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A Comparison of Economic Freedom  

between Haiti and Similar Countries 

 
This study is a comparison of economic freedom between Haiti and similar countries. 

Economic freedom, in this sense, is measured through the economic institutions that are prevalent 

in a society. By economic institutions, one refers to the laws and practices that impact the 

development of a society’s economy. Economists, especially free-market economists, argue that 

economic institutions play a big role in the development of a society’s economy. According to this 

view, certain economic institutions hinder the economy, while others are more conducive towards 

its progress. Haïti is considered an economically underdeveloped country, while others which are 

similar in population and size are considered economically developing or economically developed 

countries. Hence, the aim of the study is to contrast the economic institutions of these countries in 

hopes of gaining insights into their role as mechanisms for societal development. In doing so, we 

seek to also support (or undermine) the theory that certain economic institutions are positively 

correlated with economic development. To do so, we will utilize the Fraser Institute’s Economic 
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Freedom of the World (EFW) annual 2015 report. The report is an index which divides the 

institutions pertinent to economic freedom into five areas, which are further divided into 

components and subcomponents. The five areas are 1) size of government, 2) the legal system and 

property rights, 3) sound money, 4) freedom to trade internationally, and 5) regulation. In a 

nutshell, they respectively analyze the extent to which the government is involved in the economy; 

whether the rule of law is respected, and whether the protection of property rights is secured; how 

sound the monetary system is; how free individuals and firms are in trading with their counterparts 

overseas; and how regulated the economy is. The components that make up the areas do not 

necessarily cover every element relevant to economic freedom; rather, together they reflect the 

state of a society’s economy to a very robust and reliable extent. We should also make clear that 

the EFW index does not measure economic prosperity; instead, it measures economic freedom. 

The two concepts are different, and it is important that the distinction be made. Indeed, the 

objective of the thesis is to determine how closely related those two concepts are. Finally, we will 

take a microscopic look at how economic freedom and political freedom are correlated. 

Haiti arises as the author’s country of interest simply because he is passionate about 

economic development and is from this country. To draw meaningful recommendations on how 

Haitian policymakers can improve the economy, we compare Haiti to two groups of countries—a 

first group of economically developing countries and a second group of economically developed 

ones. This disparity in development enables us to discern more clearly the importance of each 

institution to economic prosperity. The first group of countries consists of: Bolivia, Costa Rica, 

Dominican Republic, Ecuador, El Salvador, Honduras, Jamaica, Nicaragua, Paraguay, and 

Uruguay. While the second one is composed of the following countries: Belgium, Chile, Denmark, 

Estonia, Hong Kong, Netherlands, New Zealand, Singapore, Sweden, and Switzerland. We chose 
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these countries for the comparisons because they are very similar to Haiti in population size. In 

addition, the countries in the first group are in the same geographical region as Haiti, and thus, 

share similarities in their political, social, and economic environments as well as a moderately 

similar Latin culture. 

1. Size of government 

  The first area of the index, size of government, underlies the degree to which governments 

allocate resources and goods and services. The area utilizes four components to showcase this: 1) 

government consumption, 2) transfers and subsidies, 3) government enterprises and investment, 

and 4) top marginal tax rate. The first two components deal with personal versus public choice. As 

government consumption represents a bigger share of total spending in the economy, government 

decision-making replaces personal choice. Thus individual choice erodes, and economic freedom 

diminishes (EFW). The last two components, on the other hand, seek to find out the degree to 

which private investments and enterprises as well as low tax rates are present in the economy. 

Government-owned enterprises are not subject to the same laws and regulations as private ones. 

They function in protected markets, and they do not rely on consumers for revenue or on investors 

for capital. The fourth component illustrates whether marginal tax rates deprive individuals from 

keeping what they earn. Hence in a free economy, personal choice is high, private businesses and 

private investors are prolific, and taxes are relatively low.  

A. Government consumption 

 We can now examine the first component of the first area, government consumption. In 

any society, there exists two types of spending: public or private. Public spending typically is 
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carried out by the government. Government spending diminishes the freedom to choose because 

it provides more or less a homogeneous choice for all individuals. Whereas private spending offers 

the possibility for each individual to cater their spending towards their unique preferences. Thus, 

as government spending increases, households and firms have fewer opportunities to make those 

unique choices. Consequently, personal choice and economic freedom erode. Government 

consumption along with transfers and subsidies address the extent to which individuals and 

businesses have personal choice. So, a high score in this area indicates that individuals have a lot 

of freedom to choose. Inversely, it means that the government plays a minimal role in the decision-

making process (EFW). Government consumption represents a part of total consumption (1A), 

and below are two tables that compare this component between Haiti and the 10 developing 

countries.  

  Haiti Bolivia Costa Rica Dominican Rep. Ecuador El Salvador 

Government 

Consumption 9.35 6.26 5.35 8.21 6.15 8.38 

 

 Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Government 

Consumption 9.35 6.76 7.21 9.91 7.32 6.65 

 

In public consumption, the Haitian government scores 9.35, while the average score for the 

government of the economically developing countries is 7.22, with a standard deviation of 1.32. 

With a t-stat of 1.61, public consumption in Haiti is not statistically different to public consumption 

in the economically developing countries at the 10% level of significance. As the z-score is .8974, 

the t-stat is significant, however, at the 11% level of significance. In any case, Haiti’s score of 9.35 
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should mean that households and businesses experience a very high level of personal choice. 

However, this score is more artificial than a real reflection of reality. Information on government 

spending proved difficult to find. We could however find data on tax revenue. In a Selected Issues 

paper, the part titled Optimizing Fiscal Policy for High and Inclusive Growth in Haiti by Abdel 

Bessaha and Elva Bova presents us with a table showing tax revenue as a percentage of GDP in 

Haiti and some countries in our data set. In 2011, tax revenue in Haiti represented 13.1% of GDP. 

Whereas tax revenue in Costa Rica, Dominican Republic, and Honduras averaged around 14% of 

GDP, while in Jamaica and Nicaragua it was about 20% of GDP (Bessaha and Bova, 2013). (For 

the countries mentioned above, the table includes tax revenue data from different years, namely 

years 2009 and 2011.) Below is the full tax revenue table. 
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Tax revenue is, perhaps, not a complete representation of government consumption. However, it 

is a reliable indication of such consumption as governments can pay only for their consumption 

through either revenues from taxes or borrowing. As such, we see that the low tax revenue as a 

percentage of GDP in Haiti reflects the high score assigned by the index. Haiti is thus economically 

freer in this component than its regional counterparts. 

However, we must also consider artificial scores. That is, whether the freedom enjoyed by 

Haitians in this component is a result of weak technical capacity to collect taxes. The paper also 

informs us about tax collection in Haiti compared to regional neighbors. “Collection of taxes on 

income is [weak], generating only 2.5 percent of GDP, as opposed to a regional average of 4.1” 

(Bessaha and Bova, 2013). The article also tells us that “[Haitian] tax and customs administrations 

have weak technical capacity”. Government revenue relative to GDP is low, and the government 

also does not have the means to collect taxes. (Bessaha and Bova, 2013). Hence, this tells us that 

the score is a consequence of administrative deficiencies, as opposed to a real appreciation of 

personal choice by individuals in political office. However, although the score is artificial, we 

should still infer that private consumption in Haiti is high. Even if it is a consequence of challenges 

in tax collection, Haitians are free to make daily choices for themselves. In other words, Haitians 

get to choose how their earnings are spent, instead of those in office doing so. As a result, we can 

conclude that Haiti is indeed free in this component. The challenge however will be in that, as 

Haiti develops and fares better in the means of collecting taxes, the government does not 

proportionally increase its consumption, but leaves the choice in the hands of the people. We 

cannot make any recommendations here as Haiti already emerges freer than its neighbors in this 

component. Below are the tables for the 10 economically developed countries.  
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  Haiti Belgium Chile Denmark Estonia Hong Kong 

Government 

Consumption 9.35 2.32 7.00 1.35 3.79 8.12 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Government 

Consumption 9.35 0.91 4.59 5.41 1.21 6.82 

 

The economically developed countries average a score of 4.15, with a standard deviation of 2.65. 

With a t-stat of 1.96, the scores are statistically different at the 5% level of significance. As the 

table shows, the statistical difference mirrors the involvement of the state in Scandinavia and 

Continental Europe. According to oecd.org, government spending in Netherlands, Sweden, and 

Belgium, and Denmark exceeds 46% of GDP (OECD.org, 2013). Thus in this component, 

economic freedom is also higher in Haiti than it is in the economically developed countries in this 

group. Since the approach we’re taking relies on economic freedom, we cannot draw any 

recommendations from the public consumption level of the comparing countries for this 

component, as Haiti is already statistically freer. 

In addition, two important remarks must be noted. First, societies where nearly half of the 

decision making is made by the government, Scandinavia or Continental Europe, can still 

experience high levels of economic development. This is so for many reasons, and we shall delve 

into them shortly. Consequently, it indicates that high economic freedom in government 

consumption alone is not indicative of high economic development. That is, government spending 

alone is insufficient to assure overall economic freedom and economic development. In this case, 
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economic freedom is inversely related to economic development. However, we shall see later that 

this is a complex issue. Secondly, the analysis above generates insights as to why the index 

maintains that emphasis on institutions such as the rule of law, protection of property rights, and 

sensible regulation are in addition a must to assure economic freedom and enhance economic 

development (EFW). Thus, it is crucial to again note that the index measures economic freedom, 

not economic prosperity or economic development; thus, the index only seeks to demonstrate how 

closely those two concepts (economic freedom and economic development) are related. In this 

example (and the many that are to follow in this area), we will see that economic freedom and 

economic development are inversely related. 

B. Transfers and subsidies 

The second component of the area, transfers and subsidies, complements our analysis on 

personal choice. Transfers and subsidies are two forms of income redistribution. By that we mean 

that transfers and subsidies do not make use of available resources nor create goods and services. 

Transfer payments are usually made to financially support individuals. Transfers comprise social 

security, financial aid, welfare, and national defense among others. Subsidies, on the other hand, 

are a form of financial support given to businesses to aid in developing or maintaining an industry. 

The government usually makes these financial settlements with tax money. However, when the 

political process taxes some households and businesses to support others, the freedom to keep 

one’s earnings diminishes. Subsequently, transfers and subsidies decrease opportunities to choose 

freely, like being charitable or simply keeping one’s earnings (EFW). Below is the table for the 

economically developing countries in this respect. 
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  Haiti Bolivia Costa Rica Dominican Rep. Ecuador El Salvador 

Transfers and 

Subsidies 9.92 8.84 8.55 9.43 9.59 9.11 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Transfers and 

Subsidies 9.92 10.00 9.38 10.00 9.23 6.08 

 

In this subcomponent, Haiti averages 9.92, while the economically developing countries average 

a score of 9.02, with a standard deviation of 1.13. The t-stat equals .79 and is not statistically 

significant at the 10% level of significance. Thus, on average, the countries enjoy very high scores. 

This tells us that minimal transfer and subsidy payments take place in these societies. According 

to Redistributing Income to the Poor and the Rich: Public Transfers in Latin America and the 

Caribbean, by Lindert, Skoufias, and Shapiro: 

Overall, public spending on transfers represents about 5.7% of GDP in Latin America and 
the Caribbean (LAC). Public spending on transfers in OECD countries is close to three 
times that average. Adding in other public social spending categories (education, health, 
other) and LAC spends an average of 13.4% of GDP on the social sectors. Again, this is 
low relative to OECD countries, which spend about twice that amount (Lindert, Skoufias, 
Shapiro, 2006).  
 

Hence, we can infer that minimal transfer and subsidy payments occur in Latin America and the 

Caribbean. Again here, we cannot make any recommendations, as Haiti already performs just as 

well as the group. Since transfer payments are low in Latin America and the Caribbean, the most 

we can say is that it should be maintained as such, and consequently allow Haitians to keep what 

they earn. 
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Below are the respective tables for the economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Transfers and 

Subsidies 9.92 2.33 8.01 4.32 6.40 9.43 

 

  Haiti Netherlands 

New 

Zealand Singapore Sweden Switzerland 

Transfers and 

Subsidies 9.92 2.87 2.90 8.75 4.34 6.03 

 

The economically developed countries average a score of 5.54, with a standard deviation of 2.58. 

The t-stat is 1.7, and the scores are statistically different from each other at the 10% level of 

significance. This supports the claim that “public spending on transfers in OECD countries is close 

to three times [the average in  the Latin American and Caribbean countries]” (Lindert, Skoufias, 

and Shapiro). Additionally, the paper Income inequality and growth: The role of taxes and 

transfers tells us that “cash transfers – such as pensions, unemployment and child benefits – 

account for more than three quarters of the overall redistributive impact in the OECD on average 

and taxes for the remaining part” (OECD 2012). We can gather from this that redistribution occurs 

on a wider scale in the OECD than in Haiti and countries in the LAC region. Here, Haiti arises 

statistically freer than the countries in this group, and no recommendations can be made. Although 

Haiti and the countries in Latin America are freer in this component than those in the second group, 

the ones in the second group are more economically developed. This finding provides additional 

evidence that small government consumption is not the main foundation of economic 

development. 
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The paper titled The role of Fiscal Transfers for Regional Economic Convergence in 

Europe by Cristina Checherita, Christiane Nickel, and Philipp Rother concludes that “net fiscal 

transfers contribute to reducing disparities in income available to households at the regional level and 

thus achieve their intended distributional goal”( Checherita, Nickel, and Rother, 2009). So although 

larger income transfers exist in Europe relative to LAC, they do help in minimizing income 

inequalities. Equally importantly, the Tax Foundation tells us that Sweden’s tax rate is substantially 

higher than that of the United States, but yet generates 50% more in tax revenue. The reason for this is 

that Sweden’s high tax rates are flat and apply to all income earners that make 1.5 times the national 

average, as opposed to a progressive tax rates that marginalizes high income earners, like in the US.  

In other words, it is not the case that Sweden (and other Scandinavian countries) only heavily taxes the 

rich. Instead, a greater variety of income earners are taxed at these high marginal tax rates. To put this 

in context, if the Swedish tax system was applied in the United States, anybody making over $60,000 

in the United States would be paying a marginal tax rate of 56.9 percent. We point this out because it 

shows that, although as we saw earlier economic freedom was inversely related to economic 

development, it is not the case that a small percentage of the population is taxed to pay for the extensive 

transfer payments. Rather, the majority of income earners participate. 

Moreover, in a podcast Ep. 338 Did Sweden Succeed Because of Government? by political 

analyst Thomas Woods, we learn that Sweden in the 1950s had relatively low taxes and experienced 

high levels of economic growth. It’s only in the 1970s, after their economic development, that larger 

taxes (and thus larger transfers and subsidies) were implemented (Wood). This provides important 

insights as to why we saw economic freedom was inversely related to economic development earlier. 

The current high level of economic development in these societies is simply juxtaposed to recent 

welfare expansion. It ignores the conditions that led to this economic development before the high 

marginal tax rates. Put differently, the 2015 annual report of the index captures the ‘photo’ of economic 
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development coupled with large transfer payments. It cannot include, however, the ‘video’ of low 

taxes, economic development, and then large transfer payments. This remark then tells us it would be 

inaccurate to suggest that Haiti as it is can experience economic development with high marginal tax 

rates. However, they do give grounds to argue that after said development Haiti can have a large 

welfare state, although concerns of future growth, replica versus population homogeneity, among 

others should still linger. 

As proof, the same paper also adds that fiscal transfers hinder output growth: “there is a 

negative impact of net transfers on growth in receiving regions and small contributors, and a negative 

impact, as well, of net taxes on growth in paying regions (the big contributors)” (European Central 

Bank 2009). This helps us infer that our standard economics textbook does not lie: substantive 

redistributive policies do in fact make people less productive.  

As such, we can terminate our discussion here by summarizing our findings: large transfer 

and subsidy payments do erode personal choice and can positively correlate with high economic 

development; economic freedom can be inversely associated with economic development but the 

historical context matters; the structure of the tax system matters as well; other economic concerns 

such as growth are still relevant even after economic development. 

C. Government enterprises and investment 

We can now turn our attention to the third component, government enterprises and 

investments. The component measures the extent to which the private sector plays a role in 

directing resources, as opposed to the public sector doing so. State-owned firms operate differently 

than private firms do. They play by different rules. For example, state-owned firms do not rely on 

investors for capital or necessarily get their revenues from consumers, albeit some do. Moreover, 

they are often subject to zero or minimal competition (EFW). Thus, economic freedom decreases 



André 13 
 

as the role of the public sector increases in directing resources. Below are the tables for the first 

group. 

  Haiti Bolivia Costa Rica Dominican Rep. Ecuador El Salvador 

Government 

Enterprises and 

Investments 7.00 0.00 10.00 6.00 0.00 8.00 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Government 

Enterprises and 

Investments 7.00 10.00 7.00 6.00 6.00 7.00 

 

The economically developing countries average a score of 6.00 in this component, with a standard 

deviation of 3.5, which mirrors the large spread in the data. The t-stat is 0.29, and the scores are 

not statistically different. Bolivia and Ecuador have a score of zero, and this can be explained by 

their investment climate. According to the report 2012 Investment Climate Statement – Bolivia  

from the U.S. Department of State, “ the investment climate […] can be described as in transition 

pending full implementation of the more than 100 laws and regulations needed to bring the 

country's legal framework into agreement with the nation's new Constitution (passed in 2009)” 

(state.gov).  “The Bolivian [government’s reforms comprise]  new labor, investment, and 

commerce laws, as well as laws defining how hydrocarbon, electricity, and mining operations will 

be conducted now that the state officially owns all natural resources” (U.S. Energy Information 

Administration).  On the other hand, according to Ecuador Investment Climate 2015: 

Ecuador is open to foreign investment in most sectors, including general manufacturing, 
retail and services. However, its overall investment climate remains challenging and 
uncertain as Ecuador’s economic, commercial, and investment policies are often 
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contradictory and continue to change. While some laws and regulations have been enacted 
to spur increased domestic and foreign investment, other legal changes have reduced 
private sector participation in so-called strategic sectors, most notably extractive industries. 
The regulatory framework has specifically targeted the banking and media sectors, 
negatively affecting these industries. 
 
Private investment in Ecuador’s petroleum sector has declined in recent years, in part 
because of unfavorable contractual terms, legal uncertainties, government tax policies, 
environmental liability concerns, and lack of a consistent energy policy. High profile legal 
cases brought by and against foreign oil companies, often stemming from tax disputes, 
have dampened foreign investor interest in the sector. 
 
The Government of Ecuador faces a number of pending expropriation disputes related to 
the oil sector in international arbitration proceedings. […]The 2009 Organic Law of Public 
Enterprises regulates state-owned enterprises (SOEs). SOEs are most active in sectors 
designated as strategic under the 2008 Constitution, especially nonrenewable natural 
resources, telecommunications, and transportation. […]The Production Code softened 
some of the restrictions on the private sector introduced in the Constitution and in the 
Organic Law of Public Enterprises by allowing private investment in strategic sectors. 
However, the Production Code is secondary to the relevant sector laws of the 
strategic sectors (US State Department). 

  

Finally, the U.S. Energy Information Administration explains some of the consequences of 

Ecuador’s challenging investment climate. Government policies to increase the share of crude oil 

revenue for the state, as well as state oil production have discouraged the interests of private sector 

players such as Noble Energy, Petrobas, and Canada Grande, as well as has near-stagnated oil 

production with output being relatively close to that of the last 10 years (eia.gov). Consequently, 

these the data from the sources and index provide insights on the impact of a heavily regulated 

investment sector on economic freedom and private firms, as well as in the challenges governments 

face in directing resources. Namely, heavily regulated markets reduce economic freedom, restrain 

private players and make protected ones complacent, and stifle production. 

According to Haiti Investment Climate Statement 2015: 

Although there are challenges to the business climate, Haiti's legislation encourages foreign 
direct investment. Import and export policies are non-discriminatory and are not based 
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upon nationality. […]The [Government of Haiti (GOH)] has made some progress in recent 
years to improve the legal framework, create and strengthen core public institutions, and 
enhance economic governance. […] Political infighting and weak institutional capacity 
within the Haitian government and in the private sector, however, have reduced the impact 
of the Haitian government's initiatives and stalled much-needed efforts to modernize 
Haiti’s commercial, investment, and tax laws. 

The Haitian government allows for the privatization of public enterprises, which permits 
foreign firms to invest in the management and/or ownership of Haitian state-owned 
enterprises. The Haitian government established the Commission for the Modernization of 
Public Enterprises (CMEP) in 1996 to facilitate the privatization process by creating 
strategies to privatize Haitian state enterprises. Despite initial enthusiasm in both the public 
and private sectors for privatization, progress has been slow. To date, three Haitian state-
owned enterprises have been privatized, and two other privatizations are under 
consideration. […] 

In order to attract investment to certain industries, the Investment Code created a privileged 
status for some manufacturers. Eligible firms can benefit from customs, tax, and other 
advantages under the Code. Investments that provide added value of at least 35 percent in 
the processing of local or imported raw materials are eligible for preferential status. The 
statute allows for a 5- to 10-year income tax exemption.  

Haitian laws are transparent and theoretically universally applicable, but legal enforcement 
is not universally applied nor observed. The bureaucracy and "red tape" in the Haitian legal 
system is often excessive. 

 

As such, in regards to state-owned enterprises and investment, there’s no major statistical 

difference between the conditions in Haiti to those in Latin America. Specifically, in both Ecuador 

and Haiti, some laws and policies are set to encourage investment, but the investment climate 

remains challenging and uncertain. Expropriation, expansion of the government’s role in oil and 

other strategic sectors, and unfavorable contractual and legal conditions have caused private 

investments to shrink in Ecuador. Whereas weak legal enforcement and excessive bureaucracy and 

“red tape” arise as deterrent to investors in Haiti. Hence, some recommendations could be that 

Haiti should take steps in reforming its legal system, as well as in making procedures less 

burdensome and time-consuming.  

Below are the tables for the economically developed countries. 
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  Haiti Belgium Chile Denmark Estonia Hong Kong 

Government 

Enterprises and 

Investments 7.00 10.00 10.00 7.00 7.00 10.00 

 

  Haiti Netherlands 

New 

Zealand Singapore Sweden Switzerland 

Government 

Enterprises and 

Investments 7.00 8.00 8.00 7.00 7.00 10.00 

 

The economically developed countries average a score of 8.40, with a standard deviation of 1.43. 

The t-stat is -0.98 and is insignificant at the 10% level of significance. Chile relies heavily on the 

private sector to allocate economic resources. So we can use it as an example for Haiti. The 2013 

Investment Climate Statement – Chile from the U.S. Department of State tells us that Chile has 

made foreign direct investment (FDI) a crucial part of their national development policy. Its 

market-friendly practices have enabled foreign investors to take part in the country’s continuous 

economic growth to a great extent. The country’s business environment is simple and transparent, 

and foreign investors are subject to similar rules as Chilean citizens. In addition, current policies 

are likely to remain the same, as the advantages of foreign investment are broadly understood by 

members of the political system. As such, Chile is the first country in Latin America to join the 

Organization of Economic Cooperation and Development (OECD); has experienced 5.4% annual 

income per person growth from 1984 to 1997; and has the highest income per capita in the South 

American region today (Laroulet).  

The Chilean growth provides grounds to argue whether private or public ownership is 

better at directing resources. Earlier, we saw that the Ecuadorian and Bolivian governments had 
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difficult investment climates, and that in the past 10 years oil production in Ecuador was relatively 

the same despite efforts to increase state-oil production. In addition, the investment climate in 

Ecuador had alienated foreign investors. On the other hand, the market-friendly approach along 

with a simple and transparent investment framework Chile had taken enabled the country to have 

the highest income per capita in the region, as well as inclusion in the OECD. Though this analysis 

is not in depth, it provides insights that private players are better at directing resources than public 

ones. Consequently, Haiti can benefit in taking a similar approach to enterprise ownership and 

investment: namely, market-friendly practices, transparent and simple investment climate, and 

facilitation of foreign direct investment. These steps can help in reining in the legal enforcement 

and excessive bureaucracy and “red tape” issues we saw earlier. 

However the article, Chile’s Privatization Experience, underlies some drawbacks of the economic 

transition of the country from state-owned to privately-owned enterprises: 

Between 1975 and 1989, [the] "Chicago Boys" sold government stakes in more than 160 
corporations, 16 banks and over 3,600 agro-industrial plants, mines and real estate, not 
including the return of property expropriated during the previous government of Salvador 
Allende (Collins and Lear, 1991). 

The article also criticizes the way in which the transition was done. It claims that the “Chicago 

Boys” favored wealthy Chilean families; suppressed privatization failures and scandals; did not 

allow the free expression of the press or public discussion of policies (Collins and Lear, 1991). In 

any case, for better or worse, the following remains unequivocal: Chile has had an annual real 

growth rate of 5.5 percent during the past 15 years, and its citizens now enjoy an annual income 

per capita of $12, 000, which is the highest in the region. It is economically prosperous and 

politically stable (Sorman, 2008). In addition, OECD Economic Surveys Chile tells us that “a long 

period of strong economic growth has improved the well-being of Chileans and reduced poverty 

dramatically, [although there are large inequalities in income, wealth, and education]” (oecd.org). 
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Thus, it seems advantageous for Haiti to follow in the steps of Chile, all the while paying attention 

to its potential shortcomings.  

 

D. Top marginal tax rate 

i. Top marginal income tax rate 

The last component of the area, top marginal tax rate, analyzes tax rates and is divided into 

two subcomponents: top marginal income tax rate and top marginal income and payroll tax rate. 

The two are averaged together as top marginal tax rate. High marginal tax rates take away a big 

chunk of the individual’s salary, and so infringe upon her right and freedom to keep her earnings. 

Since the primary role of government is to protect property rights, any additional taxation above 

this protective role diminishes economic freedom. High marginal tax rates at low income 

thresholds are also suggestive of reliance on government, and equally reduce economic freedom. 

Hence, countries where marginal tax rates are low are rated higher in this component (EFW). 

Below is this information for the economically developing countries. 

  Haiti Bolivia Costa Rica Dominican Rep. Ecuador El Salvador 

Top Marginal 

Income Tax 

Rate 8.00 10.00 9.00 9.00 7.00 8.00 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Top Marginal 

Income Tax 

Rate 8.00 9.00 9.00 8.00 10.00 9.00 
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Haiti scores 8.00, while the group has an average rating of 8.80 and standard deviation of 0.92. 

The t-stat is -0.87, and the two scores are not statistically different from each other. The Selected 

Issues paper prepared by Abdel Bessaha and Elva Bova of the International Monetary Fund (IMF) 

provides us with information on personal income tax rate for most countries in our data set with 

following table:  

 

  Source: International Monetary Fund 

With a t-stat of 0.47, Haiti’s top marginal income tax rate of 30 percent is not statistically different 

from the marginal regional average income of 26.67 percent. While lower marginal tax rates make 

countries more competitive, it would be erroneous to argue that Haiti can attract the attention of 

investors by simply lowering its marginal tax rates. The U.S. State Department informs us that 

Haiti is plagued with political infighting along with weak legal enforcement and weak property 

Personal Income tax rates for (most) countries in our data set (2011) 

Costa Rica 25.00% 

Dominican Republic 25.00% 

Ecuador  35.00% 

El Salvador  30.00% 

Haiti  30.00% 

Honduras 25.00% 

Jamaica  35.00% 

Nicaragua  30.00% 

Paraguay  10.00% 

Uruguay 25.00% 

Average 26.67% 

Standard Deviation 7.07% 

T-stat 0.47 
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rights systems (U.S. State Department). People want to primarily invest in places where their 

investments are safe; that is, places with political stability and security, and where property rights 

are protected. Thus, if Haitian lawmakers want to make the country competitive in the region they 

should first address these investment risks. 

Below are the tables for the second group. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Top Marginal 

Income Tax 

Rate 8.00 2.00 7.00 3.00 9.00 10.00 

 

  Haiti Netherlands 

New 

Zealand Singapore Sweden Switzerland 

Top Marginal 

Income Tax 

Rate 8.00 3.00 7.00 10.00 2.00 9.00 

 

The group averages 6.20, with a standard deviation of 3.36. The t-stat is 0.54, and the scores are 

not statistically different. But this is only because of the large spread in the data. The website for 

the OECD provides us with information on personal income tax rates. 

Personal Income tax rates for (most) countries in our data set (2011) 

Belgium 45.32% 

Chile 40.00% 

Denmark 55.79% 

Estonia 19.68% 

Haiti 30.00% 

Netherlands 49.20% 

New Zealand 33.00% 

Sweden 56.99% 
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Switzerland 36.09% 

Average 42.01% 

Standard Deviation 12.51% 

T-stat -0.96 
      Source: Organization of Economic Coordination and Development (OECD) 

With a t-stat of -0.96, Haiti’s marginal income tax is not statistically different to that of the 

economically developed countries. Thus, Haiti has a marginal tax rate that is statistically on par 

with both the economically developing and developed countries. This tells us that the development 

challenges the country faces are not a consequence of its tax system. 

ii) Top marginal income and payroll tax 

The second subcomponent, top marginal income and payroll tax, examines marginal taxes 

employers pay on behalf of their employees. The tables below show this information for the first 

group.  

  Haiti Bolivia Costa Rica Dominican Rep. Ecuador El Salvador 

Top Marginal 

Income and 

Payroll Tax   10.00 4.00 7.00 3.00 8.00 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Top Marginal 

Income and 

Payroll Tax   8.00 5.00 8.00 7.00 7.00 

 

The index does not report a score for Haiti about this subcomponent. The average score for the 

group is 6.70, with a standard deviation of 2.11. We cannot determine statistical significance 
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because we do not have a reported score for Haiti. It emerges difficult to find data specifically on 

payroll taxes, but information on corporate income taxes is available from the same paper. 

Corporate Income tax rates for (all) countries in our data set (2011) 

Bolivia 25.00% 

Costa Rica 30.00% 

Dominican Republic 29.00% 

Ecuador  25.00% 

El Salvador  30.00% 

Haiti  30.00% 

Honduras 25.00% 

Jamaica  33.30% 

Nicaragua  30.00% 

Paraguay  10.00% 

Uruguay  25.00% 

Average 26.23% 

Standard Deviation 6.08% 

T-stat 0.62 
    Source: International Monetary Fund 

Here too, with a t-stat of 0.62, we cannot establish statistical difference between the corporate 

income tax in Haiti and that of the regional average. Thus, Haiti’s corporate income tax rate is 

statistically similar to that of its neighbors, which provides further evidence that the economic 

challenges the country faces are not a result of its tax policies. 

Below are the tables for the economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 
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Top Marginal 

Income and 

Payroll Tax    0.00 7.00 2.00 4.00 10.00 

 

  Haiti Netherlands 

New 

Zealand Singapore Sweden Switzerland 

Top Marginal 

Income and 

Payroll Tax    3.00 7.00 10.00 0.00 7.00 

 

The group averages 5.0, with a standard deviation of 3.74. The null hypothesis cannot be tested 

here, as the score for Haiti is unreported.  

Corporate Income tax rates for (most) countries in our data set (2011) 

Belgium 33.00% 

Chile 24.00% 

Denmark 22.00% 

Estonia 20.00% 

Haiti 30.00% 

Netherlands 25.00% 

New Zealand 28.00% 

Sweden 22.00% 

Switzerland 8.50% 

Average 22.81% 

Standard Deviation 7.08% 

T-stat 1.02 
      Source: Organization for Economic Coordination and Development 

We cannot establish statistical significance, as the t-stat is 1.02. Thus, Haiti’s corporate income 

tax rate of thirty percent is statistically the same as that of the economically developed countries. 

We cannot make any additional recommendations. 

 Conclusion: Area 1 
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Finally, the fourth component, top marginal tax rate, summarizes the data from the two 

subcomponents we just covered. Since it is simply an average, we will not delve into it again. On 

the other hand, the first area, size of government, summarizes all 4 components we have just 

covered. We will simply restate our findings. Below are all four tables.  

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Size of government 8.57 6.28 7.60 7.91 5.18 8.37 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Size of government 8.57 8.82 7.65 8.48 7.76 6.93 

 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Size of government 8.57 3.91 8.00 3.79 5.92 9.39 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Size of government 8.57 3.70 5.62 7.79 3.39 7.71 

 

In size of government, Haiti has a rating of 8.57, whereas the economically developing countries 

have an average of 7.50, with a standard deviation of 1.1. The economically developed countries 

have an average of 5.92, with a standard deviation of 2.18. The respective t-stats are 0.97 and 1.21 
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and are both not statistically significant. Our findings from the four components that make up the 

area indicate that, in government consumption, Haiti surfaced statistically freer than both the 

economically developing and developed countries, with a respective statistical significance at the 

11 percent and 5 percent. Haitians have a higher freedom to choose than the citizens of the 

comparing countries. However, this freedom is an outcome of weak technical capacity in tax 

collection, not an appreciation by those in office to allow Haitian citizens to choose for themselves. 

For transfers and subsidies, Haiti is equally as free as the economically developing countries, but 

statistically more so than the economically developed countries at a 5 percent level of significance. 

Thus, Haiti should maintain its policy on transfers and subsidies. For the component, government 

enterprises and investment, no statistical significance could be established. However, Haiti faced 

issues in excessive bureaucracy and “red tape”, as well as weak legal enforcement. In addition, 

Chile arose as a good model for Haiti. Its market friendly approach to investment, along with a 

simple and transparent business environment, contributed to the country achieving the highest 

regional income per-capita of $12,000. Finally for the two subcomponents, top marginal income 

tax rate and top marginal income and payroll tax rate, we either could not establish or determine 

statistical significance. Additionally, we saw that both the marginal income tax rate and marginal 

corporate income tax rate in Haiti were on par to those of the comparing countries in both groups.  

Moreover, two important remarks must be noted. We saw that a low economic freedom score 

in size of government can be correlated with high levels of economic development—thus, an 

inverse relationship between economic freedom and economic development. Therefore, it is 

worthy to note that some people might consider a large welfare state preferable, as such a system 

brings about substantial social benefits; hence, some will argue that it is not “bad” to give up some 

freedom to gain these social benefits. At the same time, we must also include that the 
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Scandinavians had their large welfare state after, not before, they became developed. Before the 

extensive welfare state, they had low taxes and experienced high levels of economic growth. It’s 

only after they became high-income countries that they adopted an extensive welfare state. In 

addition, high marginal tax rates can perhaps curb future economic development (Johan Norbeg; 

Thomas Wood). Finally, it is important to also note that countries like Switzerland also have the 

same social benefits and a high level of economic freedom in size of government. That is, that a 

high level of economic freedom can also both positively correlate with high a level of economic 

development and correlate with similar crucial social benefits. 

2. Legal System and Property Rights 

The second area of the index, the legal system and property rights, examines the most 

important role of government: protecting its residents and their justly obtained property. This area 

is also perhaps the most important in the index. The authors tell us that countries with considerable 

shortcomings in this area are unlikely to flourish even with favorable institutions in the other major 

areas (EFW).The area thus represents the foundation of economic freedom. The cornerstones of a 

legal system consistent with economic freedom are rule of law, secured property rights, 

independent and unbiased judiciary, and impartial and effective enforcement of the law. The index 

makes use of nine components which reflect how governments perform in these roles. They are 

judicial independence, impartial courts, protection of property rights, military interference in rule 

of law and politics, integrity of the legal system, legal enforcement of contracts, regulatory costs 

of the sale of real property, reliability of police, and business costs of crime. These components 

thus evaluate the degree to which the institutions and policies of a country are in harmony with 

this protective role (EFW). 



André 27 
 

A. Judicial independence 

The first component of the area, judicial independence, measures the degree to which the 

judicial system is independent from political groups, firms, and individual citizens. Below are the 

tables for this category. 

 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Judicial 

Independence 1.90 3.82 6.73 2.48 3.60 4.36 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Judicial 

Independence 1.90 3.05 5.89 2.09 1.08 7.69 

 

Haiti scores 1.90, while the economically developing countries average 4.08, with a standard 

deviation of 2.11. The t-stat is -1.03, and the scores are not statistically different. A former Haitian 

jurist, Bernard H. Gousse, depicts independence in the judicial Haitian system in the paper entitled 

L'Indépendance Judiciaire en Haïti: 

The Haitian Constitution, originally passed in the early 19th Century, was considered one 
of the most progressive in the democratic world. […] It contains the democratic principles 
of separation of power and the rule of law for all Haitian people-including the principle of 
judicial independence. However, since the constitution was originally passed, the Haitian 
justice system in practice has never followed either the letter or spirit of the Constitution 
and has never lived up to international legal or political obligations. Rather, the justice 
system has almost always been effectively subject to the administrative, budgetary and 
personal whims of an overly dominant executive. The consequences of this dependence are 
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felt throughout Haitian society. The lack of judicial independence and the inconsistent 
application of the rule of law discourage those who seek investment security, contractual 
enforcement, property protection and fundamental human rights. Despite the 
circumstances and the unfavorable environment, some judges throughout the judicial 
hierarchy should be commended for showing a great degree of courage and independence 
(Gousse, 2002). 

Thus, we gather both from the index score and the excerpt that the justice system in Haiti is not 

independent. The executive branch plays an influential role in the administration and budgetary 

means of the system. In addition, personal inclinations of the executive also affect the judicial 

branch. In turn, the dependence of the judiciary and inconsistent exercise of the rule of law have 

caused a loss of confidence in those who seek to invest and contract in the country, as they feel 

that their investments and property are not secured, and that contractual agreements are not 

enforced. In addition, fundamental human rights—essential elements to both social and economic 

freedoms—are also not secured. However, there are some ethical and respectable judges in the 

midst of an unscrupulous system. 

Moreover, jurist Gousse also offers some advice for a path towards judicial independence: 

Legal and administrative measures must be passed and enforced to create a judiciary that 
is a real branch of government, insulating the judicial career from the whims of the 
executive, establishing administrative and budgetary autonomy, strengthening judicial 
councils, and creating a substantive curriculum for the judicial academy and judicial code 
of ethics (Gousse, 2002). 

 

These measures can help in rendering the judicial system more independent, as well as in making 

the judiciary more ethical and more trained. In turn, they will put faith back in the system and 

encourage those who seek to invest and contract in the country. In addition, these steps will also 

contribute in securing human rights for Haitians.  
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Since the jurist tells us how the system can be improved and the scores were not statistically 

different, we will skip getting data on the judicial independence of the economically developing 

countries. Below are the tables for the economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Judicial 

Independence 1.90 7.78 7.02 9.19 7.78 8.87 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Judicial 

Independence 1.90 8.48 9.58 7.78 7.84 8.45 

,  

The economically developed countries average a score of 8.28, with a standard deviation of 0.78. 

With a t-stat of -8.18, the scores are statistically different at the 1% level of significance. 

Information for all the economically developed countries was difficult to find. But we could find 

information on New Zealand, the highest scoring country of the group. According to National 

Integrity System Assessment 2013 Chapter 5: Judiciary (pillar 3):  

The judiciary meets high standards of independence, integrity, and accountability. The 
judiciary provides a system of justice in accordance with the requirements of a legislative 
framework. […] 

 
The question of adequate resources in terms of salaries is linked to the ability to attract 
suitable candidates to serve on the judiciary, and there is no evidence of the lack of such 
candidates. 

 
The public has good access to judicial information, but there is insufficient 
transparency in the judicial appointment process. 

 
 The Ministry of Justice website provides statistics on the work undertaken by the 
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courts, such as number of cases, completion rates, and customer satisfaction. The statistics 
provide a form of transparency but they are related to government policy targets and may 
be characterised more in terms of compliance than transparency (transparency.org.nz) 

 
Hence, officials serving in the judiciary can improve judicial independence in Haiti by adhering to 

the principles of the Haitian Constitution and the requirements of a legislative framework. In 

addition, public access to judicial information can provide transparency in the system, and can 

help in ensuring integrity and accountability. Furthermore, judges should be well paid, as this 

attracts fitting candidates to serve. These measures are in addition to what we saw earlier in taking 

steps to insulate the judiciary from the executive. Additionally, administrative and budgetary 

freedom are also a must. Finally, judicial councils need to be strengthened, and a more substantive 

curriculum and a code of ethics are also needed. 

B. Impartial courts 

The second component of the area, impartial courts, addresses the extent to which the 

“legal framework in [a] country [is efficient and follows a clear, neutral process] for private 

businesses to settle disputes and challenge the legality of government action and/or regulations” 

(EFW). Below are the tables for the first group. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Impartial Courts 2.13 4.27 4.88 4.06 3.69 4.04 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Impartial Courts 2.13 4.23 4.10 3.24 3.02 4.90 
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Haiti scores 2.13, whereas the group averages 4.04, with standard deviation of 0.61. The t-stat is -

3.14 and so the scores are statistically significant at the 1% level of significance.  The report titled 

Haiti: Failed Justice or the Rule Of Law?  Challenges ahead for Haiti and the International 

Community provides us with some insights into the state of the courts. 

According to the Commission’s investigations, the court system in Haiti […] is burdened 
by several basic and longstanding shortfalls. The working conditions for magistrates 
[judges] at all levels are substandard, with shortages of space and basic resources such as 
computers, paper and pens, and the Commission received many complaints about the lack 
of proper training for judges. Court facilities are also deficient. Numerous court houses 
around the country were destroyed during the violence at the beginning of 2004 and others 
cannot be utilized because they are located in dangerous areas, resulting in overcrowding 
in the facilities that are functional. In this connection, information received by the 
Commission indicates that court houses and the judges themselves lack adequate security, 
particularly those judges who handle sensitive or controversial cases. The Commission has 
also identified other concerns regarding threats to the independence of the judiciary in 
Haiti, arising from such factors as the low pay received by judges, potential inadequacies 
in security of tenure, allegation of interference by the executive branch in the assignment 
of specific cases before the courts, the lack of safeguards against the appointment of judges 
for improper motives, and the absence of a proper and functioning oversight mechanism 
for the judiciary. 
 

In addition we learn that: 

[…] Many of the laws in Haiti are outdated, some having never been amended since their 
adoption in the 1800’s. While the Commission was encouraged by the Haitian 
government’s recent efforts to amend laws of particular concern to women, including those 
relating to sexual violence and divorce, it is clear that a serious and comprehensive law 
reform initiative is urgently needed to remove anachronistic laws and procedures that do 
not conform with today’s realities and modern standards of justice and human rights. In 
addition, effective access to legal assistance is unavailable to most Haitians, including in 
particular those who have been arrested or charged with crimes, as the country lacks a 
system of legal aid or public defenders. Further, the police frequently fail to execute orders 
and other decisions issued by the judiciary, which in turn has exacerbated the delays and 
other defects in the processing of cases before the criminal justice system. 

 

[Finally], the weaknesses and deficiencies outlined above have combined to create chronic 
and unacceptable delays in the processing of cases in the court system, and in many 
instances has undermined the ability of the justice system in Haiti to effectively ensure and 
protect the fundamental rights and freedoms to which Haitians are entitled, including most 
importantly the obligation to investigate, prosecute and punish serious violations of human 
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rights. In its report, the Commission has highlighted several notorious extrajudicial 
executions and other serious human rights violations that have occurred over the past 15 
years, in respect of which sufficient and effective measures to ensure accountability have 
not been taken. This in turn has given rise to a pattern of impunity in Haiti for violations 
committed by both state and non-state actors and has contributed to a general lack of 
confidence in, and indeed mistrust for, the institutions involved in the administration of 
justice among the population in Haiti. 

 
The Haitian courts face numerous difficulties which hinder their ability to administer justice or be 

impartial. Judges face shortages in the resources that they need to provide justice. Functional court 

houses are overcrowded with cases, and judges who oversee sensitive cases also lack security. 

Furthermore, we learn of further impediments which affect both the independence and impartiality 

of the courts: low pay, challenges in securing tenure, allegation of assignment of specific cases to 

the courts by the executive, appointment of judges for partisan purposes, and lack of an oversight 

mechanism. Moreover, many laws are outdated, especially those relating to sexual violence and 

divorce. There is a dearth of lawyers needed to assist those who have been criminally charged, 

while the resolutions of the judiciary are often not enforced by the police. Furthermore, some of 

the problems outlined above contribute to chronic delays in the handling of cases, which 

consequently hinder the ability of how fundamental rights and freedoms are ensured and protected, 

including serious human rights violations. In turn, this has given rise to systemic impunity for 

those in the public and private sector who commit serious rights violations, and as a result this has 

developed a mistrust to those who administer justice. 

The report also puts forth some recommendations which can help Haiti in transforming its judicial 

system: 

[1] Urgently provide the basic facilities and resources necessary for judges to properly and 
effectively perform their functions and responsibilities. [2] Make structural reforms to the 
judiciary in order to ensure that the courts are competent, independent and impartial. [3] 
Immediately address the situation of individuals in the justice system who have been 
detained for prolonged periods without having been brought before a judge or tried. [4] 
Undertake a comprehensive program of law reform, in order to up-date the country’s 
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criminal and other laws and procedures to reflect the present-day conditions in Haiti and 
modern human rights standards, including those pertaining to the rights of women. [5] End 
impunity for serious violations of human rights committed in Haiti, in the past, at present 
and in the future. 

 

This agenda certainly needs to be more in depth, but generates useful insights as to how the country 

can move towards judicial impartiality and independence. Although not extensive in depth, this is 

sufficient for our purposes. Below are the tables for the economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Impartial Courts 2.13 5.22 5.42 5.57 5.51 7.78 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Impartial Courts 2.13 7.23 7.83 7.12 6.75 7.08 

 

The economically developed countries average a score of 6.55, with a standard deviation of 1.01. 

The t-stat is -4.34 and the scores are statistically different at the 1% level of significance. We can 

compare the situation we saw in Haiti to Chile. The Global Corruption Report 2007 Corruption 

in Judicial Systems describes Chile as the following. The legal system is the civil law and 

adversarial system. There are 5 judges in the country for each 100,000 people. Judges’ salary start 

at US $52,260, while Supreme Court judges are paid US $98,616. All courts decisions can be 

appealed to the highest court in the land, but the institution in charge of disciplinary and 

administrative oversight is not independent. Not all court rulings are publicized and there is no 

code of conduct for the judges. Moreover we learn that: 
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[…]Successive waves of reform have sought to modernise the Supreme Court [and have] 
reduced the opportunities for patronage, particularly in the hiring and training of judges. 
[…] A subsequent wave began in 1995 and involved deep reform of the criminal justice 
system. As well as moving to an accusatorial system with transparent oral procedures, it 
improved the public defence service, restricted the use of pre-trial detention, introduced 
three-judge panels for major criminal cases and modernised administrative procedures. 
[However, “the hierarchical structure of evaluation and control mechanisms” in “the 
criminal justice sector” [have] “given way to a system that induces fear in lower court 
judges causes appellate court judges to prefer to remain close to the executive branch, 
which exerts a significant influence in the appointments process]. […] Bribery has 
diminished, but reforms have not been fully implemented. […] Lack of equal access to 
justice is a major problem. Those who are prepared to pay for the best lawyers or for studies 
by experts can certainly improve their chances in court. […] Extorting bribes in exchange 
for releasing suspects held in preventive detention [have taken place]. 

 

From this excerpt we can perceive why the Chilean justice system is more impartial and 

independent than that of Haiti. Judges are well paid, and transparency is present in the system. 

Policies are put in place to reduce favoritism in hiring and training of judges, as well as in 

minimizing the use of bribes. The system has been modified to prevent the use of pre-trial detention 

and to improve defense service. In addition, more judges are now available to hear criminal cases, 

and the administrative procedures have been updated. More improvement, however, is still needed. 

Concerns of lack of equal justice and some forms of bribery remain. The disciplinary and 

administrative mechanisms are also not independent. In addition, there are still issues with 

independence of the lower-court judges from the executive, as well in transparency and code of 

conduct. However, the important fact is, as the report maintains, that Chile had a lot more 

challenges before, but it was able to resolve many of them through waves of reform, and now 

enjoys a score that is not statistically different than the average of the economically developed 

countries (t-stat = -1.12). This understanding bodes well with our cause and generates optimism in 

the purpose of our task. With the recommendations we saw from the earlier report along with the 

insights on how Chile reformed its judicial system, Haitian leaders can build on that to ameliorate 



André 35 
 

their justice system as well. By all means this has to be substantially more extensive than our work 

here, but we gain general insights as to how this can be done, which is good for our purposes. 

C. Protection of property rights 

The third component of the area, protection of property rights, focuses on how “clearly 

defined and well protected by law” property rights are (EFW). Below are the tables. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Protection of 

Property Rights 2.21 4.08 5.97 4.71 4.64 4.34 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Protection of 

Property Rights 2.21 4.49 5.63 3.50 3.69 6.50 

 

Haiti averages 2.21, whereas the group averages 4.75, with a standard deviation of 0.98. As the t-

stat is -2.59, the two scores are statistically different at the 1% level of significance. In the paper 

titled Haitian Immovable Property Law Obstacle for Development by Dr. Winston W. Riddick, 

economist Hernado de Soto describes land ownership in Haiti:  

[…] In Haiti 68% of city dwellers and 97% of rural dwellers live in housing for which 
 there is no clear title to the land. Most of the dwellings were built by the inhabitants or 
 their ancestors without loans or evidence of ownership, frequently with money received 
 from the Haitian Diaspora. […] 

 The lack of clarity in land ownership has long been a barrier to private sector investment 
 in Haiti and currently discourages banks from making mortgages available. While 
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 multiple plans have been developed to address land ownership issues in Haiti, the 
 political will has been lacking to execute on these plans. While the first obvious step is to 
 salvage existing records, the reconstruction effort creates an unparalleled opportunity to 
 once and for all provide clarity on land ownership and adjudication procedures, and to 
 implement a special adjudication process with enforcement under the aegis of 
 MINUSTAH. 

Haitians face challenges in knowing the right proprietor of lands, as over two-thirds of city and 

and nearly all urban residents cannot rightfully claim title to lands. Consequently, this incoherence 

has risen as a roadblock to private investment and access to bank mortgages. The rebuilding efforts 

in the aftermath of the earthquake in 2011 provide an opportunity to clarify land ownership, as 

well as put in place a system of arbitration which can be enforced by the United Nations’ forces. 

In addition, the paper also includes initiatives which can be taken to ameliorate land ownership in 

Haiti: 

 [1] Establish a Special Land Adjudication Court in partnership with the GOH and Haiti 
 Development Authority. [2] Establish land cadastre and simplify title registration 
 procedures. [3] For dispute-free government land: (a) Immediately award and register 
 land titles to individual owners who have maintained and improved the land;  
 and, award concessions or long-term leases for commercial use in the reconstruction 
 effort and for productive improvement, including for industrial Parks and Commercial 
 Farms (to support out-grower schemes) [4] For disputed land, adjudicate claims, with a 
 focus on special fast-track procedures for new economic development zones outside of 
 Port-au-Prince. Establish clear deadlines for claims to be filed, as well as either minimum 
 fees or community involvement to discourage frivolous claims. [5] Establish strong 
 penalties for land title fraud going forward. 
 
Haitian policymakers can put these measures in place, which will then improve the state of physical 

property rights in Haiti. In turn, these initiatives will encourage private investment and initiate 

access to mortgages. 

The 2015 Investment Climate Statement - Haiti generates some insights into the Intellectual 

Property Rights of Haiti: 

Haitian law protects copyrights, patent rights, and inventions, as well as industrial designs 
and models, special manufacturers' marks, trademarks, and business names. The law 
penalizes individuals or enterprises involved in infringement, fraud, or unfair competition; 
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however, enforcement is weak. Haiti is a signatory to the Buenos Aires Convention of 
1910, the Paris Convention of 1883 regarding patents, and the Madrid Agreement 
regarding trademarks. Haiti has ratified the Bern Copyright Convention.  

 
The current draft trademark law appears to reflect the Haitian government's determination 
to revise its intellectual property legislation in line with its international agreements. As 
noted, weak enforcement mechanisms, inefficient courts, and judges' inadequate 
knowledge of commercial law may impede the effectiveness of statutory protections. 

 
Intellectual property rights are not enforced, and challenges we saw before in the inefficiencies of 

the courts and in the lack of experience of judges also arise as issues here too. However, the weak 

enforcement of intellectual property rights can be considered a positive step towards economic 

freedom. Many free-market economists do not advocate a recipe of strong intellectual property 

rights (or strong intellectual property rights enforcement) as a catalyst for economic development. 

Instead, they maintain that intellectual property rights are different to physical property rights and 

should not be treated the same. Unlike physical property, the use of intellectual property by a 

person other than the owner or originator does not exclude said owner from making use of the 

property. In addition, they also contend that there is a lot for society to gain in not treating physical 

and intellectual property rights equally. That is, there’s a utilitarian benefit as well in doing so. 

Hence, along with this reasoning, it can be seen as advantageous that Haiti has weak enforcement 

mechanisms for intellectual property rights (Holcombe). At the same time, we also note that other 

economists credibly argue that protections on intellectual property incentivize firms and 

individuals to innovate, and that without these protections firms and individuals would be very 

reluctant to do so (Holcombe). This tells us that intellectual property rights is a very complicated 

concept. Thus, we simply state the merits of either sides instead of making a recommendation. 

Below are the tables for the economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 
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Protection of 

Property Rights 2.21 7.41 6.64 7.83 6.97 8.44 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Protection of 

Property Rights 2.21 8.07 8.26 8.73 7.82 8.73 

 

The group averages 7.89, with a standard deviation of 0.71. The t-stat equals -8. The two scores 

are statistically different at the 1% level of significance. According to the Singapore Investment 

Climate Statement 2015: 

Real property interests are enforced in Singapore. Residents have access to mortgages and 
liens, with reliable recording of properties. In the 2015 World Bank’s, Doing Business 
Report, Singapore ranks number 1 in enforcing contracts, and number 24 [out of 184] in 
registering property.  

Foreigners are not allowed to purchase public housing (HDB) in Singapore. Under the 
Residential Property Act, foreigners are allowed to purchase private sector housing 
(condominiums or any unit within a building) without the need to obtain prior approval 
from the Singapore Land Authority. However, foreigners are not allowed to acquire all the 
apartments within a building or all the units in an approved condominium apartment 
without prior approval. For landed homes (houses) and vacant residential land, prior 
approval is required. There are no restrictions on foreign ownership of industrial and 
commercial real estate. In December 2011, the GOS enacted an additional effective 10 
percent tax, or Additional Buyer’s Stamp Duty (ABSD), on foreigners who purchase 
homes in Singapore. In January 2013, the GOS further raised the ABSD to 15 percent, 
however, U.S. citizens are accorded national treatment under the FTA, meaning only 
second and subsequent purchases of residential property will be subject to 7 and 18 percent 
ABSD accordingly, the same as Singaporean citizens. 

 

The Singaporean system arises as a good model for Haitian policymakers. Singapore has strong 

property rights and sound proprietorship records. People have access to mortgages and liens. In 

addition, contractual enforcement is strong and property registration is easy. Foreigners face no 
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challenges in owning industrial or commercial real estate, although in other areas there are 

additional laws that they must abide by. As both the index and quote testify, the Haitian system 

for property rights can improve a lot in building after that of Singapore. 

Here is the state of intellectual property rights in Singapore: 

In line with its FTA commitments and obligations under international treaties and 
conventions, Singapore has developed one of the stronger intellectual property rights (IPR) 
regimes in Asia, although concerns remain in certain areas such as business software 
piracy, online piracy and enforcement. Singapore has taken steps to bring its IPR laws in 
line with international standards, including amending its Trademarks Act, Patents Act, the 
Layout Designs of Integrated Circuits Act, Registered Designs Act, and new Plant 
Varieties Protection Act. In accordance with its FTA obligations, Singapore has 
implemented Article 1 through Article 6 of the Joint Recommendation concerning 
Provisions on the Protection of Well-Known Marks of 1999. 

Facing reports stating Singapore has the highest incidence of per-capita infringement in 
Asia, Parliament amended the Copyright Act in July 2014 to allow rights owners, or the 
exclusive licensees of copyrighted material, to directly apply to the high court for an 
injunction to block leading infringing websites. The changes to the law target websites, 
which clearly and blatantly infringe copyright, rather than search engines or websites based 
primarily on user-generated content, is designed to allow rights holders to more effectively 
protect online content. Music and film industry representatives remain concerned that 
Internet piracy will persist given the lack of effective enforcement against online peer-to-
peer infringement and Singapore’s expanding high-speed broadband network. The FTA 
ensures that government agencies will not grant approval to patent-violating products, but 
Singapore does allow parallel imports. Under the amended Patents Act, the patent owner 
has the right to bring an action to stop an importer of "grey market goods" from importing 
the patent owner's patented product if the product has not previously been sold or 
distributed in Singapore.  

The FTA ensures protection of test data and trade secrets submitted to the government for 
product approval purposes. Disclosure of such information is prohibited for a period of five 
years for pharmaceuticals and ten years for agricultural chemicals. Singapore has no 
specific legislation concerning trade secrets. Instead, it protects investors' commercially 
valuable proprietary information under common law by the Law of Confidence. U.S. 
industry has expressed concern that this provision is inadequate. 

 

We can deduce that Singapore has strong intellectual property rights and enforcement mechanisms, 

although there are some concerns here and there. However, we cannot really recommend that Haiti 
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follows suit here. Again, many free-market economists will argue that Haiti’s system is good as it 

is and does not need to be changed. Hence, the recommendations will stem from on which side of 

the debate one agrees with. 

D. Military interference in rule of law and politics 

The fourth component of the area, military interference in rule of law and politics, captures 

the extent to which the military is involved in politics. Below are the tables. 

  Haiti Bolivia Costa Rica Dominican Rep. Ecuador El Salvador 

Military 

Interference in 

rule of law and 

politics 0.00 5.00 10.00 5.00 2.50 4.17 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Military 

Interference in 

rule of law and 

politics 0.00 5.83 10.00 5.00 2.50 5.83 

 

Haiti scores zero, while the group averages 5.58, with a standard deviation of 2.61. The t-stat 

equals -2.14 and the scores are statistically different at the 5% level of significance. Haiti does not 

have a standing army. So it is not clear where the score stems from. According to nacla.org and 

globalsecurity.org,  
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Haiti’s military has often and violently intervened in Haiti’s political process, limiting the 
growth of important democratic institutions of governance or destroying them entirely. 
[Moreover, the citizens’ relationship] with its armed forces has been a tortured history of 
internal repression, consisting of human rights abuses and coup d’états (nacla.org). 

 After years of military interference in politics, including dozens of military coups, […] 
 Haiti disbanded its military in 1995. [However], Haiti took steps toward rebuilding its 
 military, […] In December 2011 President Martelly created a special commission to 
 consult with domestic and international communities to develop a blueprint for an 
 armed force, including possible restoration of the country’s military. At a ceremony 16 
 September 2013, Defense Minister Jean-Rodolphe Joazile greeted the first 41 recruits 
 of the new armed forces after they returned from eight months of training in Ecuador. 
 They were the  first members of a national military force that the government of President 
 Michel Martelly was intent on restoring (globalsecurity.org). 

Indeed, the military used to interfere with the rule of law and politics, especially during the 

Duvalarian era (l’ époque duvalerienne, 1957-1986). The period consisted of blatant human rights 

violations and abuses. However, since the dissolution of the army in 1995, Haiti had not had a 

military. So, perhaps the interference the index informs us is a result of political violence and 

instability which still take place, regardless of the absence of a military. Here’s how 

globalsecurity.org describes the political situation in Haiti: 

Haiti's political situation has improved in recent years, but remains fragile. The uncertainty 
that periodic vacancies in the prime minister’s position, cabinet changes, and infighting in 
Parliament created has hindered both reconstruction efforts and passage of important 
legislation. However, political violence is rare, and recent statistics suggest increasing 
capacity of law enforcement officials to deter and prosecute violent crime. 

There have been no recent cases of political groups targeting foreign projects and/or 
installations. Historically, politically motivated civil disorder, such as periodic 
demonstrations and labor strikes, sometimes interrupted normal business operations. Land 
invasions by squatters are a problem in both urban and rural areas, and requests for help to 
law enforcement authorities often go unanswered. 

Demonstrations are frequent in Port-au-Prince and other outlying areas for various reasons, 
to include dissatisfication of infrastructure and utilities to disapproval of Haitian 
government entities or UN presence. Any demonstration is capable of turning violent, and 
innocent bystanders or travelers can be caught up in a clash, rock throwing, and tire burning 
road blocks between demonstrators and the HNP. 

Violent political protests occur regularly in downtown Port-au-Prince around the National 
Palace, the Champ de Mars, and the State University campuses, along with sporadic 
incidents scattered throughout the city. These protests had been frequent, averaging 
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multiple incidents per week since mid-2009 and with 360 total in 2011. The demonstrations 
have been motivated by a wide-variety of political and social movements, ranging from 
minimum wage to school curriculum to the presence of UN forces in the country to cholera 
response and the Haitian presidential elections. They share a common trend in that 
protestors are quick to barricade streets and regularly stone the windows of passing 
motorists’ vehicles. 

Despite the absence of an active military, we see that political instability and violence are a part of 

common life. Frequent administrative changes and political infighting are both a major concern. 

Other important challenges include land invasions, violent demonstrations and political protests 

which arise as a consequence of dissatisfaction with those in office. These incidents in turn create 

disorder and impair the flow of daily life. As such, Haiti does face interference in the rule of law 

and politics. 

The organization Freedom House provides us with insights on how the military and rule of 

law coexist in the economically developing countries.  

 For some time, Latin America was identified as one of the success  stories from the wave 
 of democratic development that accompanied the waning years of the Cold War. Over the 
 span of a relatively few years, a region notable for violent insurgencies, military juntas, 
 oligarchies, and caudillo rule underwent a historic transformation that left practically 
 every country with a freely elected government and a civic environment in which an 
 array of liberties were respected. […] [The region] is almost free of insurgency, 
 elections in most countries are competitive, and the military is, with a few notable 
 exceptions, out of the business of government. [..] Equally disturbing is Hugo Chávez’s 
 integration of the military into the everyday functioning of government, a dangerous 
 move given Latin America’s history of military dictatorship. The drive by more 
 autocratically leaning presidents to thoroughly control and politicize the judiciary is 
 similarly deplorable. As recent experience demonstrates, a pliant judiciary opens the way 
 for corruption and political control of elections, the press, the economy, and civil society. 

Haitian leaders can follow the political reforms made by the economically developing countries.  

Political violence and military interference manifested as a challenge, but now liberties are more 

secured and governments are freely elected. Additionally, military interference has diminished, 

although there are some exceptions. Thus, policymakers can study the measures which were taken 
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to transform these societies and apply them in Haiti as well. Below are the tables for the 

economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Military 

Interference in 

rule of law and 

politics 0.00 10.00 7.50 10.00 8.33 8.33 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Military 

Interference in 

rule of law and 

politics 0.00 10.00 10.00 8.33 9.17 10.00 

 

The group averages 9.17, with a standard deviation of 0.96. The t-stat is -9.53, and so the scores 

are statistically different at the 1% level of significance. The following is an inside view into the 

political stability of Singapore: 

Singapore has one of the most stable governments in the world, with the People’s Action 
Party (PAP) assuming power in an election before independence and returning to power in 
every general election (the most recent in 2011) and has formed the cabinet since 1959. 
The government is generally competent in managing the country's economy and largely 
free from political corruption. On the other hand, it has been criticized for using unfair 
election tactics and violating freedom of speech, although the national elections in May 
and August 2011 were free, fair, and competitive and seen by many as the best in the 
nation’s history. 

Singapore remains relatively free from civil unrest, political instability, and credible 
terrorism threats. The government frequently cautions its citizens that while a Jema’ah 
Islamiah (JI) cell has been severely disrupted, it has not been eradicated. Over the last 
decade, JI cells have been disrupted in the midst of preparations to attack the U.S. Embassy, 
the American Club, the Singapore American School, and other locations associated with 
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the U.S. The head of JI in Singapore and Singapore’s most wanted terrorist, Mas Selamat 
Kastari, escaped from prison in early 2008 and was captured over a year later in Malaysia, 
raising fears of a possible support network existing in or near Singapore. Local press 
express concerns that home-grown, self-radicalized terrorists may become a security issue. 
Recently, the government reported that several Singaporean citizens went to Syria to join 
the Islamic State in Iraq and the Levant (ISIL). In part to counter these concerns, the 
government has continued to make use of the Internal Security Act (ISA), which grants it 
the authority to arrest and detain individuals without trial for up to two years in certain 
circumstances, against individuals suspected of potential involvement in terrorism.   
 
Singaporean officials frequently emphasize the importance of community involvement and 
preparedness as a critical element in national security, as well as the importance of the 
private sector in effectively fighting both crime and terrorism. 

Demonstrations or protests are rare even though the law allows for permits of assembly to 
be granted. The reality is that permits are generally not issued for any potential 
demonstration or gathering. There has only been one incident of violent civil unrest in the 
last 40 years. In December 2013, about 400 Bangladeshi and Indian guest workers rioted 
in Little India district after a co-worker was struck and killed by a private bus. In two hours 
of violence, rioters destroyed or damaged 25 emergency vehicles and injured 39 police 
officers. In response, Singapore deported 52 foreign workers and another 28 foreign 
workers received multiple strokes with a rattan cane and are serving multi-year jail 
sentences.  

We can infer from the index score that military interference in the rule of law and politics is low 

or relatively non-existent. In addition, the Singaporean political system is stable and largely free 

of corruption, although some social freedoms are hindered. As opposed to what we saw in Haiti, 

the city-state relatively does not experience civil unrest, political instability, or credible terrorism 

threats, albeit some concerns about terror remain. Demonstrations and protests are also rare, but 

this might partially be a consequence of restrictions on social freedoms. Officials highly 

recommend community involvement and preparedness, as well as the involvement of the private 

sector in addressing crime and terrorism. As such, Haitian leaders can also make use of these 

practices in addressing crime and violence. 

E. Integrity of the legal system 
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The fifth component of the area, the integrity of the legal system, assesses the strength and 

impartiality of the legal system, as well as popular observance of the law (EFW). Below are the 

tables for the economically developing countries. 

  Haiti Bolivia Costa Rica Dominican Rep. Ecuador El Salvador 

Integrity of the 

legal system 2.50 4.17 5.00 4.17 4.17 3.33 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Integrity of the 

legal system 2.50 2.50 4.17 5.83 3.33 4.17 

 

Haiti scores 2.50, while the group averages 4.08, with a standard deviation of 0.92. The t-stat is   -

1.73, and the scores are statistically different at the 10% level of significance.  During a panel on 

professional ethical integrity titled UC Hastings Ethical Integrity Conference: Ethical Integrity 

Challenges Facing the Judiciary around the Globe managing lawyer of Bureau des Avocats 

Internationaux (BAI), Mario Joseph, gave the following speech: 

Judicial corruption is pervasive and part of our legal culture. Bribes to police, judges and 
prosecutors are the norm in most cases in Haiti. It has become part of the legal culture. 
Allegations of corruption are not investigated or punished, so there is little incentive to not 
pay or accept bribes. Another part of the corruption is the political interference with the 
justice system. […] 

The first case is the prosecution of former dictator Jean-Claude Duvalier and his regime. 
There is no political will to prosecute this case. Haitian President Michel Martelly replaced 
the prosecutor and investigating magistrate on the case when he took office in 2011. A few 
months later, the political violence charges against Duvalier were dismissed. I represent 8 
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victims in the case.  I started receiving death threats when I denounced the judge’s arbitrary 
dismissal as politically-motivated. We appealed the case to the appellate court. Fortunately, 
after six months of evidentiary hearings and legal argument, the appellate judges reinstated 
the case. But the Martelly administration continues to obstruct justice. For example, they 
refuse to release critical documents to the court’s investigation, stalling the proceedings. 

Another example is with Judge Lamarre Belizaire. Judge Belizaire was appointed by 
President Martelly even though he was not qualified to be a judge under judicial 
rules. Belizaire did not meet Haiti’s 5-year legal experience requirement for judges.  He 
was also disbarred by the Port-au-Prince Bar Association for 10 years for his illegal pursuit 
of political dissidents, thanks to the courageous work of Me Carlos Hercule.  Judge 
Belizaire was appointed by President Martelly to handle politically sensitive cases, such as 
baseless criminal charges against human rights defenders. […] 

Lastly, there is the case of Mayor Jean-Morose Villiena. Villiena is a corrupt mayor in a 
small remote town in the south of Haiti.  Mayor Villiena ordered the murder of several 
human rights defenders in his town, and burned down 30 homes of people who opposed 
his corrupt and illegal conduct. After hearing all of the evidence from dozens of witnesses, 
the investigating magistrate recommended the Mayor and 20 of his accomplices be tried 
for murder and attempted murder. But the trial judge refused to prosecute the Mayor. Today 
the Mayor is a free man, as are most of his accomplices responsible for the crimes. 
Meanwhile the victims of his crime live in terror of another violent attack and the indignity 
that the murderers of their family members are free. 

The lack of discipline for judges is also a significant problem in Haiti. The Superior Council 
of Judicial Power (CSPJ) was established in 2012, and is charged with appointing judges, 
investigating complaints of judicial misconduct, and disciplining judges. There are some 
ethical attorneys on the CSPJ, but unfortunately it has become a politicized council. Judges 
are nominated by the Martelly administration in an irregular manner that violates ethics 
and the Constitution, often done based on political alliances, and without the consent of the 
CSPJ.  The CSPJ is used as a political tool of the Haitian government, such as by appointing 
members of the electoral council and unqualified Supreme Court justices (Joseph 2015). 

Indeed, the Haitian legal system is of very poor standards. Allegations of corruptions and human 

rights violations should be investigated, and those at fault should be punished accordingly. 

Interference and favoritism of the executive ought to be rooted out. In addition, lawyers and judges 

that handle controversial cases need adequate protection. The judiciary should be its own branch 

and should have autonomy in its administration. 

The integrity of the judiciary is not so different in Latin America, however. According to 

Access to Information and Transparency in the Judiciary by Álvaro Herrero and Gaspar López 

from the World Bank: 
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In Latin America there is an important divide between society and Justice, which, among 
other reasons, is explained by the culture of secrecy and opacity which has characterized 
the judicial branch, the population’s lack of knowledge regarding the operation of the 
administration of justice, and a marked interference from other political powers in the work 
of judges. As a result, citizens in the region’s countries have an increasing mistrust 
regarding the work of the Judiciary. According to Latinobarómetro data for 2007, only 31 
percent of the respondents in Latin America believed that in their country the Judiciary 
worked “well” or “very well”. In turn, merely 30 percent stated they trusted the Judicial 
branch “a lot” or “somewhat”, while 75 percent of the population believed there was 
unequal access to justice.   
 

[…] This is compounded by the fact that a majority of Latin American countries exhibit a 
poor performance in the corruption perception surveys that are conducted by Transparency 
International on an annual basis. In other words, the poor performance of the Judiciary is 
added to the generalized corruption problems in public administration, increasing citizens’ 
lack of trust regarding the state’s real capacity to enforce the laws and punish crime there 
is a severe deficit in the media in terms of their capacity to report what is going on in the 
judicial system. 
 
In many cases, journalists and editors lack adequate training to cover the activity of the 
courts and—an even more complex issue—to explain to society the legal issues that they 
address in an understandable and simple way. On the other hand, courts make little effort 
to communicate the cases they resolve in an appropriate manner. This stems from the 
cultural heritage of the Latin American court systems, which have historically considered 
it not appropriate to provide explanations regarding their rulings or give interviews to 
journalists. The old judicial adage “judges speak but through their sentences” is a true 
reflection of the prevailing situation. 

 
The situation is not very different in Latin America. Reforms are needed to integrate transparency 

in the system. The public should have access to judicial information, and measures must be taken 

to reduce corruption and the influence of the politically powerful in the system.  In addition, there 

must be better communication between judges, journalists, and the public. In turn, this will render 

the system more just and honest, as well as gain the trust of the citizenry. The paper also offers 

some solutions that are applicable to both Haiti and the economically developing countries:  

Transparency reform of judicial institutions may contribute, among other things, to 
generating conditions for a greater judicial independence. The open operation of justice 
systems, for example, generates an increased flow of information from the Judiciary to 
society, enabling the public to learn about its performance, become involved in the 
processes and discussions related to cases of great institutional import, and even participate 
in different ways (e.g. public hearings, consultation processes, etc.). Thus, the lifting of the 
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veil of opacity that frequently covers court activities, compounded with a greater social 
interest in the operation of the justice system generates a doubly positive effect. On the one 
hand, greater transparency and the increased flow of information eliminate the margins for 
discretionarily, corruption and arbitrariness in the behavior of the judicial system and 
interest groups. On the other hand, they result in groups of citizens concerned with the 
operation of the Judiciary, who intervene in support of its work (constituency). Thus, 
judges find in society a source of legitimacy that confers onto them greater authority to 
make decisions that can have a high institutional impact, or run against the preference of 
powerful interest groups (Herrero and López ,2010). 

 

In the pursuit of a more ethical legal system, Haiti has to take measures to introduce transparency 

in the system, and allow for greater communication between the judicial process and the public. 

These steps can help in rooting out corruption and holding those at fault accountable. In addition, 

they can also help in better relationships between the judicial branch and the citizenry. 

The paper also includes additional proposals: more crucial information available to the 

public: that is, information on the management of public funds (budgets, expenditures and 

procurement); on the appointment of judges and officials; on assets and income disclosure 

statements; on corruption cases involving public officials; on meetings held by senior officials, as 

well as access to statistics on a tribunal’s caseload because the average time to process cases and 

the rate of confirmation of its sentences make it possible to evaluate the back-up in the courts and 

the quality of their decisions (Herrero and López, 2010). Hence, public access to information is 

key to transparency and to an ethical legal system. Below are the tables that show the integrity of 

the legal system for the economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Integrity of the 

legal system 2.50 8.33 7.50 10.00 6.67 8.33 
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  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Integrity of the 

legal system 2.50 10.00 9.17 8.33 10.00 8.33 

 

The group averages 8.67, with a standard deviation of 1.12. The t-stat equals -5.48, and the scores 

are statistically different at the 1% level of significance. The report titled Money, Politics, Power: 

Corruption Risks in Europe speaks to the integrity of the legal system across Europe:  

The national assessments reveal a small group of countries leading the pack on integrity 
issues. This pocket of countries lies in Northern Europe and is made up of Denmark, 
Norway and Sweden. The integrity leaders exhibit very strong judicial systems and law 
enforcement agencies, as well as active, well-resourced and well-respected watchdog 
institutions (ombudsman, electoral management bodies and supreme audit institutions). 
They have entrenched transparency and accountability mechanisms – for example, the 
Swedish Ombudsman has existed since 1809, while its first Freedom of the Press Act (the 
first access to information law of its kind) has been in place since 1766. Denmark and 
Norway have also had such laws in place since 1970 and demonstrate a long history and 
culture of administrative transparency. The watchdog institutions such as the audit 
institutions, ombudsman institutions and electoral management bodies perform best. 
Judicial systems are also generally robust. This is perhaps not particularly surprising, given 
Europe is a region where the rule of law and electoral democracy are, with few exceptions, 
well entrenched. However, a bleaker picture emerges of the core governance institutions 
such as parliaments and governments. They are particularly weak when it comes to putting 
in place and enforcing anti-corruption safeguards, such as codes of conduct, disclosure of 
incomes, assets and interests, and post-employment restrictions to combat the revolving 
door syndrome. […] Civil society and the media are not playing an adequate role as 
independent watchdogs.  

 

A different situation surfaces in Northern Europe. Ombudsman, audit institutions, and electoral 

management bodies serve as a way to address maladministration, which in turn contribute to a 

strong judicial system and enforcement agencies. Transparency and accountability mechanisms 

further contribute to the virtue of the legal system. In addition, respect and appreciation for the 

rule of law and representative democracy further ensure a strong judicial system, although there 

http://www.transparency.org/whatwedo/publication/money_politics_and_power_corruption_risks_in_europe
http://www.transparency.org/whatwedo/publication/money_politics_and_power_corruption_risks_in_europe
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are some concerns about insufficient anti-corruption mechanisms for those in office. Nevertheless, 

this is substantially a better picture than what we saw in both Haiti and the economically 

developing countries. Haiti can thus make use of the institutions and mechanisms which secure 

integrity in the legal system of the countries in Europe. 

It is worth noting that the economically developed countries face challenges of their own: 

Public confidence in parliaments in the region is assessed as low, which may in part be 
explained by numerous scandals involving MP expenses (the UK), pension fraud 
(Norway), patronage (the Czech Republic) and various cases of conflict of interest between 
MPs and business people (Bulgaria) 

 
[However,] There are exceptions to this rule, as some parliaments emerge as relatively 
strong and have robust oversight mechanisms, through which the parliament can keep a 
check on the executive’s actions and decisions. In particular, parliaments in Germany, 
Norway, Sweden and Switzerland have the legal and practical mechanisms to provide 
strong oversight of the executive. This is primarily achieved through committee structures 
with robust investigative powers, and strong budget oversight. 

 
As in any society, corruption exists, and is perhaps impossible to completely eradicate. But the 

important fact is that it can be kept to an extreme minimum, as exemplified by the countries in this 

group. Moreover, oversight mechanisms can provide a way to investigate the actions and 

budgetary means of those with executive power, which further diminish fraud and misconduct. As 

such, Haitian lawmakers can make use of the institutions, mechanisms, and practices entrenched 

in the legal system of these societies, in addition to the recommendations we studied earlier, to 

render the legal system more honest. 

F. Legal enforcement of contracts 

The sixth component of the area, legal enforcement of contracts, addresses how contracts are 

enforced in a country. Below are the tables for the economically developing countries. 
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  Haiti Bolivia Costa Rica Dominican Rep. Ecuador El Salvador 

Legal 

Enforcement of 

contracts 3.88 3.99 3.52 4.51 4.38 3.83 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Legal 

Enforcement of 

contracts 3.88 2.86 2.76 4.92 4.19 3.85 

 

Haiti scores 3.88, and the group averages 3.88 as well, with a standard deviation of 0.69. The t-

stat equals 0, and the scores are not statistically different. The World Bank’s Doing Business 

project gives us a snapshot on contract enforcement in Haiti and the economically developing 

countries. The project captures the time and cost for resolving a commercial dispute through a 

local first-instance court. In Haiti, it takes 530 days from the time the plaintiff initiates the lawsuit 

to the time of payment. Total cost which include attorney, court, and enforcement fees arise as 

42% of the claim itself. A final third criterion which monitors the quality and efficiency of the 

commercial courts scores the Haitian court system seven out of 18 points. In Latin America and 

the Caribbean, on the other hand, it takes about 736.9 days for a lawsuit to be settled, and the costs 

on average represent 30.8% of the total claim. The report assigns the region 8.4 points out of 18 

for quality and efficiency.  

It takes considerably fewer days to settle commercial disputes in Haiti, although the costs 

on average are higher. However, the commercial courts in Haiti lack quality and are more 
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inefficient relative to those in the region. Thus, Haitian policymakers should take measures in 

reducing unnecessary court costs people incur, as well as improving the quality and efficiency of 

the commercial courts.  

For further insights, here’s how the U.S. State Department characterizes Haiti’s dispute 

settling system: 

The protection and guarantees that Haitian law extends to investors are severely 
compromised by weak enforcement mechanisms, a lack of updated laws to handle modern 
commercial practices, and a weak judicial system. Injunctive relief is based upon penal 
sanctions rather than securing desirable civil action. Similarly, contracts to comply with 
certain obligations, such as commodities futures contracts, are not enforced. Judges do not 
have specializations, and their knowledge of commercial law is limited. Utilizing Haitian 
courts to settle disputes is a lengthy process and cases can remain unresolved for many 
years. Bonds to release assets frozen through litigation are unavailable. Business litigants 
are often frustrated with the legal process and pursue out-of-court settlements (US 
Department of State). 

Hence, policymakers should take steps to strengthen enforcement mechanisms, update laws 

relating to commercial practices, and strengthen the judicial system. More training for judges that 

handle commercial cases is also required. In addition, measures must be taken to reduce the amount 

of time it takes to settle disputes. Below are the tables for the economically developed countries.  

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Legal 

Enforcement of 

contracts 3.88 5.58 5.11 5.96 5.93 6.46 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 
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Legal 

Enforcement of 

contracts 3.88 5.14 7.18 7.77 6.15 6.07 

 

The group averages 6.14, with a standard deviation of 0.84. The t-stat is -2.69, and the scores are 

statistically different at the 1% level of significance. The same report also describes the state of 

contract enforcement within the developed countries that make up the OECD. In this group, it 

takes 538.3 days for lawsuits to be settled, and the total fees arise as 21.1% of the claim. The group 

scores 11.0 out of 18 points for the quality and efficiency of its courts.  

It takes about the same number of days to settle lawsuits in Haiti as it does in the 

economically developed countries, but the court fees are twice as much in Haiti. The quality and 

efficiency of the courts in the OECD countries are also much better.  

The following explains dispute settlement in Singapore: 

Mediation cases can be handled within a short period of time. Arbitration cases involve a 
lengthier process and therefore vary considerably in the time they take to obtain an award. 
Within Singapore, arbitral awards, for cases involving domestic or international arbitration, 
are legally binding and enforceable in domestic courts. 

In addition to what we learned earlier, we see that reforming the legal process so that it is shorter 

and easier can be beneficial to business litigants, and thus improve the dispute resolution process 

in Haiti. 

G. Regulatory costs of the sale of real property 

The seventh component of the area, regulatory costs of the sale of real property, deals with 

the regulations and regulatory costs associated with the sale of real property. Below are the tables 

for the economically developing countries.  
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  Haiti Bolivia Costa Rica Dominican Rep. Ecuador El Salvador 

Regulatory 

restrictions on 

the sale of real 

property 2.67 6.74 8.52 7.82 8.64 8.17 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Regulatory 

restrictions on 

the sale of real 

property 2.67 7.71 6.20 7.26 8.51 6.45 

 

Haiti scores 2.67, while the group averages 7.60, with a standard deviation of .90. The t-stat equals 

-5.49, and the two scores are statistically different at the 1% level of significance. The manual A 

How-To Guide for the Legal Sale of Property in Haiti by Haiti Property Law Working Group 

provides insights into the sale of real property in Haiti. The manual explains the process in lengthy 

details, but it can be summarized by the table below (next page). 
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The Senior Vice President of advocacy, government affairs and general counsel of Habitat for 

Humanity International, Liz Blake, describes the legal process for proof of ownership of real 

property in Haiti as very complex, corrupt and bureaucratic. In addition, the Vice President 

conjectures that although Haiti has low labor costs and favorable tax treaties, foreign investors 

would be reluctant to contract in Haiti because it is unclear whether the land they would be building 

on is truly theirs or not. Hence, the Vice President continues, uncertainty about land tenure hinders 

Haiti’s ability to experience growth. 

 As such, lawmakers have to take steps to reduce the amount of time it takes to sell property 

(6 months to 2.5 years). They also have to address the fact that the process is complex, corrupt, 

and bureaucratic. In addition, well-defined property rights also arise as an issue and must also be 

addressed as well. Below are the tables for the economically developed countries.  

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Regulatory 

restrictions on 

the sale of real 

property 2.67 4.62 9.07 9.73 9.54 6.80 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Regulatory 

restrictions on 

the sale of real 

property 2.67 7.95 9.95 8.99 8.32 9.60 
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The group averages 8.46, with a standard deviation of 1.66. The t-stat equals -3.49, so the two 

scores are statistically different at the 1% level of significance. Doing Business data illustrate the 

time and costs required to transfer ownership of property for land and a warehouse in New Zealand. 

To transfer ownership of a property with a value of around $ 1.8 million, it takes simply two steps. 

In the first, the person has to procure a Land Information Memorandum, which takes less than a 

day to complete online, and is obtained within 10 days, with an associated costs of around $200. 

The second step is to “register title through Land Information New Zealand” which can be done 

online and takes less than a day as well. Registration take 8-12 days, and the costs are around $55 

per transfer, with an additional $1050 for the conveyancer fee. Thus, the process of transferring 

ownership of property is a lot simpler in New Zealand than in Haiti. Policymakers should then 

take measures to reduce the time length and ease the complexity of selling property in Haiti. 

H. Reliability of police 

The next component of the area, reliability of police, examines the ability of the police to 

enforce the law and ensure order in society. The tables for the economically developing countries 

are presented below.  

  Haiti Bolivia Costa Rica Dominican Rep. Ecuador El Salvador 

Reliability of 

police 3.36 4.09 6.59 2.60 4.41 4.53 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 
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Reliability of 

police 3.36 3.65 4.27 4.50 2.09 5.14 

 

Haiti scores 3.36, whereas the group averages 4.19, with a standard deviation of 1.25. With a t-stat 

of -0.66, the two scores are not statistically different from each other. The report titled Haiti: The 

Haitian National Police (Police nationale d'Haïti, PNH), including its effectiveness, reform, and 

the reliability of reports issued by the police and justices of the peace; whether there is an authority 

that handles complaints about the police (2010-May 2013) provides insights into the police 

department of Haiti.  

Approximately 10,000 officers work under the PNH. However, according to International 
Crisis Group, analysts estimate that approximately 20,000 police officers are required to 
protect Haiti's population of 10 million and to ensure that the PNH is fully operational (8 
Sept. 2011, 6). […] 

[…] Sources indicate that approximately 80 percent of PNH staff work in Port-au-Prince 
and the West department, where the capital is located. […] The PNH therefore has a limited 
presence in the country's rural areas (ibid.), and little information on police services in 
those regions is available (Associate Professor of Political Science 31 May 2013). 
[Although the] PNH is capable of responding to complaints anywhere in the country, but 
it requires assistance from United Nations police officers for transportation in the regions 
due to a lack of vehicles or fuel (Inspector 27 May 2013). […] Sources report that the PNH 
has generally recovered from the earthquake that hit Haiti in January 2010.  

[…] In its 2012 annual report, Human Rights Watch states that [HRW English version] 
"[t]he [PNH'S] weak capacity contributes to overall insecurity in Haiti" (2013). However, 
according to the Inspector, [translation] "the PNH is making significant effort-there is a 
stronger police presence in the streets, and the number of officers has increased by 
approximately 1,000 every year" (27 May 2013). According to a report from the Secretary 
General of the United Nations Stabilization Mission in Haiti, published in March 2013, the 
[UN English version] "national police has continued to improve [but] the force is not yet 
in a position to assume full responsibility for the provision of internal security throughout 
the country" (UN 8 Mar. 2013, para. 12). Districts […] where the police do not have enough 
resources to ensure the presence required to combat criminal gangs, have very high 
violence and crime rates, whereas "richer" neighborhoods in the capital are well protected 
by a strong police presence (ibid.). […] The PNH does not know how to manage serious 
security issues like criminal gangs in shantytowns with high crime rates, and the PNH is 
therefore working to develop a strategy in cooperation with MINUSTAH. 
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[…] According to the Associate Professor of Political Science, the PNH is no longer 
generally considered to be a major source of human rights violations, but there are still 
some isolated cases (31 May 2013). Members of the PNH were reportedly directly involved 
in arbitrary executions of civilians (US 19 Apr. 2013, 3, 8; UN Dec. 2011, para. 2; OPC 
Jan. 2013, 82). 

More police officers are needed to provide security in the country, and a greater distribution of law 

enforcement officials is needed in the provincial areas. The police also need adequate resources 

such as vehicles of transportation and fuel, as well as in addressing gang-related violence in 

dangerous towns. These resolutions can help the police force in assuming full responsibility and 

autonomy, instead of relying on UN forces.  

The article also mentions measures that are being taken to improve the situation:  

[…] In August 2012, the Haitian government adopted a development plan for the PNH […] 
that provides for a hiring increase in order reach 15,000 officers in 2016, a budget increase, 
and the strengthening of material resources (ibid.). [However,] a report from the Secretary 
General of MINUSTAH indicated, that the funding [and training efforts] are not sufficient 
[or inadequate] to meet the objective set out in the five-year plan. 

We see that some of the measures we talked about are in progress, including the need for more 

police officers and resources. However, challenges in making this happen arise in funding and 

training efforts. 

The report Police Reform in the Latin America - Implications for U.S. Policy illustrates the 

state of the police in Latin America and the Caribbean. The report tells us that, although security 

forces vary in structure and mission in Latin America, there is a median of 283 police per 10,000 

persons. Moreover, globalization has eased smuggling of products as well as money laundering. 

In addition, criminal activity in the areas of cyber-attacks, data theft, child pornography, and 

software piracy has increased in the region. Similarly, there exists high rates of homicide, robbery, 

and kidnapping in Latin America (Johnson, Mendelson, and Bliss, 2012). In addition, the report 
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Regional Human Development Report 2013-2014 provides additional insights into the nature of 

insecurity in Latin America.  

The Regional Human Development Report 2013-2014 summarizes insecurity in Latin America 

and the Caribbean:  

Insecurity is a problem shared by the 18 countries analyzed in this report. There are, 
however, significant variations within and between them. Latin America is the only region 
in the world where lethal violence increased between 2000 and 2010. While homicide rates 
in most regions of the world have fallen by as much as 50 percent, in Latin America they 
increased by 12 percent. In a decade, more than one million people have died in Latin 
America and the Caribbean as a result of criminal violence. Figure 1 illustrates the 
homicide trend from 2005 to 2011 in countries with a rate higher than 10 homicides per 
100,000 inhabitants. 
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In addition we learn that:  

[…] Robberies have become one of the most significant threats to citizens: one in five 
people report having suffered some type of robbery last year (LAPOP-UNDP 2012). 
[…]the percentage of people who report limiting the places of recreation they visit out of 
fear of becoming victims of crime ranges from 20.6 percent to 59.1 percent in different 
Latin American countries (HDR). 

Haiti needs more police forces to help ensure security in the country. There is a contrast of 1 police 

officer for each 10,000 residents in Haiti, as opposed to a median of 283 officers for every 10,000 

inhabitants in Latin America. Despite the difference in the number of police per capita, both Haiti 

and the comparative region face similar challenges with homicide, robbery, kidnapping, and other 

forms of criminal violence, as well as some additional ones in child pornography, data theft, cyber-

attacks, and piracy. Hence, it should not arise surprising that the scores were not statistically 

different. 

The report also offers some reform solutions that are applicable to both Haiti and other countries 

in the region.  

[…] Comprehensive policies are required, based on knowledge of local needs and carried 
out with the active involvement of communities […] [For example,] preventive 
programmes have direct effects on violence, and that, in some cases, their impact can be 
fast and cost-effective. […]  

[Thus, policy makers should] broaden the scope of these programmes and increase their 
resources, based on more rigorous evaluations in order to replicate their results (HDR). 

Preventive programs which consider local needs and get the community to be involved can help 

in reducing criminal violence. In addition, their result can be fast and cost-effective, which is 

optimistic in the midst of very challenging environments. Other solutions from those with tacit 

knowledge in security issues can also help in addressing these issues. Finally, the report also 

advises against iron-fisted policies, but towards comprehensive intervention, citizen participation, 

promoting and safeguarding human rights, increasing opportunities of human development, and 

addressing gender violence within the home and in public places (Arias et al., 2013-2014).  
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Below are the tables for the economically developed countries.  

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Reliability of 

police 3.36 7.82 8.81 8.40 7.11 8.69 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Reliability of 

police 3.36 8.38 9.14 8.60 7.80 8.70 

 

The group averages 8.35, with a standard deviation of 0.60. The t-stat equals -8.28, and two scores 

are statistically different at the 1% level of significance. The following illustrates police reliability 

in Singapore: 

Police response to crime incidents is professional and generally effective. […] Rude and 
disorderly behavior, particularly directed against women, is prohibited. Inappropriate 
behavior classified as “Outrage of Modesty,” is strictly enforced and carry severe penalties 
to include caning and imprisonment. Visitors should be knowledgeable of the severe 
penalties for narcotics trafficking, up to and including the death penalty.   
 
[…] Any report involving police harassment is handled promptly and in accordance with 
the prescribed regulations. 
 
[…] Police assistance can be readily obtained by dialing 999. Every district in Singapore 
has a dedicated neighborhood police center, and any neighborhood police center, not just 
the district where the crime took place, will accept the filing of a police report. After-the-
fact reports of crimes can be completed and submitted online.  

Despite severe laws, drugs can still be found […] Kidnappings remain rare although 
kidnapping scams – where an individual calls a family and advises them that a member of 
the family has been kidnapped and will be harmed unless a ransom is paid – are more 
common. 
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The police is a lot more reliable in Singapore than in Haiti. Crimes are addressed professionally 

and effectively. The police is readily available as each district is assisted by a police center. In 

addition, police harassment allegations are also dealt with punctually. However, laws are 

somewhat strict, which can curtail social liberties. Following the Singaporean model can help Haiti 

address issues with police availability, effectiveness, and corruption. It can also help in dealing 

with homicide, robbery, kidnapping, and political unrest. 

I. Business costs of crime 

The last component of the area, business costs of crime, reflects the extent to which 

businesses incur costs due to crimes and violence in society. Below are the tables for the 

economically developing countries.  

  Haiti Bolivia Costa Rica Dominican Rep. Ecuador El Salvador 

Business costs 

of crime 3.30 4.35 5.00 3.87 4.22 2.79 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Business costs 

of crime 3.30 2.27 1.76 5.85 4.35 4.69 

 

Haiti averages 3.30, while the group averages 3.92, with a standard deviation of 1.27. The t-stat is 

-0.49, and the two scores are not statistically different. The Strategic Brief titled The Economic 
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Costs of Violent Crime in Urban Haiti depicts the direct and indirect costs of crime in Haiti. The 

table averages the expenses households accrued as a consequence of crimes in the past 12 months. 

For example, in the case of robberies, the table shows the average cost for household to replace 

the stolen item (Kolbe, Muggah, and Puccio, 2011-2012). (Please see next page.) 
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In addition, the following three graphs show the impact of these three categories of crime on 

households’ wealth:  
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As such the article concludes and recommends the following. 

[…] It finds that for urban dwelling Haitians, the costs of crime are substantial. The average 
household in an urban area has an annual income of US$1,200.28 But a single physical or 
sexual assault on a household member costs roughly 20 per cent of the household’s annual 
income while a murder can leave households with expenses that are more than five times 
the annual average income. Lower income households are likely to cut other essential 
expenses including food and education for children in order to cope with the unanticipated 
economic costs of the incident. 

There are practical steps that can be taken to reduce the economic costs of violent crime. 
At a minimum, more attention is required to minimize the costs of funerals and in 
particular, create options for non-predatory money lending. Likewise, efforts should be 
directed to reduce police bribery which after some years of decline, has mounted once 
more. More oversight of crime is required, and police corruption must be elevated to the 
top priority of the government. The medium and long-term implications of violent crime 
on Haitian society are severe and must be squarely anticipated and prevented. Indeed, 
victimized children risk being sent away from their families following a violent incident 
and child victims of sexual assault endure trauma and prolonged medical problems (Kolbe, 
Muggah, and Puccio 2011-2012). 

 
The lack of adequate security we learned about earlier has some real social and economic 

consequences. Those consequences range from sexual and physical assaults to property 

crimes. In cases of sexual assault, this can lead to victimized children being stranded away 
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and having to live with trauma and other medical challenges. In addition to the personal 

suffering this can impose on the victims and their families, they also have to bear costs 

which can sometimes take a significant portion of, or even manifold, their income. This in 

turn imposes further challenges on families that are already struggling. Hence, more police 

officers are needed to provide security and protect people from violent crimes. In addition, 

the report recommends that more options of non-predatory lending should be available, 

and that police bribery and corruption should be addressed as well.Below are the tables for 

the economically developed countries.  

 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Business costs 

of crime 3.30 7.42 6.05 6.12 7.51 7.83 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Business costs 

of crime 3.30 7.05 7.79 8.62 6.92 7.68 

  

The group averages 7.30, with a standard deviation of 0.79. The t-stat equals -5.08, and the scores 

are statistically different at the 1% level of significance. Singapore 2015 Crime and Safety Report 

provides insights on the state of security in Singapore: 

Singapore continues to enjoy one of the lowest crime rates in the world. Crime has fallen 
in each of the past four years. 2014 had the lowest recorded crime rate in more than two 
decades. Singapore is number 5 out of 176 countries on the list of least corrupt countries 
in the world.  
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With the exception of crimes occurring in housing developments – generally between 
family members and/or neighbors – crime is generally non-confrontational and non-
violent. Criminal acts are usually crimes of opportunity (purse snatching, pickpocketing, 
or thefts of unattended property). 
 
Violent crimes are rare. If a weapon is involved, it is likely an edged weapon (knife or box 
cutter), as firearms are strictly controlled, and the punishment is severe.   
 
While organized criminal groups exist, their strength remains unclear, and it is believed 
that they focus on crimes such as prostitution, loan-sharking, and narcotics trafficking and 
rarely target foreigners. In the first half of 2014, there was a marked decline of 31.6 present 
in unlicensed moneylending cases and a 57 present decline in harassment cases with 
damage to property. 
 
Specific areas – Geylang and lower-cost government housing – suffer from more serious 
crimes (muggings, loan sharking, and illicit drug use) although not on the scale of a similar 
sized U.S. city. Geylang is also a known “red light” district, harboring prostitutes and 
reportedly enduring an increase in organized criminal gangs. Prostitution is legal, but 
various prostitution-related activities are not. This includes public solicitation, under-age 
prostitution, pimping, living on the earnings of a prostitute, and maintaining a brothel. In 
practice, the police are believed to unofficially tolerate and monitor a limited number of 
brothels. 
 
[…]“low” crime does not mean no crime, and individuals should still take common sense 
precautions to avoid being victimized. Visitors should exercise the same level of caution 
they would in any large city regarding their personal safety and security.  
 
Despite severe laws, drugs can still be found […]Kidnappings remain rare, although 
kidnapping scams – where an individual calls a family and advises them that a member of 
the family has been kidnapped and will be harmed unless a ransom is paid – are more 
common. 

Singapore experiences very low crime rates. Crimes are, with the exception of some, mostly non-

violent. In addition, crimes generally revolve around theft. The non-confrontational aspect of 

crimes might be a consequence of strict gun control laws and severe penalties. Furthermore, poor 

regions experience graver crimes, although they still revolve around theft and the use of illegal 

drugs. Hence, practices that helped to lower crime rates in Singapore can be studied in-depth to be 

applied in Haiti. 

 Conclusion: Area 2 
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Finally, the nine components that together depict the legal and property rights system are 

averaged together. The area, legal system and property rights, summarizes this data for us. Below 

are all four tables. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Legal System and 

Property Rights 2.44 4.50 6.25 4.36 4.47 4.40 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Legal System and 

Property Rights 2.44 4.07 4.98 4.69 3.64 5.47 

 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Legal System and 

Property Rights 2.44 7.13 7.01 8.09 7.26 7.95 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Legal System and 

Property Rights 2.44 8.03 8.77 8.25 7.86 8.29 

 

Haiti scores 2.44, while the economically developing countries average 4.68, with a standard 

deviation of 0.74. The economically developed countries average 7.87, with a standard deviation 

of 0.56. The respective t-stats are -3.05 and -9.63 and are both statistically significant at the 1 

percent level. Our findings indicate that the comparing countries emerge considerably freer than 

Haiti in many components. In judicial independence, Haiti faces challenges in the influential role 
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the executive branch plays in the administrative and budgetary means of the judicial branch. The 

lack of judicial independence and uneven exercise of the law have discouraged those who seek to 

invest and contract in the country. In addition, fundamental human rights and defense of property 

and investment are not secured and protected. Consequently, to address this, “legal and 

administrative measures must be passed and enforced to create a judiciary that is a real branch of 

government” (Gousse, 2002). In addition, administrative and budgetary independence, stronger 

judicial councils, a practical curriculum for the judicial academy and a code of ethics are all also 

needed. Moreover, policymakers should adhere to the Constitution and the requirements of the 

legislative. Public access to information is also a must as it promotes transparency, integrity, and 

accountability. In addition, better salaries for judges can help in finding appropriate candidates to 

serve (Gousse, 2002; transparency.org.nz). 

 Furthermore, the courts face considerable difficulties which undermine their ability to 

administer justice and be impartial. The lack of resources and security for judges addressing 

sensitive cases, overcrowded functional courts, and appointment of judges for personal gains of 

the executive are examples of some of those problems. Low pay for judges, difficulties in securing 

tenure, lack of oversight, outdated laws are among others. Finally, the lack of lawyers to defend 

those that are criminally charged as well as unenforced judicial resolutions also arise as challenges. 

These challenges in turn contribute in fundamental human rights and freedoms being undermined, 

which in turn induce impunity in the system. Measures that directly addressed these challenges 

arose as recommendations which can help in improving the system (please see component for 

more details). In addition, the Chilean model provided insights on the judicial system of the 

economically developed countries. The system is transparent, policies reduce favoritism, judges 

are well paid and enough are available to handle criminal cases, and administrative procedures 
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have been updated. However, the Chilean system still has its challenges, but it goes to show that 

improvement can happen. 

In property rights protection, Haiti faces challenges with land ownership clarity, which 

arises as a roadblock to private investment and mortgage access. Some of the resolutions that were 

put forward to address these issues include: establishing a Special Land Adjudication Court and a 

land cadaster, as well as simplifying title registration. We also learn that awarding land titles for 

those who improve it, and strong penalties for land fraud can also help in tackling these problems. 

On the other hand, intellectual property rights are largely unenforced in Haiti. But we did not put 

forward any propositions to address this, as this is a form of freedom in itself.  Finally, the 

Singaporean model offers additional insights on how property rights protection can be improved, 

as well as the benefits of said improvement (please refer to component for more details).  

Haiti has no real standing military. However, the country still experiences major cases of 

political instability and violence, which interfere with the rule of law and politics. In addition, the 

republic faces challenges in the frequent changes which occur in the political administration 

(vacancies of prime ministers and those in the cabinet), as well as with political infighting. 

Furthermore, Haiti also experiences difficulties with land invasions, violent demonstrations, and 

political protests. The comparing countries provide insights into the state of their political system, 

and we see that these difficulties can be addressed. However, the reports do not explicitly mention 

how to achieve this. 

The legal system is of very poor standards in Haiti. Charges of corruption and human rights 

violations are not investigated, and many are not punished accordingly. Additionally, interference 

and partisanship from the executive also arise as an issue here too. Moreover, we see that making 

judicial and legal information available to the public can increase transparency and accountability, 
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and integrity. We also learn that increased communication between judges, journalists, and the 

public arises as sound recommendations. Furthermore, we learn that ombudsman, audit 

institutions, and electoral management bodies can help in addressing maladministration and 

corruption. These institutions and practices coupled with respect and appreciation for the rule of 

law and representative democracy can contribute towards a strong judicial system and strong 

enforcement agencies in Haiti. 

It takes considerably fewer days to settle disputes in Haiti than it does in the region, but 

about the same in the high-income countries. However, the court fees are higher in Haiti in both 

cases. In addition, the quality and efficiency of the courts are of poorer standards in Haiti. 

Furthermore, we learn that there are additional challenges with enforcement mechanisms, 

anachronistic laws, and lack of training for judges who listen to commercial cases. Consequently, 

lawmakers have to reform the legal process so that it is shorter and easier for business litigants to 

settle disputes. 

Additionally, we learn that the process for proof of ownership of property in Haiti is 

complex, corrupt and bureaucratic. The lack of clarity in land ownership discourages foreigners 

from contracting in Haiti. Policymakers, thus, have to take steps to shorten the amount of time it 

takes to sell property, and simplify the complex system. 

In addition, more police officers are needed in Haiti, and a fairer distribution of officers is 

required in the provincial regions. The police lack the necessary resources required (cars and fuel, 

among others) to provide adequate security. In addition, we learn that preventive programs which 

integrate local needs and involve the community can help in combating criminal violence. These 

practices also have fast and cost-effective results. Finally, we learn that instead of iron-fisted 

policies, “comprehensive intervention, citizen participation, [human rights protection], [increased] 
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opportunities of human development, and increased [dialogue] on gender violence within homes 

and public places” are better ways to address security issues. Finally, we see that the police are 

more reliable, effective, and readily available in the high-income countries. Police harassment is 

also handled on a timely manner. Thus, police leaders can study these models more in-depth in the 

pursuit of addressing problems with police reliability in Haiti. 

We see that the lack of adequate security in Haiti has some real social and economic 

consequences. Sexual and physical assaults and property crimes impose serious hardships on 

Haitian families. However, in places where the police are reliable (as the example with Singapore 

demonstrates), crime rates are low, and the overwhelming majority of which is non-violent. The 

city-state also has severe penalties and strict laws on gun control so this might contribute to the 

low crime level as well. But poorer regions experience more serious crimes, although still benign 

to what we see in major US cities. Thus, studying these policies and practices in-depth can help 

leaders in finding ways to address criminal violence in Haiti.  

It is important to underscore the significance of this area to economic prosperity, and how 

closely it is related to economic freedom. Again, Haiti averages 2.44, while the first and second 

groups respectively average 4.68 and 7.87, with respective t-stats of -3.05 and -9.63, which are 

both significant at the 1 percent level. First, we note that compared to the economically developed 

nations, the developing ones do relatively poorly. However, this poor performance is very 

meaningful when compared to Haiti’s average, as the statistical significance of the scores 

communicates. We cannot ascertain that this is the sole factor in the disparity of the levels of 

economic development. However, we can safely assume that it is a contributory factor—one 

however small is very significant. This makes sense. To paraphrase the authors of the index, 

economic freedom is meaningless if the right to property is not secured (Gwartney, Lawson, and 



André 75 
 

Hall 5). That is, people are reluctant to do business in places where they know there is political 

instability and corruption (Holcombe).  

The performance of the countries in the second group further buttresses the importance of 

this area (t-stat = -9.63). This tells us clearly that the most important function of government 

(protecting people and their just earned property) is very closely linked to economic prosperity, 

and the degree to which the government fares well in this area is strongly indicative of the 

likelihood of economic development. Thus, concepts such as rule of law, equal branches of 

government, transparency, anti-corruption mechanisms, free press, individual security, political 

stability, strong protection mechanisms for property rights, and full democracy are crucial to real 

economic freedom and economic prosperity. 

Finally, in retrospect the countries in the first group do statistically better than Haiti in the 

following areas: impartial courts, protection of property rights, military interference in rule of law 

and politics, integrity of the legal system, and regulatory restrictions on the sale of real property. 

The ones in the second group in addition do statistically better in judicial independence, legal 

enforcement of contracts, reliability of police, and business costs of crime. That is, they do 

statistically better in all nine components. 

 

3. Sound Money 

The third area of the index centers on sound money. Sound money facilitates exchange and 

gains from trade. The monetarist expert and economist, Milton Friedman, noted that inflation is a 

monetary phenomenon. Inflation, Friedman argues, is caused by too much money chasing too few 

goods. High growth rates in the supply of money usher in inflation on all occasions. In addition, 

increases in the rate of inflation frequently accompany inflation volatility. Moreover, given that 
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prices carry information and help individuals plan for the future, high and volatile rates of inflation 

distort prices and carry misleading information. As such, it becomes extremely difficult for 

households and businesses to plan for the future. The underlying terms of contractual agreements 

which last over an extended period of time are significantly affected. In other words, with high 

and volatile rates of inflation money loses its functions as a store of value and as a unit of account. 

Moreover, if money cannot hold value over time and provide a common measure of the value of 

goods and services for both suppliers and demanders, such a commodity is no longer the best for 

exchange, as no one would want to use it. Thus, with high and volatile rates of inflation money 

loses its function of exchange as well.  

In addition, we know that “money derives its value from the goods and services” available 

in the economy (Davies). So when governments fund their expenditures by increasing the money 

supply they are in fact expropriating the property and violating the economic freedom of their 

citizens (EFW). Therefore, sound money can be characterized as little money growth, with low 

and non-volatile rates of inflation.   

Additionally, another important concept in this area is the freedom to own foreign bank 

accounts. When individuals in society can own foreign bank accounts or have access to more 

credible currencies economic freedom is expanded. This happens in the fact that the availability 

of alternative currencies creates competition among monies which may put a check on domestic 

monetary policy. So in this area we also analyze how difficult it is to have access to sound foreign 

bank accounts. Below is the table for the economically developing countries in this area. 

A. Money growth 
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The first component of sound money is money growth. Economist Milton Friedman noted 

that, we should only increase (or decrease) the money supply when GDP increases (or decreases), 

and proportionally so. With this rule, neither inflation nor deflation occurs. So this component 

analyzes the relationship between changes in the money supply and changes in Gross Domestic 

Product (GDP). Below are the tables for the economically developing countries. The tables show 

the difference between “the average annual growth of the money supply in the last five years [and] 

the average annual growth of real GDP in the last ten years” (EFW). 

  Haiti Bolivia Costa Rica Dominican Rep. Ecuador El Salvador 

Money Growth 7.95 7.38 9.27 9.59 8.42 9.31 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Money Growth 7.95 9.70 7.70 7.87 8.90 8.14 

 

Haiti averages 7.95, while the group averages 8.63, with a standard deviation of 0.84. The t-stat is 

-0.81, and the scores are not statistically different. The World Bank provides insights into the 

changes in the money supply and real GDP for the countries in our data set. The information is 

summarized in the table below. (For this component, the index uses the narrowest measure of 

money, Monetary Aggregate 1 (M1), the most liquid assets. However, the World Bank only 

provides information on annual growth rates for Monetary Aggregate 2 (M2), which includes all 

the assets of M1 in addition to some less liquid assets. So the table below uses M2 as a close 
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approximate. In addition, the aggregates of GDP are based in 2005 U.S. dollars. The third column 

is the difference between the first two, as the index’s methodology indicates.) 

Country 

Average Annual 

Growth Rate of M2 in 

the last five years (%) 

Average Annual 

Growth of real GDP in 

the last ten years (%) 

Difference between 

Money Growth and 

real GDP (%) 

Bolivia 17.97 5.00 12.97 

Costa Rica 8.00 4.59 3.41 

Dominican Republic 11.22 5.84 5.39 

Ecuador 15.30 4.41 10.89 

El Salvador 0.25 1.87 -1.62 

Haiti 11.09 2.12 8.96 

Honduras 10.11 3.82 6.30 

Jamaica 9.30 0.09 9.20 

Nicaragua 16.69 3.76 12.93 

Paraguay 16.56 4.97 11.59 

Uruguay 17.72 5.44 12.28 

Average 12.31 3.98 8.34 

Standard deviation 5.64 1.76 4.86 

T-stat -0.22 -1.06 0.13 

Source: World Bank, World Development Indicators (www.worldbank.org) 

The t-stat for the comparison in the relationship between money growth and real GDP in Haiti and 

the comparing countries is 0.13. The statistic is not statistically significant. We cannot draw any 

recommendations here. Below are the tables for the economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Money Growth 7.95 9.51 8.56 9.78 6.32 9.12 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 
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Money Growth 7.95 9.44 9.10 8.86 9.39 8.91 

 

The group averages 8.90, with a standard deviation of 0.97. The t-stat equals -0.97, and the two 

scores are not statistically different. Below is the same information we’ve seen earlier, but now for 

this group. (There is no reported information (NRI) for Belgium and Netherlands for the annual 

growth rates of their money supply.) 

Country 

Average Annual 

Growth Rate of M2 in 

the last five years (%) 

Average Annual 

Growth of real GDP in 

the last ten years (%) 

Difference between 

Money Growth and real 

GDP (%) 

Belgium NRI 1.25 NA 

Chile 12.28 4.06 8.22 

Denmark 1.74 0.40 1.35 

Estonia 1.95 2.70 -0.74 

Haiti 11.09 2.12 8.96 

Hong Kong 8.70 3.94 4.76 

Netherlands NRI 0.98 NA 

New Zealand 8.36 1.86 6.50 

Singapore 6.69 5.89 0.80 

Sweden 4.21 1.71 2.50 

Switzerland 7.68 2.09 5.59 

Average 6.45 2.83 3.62 

Standard deviation 3.62 1.72 3.12 

T-stat 1.28 -0.41 1.71 

 Source: World Bank, World Development Indicators (www.worldbank.org) 

This time the t-stat is statistically significant at the 10% level of significance. In other 

words, there is statistically more inflation in Haiti than in the comparing countries. As such, the 

money supply in Haiti increases too fast in relation to its GDP. Instead, the money supply should 

relatively expand (or contract) as output grows (or shrinks). In this way, Haitians and investors 
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can more soundly plan for the future, and the underlying terms of contracts will not be crucially 

affected from year to year. 

B. Standard deviation of inflation 

The second component of the area, standard deviation of inflation, “measures the standard 

deviation of the inflation rate over the last five years” (EFW). In other words, it captures inflation 

volatility. To illustrate this, the index primarily makes use of the GDP deflator, but when 

unavailable, substitutes for the Consumer Price Index (CPI). Below are the tables for the 

economically developing countries. 

  Haiti Bolivia Costa Rica Dominican Rep. Ecuador El Salvador 

Standard 

Deviation of 

Inflation 9.38 7.49 9.10 9.37 9.30 8.92 

 

  Haiti Bolivia Costa Rica Dominican Rep. Ecuador El Salvador 

Standard 

Deviation of 

Inflation 9.38 7.49 9.10 9.37 9.30 8.92 

 

Haiti averages 9.38, while the group averages 8.82, with a standard deviation of 0.64. The t-stat 

equals 0.87, and the two scores are not statistically different from each other. The table below 

shows the standard deviation of inflation over the past 5 years for the countries in this group. 

Standard deviations of inflation 

Country Standard deviation 
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Bolivia 4.58 

Costa Rica 1.63 

Dominican Republic 2.93 

Ecuador 1.95 

El Salvador 2.09 

Haiti 1.40 

Honduras 2.38 

Jamaica 1.61 

Nicaragua 2.41 

Paraguay 2.19 

Uruguay 1.90 

Average of standard deviations of 

inflation 2.28 

Standard deviation of standard 

deviations of inflation 0.88 

T-stat -1.00 

   Source: World Bank, World Development Indicators (www.worldbank.org) 

We could not establish statistical significance. But our data tell us that high rates of inflation 

increases are somewhat less frequent in Haiti than in the comparing countries. This can be 

interpreted as a good sign as “high volatile rates of inflation distort relative prices” and make it 

impractical to plan for the future (EFW). Below are the tables for the economically developed 

countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Standard 

Deviation of 

Inflation 9.38 9.85 7.86 9.44 9.22 9.29 
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  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Standard 

Deviation of 

Inflation 9.38 9.72 9.10 8.56 9.83 9.93 

  

The group averages 9.28, with a standard deviation of 0.65. The t-stat is 0.15, and the two scores 

are not statistically different from each other. The table below shows corresponding information 

for the countries in this group. 

Standard deviations of inflation 

Country Standard deviation 

Belgium 0.59 

Chile 3.17 

Denmark 1.09 

Estonia 1.51 

Haiti 1.40 

Hong Kong 1.46 

Netherlands 0.52 

New Zealand 1.49 

Singapore 0.63 

Sweden 0.23 

Switzerland 0.40 

Average standard deviation of 

inflation 1.14 

Standard deviation of standard 

deviations of inflation 0.83 

T-stat 0.32 

Source: World Bank, World Development Indicators (www.worldbank.org) 

Inflation volatility is lower in the high-income countries, but no statistical significance could be 

established. We cannot draw a conclusion. 
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C. Inflation: most recent year 

The next component of the area, inflation: most recent year, incorporates a country’s most 

recent inflation rate into our analysis of sound money. Below are the tables. 

  Haiti Bolivia Costa Rica Dominican Rep. Ecuador El Salvador 

Inflation: most 

recent year 8.83 8.86 8.96 9.03 9.45 9.84 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Inflation: most 

recent year 8.83 8.97 8.13 8.57 9.46 8.28 

 

Haiti scores 8.83, while the group averages 8.96, with a standard deviation of 0.53. The t-stat 

equals -0.24, and the two scores are not statistically different from each other. The table below 

depicts the various inflation rates countries in this group experienced in the year of 2015. The 

table, like the index’s methodology, relies on the Consumer Price Index (CPI) for its numbers. 

When CPI data is unavailable, the GDP deflator inflation rate is used. 

Inflation in most recent year (annual %) 

Country Inflation 

Bolivia 4.06 

Costa Rica 0.80 

Dominican Republic 0.84 

Ecuador 3.97 

El Salvador  -0.73 

Haiti 9.02 

Honduras 3.16 

Jamaica 3.68 
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Nicaragua 4.00 

Paraguay 3.13 

Uruguay 8.67 

Average  3.16 

Standard deviation  2.56 

T-stat 2.29 

   Source: World Bank, World Development Indicators (www.worldbank.org) 

We can establish statistical significance at the 5 percent level. Haiti experienced a substantially 

higher inflation rate than other countries in the region in 2015. We know that high inflation rates 

make it difficult to plan for the future, as they distort relative prices and negatively affect 

contractual agreements. So steps should be taken to keep the money supply aligned with output in 

Haiti. Below are the tables for the economically developed countries.  

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Inflation: most 

recent year 8.83 9.78 9.64 9.84 9.44 9.13 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Inflation: most 

recent year 8.83 9.50 9.74 9.52 9.99 9.95 

 

The group averages 9.65, with a standard deviation of 0.26. The t-stat equals -3.14 and the two 

scores are statistically different at the 1% level of significance. The table below depicts the various 

inflation rates countries in this group experienced in the year 2015.  

Inflation in most recent year (annual %) 

Country Inflation 

Belgium 0.56 
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Chile 4.35 

Denmark 0.46 

Estonia -0.46 

Haiti 9.02 

Hong Kong 3.00 

Netherlands 0.60 

New Zealand 0.23 

Singapore -0.54 

Sweden -0.05 

Switzerland -1.13 

Average 0.70 

Standard deviation  1.60 

T-stat 5.19 

   Source: World Bank, World Development Indicators (www.worldbank.org) 

The contrast is even starker in this group. The inflation rate is statistically higher in Haiti at the 

1 percent level of significance. As such, we can infer that the inflation rate is very high in Haiti. The 

same recommendation from earlier applies here as well. 

D. Freedom to own foreign currency bank accounts 

The fourth component of the area, freedom to own foreign currency banks accounts, 

measures the extent to which individuals have access to foreign bank accounts. “Alternative, more 

credible currencies” increase access to sound money, and thus expand individuals’ economic 

freedom (EFW). Below are the tables. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Freedom to own 

foreign bank 

accounts 5.00 10.00 10.00 10.00 0.00 10.00 
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  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Freedom to own 

foreign bank 

accounts 5.00 10.00 10.00 10.00 10.00 10.00 

 

Haiti averages 5.00, whereas the group averages 9.00, with a standard deviation of 3.16. The t-stat 

is -1.26, and the scores are not statistically different, which is an outcome of the large spread in 

the data. The scores are, however, substantially different. The group average is 80% greater than 

that of Haiti. The 2013 Investment Climate Statement – Haiti from the US Department 

characterizes the monetary system in Haiti: 

[…] Currently, there are two foreign banks operating in Haiti, Citibank of the United States 
and Scotia Bank of Canada. 

[…]There are no restrictions or controls on foreign payments or other fund transfer 
transactions and foreign exchange is readily available. All citizens or legal residents have 
the right to dispose of their assets. The Haitian government does not impose restrictions on 
the inflow or outflow of capital. Banks and currency exchange companies set their rates at 
the market-clearing rate. The spread between buying and selling rates is generally less than 
five percent. 

 […]Telebanking now provides access to banking services for many Haitians holding bank 
accounts for the first time. Three major banking institutions hold 83 percent of total 
banking sector assets, valued at HTG 170 billion (nearly USD 4 billion) in September 2012 
– more than one third of GDP. The three major commercial banks also hold almost three-
quarters of total loan portfolios, while 70 percent of total loans are monopolized by 10 
percent of borrowers, which increases the Haitian banking system’s vulnerability to 
systemic credit risk and restricts the availability of capital. 

 […]There are no legal limitations on foreigners' access to the domestic credit market. 
Credit is available on market terms through commercial banks. However, banks demand a 
pledge of real property to grant loans. Given the lack of effective cadastral and civil 
registries, loan applicants face daunting challenges in obtaining credit. The banking sector 
is extremely conservative in its lending practices. Banks typically lend exclusively to their 
most trusted and credit-worthy clients. In addition, the high concentration of assets does 
not allow for product innovation at major banks (US State Department). 
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There are not many foreign banks operating in Haiti. The market determines the rate banks and 

currency exchange companies use. In addition, telebanking arises as an alternative and credible 

way to provide banking services as well as bank accounts to many and for the first time. 

Furthermore, foreigners have available access to credit, although the same cannot be said for 

natives. As we saw in the area prior, Haiti faces major challenges with clear property ownership 

titles. So this lack of clarity arises as a roadblock for Haitians to get credit. As such, economic 

freedom contracts, and economic development remains limited. Hence, cadastral and civil 

registries must be available so that people can register their property, which in turn, will increase 

their access to credit. 

According to people with extensive experience in the system (parents), we learn that 

Haitians can open bank accounts in two currencies, the gourde and the dollar. There is no law 

restricting the use of other currencies, but it’s simply the way things evolved. All bank transfers 

from foreign countries are converted to its equivalent dollar amount. The account owner can then 

choose to covert this dollar equivalent into gourde to be able to use it at local markets. (Edouard). 

The article Evolving banking systems in the America and the Caribbean summarizes the 

region’s banking system. 

The banking systems of most countries in Latin America are characterised by relatively 
large shares of bank deposits and loans denominated in dollars […]. In some countries, 
such as Bolivia, Nicaragua, Paraguay, Peru and Uruguay, more than half of deposits and 
loans are denominated in dollars. In Ecuador and El Salvador, there has been a move to 
formal dollarisation. In other countries, dollarisation has resulted from a market-driven 
process of currency substitution (Bolivia, Paraguay, Peru and Uruguay). By contrast, a 
number of countries (Brazil, Chile, Colombia and Mexico) have countered dollarisation, 
either by a prohibition on most holdings of foreign currency deposits or by prudential 
constraints on such holdings. These restrictions have sometimes led to a shift of deposits 
and loans to OFCs. The financial crises in Argentina and Uruguay have made policy 
makers aware that dollarisation can add to the vulnerability of the financial system by 
increasing liquidity and solvency risks and by limiting the scope for an independent 
monetary policy. 
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[…]One of the most important consequences of the banking crises was a significant change 
in the structure of bank ownership. Fears of bank runs or of the collapse of banking systems 
led governments to intervene, either by nationalising the banks in trouble and then turning 
them over to private ownership or by encouraging domestic bank mergers or foreign 
takeovers. The entry of foreign banks was seen as a means of recapitalising weakened 
banking systems. Faced with limited growth opportunities in their home markets, banks 
from industrial countries quickly expanded their business in EMEs. This was particularly 
the case in Latin America in the years following the Mexican financial crisis of late 1994. 
Foreign direct investment in Latin America rose sharply afterwards and remained high until 
2002 (CGFS (2004)). In many countries foreign banks became the main actors in local 
financial systems. In Argentina, Chile and Peru, foreign banks now account for more than 
40% of domestic banking assets and in Mexico they account for more than 90% of such 
assets (see Graph 1.4 and Table A4). In the Caribbean, by contrast, the increase in foreign 
bank penetration has tended to be less pronounced than in Latin America. The financial 
systems of most CARICOM territories have always tended to be quite open to foreign 
penetration, particularly in the OFCs, and foreign bank ownership already equalled or 
exceeded 50% in most countries in the 1990s. 

The growing importance of foreign banks has raised crucial questions about their impact 
on local financial systems. Empirical evidence on this subject for LAC countries is limited 
(IADB (2003) and IADB (2004)). What is available suggests that exposure to global 
competition has led to an increase in financial sector competitiveness and efficiency (CGFS 
(2004) and Moreno and Villar (2005)). Generally, host countries have benefited from a 
transfer of technology that has been applied to both products and processes. In several 
countries, including Chile and Mexico, foreign banks have played an active role in the 
development of local financial markets, particularly in the areas of securities issuance and 
derivatives trading, which has enabled them to gain market share in the corporate sector. 
Foreign banks have also exerted demonstration effects on local institutions, often inducing 
them to reassess their business practices. This has resulted in better risk management, more 
competitive pricing and a more efficient allocation of credit by the financial sector as a 
whole. Of course, the beneficial role of foreign banks has varied with the degree of 
sophistication of local financial systems, with foreign banks probably playing a more useful 
role in less sophisticated markets (Levine (1996)). 

It is not entirely clear at this stage whether the greater efficiency induced by foreign banks 
has also been accompanied by a broader allocation of credit to the various sectors of the 
economy. Foreign banks have tended to enjoy lower overheads and have therefore been 
able to function with narrower intermediation margins, which may have translated into a 
better ability to extend cheaper credit to local borrowers. On the other hand, the emphasis 
of foreign banks on standardised credit evaluation models rather than on soft information 
criteria or long-term customer relationships may have altered the composition of lending 
towards sectors for which risk and return considerations can be more precisely established 
and/or managed, such as the retail and large corporate sectors (CGFS (2004)). Lending by 
foreign banks to small and medium-sized enterprises (SMEs) may have been affected to 
the extent that such firms have tended to be less transparent from an informational point of 
view (Berger et al (2001) and CGFS (2005)). From this vantage point, such behaviour 
would be indicative of shortcomings in the audit or legal infrastructure and should be of 
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equal concern to both foreign and domestic banks. One significant impact of foreign bank 
entry, however, is that the incidence of connected or related-party lending has been 
reduced. 

An important trend in EMEs has been the growing participation of foreign banks in 
domestic banking markets (Moreno and Villar (2005)). As shown on Graph 4.1, such an 
evolution has been particularly evident in Latin America, where heavy foreign investment 
in local entities has been followed by a rapid increase in local lending in local currency. 
This expansion of local lending has been a positive development for systemic stability to 
the extent that it has helped reduce currency mismatches. Greater foreign penetration has 
also contributed to improving the efficiency of financial intermediation. However, greater 
foreign participation in domestic markets has also raised questions concerning financial 
stability and supervision. 

Alternative, more credible currencies are widely available through the banks in the region. The 

government of these countries took measures in the past to privatize and promote foreign 

ownership of banks. In many cases, this change has resulted in the development of financial 

markets, although it is not clear if it played an equal role in the provision of credit. However, major 

foreign investment in the region has contributed to a large increase in local currency lending 

practices, which in turn helps diminish currency incongruities. However, greater foreign 

involvement in local markets has also raised concerns about financial stability and supervision. 

Consequently, facilitation for greater foreign participation of banks should be encouraged in Haiti 

as this can help in the development of the domestic financial market. In addition, the easing of 

foreign investment can also help in increasing access to credit, although property ownership 

challenges still remain an issue to be dealt with. 

Below are the tables for the economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Freedom to own 

foreign bank 

accounts 5.00 10.00 10.00 10.00 10.00 10.00 
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  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Freedom to own 

foreign bank 

accounts 5.00 10.00 10.00 10.00 10.00 10.00 

 

 The group averages 10, with a standard deviation of 0. The t-stat is “non-existent” because we are 

dividing by 0. The two scores are substantially different. According to the 2015 Investment Climate 

Statement – Switzerland: 

On January 15, 2015 Switzerland’s National Bank (SNB) made the remarkable and largely 
unanticipated move of abandoning the Swiss Franc’s 1.20 Euro peg, resulting in roiling 
global currency markets and sending the Swiss stock market tumbling by over 9 percent. 
In the wake of the SNB’s announcement the Swiss franc dramatically increased in value 
by over 30 percent against the Euro, before settling at a 15 percent appreciation. The Swiss 
Franc currently trades around parity with the dollar, with one Swiss Franc equaling 1.04 
USD (03/22/2015). This move not only lowers import prices in Switzerland, tamps down 
inflation, and deeply erodes Swiss export competitiveness, but also introduces a volatility 
risk into the previously stable Swiss market. 

There are currently no restrictions on converting, repatriating, or transferring funds 
associated with an investment (including remittances of capital, earnings, loan repayments, 
lease payments, royalties) into a freely usable currency and at the a legal market clearing 
rate. 

Switzerland enjoys a sophisticated banking system that provides a high degree of service 
to both foreign and domestic entities. Switzerland also has an effective regulatory system 
established to encourage and facilitate portfolio investment. Domestic and foreign bidders 
are treated equally when it comes to hostile takeovers within Switzerland. The professional 
services firm Deloitte estimates Switzerland’s banks manage around USD 2 trillion in 
investments, showing growth of 14% since 2008. The country also maintains an 
independent central bank.  

In Switzerland, foreigners are able to easily open a bank account with the exception of U.S. 
citizens, who face some discrimination as a result of ongoing tax evasion investigations 
being conducted by the U.S. Department of Justice. 

The unpegging of the Swiss franc has resulted into an appreciation of the currency. It has equally 

contributed to low import prices and lower inflation rates. However, it has also reduced 

competition in the export market and inserted volatility risk in a once stable market. There are no 
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restrictions on currency exchanges. In addition, the country has an advanced banking industry 

which adequately serves both natives and foreigners. Finally, foreigners have easy access to open 

domestic bank accounts, although we do not explicitly know if domestic entities have similar easy 

access to foreign bank accounts. However, based on the index’s rating, we can assume so. Thus, 

banks operating in Haiti should make it easier to open “saving and checking accounts in other 

currencies” for both those living abroad and at home, as well as facilitate access to open foreign 

bank accounts (EFW). 

 Conclusion: Area 3 

The area, sound money, condenses the four components we just analyzed. It provides an 

overview of “the consistency of monetary policy with long-term price stability”, and how “other 

currencies can be used via domestic and foreign bank accounts” (EFW). Below are all four tables. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Sound Money 7.79 8.43 9.33 9.50 6.79 9.52 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Sound Money 7.79 9.39 8.76 8.60 9.24 8.95 

 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Sound Money 7.79 9.78 9.02 9.77 8.74 9.38 
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  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Sound Money 7.79 9.66 9.48 9.24 9.80 9.70 

 

Haiti averages 7.79, whereas the economically developing countries average 8.85, with a standard 

deviation of 0.82. The economically developed countries average 9.46, with a standard deviation 

of 0.36. The respective t-stats are -1.30 and -4.61, and the latter score is statistically significant at 

the 1 percent level. In the first component, money growth, we see that there’s statistically more 

inflation in Haiti than in the high-income countries. As the tables attest, inflation is increasing at a 

much faster rate than GDP. Consequently, the Bank of the Republic of Haiti (the central bank) 

should maintain a monetary policy that aligns with the nation’s output. For standard deviation of 

inflation, no statistical significance could be established. However, inflation volatility is somewhat 

less frequent in Haiti than in the region, although more so when compared to the high-income 

countries. But no meaningful recommendation could be made as the scores are not statistically 

significant. Furthermore, for inflation: most recent year, there was significantly more inflation in 

the Haitian economy than in the comparing countries, as statistical significance could be 

respectively established at the 5 percent and 1 percent levels of significance. “High and volatile 

rates of inflation distort relative prices, alter the fundamental terms of long-term contracts, and 

make it [difficult] to plan for the future” (EFW). As such, so that Haitians can conveniently plan 

for the future and contract, the money supply should be kept aligned with national output. Finally, 

for freedom to own foreign currency bank accounts, there are only two foreign banks operating in 

Haiti, and the market establishes the rate banks and currency exchange companies utilize. On the 

other hand, telebanking arises as a substitute and helps in the provision of banking services and 
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bank accounts for many for the first time. Foreigners have available access to credit, but domestic 

residents face challenges with clarity of property title ownership, and as a result, do not have 

similar access to credit. In contrast, foreign banks are widely available in both the region and in 

the high-income countries. In the case of the economically developing countries, this has 

contributed in the development of financial markets. In addition, the facilitation of foreign 

participation in investment practices has also contributed to greater access to credit for natives. 

This also helps reduce currency mismatches. But this has equally raised concerns regarding 

financial stability and supervision. Furthermore, in the case of the high-income countries, the 

Swiss example demonstrated that they have an advanced and modern banking industry which 

conveniently serves both locals and foreigners. In addition, citizens and foreigners have easy 

access to both domestic and local bank accounts. Consequently, those in the Haitian banking 

industry should facilitate the process for foreign bank participation, as well as foreign involvement 

in the investment sector to help develop financial markets and provide credit. This process should 

also involve addressing cadastral and civil registry challenges. Additionally, steps should be taken 

to make it easier to open saving and checking accounts in non-local currencies for both domestic 

residents and foreigners, as well as to make it easier to open foreign bank accounts for local 

residents. 

 Because Haiti fares moderately well in this area, the importance of this area does not 

immediately surface. However, it’s worth noting that the high-income countries all do very well 

in this area (average = 9.46; t-stat = -4.31). Thus, a sound monetary system is highly positively 

correlated with high levels of economic development. This is rational because individuals need a 

reliable monetary system to be able to plan effectively for the future, especially when contracts 
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span over long periods of time. Therefore, a robust monetary system is also essential to economic 

development. 

4. Freedom to Trade Internationally 

The fourth area of the index addresses the extent to which people in society have the 

freedom to trade with others living abroad. Freedom of exchange between countries is critical for 

economic freedom in our world of increasing globalization. Freedom of exchange across political 

boundaries contributes considerably to our present-day living standards. A lot of the goods and 

services we consume in our society are either produced abroad or include resources furnished from 

abroad. In addition, voluntary trade is a positive-sum activity. That is, both countries engaged in 

trade win, and the pursuit of their own gain is the incentive for the exchange. 

Tariffs and quotas hinder the freedom to trade internationally. The former makes exchange 

more expensive, while the latter limits how much can be exchanged. There are also other barriers 

to free trade besides those two. For instance, controls on the exchange rate hampers trade across 

nations because they diminish the convertibility of currencies. In addition, the quantity of goods 

traded is reduced when the requirements for the flow of goods through customs are burdensome 

and time consuming. The requirements are sometimes the result of administrative inefficiency, 

while at others are a mechanism for dishonest officials to get money. But both examples decrease 

economic freedom (EFW). 

Hence the components in this area assess controls that affect international trade: “tariffs, 

quotas, hidden administrative restraints, and controls on exchange rates and the movement of 

capital” (EFW). Consequently, an economically free country in this area has “low tariffs, easy 
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clearance and efficient administration of customs, a freely convertible currency, and few controls 

on the movement of physical and human capital” (EFW). Below are the tables for the economically 

developing countries. 

A. Tariffs 

i. Revenue from trade taxes (%of trade sector) 

The first component of the area, tariffs, utilizes three subcomponents to assess taxes and 

duties imposed on imports and exports. The three measures are: revenues from trade taxes, mean 

tariff rate, and standard deviation of tariff rates. The first subcomponent captures the amount of 

revenues collected through taxes as a portion of the international trade sector. The second averages 

existing tariffs in a country. While the third analyzes the standard deviation of tariffs. Below are 

the tables for the first subcomponent for the economically developing countries. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Revenue from 

trade taxes (% of 

trade sector)   9.24 9.00 8.80 6.53 9.20 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Revenue from 

trade taxes (% of 

trade sector)   9.55 8.20 9.54 8.96 8.63 

 

The score for Haiti is unreported. The group averages 8.77, with a standard deviation of 0.88. The 

t-stat is indeterminable, and we cannot assess statistical difference. For this component, the index 
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uses “the amount of taxes on international trade as a share of exports and imports” (EFW). This 

information, obtained from the report Taxes on International Trade (% of revenue) by the World 

Bank, is shown in the table below. (For some countries, some of the scores are not reported (NR)). 

Taxes on international trade (% of revenue) 

Country 2008 2009 2010 2011 2012 Average Standard deviation 

Bolivia NR NR NR NR NR NA NA 

Costa Rica 5.08 4.02 6.06 7.34 7.16 5.93 1.41 

Dominican Republic 9.52 8.83 8.44 7.54 NR 8.58 0.83 

Ecuador NR NR NR NR NR NA NA 

El Salvador 4.03 4.94 6.02 5.43 5.44 5.17 0.67 

Haiti NR NR NR NR NR NA NA 

Honduras 4.57 3.37 4.10 3.85 3.97 3.97 0.39 

Jamaica 6.86 5.93 6.87 6.85 7.46 6.79 0.49 

Nicaragua 4.38 3.60 3.92 4.04 4.15 4.02 0.26 

Paraguay 7.01 5.94 7.92 7.52 6.57 6.99 0.70 

Uruguay 4.21 3.37 3.51 3.79 3.74 3.72 0.29 

Region/Group   NA NA NA NA NA 5.65 0.38 

Source: World Bank, World Development Indicators (www.worldbank.org) 

We do not know how much taxes is imposed on international trade in Haiti. So, we cannot make 

a comparison from which we can draw recommendations. However, the index’s methodology tells 

us that “countries with no specific taxes on international trade earn a perfect [rating of] 10”. 

Honduras maintains the freest rating in this group with a score of 9.55. According to the table 

about revenue from trade taxes, in the past 5 years, the Honduran government collected an average 
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revenue which represents 3.97 percent of the total trade sector, with a standard deviation of 0.39. 

Since, Honduras surfaces largely free in this component, Haiti should be free in this component as 

well if it maintains a trade-tax policy similar as that of the Hondurans. Below are the tables for the 

economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Revenue from 

trade taxes (% of 

trade sector)   9.64 9.77 9.64 9.64 9.99 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Revenue from 

trade taxes (% of 

trade sector)   9.64 8.86 10.00 9.64 9.25 

 

The group averages 9.61, with a standard deviation of 0.34. The t-stat is undeterminable because 

the score for Haiti is not reported. We cannot assess a statistical difference. The same information 

we saw earlier is provided below for the second group. (Unfortunately, data are not reported for 

many countries in this group.) 

Taxes on international trade (% of revenue) 

Country 2008 2009 2010 2011 2012 Average Standard deviation 

Belgium NR NR NR NR NR NA NA 

Chile 1.35 0.89 1.13 1.06 1.09 1.10 0.17 

Denmark NR NR NR NR NR NA NA 
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Estonia NR NR NR NR NR NA NA 

Haiti NR NR NR NR NR NA NA 

Hong Kong 0.38 0.37 NR NR NR 0.38 0.01 

Netherlands 0.02 0.03 0.04 0.02 0.03 0.02 0.01 

New Zealand 2.87 2.14 2.14 2.04 2.14 2.26 0.34 

Singapore NR NR NR NR NR NA NA 

Sweden NR NR NR NR NR NA NA 

Switzerland 1.01 1.04 10.15 9.51 9.79 6.30 4.82 

Region/Group  NA NA NA NA NA 2.42 2.33 

Source: World Bank, World Development Indicators (www.worldbank.org) 

Here too the same reasoning applies. The Netherlands arises as the freest nation (rating = 9.64) for 

which we have complete data. The Netherland government collects an average annual revenue 

which represents 0.02 percent of the trade sector, with a standard deviation of 0.01. Haiti can 

maintain a similar policy for tax imposed on international trade in order to be free in this 

component. In addition, it’s worth noting that 0.02 percent of the total revenue of the trade sector 

is approximatively 0 percent. Thus, perhaps it would be best (completely free) for Haitian 

policymakers to impose no taxes on international trade at all, as very low tariffs clearly positively 

correlate with economic development. 

ii. Mean Tariff rate 

The next subcomponent, mean tariff rate, averages all tariffs imposed on international 

trade. Below are the tables. 

http://www.worldbank.org/
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  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Mean tariff rate 9.04 7.68 8.88 8.54 7.98 8.80 
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  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Mean tariff rate 9.04 8.86 7.92 8.84 8.00 7.90 

 

Haiti averages 9.04, while the group averages 8.34, with a standard deviation of 0.48. The t-stat is 

1.44, and the scores are not statistically significant at the 10% level of significance. The report 

World Tarriff Profiles by the World Trade Organization provides us with information on tariffs in 

Haiti.  

 

29.1 percent of the agricultural goods from most favoured nations (MFN) (countries granted the 

most favourable trading terms available) being imported to Haiti are duty-free, while 70.6 percent 

of these same goods face a tariff rate between 0 to 100 percent. Final bound countries represent 

countries that do not get the most favourable trading terms available by the importing country. 

16.9 percent of their agricultural products are duty-free, but 82.2 percent of the agricultural goods 
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from these countries face a tariff rate.Moreover, we also learn about the duties non-agricultural 

products face. 47.2 percent of these goods from most favoured nation (MFN) are duty-free, but 

52.4 percent of these same goods face some sort of tariffs. For final bound countries, 3.3 percent 

of their products are duty-free, while 81.4 percent face a tariff rate. 

 

32.6 percent of the agricultural goods from most favoured nations (MFN) being imported to the 

Dominican Republic are duty-free, while 67.4 percent of these same goods face a tariff rate 

between 0 to 100 percent. 0 percent of the agricultural products from final bound countries are 

duty-free, but 100 percent of the agricultural goods from these countries face a tariff rate. In 

addition, 59.0 percent of non-agricultural goods from most favoured nation (MFN) being imported 

in the Dominican Republic are duty-free, but 41 percent of these same goods face some sort of 

tariffs. For final bound countries, 2.8 percent of their non-agricultural products are duty-free, while 

97.2 percent face a tariff rate. Thus, for agricultural products, the Dominican Republic maitains 

marginally freer policies towards most favoured nations, whereas Haiti has moderately freer 
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policies towards final bound countries. For non-agricultural products, Dominican policies are 

moderately freer than those of Haiti. For final bound countries, Haitian policies are marginally 

freer than those of the Dominican Republic. 

Below are the tables for the economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Mean tariff rate 9.04 8.90 8.80 8.90 8.90 10.00 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Mean tariff rate 9.04 8.90 9.60 9.96 8.90 8.64 

  

The group averages 9.15, with a standard deviation of 0.50. The t-stat is -0.22, and the two scores 

are not statistically different.  
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100 percent of the agricultural goods from most favoured nations (MFN) being imported to Hong 

Kong are duty-free, while 0 percent of these same goods face a tariff rate between 0 to 100 percent. 

100 percent of the agricultural products from final bound countries are duty-free, and 0 percent of 

the agricultural goods from these countries face a tariff rate. In addition, 100 percent of non-

agricultural goods from most favoured nation (MFN) being imported in Hong Kong are duty-free, 

but 0 percent of these same goods face some sort of tariffs. For final bound countries, 37.7 percent 

of their non-agricultural products are duty-free, while 0 percent face a tariff rate (this part is 

confusing; if 0 percent of non-agricultural products from final bound countries face a tariff rate of 

0, does that not mean that 100 percent (instead of 37.7 percent are duty free?). The data give solid 

and credible grounds to argue against imposing tariffs on imports. The importing sector of the 

trade industry in Hong Kong is substantially freer than both that of Haiti and that of the Dominican 

Republic. According to the index, this “freedom to trade internally […] contributes substantially 

to […] modern living standards” (Gwartney, Lawson, Hall 6). It is safe to then assume that Hong 

Kong’s duty-free policies on almost all imports are a contributory factor of the living standards of 
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Hong Kongers. As such, Haitian policymakers should take steps to repeal regulations on imports 

that most favoured and final bound counties face, as they are clearly unecessary to development. 

iii. Standard deviation of tariff rates 

The next subcomponent, standard deviation of tarriff rates, illustrates the variations in 

tarriffs rates. Contrary to a consistant tariff rate, varied tariff rates indicate greater governemnt 

control on imports and exports. So countries with greater variation in their tariff rates receive lower 

scores. Below are the tables. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Standard deviation 

of tariff rates 7.68 6.38 6.24 6.44 5.27 6.59 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Standard deviation 

of tariff rates 7.68 6.99 6.17 6.98 6.76 6.81 

 

Haiti scores 7.68, while the group averages 6.46, with a standard deviation of 0.51. The t-stat 

equals 2.38, and the two scores are statistically different at the the 2% level of significance. It is 

extremely hard to find data on this topic, so we use a reasoning process here. Haiti emerges freer 

than the regional countries. We cannot make any policy recommendations here. 

Below are the tables for the economically developed countries. 
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  Haiti Belgium Chile Denmark Estonia Hong Kong 

Standard deviation 

of tariff rates 7.68 6.22 9.83 6.22 6.22 10.00 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Standard deviation 

of tariff rates 7.68 6.22 8.97 5.08 6.22 0.00 

 

Haiti averages 7.68, while the group averages 6.50, with a standard deviation of 2.87. The t-stat is 

0.41 and the two scores are not statistically different. Here too, Haiti is already freer than the high-

income countries. Therefore, we cannot make a policy recommendation here too. 

B. Regulatory trade barriers 

i. Non-tariff trade barriers 

Finally, the component, tarriffs, summarizes what we’ve gathered from the above 

subcomponents. The second component of the area, regulatory trade barriers, analyzes regulations 

imposed on international trade. It consists of two subcomponents: non-tarriff trade barriers and 

compliance costs of importing and exporting. Non-tarriff trade barriers involve, as the name 

suggests, barriers that are different to tarriffs, but still limit or make the transit of goods through 

customs difficult and lengthy. For instance, quotas are a type of non-tarriff barriers as they limit 

how many goods can be imported. Whereas, the compliance costs of importing and exporting 
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reflect the regulatory costs incurred while transitioning goods in and out of the country. The table 

below mirrors the non-tarriff trade barriers of the economically developing countries. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Non-tariff barriers 5.01 4.42 4.78 5.16 4.66 4.52 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Non-tariff barriers 5.01 4.92 6.73 4.73 5.62 5.91 

 

Haiti scores 5.01, while the group averages a score of 5.15, with a standard deviation of 0.73. The 

t-stat is -0.19 and the two scores are not statistically significant. The paper Analysis of Non-Tariff 

Barriers of Concern to Developing Countries describes non-tarriff barriers which arise in trade 

between developing countries: 

Customs and administrative procedures: The literature on intra-developing country trade 
reports significant problems associated with cumbersome and inefficient customs and 
administrative bureaucracy. Customs procedures are generally not automated; customs 
valuation tends not to based on market prices; the customs clearance process is long and 
complex; and weak customs administration leads to border smuggling. Combined, 
inefficient procedures and excessive formalities may result in a high degree of non-official 
trade that is not reflected in South-South trade statistics (Daly et al., 2001). 
 
Other obstacles: The existing literature identifies other barriers that are not considered 
conventional NTBs [non-tariff barriers]. Geographical and infrastructural features emerge 
as sizeable barriers to trade among developing countries, particularly in landlocked 
countries (Coulibaly and Fontagne, 2003). Progress in intra-developing country trade 
depends also on improvements in property rights, good governance, and sound institutions 
(Agatiello, 2004). 

The report then gets more specific about non-tariff barriers countries in Latin America and the 

Caribbean face in exports: 
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 In the case of Latin America and the Caribbean countries, which are competitive 
agricultural exporters, sanitary and phytosanitary standards and agricultural export 
subsidies emerge as the main issues impeding market access to major OECD markets 
(ECLAC 2003, 2001, 1999). A quantitative analysis of the incidence of NTMs [non-tariff 
measures] in Latin American countries shows a growing trend in the incidence of technical 
measures (Inter-American Development Bank, 2002). Also issues relating to antidumping, 
particularly for steel, are reported to affect the larger economies of the region (Brazil, 
Mexico, Argentina, Chile) (Scandizzo). 
 

Customs and administrative procedures arise as significant barriers to trade between developing 

and underdeveloped countries. Latin America and Caribbean countries should then take steps to 

ease customs clearance by doing away with inefficient and complex administrative and customs 

procedures. As such, the process will become less complicated and less lengthy. In addition, 

automation of the system wherever possible, evaluation of goods based on market prices, and 

improving the infrastructure as much as possible can also help in facilitating trade. Moreover, we 

see some interlacing between the different areas of the index, as improvements in the realms of 

property rights protection, good governance, and robust institutions can also help in encouraging 

international trade. Finally, the developing countries should also take steps in meeting the sanitary 

standards of the developed countries, as doing so will gain them access to a very profitable OECD 

market. However, improving sanitary standards might be easier said than done. Perhaps easy 

access to (and comprehensive) literature describing how to do so can help in tackling this issue. In 

addition, the report provides a challenge to our earlier conclusion about eliminating tariffs 

altogether:  

Para-tariff measures: Where intra-regional tariffs have been lowered or eliminated as a 
result of regional co-operation, RTAs [regional trade arrangements] among developing 
countries witness an upsurge of import surcharges and other additional charges. This seems 
to reflect the problem of fiscal dependence of DC [developing countries] and LDCs [least 
developed countries] on imports and their need to erect new charges to compensate for the 
loss of tariff revenue. This type of NTB is particularly prevalent among smaller DCs and 
LDCs (Daly et al., 2001). […] 
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It appears as though reducing or removing tariff rates brings about new ones in an attempt to 

maintain past revenues from trade. This trend is especially pronounced in small and least 

developing countries like Haiti. This tells us that addressing tariff measures that impede trade 

might be an undertaking where constant repeal of tariff measures are needed. Perhaps, a better 

understanding of the benefits of eliminating tariffs by the authorities in the international sector can 

also help in dealing with new tariff charges. Moreover, perhaps finding ways to compensate for 

the loss of revenue arise as a more practical solution. Below are the tables for the economically 

developed countries. 

 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Non-tariff barriers 5.01 6.12 6.28 5.90 6.38 7.52 

 
 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Non-tariff barriers 5.01 6.36 7.43 7.48 5.93 5.07 

  
The group averages 6.45, with a standard deviation of 0.8. The t-stat equals -1.8, and the two scores 

are statistically different at the 10% level of significance. The report Looking Beyond Tariffs: The 

Role of Non-Tariff Barriers in World Trade by OECD Trade Policy Studies offers some insights 

into the type of non-tariff barriers economically developed countries face via three tables. The first 

table identifies the most frequent categories of non-tariff barrier businesses face, while the two 

others delve into the types of non-tariff barrier developed countries face. Below is the first table.  
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 The surveys that report technical measures and customs rules and procedures rank these barriers 

very high. Internal taxes or charges and competition related restrictions, when reported, make the 

top five. Also, restrictions for services in general rank high as well. Tables 3 and 4 analyzes the 

most important barriers. The two other tables reported below refer to the technical measures and 
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customs rules and procedures developed countries face. 
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There appears to be some differences and overlaps in the non-tariff trade barriers developed 

countries face versus those faced by developing countries. We see similarities in the customs rules 
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and procedures and internal tariffs imposed in developed and developing countries; however, the 

sanitary, infrastructural, and good governance problems do not arise as non-tariff barriers for the 

high-income countries; instead, they distinctly face barriers with technical measures and market-

access restrictions towards competitive firms. More specifically, we see that the developed 

countries face similar barriers with too much documentation, lengthy customs process and slow 

clearance, lack of predictability, lack of automation, and lack of information on regulations, and 

issues with the valuation of goods. However, they also face issues with “additional costs to render 

products or services compatible with national specifications” such as “unusual testing, certification 

or approval procedures”, “problems relating to [local] content and design requirements”, and 

others such as “labeling, quality assurance, and quarantine issues” (OECD Trade Policy Studies). 

As such, we conclude that steps to facilitate customs procedures to make the system less lengthy 

and less complex and to ease customs clearance can help in improving the trade freedom of both 

developing and developed countries. In addition, we infer that sanitary, infrastructural, and good 

governance barriers can be effectively addressed in the developing countries, as the high-income 

countries themselves demonstrate this in the fact that they do not experience these issues. Further 

inquiry on how they managed to do so can serve as helpul insigths. Finally, as developing countries 

such as Haiti develop they should be wary of non-tariff barriers such as technical measures 

(unusual testing, labeling) and restrictions to market-access for competitive firms. Indeed, we also 

have to acknowledge that some of these regulations are legitimate (quality assurance, quarantine 

issues) and that some are even by-products of international trade agreements over which individual 

countries have little say over. However, we can settle on the fact that regulations should remain 

necessary and minimal, as the report itself concludes that non tariff-barriers hinder businesses 

access to international trade.  
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ii. Compliance costs of importing and exporting 

The second subcomponent, compliance costs of importing and exporting, completes our 

analysis on the regulatory aspect of trade barrriers. It depicts “the time (i.e., non-money) cost of 

procedures to import a full 20-foot container of dry goods that contains no hazardous or military 

equipments” (EFW). Below are the tables for the first group. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Compliance costs 

of importing and 

exporting 6.19 6.57 8.12 8.87 7.07 8.45 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Compliance costs 

of importing and 

exporting 6.19 8.16 7.43 7.16 5.86 8.03 

 

Haiti scores 6.19, while the group averages 7.57, with a standard deviation of 0.92. The t-stat 

equals -1.49, and the scores are not statistically different. The 2016 Doing Business report by the 

World Bank tracks the time and cost associated with the procedures of importing and exporting 

goods. When exporting goods from Haiti, it takes 28 hours to follow border compliance rules, as 

well as an additional 22 hours for documentary compliance rules. When importing goods, 

however, it takes 83 hours to observe border compliance regulations and an additional 28 hours 

for documentary compliance regulations. As such, exporting statutes amount to a total of 50 hours, 

while importing rules represent 111 hours. On the other hand, when exporting goods from the 

Latin American and Caribbean region, on average, it takes 63.5 hours to get through border 
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compliance guidelines and 55.7 hours for documentary compliance guidelines. Whereas when 

importing goods it takes on average 65.5 hours for border compliance requirements and 83.4 hours 

for documentary compliance requirements. Thus, exporting rules amount to 119.2 hours, while 

importing rules take 148.9 hours. As such, it takes considerably fewer hours to export and import 

to Haiti than it does to the regional countries. Haiti then fairs better than the comparing countries. 

The report also informs us about the Haitian economy’s distance to its “frontier” (determined with 

the average of the best scores across all economies) and “helps assess the absolute level of 

regulatory performance over time” (Doing Business). A score of 0 signifies the lowest possible 

performance, whereas one of 100 symbolizes that the economy is at the “frontier”. Haiti has a 

percentage score of 76.69, which implies that the country’s performance is 23.31 percentage points 

away from the performances of the countries with the easiest trade regulations in this area. As 

such, although it takes less time to import and export in Haiti compared to regional standards, there 

is still room for improvement to be as competitive as possible. Below are the tables for the 

economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Compliance costs 

of importing and 

exporting 6.19 8.91 8.16 9.35 9.35 9.35 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Compliance costs 

of importing and 

exporting 6.19 9.20 8.76 9.41 9.04 8.99 

 



André 115 
 

The group averages 9.05, with a standard deviation of 0.38. The t-stat is -7.45, and the scores are 

statistically different at the 1% level of significance. When exporting from the OECD high income 

countries, it takes 12.4 hours to observe border compliance rules and 2.6 hours for documentary 

compliance rules. On the other hand, when importing it takes 9.0 hours to follow border 

compliance guidelines and 4.0 hours for documentary compliance guidelines. This totals to 15 

hours for rules concerning exporting and 13 hours for those regarding importing. Consequently, it 

takes substantially fewer hours to export and import to the OECD countries, which as a result 

should facilitate their international trade. As such, those who oversee Haitian international trade 

should take steps to simplify border and document compliance requirements. The component 

regulatory trade barriers summarizes the two recent subcomponents. 

C. Black market exchange rate 

The next component, black-market exchange rates, captures the discrepancy between the 

official and parallel (black) market exchange rates. Below are the tables for the economically 

developing countries. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Black-market 

exchange rate 10.00 10.00 10.00 10.00 10.00 10.00 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Black-market 

exchange rate 10.00 10.00 10.00 10.00 10.00 10.00 
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Haiti and the group average 10.0. The standard deviation for the group is zero. The t-stat is non-

existent, as this requires us to divide by 0. The report Haiti Investment Climate Statement 2015 by 

the U.S. State Department describes conversion and transfer policies relating to foreign exchange 

in Haiti: 

All citizens and residents have the right to dispose of their assets. Banks and currency 
exchange companies set their rates at the market-clearing rate. The spread between buying 
and selling rates is generally less than five percent. The Haitian Central Bank (BRH) 
publishes a daily reference rate, which is a weighted average of exchange rates offered in 
the formal and informal exchange markets. The exchange rate for the Haitian gourde 
(HTG) is determined by the market. The Haitian gourde is fully convertible for commercial 
and capital transactions. […]  

 
As the index score and report testify, there are no differences between the official and black market 

exchange rates. The market determines the rates charged by Haitian banks and currency exchange 

companies, and the gourde is fully convertible.   

The Uruguayan foreign exchange system provides similar insights: 
 

Uruguay maintains a long tradition of not restricting the purchase of foreign currency or 
the remittance of profits abroad. Free purchases of foreign currency and remittances were 
preserved even during the severe 2002 banking and financial crisis.  
 
Uruguay does not engage in currency manipulation to gain competitive advantage. Since 
2002, the peso has floated freely, albeit with intervention from the Central Bank aimed at 
reducing the volatility of the price of the dollar. Foreign exchange can be freely obtained 
at market rates and there is no black market for currency exchange. The U.S. Embassy uses 
the official rate when purchasing local currency. 

 
We see that Uruguayans turn to the market to determine their exchange rates. Foreign currency 

purchase is not restricted, and foreign exchange can be procured at the market rate without 

interference. Consequently, both the Haitian and Uruguayan systems are nearly identical. Thus, no 

recommendations are needed since the Haitian exchange rate already arises free. Below are the 

tables for the economically developed countries. 
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  Haiti Belgium Chile Denmark Estonia Hong Kong 

Black-market 

exchange rate 10.00 10.00 10.00 10.00 10.00 10.00 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Black-market 

exchange rate 10.00 10.00 10.00 10.00 10.00 10.00 

 

This group also averages 10.0, with a standard deviation of zero. The t-stat is non-existent. The 

report Denmark Investment Climate Statement 2015 provides us with insights on the conversion 

and transfer policies relating to foreign exchange in Denmark. 

There are no restrictions on converting or transferring funds associated with an investment 
into or out of Denmark. […] 
 
Denmark has not adopted the Euro currency. The country meets the EU's economic 
convergence criteria for membership and can join if it wishes to do so. […] The Danish 
political reservation concerning Euro participation can only be abolished by national 
referendum, and Danish voters have twice (in 1992 and 2000) voted it down. […] 
 
Denmark conducts a fixed exchange rate policy with the Danish Krone linked closely to 
the Euro within the framework of ERM II. The Danish Krone (DKK; plural: Kroner, in 
English, “the Crown”) has a fluctuation band of +/- 2.25 percent of the central rate of DKK 
746.038 per 100 Euro. As of April 2015, the Danish Government had not yet decided 
whether Denmark will join a European Banking Union; this issue remains a topic of 
political debate. 

 
The conversion and transfer of funds associated with investments are not restricted. However, the 

country maintains a fixed exchange rate policy. Consequently, as Haiti already has a perfect score 

in this area, no recommendations are needed. 

D. Controls of the movement of capital and people 
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i. Foreign ownership/ investment restrictions 

The next component of the area, controls of the movement of capital and people, captures 

how difficult it is for capital and people to go in and out of country borders. It comprises three 

subcomponents: foreign ownership/investment restrictions, capital controls, freedom of foreigners 

to visit. The first subcomponent illustrates how easy it is for foreigners to invest and own capital. 

The second reflects measures taken by a country’s regulatory body to restrict the flow of foreign 

capital in and out of the country; capital controls include levies and restrictive legislation on assets. 

The final one depicts how easy it for visitors to come to a country. Below are the tables of the first 

group for the first component, foreign ownership/investment restrictions. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Foreign 

ownership/investment 

restrictions 3.75 4.25 6.81 6.22 4.66 4.78 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Foreign 

ownership/investment 

restrictions 3.75 5.33 5.92 5.42 5.68 7.14 

 

Haiti scores 3.75, while the economically developing countries average 5.62, with a standard 

deviation of 0.93. The t-stat is -2.01, and the scores are statistically different at the 5% level of 

significance. The index uses the following World Economic Forum’s Global Competitiveness 

Report question to depict foreign ownership prevalence in a country: “How prevalent is foreign 

ownership of companies in your country? 1 = Very rare, 7 = Highly prevalent”. Below is the report. 
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Haiti surfaces as a country where the prevalence of foreign ownership of companies is very rare 
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(137th out 140 countries). Although the countries in this group are scattered across various ranks 

of the report, Uruguay (the freest country in the group) emerges as the twelfth country with the 

highest prevalence of foreign companies. The next two reports regarding the regulatory 

environment on capital flows in each country help us gain insights in the forces that determine 

such discrepancy in the presence of foreign companies between both countries. The report Haiti 

Investment Climate Statement 2015 tells us that: 

Although there are challenges to the business climate, Haiti's legislation encourages foreign 
direct investment. Import and export policies are non-discriminatory and are not based 
upon nationality. […]The Government of Haiti (GOH) has made some progress in recent 
years to improve the legal framework, create and strengthen core public institutions, and 
enhance economic governance. […] 
 
Haiti has made several commitments to the World Trade Organization (WTO) in relation 
to the financial services sector. These commitments include permitting foreign investment 
in financial services, such as retail, commercial, and investment banking, and consulting. 
Currently, there are two foreign banks operating in Haiti: Citibank of the United States and 
Scotia Bank of Canada.  
 
Haitian law is deficient in a number of areas, including operation of the judicial system; 
publication of laws, regulations, and official notices; establishment of companies; land 
tenure and real property law and procedures; bank and credit operations; insurance and 
pension regulation; accounting standards; civil status documentation; customs law and 
administration; international trade and investment promotion; foreign investment 
regulations; and regulation of market concentration and competition. Although these 
deficiencies hinder business activities, they are not specifically aimed at foreign firms and 
appear to have an equally negative effect on foreign and local companies. 
 
[…] Despite the challenges, the pro-business agenda of the current administration have led 
to increased interest in Haiti from foreign investors. For example, a new USD 45 million, 
175-room Marriott hotel in Port-au-Prince was inaugurated in February 2015. […] Coca 
Cola, through their local partner Brasserie La Couronne, is expanding capacity to meet 
increasing demand for their product. La Couronne, which bottles Coca Cola locally, is in 
the process of upgrading their machinery, and recently received their manufacturing 
standard certificate. 
 
A large increase in FDI in 2006 occurred due to cellular phone company Digicel’s 
investment in the telecommunications sector. FDI inflows were very limited in 2008 and 
2009, but have risen substantially since 2011, with new investments in the construction, 
transportation, manufacturing, and hotel industries. Total FDI inflows were USD 119 
million in 2011 and USD 156 million in 2012. They fell FDI USD 118 million in 2013 and 
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then rose to USD 144 million in 2014. The IMF foresees a decline of FDI inflows in 2015 
to USD 114 million. FDI inflows were mostly driven by investment in telecommunications 
and tourism; however, analysts project that mining could also see significant FDI inflows 
in the near future. 
 
Although there have been improvements in several sectors, Haiti remains less competitive 
compared to the rest of the region. Overall costs to start a new business in Haiti remain 
high, and access to credit and mechanisms for investor protection are insufficient. The 
current administration continues to promote Haiti as being open for business, but officials 
recognize the need for coordinated efforts from both the government and the private sector 
to make it easier and cheaper for investors to do business in the country. 

 
Rules on imports and exports are the same for citizens and foreigners, and the government has 

made progress in improving the legal structure and good governance. In addition, the country has 

facilitated foreign investment in various financial sectors. Therefore, these measures should help 

in enabling capital inflows in the country. However, Haitian law is lacking in the foreign 

investment sectors; thus, inquiries on how other countries have updated their laws would be 

beneficial. Furthermore, foreign direct investment (FDI) inflows have been on the rise for some 

time. This is partly an outcome of the pro-business agenda of the last administration, and thus tells 

us that even minimal reforms can contribute in increased capital inflows. However, there are still 

substantial reforms needed in reducing the costs to start a business, improving access to credit, and 

ameliorating instruments for investor protection.  

According to Uruguay Investment Climate Statement 2015:  

Investors may choose between arbitration and the judicial system to settle disputes. […] 
The Judiciary is transparent and remains independent of the executive branch. […]  

 
Aside from a few limited sectors involving national security and limited legal government 
monopolies in which foreign investment is not permitted, there is neither de jure nor de 
facto discrimination toward investment by source or origin, with national and foreign 
investors treated equally. In general, the GOU does not require specific authorization for 
firms to set up operations, import and export, make deposits and banking transactions in 
any particular currency, or obtain credit. Screening mechanisms do not apply to foreign or 
national investments, and special government authorization is not needed for access to 
capital markets or to foreign exchange. 
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[…] Uruguay´s traditionally low inflow of Foreign Direct Investment (FDI) surged in the 
last decade with a seven-fold growth from about USD 0.4 billion in 2003 to USD 2.8 billion 
in 2013. Except for a drop in 2008, FDI has not been hit by the global economic and 
financial crisis. In 2005-2013, Uruguay ranked second in South America after Chile in its 
FDI to GDP ratio, but has a level two-and-a-half times that of neighboring Brazil or 
Argentina.  
 
In recent years, Uruguay has received unusually large-scale investments. In 2005-06, the 
Finnish firm UPM (ex-Botnia) made Uruguay’s largest-ever foreign investment with the 
construction of a USD 1.2 billion pulp mill. In 2011-14, Finnish-Swedish-Chilean Montes 
del Plata invested an even larger projected sum –USD 1.9 billion in plant and USD 0.7 
billion in land– in another pulp mill project. U.S. investment in Uruguay has risen to an 
annual average of USD 77 million in 2009-2013 from an annual average of USD 58 million 
in 2004-2008. About 130 U.S. firms operate in Uruguay and directly employ over 15 
thousand workers. Major firms include Weyerhaeuser (forestry), Conrad Hotels (tourism 
and gambling), Sabre (call center), McDonald’s (restaurants) and Pepsi (syrups) 

 
Alternative methods of resolution complement the judicial system role in settling disputes; this 

should mean that disputes can be settled quickly and cheaply. The transparency and independence 

of the judiciary likely bolster investors’ confidence in the system and are likely to positively 

contribute to capital inflows, as investors can be assured about effectively settling disputes. Just 

like in Haiti foreign direct investment (FDI) is opened to both citizens and foreigners, although 

there are some restrictions in key industries like defense. Furthermore, the lax regulatory structure 

on FDI tells us that it is very easy for investors to pursue commercial interests in the country. This 

soft regulatory touch is rewarded in the fact that Uruguay’s once traditionally low inflow of FDI 

has grown seven times over in the past decade.   

Consequently, Haitian lawmakers should work to update the laws on foreign investments 

and improve laws on investor protection. Reform is needed in reducing the costs of starting a 

business and gaining access to credit. In addition, facilitating the use of alternative methods of 

resolution can help in settling disputes quickly and cheaply. However, Haitian policymakers have 

much work to do concerning the transparency and independence of their legal system, as we see 

that an autonomous judicial system is positively correlated with strong investor confidence. 
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Finally, the pro-business agenda of the past administration should be encouraged, as we see that 

the soft regulatory touch of the Uruguay system has contributed to a substantial increase in FDI. 

Below are the tables for the second group. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Foreign 

ownership/investment 

restrictions 3.75 6.74 7.31 6.72 7.54 8.59 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Foreign 

ownership/investment 

restrictions 3.75 7.38 6.89 8.73 6.80 6.70 

 

The group averages 7.34 with a standard deviation of 0.76. The t-stat equals -4.73, and the two 

scores are statistically different at the 1% level of significance. Singapore (the highest scoring 

country in the group) arises as the third country with the highest prevalence of ownership of foreign 

companies (according to our table from earlier). Their approach on FDI inflows helps us 

understand why. According to the Singapore Investment Climate Statements 2015 & 2016: 

Foreign investments, combined with investments through government-linked corporations 
(GLCs), underpin Singapore's open, heavily trade-dependent economy. With the exception 
of some restrictions in the financial services, professional services, and media sectors, 
Singapore maintains a predominantly open investment regime, with strong government 
commitment to maintaining a free market and active management of Singapore's economic 
development. Companies in Singapore cite transparency and lack of corruption, business 
friendly laws and regulations, tax structure, customs facilitation, and well-developed 
infrastructure as leading attractive features of Singapore’s business and investment climate. 
The World Bank's, Doing Business 2016 report ranked Singapore as the easiest country in 
which to do business. The Global Competitiveness Report 2015-2016 by the World 
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Economic Forum ranked Singapore as the second-most competitive economy globally. 
Singapore typically ranks as the least corrupt country in Asia and one of the least corrupt 
in the world, and actively enforces its robust anti-corruption laws. The U.S.-Singapore Free 
Trade Agreement (FTA), which came into force January 1, 2004, expanded U.S. market 
access in goods, services, investment, and government procurement, enhanced intellectual 
property protection, and provided for cooperation in promoting labor rights and the 
environment. The government actively uses the public sector resources it controls as both 
an investor and catalyst for development. 

Highlights: 

• The U.S. direct investment position in Singapore in 2014 reached USD 179.8 billion, 
primarily in non-bank holding companies, manufacturing (especially computers and 
electronic products), and finance and insurance – an increase of 12.5 percent from the 
previous year. 

• Singapore's extensive arbitration and mediation centers and commercial court have 
contributed to its development as an international hub for dispute resolution, and a desired 
base for international law firms and MNC corporate counsel. The Singapore International 
Commercial Court (SICC) heard its first case in May 2015, marking a milestone in 
Singapore’s quest to become a leading arbitration center. […] 

Singapore's legal framework and public policies are generally favorable toward foreign 
investors. Foreign investors are not required to enter into joint ventures or cede management 
control to local interests, and local and foreign investors are subject to the same basic laws. 
Apart from regulatory requirements in some sectors (reference Limits on National Treatment 
and Other Restrictions), the government screens investment proposals only to determine 
eligibility for various incentive regimes (reference Annex). Singapore places no restrictions on 
reinvestment or repatriation of earnings or capital. The judicial system upholds the sanctity of 
contracts, and decisions are effectively enforced. 

Exceptions to Singapore's general openness to foreign investment exist in telecommunications, 
broadcasting, the domestic news media, financial services, legal, and other professional 
services, and property ownership. Under Singapore law, Articles of Incorporation may include 
shareholding limits that restrict ownership in corporations by foreign persons. 

Singapore is largely open to FDIs, although some restrictions exist in some economic sectors. In 

addition, the government’s stern anti-corruption approach, its transparency, trouble-free trade 

policies, and overall business-friendly environment have contributed in earning the country a 

global pro-business reputation. Furthermore, the country’s large-scale use of arbitration and 

mediation methods of dispute resolution has contributed in its development in enabling residents 

to rapidly settle disputes. In turn, this approach has helped in attracting large investments for the 

country, which buttress the Singaporean economy. Consequently, we can recommend that Haiti 
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takes the following approaches: open investment system with only necessary regulations, strong 

anti-corruption stance in laws and in practice, transparent government, facile trade, great use of 

alternative methods of dispute resolution, and overall business friendly approach (e.g., low taxes).  

ii. Capital controls 

The next subcomponent, capital controls, examines the international controls on capital in 

a country. Below are the tables for the first group. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Capital controls 9.23 4.62 7.69 3.85 3.08 4.62 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Capital controls 9.23 2.31 0.00 5.38 4.62 7.69 

 

Haiti averages 9.23, while the group scores 4.38, with a standard deviation of 2.32. The t-stat is 

2.09, and the scores are statistically different at the 5% level of significance. Information on 

international capital controls is scare. The Haiti Investment Climate Statement report provides us 

with a close alternative: 

The scale of financial services remains modest in Haiti. In principle, there are no limitations 
on foreigners' access to the Haitian credit market and credit is available through 
commercial banks. The free and efficient flow of capital is hindered by the difficulties in 
obtaining financing and by Haitian accounting practices, which often fall below 
international standards. While there are no restrictions on foreign investment through 
mergers or acquisitions, there is no Haitian stock market, so there is no way for investors 
to purchase shares in a company outside of direct transactions.  
 
The standards that govern the Haitian legal, regulatory, and accounting systems often fall 
below international norms. Haitian laws do not require external audits of domestic 
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companies. Local firms calculate taxes, obtain credit or insurance, prepare for regulatory 
review, and assess real profit and loss. Accountants use basic accounting standards set by 
the Organization of Certified Professional Accountants in Haiti (OCPAH). 
 
[…] Nonetheless, most private banks follow international accounting norms and use 
consolidated reporting. BRH is generally viewed as one of the best-functioning GOH 
institutions. 

 
Although there are no regulations in regards to foreigners acquiring credit, capital flows are 

hindered because of the difficulty to secure financing and because of sub-standard accounting 

practices. Authorities in the relevant sectors should then take steps to facilitate access to financing 

and update accounting practices. Contrary to the report a Haitian stock market already exists since 

2007, although it is perhaps safe to describe it as being largely in an introductory stage. In any 

case, its development would help foreign investors procure company shares when desired. 

However, while these insights are beneficial, it is also worth noting that Haiti already emerges free 

in this area. Rather, the discrepancy stems from the author’s inability to obtain the exact source of 

information the index makers used. 

We can compare this picture to that of Uruguay. According to Uruguay Investment Climate 

Statement:  

As of 2015, the local capital market remains underdeveloped and highly concentrated in 
sovereign debt, making it difficult to finance through the local equity market. Trading in 
shares and commercial paper is virtually non-existent (only six firms are registered with 
BVM to issue shares), severely limiting market liquidity. However, in early 2015 the state-
owned electric power company (UTE) had a successful bond issuance in which demand 
greatly exceeded supply and the value of the bonds immediately rose over 10 percent, 
indicating an unmet need for investment opportunities. As a result of such 
underdevelopment and the lack of enough liquidity in the markets to enter and exit sizeable 
positions, Uruguay regularly receives “active” investments oriented to establishing new 
firms or gaining control over existent ones, but lacks “passive” investments from 
investment funds.  
 
The government maintains an open attitude towards foreign portfolio investment but there 
is no effective regulatory system to encourage and facilitate it. Uruguay does not impose 
any restrictions on payments and transfers for current international transactions.  
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Bearer shares, which had been widely used, were banned in 2012 as part of the process of 
complying with OECD requirements (see Bilateral Investment Agreements section). 
Private firms do not use "cross shareholding" or "stable shareholder" arrangements to 
restrict foreign investment, nor do they restrict participation in or control of domestic 
enterprises. 

 

Although the government, as the excerpt reports, maintains a policy of few capital controls the 

capital market remains underdeveloped as a result of an ineffective regulatory system. However, 

the report does not elaborate to explain in what ways the system emerges ineffective, or how this 

ineffectiveness impedes the capital market’s development. Also, it appears that the stock market 

needs to further develop to help in the purchasing of shares. As such, no substantial 

recommendation can be made here, as the reports for the two countries do not have a substantive 

overlap. Below are the tables for the developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Capital controls 9.23 4.62 3.08 7.69 5.38 6.92 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Capital controls 9.23 9.23 6.92 6.92 3.08 3.08 

 

Haiti scores 9.23, while the group averages 5.69, with a standard deviation of 2.18. The t-stat is 

1.62, and the scores are statistically different at the 20% level of significance. According to 

Belgium Investment Climate: 

Belgium has in place policies to facilitate the free flow of financial resources. Credit is 
allocated at market rates and is available to foreign and domestic investors without 
discrimination. Belgium is fully served by the international banking community and is 
implementing all relevant EU financial directives.  
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[…] In 2006, Euronext and NY Stock Exchange shareholders voted to merge the two 
exchanges. On Euronext, a company may increase its capital either by capitalizing reserves 
or by issuing new shares. An increase in capital requires a legal registration procedure, and 
new shares may be offered either to the public or to existing shareholders. A public notice 
is not required if the offer is to existing shareholders, who may subscribe to the new shares 
directly. An issue of bonds to the public is subject to the same requirements as a public 
issue of shares: the company's capital must be entirely paid up, and existing shareholders 
must be given preferential subscription rights.  

 
In Belgium, there are many cases of cross-shareholding and stable shareholder 
arrangements but never with the express intent to keep out foreign investors. Likewise, 
anti-takeover defenses are designed to protect against all potential hostile takeovers, not 
only foreign hostile takeovers. 

 

The Belgian government maintains pro-easy flow of financial resources policies, leaves credit rates 

to be determined by the market, and does not discriminate between citizens or foreigners. The two 

stock exchanges facilitate foreigners’ and residents’ purchasing of shares in Belgian companies. 

Thus, we can conclude that the government officials of Haiti should maintain policies that facilitate 

the flow of financial resources, allow credit rates to be determine by markets, and update 

accounting practices and relevant regulations on capital controls. Also, the growth of the Haitian 

Stock Exchange can help in easily enabling foreign investors in acquiring shares in Haitian 

companies. It bears importance to repeat that Haiti scores higher than Belgium in this 

subcomponent (9.32 versus 4.62, respectively). As such, Haiti is freer than Belgium on capital 

controls. However, the lack of peer-reviewed data on capital controls led us to use information that 

falls within the same lexical field, and in that, we gain important insights regarding the capital 

market of Haiti. However, in so far as it strictly concerns the subcomponent, we can perhaps 

objectively conclude that there are fewer capital controls in Haiti than in Belgium.  

iii. Freedom of foreigners to visit 

The last subcomponent of the area, freedom of foreigners to visit, captures how easy it is 

for visitors to come to a country for business or tourist purposes. It reflects the freedom of foreign 
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citizens to travel by encompassing the number of countries for which the visited country requires 

a visa from foreign visitors. Hence, the fewer the visa requirements the greater the freedom to 

travel internationally. Below are the tables for the first group. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Freedom of 

foreigners to visit 10.00 10.00 7.04 7.80 10.00 5.95 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Freedom of 

foreigners to visit 10.00 6.54 8.97 10.00 5.11 5.87 

 

Haiti scores 10.0, while the group averages 7.73, with a standard deviation of 1.90. The t-stat is 

1.2, and the scores not statistically significant. The World Economic Forum’s Visa Requirements 

report provides us with insights into this subcomponent. 
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Haiti arises as the country to which foreigners can travel the easiest (1st place), with a score of 191 

out of 193 UN countries; and as thus, it is easier to obtain a visa to travel to Haiti than it is to do 

so to the comparing countries. As such, no recommendations are needed. The tables for the second 

group are below. 

 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Freedom of 

foreigners to visit 10.00 5.87 6.88 5.87 5.87 8.55 
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  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Freedom of 

foreigners to visit 10.00 5.87 5.87 10.00 5.87 5.87 

 

The group averages 6.65, with a standard deviation of 1.46. The t-stat is 2.3, and the scores are 

statistically significant at the 5% level of significance. Again, Haiti is the easiest place to travel to 

in the world, so no recommendations are needed. On the other hand, the component underlines a 

very important trend. On average, developing economies tend to have fewer visa restrictions than 

developed ones do. This is clearly an instance of the benefits of immigration versus expansion of 

the welfare state debate, although some can accurately argue that there are other underlying factors 

at play as well (security, terrorism, population homogeneity). However, Hong Kong and Singapore 

are both developed economies and also have very few visa restrictions (scores of 148 and 161 out 

of 193, respectively). Thus, this reminds us of Milton Friedman’s advocacy for a pro-immigration 

policy due to the fact that it benefits both the immigrants and the citizens of the welcoming country, 

and his warning that for this policy to work that the welfare state should also be reined in, as this 

would otherwise encourage immigration to welfare and therefore a great expansion of the welfare 

state. We incorporate this discussion in our work because Hong Kong and Singapore have very 

few visa restrictions (scores of 148 and 161 out of 193, respectively) and have relatively small 

welfare states (respective size of government score of 9.39 and 7.79); whereas, Chile and Sweden 

have more visa restrictions (respective scores of 88 and 71 out of 193) and have respective scores 

in size of government of 7.50 and 3.39. Indeed, there are other factors for the higher visa 

restrictions in Chile and Sweden other than the possible expansion of the welfare state. But it is 

important to shed light on the fact that developed economies with few visa restrictions exist, and 
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thus that as Haiti develops (or any country for that matter) that there are two possible stances it 

can take towards immigration, with the welfare state being one of the determinant factors. (Finally, 

some can argue that the evidence above is not substantial enough, but for our purposes here, we 

want to merely put forth the hypothesis.) 

 Conclusion: Area 4 

The area, freedom to trade internationally, summarizes all of the above components. Below 

are the tables for both groups of countries. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Freedom to trade 

Internationally 7.90 7.39 7.92 7.72 7.09 7.45 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Freedom to trade 

Internationally 7.90 7.43 7.37 7.83 7.20 7.91 

 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Freedom to trade 

Internationally 7.90 7.88 8.11 8.16 8.10 9.11 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Freedom to trade 

Internationally 7.90 8.38 8.45 8.84 7.75 7.05 
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Haiti averages 7.90, while the economically developing countries average a score of 7.53, 

with a standard deviation of 0.30. The t-stat equals 1.26, and the scores are not statistically different 

at the 10% level of significance. The economically developed countries average 8.18, with a 

standard deviation of 0.58. The t-stat is -0.48, and the two scores are not statistically different. For 

the subcomponent revenue from trade taxes (% of trade sector), both groups of countries emerged 

substantially free. The tax revenue policies both groups maintain on international trade are 

relatively minimal, representing an average of 5.65 percent of total trade, with a standard deviation 

of 0.38 for the economically developing countries; and, representing an average of 2.42 percent of 

total trade, with a standard deviation of 2.33 for the economically developed countries. This insight 

gives solid grounds to argue against tax restrictions on international trade. This is clearly 

demonstrated by the fact that high levels of economic development in the second group strongly 

negatively correlate with low levels of revenue as a percentage of international trade. For the 

subcomponent mean tariff rate, the Hong Kong model showed us that nearly all imports are duty-

free, regardless of the country of origin. This helps to substantially undermine the arguments of 

protectionist critics, as both subcomponents evidently show that very low or non-existent tariff 

rates plainly correlate with high levels of economic development. Instead, it is accurate to reiterate 

that protectionist measures only benefit special-interest groups and some in political office. For 

the subcomponent standard deviation of tariff rates, Haiti arises already freer than both comparison 

countries. The component tariffs summarizes these three subcomponents. In addition, we learned 

that onerous customs and administrative procedures, non-automated systems, non-evaluation of 

goods on market prices, poor infrastructure, and unmet sanitary standards are all barriers 

developing countries (and Haiti) face. Addressing these issues can make international trade easier 

and faster. We also learned that eliminating tariffs brought about new ones, and that addressing 
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these issues would be very complicated in practice. We again learned that good governance and 

property rights protection are essential in encouraging international trade. The high-income 

countries face additional issues than those faced by the Latin American and the Caribbean ones. 

Specifically, they face trade barriers with costs of rendering products compatible with national 

specifications, unusual testing, certification, approval procedures, content and design 

requirements, labeling, quality assurance, and quarantine issues. This seems to suggest that as a 

country develops that they are likely to similarly face these issues. When analyzing compliance 

cost of importing and exporting, we saw that it took fewer hours to import and export in Haiti than 

in the regional countries, but that it took substantially fewer hours to do so in the high-income 

countries. As such, there is considerable room to simplify border and compliance requirements in 

Haiti. The market governs the rates banks and exchange companies use in Haiti, and the country 

surfaces completely free in this subcomponent as do the countries in both groups. Furthermore, 

there are almost no foreign-owned companies in Haiti, which can be attributed to the unfavorable 

investment climate compared to the countries in both groups which do statistically better at the 5 

percent (economically developing) and 1 percent (economically developed) significance levels. 

This discouraging investment environment is not a consequence of regulations so much as it is a 

result of outdated laws, high costs of starting a business, lack of access to credit and lack of 

mechanisms for investor protection, an ineffective and opaque judicial system, and an inefficient 

government. Thus, addressing the issues mentioned above can substantially help in rendering the 

system more investor friendly. The Uruguayan example shows that while addressing these tasks 

is very complex, it is not however impossible; and that doing so brings about significant economic 

benefits (and deductively, social ones too). From the comparing countries, we learned that the use 

of alternative methods of dispute resolution can support the traditional justice system in settling 
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disputes quickly. Further analysis of the high-income countries shows us that the ingredients to an 

investor-friendly environment include a robust commitment to anti-corruption, simple and 

transparent trade laws, easy international trade access, and alternative methods of dispute 

resolution. Moreover, we saw that the difficulty of securing financing and sub-standard accounting 

customs impede the flow of capital in the country. Consequently, we inferred that policies that 

ease the flow of financial resources and the possibility of securing credit, updating accounting 

practices and the rules on capital controls, market-determined credit rates, equal treatment of 

domestic and foreign investors, an operative stock market are all effective steps in making the 

Haitian capital market more attractive. Finally, it is very easy to obtain a visa to travel to Haiti; in 

fact, it is the easiest destination to do so in the world.  

Consequently, our analysis in this area shows two crucial facts. Voluntary international 

trade is indeed a positive-sum game; that is, all parties involved benefit from the trade. As such, 

Haitian policymakers (or all policymakers) should make it as easy as possible for individuals and 

firms to trade with one another internationally. In addition, in the same way our data indicated that 

the legal system and property rights (area two of the index) are significant to economic 

development, we see a similar correlation here too. This then informs us that the freedom to trade 

internationally is crucially important to economic development.  

5. Regulation 

The last area of the index, regulation, analyzes the regulatory aspects of the credit and labor 

markets, as well as those of businesses. Regulations limit entry to markets and the freedom to 

exchange voluntarily. Thus, regulations reduce economic freedom. The first component (5A) 

mirrors the state of the credit market through three subcomponents: ownership of banks, private 
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sector credit, interest rate controls/negative real interest rates. The first subcomponent illustrates 

the degree to which banks are privately owned. While the last two subcomponents reflect how 

credit is provided to the private sector and whether controls on interest rate inhibit the credit 

market. The next component of the area, labor market regulations, depicts conditions in the labor 

market. Regulations in the labor market interfere with the freedom of employees and employers to 

voluntarily contract. The most significant of these restrictive measures include: hiring, firing, 

minimum wage, and hours regulations; centralized collective bargaining, dismissal rules and costs, 

and conscription. These criteria reflect the economic freedom of the labor market. The last 

component of the area, business regulations, describes the freedom of businesses to operate. This 

description is summarized in the following subcomponents: administrative requirements, 

bureaucracy costs, easiness of starting a business, favoritism, licensing restrictions, and 

compliance costs of taxes. Together, these criteria indicate the extent to which regulations and 

requirements of the bureaucracy block entry and stifle competition. Countries that score very high 

in this area therefore exhibit an appreciation of the ability and importance of markets in the 

allocation of goods and services. That is, they permit markets to determine prices and abstain from 

unnecessary regulations which impede the process of starting a business, or which increase the 

production costs of goods and services. In addition, they must also abstain from rewarding some 

businesses at the tax expense of others and individuals (EFW). 

A. Credit market regulations 

i. Ownership of banks 

The first subcomponent of the credit-market regulations is the ownership of banks. Again, 

this criteria depicts the degree to which the banking industry remains in private hands (EFW). 

Below are the tables for the economically developing countries. 
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  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Ownership of 

banks  10.0 8.00 5.00 5.00 8.00 8.00 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Ownership of 

banks  10.0 10.00 10.00 10.00 8.00 5.00 

 

The score for Haiti is unreported. However, after speaking with people with extensive 

experience in the system (parents), we maintain that there are three private and two public banks 

in Haiti, which are all commercial in nature. 90-95 percent of the deposits in those banks are 

private; thus, following the methodology of the index, it can be safely assumed that Haiti has a 10 

in this subcomponent. We highlight the score in the tables in blue to indicate that the score did not 

come from the index but from us. The group averages 7.70, with a standard deviation of 2.06. The 

t-stat cannot be determined. According to Haiti Investment Climate Statement 2015: 

The trend in the banking sector has been toward the proliferation of the branches to capture 
deposits and remittances and the concentration of credit mainly in trade financing. 
Telebanking now provides access to banking services for many Haitians holding bank 
accounts for the first time. Three major banking institutions hold 82 percent of total 
banking sector assets, valued at HTG 195 billion (USD 4.33 billion) in September 2014. 
The three major commercial banks also hold more than three-quarters of the total loan 
portfolio, while 70 percent of total loans are monopolized by 10 percent of borrowers, 
which increases the Haitian banking system’s vulnerability to systemic credit risk and 
restricts the availability of capital. The gross loan portfolio of the banking system in 
September 2014 was HTG 68 billion (USD 1.5 billion), representing about a 9.6 percent 
increase from FY 13. The quality of the loan portfolios in the banking system, measured 
by the ratio of nonperforming loans over total loans, improved significantly over the past 
two years with an increase of 3.00 percent over September 2013 (2.4 percent). The 
improvement of the quality of the loan portfolio over the past years resulted mainly from 
the cancellation of SOCABANK’s nonperforming loans by the state-owned commercial 
bank BNC. SOCABANK, a privately-owned commercial bank, was taken over by BNC in 
2007, which caused it to become the third largest bank in the system. 
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The Central Bank (BRH’s) main challenge is to maintain sound monetary policy in a 
context of a larger-than-expected government deficit. Inflation, at 6.6 percent in April 
2015, was stabilized by international food commodity prices. The exchange rate suffered 
from continued pressures in the foreign exchange market resulting from an increased fiscal 
deficit and a social-political backlog. To ease the pressure on the local currency, the Central 
Bank preceded with the sales of USD 33 million in 2014, while maintaining the reserve 
requirement ratios of bank deposits at the same level as in 2013. 

 
We learned earlier that the three private and two public banks are all commercial in nature. 

Although we do not know how the loan portfolio is divided between those banks, we note that the 

portion of assets and of loan portfolio the private banks maintain are also in private hands. This is 

important because economics teaches us that privately-owned property is better managed than 

publicly-owned property, as the owners both have stronger incentives and more tacit knowledge 

in the management of these assets and loan portfolio. Furthermore, telebanking enables many to 

gain access to bank accounts; thus increasing the possibility of commercial activities to take place, 

instead of simply relying of bank-issued notes. As such, we can recommend that the banks in Haiti 

should be in private hands, as this increases the likelihood of cautious management. Also, the use 

of telebanking should be encouraged, as it provides access to banking accounts to people who 

would otherwise not have it. 

When we look into the banking system of Nicaragua we learn that: 

Among other services, local financial institutions offer commercial loans, credit lines, 
factoring, leasing, and bonded warehousing. BANPRO, Lafise, and BAC constitute the 
largest financial institutions in Nicaragua, competing with several other smaller banks. 

 
The Foreign Investment Law allows foreign investors residing in the country to access 
local credit and local banks have no restriction to accept property located abroad as 
collateral. However, many investors find lower cost financing and more product variety 
from offshore banks. Short-term government and Central Bank bonds, issued in Córdobas 
but indexed to the dollar, dominate Nicaragua's infant capital market. Foreign banks have 
acquired a presence in Nicaragua through the purchase of local banks. 

 
Foreigners are allowed to open bank accounts as long as they are legal residents in the 
country. […] 
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The Superintendent of Banks and other Financial Institutions (SIBOIF) regulates banks, 
insurance companies, stock markets, and other financial intermediaries. SIBOIF requires 
that supervised entities provide audited financial statements, prepared according to 
international accounting standards, on a regular schedule. The Deposit Guarantee System 
Law (2005/551) established the Financial Institution Deposit Guarantee Fund (FOGADE) 
to guarantee bank deposits up to USD 10,000 per depositor, per institution. 

 
CAFTA-DR allows U.S. financial services companies to establish subsidiaries, joint 
ventures, or bank branches in Nicaragua. The agreement also allows cross-border trade in 
financial services. Nicaragua has ratified its commitments under the 1997 World Trade 
Organization Financial Services Agreement. These commitments cover most banking 
services, including the acceptance of deposits, lending, leasing, the issuing of guarantees, 
and foreign exchange transactions. However, they do not cover the management of assets 
or securities. Nicaragua allows foreign banks to operate as 100%-owned subsidiaries or as 
branches. 

 

Nicaragua has an economic freedom score of 10 for the subcomponent, and so, arises as an 

advisable comparison for Haiti. There are more financial banking institutions available to serve 

the Nicaraguan public than Haiti’s. As such, policies that foster an environment conducive of the 

growth of these institutions, although not the institutions themselves, are recommendable. 

Financial audit practices up to international standards appear to also be sensible. The possibility 

of foreigners to gain access to obtain local credit and to open local banks is also advantageous. 

Finally, allowing foreign banks to create subsidiaries, joint ventures, and bank branches is likewise 

valuable. These practices can all be contributory in increasing access to private banks, as well as 

in improving the overall state of the banking system and its adjacent sectors in Haiti. Below are 

the tables for the developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Ownership of 

banks  10.0 10.00 8.00 10.00 10.00 10.00 
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  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Ownership of 

banks  10.0 8.00 10.00 10.00 10.00 8.00 

 

The group averages 9.40, with a standard deviation of 0.97. The t-stat is indeterminable. We can 

compare the state of the banking system in Haiti to that of Belgium. According to Belgium 

Investment Climate: 

Because the Belgian economy is directed toward international trade, more than half of its 
banking activities involve foreign countries. Belgium’s major banks are represented in the 
financial and commercial centers of dozens of countries by subsidiaries, branch offices, and 
representative offices. 
 
Belgium has one of the highest number of banks per capita in the world. The banking system 
is considered sound but was particularly hard hit by the financial crisis that began in the fall of 
2008, when federal and regional governments had to step in with lending and guarantees for 
the three largest banks. Following a review of the 2008 financial crisis, the Belgian government 
decided in 2012 to shift the authority of bank supervision from the Financial Market 
Supervision Authority (FMSA) to the National Bank of Belgium (NBB). 
 
[…] The country's banks use modern, automated systems for domestic and international 
transactions.  

 

Banks play a major in the international-trade-focused Belgian economy, as many of the country’s 

banks operate overseas. Earlier, we learn that facilitating the operation of foreign banks in an 

economy arises advantageous. It seems as though making it easy for national banks to operate 

overseas is equally beneficial. Thus, we can say that Haitian officials should maintain a regulatory 

structure that facilitates the operation of foreign banks in the country and that of national banks 

overseas. The Belgian banking system is considered sound; however, we do not gain insights into 

the causes of said soundness. Finally, the use of automated systems appear to facilitate banking 

operations.  

ii. Private sector credit 
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The next subcomponent, private sector credit, illustrates the extent to which credit is 

provided to the private sector. Below are the tables for the first group. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Private sector 

credit 7.17 10.00 6.58 6.90 9.81 4.54 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Private sector 

credit 7.17 5.28 10.00 9.73 8.94 8.58 

 

Haiti averages 7.17, while the group averages 8.04, with a standard deviation of 2.06. The t-stat is 

-0.42, and the scores are not statistically different. According to Haiti Investment Climate 

Statement 2015: 

[…]The three major commercial banks [in Haiti] also hold more than three-quarters of the 
total loan portfolio, while 70 percent of total loans are monopolized by 10 percent of 
borrowers, which increases the Haitian banking system’s vulnerability to systemic credit 
risk and restricts the availability of capital. The gross loan portfolio of the banking system 
in September 2014 was HTG 68 billion (USD 1.5 billion), representing about a 9.6 percent 
increase from FY 13. The quality of the loan portfolios in the banking system, measured 
by the ratio of nonperforming loans over total loans, improved significantly over the past 
two years with an increase of 3.00 percent over September 2013 (2.4 percent). The 
improvement of the quality of the loan portfolio over the past years resulted mainly from 
the cancellation of SOCABANK’s nonperforming loans by the state-owned commercial 
bank BNC. 
 
[…] There are no legal limitations on foreigners' access to the domestic credit market. 
Credit is available on market terms through commercial banks. However, banks demand a 
pledge of real property to grant loans. Given the lack of effective cadastral and civil 
registries, loan applicants face daunting challenges in obtaining credit. The banking sector 
is extremely conservative in its lending practices. Banks typically lend exclusively to their 
most trusted and credit-worthy clients. In addition, the high concentration of assets does 
not allow for product innovation at major banks. 
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[…]To provide greater financial services access to individuals and prospective investors, 
the Haitian government’s chattel and banking laws both recognize tangible movable 
property (ex. portable machinery, furniture, tangible personal property) as collateral for 
loans. These laws allow individuals to buy condominiums and banks to accept personal 
properties, such as cars, bank accounts, etc., as a pledge for loans. USAID has a loan 
portfolio guarantee program with a diversified group of financial institutions in order to 
encourage them to expand credit to productive small and medium enterprises and rural 
micro-enterprises. The Haitian government plans to establish a credit rating bureau to 
disseminate data on the total indebtedness and concentration of credit risks of businesses 
and individuals in the financial sector, but to date there has been little progress in setting 
up the bureau. 

 
70 percent of all loans in Haiti are given to 10 percent of borrowers. This means that 90 percent of 

those in the credit market have to share the remaining 30 percent; however, this is not disagreeable, 

as there are legitimate reasons why this is so (e.g., proof of ownership of real property, credit 

worthiness). Foreigners have legal access to the credit market, and credit is provided on market 

terms. The lack of cadastral and civil registries emerges as a factor inhibiting credit access, and 

thus hindering potential daily business transactions; consequently, we can say that officials need 

to provide registries for people to officially record their property, as this would serve as collateral 

in helping applicants secure loans. Chattel and banking laws, however, allow for tangible movable 

property to serve as collateral for securing loans, although we do not know the effectiveness of 

those laws in practice. Furthermore, the report seems to recommend the dis-concentration of assets, 

as this would encourage product innovation. Finally, credit rating services would be helpful in 

conveying credit worthiness to banks and other financial institutions.  

 
In addition we learn from Private Sector Assessment of Haiti Report by Inter-American 

Development Bank that:  

According to the World Bank, domestic credit to the private sector as a percentage of GDP 
is very low, at 19% in 2013, well below the Latin America and Caribbean regional level of 
28.2%. According to the EIU’s 2014 Microscope on Financial Inclusion, at 2.74 per 
100,000 people, commercial bank penetration is among the lowest in the world. There is a 
geographical gap in credit provision as the majority of banks and approximately 30% of 
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microfinance institutions (MFIs) are located in the Port-au-Prince region, leaving the rural 
population underserved. 

 
Figure 11 compares credit provision in Haiti to that in Latin America and the Caribbean:  
 

 
 

Domestic credit to the Haitian private sector is very low, especially when compared to the regional 

level. The report attributes this to low commercial bank penetration, which are primarily focused 

in the capital region. We learn earlier about the lack of proof of real property, so perhaps for there 

to be greater credit provision in the provincial regions there needs to be a wider availability of civil 

and cadastral registries. 

 
Advancing Financial Development in Latin America and the Caribbean by Heng et al portrays the 

private sector credit in Latin America and the Caribbean:  

Financial systems in LAC have developed and deepened in recent years but continue to lag 
other emerging market groupings, especially with respect to financial market development. 
More importantly, some countries have financial development gaps compared with the 
levels implied by their macroeconomic fundamentals. In particular, gaps on institutional 
efficiency and depth as well as market access and efficiency are common. 
 
[…] While there is no one-size-fits-all solution, the literature points to several important 
building blocks for a well-functioning financial system such as (i) strong property rights; 
(ii) efficient legal system; (iii) low incidence of corruption; (iv) sufficient financial 
information; (iv) good corporate governance; and (v) sound prudential regulation and 
supervision of the banking system (Mishkin 2007, Laeven 2014). These building blocks 
could be useful in designing policies geared toward closing financial development gaps in 
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LAC. For example, LAC countries that are recovering from financial crises could benefit 
from improving the credibility of financial systems, strengthening capital and liquidity 
buffers, ensuring credible deposit insurance, and addressing balance-sheet mismatches. 
 
Countries that have negative gaps in the depth and efficiency of financial institutions (such 
as the Dominican Republic, Jamaica and Peru) could explore strengthening institutional 
and legal frameworks related to property rights and collateral, as well as improving the 
efficiency of courts and credit reporting systems (Emerging Market Committee, 2012). 
 
Similarly, LAC countries that have underdeveloped bond markets (such as Costa Rica and 
Uruguay) could benefit from following market-friendly debt management and issuance 
strategies to help foster secondary markets for government securities, such as the use of 
standardized simple instruments with conventional maturities, as well as strengthening 
legal and regulatory frameworks. 
 
Finally, countries where stock markets are underdeveloped or inefficient, which includes 
the majority of LAC countries, could benefit from strong macroeconomic environment, 
institutional and legal frameworks, which promote investor rights, information disclosure, 
as well as policies that increase market size (e.g., pension reforms, carefully sequenced 
financial liberalization, corporate governance and tax reforms; see Laeven 2014). 
However, in smaller LAC economies developing domestic equity markets may not be 
justified due to the small market size. Hence, a careful investigation of specific country 
circumstances with the view of identifying constraints, including those outside of the 
financial sector such as poor corporate governance, as well as tradeoffs is needed. In 
countries where financial development levels are higher than those implied by 
macroeconomic fundamentals (i.e., positive development gaps), efforts could be reinforced 
to enhance supervisory vigilance aimed at improving credit quality and avoiding problems 
of poor underwriting quality as well as strengthening macroprudential policy frameworks. 
 
When financial development proceeds too fast, it can lead to economic and financial 
instability, especially where regulation and supervision do not keep pace. Hence, 
developing regulation and supervision that are consistent with the existing level of financial 
development and embed enough flexibility to address future challenges in financial 
deepening is an important safeguard. 
 
The sequencing of reforms could also be important. Indeed, care should be taken in not 
promoting excessive market development when financial institutions are underdeveloped, 
since this would jeopardize macroeconomic and financial stability. 
 

The financial markets in the LAC region experience developmental gaps in their institutional 

efficiency and depth as well as market access and efficiency. The solutions to these gaps echo like 

a broken record, as we have come across them so often in our work: robust property rights, 

collateral obtention, transparent judicial system, low occurrence of corruption, availability and 
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disclosure of appropriate financial information and credit worthiness provision, principled 

governance, thoughtful and cautious rules and administration of the financial system, and the use 

of benchmarked instruments with conventional maturities for securities. We can recall similar 

solutions arising to the issues we explored in the Haitian legal and property rights system. Thus, 

these cornerstones can aid in improving the private credit sector in Haiti by ensuring confidence 

in the financial systems, reinforcing capital and liquidity safeguards, guaranteeing tenable credit 

deposit indemnity, and tackling accounting incongruities. The report also points out the concern 

of financial instability when financial development greatly outpaces regulation and supervision, 

and advocates that this issue can be addressed with oversight that is consistent with the level of 

financial development as well as allowing flexibility in the rules for later challenges. This tells us 

that judicious management does have a legitimate role to play in economic development. 

Below are the tables for the economically developed countries. 
 
 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Private sector 

credit 7.17 8.44 9.68 9.84 9.86 10.00 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Private sector 

credit 7.17 8.83 9.67 10.00 9.60 10.00 

 

The group averages 9.59, with a standard deviation of 0.53. The t-stat is -4.55, and the scores are 

statistically significant at the 1% level of significance. The report Doing Business by the World 

Bank describes the ease of getting credit in Hong Kong. The report tells us that “when economies 
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strengthen the legal rights of lenders and borrowers under collateral and bankruptcy laws, and 

increase the scope, coverage and accessibility of credit information, they can increase 

entrepreneurs’ access to credit” (doingbusiness.org). The report goes on to explain that the special 

administrative region ameliorated access to credit by making available a modern collateral registry 

for people. The report then uses the two table below to show us why Hong Kongers have very high 

access to credit. 
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Hong Kong scores 8 out of 12 in the index concerning the legal rights of lenders and borrowers 

under collateral and bankruptcy laws and earns a 7 out of 8 in the index regarding the scope, 

coverage, and accessibility of credit information. Thus, Hong Kongers have a high level of legal 

rights in getting credit, and financial organizations have considerable access to credit information, 

as the depth of credit information in the administrative region is very profound. This quality 
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performance earns the nation a perfect score by the authors of the economic freedom index. 

However, it is worth noting that especially in regards to the area about the legal rights in getting 

credit that there are still ways to further strengthen the rights of local residents. In any case, Haitian 

policymakers can study this model in more depth in order to increase access to credit to their 

citizens. 

iii. Interest rate controls/ negative real interest rates 

The next subcomponent, interest rate controls/ negative real interest rates, evaluates “data 

on credit-market controls and regulations. Countries with interest rates determined by the market, 

stable monetary policy, and reasonable real-deposit and lending-rate spreads received higher 

ratings” (EFW). Below are the tables for the first group. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Interest rate 

controls/negative 

real interest rates 9.00 9.00 9.00 10.00 10.00 10.00 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Interest rate 

controls/negative 

real interest rates 9.00 9.00 9.00 9.00 9.00 10.00 

 

Haiti averages 9.00, while the group averages 9.40 with a standard deviation of 0.52. The t-stat is 

-0.77, and the scores are not statistically different from one another. Data on interest rate controls 

is extremely scarce. We simply use a reasoning process in this subcomponent using the scores 

reported by the index. Haiti earned a score of 9.0, while El Salvador earned one of 10.0. We infer 
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from this that there exists at least to a mild extent some forms of interest rate control or negative 

interest rate in the Haitian credit markets. As such, we recommend that policymakers should 

remove these controls on interest rates. Below are the tables for the second group. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Interest rate 

controls/negative 

real interest rates 9.00 10.00 10.00 10.00 10.00 10.00 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Interest rate 

controls/negative 

real interest rates 8.83 9.50 9.74 9.52 9.99 9.95 

 

The group averages 9.87, with a standard deviation of 0.21. The t-stat is -4.23, and the scores are 

statistically different at the 1% level of significance. Denmark (and many other countries) earn a 

10.0 in this subcomponent. This tells us that those credit markets are free of interest rate controls 

and negative real interest rates. Thus, we recommend that lawmakers in Haiti follow in the steps 

of those countries to remove the controls or negative real interest rates impacting the Haitian credit 

markets. The first component of the area, credit market regulations, summarizes the three 

subcomponents above.  

B. Labor market regulations 

i. Hiring regulations and minimum wage 

The next component of the area, labor market regulations, examines how free the labor 

market is from unnecessary regulations. There are many kinds of restrictive measures that are 
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imposed on the labor market, but the index analyzes the most crucial ones. Those measures are 

divided into 6 subcomponents, with the first one being hiring regulations and minimum wage. 

Below are the tables for the first group. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Hiring regulations 

and minimum 

wage 6.67 2.23 1.10 5.57 4.43 5.57 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Hiring regulations 

and minimum 

wage 6.67 0.00 8.90 6.67 3.33 5.57 

 

Haiti averages 6.67, and the economically developing countries average 4.34, with a standard 

deviation of 2.70. The t-stat is 0.86 and the scores are not statistically different. The index uses the 

World Bank’s Doing Business “Difficulty of Hiring Index”. The index describes the Haitian hiring 

market as follows. Fixed-term contracts are not prohibited for permanent tasks, and there are no 

maximum cumulative duration of fixed-term contracts. These policies allow employers and 

employees to determine the conditions of contracts and are in lines with economic freedom. 

However, the ratio of the minimum wage to the value added per worker is 1.3—the index awards 

the highest ratings to ratios that are lower than 0.25; this means that the minimum wage is far 

above the average value added per worker. Consequently, employers then cannot hire people 

whose skills provide marginal value that is below the value of the minimum wage, at wages lower 

than the minimum wage; thus, many people who could instead find employment at wages below 
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the minimum wage will remain unemployed. This is an instance of the principle that maintains 

that good intentions do not carry out good outcomes, as meager incomes are certainly better than 

no income. Then, we can recommend a repeal of the minimum wage law in Haiti.  

 Haiti performs better than all of the countries in the group, with the exception of Jamaica. 

Jamaica thus arises as a good basis for regional comparison. Just like in Haiti, Jamaica does not 

prohibit fixed-term contracts for permanent tasks, and does not hold a maximum cumulative length 

for fixed-term contracts. However, its minimum wage to average added value per worker is 0.3. 

This policy allows for greater flexibility in employers and employees determining the conditions 

of contracts, and in turn, should translate in fewer people being unemployed than otherwise.  

Finally, as both Haiti and Jamaica neither prohibit fixed-term contracts for permanent tasks 

nor hold a maximum cumulative length for fixed-term contracts, we can attribute the discrepancy 

in their overall freedom in this subcomponent to their different policy on the ratio of the minimum 

wage to the value added per worker. Thus, when the minimum wage is higher than the average 

value added per worker, it diminishes economic freedom. Below are the tables for the developed 

countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Hiring regulations 

and minimum 

wage 6.67 8.90 6.67 10.00 6.67 10.00 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Hiring regulations 

and minimum 

wage 6.67 6.67 8.90 10.00 6.67 10.00 
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The group scores 8.45, with a standard deviation of 1.60. The t-stat is -1.12, and the scores are not 

statistically different. We can draw insights from the Danish market, as it arises as a free hiring 

market. There are no regulations against fixed-term contracts nor against a maximum cumulative 

length of such contracts. In addition, the ratio of the minimum wage to the value added per worker 

is 0.0, as there are no legally mandated minimum wage in Denmark (as well as in Finland, Sweden, 

and Norway) (Hanke, 2014; Iacono 2016). However, wages in Denmark are determined through a 

central bargaining process. Managers in an industry convene and bargain with unions which 

represent workers (wageindicator.org). In addition, we learn that although minimum wage terms 

that stem from collective bargaining can also have unintended negative consequences, it is 

preferable to national minimum wage laws which impact all workers in the sense that a 

decentralized system allows for flexibility in the terms of contracts (Iacono). Hence, Danes use 

collective bargaining, instead of a legal minimum wage, to determine worker’s wages, and as such, 

maintain economic freedom in this subcomponent. Consequently, collective bargaining arises as a 

more economically free alternative method to protect workers in determining contractual terms. 

ii. Hiring and firing regulations 

The next subcomponent, hiring and firing regulations, further analyzes hiring in the labor 

market. Below are the tables for the first group. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Hiring and firing 

regulations 5.06 4.17 5.48 5.02 4.36 4.69 
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  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Hiring and firing 

regulations 5.06 4.78 5.14 5.23 3.97 3.21 

 

Haiti scores 5.06, whereas the economically developing countries average 4.60, with a standard 

deviation of 0.68. The t-stat is 0.67, and the scores are not statistically different. We cannot locate 

the exact source the index used, so we gather additional aspects about the Haitian labor market 

from Doing Business. (The following is also the information the index uses for the subcomponent 

titled ‘hours regulations’, which we will discuss shortly.) The maximum legal number of work 

days a week is six. The premium for working during the night, weekly rest day, and overtime is 

50 percent of hourly pay. There are no further restrictions on night work, weekly holiday, or 

overtime work. The average paid annual leave for workers between 1 to 10 years surfaces as 13 

working days. Furthermore, the state does not mandate third-party dismissal rules, but dismissal 

due to redundancy is allowed by law. Equal pay for work of equal value is not mandated. Maternity 

leave is stipulated by law, and the minimum length of maternity leave is 42 days, while the mother 

receives 100 percent of wages. There are five fully paid days of sick leave a year, but no on-the-

job training. Moreover, workers can create or join unions. Administrative or judicial relief for 

infringement of employees’ rights and a labor inspection system both exist. Finally, the average 

notice period for redundancy dismissal for workers between 1 to 10 years is 10.1 weeks of salary, 

whereas average severance pay for this same group is 0.0 weeks of salary.  

When we compare the Haitian hiring market to that of Costa Rica, here’s what we see. The 

maximum number of work days a week is six. The premium for working during the night, weekly 

rest day, and overtime is 0 percent, 100 percent, and 50 percent of hourly pay, respectively. There 
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are no restrictions on weekly holiday and overtime work, but there are some on night work. The 

average paid annual leave for workers between 1 to 10 years surfaces as 12 working days. In 

addition, the state does not mandate third-party dismissal rules, but dismissal due to redundancy 

is allowed by law. Equal pay for work of equal value is not mandated. Maternity leave is stipulated 

by law, and the minimum length of maternity leave is 120 days, while the mother receives 100 

percent of wages. There are five fully paid days of sick leave a year, but no on-the-job training. 

Moreover, workers can create or join unions. Administrative or judicial relief for infringement of 

employees’ rights and a labor inspection system both exist. Finally, the average notice period for 

redundancy dismissal for workers between 1 to 10 years is 4.3 weeks of salary, whereas average 

severance pay for this same group is 14.4 weeks of salary. 

We maintain that contractual terms should be determined between employers and 

employees; thus, the legal number of days an employee can work, the percentage of premium for 

overtime, and paid annual leave should instead be decided by the private parties involved. 

Dismissal rules in the Haitian hiring market give leeway in terminating contracts. Equal pay for 

work of equal value is not mandated in either country, but maternity leave is, and for a certain 

number of months the mother receives the full amount of her previous wages. This is an interesting 

position where we must differentiate theory and practice. From a theory standpoint, we would 

argue that maternity leave should be decided between the supervisor and worker. However, from 

a practical standpoint, there arises a strong case for stipulating maternity leave for cases when the 

employer does not allow the mother to leave work. In fact, according to Doing Business, all the 

countries in both groups have stipulated a number of days of maternity leave. One would be 

correct, however, to counter-argue that this might make employers more unlikely to hire women. 

In any case, it is necessary to acknowledge that there is a practical discrepancy, as a purely 
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theoretical approach arises very unlikely in a real world scenario. To continue, employers do not 

have the flexibility in whether they want to pay for sick days or not. Workers have the freedom to 

decide whether they want to join a union or not; this is another interesting position in practice, as 

many can strongly argue that some unions sometimes make it difficult for non-union workers to 

find employment, unless they gain membership. Our purpose is not to state what is the right stance 

on maternity leave or union membership, but to illustrate that there are serious discrepancies 

between theory and practice, and that many can strongly argue that there is a legitimate role for 

the state to play in these few cases, whether it is vis-à-vis the employee or employer. Furthermore, 

employees can get administrative or judicial relief if their rights are infringed upon, but we do not 

know of the specific rights being referred to. Finally, similar arguments as those of above can be 

made, albeit some not as strongly as others, for labor inspection, notice period for redundancy 

dismissal, and severance pay, although these requirements clearly do not align with economic 

freedom. Below are the tables for the economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Hiring and firing 

regulations 5.06 2.63 4.86 7.13 6.32 7.88 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Hiring and firing 

regulations 5.06 3.42 5.09 7.34 4.11 7.83 

 

The group averages 5.66, with a standard deviation of 1.90. The t-stat is -0.31, and the scores are 

not statistically different. Here’s what we see when we compare Haiti to Switzerland. 
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The maximum number of work days a week is six. The premium for working during the 

night and overtime is 25 percent of hourly pay, but 50% of hourly pay for weekly rest day. There 

are restrictions on night work and on weekly holiday, but none on overtime work. The average 

paid annual leave for workers between 1 to 10 years surfaces as 20 working days. In addition, the 

state does not mandate third-party dismissal rules, but dismissal due to redundancy is allowed by 

law. Equal pay for work of equal value is mandated. Maternity leave is stipulated by law, and the 

minimum length of maternity leave is 98 days, but the mother does not receives 100 percent of 

wages. There are five fully paid days of sick leave a year, but no on-the-job training. Moreover, 

workers can create or join unions. Administrative or judicial relief for infringement of employees’ 

rights and a labor inspection system both exist. Finally, the average notice period for redundancy 

dismissal for workers between 1 to 10 years is 10.1 weeks of salary, whereas average severance 

pay for this same group is 0.0 weeks of salary. The Swiss model is freer than Haiti although some 

aspects of work are regulated. The Swiss labor market thus arises as an example that can be studied 

more in depth to generate practical recommendations for the Haitian labor market. 

iii. Centralized collective bargaining 

The next subcomponent, centralized collective bargaining, captures the degree to which 

wages in industries are determined through unions negotiating with a group of employers. 

Collective bargaining negotiations between unions and group of employers tend to apply to a very 

large portion of the industry. This thus reduces the freedom of individual companies and workers 

to self-determine wages. Hence, the larger the impact of collective bargaining negotiations in 

society, the lesser the economic freedom. Below are the tables for the economically developing 

countries. 
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  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Centralized 

collective 

bargaining 6.88 5.01 6.63 7.04 5.64 4.91 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Centralized 

collective 

bargaining 6.88 6.18 7.35 6.30 7.47 2.28 

 

Haiti scores 6.88, whereas the economically developing countries average 5.88, with a standard 

deviation of 1.55. The t-stat is 0.64, and the scores are not statistically different from each other. 

The report from Freedom House tells us that: 

The ability to unionize is protected under the law, though the union movement in Haiti is 
weak and lacks collective bargaining power. The right to strike is severely limited and 
workers frequently face harassment and other repercussions for organizing. Josué 
Mérielien, coordinator of a national teacher’s union, was summoned to court after his union 
declined to sign an agreement to end a strike in January. Retaliatory revocations are 
common, especially in the public sector and garment industry, creating fear among 
workers. 

 
In addition from Study on Trends in Freedom of Association and Collective Bargaining in the 

Education Sector since the Financial Crisis we learn that:  

Genuine collective bargaining is virtually non-existent in Haiti. Decree Law 4 of 1983 
empowers the Labour Directorate of the Ministry of Social Affairs and Labour to intervene 
in the drafting of collective agreements and in collective labour disputes and is still in force. 
The [International Labor Standards] notes acts of discrimination against trade unionists, 
interference by companies in the affairs of trade unions, the weakness of the labour 
inspectorate and the judicial system with regard to the violation of trade union rights.5 The 
ITUC has noted that the government has never fined an employer for interference in the 
internal affairs of a trade union. 
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[…] With the growth of the export processing zone, in July 2012, a permanent forum of 
bipartite dialogue in the textile sector was established, together with a minimum wage for 
the sector. The government has stated that it plans to set up a tripartite higher wage council 
to revise and determine minimum wages. 

 

The collective bargaining power of unions in Haiti is weak, which means that single arrangements 

between unions and employers do not apply to entire industries. Therefore, this should mean that 

individual workers and single companies get to determine the terms of contracts; however, the 

score reported by the index (Haiti=6.88) does not completely reflect that. Additionally, we learn 

that workers often face crucial retaliations and harassment for organizing; that unionists are often 

discriminated against, and that businesses interfere in the affairs of unions. These are the results 

of a weak labor inspectorate and a weak judicial system.  

One can thus argue that employees and unions face critical negative repercussions in a 

system where the right to bargain collectively is not protected. Indeed, from a free-market 

standpoint, workers have a right to bargain collectively. At the same time, we can also see how 

when collective bargaining negotiations apply to a great size of the industry that it makes it difficult 

for both employers to offer employment and for workers to take said employment. In other words, 

when the terms to hire labor are stringent, many workers can remain unemployed than they would 

be otherwise, as said terms make it unfavorable for employers to hire people. This is a classic 

example of an unintended consequence. Consequently, it seems that we have to find a balance, but 

doing so will not be easy. 

When we compare this picture to that of Paraguay, we learn from the ITUC Global Rights Index 

that: 

In Paraguay, collective bargaining with independent trade unions has been blocked since 
the government led by Horacio Cartes came to power, according to the CESITP. The few 
negotiations held are with trade unions close to the employers or the government.  
Although the labour legislation in Paraguay provides for collective bargaining, in practice, 

http://survey.ituc-csi.org/glossary.html#267
http://survey.ituc-csi.org/glossary.html#267
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the national government creates yellow unions or infiltrates organisations and bribes them 
with positions or concessions to thwart free negotiations and to reign in the little that is 
negotiated with the unions.  
 
Virtually no collective agreements were negotiated in 2015. The President of the Republic 
himself, Horacio Cartes, refuses to have unions in his company and repeatedly says in his 
speeches that “trade unions are a major obstacle to the country’s development”. The ban 
on negotiations in the public sector remains in place. The Public Service Ministry refuses, 
as an institutional policy, to recognise collective agreements.  
 
President Horacio Cartes demonstrated his anti-union attitude throughout 2015, and 
demanded that the collective agreements at the national electricity company ANDE be 
abolished. 
 
[…]According to the CESITP, the strategy most commonly used by the Paraguayan 
government to interfere with and hamper trade union freedoms is to stop the collection of 
union dues, to weaken organisations and hinder their capacity to act. 
 
[…] According to the independent trade union centre CESITP, the government of Paraguay 
does not consult with free trade union centres regarding any labour or trade union issues. 
Their exclusion lasted throughout 2015, and the CESITP was not included in the delegation 
for the 2015 ILO Conference. 

 
The right to bargain collectively is severely hindered by the Paraguayan government. The 

government achieves this via yellow unions, bribes, executive demands, and by hindering the 

collection of union dues or thwarting their capacity to act. In practice, this means that Paraguay is 

free in this subcomponent, as collective bargaining agreements do not apply to a vast part of the 

industry. 

Below are the tables for the economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Centralized 

collective 

bargaining 6.88 4.74 7.69 5.91 8.61 8.44 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

http://survey.ituc-csi.org/glossary.html#317
http://survey.ituc-csi.org/glossary.html#287
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Centralized 

collective 

bargaining 6.88 4.24 7.95 8.28 4.33 7.92 

 

The group averages 6.81, with a standard deviation of 1.80. The t-stat is 0.04, and the scores are 

not statistically different from each other. The website worker-participation.eu provides insights 

into the collective bargaining system in Sweden: 

The key level for collective bargaining in Sweden is the industry level, although around 
90% of employees have part of their pay determined by local level negotiations, and 11% 
have all their pay determined locally. The overall level of coverage of collective 
agreements is high – estimated at 88%. 
 
Traditionally collective bargaining in the private sector has taken place at three levels: 
between the union confederations and the main employers’ association, the Confederation 
of Swedish Enterprise (Svenskt Näringsliv) at national level; between the individual unions 
and employers’ industry associations at industry level; and between the company and the 
local union at local level. 
 
For around 30 years between 1956 and the late 1980s the key bargaining level was national, 
with deals covering the whole economy. However, this era has now ended, with the first 
major break from this pattern coming in 1983 in the metalworking sector.  
The current situation is that the wage bargaining at national level has come to a virtual stop 
in the private sector and the Confederation of Swedish Enterprise does not play any part in 
wage bargaining. Nevertheless, a number of non-wage framework agreements between the 
unions and employers at national level such as the 1982 efficiency and participation 
agreement continue to exist and new agreements outside the area of pay continue to be 
signed. For example, in 2006 a new national agreement on pensions was reached for 
700,000 non-manual workers in the private sector […]  
 
However, for pay the key bargaining level is now the industry level, although there is still 
some co-ordination at national level, as well as a lot of room for variation at 
company/organisation level. Around 60 unions and 50 employers’ associations are 
involved in bargaining at this level. 
 
Bargaining coverage is high. The National Mediation Office (Medlingsinstitutet), which 
was set up in 2000, reports that 88% of employees are covered by collective bargaining,  
with 83% coverage in the private sector and 100% in the public sector. 

 
Collective bargaining is prevalent in Sweden, as nearly 90 percent of all employees are covered 

by collective bargaining. However, it is important to note that collective bargaining occurs at many 
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different levels—local, industry, and national, with the industry being the key level. As such, this 

process is decentralized and plausibly better than a one-size-fits-all national approach, as it allows 

for variety and flexibility. As such, Sweden emerges unfree in this subcomponent, as the index 

reports (Sweden=4.33). However, we should also note that a high degree of collective bargaining 

can be negatively correlated with a high degree of economic development, as this example 

demonstrates.  

To have a more comprehensive grasp on collective bargaining, we also look at the Estonian 

labor market, which scored fairly high in this subcomponent (Estonia=8.61). 

According to the website worker-participation.eu: 

Around a third of employees are covered by collective bargaining in Estonia and by far the 
most important level for collective bargaining is the company or organisation, with unions 
negotiating with individual employers. However, the minimum wage is set after 
negotiations between the union confederations and the employers at national level. 
 
The 2009 Statistics Estonia survey shows that 32.7% of employees in organisations 
employing five or more are covered by collective agreements. For the majority of 
employees in Estonia, working conditions, and in particular pay, are fixed in direct 
discussions between the employer and the individual worker. Collective agreements are 
required to be registered in a national database, although not all are, as some companies 
are reluctant to provide the information. 
 
[…] The terms and conditions of employees in local government are set through 
negotiation between each individual municipality and the unions. Where an employer signs 
a collective agreement, it applies to all employees, irrespective as to whether or not they 
are union members. 
 
The number of industry level agreements and their coverage has fallen in recent years, and 
in 2014 only two such agreements remain current – covering transport and health care. […] 

 
Thirty-three percent of Estonians are covered by centralized collective bargaining. However, the 

key level this time is the organization, which implies greater flexibility in contractual agreements. 

There is, however, a minimum wage that is set at the national level, as opposed to what we saw in 

Sweden. Interestingly enough, pay and working conditions in the private sector are determined 
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between employers and individual workers; whereas, the working terms of public employees are 

decided between unions and the local government.  

Indeed, we can infer that collective bargaining is an extremely complex employment 

phenomenon. People have a right to associate with whomever they want, and therefore, a right to 

bargain collectively. At the same time, collective bargaining in practice reduces economic freedom 

and can keep the least skilled from finding employment; however, it also increases the bargaining 

power of workers in determining contractual agreements, and thus has very sound arguments for 

its use. In addition, we have seen that a high degree of economic development can correlate 

negatively (Estonia) and positively (Sweden) with a high degree of collective bargaining. In fact, 

it would be unreasonable to expect one subcomponent to have a determining impact on economic 

development. Moreover, the evidence suggests that there is no clear “silver-bullet” answer to what 

position Haitian policymakers should take because both the data (two countries) is insufficient, 

and, as we have discussed above, this is a very complex issue. Instead, it is safe to acknowledge 

that both (the Sweden and Estonian) routes are possible.  

 

iv. Hours regulations 

The next subcomponent of the labor market, hours regulations, depicts restrictions on 

workhours, workdays, and vacation. Below are the tables of the economically developing 

countries. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

 Hours Regulations 10.00 8.00 8.00 8.00 8.00 6.00 
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  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

 Hours Regulations 10.00 8.00 10.00 4.00 8.00 8.00 

 

Haiti scores 10.0, whereas the group scores 7.60, with a standard deviation of 1.58. The t-stat is 

1.52, and the scores are not statistically different at the 10% level of significance. From Doing 

Business, we gathered earlier (from hiring regulations and minimum wage) that there are some 

regulations on the legal number of days permitted to work and on paid annual leave as well as a 

premium for working during the night, weekly rest day, and overtime. However, there are no 

additional restrictions on night work, weekly holiday, or overtime work. The index attributes a 

10.0 to Haiti’s performance in this area. As such, Haiti already emerges freer than the comparison 

countries. Therefore, we cannot make any recommendations. Below are the tables for the 

economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

 Hours Regulations 10.00 6.00 10.00 8.00 4.00 10.00 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

 Hours Regulations 10.00 8.00 10.00 10.00 6.00 6.00 

 

Haiti scores 10.0, and the group averages 7.80, with a standard deviation of 2.20. The t-stat is 1, 

and the scores are not statistically different from each other. Again, we had discussed much of the 

data the index uses for this subcomponent under the subcomponent ‘hiring regulations and 
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minimum wage’. Thus, we simply refer back to this discussion and interpret the EFW score. Haiti 

surfaces freer than the high-income countries too. Therefore, we have no recommendations. 

v. Mandated cost of worker dismissal 

The next subcomponent, mandated cost of worker dismissal, studies “the cost of the 

advance notice requirements, severance payment and penalties due when dismissing a redundant 

worker with 10 years tenure” (EFW). Countries with higher associated cost of advance notice 

requirements and higher severance payments receive lower ratings. Below are the tables for the 

economically developing countries. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Mandated cost of 

worker dismissal 10.00   5.66 2.78 0.65 2.60 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Mandated cost of 

worker dismissal 10.00 2.52 6.55 6.26 2.60 4.61 

 

Haiti averages 10.00, while the group averages 3.80, with a standard deviation of 2.04. The t-stat 

is 3.04, and the scores are statistically different at the 1% level of significance. According to the 

World Bank’s Doing Business, for a Haitian worker with 10 years of tenure, the mandated cost of 

advance notice requirements for redundancy dismissal represents 17.3 weeks of that worker’s 

salary; whereas, the cost of severance pay for redundancy dismissal amounts to 4.0 weeks of the 

salary. In Dominican Republic, the mandated cost of advance notice requirements for redundancy 

dismissal constitutes 4.0 weeks of salary; while, the cost of severance pay for redundancy dismissal 
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symbolizes 41.8 weeks of salary. The comparison and the freedom score both countries receive 

inform us that the index gives considerably more weight to the cost of severance pay than that of 

advance notice requirement in its evaluation. We are not certain why, however. In any case, Haiti 

already manifests to be free in this subcomponent, so recommendations are not really needed. 

Below are the tables for the economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Mandated cost of 

worker dismissal 10.00 10.00 2.52 10.00 9.25 9.50 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Mandated cost of 

worker dismissal 10.00 10.00 10.00 10.00 10.00 10.00 

 

The group averages 9.13, with a standard deviation of 2.34. The t-stat is 0.37, and the scores are 

not statistically different. For a Chilean worker with ten years of tenure, the mandated cost of 

advance notice requirements for redundancy dismissal constitutes 4.3 weeks of salary; whereas, 

the cost of severance pay for redundancy dismissal amounts to 43.3 weeks of salary. We gain 

further evidence that the cost of severance pay has a bigger proportional impact on the freedom 

score than the cost of advance notice requirements, which tells us that the cost of severance pay is 

a more important consideration in evaluating the responsibility that employers face due to such 

laws. Haiti is too freer than Chile. 

vi. Conscription 
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The next subcomponent, conscription, examines “the use and length of military 

conscription” (EFW). Countries where there is no military conscription or where it’s possible 

although it’s never used received ratings of 10. When the length of compulsory enlistment was 

less than six months, a rating of 5 was assigned. When it was more than 6 but less than 12 months, 

a rating of 3 was given. When it was between 12 and 18 months, a rating of 1 was provided, and 

finally when conscription was more than 18 months, a score of zero was provided (EFW). 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Conscription 10.00 3.00 10.00 10.00 3.00 10.00 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Conscription 10.00 10.00 10.00 10.00 1.00 10.00 

 

Haiti averages 10.0, while the group averages 7.70, with a standard deviation of 3.74. The t-stat is 

0.61, and the scores are not statistically different. World Survey of Conscription and Conscientious 

Objection to Military Service provides insights into the Haitian and Paraguayan conscription 

system. 

There is no conscription as the armed forces were disbanded in 1994, following the fall of 
the military regime which had ruled Haiti since 1991. At present, the only armed forces in 
Haiti are paramilitary and police forces. […] The paramilitary forces are 7,000 strong - 
about 0.09 percent of the population. […] Recruitment into the Haitian National Police 
Force is voluntary. 
 
Conscription is, however, enshrined in art. 268 of the 1987 Constitution, according to 
which all men aged over 18 are liable for military service. 
 
There is no known legal provision for conscientious objection. However, arts. 52 and 53 
of the 1987 Constitution provide for a civilian service. 
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The Haitian Constitution permits compulsory enlistment into the armed forces; however, men over 

the age of 18 have not been obligated to enroll, as Haiti does not currently have a standing military. 

We know that enrollment in the police is voluntary, but we do not know if this is the case for the 

paramilitary too. Consequently, Haiti surfaces free in this component, as Haitian men have not 

been required to join the military over the last two decades. We have no recommendations. 

When we compare conscription in Haiti to that of Paraguay we see that: 

Law 569/75 regulates military service, which is compulsory according to art. 129 of the 20 
June 1992 Paraguayan constitution.  
 
All men aged 18 to 50 are liable for military service. They must take an oath of obedience 
to the armed forces and the national police. Military service lasts for one year, and two 
years in the navy.  
 
Military service is performed in either the armed forces (army, navy and air force) or the 
national police force. After performing their service conscripts are in the reserve until they 
are 50. It is not known whether this involves reservist training. In wartime women must 
assist the armed forces. 
 
It is known that in order to avoid military service conscripts buy themselves out of military 
service. This is much used by (mainly rich) young men and usually involves negotiations 
over the price with the military. Others feign illness in order to be declared unfit to serve. 

 
Similarly, Paraguayan law requires mandatory compulsory service. The length of service for the 

military is twelve months and 24 months for the navy. This helps explain the low score 

(Paraguay=1) the country receives in this subcomponent, as conscription infringes upon the civil 

liberties and economic freedoms of people in society. Moreover, we learn that the rich buy their 

way out of conscription, while others feign illness. This resonates with concerns that anti-war 

critics have; mainly, that even in free societies, it is not the sons and daughters of those in political 

office or the wealthy that go to war, but instead it is the children of the common citizen. 

Below are the tables for the economically developed countries. 
 

  Haiti Belgium Chile Denmark Estonia Hong Kong 
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Conscription 10.00 10.00 1.00 3.00 3.00 10.00 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Conscription 10.00 10.00 10.00 0.00 10.00 5.00 

 
The group averages 6.20, with a standard deviation of 4.21. The t-stat is 0.9, and the scores are not 

statistically different. The following is a description of Swiss conscription: 

Switzerland maintains conscription. According to article 58 of the constitution, “in 

principle, the armed forces shall be organised as a militia”. Although the Armed Forces 
include some professional soldiers, the great majority are conscripts. From 134'886 in 
2008, about 17,506 were officers, 22,650 non-commissioned officers, and 4,230 other 
professional soldiers or soldiers on time restricted contracts. 
 
The Swiss Army has almost no full-time active combat units but is capable of full 
mobilisation within 72 hours. There is virtually no standing army apart from training cadres 
and a few essential headquarters staff. 
 
[…] “military service shall be voluntary for Swiss women”. Women who volunteer for 
basic military training have the same obligations as male conscripts once they have been 
accepted 
 
According to article 13, the military exemption tax is rated at 3% of taxable income, and a 
minimum of 200 Swiss Franks (to be increased to 400 Swiss Franks from 2010). For 
handicapped people who are not exempt according to article 4 the tax is reduced to 50%. 

 
Conscription is both on the books and in practice in Switzerland. The excerpt does not mention 

the length of mandatory service, but, according to the rating of the index, this should be less than 

six months. Military service is voluntary for women, and there is a military exemption tax for those 

fit to serve. Consequently, Swiss conscription infringes less upon the civil liberties and economic 

freedoms of the citizenry than that of Paraguay, but much more than that of Haiti. However, this 

is the case only because the military has been disbanded in Haiti, as Haitian Constitution still 

requires conscription. 
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The second component of the area, labor market regulations, summarizes the six subcomponents 

we’ve studied above.  

C. Business regulations 

i. Administrative requirements 

The next component, business regulations, examines the regulatory aspect of business’ 

activities. Regulations and bureaucratic procedures rise as a roadblock to entry in markets and 

curtail competition. Thus they reduce economic freedom. The following subcomponents determine 

the degree to which this happens: administrative requirements, bureaucracy costs, starting a 

business, extra payments/ bribes/ favoritism, licensing restrictions, a cost of tax compliance. 

Countries that fare well in this area leave it to markets to determine prices and avoid unnecessary 

regulatory burden that restrict entry or elevate the costs of producing products.  

Below are the tables for the first sub-component which analyzes administrative requirements. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Administrative 

requirements 3.75 4.33 3.86 3.99 4.20 4.24 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Administrative 

requirements 3.75 4.04 2.87 3.89 4.70 3.97 

 
Haiti scores 3.75, and the group scores 4.01, with a standard deviation of 0.47. The t-stat is - 0.56, 

and the scores are not statiscally different. It is very difficult to find the exact data the authors of 

the index used for this subcomponent, so we use data closely pertaining to the topic. The following 
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excerpt from the 2016 Investment Climate Statement by the U.S. Department illustrates 

administrative requirements in Haiti.  

All businesses must register with the Ministry of Commerce, Haitian tax office, National 
bank, social security office, and retirement insurance office. According to the World 
Bank’s Ease of Doing Business Report, it can take 97 days to start a business in Haiti. CFI 
is Haiti’s investment promotion agency and their services are available to all investors. 
 

 The bureaucracy and "red tape" in the Haitian legal system is often excessive. 
Haiti does not have laws to specifically foster competition. Tax, labor, health, and safety 
laws and policies are theoretically universally applicable. However, they are not 
universally applied, observed, or enforced. Many in the private sector provide services, 
such as health care, for employees that are not provided by Haitian government agencies 
(US State Department). 

 
Thus, policymakers must take steps to simplify the bureaucracy and remove the excessive “red 

tape” that business owners face. In addition, lawmakers must take measures to ensure that laws 

foster competition and are evenly enforced. 

 
Here’s how the U.S. State Department characterizes the Honduran administrative requirements on 

businesses.  

In March 2015, the government of Honduras implemented the online National Investment 
Register (Foreign and National) as a starting point for creating a one-stop investment 
facility […] The government has introduced a new form and streamlined the process for 
registration of investments, including both foreign and domestic investors. Firms who 
formalize a business still must go to a municipal or chamber of commerce window to 
register the business and handle other needed permits. In May 2015, Honduras set up three 
additional one-stop facilities covering the south, center and east of the country, building on 
the success of existing municipal-level windows in San Pedro Sula and Tegucigalpa. 
 
More generally, the Honduran government has simplified administrative procedures for 
establishing a company in recent years. According to the 2016 World Bank Doing Business 
Report, the average time required for starting a business in Honduras is 14 days and 
requires 12 procedures. 
 
CAFTA-DR requires that proposed regulations that could impact businesses or investments 
be published for public comment prior to passage. The Secretariat of Economic 
Development sometimes publishes draft regulations on its website. However, the 
Honduran government does not routinely publish regulations before they enter into force 
and there is no formal mechanism for providing proposed regulations to the public for 
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comment. The lack of a formal notification process prevents most non-governmental 
groups, including foreign companies, from commenting on proposed regulations (US State 
Department). 
 

From the Honduran model, we can say that Haitian policymakers can ease the process of 

formalizing businesses in the country by making ones-stop facilities available in the various parts 

of the country. This will simplify regulatory compliance and enable the formal registration of 

domestic and foreign firms. The Haitian government should also take broader measures to reduce 

the administrative requirements and number of days to start a business that business owners face.  

In addition, publishing new rules entrepreneurs will face ahead of time can enhance citizen 

participation and feedback in the regulatory system. In turn, this contributes to a transparent 

system. Below are the tables for the economically developed countries.  

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Administrative 

requirements 3.75 2.62 5.05 4.00 5.46 6.59 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Administrative 

requirements 3.75 4.91 5.09 7.00 5.07 5.35 

 

Haiti scores 3.75, while the group averages 5.11, with a standard deviation of 1.22. The t-stat is    -

1.12, and the scores are not statistically different. According to the 2016 Investment Climate 

Statement by the U.S. State Department for Singapore: 

Singapore’s online business registration process is clear and efficient, and allows foreign 
companies to register. All businesses must be registered with the Accounting & Corporate 
Regulatory Authority (ACRA) through the website https://www.acra.gov.sg/home/ , 
including any individual, firm or corporation that carries out business for a foreign 
company. Applications are typically processed immediately after the application fee is 

https://www.acra.gov.sg/home/
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paid, but may take between 14 days to two months if the application needs to be referred 
to another agency for approval or review. A step-by-step guide to registering a business or 
company in Singapore is provided at the SME Portal (formerly known as the EnterpriseOne 
Portal): https://www.smeportal.sg/ 
 
The government establishes clear rules that foster competition and the U.S.-Singapore FTA 
enhances transparency by requiring regulatory authorities, to the extent possible, to consult 
with interested parties before issuing regulations, to provide advance notice, and comment 
periods for proposed rules, and to publish all regulations. Singapore’s legal, regulatory, 
and accounting systems are transparent and consistent with international norms. 
 
Notices of proposed legislation to be considered by Parliament are published, including the 
text of the laws, the dates of the readings, and whether or not the laws eventually pass. The 
government has established a centralized internet portal -- www.reach.gov.sg -- to solicit 
feedback on selected draft legislation and regulations, a process that is being used with 
increasing frequency. There is no stipulated consultative period, but public consultations 
typically last for four weeks, with results usually consolidated and published on relevant 
websites. As noted in the "Openness to Foreign Investment" section, some U.S. companies, 
in particular, in the telecommunications and media sectors, are concerned about the 
government's lack of transparency in its regulatory and rule-making process. 
 
Singapore strives to promote an efficient, business-friendly regulatory environment. Tax, 
labor, banking and finance, industrial health and safety, arbitration, wage and training rules 
and regulations are formulated and reviewed with the interests of both foreign investors 
and local enterprises in mind. Starting in 2005, a Rules Review Panel, comprising senior 
civil servants, began overseeing a review of all rules and regulations; this process will be 
repeated every five years. A Pro-Enterprise Panel of high-level public sector and private 
sector representatives examines feedback from businesses on regulatory issues and 
provides recommendations to the government. 
 
Local laws give regulatory bodies wide discretion to modify regulations and impose new 
conditions, but in practice agencies use this positively to adapt incentives or other services 
on a case-by-case basis to meet the needs of foreign as well as domestic companies. 
 
Procedures for obtaining licenses and permits are generally transparent and not 
burdensome, with some exceptions. Procedures can be faster for investors in areas 
considered national priorities. Singapore has established an online licensing portal to 
provide a one-stop application point for multiple licenses -- 
https://licences.business.gov.sg. 

 
Singapore facilitates its registration requirements by making it possible to do so online and by 

assuring that the system is simple and effective. The bureaucracy also helps make the system 

comprehensive by providing step-by-step guides. In addition, we learn that when regulators 

https://www.smeportal.sg/
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provide advance notice, a chance to consult with affected parties, comment periods, and access to 

impacting regulations that these measures ensure transparency in the system. Furthermore, 

regulatory bodies strive to promote an orderly and business friendly regulatory environment; this 

is accomplished for instance by reviewing all rules and regulations every five years. There is 

evidence of public participation, as businesses give feedback to the government, and as public and 

private personnel use said feedback to provide recommendations to the government. Thus, there 

is meaningful dialogue happening between all involved parties. It should not then be shocking that 

Singapore averages so well in this area (score = 7.0), whereas the high-income countries perform 

moderately poorer. The laws give regulatory bodies considerable discretion in going about 

regulations; however, this discretion seems to not be abused, as the benefits of enhancing a 

business-friendly environment are clearly understood. Indeed, this wide discretion is instead used 

to accommodate and incentive firms. Furthermore, it is easy to obtain licenses and permits, 

although there are some exceptions. Thus, Haitian lawmakers should mirror the practices and 

institutions Singaporeans have to simplify administrative requirements. 

 

ii. Bureaucracy costs 

The next sub-component, bureaucracy costs, analyzes whether the “standards on 

product/service quality, energy and other regulations (outside environmental regulations) [are lax 

or among the world’s most stringent]”. Below are the tables for the economically developing 

countries. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Bureaucracy costs 7.93 6.04 4.59 6.56 5.66 5.45 
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  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Bureaucracy costs 7.93 5.41 5.09 5.92 6.65 4.31 

 

Haiti averages 7.93, while the group averages 5.57, with a standard deviation of 0.77. The t-stat is 

3.07, and the two scores are statistically different at the 1% level of significance. The 2016 

Investment Climate Statement reports for Haiti and Paraguay by the U.S. Department of State 

maintains that “the bureaucracy and "red tape" in the Haitian legal system is often excessive” (US 

State Department). For Paraguay, the report explains that certain regulatory bodies are inefficient 

and opaque, and that partisan motivated leadership changes of those bodies negatively impact 

firms and investors. Finally, we learn that corruption is entrenched in these institutions, and that 

civil servants seek bribes to accelerate paperwork for time consuming procedures. Thus, we 

recommend that Haitian policymakers simplify their bureaucracy and remove unnecessary “red 

tape” 

Below are the tables for the economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Bureaucracy costs 7.93 1.92 3.82 1.86 3.33 3.05 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Bureaucracy costs 7.93 1.57 2.04 2.15 1.28 1.48 

 

The group averages 2.25, with a standard deviation of 0.86. The t-stat is 6.64, and the two scores 

are statistically different from each other. The excerpt below illustrates the bureaucracy of Estonia. 
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The Government of Estonia has set transparent policies and effective laws to foster 
competition and establish "clear rules of the game." However, due to the small size of 
Estonia's commercial community, instances of favoritism are not uncommon despite 
regulations and procedures designed to limit these practices. 
 
Estonia’s widely-praised "e-governance" solutions and other bureaucratic procedures are 
generally far more streamlined and transparent than those of other countries in the region 
and are among the easiest to use globally (US State Department). 

 
The Estonian model also provides evidence of the need for a transparent and straightforward 

system, albeit there is evidence of partiality in their system. In addition, the country’s great use of 

online media further simplifies the system. Thus, Haitian policymakers can also consider 

incorporating these practices in their regulatory system. 

iii. Starting a business 

The next sub-component, starting a business, examines the length of time and financial 

costs of starting a new limited liability business. The index measures three aspects of starting a 

business to do so: time, monetary costs, and minimum capital requirements. In countries with high 

ratings in this area, it takes a short period of time and is less costly to start a business. Below are 

the tables. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Starting a  business 4.25 7.75 9.11 9.06 7.96 8.99 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Starting a  business 4.25 9.10 9.46 8.81 8.46 9.55 
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Haiti scores 4.25, whereas the group has an average rating of 8.82, with a standard deviation of 

0.60. The t-stat is -7.68, and the scores are statistically different at the 1% level of significance. 

Doing Business describes starting a business in Haiti in the following procedures. With a minimum 

capital requirement close to $100, a Haitian entrepreneur must “prepare the company statutes 

(Articles and Memorandum of Association)” with a lawyer which takes 10 days. He must also 

“notarize the company deeds and articles of association” which takes 7 days along with a cost 

which varies between $230 and $470. The notary then “deposits the legally required initial capital 

in the National Bank and obtain deposit evidence” which can be done within a day. The notary 

must also “register the statutes with the Direction Générale des Impôts (DGI)” which also takes a 

day. After this the entrepreneur also completes the “registration with the Commercial Registry at 

the Ministry of Commerce and Industry and obtain the authorization of operations (Droit de 

fonctionnement). This takes 78 days and costs roughly $350. There are 6 more procedures which 

must take place, but they can all be done simultaneously with another one. The company must also 

“obtain the Tax ID number (numero d’identification fiscale -NIF) from the Tax authorities (DGI), 

pay fees, and obtain certificate of patente”, which takes 15 days and costs around $2.50 and 2% of 

initial capital”. The commercial agency must also “obtain the “Carte d’Identite Professionelle” 

from the Ministry of Commerce” which takes 17 days; “obtain special commercial books” which 

lasts 2 days and costs $80; complete the “notification to the Labor Ministry about hiring” which 

takes a day; “legalize the commercial books” which lasts 7 days and costs a little over $ 15; 

“register for social security (OFATMA)” which takes a day; and finally register for Retirement 

Insurance Office (ONA) which also takes a day (Doing Business). 
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In summary, it takes almost 4 months (114 days) and costs nearly $900 (minimum capital 

requirement + other costs) to start a business in Haiti. To have an idea on how to judge these 

numbers, we look at the requirements to start a business in Uruguay: 

A Uruguayan entrepreneur must “select and reserve the name of the company from a list of names 

provided by the one-stop shop online portal” which takes less than one day as it can be done online. 

She must also “open a bank account and deposit the initial capital” which also takes a day and 

around $200. Then she must “notarize company's bylaws and signatures” which too takes a day 

along with 0.5 of minimum capital 18.5% and minimum 40 U.R.+ notary tax. She must complete 

an “incorporation and registration of the company at one of the offices of "Empresa en el Día"” 

which takes 3 days, and “pay fees and taxes in any local payment agency” (Doing Business). 

It takes about 6 days and somewhat over $200 to start a business in Uruguay. Thus, we can say 

that there is an onerous amount of red tape Haitian entrepreneurs face in starting a limited liability 

business in terms of both time and monetary costs. As such, Haitian policymakers should take 

major steps to do away with these unnecessary regulations. Doing so will make it easier for 

entrepreneurs to start a business, and also gets rid of regulatory mechanisms bureaucrats use to 

benefit themselves. 

Below are the tables for the second group. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Starting a business 4.25 9.76 9.82 9.77 9.78 9.91 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 
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Starting a  business 4.25 9.82 9.98 9.91 9.44 9.58 

 

The group averages 9.78, with a standard deviation of 0.16. The t-stat is -34.29, and the scores are 

statistically different at the 1% level of significance. The following illustrates the process to start 

a business in New Zealand. The entrepreneur must apply “Apply online for registration with the 

Companies Office (including IRD number application and registration for GST)” which takes less 

than a day (online procedure) and costs around $ 110. There are no other procedural requirements. 

Consequently, this tells us that the burdensome time and costs to start a business we learned about 

in Haiti is unnecessary. Like New Zealand, the countries in this group enjoy relatively the same 

economic freedom score (t-stat=0.16); thus, we can safely assume that they enjoy a similar ease of 

starting a business. Therefore such challenging bureaucracy is unneeded.  

iv. Extra payments/ bribes/ favoritism 

The next subcomponent, extra payments/bribes/favoritism, analyzes how commonly firms 

make undocumented extra payments or bribes in a given industry (EFW). Below are the tables for 

the first group. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Extra payments/ 

bribes/ favoritism 2.99 2.92 5.52 3.57 4.23 4.00 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Extra payments/ 

bribes/ favoritism 2.99 4.04 4.45 3.76 2.62 7.22 
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The group averages 4.23, with a standard deviation 1.32. The t-stat is -0.95, and the scores are not 

statistically different at the 10 percent level of significance. Here’s how the transparency.org 

describes corruption in Haiti. 

Transparency International's Corruption Perception Index for 2008 ranked Haiti the fourth 
most corrupt country in the world. Transparency International's Corruption Perception 
Index for 2013 ranked Haiti the most corrupt country in the Caribbean region, ranking 
163th out of 177 countries, with little improvement from the past year. Since his 
democratically victory in 2006 election, President Preval and the Government of Haiti 
[GoH] faced several challenges to lead Haiti to democracy, among which the fight against 
corruption is one of the biggest. The bureaucracy and "red tape" in the Haitian legal system 
is often excessive. There are persistent allegations that some Haitian officials use their 
public office position to influence commercial dispute outcomes for personal gain. 
 
The GoH made incremental progress in enforcing public accountability and transparency, 
but substantive institutional reforms are still needed. In 2004, the government established 
the Specialized Unit to Combat Corruption (ULCC) in the Ministry of Economy and 
Finance. 

 
Historically, the Haitian government does very poorly when it comes to corruption. Impeachable 

accusations against those in office are very common. Moreover, we again learn about the excessive 

and burdensome bureaucracy, which tells us that this issue seems to arise in many parts of Haitian 

life. Therefore, addressing issues of corruption and simplifying an onerous bureaucracy can help 

Haiti perform better in this and other subcomponents. 

Here’s how the U.S. State Department describes corruption in Costa Rica.  

Costa Rica has laws, regulations, and penalties to combat corruption, though the resources 
available to enforce those laws have been limited. These laws extend to family members 
of officials and contemplate conflict-of-interest in both procurement and contract award.A 
series of high-profile corruption cases in previous years involving directors of state-owned 
enterprises as well as two ex-presidents have helped emphasize that even senior official 
may be prosecuted on corruption charges. Allegations of lower-level corruption are 
common, and some prosecutions have resulted. 
 
The attorney general (Fiscal General de la República), state litigator (Procuraduria General 
de la República), comptroller general (Contraloría General de la Republica), and 
ombudsman (Defensoría de los Habitantes) work together in an effort to combat corruption. 
The comptroller general, the Organization of Judicial Investigation (OIJ), and the public 
prosecutors' office investigate allegations of corruption. The comptroller general is 
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responsible for approving or rejecting public contracts, auditing results, and detecting 
instances of corruption 
 
In addition to these existing structures and safeguards, the Government of Costa Rica is 
implementing several initiatives centered on greater transparency in government. As a 
member of the Open Government Partnership (OGP), Costa Rica has been developing 
websites for many of its government offices with data sets of interest to civil society. 
 
While U.S. firms have not identified corruption as a major obstacle to doing business in 
Costa Rica, some have made allegations of corruption in the administration of public 
tenders and in approvals or timely processing of permits. Developers of tourism facilities 
periodically cite municipal-level corruption as a problem when attempting to gain a 
concession to build and operate in the restricted maritime zone.  
 
[…]In recent years, Costa Rica has seen several publicized cases of firms prosecuted under 
the terms of the U.S. Foreign Corrupt Practices Act for corrupt acts committed to the 
detriment of Costa Rican institutions. 

 
In practice, Costa Rica also faces important challenges with corruption due to weak enforcement 

mechanisms. However, we note that this level of corruption is better than what it is in Haiti 

according to the scores attributed by the index to both countries. The government seeks to makes 

the system more transparent by having information about the various state departments available 

online. Finally, there are some additional instances of in the administration of public tenders and 

processing permits.  

Below are the tables for the developed countries. 
 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

 Extra payments/ 

bribes/ favoritism 2.99 7.53 7.36 8.28 7.55 8.22 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Extra payments/ 

bribes/ favoritism 2.99 8.11 9.25 8.86 7.69 8.35 

 



André 181 
 

The group averages 8.12, with a standard deviation of 0.61. The t-stat is -8.39, and the scores are 

statistically different at the 1 percent level of significance. Here’s how the U.S. State Department 

characterizes corruption in New Zealand. 

New Zealand is renowned for its efforts to ensure a transparent, competitive, and 
corruption-free government procurement system. Stiff penalties against bribery of 
government officials as well as those accepting bribes are strictly enforced. New Zealand 
consistently achieves top ratings in the Transparency International’s Corruption Perception 
Index (CPI). In 2015, Transparency International ranked New Zealand 4th out of 168 
countries. 
 
The legal framework for combating corruption in New Zealand consists of domestic and 
international legal and administrative methods. Domestically, New Zealand’s criminal 
offences related to bribery are contained in the Crimes Act 1961 and the Secret 
Commissions Act 1910. The New Zealand government has a strong code of conduct, The 
Standards of Integrity and Conduct, which applies to all State Services employees and is 
rigorously enforced. The Independent Police Conduct Authority considers complaints 
against New Zealand Police and the Office of the Judicial Conduct Commissioner was 
established in August 2005 to deal with complaints about the conduct of judges. New 
Zealand’s Office of the Controller and Auditor-General and the Office of the Ombudsman 
take an active role in uncovering and exposing corrupt practices. The Protected Disclosures 
Act 2000 was enacted to protect public and private sector employees who engage in 
“whistleblowing”. 
 
[…] New Zealand supports multilateral efforts to increase transparency of government 
procurement regimes. New Zealand also engages with Pacific island countries in capacity 
building projects to bolster transparency and anti-corruption efforts. 

  
[…] In November 2015 the government passed an amendment to the AML-CFT Act 2013, 
which introduced a range of measures to tackle money laundering, bribery and drug-related 
crime.  
 
[…]Agencies such as the Office of the Controller and Auditor-General and the Office of 
the Ombudsmen act as watchdogs for public sector corruption. These agencies 
independently report on and investigate state sector activities. 

 
Corruption does not arise as a recognizable hindrance to businesses in New Zealand. The system 

is transparent and impartial. Strict penalties against corruption are in place both on the books and 

in practice. There are institutions put in place to investigate complaint about the conduct of police 

officers, judges, and state employees. In addition, the government has also taken steps to address 
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money laundering, bribery, and drug-related crimes. Finally, independent agencies operate as 

watchdogs to vigorously combat state corruption. Consequently, the country has been rewarded 

for its transparency in consistently achieving top ratings in anti-corruption indexes.  

 

v. Licensing restrictions 

The next subcomponent, licensing restrictions, analyzes “the time in days and monetary 

costs required to obtain a license to construct a standard warehouse”. Below are the tables.   

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Licensing 

restrictions 9.73 6.43 9.07 7.91 9.06 9.04 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Licensing 

restrictions 9.73 9.57 8.71 7.54 8.70 6.82 

 

The group averages 8.29, with a standard deviation of 1.06. The t-stat is 0.88, and the scores are 

not statistically different at the 10% level of significance. Doing Business offers insights into the 

construction permit requirements system of the countries. In Haiti, for a warehouse with an 

estimated value of $30,000, it takes 30 days to request a building permit, with an associated cost 

of over $3,000. Additionally, it takes a day for a “Municipality engineer to inspect the site”, and 

15 days to “pay necessary fees to the tax department”. It takes an additional 5 days (one day for 

each) to “obtain the construction permit, receive inspections to verify the set-out and the 

foundation, for the walls and quality of materials used, for the verification of the roof slabs, and 

for a final inspection”. Moreover, it takes 7 more days to procure an “occupancy certificate”, and 
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another day to “receive inspection for water connection and cost estimate”. Finally, it takes 21 

days to “obtain water connection from the water department”, as well as an additional $ 2,166. In 

summary, it takes 2.6 months with a cost that it is nearly 20 percent of the total value of the 

warehouse to procure a construction permit in Haiti. The actual requirements Haitian constructors 

face seem to not correlate with the economic freedom score the country receives (Haiti=9.73) in 

this subcomponent. Indeed, when one looks at the scores for the years just prior that the index 

reported, the subcomponent score averages around 3.69. Thus, perhaps this subcomponent score 

is an overseen error by the authors of the index. 

The Doing Business report provides similar information on Paraguay, but for a warehouse 

of an estimated value of $170,468. It takes 10 days to “request and obtain a no-objection certificate 

duly notarized by a public notary” and an associated cost of $25. Additionally, it takes 5 days (one 

day each) along with an associated cost of $110 to “request and obtain calculation basis form and 

affidavit; hold a pre-approval consultation with the Municipality about the project; receive 

inspection by the Municipality; request final project approval and final inspection; receive final 

inspection by municipal authorities. It takes an additional 21 days to “request and obtain building 

permit” as well as $815. Moreover, it takes 79 days to “obtain final approval by municipal 

authorities”. It takes 15 days each and a total of $310 to “request and connect to sewage service 

and request and connect to potable water service”. However these two procedures can take place 

simultaneously with another one. Finally, it takes 5 days and $5 to “register the building with the 

Treasury Department and request and obtain authenticated photocopy of the registration notarized 

by a public notary”. Consequently, it takes 4.5 months with a cost that is around 7.5 percent of the 

value of the warehouse to obtain a construction permit in Paraguay. The report uses two 

warehouses valued at different prices; since the warehouses are not the same, we cannot really 
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make a full standardized comparison.  However, we do know that as a percentage of the warehouse 

that the costs to procure the permit are almost three times in Haiti compared to what they are in 

Paraguay (20 percent in Haiti versus 7.5 percent in Paraguay). This indicates that Haitian 

constructors face a heavier regulatory burden in procuring licenses. However, we would need 

license requirements data in other industries and similar information across countries to make a 

sound recommendation. 

Below are the tables for the economically developed countries. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Licensing 

restrictions 9.73 7.46 8.44 9.87 9.24 9.84 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Licensing 

restrictions 9.73 8.29 9.40 10.00 9.02 8.41 

 

The group averages 9.00, with a standard deviation of 0.83. The t-stat is 0.88, and the scores are 

not statistically significant. Here’s a view into the Singaporean construction system for a 

warehouse with an estimated value of $2.5 million. It takes 14 days and close to $2,000 to “obtain 

written permission from the Urban Redevelopment Authority”.  Additionally, it takes 14 days and 

$2,900 to “obtain structural plan approval and building commencement permit”; 10 days and 

$1450 to “obtain building plan approval from the Fire Safety & Shelter Department (FSSD) of the 

Singapore Civil Defence Force”; 1 day each and around $100 total to “hold technical consultations 

with the Central Building Plans Unit of the Ministry of the Environment and Water Resources and 

with the Land Transport Authority”.  It takes an additional 10 days to “obtain building plan 
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approval with the Building & Construction Authority (BCA)”; 0.5 days to “make an online 

declaration of risk management implementation and notify the Commissioner for Workplace 

Safety and Health”; 7 days and around $1,000 to “obtain water and sewage connection”. Finally, 

it takes 1 day to “receive final inspection and approval” and 10 days to “Obtain certificate of 

statutory completion.” As such, it takes about 2.3 months with a cost that is 0.3 percent of the value 

of the warehouse to get a construction permit in Singapore. Thus, it takes about the same amount 

of time and costs substantially less to obtain a permit to construct in Singapore; the difference is 

even more pronounced in practice when we consider that the warehouse used in evaluating the 

Singaporean business environment has a considerably higher value (and therefore, presumed to 

face more regulatory challenges) than the one used in analyzing the Haitian business climate. 

Therefore, this gives us credible insights that Haitian constructors face an unnecessary heavy 

regulatory costs burden that policymakers should rein in. 

vi. Cost of tax compliance 

The next subcomponent, cost of tax compliance, illustrates the time needed each year for 

an enterprise to prepare, file, and pay taxes. This includes corporate income tax, value added or 

sales tax, and taxes on labor. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Cost of tax 

compliance 7.94 0.00 8.17 6.37 2.67 6.41 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 

Cost of tax 

compliance 7.94 7.49 5.87 7.68 5.76 6.50 
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Haiti scores 7.94, and the group averages 5.69, with a standard deviation of 2.50. The t-stat is 0.9, 

and the scores are not statistically different. Doing Business offers some insights into the tax 

system of our concerned regions. In Haiti, for a medium-size company, there are 4 corporate 

income tax payments a year. The statutory tax rate is 30 percent, and it takes 40 hours to prepare, 

file, and pay said taxes. The tax base is taxable profits, and the total tax rate as a percentage of 

profits is 22.32 percent. In addition, there are 12 value-added tax payments in a year, which takes 

up to 72 hours and has a statutory tax rate of 10 percent. The tax base is value added and the total 

tax rate represents zero percent of profits. There is no reported sales or labor tax. Thus, it takes a 

total of 4.67 days (112 days) to prepare, file, and pay taxes in Haiti. 

In comparison, in Costa Rica there is a single corporate income tax payment per year, 

which takes 18 hours. The statutory tax rate is 30 percent. The tax base is taxable profits and the 

total tax rate represents 19.31 percent of profits. There is no reported value-added tax. The general 

sales tax is done once a year and takes 74 hours. The statutory tax rate is 13 percent. The tax base 

is value-added and the total tax rate represents zero percent of profits. There is no reported labor 

tax. Hence, it takes about 3.8 days (92 hours) to prepare, file, and pay taxes in Costa Rica. The one 

tax payment per year also implies Costa Rican managers face fewer challenges in complying with 

tax requirements, as opposed to the four yearly payments Haitian managers have to go through.  

Below are the tables for the second group. 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Cost of tax 

compliance 7.94 8.21 6.74 8.54 9.09 9.13 
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  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Cost of tax 

compliance 7.94 8.62 8.30 9.08 8.63 9.29 

 

The group averages 8.56, with a standard deviation of 0.74. The t-stat is -0.84, and the scores are 

not different from each other. In Switzerland, there is a single corporate income tax payment, 

which takes up 15 hours. The statutory tax rate is 18.97 percent. The tax base is taxable profit, and 

the total tax rate represents 4.81 percent of profits. There is no reported sales tax or labor tax. 

However, there are four value-added tax payments, which take up to 8 hours. The statutory tax 

rate is 8 percent. The tax base is value-added, and the total tax rate represents zero percent of 

profits. In summary, Swiss managers can file, prepare, and pay their taxes in about a day (23 

hours); they only have to do this once a year; and, they face a smaller tax burden. Consequently, 

Haitian lawmakers can use the Swiss example as a model to reduce the tax compliance challenges 

and tax burden that controllers in the country face. The third component of the area, business 

regulations, summarizes the six subcomponents we have just studied. 

 Conclusion: Area 5 

 The fifth area of the index, regulation, summarizes all of the components above. Below are 

the tables for both groups. 

  Haiti Bolivia Costa Rica 

Dominican 

Rep. Ecuador El Salvador 

Regulation 7.43 6.02 6.57 6.65 6.42 6.50 

 

  Haiti Honduras Jamaica Nicaragua Paraguay Uruguay 
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Regulation 7.43 6.65 7.91 7.42 6.40 6.62 

 

  Haiti Belgium Chile Denmark Estonia Hong Kong 

Regulation 7.43 7.59 7.18 8.11 7.89 9.03 

 

  Haiti Netherlands New Zealand Singapore Sweden Switzerland 

Regulation 7.43 7.63 8.63 8.48 7.86 8.07 

 

Haiti averages 7.43, while the regional countries average 6.72, with a standard deviation of 0.55. 

With a t-stat of 1.30, Haiti is not statistically freer than the regional countries. The high-income 

countries average 8.05, with a standard deviation of 0.55. The t-stat is -1.13, but the high-income 

countries are also not statistically freer than Haiti. For private sector credit, almost three-quarters 

of all loans are provided to only 10 percent of borrowers. This can be attributed to the lack of proof 

of ownership of real property, lack of reliable credit worthiness information, and uneven 

commercial bank penetration in the provincial areas. Thus, authorities need to address cadastral 

and civil registry deficiencies which can increase credit access and enhance daily commercial 

activities. Credit is provided on market terms, and foreigners have equal access as locals. The 

regional countries face similar challenges as Haiti, such as developmental gaps in the efficiencies, 

access, and depth of their institutions and markets. These issues can be tackled by strengthening 

the right to property, easing the securing of collateral, improving the judicial system and protecting 

the rule of law, fighting corruption, disclosing appropriate financial and credit information, 

implementing rules over the financial system thoughtfully and cautiously, and using benchmarked 
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instruments with conventional maturities for securities. We also learned that financial instability 

can ensue when financial development outruns adequate but flexible regulation and supervision. 

The Hong Kong model showed that access to credit is increased by assuring lenders and borrowers 

have strong legal rights under collateral and bankruptcy laws and making sure that the scope, 

coverage, accessibility of credit information is of a high degree. The component credit market 

regulations condenses those three subcomponents.  

For hiring regulations and minimum wage, fixed-term contracts and their cumulative 

duration are decided between employers and employees. However, the minimum wage is far above 

the average value added per worker; consequently, workers that could instead find employment at 

wages lower than the minimum wage might remain unemployed than otherwise. Danes use 

collective bargaining instead of a minimum wage to determine wages. In theory, this means that 

the Danish labor market is free, but, in practice, there are valid issues that arise with collective 

bargaining itself. In any case, collective bargaining at different levels arises as a better alternative 

to one-size-fits-all nationally mandated minimum wages, as this process provides more flexibility 

to workers and employers in determining the terms of contracts.  

Furthermore, there are six maximum legal number of work days in Haiti; overtime is 50 

percent of hourly pay; and, the mandated average annual paid leave is 13 days. There are no 

mandates on dismissal or dismissal due to redundancy, as well as on equal pay for equal work. In 

addition, a mother gets 42 days of maternity leave that are fully paid. Workers can create or join 

unions, get five fully paid days of sick leave but do not get on-the-job training. When the rights of 

employees are infringed upon, there is administrative or judicial relief, and a labor inspection 

system also exists. Finally, the average notice periods for redundancy dismissal and average 

severance pay are respectively 10.1 weeks of salary and 0 weeks of salary. The comparing 



André 190 
 

countries in both groups share a lot of similarities with Haiti in this section, although the areas in 

which they differ are not notable.  

The collective bargaining power of unions in Haiti is weak, and so there are many 

opportunities for employers and workers to decide the terms of contracts one-on-one. In addition, 

workers face important retaliations and harassment in the event that they organize. Unions are 

discriminated against, and businesses hinder the flow of the affairs of unions. These practices are 

enabled by a weak judicial system and a weak labor inspectorate. Thus, the right to freely associate 

through collective bargaining is not effectively protected in Haiti. In Paraguay, the right to bargain 

is severely hindered, as the government actively undermines unions. Collective bargaining covers 

9 out of each 10 workers in Sweden. However, collective bargaining doesn’t happen simply at the 

national level, which like minimum wage, can hinder flexibility. Rather, collective bargaining 

occurs at the local, industry, and national levels, with industry being the key level. Thus, this allows 

for variation in contractual terms. Thus, collective bargaining arises as an alternative practice to 

empower and protect workers other than nation-wide regulations and minimum wage laws. 

However, although in theory collective bargaining aligns with economic freedom (right to free 

association), it too can lock out the least skilled out of the workforce, which therefore can reduce 

economic freedom in practice. In addition, it is worth mentioning that the Estonian model is 

completely different. Three out of every 10 workers are covered via collective bargaining, with 

the key level being the organization, which further allows for more diversity in employment terms. 

However, there is a national minimum wage, but pay and working conditions are largely privately 

determined. Thus this tells us that there is no straightforward answer as to how high-income 

countries address the immense complexities of labor markets. Whatever model the political 

process and the people come up with is bound to have its pros and cons. Rather, we should perhaps 
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instead focus on which labor market model achieves our desired normative goals the most. Our 

work here is insufficient for such a determination, although we at the same time gain appreciative 

insights.  

For a Haitian worker with 10 years of tenure, the mandated cost of advance notice 

requirements for redundancy dismissal represents 17.3 weeks of that worker’s salary; while, the 

cost of severance pay for redundancy dismissal amounts to 4.0 weeks of the salary. Haiti is freer 

than the comparison countries in both groups. According to the index’s evaluation, the cost of 

severance pay has a more pronounced effect on economic freedom than that of advance notice 

requirement. Compulsory enlistment is constitutional. However, Haiti has not had a standing 

military for the past 20 years; thus, in practice conscription is not in effect. Police service is 

voluntary, although we are uncertain if paramilitary service is likewise. Paraguayan and Swiss law 

both approve of conscription, and it is in effect in practice. The length of military service is 12 

months but 24 months for navy service in Paraguay. We are uncertain of the length of service in 

Switzerland. In Paraguay, the rich do buy their way out of military service, while others feign 

illness. This illustrates a common concern among anti-war critics that the children of the politically 

connected or wealthy do not go to war, but it is instead the sons and daughters of the average 

citizen.  

Furthermore, we learn that the Haitian regulatory system is burdensome and full with “red 

tape”. Additionally, corruption is very entrenched in the system. Therefore, we recommend 

facilitating the process of formally registering businesses and enabling people to do so online 

whenever possible. Advance notice, comment periods, access to regulatory information,  

consulting with the affected parties of regulations, and including the public (impacted parties) in 

the decision making process of regulations in a dialogue-like approach help ensure integrity and 
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transparency in the system. We learn that the greater and more genuine the extent of the dialogue, 

the more transparent the system will be. It is also beneficial to review and update existing rules 

every once in a while (about five years). It is also important that regulatory bodies understand the 

benefits of a business-friendly environment, and that they accommodate businesses in complying 

with the simple and impartial rules that they put forth. Additionally, licenses and permits should 

be procurable with ease.  

For starting a business, it takes about 4 months and costs around $900 to start a business in 

Haiti. In contrast, this same process will take 6 days and costs $200 in Uruguay, and it will take 

less than a day and costs around $110 in New Zealand. Thus, Haitian entrepreneurs face an 

extremely burdensome and unnecessary bureaucracy. Haitian policymakers should then take steps 

to ease the path to start a business in Haiti. Moreover, the Haitian government does very poorly in 

regards to corruption even when compared to world standards. The New Zealand model showed 

many ways to combat corruption, ranging from robust investigative institutions and independent 

watchdog agencies that look into the complaints of the conduct of public officials to strict penalties 

in laws and in practice to vigorously combat bribery, money laundering, and drug-related crimes. 

This in turn has enabled New Zealand to have the fourth most anti-corrupt system around the 

globe. 

To obtain a construction permit in Haiti, it will take about 2.6 months and costs about 20 

percent of the total value of the warehouse. However, it takes 4.5 months with a cost that is around 

7.5 percent of the value of the warehouse in Paraguay. Finally, it takes about 2.3 months with a 

cost that is 0.3 percent of the value of the warehouse to get a construction permit in Singapore. 

Consequently, although it seems as though it takes more time in Paraguay and about the same 

amount of time in Singapore, and fairly costs less in Paraguay and considerably costs less in 
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Singapore to obtain a permit to construct, the ease to actually obtain a permit is reflected in the 

system of the comparing countries, as the value of the warehouse being considered in those 

countries is notably more. Thus, Haitian constructors face a significantly heavier regulatory burden 

to procure licenses. Therefore, we recommend that the process should be faster and less expensive. 

Furthermore, it takes a total of 4.67 days to prepare, file, and pay taxes in Haiti. Haitian financial 

controllers have to go through this process four times a year. In contrast, it takes about 3.8 days to 

do the same in Costa Rica, and there is just one required tax payment per year. Finally, Swiss 

corporate financial managers can complete their taxes in about a day, and they only have to do this 

once a year. Thus, we recommend simplifying the process to prepare, file, and pay taxes in Haiti. 

In addition, a single yearly corporate tax payment arises less challenging than four corporate tax 

payments a year. 

In this area too, all high-income countries emerge highly free, with clear evidence of limited 

government oversight (average = 8.05 and standard deviation = 0.55). This is the case for all 

countries again irrespective of whereabouts. As such, we infer a close relationship between high 

levels of economic development and largely free regulatory structures mixed with limited 

government oversight.  

Conclusion: Policy recommendations 

We started this thesis to 1) discover how policymakers can develop the economy of Haiti 

and) 2) to discern the role economic freedom can play in economic development. Here’s what we 

found using tables that summarize the economic freedom of both comparison groups to Haiti. (The 

following explains how to interpret the tables. The tables bellow illustrate how Haiti fares relative 

to the two comparing groups. When the difference in scores for a component is not statistically 

significant, it is denoted as ‘similarly free’. When it is statistically significant at the 10 percent 
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level, this is indicated as ‘moderately freer’ if the comparing group is freer or ‘moderately more 

restricted’ if the comparing group is less free. When the disparity is significant at the 5 percent 

level of significance, it is denoted as ‘significantly freer’ or ‘significantly more restricted’. When 

this discrepancy is significant at the 1 percent level of significance or more, it is designated as 

‘superlatively freer’ or ‘superlatively more restricted’. Finally, if the t-stat is very close to the next 

significance level, we mention this in parentheses for the reader to make a more personalized 

judgement. The colors in the background buttress the denotations: yellow = similar; green = freer, 

with varying hues indicating to what degree (moderately, significantly, or superlatively freer); red 

= more restricted, with respective varying hues.) 

Area 1: Policy recommendations 

  

Comparison of both groups relative to Haiti: summary 
Sub-components, 

Components, Areas, and 
Index Summary Economically developing countries  Economically developed countries 

  
   

A
re

a
 1

 Government Consumption 
Similarly free (t-stat = +1.61) Significantly more restricted 

Transfers and subsidies 
Similarly free Moderately more restricted 

Government enterprises and 

investment Similarly free Similarly free 

Top marginal income tax rate 
Similarly free Similarly free 

Top marginal income and 

payroll tax rate 
Undetermined (score unreported 

for Haiti ) 
Undetermined (score 
unreported for Haiti ) 

 Top marginal tax rate 
Similarly free Similarly free 

Size of Government 
Similarly free Similarly free 

 

The first area, size of government, analyzes “the extent to which countries rely on the 

political process to allocate resources, goods and services” (Gwartney, Lawson, Hall 3). Haiti is, 

on average, just as free as both groups; however, in government consumption and transfers and 
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subsidies Haiti is statistically freer than both groups. This is a consequence of weak technical 

capacity to collect taxes in Haiti rather than a true appreciation of the freedom to choose by those 

in political office. Thus, the disparity is more artificial than real.  

Notably, in the second group of countries, we found evidence of a negative correlation 

between high levels of economic development and low levels of government spending for 

countries like Hong Kong, Chile, Singapore, and Switzerland. In addition, there is also evidence 

of high levels of economic prosperity and extensive welfare states for many countries in 

Continental Europe and Scandinavia—thus, a positive correlation. Further research illustrates that 

these nations in Scandinavia and Continental Europe had low levels of government spending while 

they were developing, but once they had become developed that they enlarged their welfare states 

(Wood; Norberg). Thus, it is significant to take into account the ‘video’ of economic development 

and not just its ‘photo’ to fully understand the role the government can play in resource allocation. 

Equally importantly, there is evidence that the citizens of both groups of countries enjoyed the 

desired social benefits we often argue for in society—access to education, healthcare, and etc.… 

(Holcombe). However, our work did not address concerns regarding future growth and replica vs. 

population homogeneity. Thus, as policy recommendations, Haiti should maintain a relative small 

size of government while developing; however, after being developed, there are two paths it could 

take: one where the government played a small role in resource allocation and distribution and one 

in which it played a large one.  

Area 2: Policy recommendations 

  Comparison of both groups relative to Haiti: summary 
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Sub-components, 
Components, Areas, and 

Index Summary 
Economically developing 

countries  
Economically developed 

countries 
  
  
  
  

  
  
A

re
a

 2
 

Judicial independence 
Similarly free Superlatively freer 

Impartial courts 
Superlatively freer Superlatively freer 

Protection of property rights 
Superlatively freer Superlatively freer 

Military interference in rule of 

law and politics Significantly freer Superlatively freer 

Integrity of the legal system 
Moderately freer Superlatively freer 

Legal enforcement of 

contracts Similarly free Superlatively freer 

Regulatory restrictions on the 

sale of real property Superlatively freer Superlatively freer 

Reliability of police 
Similarly free Superlatively freer 

Business costs of crime 
Similarly free Superlatively freer 

Legal System & Property 

Rights Superlatively freer Superlatively freer 

 

The second area of the index, the legal system and property rights, examines the extent to 

which the government protects people and their just earned property. Haiti does very poorly in 

this area relative to the comparison countries; both the regional countries and the high-income 

countries are statistically freer than Haiti by three standard deviations or more. Haitian 

policymakers have to ensure that the judiciary and legislative are independent branches of 

government, as they are often undermined by the executive. Thus, we recommend a move 

towards equal and independent branches of government. Furthermore, there needs to be a 

consistent exercise of the rule of law, which will limit the power of those in office. In addition, 

public access to information should be guaranteed, and the press (news reporters) should not 

be restricted—that is the country needs a free press. In this way, a free press and the public can 

assure transparency and integrity in the system, as well as hold those in political office 
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accountable. We also see that effective law enforcement mechanisms, more training for judges, 

updating the laws individuals face up to modern standards, and increased judiciary oversight 

are also very important. The courts also need adequate resources to assume their responsibility; 

judges need to be paid enough, be protected from intimidation, and not be overcrowded with 

cases. Furthermore, audit institutions, ombudsmen, and electoral management bodies need to 

be entrenched in government to fight against corruption and human rights violations. 

Haitian lawmakers need to also ensure that there are enough cadastral and civil registries 

around the country so people can register property, and they should incentivize people to 

register said property. Policymakers should implement strong protections for property rights 

in law and in practice. The process to acquire and sell property should also be simplified, as it 

is currently too lengthy and too bureaucratic.  

Moreover, officials need to guarantee political stability and individual security in the 

country, as violent demonstrations and political infighting are frequent. The importance of 

addressing these two factors (and similar ones) to development cannot be exaggerated and is 

so for simple reasons. People are reluctant to do business in places where they know there is 

political instability and corruption, and there is no real economic freedom without individual 

and property protection (Holcombe; Gwartney, Lawson, Hall 5). Additionally, the country also 

needs more police officers, a fairer distribution of said officers in the provincial regions, and 

adequate resources for the police (like cars and fuel) to address serious social and economic 

costs of crime (human rights violations) that have occurred in the country. We learn that 

community participation can help in addressing these security issues better than iron-fisted 

policies. 
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Finally, our work shows that this area of the index is the most important to true economic 

freedom and economic prosperity; it is strongly indicative of economic development. All high-

income countries do very well in this area, whether we are referring to those of Scandinavia, 

Continental Europe, Asia, or Latin America. We can assert with solid credence that meaningful 

economic development is extremely unlikely for countries that do poor in this area; however, 

even minimal improvements are significant to development, as the performance of the 

economically developing countries indicates. Indeed, exploring the five areas of the index, we 

notice that Haiti is as statiscally free as both groups of countries, except in the legal system 

and property rights—where this disparity is extremely pronounced—and in the monetary 

system—where this difference moderately arises. Therefore, we come to a specific and a 

general conclusions. Specifically to Haiti, we infer that the economic development challenges 

that the country currently faces can largely be attributed to its shortcomings in this area. 

Furthermore, and more generally for all countries, concepts such as rule of law, equal branches 

of government, transparency, anti-corruption mechanisms, free press, individual security, 

political stability, and full democracy are crucial to real economic freedom and meaningful 

economic prosperity. 

Area 3: Policy recommendations 

  

Comparison of both groups relative to Haiti: summary 
Sub-components, 

Components, Areas, and 
Index Summary 

Economically developing 
countries  

Economically developed 
countries 

A
re

a
 3

 

Money growth 
Similarly free Similarly free 

Standard deviation of inflation 
Similarly free Similarly free 

Inflation: Most recent year 
Similarly free Superlatively freer 
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Freedom to own foreign 

currency bank accounts Similarly free Superlatively freer 

Sound Money 
Similarly free Superlatively freer 

 

The next area, sound money, investigates how reliable the monetary system is in enabling 

individuals and firms to plan accurately for the future. Haiti arises fairly free in this area 

(average=7.79) and fares just as well as the countries in Latin America and the Caribbean; 

however, the high-income countries still do statistically better than Haiti (average = 9.46; t-

stat= -4.61). In any other area, we would colloquially consider a score of 7.79 as ‘highly free’, 

but the freedom performance of the high-income countries in this area tells us that this level of 

monetary freedom is still insufficient. Here too, all economically developed countries, whether 

it be those in Asia, Latin America, Continental Europe, or Scandinavia do distinctively well in 

this area. So, there is a very close relationship between high levels of economic development 

and a strongly reliable monetary system. This too makes sense. Individuals need to be able to 

soundly plan for the future, especially when highly-valued contracts span over decades, and it 

is a robust monetary system that addresses that. 

Specifically, we found that Haiti experiences too much inflation, and Haitians do not have 

enough access to foreign currency accounts or to foreign banks. High rates of inflation 

undermine the monetary functions of the gourde (the national currency) as a store of value, 

unit of account, and as the best commodity for exchange. Since monetary economist Milton 

Friedman informed us that inflation is a “monetary phenomenon of too much money chasing 

too few goods”, the Director General (currently, Jean Baden Dubois) of the Banque de la 

République d’ Haiti (the central bank of Haiti) should assure that the money supply is aligned 

with the gross domestic product (GDP) of the country. This should rein inflation in. 
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Furthermore, facilitating the possibility of owning foreign currency bank accounts can make 

other more reliable currencies available in the country, while addressing issues concerning 

good governance will encourage foreign bank participation. These other more reliable 

currencies will arise as better commodities for exchange, better stores of value, and better units 

of account. In turn, individuals can switch to using these more reliable currencies that do not 

experience as much inflation as the gourde, and thus, plan more effectively for the future. This 

can also help create competition among monies, which may put a check on the monetary policy 

put forth by the Banque de la République d’ Haiti (Holcombe). More generally, we conclude 

that a robustly reliable monetary system is too very important to genuine economic 

development. 

Area 4: Policy recommendations 

  

Comparison of both groups relative to Haiti: summary 
Sub-components, 

Components, Areas, and 
Index Summary Economically developing countries  Economically developed countries 

  
  
A

re
a

 4
 

Revenue from trade taxes (% 

of trade sector) 
Undetermined (score 
unreported for Haiti ) 

Undetermined (score unreported 
for Haiti ) 

Mean tariff rate 
Similarly free Similarly free 

Standard deviation of tariff 

rates Significantly more restricted Similarly free 

Tariffs 
Similarly free Similarly free 

Non-tariff trade barriers 
Similarly free Moderately freer 

Compliance costs of importing 

and exporting Similarly free Superlatively freer 

Regulatory trade barriers 
Similarly free Superlatively freer 

 Black market exchange rates 
Similarly free Similarly free 

 Foreign 

ownership/investment 

restrictions Significantly freer Superlatively freer 
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Capital controls 
Significantly more restricted Similarly free (+1.62) 

Freedom of foreigners to visit 
Similarly free Significantly more restricted 

Controls of the movement of 

capital and people 

Moderately more restricted 
(+1.94) Similarly free 

4  Freedom to trade 

internationally Similarly free Similarly free 

 

The next area of the index, freedom to trade internationally, studies the degree to which 

individuals and firms are to trade with one another internationally. Haiti fares on average just as 

well as both groups of countries, although there are a few areas where Haiti is either statistically 

freer or more restricted than the comparison countries. From the areas in which Haiti is more 

restricted, we maintain that policymakers should improve the nation’s infrastructure, address the 

burdensome administrative procedures entrepreneurs face in trading internationally, update 

automated customs systems, and help meet international sanitary standards. These measures will 

facilitate the transport and ease the process of importing and exporting goods in and out of the 

country; they can also help in increasing trade with high-income countries in meeting their sanitary 

standards. Furthermore, addressing issues related to good governance and property rights 

protection can help significantly in attracting foreign investors to the country. 

In this area too, we see a high level of economic freedom in international trade accompanied 

with a light regulatory touch (average = 8.18; std. dev = 0.58). This is the case for all countries in 

our dataset regardless of geographical location (Latin America, Scandinavia, Continental Europe, 

and Asia). In fact, when we closely examined the trade policies of Hong Kong, all imports 

(agricultural or non-agricultural) were duty-free regardless of the country of origin. At the same 

time, we acknowledge evidence of some still very light regulatory touch on overall international 

trade in Hong Kong, as the special administrative region earned a score of 9.11 by the index, 
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instead of a perfect 10. This gives strong evidence that high levels of economic freedom very 

closely correlate with free trade accompanied by a light regulatory touch. It also shows that 

restrictions on trade (tariffs and non-tariffs) are largely beneficial only to special-interest groups, 

established market players, and those in political office. In other words, protectionism does not 

benefit the common citizen. As the authors of the index puts it, voluntary international exchange 

(like voluntary domestic trade) is a positive-sum game. That is, all involved parties benefit, and it 

is this benefit that incentivize the parties to trade. Finally, the authors conclude that, “the freedom 

to trade internationally […] contributes substantially to our modern living standards” (Gwartney, 

Lawson, and Hall 6). We can see how that is possible in the sense that international trade expands 

the division of labor, makes goods and services cheaper and better, and encourages innovation by 

increasing competition.  

Area 5: Policy recommendations 

Comparison of both groups relative to Haiti: summary 

Sub-components, Components, 
Areas, and Index Summary Economically developing countries  Economically developed countries 

 A
re

a
 5

 

Ownership of banks Undetermined (score unreported 
for Haiti ) 

Undetermined (score unreported 
for Haiti ) 

 Private sector credit 
Similarly free Superlatively freer 

Interest rate controls/negative 

real interest rates) Similarly free Superlatively freer 

Credit market regulations 
Similarly free Superlatively freer 

Hiring regulations and 

minimum wage Similarly free Similarly free 

Hiring and firing regulations 
Similarly free Similarly free 

Centralized collective 

bargaining Similarly free Similarly free 

 Hours Regulations 
Similarly free Similarly free 
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Mandated cost of worker 

dismissal Superlatively more restricted Similarly free 

Conscription 
Similarly free Similarly free 

 Labor market regulations 
Significantly more restricted Similarly free 

Administrative requirements 
Similarly free Similarly free 

Bureaucracy costs 
Superlatively more restricted Superlatively more restricted 

Starting a  business 
Superlatively freer Superlatively freer 

Extra 

payments/bribes/favoritism Similarly free Superlatively freer 

Licensing restrictions 
Similarly free Similarly free 

Tax compliance 
Similarly free Similarly free 

Business regulations 
Similarly free Similarly free 

5  Regulation 
Similarly free Similarly free 

 

The fifth area of the index, regulation, assesses how regulated markets are. Here too, Haiti does 

on average just as well as both groups, except in some components where it is again either freer or 

more restricted. We recommend that policymakers should maintain a regulatory structure that 

facilitates the operation of foreign banks in the country and that of national banks overseas. That 

is, in other words, they must address concerns with honest governance and securing rights to 

property. Additionally, concerns regarding favoritism, bribes, and extra payments arose 

entrenched in the business regulatory system. Consequently, we note that addressing the problems 

the country faces with rule of law, corruption, and property rights protection can help improve its 

economic environment in all the other areas of the index, except in size of government. This 

discovery tells us that the institutions that create a full democracy have relevance in four out of the 

five areas of economic freedom of our index. 
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 In addition, lawmakers should remove interest rate controls that are impacting credit markets. 

They should also ease the process of starting a business, as it is currently very time-consuming and 

costly. For instance, it takes less than a day and costs around $110 to start a business in New 

Zealand, whereas it takes on average four months and costs nearly $900 to do the same in Haiti. 

In this area too, all high-income countries emerge highly free, with clear evidence of limited 

government oversight (average = 8.05 and standard deviation = 0.55). This is the case for all 

countries again irrespective of whereabouts. As such, we infer a close relationship between high 

levels of economic development and largely free regulatory structures mixed with limited 

government oversight.  

Economic Freedom Summary Index: Policy recommendations 

  

Comparison of both groups relative to Haiti: summary 

Sub-components, 
Components, Areas, and Index 

Summary Economically developing countries  Economically developed countries 

S
u

m
m

a
ry

 

Economic Freedom Summary 

Index 

Similarly free Moderately freer (-1.91) 

 

 We can now put forth answers in regards to the two objectives we had in launching this 

thesis--1) to discover how policymakers can develop the economy of Haiti and) 2) to discern the 

role economic freedom can play in economic development. Haiti is overall just as free as the 

economically developing countries, but is more restricted by approximately two standard 

deviations than the economically developed countries. For meaningful economic development to 

occur in Haiti, significant reforms are needed in the legal system and property rights protection 
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practices of the country. Even small improvements in this area is correlated with important social 

and economic benefits, as the performance of the regional countries illustrates.  

Since our work stems from a sentiment to discover the practices that enhance the conditions 

of life on earth for our fellow men and women, we must recognize that these economic and social 

benefits are very real when considered in practice. For instance, many Haitians attempt to 

immigrate towards the Dominican Republic, the other side of the island. Amnesty International, 

an NGO which focuses on infringement on human rights (including other organizations) has 

rigorously documented numerous cases of human rights violations that Haitians and Dominicans 

of Haitian descent face in the Dominican Republic in the recent and distant pasts. We do not 

include this to lay judgement one way or another, but to show that Haitians (and many other 

peoples of the world) take these serious migratory risks to simply earn a piece of bread and create 

a better life for themselves and their loves ones. The Dominican Republic averages a 4.68 in area 

two of the index, whereas Haiti averages one of 2.44. To a very large extent, this “small” 2.44-

difference is why people are willing to take these migratory risks. Thus, again we maintain that 

even small improvements in area two of the index translate into serious social and economic 

welfare. Finally, although implementing reforms will no doubt be challenging, the economic 

miracles of Chile, Singapore, and Hong Kong prove that achieving said reforms is not impossible. 

Secondly, Haitian lawmakers need to also strengthen the monetary system. Inflation has to 

be kept under control by keeping the money supply in line with GDP. In addition, individuals need 

increased access to foreign currency bank accounts, which will provide them with other more 

reliable currencies to base their plans on. While addressing problems with good governance will 

also help with foreign bank and foreign investor participation in the country. 
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Now we also arrive at some conclusions that are pertinent to all countries. We found that 

concepts such as rule of law, equal branches of government, transparency, anti-corruption 

mechanisms, free press, individual security, political stability, strong protections for property 

rights, and full democracy are crucial to real economic freedom and are very strong indications of 

the likelihood of economic development. In addition, we found that economic freedom is highly 

correlated with economic prosperity in the legal system and property rights, sound money, freedom 

to trade internationally, and regulation. This is so whether we are referring to city-states and special 

administrative regions of East Asia or the countries in Scandinavia, in Continental Europe, or in 

Latin America. In addition, we also acknowledge that economic freedom does not terminate the 

debate alone. In the last three areas, we also see evidence of light to limited government 

involvement. (We exclude area two because economic freedom in this area has to do with good or 

bad governance, not the existence or inexistence of government.) Analyzing the performance of 

the high-income countries in these three areas, we repetitively see a mixture of high degrees of 

economic freedom with light to limited regulatory structures. Doing the same analysis for area 

two, we see too that good governance (economic freedom) very strongly correlates with the 

likelihood of economic development.  

 In size of government, we see evidence of high levels of economic development 

accompanied by limited government involvement in the allocation and distribution of goods and 

services.  We also see high levels of economic prosperity juxtaposed to extensive welfare states. 

This tells us that economic freedom can also negatively correlate high economic development. 

Additionally, we argue that these extensive welfare states occurred after economic development 

and not before, which is an important context to take into account (Wood; Norberg). Furthermore, 

we recognize that concerns regarding future growth and replica vs. population homogeneity are 
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still legitimate. Thus, we recognize that 1) economic freedom is central to economic development, 

and 2) there is a legitimate limited role for the government to play in all five areas, and 3) this 

government role can also be extensive in size of government, with the country all the while 

maintaining economic prosperity. 

The full table comparing both groups of countries to Haiti is reported below for convenience. 

  

Comparison of both groups relative to Haiti: summary 
Sub-components, 

Components, Areas, and 
Index Summary Economically developing countries  Economically developed countries 

  
   

A
re

a
 1

 Government Consumption 
Similarly free (t-stat = +1.61) Significantly more restricted 

Transfers and subsidies 
Similarly free Moderately more restricted 

Government enterprises and 

investment Similarly free Similarly free 

Top marginal income tax rate 
Similarly free Similarly free 

Top marginal income and 

payroll tax rate 
Undetermined (score 
unreported for Haiti ) 

Undetermined (score unreported 
for Haiti ) 

 Top marginal tax rate 
Similarly free Similarly free 

Size of Government 
Similarly free Similarly free 

  
  
  
  

  
  

 A
re

a
 2

 

Judicial independence 
Similarly free Superlatively freer 

Impartial courts 
Superlatively freer Superlatively freer 

Protection of property rights 
Superlatively freer Superlatively freer 

Military interference in rule 

of law and politics Significantly freer Superlatively freer 

Integrity of the legal system 
Moderately freer Superlatively freer 

Legal enforcement of 

contracts Similarly free Superlatively freer 

Regulatory restrictions on the 

sale of real property Superlatively freer Superlatively freer 

Reliability of police 
Similarly free Superlatively freer 

Business costs of crime 
Similarly free Superlatively freer 

Legal System & Property 

Rights Superlatively freer Superlatively freer 
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A
re

a
 3

 Money growth 
Similarly free Similarly free 

Standard deviation of 

inflation Similarly free Similarly free 

Inflation: Most recent year 
Similarly free Superlatively freer 

Freedom to own foreign 

currency bank accounts Similarly free Superlatively freer 

Sound Money 
Similarly free Superlatively freer 

  
  
  
  

  
  

  
  
  

A
re

a
 4

 

Revenue from trade taxes (% 

of trade sector) 
Undetermined (score 
unreported for Haiti ) 

Undetermined (score unreported 
for Haiti ) 

Mean tariff rate 
Similarly free Similarly free 

Standard deviation of tariff 

rates Significantly more restricted Similarly free 

Tariffs 
Similarly free Similarly free 

Non-tariff trade barriers 
Similarly free Moderately freer 

Compliance costs of 

importing and exporting Similarly free Superlatively freer 

Regulatory trade barriers 
Similarly free Superlatively freer 

 Black market exchange rates 
Similarly free Similarly free 

 Foreign 

ownership/investment 

restrictions Significantly freer Superlatively freer 

Capital controls 
Significantly more restricted Similarly free (+1.62) 

Freedom of foreigners to visit 
Similarly free Significantly more restricted 

Controls of the movement of 

capital and people 

Moderately more restricted 
(+1.94) Similarly free 

4  Freedom to trade 

internationally Similarly free Similarly free 

A
re

a
 5

  
  
  
 

Ownership of banks Undetermined (score 
unreported for Haiti ) 

Undetermined (score unreported 
for Haiti ) 

 Private sector credit 
Similarly free Superlatively freer 

Interest rate 

controls/negative real 

interest rates) Similarly free Superlatively freer 

Credit market regulations 
Similarly free Superlatively freer 

Hiring regulations and 

minimum wage Similarly free Similarly free 

Hiring and firing regulations 
Similarly free Similarly free 
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Centralized collective 

bargaining Similarly free Similarly free 

 Hours Regulations 
Similarly free Similarly free 

Mandated cost of worker 

dismissal Superlatively more restricted Similarly free 

Conscription 
Similarly free Similarly free 

 Labor market regulations 
Significantly more restricted Similarly free 

Administrative requirements 
Similarly free Similarly free 

Bureaucracy costs 
Superlatively more restricted Superlatively more restricted 

Starting a  business 
Superlatively freer Superlatively freer 

Extra 

payments/bribes/favoritism Similarly free Superlatively freer 

Licensing restrictions 
Similarly free Similarly free 

Tax compliance 
Similarly free Similarly free 

Business regulations 
Similarly free Similarly free 

5  Regulation 
Similarly free Similarly free 

S
u

m
m

a
ry

 

Economic Freedom Summary 

Index 

Similarly free Moderately freer (-1.91) 

 

Why does this work matter? 

After exploring nearly 200-page of research, we must ask ourselves: why is economic 

freedom important? The index provides us with crucial insights on the importance of economic 

freedom. The index divides the 157 nations that were analyzed in 2013 into four quartiles of 

freedom. The most free nations (top quartile) had a per-capita income of almost $40,000, while 

the least free ones (bottom quartile) had a per-capita income of nearly $7,000 (Gwartney, Lawson, 

and Hall, 23). Thus, there is a very strong positive correlation between economic freedom and the 

average income the common person can earn in society. Consequently, this debate goes beyond a 
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practically six-fold difference in income per head. It is really the difference between having food 

on the table and not having food on a table. It is the difference between a family having a roof over 

their heads with accommodations on par with high standards of living and a family living in a poor 

quality housing space or living on the streets.  

In addition, three other factors are significant to also consider. As humans, it is natural that 

we care how the most marginalized fare in society. The poorest 10 percent of citizens in the freest 

societies have an average income of nearly $10,000, while the same group in the most unfree 

nations earn an income of approximatively $1,600 (Gwartney, Lawson, and Hall, 24). Thus, the 

most economically marginalized people do substantially better (six times) in the freest societies. 

Furthermore, analyzing the growth rates of GDP per-capita from 1990-2013, the authors noticed 

that the most free countries experience a 3.27 percent average growth rate, while the least free 

undergo one of 1.17 percent on average. This disparity might seem negligible for one year; 

however, over the 23 years analyzed it represents a respective total average GDP growth of 75 

percent vs nearly 30 percent, respectively. Thus, the economic pie grows faster in the freest 

societies.  

Coupled with the fact that the share of income earned by the poorest 10 percent is 2.64 

percent in the most free countries and 2.51 percent in the least free ones, economic freedom also 

means more social mobility for the most marginalized in society (Gwartney, Lawson, and Hall, 

24). Therefore, not only that the most marginalized earn considerably more (six times) in the freest 

societies, they additionally have a greater possibility to move into the upper income quartiles. That 

is, a person living in a free society can start out poor, but this doesn’t mean that they are likely to 

remain poor. To a very large extent, their ambitions, sacrifices, and hard work ethic are the 

determinants of how well-off they will be during their lifetime. Therefore, from the point of view 



André 211 
 

of ensuring that opportunities and possibilities are available to the “average” person or the most 

economically poor, the case for needing (and implementing) policies relating to economic freedom 

in the world is very strong. If we truly care about the “common” person or about the poor in society, 

then we must take time to understand what economic freedom is really about, and what it can 

achieve in our world.  Once we understand this, we are more likely to be appreciative of the concept 

and its advocates. Indeed, we can assert with confidence that there is no serious talk about 

improving the economic well-being of mankind without economic freedom being at the center of 

the conversation. 

However, economic freedom (with an honest legal system and strong protections for 

property rights) is not just highly correlated with economic prosperity. It is also on average strongly 

positively correlated with political rights and civil liberties. On a scale of 1 to 7, where one 

represents “the highest degree of political rights and civil liberties”, the most free nations score a 

political rights and civil liberties score of 1.6 in both areas; whereas, the least free nations have a 

political rights score of 4.5 and a civil liberties score of 4.4 (Gwartney, Lawson, and Hall 25). 

Thus, on average, people in the freest economic societies also experience a very high degree of 

political rights and civil liberties, while this is only moderately so for those that live in the least 

free societies. (We should note that this is on average and not by single case basis, as there would 

definitely be outliers to this finding, with a clear example being Singapore, which is one of the 

freest economic societies on earth but averages 4 points out of 7 in both political rights and civil 

liberties, according to Freedom House). Finally, life expectancy in the freest economic societies is 

on average 80.1 years but 63.1 years in the least free ones. People, on average, can expect to live 

17 years longer in the most free countries than in the most unfree ones.  
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Putting statistics aside, we can credibly affirm that economic freedom strongly correlates 

with significant economic and social well-being, as we have explored above. Since the beginning 

of time, men and women have been concerned with the welfare of their own kind, exploring the 

various systems promoting the well-being of their fellow kind. Our work here demonstrates that 

economic freedom has a lot to do with “fighting the world’s fight” (reducing poverty, enhancing 

democracy, etc... We by no means imply that it is a silver bullet solution to the problems we face 

in society. Indeed in the many areas we have explored, we have often witnessed a high degree of 

economic freedom mixed with limited or moderate, and in some rare cases, even extensive 

government involvement correlate with the desirable economic and social benefits we often argue 

for in society. Therefore, we are not here to imply that the debate terminates with economic 

freedom alone. However, we can assert with confidence that it can play a central role in addressing 

the problems we face in society—a role for which it often does not receive proper stage nor 

deserved merits. In any case, an important lesson we can draw here is that if we truly are interested 

in improving the lot of mankind, it is paramount we learn how to do so. Following our intuitions 

can lead to inaccurate and dramatic consequences. There is no other way to do so than by 

impartially inquiring about the causes that promote well-being (however one defines ‘well-being’) 

and appreciating the findings of research. 


