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there are decades of evidence that economically free economies grow faster and are more 
productive than un-free ones, there is less knowledge about the effect of economic freedom on 
groups that have traditionally been disadvantaged.  I study the causal effects of large and sustained 
jumps in economic freedom on women’s labor force participation and primary school enrollment. I 
find that these jumps have a positive and significant effect in both cases--economic freedom is good 
for women’s labor force opportunities and female education. 
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There is overwhelming empirical data that economically free countries are much wealthier 

on average than less free ones. It is less certain, however, whether the benefits of economic freedom 

are shared equally amongst men and women.!   Some critics argue that capitalism fails to recognize 

the “innate value of individuals as human beings,” especially when it comes to women." Others 

acknowledge that liberalism and economic freedom bring about more work opportunities for 

women but argue that this only leads to more exploitation.  (Safa, 1981). Byron and Thorburn 

(1998), for example, argue that capitalism succeeds in part by the “subordination of women and 

their waged and unwaged labor.”  

 Theoretically, one would expect women to benefit substantially from economic freedom.  As 

Hayek (1988) and Friedman (1962) point out, economic freedom leads to increased economic 

opportunities.  As I discuss in detail below, there is more incentive for parents to educate their 

female children, because there are now more opportunities for those girls to use that education.  

More competition for labor means that preconceptions and prejudices about hiring women will be 
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 Empirically, there seems to be a strong correlation between economic freedom and women’s 

well-being.  Stroup (2008), using data from 95 countries in the 1980s and 90s, studies the effect of 

economic and political freedom on absolute measures of female well-being (life expectancy, literacy, 

fertility, and birth control use) as well as relative measures (comparing male to female ratios in life 

expectancy, literacy, high school enrollment, and labor force participation). He concludes that 

economic freedom more strongly and positively affects women’s well-being and societal equality 

than political freedom.  Stroup (2011) finds that higher levels of economic freedom are significantly 

correlated with 4 of the 5 measures that make up the UN’s Gender Inequality Index.  More recently, 

Fike (2015) finds that economic freedom is positively associated with female education.  She points 

out that “women living in societies with institutions more consistent with economic freedom may 

invest more heavily in education not only because the returns of such investments will be higher, but 

because they are better able to capture the benefits of such investments.” 

 The empirical literature on this topic has used regression analysis with an index of economic 

freedom as a linear regressor.  This strategy imposes the strong assumption that a change in the 

index from 1 to 2 is the same as a change from 4 to 5.  Regression analysis can extrapolate outside 

the support of the data, making the results quite dependent on the functional form chosen by the 

researcher.$ Lastly, the literature typically does not try to isolate the causal effects of economic 

freedom on women’s well-being. 

 In this paper, I avoid the problems listed above by estimating the causal effect of jumps in 

economic freedom on women’s labor force participation and early schooling with propensity score 
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 In the introduction, I discussed some general theoretical reasons why one would expect 

increases in economic freedom to positively affect women.  Economic freedom is comprised of 

many different types of liberalization, however, and it is worthwhile to investigate the theoretical and 

empirical effects of some of these types of freedom on female labor force participation. 

Mukhopadhyay (2015) argues that trade liberalization can have either a positive or negative 

effect on female labor participation depending on the type of firms affected by the change.  On the 

positive side, increased globalization may make export-oriented firms more likely to take on female 

workers, who tend to have lower wages, to increase their competitiveness (Çağatay and Özler (1995), 

Özler (2000), and Standing (1999)).  On the other hand, export-oriented firms that are not labor 

intensive are likely to require workers with good technical skills.  If females are disadvantaged in 

educational opportunities, they may have less opportunity to secure these jobs (Siegmann 2006). 

Unsurprisingly, the empirical evidence is mixed. Mukhopadhyay (2015) uses a comparative 

static analysis to demonstrate that lower tariffs will tend to raise female labor force participation.  

Likewise, Pradhan (2006) shows that increased international trade has had a positive effect on female 

employment in India.  Aguayo-Tellez et al. (2014) show that tariff reductions associated with the 

North American Free Trade Agreement (NAFTA) benefited female workers in sectors that were 

already female-intensive as well as leading to increased employment of women in blue-collar jobs.  

Lee (2014) evaluates the effect of export processing zones on women in Jamaica and finds that 

women are better off because of the liberalization: “ women gained increased access to paid 

employment in both manufacturing and export processing zones.” 

Siegmann (2006) finds that increased foreign direct investment positively affects female 
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defeminization of manufacturing, with the latter being mostly driven by technological upgrading in 

labor-intensive industries like textiles and apparel.   

 There are also reasons to believe that labor market deregulation could significantly affect 

female labor market participation.  Mukhopadhyay (2015) argues that deregulation in the labor 

market increases overall economic efficiency as it reduces rigidities. It may, however, bring about a 

reallocation of labor between the formal and informal sectors, which could affect the female labor 

force participation as women tend to make up more of the informal sectors in developing countries.  

He performs a comparative static analysis and finds that labor market deregulation is associated with 

lower female labor force participation.  These findings are inconsistent with ones found for US 

states and metropolitan areas.  Cebula and Alexander (2015) find that a 1% increase in labor market 

freedom results in an almost .3% increase in female labor participation rates across US states, while 

Wong and Stansel (2016) find an even bigger quantitative effect of labor market freedom at the local 

level.  They show that an increase in labor market freedom by one standard deviation is associated 

with a 1.2-2.0% increase in female labor force participation, leading them to conclude that 

government interventions in labor markets may be particularly harmful for women.'  

 Lastly, there is evidence that banking deregulation is positively associated with female labor 

force participation.  Popov and Zaharia (2019) show that intra -state banking deregulation in the 

United States reduced the male-female gap in labor force participation by a minimum of 7.5%.  

They argue that the finding is driven by the fact that deregulation spurred job creation and the 

service sector in general.   
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There are strong theoretical reasons to believe that economic freedom is positively 

associated with female education rates.  Economically free countries tend to be wealthier and more 

developed than unfree ones, providing citizens with more opportunities to prosper.  There is more 

of a payoff to getting an education in a growing, prosperous economy, and citizens will be better 

able to capture a share of the investment in economically free societies (Feldman (2017)).  As Fike 

(2015) points out, parents in fre
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Economic Freedom of the World.(   It is available every five years from 1970 –  2000 and yearly after 

that.  It is an index that includes 70 different variables measuring a wide range of features, such as 

government size, type of legal system, the security of property rights, the soundness of money, and 

how regulated the economy and international trade are.!)   One additional benefit of using this index 

is that it is based on third party data, which makes it less likely to fall prey to a “halo bias.”!*  

The index ranges from a 1 to 10, with larger numbers representing greater amounts of 

economic freedom.  The sample consists of 154 countries from 1960 to 2000.+!!     The average EFW 

score is 6.25 and the standard deviation is 1.3 (See Table 3 for summary statistics of all variables 

used in the paper).  Building on Hausmann et al. (2005) and Grier and Grier (2021), I identify all 

large and sustained increases in EFW.  I define a large jump to be equal to 1.0 over a 5-year period; 

for a jump to be considered “sustained,” the EFW score must not decrease by more than .20 in the 

subsequent 5 years.!"  Later I experiment with a narrower definition of a jump (1.25-point increase in 

EFW) and a broader definition (a .75 -point increase). 

Table 1 lists the cases of countries that had large, sustained jumps of 1.0 or more during the 

sample period.  Amazingly, four countries had jumps greater than 2.0:  EFW increased by 2.82 

points in Nicaragua, 2.22 points in Uganda, and 2.08 points in El Salvador between 1990 and 1995.  

!
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Similarly, from 1995-2000, Rwanda’s EFW score increased by 2.00 points, representing profound 

changes in these countries’ level of economic freedom. 

Table 2 reports when and where these jumps occurred.  Most of the cases occurred in the 

1980s (30.4%) and 1990s (62.5%).  The jumps are relatively evenly dispersed across regions, except 

for Oceania and Asia, which account for only 2 of the 56 cases.   
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I compare outcomes in treated and control countries using matching to pick controls most 

similar to the treated.  I create a dummy variable called EFW_Reform +,- that is equal to 1 when a 

treatment has occurred in country i and time t.  Reform took place at different times throughout the 

sample, referred to as staggered adoption of treatment.   

One potential pitfall is the impossibility of matching on unobservables. To deal with this 

issue, I use the first difference rather than the level of the outcome variable. An & Winship (2017) 

argue that “using the differenced outcome helps remove the effects of time-invariant factors while 

matching helps balance covariates and create a more focused causal inference.”!#  
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average outcome in the matched controls.  I use two different types of matching to accomplish this.  

First, I use propensity score matching that estimates a logit or probit model of the probability that a 

country undergoes sustained reform.  Then, the cases of reform are matched to the control that has 

the closest propensity score.  More specifically, I will estimate 4 different kinds of propensity score 

matching:  matching to a treated unit’s nearest neighbor, two nearest neighbors, an average of the 

three closest neighbors, and 
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economic freedom:  the percentage of females aged 15-24 that are in the labor force,!% the 

percentage of the labor force that is female,!& and the percent of females (of the relevant age group) 

that finished primary education.!'   All these data  



 12 

from World Development Indicators (World Bank (2022)).  The democracy variable, which comes 

from Varieties of Democracy  Dataset (Coppedge et al. (2021)) , asks: “t o what extent is the ideal of 

electoral democracy in its fullest sense achieved? ”  The values range from 0 to 1, with higher 

numbers representing more democracy."*  

Table 3 presents the summary statistics.  There is a wide range of values for all the outcome 

variables.  Female completion of primary school, for example, ranges from an unfortunately low of 

.78% (Oman in 1975) to 123% (Nepal in 2019 )."!   Female labor force participation is lowest on 

average in the Middle East and Northern Africa.  In fact, all the countries with less than 10% female 

labor participation, with one exception are from those regions:  the lowest was Iraq in 2019 at 

4.82%. ""   
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support."%  Cases for which there are no controls with sufficiently similar propensity scores are 

dropped for the analysis.  Here, two cases were dropped for the labor force variables and three cases 

were dropped when primary school completion is the outcome variable. The Mahalanobis covariate 

matching model uses all treated cases."&   

 I find a strong relationship between jumps in EFW and the percentage of the labor force 

that is female (Column 2 of Table 5).  All coefficients are significant at the .01 level, with the 

exception of the 7#8#0#('4*?@$A-#,-?3$A-*984',, which has a significance level of .06.  The sizes range 

between .547 and 1.05, with an average treatment effect of .81. The economic effects, however, are 

quite small.  On average, a jump in EFW results in a .81 percentage point increase in the percentage 

of the labor force that is female in treated countries relative to the change in the matched controls.    
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I defined a jump as a sustained increase in EFW of at least 1.0 points over a 5-year period.  

Here I 
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labor participation and the percentage of females that complete primary education.  The quantitative 

effects of these results are not large in the first two outcome variables, but much higher in the case 

of female primary school completion.  This is encouraging evidence against criticisms that capitalism 

significantly hurts women.  Economically free societies are not only more efficient and productive, 

but they also offer more employment and educational opportunities to women. 
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Country Years  Jump    Country Years  Jump  
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3'#75!2+  
Frequency of Reform. 

Region 1970s  1980s 1990s 2000s % of Total  Episodes 

Asia 
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Variable  Mean Std. Dev.  Min Max 
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Variable  Coefficient p-values elasticity 
    
Lagged Real Per-Capita Income -0.00003 0.21 -0.43 

    
Lagged EFW -1.35***  0.01 -7.75  

    
Lagged Democracy Score  1.79***  0.01 1.17  

    
Lagged Human Capital Index 1.14***  0.01 2.27  

    
Lagged Government Share of GDP  0.15 0.92 0.023 
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The Effects of Reform on Gender Equality Outcomes (jump of 1.0) 

Matching Method Labor Force 
a "$
covar.$ $$ Labor Force 

a "$
covar.$ $$ Primary Sch. 

a "$
covar.$
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3'#75!E+ Example of Covariate Balance Achieved by Matching   

Lagged Values of:  
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3'#75!Q+  
The Effects of Reform on Gender Equality Outcomes (jump of 1.25) 

! ! ! !

Matching Method 
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