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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: 81.8 million
gdp (ppp): $3.1 trillion
3.1% growth in 2011
5-year compound annual growth 1.1%
$37,897 per capita
unemployment: 5.5%
inflation (cpi): 2.5%
fdi inflow: $40.4 billion
public debt: 81.5% of GDP
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Germany’s economic freedom score is 72.8, making its econ-
omy the 19th freest in the 2013 Index. Its overall score is 1.8 

points better than last year, with improvements in six of the 10 
economic freedoms including financial freedom, the manage-
ment of government spending, and labor freedom. Germany is 
ranked 10th out of 43 countries in the Europe region and has 
become one of the 20 freest in the 2013 Index.

Demonstrating impressive resilience, the German economy 
has withstood the global economic uncertainty and the Euro-
pean sovereign debt crisis. The government has held firm to 
policies emphasizing sound public finance, keeping public 
spending under control through deficit-cutting efforts. Ear-
lier labor market reforms that raised working-hour flexibility 
and reduced structural unemployment have contributed sig-
nificantly to sustaining the relatively robust job market dur-
ing the economic slowdown, and there appears to be strong 
momentum for recovery.

Germany’s dependable commitment to regulatory efficiency 
and open-market polices continues to be bolstered by a legal 
framework that provides effective protection of property 
rights. The rule of law is well maintained, and a strong tradi-
tion of minimal tolerance for corruption is firmly in place.

backgRound: Despite the formation of a new govern-
ing coalition between Chancellor Angela Merkel’s Christian 
Democratic Union and the economically liberal Free Demo-
cratic Party in 2010, economic reforms remain stalled because 
of an almost exclusive focus on rescuing the euro. Germany 
has funded the lion’s share of large rescue packages for fellow 
eurozone member Greece. Germany and France have been 
the key proponents of the European Union’s Fiscal Compact 
Treaty. Although relations with France have cooled since the 
election of Socialist François Hollande as French president in 
2012, it is still expected that the treaty will be ratified. Ger-
many’s industrialized economy, the largest in Europe, is well 
integrated into the global marketplace and generates average 
per capita incomes that are among the highest in the world.
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THE TEN ECONOMIC FREEDOMS

The legal framework is strong and functions well. Contractual arrangements are secure, and 
commercial law is fully respected. All property rights are well protected, and the judiciary is 
highly professional. Protection of intellectual property rights is consistent with world stan-
dards. Government transparency is high, and anti-corruption measures are enforced effectively.

The competitive regulatory regime aids dynamic business formation and innovation. With 
no minimum capital required, the process for launching a company and completing licensing 
requirements is straightforward. Labor relations are sound but heavily regulated, and employ-
ers and workers have worked cooperatively to adjust wages and work hours in response to the 
changing economic environment. Monetary stability is well maintained.

The trade-weighted average tariff rate is low at 1.6 percent, as with other members of the 
European Union. There are relatively few non-tariff barriers. The investment regime supports 
dynamic growth, with foreign and domestic investors treated equally. The competitive finan-
cial sector remains largely stable, offering a full range of services. The traditional three-tiered 
system of private, public, and cooperative banks remains intact.

The top income tax rate is 45 percent. The federal corporate tax rate is 15.8 percent (15 percent 
plus a 5.5 percent solidarity tax), but trade taxes raise the effective top rate to 36.3 percent. 
Other taxes include a value-added tax (VAT) and a capital gains tax. The overall tax burden 
equals 36.3 percent of GDP. Government spending is equivalent to 45.7 percent of GDP, and 
budget deficits are narrowing. Public debt is still over 80 percent of GDP.

GERmANy (continued)


