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  How Do We Measure Economic Freedom? 
See page 477 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2011 data unless otherwise noted.
Data compiled as of September 2012.

Quick Facts
population: 5.6 million
gdp (ppp): $206.6 billion
1.1% growth in 2011
5-year compound annual growth –0.6%
$37,152 per capita
unemployment: 8.0%
inflation (cpi): 2.8%
fdi inflow: $14.8 billion
public debt: 46.4% of GDP
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Denmark’s economic freedom score is 76.1, making its econ-
omy the 9th freest in the 2013 Index. Its overall score is 

essentially the same as last year, with modest improvements 
in the management of public spending and freedom from cor-
ruption counterbalanced by declines in labor and investment 
freedoms. Trailing Switzerland, Denmark is ranked 2nd out of 
43 countries in the Europe region.

The Danish economy performs remarkably well in regulatory 
efficiency, and open-market policies sustain flexibility, com-
petitiveness, and large flows of trade and investment. The 
transparent and efficient regulatory and legal environment 
encourages robust entrepreneurial activity. Banking regula-
tions are sensible, and lending practices have been relatively 
prudent. Inflationary pressures are under control. The judi-
cial system provides strong protection for property rights, and 
anti-corruption measures are firmly institutionalized.

The European sovereign debt turmoil entails elevated risks 
for Denmark, particularly with regard to the soundness of the 
financial sector and long-term fiscal sustainability. Banking 
has been under increasing strain, and public spending con-
tinues to be over half the size of the economy. The overall 
tax regime needed to finance the large scope of government 
remains burdensome and complex, although institutional 
assets such as high degrees of business efficiency and regula-
tory flexibility have counterbalanced some of the shortcom-
ings of heavy social spending.

backgRound: Helle Thorning-Schmidt became prime 
minister after a center-left coalition led by Social Democrats 
defeated Prime Minister Lars Løkke Rasmussen in the Sep-
tember 2011 parliamentary elections. Denmark is not party 
to the euro, but it has been a member of the European Union 
since 1973. It held the presidency of the Council of the Euro-
pean Union from January–July 2012, a period dominated by 
the eurozone crisis. Denmark’s economy depends heavily on 
foreign trade, and the private sector is characterized by many 
small and medium-size companies. Increased immigration 
spurred by the 2011 uprisings in North Africa has caused the 
government to consider more restrictive immigration laws.
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THE TEN ECONOMIC FREEDOMS

Protections for property rights are strongly enforced, with an independent and fair judicial sys-
tem institutionalized throughout the economy. Commercial and bankruptcy laws are applied 
consistently. Intellectual property rights are respected, and enforcement is consistent with 
world standards. Effective anti-corruption measures discourage bribery of public officials and 
uphold the integrity of government.

The regulatory environment remains one of the world’s most efficient. Minimum capital 
requirements for limited-liability companies have been reduced, and starting a business takes 
fewer procedures than the world averages. Relatively flexible hiring and dismissal regulations 
sustain an efficient labor market. Monetary stability remains well established. The government 
took small steps in 2012 to cut back on welfare state benefits and costs.

Denmark’s trade regime, similar to that of other EU members, is fairly competitive and pro-
motes the dynamic growth of trade in most sectors. Applied tariffs average a low 1.6 percent. 
The economy is one of the world’s most open with respect to foreign investment, and the invest-
ment code is transparent and efficiently administered. The diversified financial sector has 
experienced a period of instability, with a number of banks performing poorly.

The top income tax rate is 56 percent, and the top corporate tax rate is 25 percent. Other taxes 
include a value-added tax (VAT) and intrusive measures such as the world’s first tax on fatty 
foods. The overall tax burden equals almost 50 percent of total domestic income. Government 
spending continues to be over 55 percent of GDP. The government has attempted fiscal stimu-
lus, running a small deficit, and public debt is just under 50 percent of GDP.
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