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Abstract: The objective of the article is the analysis of the relation between social values, 
economic freedom and economic growth. The first part explores the international empirical 
literature, the second part presents the main outputs of the statistical analysis. There are two 
statistical techniques used in the empirical analysis: the correlational analysis and the cross-country 
time series panel regression. The conclusion is that the poorer countries in the sample with lower 
scores of economic freedom and achievement motivation have a higher speed of economic growth. 
There is an indirect impact of the social values on the economic growth. 

Keywords:  economic growth, cross-country time series panel regression, economic freedom, 
materialist values, post-materialist values, achievement motivation. 

 

1. Introduction 

Since the work of Max Weber regarding the effect of the Protestant Ethic on the 
development of the Capitalism (Weber, 1904) many authors explored the relation 
between culture and economy. McClelland (1961) wrote about the achievement 
motivation theory, starting from the Weberian thesis, but he then focused on the values 
that parents, schools and other agents of socialization brought to children (Granato, 
Inglehart and Leblang, 1996). The debate started by Weber and McClelland continued 
with the scientific contributions Hofstede, Schwartz (1994), and Inglehart (2019). 

The cultural foundation and the culture are words rooted in cultural anthropology and 
they include values, ideas and other symbolic systems that shape behaviour and are 
transmitted across generations (Kroeber and Kluckhohn, 1952). It is important to 
mention that the word “culture” has been used by Cicero in “Tusculanae Disputationes” 
(45 AC) in the sense of the cultivation of the philosophic spirit. Until the 17th and 18th 
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centuries, culture reflected the intellectual and the moral development of the humans at 
a personal level. In those centuries, the meaning of the word has been extended for 
expressing not only the development of the human as individual, but also that of the 
entire society (Petrakis, 2014). 

The idea that the relation between social values and economic growth is mediated by 
institutions and economic freedom can be found in works of Johnson and Lenartowicz 
(1998), Williamson and Mathers (2011), Jordaan and Dima (2020) and Jora et al. (2020). 
In addition to standard economic variables such as physical capital, human capital and 
innovation, non-standard variables such as geographic latitude, institutions, culture and 
social capital are considered important factors in explaining economic success (Roşca, 
2020). In “The Economics of Growth”, Aghion and Howitt (2009) concluded that the 
exploration of economic growth arrived in an unmarked territory; culture was identified 
as a key variable that economists should focus on (Petrakis, 2014; Roşca, 2018). 

The question why some countries are poor and others rich attracted scientists ever 
since Montesquieu (1748) and Smith (1777). The articles and books on this topic could 
be divided into two groups. One, represented by the development economists who 
proposed several economic, political and geographical determinants but rejected the 
importance of culture, such as Gallup and Sachs (1998) or Solow (1956); and a second, 
consisting of sociologists, political scientists or anthropologists such as Harrison (1992), 
Harrison and Huntington (2000) or McClelland (1961), who believe that the cultural 
values determine differences not only in geopolitical economic development, but also in 
terms of business development (Copuš and Čarnogurský, 2017; Minkov and Blagoev, 
2009). 

On the other hand, the idea that economic growth was influenced by cultural factors 
led to a high degree of resistance from several scientists. A reason of this resistance is 
the fact that cultural values have been perceived by many scientists as loose and also as 
permanent characteristics of societies (Granato et al., 1996). Dieckmann (1996) used a 
regression analysis on 60 countries and concluded that the Hofstede index of 
uncertainty avoidance is significantly correlated with economic growth. Using the data 
from the World Value Survey and the Levine and Renelt (1992) data set, Granato et al. 
(1996) tested the hypothesis that cultural attitude which is favorable to achievement and 
saving has a positive effect on economic growth, while the post-materialist cultural has 
a negative effect. They found that the cultural factors have an influence on economic 
growth. Petrakis and Kostis (2013) used a panel regression on 41 countries to find out 
social orientation (an index based on four variables: gender equality, in-group 
collectivism, institutional collectivism and human orientation) has a positive influence 
on the annual rate of economic growth. 

Freedom is one of the core problems of the humankind. Hayek (1960) considered 
freedom as a situation in which the human is not the subject of the arbitrary will’s 
coercion. Even in the age of Adam Smith, economists argued that freedom to choose, 
supply freedom, the business competition, or the trade and the safety of private 
property are central ingredients of economic progress. On the other side, some 
economic historians such as North and Thomas (1973) emphasized the role of property 
rights regarding long time economic growth (de Haan and Siermann, 1998). 
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If older articles such as those of Dollar (1992) and Sachs and Warner (1995) discovered 
a positive and powerful correlation between economic freedom and economic growth, 
Johnson and Lenartowicz (1998) consider that the relation between these variables is 
rather loose, when other variables enter the regression model. De Haan and Siermann 
(1998) examined the robustness of the relation between economic freedom and 
economic growth, concluding that the link between these variables depends on the type 
of measure used: for some indicators of freedom there is a direct and robust relation, 
while for others not. Justesen (2008) used a Granger causality test on a panel data from 
1970-1999, concluding that some, but not all elements of the composite index of 
economic freedom influence economic growth and investment. Cebula and Clark 
(2012) explored the impact of the 10 indicators of economic freedom using the 
Heritage database for the OECD countries. Working with panel data and Random 
Effects Model, they found that the relation is positive and significant for only 7 of 10 
indicators of economic freedom. Doucouliagos and Ulubasoglu (2006) have done a 
meta-analysis of the papers on the relation between economic freedom and economic 
growth, identifying that 33 of 52 articles used the Fraser Institute’s composite index of 
freedom, and 19 other databases such as Heritage Foundation, Freedom House or 
Scully and Slotje. Doucouliagos and Ulubasoglu have done their own research on this 
topic on a sample of 82 countries and found a positive direct association between these 
variables and an indirect effect of the economic freedom when physical capital was 
entered in the regression model.  

Johnson and Lenartowicz (1998) used a cross-country time series panel regression and a 
correlational analysis on 49 countries, finding out that economic progress depends on 
economic freedom. There is a positive and powerful association between economic 
freedom and economic growth, between economic freedom and low uncertainty 
avoidance and between economic freedom and high levels of autonomy. Williamson 
and Mathers (2011) found that both culture and economic freedom are important in 
explaining economic prosperity, but the power of the impact could be better 
understood if both variables entered the regression model. They also found that 
economic freedom is more important than culture in explaining economic growth. 
Jordaan and Dima (2020) analyzed the effect of post-materialism on economic 
development. They concluded that institutions are the channels of transmission for the 
indirect effects of social values. Both post-materialism and institutions generate 
important effects on economic development.  

2. Methodology and Discussions  

The objective of this paper is to test the relation between social values, economic 
freedom and economic growth. It is believed that social values have an indirect 
influence on economic growth. The social values influence the economic growth 
through different institutional channels. There are direct linkages between the social 
values and economic freedom and between economic freedom and economic growth. 

The research hypotheses are: 

H1: There is a direct and positive correlation between masculinity and economic 
freedom. 
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H2: There is a direct and positive correlation between individualism and economic 
freedom. 

H3: There is a positive and direct correlation between uncertainty avoidance and 
economic freedom. 

H4: There is a direct and negative correlation between power distance and economic 
freedom. 

H5: There is a direct and positive correlation between the post-materialism score and 
economic freedom. 

H6: There is a direct and positive correlation between achievement motivation and 
economic freedom. 

H7: There is a direct association between economic freedom and economic growth. 

The sample used consisted of 33 countries from different continents: Argentina, 
Australia, Brazil, Chile, China, Columbia, Ecuador, Egypt, Germany, Ghana, India, 
Japan, Jordan, Malaysia, Mexico, Morocco, the Netherlands, New Zeeland, Nigeria, 
Peru, the Philippines, Romania, Russia, Singapore, South Africa, South Korea, Spain, 
Sweden, Thailand, Turkey, Ukraine, the United States of America, and Uruguay. Table 
1 presents the variables used in the statistical analysis. 

 
Table 1: The description of the variables used in the statistical analysis 

Variables Responses 

GDP annual growth rate Numerical variable 

Economic Freedom Numerical variable 

GDP per capita Numerical variable 

Power Distance Numerical variable 

Individualism Numerical variable 

Masculinity Numerical variable 

Uncertainty Avoidance Numerical variable 

Long Term Orientation Numerical variable 

Post – Materialism  Numerical variable 

Inglehart score Numerical variable 

Source: author’s own work 

 
The first statistical technique used was the correlational analysis. STATA 13 was the 
software used for all the statistical analyses. The Pearson correlational coefficient (that 
could take values between -1 and +1) was used for the correlational analysis. Tables 2 
and 3 depict the linkages between Hofstede’s social values and the composite index of 
economic freedom for a time series between 1995 and 2015. Individualism, masculinity, 
power distance and uncertainty avoidance have been computed using the 
www.hofstede-insights.com website, while the composite index of economic freedom 
was computed using the Heritage Foundation’s data base. 
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Table 2: The correlational matrix between Hofstede’s social values and economic 
freedom (1995) 

Variables (1) (2) (3) (4) (5) (6) 

(1) ln_Economic Freedom_1995 1.000 

(2) Power Distance -0.572 1.000 

(3) Individualism 0.336 -0.747 1.000 

(4) Masculinity 0.149 0.041 0.016 1.000 

(5) Uncertainty Avoidance -0.275 0.132 -0.270 -0.050 1.000 

(6) Long Term Orientation 0.114 -0.069 0.118 -0.056 -0.063 1.000 

Source: author’s own work 

 
Table 3: The correlational matrix between Hofstede’s social values and 

economic freedom (2015) 
Variables (1) (2) (3) (4) (5) (6) 

(1) ln_Economic Freedom_2015 1.000 

(2) Power Distance -0.469 1.000 

(3) Individualism 0.349 -0.747 1.000 

(4) Masculinity -0.026 0.041 0.016 1.000 

(5) Uncertainty Avoidance -0.291 0.132 -0.270 -0.050 1.000 

(6) Long Term Orientation 0.162 -0.069 0.118 -0.056 -0.063 1.000 

Source: author’s own work 

 
Comparing the results in Tables 2 and 3, a positive correlation between individualism 
and economic freedom can be noticed, as well as between long term orientation and 
economic freedom. Negative correlation scores exist between power distance and 
economic freedom, and also between uncertainty avoidance and economic freedom. 
The highest positive correlation seems to be between individualism and economic 
freedom. The correlational matrixes between economic freedom, the post-materialism 
score, the Inglehart score and the achievement motivation can also be noticed. Output 
values are presented for a time series between 1995 and 2015. The post-materialism 
score, the Inglehart score and the achievement motivation score have been computed 
using databases from the World Values Survey (3rd and 6th waves). The composite 
index of economic freedom has been computed using the Heritage Foundation’s 
database. The achievement motivation score was computed from the World Value 
Survey’s dataset. A question in WVS asked whether “There is a list of qualities that 
children are encouraged to learn at home. Which one you consider to be especially 
important?” The list contains qualities such as autonomy, economic realization, saving 
and determination. Other items from the list emphasize the conformity to the social 
traditional norms, such as obedience and religious belief. The achievement motivation 
score was computed using the percentages for each country emphasizing autonomy and 
saving minus the percentages emphasizing obedience and religious belief (Granato et 
al., 1996). 

We have to add that post-materialism is the percentage of those individuals that have 
post-materialist values and the Inglehart score is the average score of the materialist, 
post-materialist and mixed values from all the countries in the used sample. 
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Table 4: Correlational matrix between achievement motivation, Inglehart score, post-
materialism score and economic freedom (1995) 

Variables (1) (2) (3) (4) 

(1) ln_Economic Freedom_1995 1.000 

(2) Post Materialism 0.296 1.000 

(3) Inglehart_score 0.115 0.691 1.000 

(4) Achievement_Motivation 0.373 0.135 0.160 1.000 

Source: author’s own work 
 

 
Table 5: Correlational matrix between achievement motivation, Inglehart score, post-

materialism score and economic freedom (2015) 

Variables (1) (2) (3) (4) 

(1) ln_Economic Freedom_2015 1.000 

(2) Post Materialism 0.337 1.000 

(3) Inglehart_score 0.241 0.691 1.000 

(4) Achievement_Motivation 0.311 0.135 0.160 1.000 

Source: author’s own work 

 
 

Tables 4 and 5 indicate a positive correlation between achievement motivation and 
economic freedom and also between post-materialism and economic freedom. The highest 
positive correlation coefficient seems to be between achievement motivation and economic 
freedom. The research also wanted to know if economic freedom had an influence on 
economic growth, reason why a cross country time series panel regression has been carried 
out with the sample presented at the beginning of the methodology. The data used in the 
regression model was computed using www.ourworldindata.com (the annual rate of GDP 
per capita and the annual rate of economic growth) and the Heritage Foundation database 
(for the composite index of the economic freedom). A balanced static linear panel model 
was also used (dataset in which each panel member is observed every year). It also has to be 
added that the natural logarithms for the independent variables were computed, as they 
reduce extreme scores and normalize the distribution (Field, 2016). Table 6 presents the 
main results of the panel regression model. 

As per Table 6, the random effect model is accepted because the null hypothesis of the 
Hausman test is accepted (Chi2=2.38, p-value=0,303). It can be noticed that economic 
freedom and economic growth are negatively, as well as the initial GDP per capita and 
the economic growth. The annual GDP growth rate is higher in the case of the less 
developed economies. This might be understood as a tendency of the less developed 
economies to grow at a higher speed than more developed ones. If all the correlational 
analyses and panel regression results are analyzed, it can be concluded that the social 
values indirectly influence economic growth by using institutional chains. The social 
values are significantly correlated with economic freedom, while economic freedom is a 
significant predictor of economic growth. 
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Table 6: The main results of the panel regression model 

GDP_GR Coef. St.Err. z-value p-value [95% Conf Interval] Sig 

Ln_EF -3.315 1.663 -1.99 0.046 -6.57 -0.54 ** 

Ln_GDP .8905 0.411 2.15 0.030 0.084 1.696 ** 

Ln_GDP_95 -1.066 0.432 -2.45 0.014 -1.913 -0.218 ** 

Constant 17.64 5.629 3.13 0.002 6.609 28.675 **
* 

 

Mean dependent var 2.596 SD dependent var  3.726 

R-squared  0.038 Number of obs   692 

F-test   14.14 Prob > F  0.000 

Akaike crit. (AIC) 3659.811 Bayesian crit. (BIC) 3673.430 

Hausman Test Chi2=2.38    Prob>chi2=0.303  

Breusch-Pagan Test BP=75.02 p-value<2.2e-16(0.000)  

Model Random Effects   

*** p<.01, ** p<.05, * p<.1 
Source: author’s own work 

 
The speed of economic growth is higher in the case of the less developed countries and 
lower for the most developed countries. The lower the economic freedom, the higher 
the speed of the economic growth. Another finding is that economic freedom is higher 
in the countries that have higher scores for individualism, long term orientation, post-
materialism and achievement motivation. But higher scores for these social values mean 
that the country is highly developed. The conclusion is that social values change when 
countries obtain higher scores for GDP per capita. Economic freedom scores increase 
as the GDP per capita increases. 

3. Limitations 

The first limitation of this research is the use of GDP per capita as dependent variable. 
Many authors underlined the idea that GDP per capita is not the best way to measure 
for economic growth; in United Kingdom and France, politicians such as Tony Blair, 
David Cameron or Nicolas Sarkozy shaped their discourses around projects for 
measuring wellbeing not only by economic growth (Pilling, 2020). Another limitation is 
that the causal model used hasn’t got more independent variables. More variables could 
probably increase the variance of the model (R-squared). A third limitation is the use of 
a static linear panel regression model. For future research, the dynamic panel regression 
might be better suited. Finally, the choice of countries in the sample might as well be a 
limitation. More countries would have been selected, had there been more statistical 
information for each year of the time series. 
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