern Europe: Measuring the Co-Ordination Index of a National Economy,” SEER: Journal for Labour and Social
Affairs in Eastern Europe 13, no. 4 (2010): 439–458.
236On Singapore, see Katalin Völgyi, “A Successful Model of State Capitalism: Singapore,” in Seeking the Best

Master: State Ownership in the Varieties of Capitalism, ed. Miklós Szanyi (Budapest: Central European University
Press, 2019), 275–296. On the South African race-based market economy, see Grietjie Verhoef, “ ‘Settlers and
Comrades’. The Variety of Capitalism in South Africa, 1910–2016,” Business History 63, no. 8 (2021): 1413–1446.
On Slovenia’s state ownership, see Dorothee Bohle and Béla Greskovits, “Neoliberalism, Embedded Neoliberalism,
and Neocorporatism: Towards Transnational Capitalism in Central-Eastern Europe,” West European Politics 30,
no. 3 (2007): 443–466; and Bertelsmann Stiftung, BTI 2024 Country Report: Slovenia (Gütersloh: Bertelsmann
Stiftung, 2024).
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sustained. Critically, the calibration is applied only to variables for which there is strong theoretical
reason to expect a nonlinear measurement relationship, wherein both very low and very high values
are inconsistent with sustained market functioning. This process is only applied to two datasets
in the current iteration of the GCI, but the process can be expanded to accommodate subsequent
dataset additions when relevant.

Mechanically, we take this list of countries, gather their average scores for each year of a given data
series, and compute the simple average of all those values so that each model receives equal weight.
That aggregate average per year is then treated as the central value for the dataset during 0–10
scaling.
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Appendix D: Varieties of Capitalism Country Lists

The tables below list the member countries of each of the four varieties of capitalism identified
in the Discussion, ranked by composite GCI score. This analysis is preliminary and primarily
for demonstration of the GCI’s analytical capabilities. The typology is estimated on the 2025
cross-section, covering the 113 countries observed on all eight subindices in that year. One further
country is excluded as described in the Discussion. These varieties describe the shape of a country’s
institutional configuration rather than its overall level of capitalism. Several countries cluster
near boundaries and are intermediate cases. Membership should be read alongside the persistence
measures, reported in the Discussion section, in which 80.6 percent of country-years across the
2009–2025 panel fall in their country’s modal variety.

Table D.1: Entrepreneurial Capitalism: Member Countries

# Country GCI # Country GCI

1 United States 95.0 15 Vietnam 72.9
2 Hong Kong 94.5 16 Philippines 70.2
3 Singapore 93.3 17 Rwanda 64.2
4 Israel 88.7 18 Ukraine 62.4
5 United Arab Emirates 85.3 19 Egypt 60.9
6 Qatar 82.2 20 Cambodia 56.5
7 Oman 80.1 21 Algeria 54.4
8 China 79.0 22 Laos 53.0
9 Saudi Arabia 78.6 23 Mali 51.6
10 Jordan 78.4 24 Zimbabwe 49.2
11 Bahrain 77.9 25 Pakistan 46.8
12 Albania 77.4 26 Cameroon 46.1
13 Georgia 76.6 27 Bangladesh 42.2
14 Indonesia 75.2

Notes: N = 27; mean composite GCI 70.1. Ranked by 2025 composite
score.

Table D.2: Corporate Capitalism: Member Countries

# Country GCI # Country GCI

1 Japan 87.5 12 Morocco 61.8
2 France 85.2 13 Guatemala 60.3
3 South Korea 83.3 14 India 59.1
4 Malaysia 79.2 15 Turkey 59.0
5 Poland 74.4 16 Uzbekistan 58.2
6 Thailand 72.1 17 Nepal 56.3
7 Kuwait 69.5 18 Tunisia 56.1
8 Armenia 69.1 19 Bolivia 41.4
9 Panama 66.1 20 DR Congo 26.3

10 Brazil 63.5 21 Chad 24.1
11 Mexico 63.0

Notes: N = 21; mean composite GCI 62.6. Ranked by 2025
composite score.
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Table D.3: Institutional Capitalism: Member Countries

# Country GCI # Country GCI

1 Switzerland 96.9 17 Botswana 72.7
2 Canada 93.8 18 Uruguay 72.7
3 Denmark 91.9 19 Namibia 69.7
4 Australia 91.6 20 Cabo Verde 67.1
5 Sweden 90.6 21 Benin 62.8
6 New Zealand 90.3 22 Serbia 60.6
7 United Kingdom 90.1 23 Zambia 60.2
8 Iceland 88.5 24 Côte d’Ivoire 58.7
9 Finland 88.3 25 Kenya 57.8
10 Netherlands 87.4 26 Tanzania 57.2
11 Belgium 86.6 27 Ghana 56.3
12 Ireland 85.0 28 Senegal 54.6
13 Austria 84.7 29 Malawi 49.2
14 Germany 84.4 30 Liberia 45.1
15 Estonia 84.1 31 Nigeria 41.9
16 Lithuania 79.6

Notes: N = 31; mean composite GCI 74.2. Ranked by 2025
composite score.

Table D.4: Commercial Capitalism: Member Countries

# Country GCI # Country GCI

1 Spain 79.9 18 North Macedonia 65.3
2 Portugal 79.5 19 Montenegro 64.7
3 Italy 78.4 20 Dominican Republic 63.8
4 Chile 76.8 21 South Africa 63.2
5 Czech Republic 76.8 22 Sri Lanka 60.5
6 Costa Rica 74.8 23 Trinidad & Tobago 59.8
7 Mauritius 73.9 24 Peru 57.8
8 Slovenia 73.5 25 Kyrgyzstan 57.0
9 Bulgaria 72.4 26 Kazakhstan 56.4

10 Latvia 71.4 27 El Salvador 55.3
11 Slovakia 71.4 28 Mongolia 53.5
12 Greece 68.3 29 Argentina 52.1
13 Croatia 67.5 30 Ecuador 51.4
14 Hungary 67.3 31 Honduras 50.5
15 Romania 66.9 32 Bosnia & Herzegovina 49.8
16 Colombia 65.8 33 Paraguay 49.6
17 Jamaica 65.4 34 Lesotho 48.2

Notes: N = 34; mean composite GCI 64.4. Ranked by 2025 composite
score.
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