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Letter from Hernando de Soto

n 2007, the Property Rights Alliance (PRA) presented for the first
time the International Property Rights Index, produced under the
Hernando de Soto Fellowship program. The core aim of the program
is to produce the IPRI, which I am proud to present in its third edition.
The 2009 IPRI stands as the most comprehensive effort at creating an
international gauge of private property rights throughout the world.

[ am pleased to introduce the 2009 index, covering 115 countries.

This year's IPRI continues its efforts to educate politicians as well as
economists, entrepreneurs and policy makers about the importance of

developing and protecting property rights around the world.

This year's IPRI continues to point out the relationship between a
strong property rights system and a country's economic well-being,
revealing that much still needs to be done to extend property rights to
more people, especially the poor. The IPRI is a long term project that
seeks to improve property rights systems around the world.
Collecting the appropriate data is still a challenge, particularly in the
developing world where informal market activity is the rule rather

than the exception.

[ would like to congratulate the third De Soto Fellow, Anne Dedigama,

for her work developing and researching this project.

Warmest regards,

KDESET o

Hernando de Soto
President of the Institute for Liberty and Democracy (ILD)
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Letter from the Executive Director of the Property Rights Alliance

t the time of this report’s publication, the global economy is facing overwhelming challenges. Now

more than ever it is essential for policies to be put in place that spur economic growth and
prosperity. Thus, the Property Rights Alliance (PRA), along with our global partners, is proud to bring to
you the 2009 edition of the International Property Rights Index (IPRI). The 2009 IPRI seeks to provide
evidence that economic growth is intricately linked with ownership and this report, now in its third year
of publication, shows there is a positive correlation between a country’s protection of both physical and
intellectual property rights and its economic well-being.

PRA continues to champion the idea that the protection of both physical and intellectual property is
equally important in nature and must be protected. Creating an environment where both forms of
property are safe and legally enforceable contributes to increased levels of stability and encourages the
free exchange of goods and ideas. This is done on a daily basis and often taken for granted by those that
are afforded the chance to prosper from their investments. However, many citizens in developing nations
lack these opportunities.

As property rights continue to face challenges around the world, and an economic crisis continues to
loom, we see an opportunity for real reform. We hope this study will be a useful tool for policymakers,
think tanks, academics, and investors by highlighting the importance of property rights as a key building
block for economic growth.

We would like to thank all of the partners and contributors for their effort in helping with the
development of the 2009 IPRI. [ would also like to thank the author of this year's index, Anne Dedigama,
for her time and dedication to creating a remarkable tool that property rights advocates around the world
can use for years to come.

Finally, a special thank you to Hernando de Soto for lending his name and support to the Hernando de
Soto Fellowship program. His commitment and passion to the area of property rights helped make our
work possible.

Best regards,

b
Kelsey Zahourek
Executive Director of the Property Rights Alliance
Washington, DC
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Foreword by David Stanfield

GOVERNING PROPERTY RIGHTS'

By Dr D. Stanfield, Terra Institute

PROPERTY RIGHTS IN CONSTANT EVOLUTION

Property rights in land are critically important for the functioning of societies. Stability and certainty of property rights
form the foundation of financial and political security. But property rights are not normally stable or certain over the long
term. The challenges of governing property rights are constantly evolving as economies become more globalized or more
localized, as environmental conditions evolve, as the ethnic and class compositions of societies change. These ebbs and
flows in human affairs find their reflections in property rights. Neglect of the social agreements over property rights can
create flash-points for tribal, ethnic, class and religious tensions to ignite. Governmental institutions may become unable
to resolve these property disputes, much less address their root causes.

Land administration and land management systems define and regulate the relationships among people and land?, the system
of property rights.

The term “land administration” means the systems of processes for collecting, recording and disseminating information
about the ownership, use and value of land®. Public institutions such as property registries work with private sector
professionals such as real estate brokers, value assessors, conveyancing attorneys, land surveyors and mortgage bankers to
maintain information about who owns what rights to what land, incorporating into the registration system the changes in
such rights due to sales, inheritances and other sorts of contracts. Similarly public institutions such as urban and regional
planning authorities work with land managers, environmental protection organizations and developers to maintain and use
information about the uses of land. Concerning the value of land, public agencies such as the tax authorities and
governmental valuation authorities who administer property taxes work with assessors and land owners on establishing and
publishing information on the value of land.

“Land Management” refers to how the holders of land use the land.

“Land governance” refers to the application by public officials (state and community leaders) of land administration to influence
how land managers use the land. Government officials and community leaders, elected and appointed, respond to public
pressures to adopt programs for encouraging investments in land for economic gain and development, for satisfying the needs
of people for land and affordable housing, and for protecting the land for the use of future generations. Governance entities
(including state and local governmental units, tribal and community leaders in traditional societies) establish land policies, enact
laws and regulations about the access to and use of land, and oversee in the main through land administration agencies how well
the managers of land are achieving the broader social, environmental and economic goals.

The governing of property rights to land involves the balancing of the inherent tensions among the competing policy
imperatives facing governance institutions.

PROPERTY RIGHTS GOVERNANCE

Cases of successful governing of property rights somehow illustrate how people manage to balance three competing policy
imperatives: 1) improve security by which land is held, 2) protect land and water resources, and 3) provide access to land
by the disadvantaged:

Where market oriented economies are weak or just emerging, one imperative of land policy is: make the exercise of property rights
more secure, by improving formal titles and the tradability through such efforts as the massive privatization programs of the
former socialist countries and the titling, registry-cadastre modernization, and land market programs of nearly all market-
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oriented countries. These efforts support the goal of economic efficiency of use of land and buildings and the linking of
capital to these assets through mortgage markets. Political movements deriving from concerns with the environment and
from the demands of disadvantaged frequently challenge these tenure security enhancing programs.

Where the land and water resources are degraded or are being dangerously degraded, a second property rights policy
imperative is to improve the environmental management and protection of land resources. Improving environmental conditions through
restrictions on the use of the land resources, however, has often run into ethnic conflicts at the local level and the economic

interests pressuring for more exploitative uses of the land. The fundamental task is to help populations work out agreements
over natural resource exploitation which are sustainable through a mixture of community resource management, alternative
income sources, enforcement mechanisms and conflict resolution techniques. Such programs often restrict the rights of
land owners, limiting the scope of their “ownership”. Such programs also often restrict the access of disadvantaged and
privileged groups to land and water resources.

Where the gap between rich and poor, or between one ethnic group and another, or between those benefiting from
patriarchal social and legal structures and those desiring gender equity, a third policy imperative is to improve the access to
land by disadvantaged groups (the poor. women in some regions, ethnic groups, refugees). Agrarian reforms and land banks in some
countries have been used to shift the management of land from landlords to peasant farmers. Affordable housing programs
are directed toward providing the poor with adequate housing. Women's rights in land are secured through education and
legal programs. Such programs tend to support the goal of social equity in land management. However, this trend has
encountered strong resistance from the ethnic and economic groups that could be obliged to share some of their privileges
with the disadvantaged groups to be favored. Also, where political opposition to asset redistribution is strong, opening up
forests and other fragile eco-systems for human settlement in order to provide access to land for the landless is very
tempting, and in conflict with conservation programs.

Balancing these imperatives is mediated by the capacities of local and central government and civil society for defining and
resolving property rights issues, as well as by the availability of information about land use and property rights and the legal
framework (formal and informal) that brings some predictability into the ways people react to the implementation of the
often competing property right's imperatives. See Figure A.

This trio of policy imperatives revolving around property rights creates compelling new challenges for land governance

institutions at the national and local levels to mediate among the diverse interests in land.

The foundation of property rights governance is comprised of three elements:

1) the capacity to incorporate diverse economic and political interests in dialogue and
design of programs to resolve priority property rights issues,

2) the availability of suitable information about the capabilities and uses of land as well as
the boundaries of properties, and

3) the legal framework, the rules which the society devises to handle the competing
property rights imperatives, including formal expression of these rules in laws and
regulations, as well as the customs which people devise about the exercise of property
rights and the responsibilities of the holders of these rights.

We have been discussing the capacities of property rights regimes to adapt to changing circumstances. But property rights
are notoriously resilient in the short run, even following a natural disaster or following a long period of social upheavals.
By resiliency of property relations we mean the ability of the property rights system to maintain its fundamental identity
in the face of 'shocks’ such as major land policy shifts or changes in dominant livelihood strategies*. Resiliency of property
rights governance can be understood” along several dimensions: (i) the speed with which property relationships are rebuilt
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Figure A.Triangle of policy imperatives in property rights governance
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Land Administration Information + Legal Framework

after a shock; (ii) the degree to which democratic decision making and consensus are used to accomplish rebuilding
decisions, (iii) the degree to which property regimes facilitate entrance and re-entrance for those seeking to join or re-join
agreements about rights and obligations relating to the sustainable use and enjoyment of resources and the degree to which
property regimes spread access to resources more widely and equitably after social disruptions of various sorts.

The broad guestion is: bow can countries effectively re-orient property rights governance institutions to achieve broad goals of economic development,

social equity and environmentally sustainable development under the pressure of competing policy imperatives concerning property rights in land>

There is no single formula to answer this question. Simply said but difficult to achieve is the observation that people have
to identify the roots of the property rights challenges in their countries, and then devise solutions and implement them.
People have to have the capacity for such actions.

A stable balancing of property right's imperatives in particular places at specific times that leads to prosperity is fundamental
to a vibrant, just and sustainable global economic and political system. Continual strengthening of the capacity for this
successful balancing competing property rights imperatives in particular places and times is an investment in a more
harmonious future. The International Property Rights Index is an important step toward monitoring the governing of
property rights and improving the capacities of people to govern better.
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About the Author

PREMISE OF THE HERNANDO DE SOTO FELLOWSHIP PROGRAM

Property Rights Alliance (PRA) and the Hernando de Soto Fellowship

The premise and development of an international index of property rights is due to the efforts of the Washington, DC-based Property
Rights Alliance (PRA), dedicated to the protection of property rights (physical and intellectual) in the U.S. and around the world.
PRA is an affiliate of the taxpayer advocacy organization, Americans for Tax Reform (ATR).

Despite the growing accessibility of international data and research in the property rights arena, existing indices and studies
traditionally focus on either the physical or intellectual aspects of property rights. Additionally, most global indices are dedicated
to broader topic areas than a more exclusive and nuanced debate on property rights, although it should be noted that indices such
as the Heritage Foundation/Wall Street Journal Index of Economic Freedom and the Fraser Institute Economic Freedom of the World do address
property rights although in the context of assembling a larger snapshot of each country. To overcome the consequent lack of a more
broadly defined PR gauge, PRA introduced the Hernando de Soto Fellowship in 2006, with the core aim of the annually offered fellowship
to provide continuous data development and concept improvement for the annual publication of the International Property Rights
Index, presented here in its third edition.”

International Property Rights Index

International Property Rights Index 20009 is in its third year of publication. The 2009 IPRI is a comparative analysis of the significance
of the protection of property rights to a country’s economic development. It seeks to investigate the positive effects of a country’s
strong legal and political environment, recognition and enforcement of physical and intellectual property rights as key aspects
to the economic development of a country. This year's report compares 115 economies using these three variables as core
components and ranks them accordingly.

The 2009 IPRI contains a total of three case studies on topics in relation to private and intellectual property rights and a further paper
on gender equality. The first two case studies highlight the importance of land titling based on simple, clear and accessible policies
and a land administration system in order to improve the legal security of land tenure and receive economic benefits through
participation in the markets. The third case study presents the significance of intellectual property rights and its protection. The last
paper is on the significance of securing women's property rights in economic development. While the three case studies and the paper
on women'’s property rights are not part of the quantitative scoring and ranking of the Index, it will give the readers of the IPRI an
opportunity to refer to practical examples where mechanisms, laws and policies have been introduced with the aim of economic
development through furthering property rights.

The purpose of the IPRI is to offer policy makers, researchers, business leaders and government officials a tool to understand the
significance and the important role of private property in a nation's economic development. Since its inaugural publication in
2007, the Report has focused on data sources that best highlight and evaluate the strength of a nation's property regime with the
authors bearing in mind the necessity for consistency of the Index.

In the 2009 Index, some changes to come of the variables were made while the method of calculation remained intact.
The 2009 IPRI has maintained consistency through using the same scoring method used in the 2008 Report.

The 2009 IPRI is now in its third year of publication. While acknowledging the limitations of the report as they exist and
discussed elsewhere in this Report, those involved in its publication remain confident that these shortcomings will become fewer
and fewer with each subsequent edition. The ongoing Hernando de Soto Fellowship program aims at continual improvement of

the Index.

The IPRI project has received positive feedback and continual support from its partner organizations from around the world. The
PRA extends warm appreciation to all partners for their collaboration, efforts, enthusiasm and commitment towards affirming and
furthering property rights, which has greatly added to the 2009 IPRI.
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Chapter |: Introduction

CHAPTER I:
INTRODUCTION

"Private property is the most important guarantee of freedom.”

—Friedrich A. Hayck

“The program of liberalism, therefore, if condensed into a single word, would have to read: property, that is, private
ownership of the means of production... All the other demands of liberalism result from this fundamental demand.” ’

—Ludwig Von Mises

The right to own and enjoy property is a fundamental part of rights of people and referred to as an extension of human rights. Milton
Friedman, known as one of the most influential Economists and a former recipient of the Nobel Prize in Economics states that property
rights are “the most basic of human rights and an essential foundation for other human rights.”

Indeed "Property rights are basic to all rights.” The desire to discover, to conquer and to possess new land was what led early explorers
to the East and to the West from India to Africa and to the New World. The fundamental nature of property and its connection to
prosperity perhaps is summed in the writings of ] Hector de St. Jean Crevecoeur in his Letters from an American Farmer (1782) where he
says — "The instant [ enter on my own land, the bright ideas of prosperity, of exclusive right, of independence exalt my mind. Precious soil, I say to myself, by
what singular custom of law is it that thou wast made to constitute the riches of the freeholder> What should we American farmers be without the distinct possession
of that soil> It feeds, it clothes us, from it we draw even a great exuberancy, our best meat, our richest drink, the very honey of our bees comes from this privileged
spot. No wonder we should thus cherish its possession, no wonder that so many Europeans who have never been able to say that such portion of land was theirs,
cross the Atlantic to realize that bappiness. Thus formerly rude soil has been converted by my fatber into a pleasant farm, and in return it bas established all our
rights; on it is founded our rank, our freedom, our power as citizens.” While Crevecoeur was referring to the American Dream of the Settlers, the
connection of prosperity to land and the freedom that comes with the establishment of this right to own property is unmistakable,
which in modern times more appropriately refers to private property rights and economic development.

Private property rights is one’s right to use their property, engage in lawful transactions related to the sale, purchase and mortgage of
that property, and enjoy one's property to the exclusion of others. The exclusive nature of the right to own private property requires
respect, protection which affords the freedom of ownership. A person who is deemed to be the owner of the property has this right
of freedom of enjoyment of his property. Thus, private property rights are the hallmark of liberty.

The concept of property and the ownership right attached to it has been the subject of philosophical thought and debate for
centuries. It requires the theoretical study and analysis of property covering social sciences, which is not the purpose of this study.
The various schools of thought and theories on ‘what is property and property ownership>" assist us to understand property as a whole
at the micro level. However, the present study focuses on property rights as the pulse of economic development at the level of
its existence, applicability and performance in relation to the furtherance of an economy.

There are many factors that affect private property rights, among these the lack of the independence of the judiciary, absence of the
rule of law, political unrest, civil war etc. Political stability and a sound legal environment encompassing the rule of law of a country,
among other factors, are paramount to sustaining, protecting and developing a property rights regime.

This report refers to the concepts of both real and intellectual property rights at a macro level to understand the performance of
economies of countries in relation to the protection of property rights by studying the aggregated indicators. It is a cross country
study of property rights which seeks to understand the relationship between protection of property rights and economic
development. It is important for the reader to understand that while the data used are from currently available sources considered
most authoritative, there exist limitations to a study such as this, which focuses solely on the concept of property rights.

INTERNATIONAL PROPERTY RIGHTS INDEX 2009REPORT I
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CHAPTER II:
PROPERTY RIGHTS AND ECONOMIC DEVELOPMENT

In a free society, where there is freedom of private property rights and the existence of the rule of law, its citizens will enjoy economic
freedom stemming from a strong system of property rights. There is clearly an inherent connection between private property rights
and economic development of a country. The economic growth of a country has its foundation in a strong system of property rights
which ensures the protection of private property and the recognition of intellectual property rights.

Private Property Rights

In development oriented societies, private property is equity, i.e. the legal ownership of private property creates collateral for the
person who is deemed the owner. In an agriculture based society this could be collateral for obtaining loans from financial
institutions which aids in sustaining the agricultural sector. Land could be used as collateral for creating new businesses, for
further developing existing business and for activities that create and sustain wealth in a nation. Hernando de Soto, one of the
greatest economists of our time writes "Property, then is not mere paper but a mediating device that captures and stores most of the stuff required to
make a market economy run. Property seeds the system by making people accountable and assets fungible, by tmcking transactions, and also providing all
the mechanisms required for the monetary and banking system to work and for investments to function. The connection between capital and modern money
run through property.”

When a property has value, it affords the owner an opportunity to participate in the economic process through successful
entrepreneurial and/or agricultural activities. Property changes into an incentive for the owner to engage in work which enhances
and contributes to the economy. With the recognition of property rights and due process which affords it marketability, an
individual will become a participant in the production cycle which creates profit and/or loss, which in return contributes to the
economic growth of a nation and finally raises the standard of living. This kind of economic empowerment spreads beyond a
nation to link countries at a common ground, i.e. the international market. “Legal property sets the exchange rates between different cultures
and thus gives them a bedrock of economic commonalities from which to do business with each other."

Thus, there is an inextricable link between a well formed property system and the economy of a nation. As Hernando de Soto
writes, "The goal of a formal property is to put capital in the hands of the whole nation.” Eradication of poverty has become the object of
development programs run by international aid agencies. These programs are aimed at poverty reduction and sustainable
development of property in the countries where they are implemented. “Land and property are generally the major assets in any econonty.
In most countries, land accounts for between Imlf to three-quarler of national wealth. Land is afundamentalfactorfor agriculture production and thus
directly linked to food security."

Intellectual Property Rights

For the purpose of this report the term ‘property rights’ refer to both real and intellectual property. Intellectual property rights are
exclusive rights over “.....creations of the mind: inventions, literary and artistic works, and symbols, names, images, and designs used in commerce."*

Intellectual property rights encompass trademarks, patents, copyrights and related rights.

The world today revolves around businesses related to intellectual property (IP) whether it is pharmaceuticals, movies, music, books,
software or inventions and industrial designs. In fact software alone is a market worth billions of dollars. The estimated losses from
software related piracy alone in 2007, is $8 billion to nearly $48 billion worldwide.”” The protection of IP is directly linked to the
world market dealing in trade and investment resulting in economic growth. The protection of IP encourages innovation and
creativity — an incentive for production. In fact a joint major study done by the World Intellectual Property Organization (WIPO)
and the United Nations University (Japan) of six countries concluded that there exists a positive correlation between strengthening
of IP system and subsequent economic growth.'¢

It is evident that property plays a fundamental role in economic development and the ability to secure and retain property is
paramount to the process of economic progress.
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CHAPTER III:
INDEX COMPOSITION AND COVERAGE

This chapter presents the concept, the three core components, the ten variables and detailed explanatory notes on the
methodology and the country set of the IPRI 2009.

The Concept

The IPRI is based on the study of the assumption that there exists a significant correlation between the protection of private
property rights and a nation's economic growth. Armen A Alchian, an Economist who has contributed significantly in the
economics of property rights writes that "Well-defined and well-protected property rights replace competition by violence with competition by
peaceful means. The extent and degree of private property rights fundamentally affect the ways people compete for control of resources. With more complete
private property rigbts, market exclocmge values become more influential. The personal status and personal attributes ofpeople Competingfor a resource matter

less because their influence can be offset by adjusting the price XV""" This sums up the foundation assumption of the IPRI.

While the concepts of ‘property’ and 'property rights’ are a study in themselves requiring deep theoretical understanding and
definition, the IPRI focuses on the importance of a strong macroeconomic environment comprising of the factors used as
indicators in the three components for a country’s economic growth.

The starting point of the Index was the correlation between the protection of private property rights and economic development.
This together with the definition of private property and the results derived from the opinion survey constitute the three core
categories (hereto referred to as "components”) considered essential to the strengthening and protecting a country's private
property system:

1) Legal and Political Environment (LP)
2) Physical Property Rights (PPR)
3) Intellectual Property Rights (IPR)

The Legal and Political Environment (LP) component represents the fundamental essence of a free environment in which judicial
independence and the rule of law bestows on individuals the right to benefit from the existence of a strong private property rights
system. A positive combination of judicial independence, the rule of law, political stability and the control of corruption creates an
environment conducive for the growth of the economy through a system which upholds the protection of property rights.

The other two components, i.e. physical and intellectual property rights emphasize the importance of the protection of the same and

its inextricable link to economic development. The variables included in these two categories account for important de jure rights and
de facto outcomes of the countries considered.

Limitations and Future Considerations

The valuable advise of policy makers, academics, researchers and practitioners familiar with the main concept, i.e. property rights
and its correlation to economic development, both from a theoretical and practical point have been consulted in deciding the
indicators used in this study.

From the beginning of the IPRI program, there was a desire to see a robust structural model of property rights and economic
growth come out of the Index results. In the near future, we hope that this idea may come to fruition such that the resulting and
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extant index data may find a better fit with the corresponding growth data, and the theoretical relationship between the property
rights institutions and growth may find a formal expression that can be tested empirically and expanded upon by the other
scholars.

Several things must be kept in mind when understanding the conceptualization and the outcomes of the IPRI. First, the IPRI
ranking covers a relatively high number of nations from greatly varying economic, political and cultural backgrounds.
Consequently, many of the countries’ idiosyncratic characteristics with respect to property rights protection and strength cannot
be considered here. None of the data used for the construction of the IPRI is generated by the authors themselves but was instead
collected from third-party sources such as the World Bank, World Economic Forum and trade groups.

Finally, this study is open for further development especially in the area of trademarks in intellectual property rights. Due to the lack
of availability of reliable data and the available data being limited or outdated has prompted the authors’ to decide not to use trademark
protection data used in the previous two publications. The data used in the third core component of the 2009 Index covers intellectual
property rights as a whole thus covering the area of trademark protection. However, the authors remain confident that in future years
with the development of new data bases by authoritative sources reliable data will be available for further improvement of the Index.
It is hoped that the consistency and comparability of relevant data suitable for a cross country Report such as the IPRI would no doubt
greatly improve the Index.

Variables

The 2009 IPRI comprises a total of ten variables, which are divided into the three main components: Legal and Political
Environment (LP), Physical Property Rights (PPR), and Intellectual Property Rights (IPR). Despite a large number of property
rights related variables considered by the authors, the final IPRI study focuses only on core factors that directly relate to the
strength and protection of private property rights. The final ranking is very similar to the alternative rankings calculated with
other factors included, and was preferred as it suffers less from the problems of dilution and remains parsimonious.

Of the ten variables incorporated into the index, the "Registering Property” variable is made up of two sub-variables. Thus, in
sum the IPRI comprises elements of data for each country:.

Legal and Political Environment (LP)

The political stability of a country void of corruption together with a strong legal system embracing the independence of the
judiciary and the rule of law are crucial for the recognition, management, implementation and protection of private property
rights. The combination of these variables paves the way for the recognition of an individual’s liberty and offer greater freedom
for economic movement. Therefore, the following variables are used as indicators in the Legal and Political Environment (LP)
component.

Judicial Independence

This variable examines the judiciary’s freedom from influence by political and business groups. The independence of the judiciary is
a central underpinning for the sound protection and sovereign support of the court system with respect to private property and is
therefore considered in the IPRI.

Source: World Economic Forums 2007-2008 Global Competitiveness Index.

Rule of Law

This variable examines the extent to which individuals, investors and business managers are confident in the court system to
uphold their property rights. It is drawn from the World Bank Institute’s 2008 Governance Matters report, which combines
several indicators including fairness, honesty, enforceability, quickness and affordability of the court system, protection of private
property rights, judicial and executive accountability. This variable complements the previous variable as accountability by the
judiciary and the executive is paramount to judicial independence. It builds faith in economically active individuals and
businesses in their legal system to uphold all laws including the protection of private property rights.

Source: World Bank Institute's 2008 Governance Matters
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EXHIBIT I:Structure of the IPRI

1) Legal and Political Environment (LP)
¢ Judicial Independence
® Rule of Law
e Political Stability
¢ Control of Corruption

2) Physical Property Rights (PPR)
® Protection of Physical Property Rights
® Registering Property
® Access to Loans

3) Intellectual Property Rights (IPR)
¢ Protection of Intellectual Property Rights
® Patent Protection
e Copyright Piracy

Political Stability

The degree of political stability crucially influences one's incentive to obtain or extend ownership and/or management of
property. The higher the likelihood of government overthrow, the less likely people will be to obtain property and develop a
trust in the validity of the rights attached.

Source: World Bank Institutes 2008 Governance Matters

Corruption

Corruption in the public sector is drawn from the World Bank Institute’s 2008 Governance Matters report, which combines
several indicators which measure the extent to which public power is exercised for private gain. This includes petty and grand
forms of corruption, as well as “capture” of the state by elites and private interests. Similar to the other variables in the LP
component, corruption influences the people's confidence in the existence of sound implementation and enforcement of property
rights. Corruption reflects the degree of informality in the economy, which is a distracting factor to the expansion of respect for
legal private property.

Source: World Bank Institutes 2008 Governance Matters

Physical Property Rights (PPR)

A strong property rights regime advocates the protection of private property rights, ensures the implementation of policies,
procedures and laws of registering property and creates opportunity for individuals and businesses to access credit, thereby
providing the opportunity to actively participate economic movement. For these reasons, the authors considered the following
three variables of high importance in private property rights protection.

Protection of Physical Property Rights

This variable directly relates to the strength of a country’s property rights system as it reflects experts’ views on the quality of the
judicial protection of private property, including financial assets. Additionally, it encompasses professionals’ opinions on the
clarity of the legal definition of property rights.

Source: World Economic Forums 2007-2008 Global Competitiveness Index
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Registering Property

This variable reflects businesses’ point of view on how difficult it is to register property in terms of the number of days and
procedures necessary. According to the source of this information, the variable “records the full sequence of procedures necessary
when a business purchases land and a building to transfer the property title from the seller to the buyer.” This information is
critical because the more difficult property registration is, the more likely it is that assets stay in the informal sector, thus
restricting the development of the broader public’s understanding and support for a strong legal and sound property rights
system. It also discourages assets from moving from lower to higher valued uses. This variable is a core component in the
economic arguments set forth by Hernando de Soto.

Source: The World Bank Group’s 2008 Doing Business Report

Access to Loans

The authors decided to include this variable in the IPRI dataset because accessibility to a bank loan represents the opportunity
for an individual to subsequently obtain property. Consequently, the easier it is to become a property owner, the stronger
society’s support for a strong formalized property rights system and the investment in property.

Source: World Economic Forum’s 2007-2008 Global Competitiveness Index

Intellectual Property Rights (IPR)

The IPR component evaluates the protection of intellectual property covering all areas of intellectual property rights, and
additionally it reviews a country's policies and their effectiveness in enforcing patents, and copyrights.

Protection of Intellectual Property Rights

This variable contains opinion survey outcomes reflecting a nation’s protection of intellectual property, and is therefore a crucial
component of the IPR component. Expert participants in each country were asked to rate their nations' IP protection from
"weak/non-existent” to “equal to the world's most stringent.”

Source: World Economic Forum's 2007-2008 Global Competitiveness Index

Patent Protection

The IPRI's variable on patent protection strength replicates the information provided by the 2000 Ginarte-Park Index of Patent Rights,
updated using 2005 data thanks to the helpful cooperation of Walter Park. These data reflect a country’s rank in patent strength which
is based on five extensive criteria: coverage, membership in international treaties, restrictions on patent rights, enforcement, and
duration of protection.

Source: Ginarte-Park Index of Patent Rights (2005)

Copyright Piracy

The level of piracy in the IP sector is an important indicator of the performance and execution of protecting intellectual property
rights in a country. The information for this variable was collected from the 2008 ULS. Trade Representative's 301 Watch List Report
and contains information of the piracy level of four separate industries including Business Software, Records & Music, Motion Pictures,
and Entertainment Software. As this variable reflects de facto outcomes based on hard data, it rates a country according to its
effectiveness of protecting [PR. The Watch List Report data was supplemented with the most updated available data from the various
reporting industry groups and the International Intellectual Property Alliance.

Source: US. Trade Representatives 2008 301 Watch List Report
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Explanatory Notes on Methodology

The overall grading scale of the IPRI ranges from 0 to 10, with 10 representing the strongest level of property rights protection
and O reflecting the non-existence of secure property rights in a country. Similarly, each component and variable is placed on the
same 0 to 10 scale.

For the calculation of the final index score, the variables within each component are averaged to derive the score for each of the
three components. The final overall IPRI score is itself the average of the component scores. During construction of the index,
a number of weighting methods for the components were tried, based on the authors' subjective views as well as to account for
the different variances within each variable. However, the choice of the weighting method had little impact on the final rating
and ranking of the countries. Thus, for reasons of simplicity and objectivity, the final numbers presented in this report are the
result of the simple average calculation that combines available variables into the three component area ratings, which in turn
are averaged into the final IPRI score. However, the authors do not wish to imply that all components and areas in the Index are
of equal importance. Thus, readers who prefer to weight the variables in a different manner are invited to do so.

The ten variables included in the IPRI stem from six different sources. In order to combine variables that did not come in an

indexed form and therefore could not be easily normalized to the IPRI's 0-10 scale, we applied the following standardization
formula:

Xmax - Xi
Xmax - Xmin

*10

Xi represents the individual country’s value of the factor involved, while Xmax and Xinin were set at the maximum value within
original data set and zero, respectively. Specific notes on how original data was rescaled for the IPRI are given later in the report along
with further information on each source. Where appropriate, the authors have used the rescaled scores for 2007 when comparing
between the years. (Please note in 2008, the 2007 scores were rescaled)

The Countries

The 2009 International Property Rights Index ranks a total of 115 countries from around the world. The selection of the countries
was determined by the constraint of available data only. Covering 96 percent of the world’s Gross Domestic Product, these
countries differ substantially in economic performance and market structure. For means of comparison, the economies included
in the IPRI were assigned to nine geographic regions, which include: Latin America, Western Europe, Central and Eastern

Europe, Asia, Middle East/North Africa, Africa, Russia, Oceania and North America.

[t is important to note that the number of countries covered by the IPRI’s different data sources ranged from 40 to just over 200.
Therefore the authors were provided with significant variation in the number of potential countries to be included in the IPRI.
In order to be considered for the final IPRI ranking, a country's data needed to be represented in a minimum of one half of the
included variables per category, although in most cases countries exceeded this threshold. Consequently, there are some
countries which do not enter any of the final country sets of the Index's three components, and some which met the threshold
of only one or two of the components. The countries that qualified for all three categories are the ones are the 115 included in
this report.
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CHAPTER 1V:
RESULTS

This chapter presents the final results of the 2009 IPRI. After a short overview of data and outcomes, the complete 2009 IPRI
scores and rankings are presented according to various criteria. In addition, the results for individual countries are highlighted.
Finally, the relationship between scores on the index and a country’ economic well-being is presented.

Data and Outcome Characteristics

The IPRI's 2009 outcomes are mainly based on data obtained from currently available authoritative sources in the respective fields
and areas. The data contained in these sources are based on qualitative data obtained through opinion surveys within the
countries rated which complements quantitative data. Generally, experts in their respective field participate in these surveys, and
the resulting rating in the form of a numeric factor, is based on their judgment. Thus, it must be emphasized that, based on these
sources, the country ranked worst or best in the IPRI is not necessarily the one with the weakest property rights, but rather the
one perceived to be the worst or best. Nevertheless, the authors view the expert surveys to be a good and reliable source of
judgment related to a country’s de facto characteristics, rather than some measure of what laws and practices may exist in statute
only. Therefore, we hope that — with the help of partner institutions around the world — we will be able to obtain greater data
in the future based on opinion surveys suited to our specific needs.

There are a few variables based on "hard data.” For example, the numbers of procedures to register property, or estimations of
the level of piracy, were included. However, for the future development of the Index we plan to obtain more data based on this
kind of solid information. For example, it would be valuable to include some measure of the strength of constitutional anchors
of private property protection, or the extent of land expropriation and judicial attitudes toward compensation. Also, each year's
De Soto fellow will concentrate on seeking and including the most up-to-date sources. The 2009 IPRI is quite nearly a one year
update of the 2008 report, with some exceptions where updated data or suitable substitutions were unavailable.

However, the authors of the 2009 IPRI have considered the requests by 2009 partner organizations to include in the Index case studies
highlighting issues and developments in the areas of private and intellectual property rights to gain a better understanding of this area
while completing the ranking of each country.

In analyzing the final outcome of the scoring process, the reader is presented with two related but ultimately different measures of
property rights protection throughout the sample: ordinal and cardinal. The scores are presented in such a way that the reader can
easily compare countries according to how they rank relative to each other, as well as how well they score compared to each other
(and relative to the 0-10 scale). The authors hope that while the relative ranking proves useful, it is the score itself, which provides
the most useful measure of how well a country protects property rights.

IPRI Ranking'®

This years International Property Rights Index (IPRI) contains the ranking of 115 economies, which represents 96 percent of the
world Gross Domestic Product (GDP). Exhibits 2 and 3 present the ranking by the highest to the lowest scoring and ranking by
country respectively‘

Finland leads the country list a third year in a row with an increased score from the previous two years of 8.7 out of the possible 10.
Both in 2008 and in 2007 according to the rescaled scoring (although in the original 2007 report, Finland scored 7.9 and was ranked
11) Finland scored 8.6 resulting in a rank of 1. Thus, the Scandinavian country takes the honor of being ranked 1 for the past three
consecutive years (taking into consideration the rescaled scoring of the 2007 scoring for Finland). With a score of 8.5, the second
position is occupied by Denmark and Netherlands this year. While the second position reflects an improved scoring as compared to
2008 and 2007, these two countries have managed to retain their position from the last two years. The fourth position is occupied by
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New Zealand, Sweden, Germany and Norway all with a score of 8.3. Germany and Norway's scoring has remained the same for the
past three years with a noticeable rise of New Zealand in the ladder of the ranking from 6 in 2008 to 4 in 2009. This year's top ten
countries are rounded up with Australia and Switzerland (both with a score of 8.2), and Austria, Iceland and Singapore (all with a
score of 8.1). Of these countries, Australia moved up to rank 8 in 2009 from rank 11 in 2008 followed by Austria and Singapore both
ranked 13 in 2008 to 10 in 2009 with an improved score.

At the bottom end of the ladder of the ranking are Albania (3.5), Nigeria (3.5), Paraguay (3.5), Azerbaijan (3.4), Bosnia-Herzegovina
(3.3), Chad (3.2), Venezuela (3.2), Guyana (3.2), Burundi (3.2), Zimbabwe (3.2), Angola (2.8) and Bangladesh scoring the lowest of
the country set once again with a score of 2.5 which the lowest it has scored in the past three years (2.9 in 2008 and 2.6 in 2007).

The average of the entire sample is 5.4, down from 5.5 and 5.7 in 2008 and 2007 respectively. The top score at 8.7 this year is a
change from 8.6 from the previous two years. Within the top ten countries itself, the scoring has changed together with the ranking
of some of the countries. The bottom score is at its lowest at 2.5 this year as compared to past two years (2.9 in 2008 and 2.6 in 2007).

The widening gap between the highest IPRI score of 8.7 and lowest score of 2.6 illustrates a disparity in the property rights regime
in the world, as measured by the IPRI criteria. The authors would argue that while those countries at the very bottom of the index
scoring certainly demonstrate a severe deficiency in property rights protection, they are not alone in representing regimes with a clear
need to improve. Indeed, a large number of countries with a scoring in the mid vicinity of 6 and below highlight the need for change
and improvement.

A logical rejoinder to the fact that a country may score low in this index, is that different countries have different priorities, and
thus improvements in other aspects of a country’s institutional environment may unfairly be ignored in this report. We would
respond that, as mentioned at the beginning, the starting assumption for this report is that a stronger, more stringent,
comprehensive private property rights regime is desirable to one that is less, and further that this belief is reflected in the criteria
used to score and rank the various countries. Thus, the authors would argue that a higher score is desirable and correlates to a
stronger private property rights system.

Exhibit 4 presents the IPRI rankings by quintile. The color prism relates the quintiles to a specified color: purple for the top
quintile contains 23 countries, blue for the second quintile contains 22 countries, green for the third contains 25 countries, yellow
for the fourth 23 countries, and red for the bottom quintile contains 22 countries. Accordingly, the map on IPRI’s distribution,
displayed in the inside cover of this report, indicates which country belongs to which quintile.

The majority of the countries in the top quintile represent Western countries considered to be developed while the majority of
the countries in the bottom quintile represent countries from Africa closely followed by Central European countries, Russia and
Latin America. Of significance this year is that Croatia (Croatia's overall score has not changed from 4.9 in 2008), Bulgaria,
Malawi and Benin have moved up from the fourth quintile in 2008 to the third quintile in 2009. This change reflects in the case
of Ecuador and Pakistan, where both countries have moved up from the bottom quintile to the fourth quintile. Unless otherwise
stated, all countries that have moved up in the ranking have improved the overall score.

At the other end of the spectrum are India, Slovenia, Costa Rica and Kuwait who have moved down to the third quintile from the
second quintile together with Sri Lanka, Burkina Faso and Philippines who have moved from the third quintile to the fourth quintile.
There is significant change in the scoring of these countries.

South Africa and Spain have moved from the top quintile to the second quintile, however, this does not reflect the fact that Spain
has improved its [PRI score from 6.7 in 2008 to 6.8 in 2009 while South Africa has come down from a score of 6.9 in 2008 to
6.8 in 2009.
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EXHIBIT 2: By IPRI Ranking

Rank | Country IPRI LP PPR IPR Rank | Country IPRI LpP PPR IPR
1 Finland 8.7 8.9 8.5 8.6 Bulgaria 5.1 45 5.6 5.1
2 Netherlands 8.5 8.4 8.6 8.6 60 Croatia 4.9 5.0 52 4.6
Denmark 8.5 8.6 8.3 8.6 Colombia 4.9 37 57 53
4 New Zealand 8.3 8.8 8.3 7.9 62 El Salvador 4.8 42 6.0 42
Sweden 8.3 8.6 8.5 7.8 Mali 4.8 4.4 5.2 48
Germany 8.3 8.3 7.9 8.7 Romania 4.8 45 4.9 4.9
Norway 8.3 8.5 8.7 77 Mexico 4.8 4.1 5.4 49
8 Switzerland 8.2 8.8 8.0 8.0 Jamaica 4.8 45 58 4.0
Australia 8.2 83 8.1 8.2 Mauritania 4.8 4.0 5.2 5.0
10 Austria 8.1 8.4 7.8 8.1 68 Benin 4.7 4.6 4.7 4.8
Iceland 8.1 8.9 8.5 6.8 China 4.7 4.0 56 4.4
Singapore 8.1 8.2 8.2 7.8 Brazil 4.7 42 5.0 4.8
13 Ireland 8.0 8.1 7.9 7.8 71 Egypt 4.6 4.6 5.0 4.3
14 Canada 7.9 8.3 7.5 8.0 Sri Lanka 4.6 4.0 6.0 4.0
15 United Kingdom 7.8 7.9 A 8.5 Burkina Faso 4.6 4.2 4.4 5.3
United States 7.8 7.1 7.8 8.6 74 Tanzania 45 45 4.6 45
17 Japan 7.6 7.4 7.2 8.2 Philippines 4.5 3.3 5.5 4.8
18 Belgium 7.5 7.4 6.7 8.2 Dominican Republic 4.5 4.2 5.2 4.1
19 Hong Kong 7.3 7.8 7.8 6.2 77 Honduras 4.4 3.6 5.6 4.1
20 France 7.2 7.1 6.4 8.1 Vietnam 4.4 4.4 55 3.4
Luxembourg 7.2 8.4 5.1 7.9 Uganda 4.4 35 3.6 6.0
22 Portugal 7.1 7.1 7.2 7.0 80 Argentina 4.3 3.8 4.5 4.8
23 United Arab Emirates 6.9 6.6 7.7 6.4 Guatemala 4.3 3.4 56 3.9
24 Spain 6.8 6.1 71 73 82 Mozambique 4.2 4.0 4.8 3.9
Korea (South) 6.8 6.3 7.3 6.8 Madagascar 4.2 4.3 4.2 4.1
South Africa 6.8 5.9 7.1 7.4 Ukraine 40 37 4.6 4.3
27 Estonia 6.6 6.8 7.4 55 Kenya 4.0 31 56 3.9
Malta 6.6 7.5 6.3 6.0 Peru 4.2 33 56 37
29 Chile 6.5 6.6 7.0 6.0 87 Kazakhstan 4.1 38 5.6 3.0
Israel 6.5 6.0 6.6 7.0 Russia 4.1 31 4.8 43
Qatar 6.5 7.0 6.8 5.6 Indonesia 4.1 3.3 5.6 3.4
Taiwan 6.5 59 7.3 6.3 90 Zambia 4.0 4.1 5.1 2.8
33 Hungary 6.4 6.1 6.6 6.5 Pakistan 4.0 2.7 6.0 3.3
34 Slovakia 6.3 5.6 7.1 6.2 Algeria 4.0 37 4.6 37
Cyprus 6.3 6.6 6.4 59 Fcuador 4.0 2.7 4.6 4.6
36 Malaysia 6.2 5.9 6.8 5.9 94 Nepal 3.9 3.1 5.4 3.3
37 ltaly 6.1 5.6 59 6.8 Montenegro 3.9 4.1 5.6 1.9
Czech Republic 6.1 6.0 57 6.5 96 Cameroon 3.8 3.0 4.5 4.0
39 Greece 6.0 5.8 6.1 6.0 Macedonia 3.8 3.8 4.6 2.9
40 Tunisia 5.9 57 7.1 5.0 98 Ethiopia 3.7 3.0 4.4 37
Jordan 5.9 5.6 6.6 5.5 Armenia 3.7 3.7 5.6 1.8
Lithuania 5.9 55 6.9 52 100 | Serbia 3.6 36 47 2.6
43 Botswana 5.8 6.7 6.4 4.1 Nicaragua 3.6 3.0 4.2 3.6
44 Bahrain 5.7 5.5 6.5 52 Bolivia 3.6 3.1 42 3.4
Mauritius 5.7 6.3 6.0 4.9 Moldova 3.6 35 5.0 2.2
46 Costa Rica 5.6 6.3 59 4.7 104 | Albania 3.5 36 4.9 2.1
Kuwait 5.6 6.3 6.9 3.7 Nigeria 3.5 2.6 43 3.6
Slovenia 5.6 6.6 47 5.5 Paraguay 3.5 2.7 4.7 3.0
India 5.6 4.9 6.7 5.1 107 | Azerbaijan 3.4 32 5.0 21
50 Uruguay 5.5 6.5 5.2 4.9 108 Bosnia-Herzegovina 3.3 3.9 3.3 2.8
51 Latvia 5.4 57 6.2 4.2 109 | Chad 3.2 1.8 4.1 38
Thailand 5.4 4.5 7.0 4.6 Venezuela 3.2 2.0 4.5 3.2
53 Panama 5.3 4.2 6.8 5.0 Guyana 3.2 37 3.3 2.6
Poland 5.3 53 4.8 58 Burundi 3.2 23 42 31
Turkey 5.3 4.8 6.1 4.9 Zimbabwe 3.2 2.0 45 3.1
Malawi 53 4.2 7.3 43 114 | Angola 2.8 3.0 3.0 2.4
57 Trinidad and Tobago 5.1 4.7 5.1 5.5 115 Bangladesh 2.5 7.8 2.8 2.1
Morocco 5.1 4.4 5.8 5.0
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EXHIBIT 3: By Country

Country IPRI LP PPR IPR Country IPRI LP PPR IPR
Albania 35 36 4.9 2.1 Latvia 54 57 6.2 42
Algeria 4.0 37 4.6 37 Lithuania 5.9 55 6.9 5.2
Angola 2.8 3.0 3.0 2.4 Luxembourg 7.2 8.4 5.1 7.9
Argentina 4.3 338 4.5 4.8 Macedonia 3.8 3.8 4.6 2.9
Armenia 3.7 3.7 5.6 1.8 Madagascar 4.2 4.3 4.2 4.1
Australia 8.2 8.3 8.1 8.2 Malawi 5.3 42 7.3 4.3
Austria 8.1 8.4 7.8 8.1 Malaysia 6.2 5.9 6.8 5.9
Azerbaijan 3.4 3.2 5.0 2.1 Mali 48 4.4 5.2 48
Bahrain 57 55 6.5 52 Malta 6.6 75 6.3 6.0
Bangladesh 25 2.8 2.8 2.1 Mauritania 4.8 4.0 5.2 5.0
Belgium 7.5 7.4 6.7 8.2 Mauritius 5.7 6.3 6.0 4.9
Benin 4.7 4.6 4.7 4.8 Mexico 4.8 4.1 5.4 4.9
Bolivia 3.6 3.1 4.2 34 Moldova 36 35 5.0 22
Bosnia-Herzegovina 3.3 3.9 3.3 2.8 Montenegro 3.9 4.1 56 1.9
Botswana 5.8 6.7 6.4 4.1 Morocco 5.1 4.4 5.8 5.0
Brazil 47 4.2 5.0 4.8 Mozambique 4.2 4.0 4.8 3.9
Bulgaria 5.1 4.5 5.6 5.1 Nepal 39 3.1 5.4 33
Burkina Faso 4.6 42 4.4 53 Netherlands 8.5 8.4 8.6 8.6
Burundi 32 23 4.2 3.1 New Zealand 8.3 8.8 8.3 7.9
Cameroon 3.8 3.0 4.5 4.0 Nicaragua 3.6 3.0 4.2 3.6
Canada 7.9 8.3 7.5 8.0 Nigeria 35 2.6 4.3 36
Chad 32 1.8 4.1 38 Norway 8.3 8.5 8.7 7.7
Chile 6.5 6.6 7.0 6.0 Pakistan 4.0 2.7 6.0 33
China 4.7 4.0 5.6 4.4 Panama 53 42 6.8 5.0
Colombia 4.9 3.7 57 5.3 Paraguay 35 2.7 4.7 3.0
Costa Rica 5.6 6.3 5.9 4.7 Peru 42 33 56 37
Croatia 4.9 5.0 52 4.6 Philippines 45 3.3 55 48
Cyprus 6.3 6.6 6.4 5.9 Poland 53 53 4.8 5.8
Czech Republic 6.1 6.0 57 6.5 Portugal 7.1 7.1 7.2 7.0
Denmark 8.5 8.6 8.3 8.6 Qatar 6.5 7.0 6.8 5.6
Dominican Republic 4.5 4.2 52 4.1 Romania 4.8 45 4.9 4.9
Ecuador 4.0 2.7 4.6 4.6 Russia 4.1 3.1 4.8 4.3
Egypt 4.6 4.6 5.0 4.3 Serbia 3.6 3.6 47 2.6
El Salvador 4.8 42 6.0 42 Singapore 8.1 8.2 8.2 7.8
Estonia 6.6 6.8 7.4 55 Slovakia 6.3 5.6 7.1 6.2
Ethiopia 3.7 3.0 4.4 3.7 Slovenia 5.6 6.6 47 55
Finland 8.7 8.9 8.5 8.6 South Africa 6.8 5.9 7.1 7.4
France 7.2 7.1 6.4 8.1 Spain 6.8 6.1 7.1 7.3
Germany 8.3 8.3 7.9 8.7 Sri Lanka 4.6 4.0 6.0 4.0
Greece 6.0 5.8 6.1 6.0 Sweden 8.3 8.6 8.5 7.8
Guatemala 43 3.4 5.6 3.9 Switzerland 8.2 8.8 8.0 8.0
Guyana 32 3.7 3.3 2.6 Taiwan 6.5 5.9 7.3 6.3
Honduras 4.4 3.6 5.6 4.1 Tanzania 4.5 4.5 4.6 4.5
Hong Kong 7.3 7.8 7.8 6.2 Thailand 5.4 45 7.0 4.6
Hungary 6.4 6.1 6.6 6.5 Trinidad and Tobago 5.1 4.7 5.1 5.5
Iceland 8.1 8.9 8.5 6.8 Tunisia 5.9 57 7.1 5.0
India 5.6 4.9 6.7 5.1 Turkey 5.3 4.8 6.1 4.9
Indonesia 4.1 33 5.6 3.4 Uganda 4.4 35 36 6.0
Ireland 8.0 8.1 7.9 7.8 Ukraine 42 37 4.6 43
Israel 6.5 6.0 6.6 7.0 United Arab Emirates 6.9 6.6 7.7 6.4
Italy 6.1 5.6 5.9 6.8 United Kingdom 7.8 7.9 7.1 8.5
Jamaica 4.8 4.5 5.8 4.0 United States 7.8 7.1 7.8 8.6
Japan 7.6 7.4 7.2 8.2 Uruguay 55 6.5 52 4.9
Jordan 5.9 5.6 6.6 5.5 Venezuela 3.2 2.0 4.5 3.2
Kazakhstan 4.1 3.8 5.6 3.0 Vietnam 4.4 4.4 5.5 3.4
Kenya 4.2 3.1 5.6 3.9 Zambia 4.0 4.1 5.1 2.8
Korea (South) 6.8 6.3 7.3 6.8 Zimbabwe 32 2.0 45 3.1
Kuwait 56 6.3 6.9 37
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Study conducted by Anne Chandima Dedigama, 2008 Hernando de Soto Fellow

EXHIBIT 4: IPRI Ranking by Quintile

Top 20%

2nd Quintile

3rd Quintile

4th Quintile

Bottom 20%

?D Finland Spain Costa Rica Egypt Nepal

é Netherlands South Africa Kuwait Sri Lanka Montenegro

“  Denmark Korea (South) Slovenia Burkina Faso Cameroon
New Zealand Estonia India Tanzania Macedonia
Sweden Malta Uruguay Philippines Ethiopia
Germany Chile Latvia Dominican Republic Armenia
Norway Israel Thailand Honduras Serbia
Switzerland Qatar Panama Vietnam Nicaragua
Australia Taiwan Poland Uganda Bolivia
Austria Hungary Turkey Argentina Moldova
Iceland Slovakia Malawi Guatemala Albania
Singapore Cyprus Trinidad and Tobago Mozambique Nigeria
Ireland Malaysia Morocco Madagascar Paraguay
Canada Italy Bulgaria Ukraine Azerbaijan
United Kingdom Czech Republic Croatia Kenya Bosnia-Herzegovina
United States Greece Colombia Peru Chad
Japan Tunisia El Salvador Kazakhstan Venezuela
Belgium Jordan Mali Russia Guyana
Hong Kong Lithuania Romania Indonesia Burundi
France Botswana Mexico Zambia Zimbabwe
Luxembourg Bahrain Jamaica Pakistan Angola

Y Portugal Mauritius Mauritania Algeria Bangladesh

+  United Arab Emirates Benin Ecuador

-% China

; Brazil

Ranking by Index Core Components

The 2009 report is comprised of three core components and ten variables used in measuring and arriving at the final ranking of
the 115 countries. This section relates to the country performance in each core component of the Index.

Exhibit 5 presents the summary statistics for the overall IPRI and components for 2009.

This year's highest score in any one of the core components is 8.9 in Legal and Political Environment (LP) shared by Finland and
Iceland. While in 2008 the highest score in any component is 8.9 for Finland in Legal and Political Environment (LP), in 2007,
the highest score overall was 8.8 for Germany in Intellectual Property Rights (IPR). The lowest score in any of the core
components is 1.8 in both LP and IPR shared by Chad and Armenia respectively. The highest mean score component is Physical
Property Rights (PPR) this year at 5.9 as compared to 6.1 in 2008.

Exhibit 6 identifies the top and bottom ten countries of the IPRI and each of its three core components (the rank listed in
parentheses refers to the country’s rank within that component). Finland and Iceland rank on top (8.9) in the Legal and Political
Environment (LP) component, Norway (8.7) in the Physical Property Rights (PPR) followed by Germany (8.7) on top in the
Intellectual Property Rights (IPR) component. At the bottom end, Chad ranks last in LP (1.8), Bangladesh ranks last in PPR (2.8)
and Armenia ranks last in IPR (1.8).
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Chapter IV: Results

In 2009, the top performing countries are more regionally spread out representing countries from northern European and
Scandinavian countries and from Asia/Oceania. As compared to 2008 and 2007, this year a notable fact is that Austria and
Australia are among the top 10 in at least two of the three core components followed by Finland, Iceland, Switzerland, New
Zealand, Denmark, Sweden, Norway and Netherlands — the countries which managed to retain this position from 2008.

In 2008 among the top performing countries were northern European and Scandinavian countries which were also among top
performers in 2007. For example, in 2007 Sweden, Norway, Finland and the UK all scored among the top five in at least two out of
three components. In 2008, the same countries appeared among the top 10 in at least two out of three components, and were joined
by Denmark, Netherlands, Germany, Switzerland, Iceland and New Zealand. While all these countries retained their position
among the top 10 in at least two of the three core components, Germany and United Kingdom (UK) are the only country which
have not retained their 2008 position in this category.

At the bottom end, Bangladesh has further decreased in its overall score and remains the country with the weakest overall score,
joined by Nicaragua, Angola, Nigeria, Burundi, Chad, Guyana and Bosnia-Herzegovina being among the lowest 10 in at least
two out of the three components. This year, with the exception of Chad and Angola, all the other countries are new to this
category of being in the lowest 10 in at least two of the three core componen