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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: 62.6 million
gdp (ppp): $2.3 trillion
0.7% growth in 2011
5-year compound annual growth 0.1%
$36,090 per capita
unemployment: 8.0%
inflation (cpi): 4.5%
fdi inflow: $53.9 billion
public debt: 82.5% of GDP
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The United Kingdom’s economic freedom score is 74.8, mak-
ing its economy the 14th freest in the 2013 Index. Its score 

is 0.7 point higher than last year, reflecting efforts to improve 
control of government spending. The U.K. is ranked 5th out of 
43 countries in the Europe region.

With a legal system that enforces contracts and property 
rights effectively, the U.K. has long benefited from open-
ness to global trade and investment. Reforms undertaken in 
recent years include measures to curb the growth of govern-
ment spending and a series of corporate tax rate cuts that will 
continue until 2014. Ending the steady erosion of economic 
freedom during the past five years, Britain’s overall score took 
an upturn in the 2013 Index.

However, the British economy continues to struggle to 
emerge from the economic slowdown, with the prospects for 
swift growth complicated by the ongoing European sovereign 
debt crisis, and significant structural reforms are still needed. 
Restoring the soundness of public finances remains espe-
cially critical and will require a sustained commitment to real 
downsizing of government spending.

backgRound: Following the market reforms instituted by 
Prime Minister Margaret Thatcher in the 1980s, Britain expe-
rienced steady economic growth, outpacing other large Euro-
pean Union economies throughout the 1990s. However, the 
government’s size and spending grew significantly under suc-
cessive Labour governments. The budget deficit was exacer-
bated by Labour’s bailout of several British banks in 2008 and 
by excessive government borrowing. Prime Minister David 
Cameron’s Conservative–Liberal Democrat coalition gov-
ernment, formed after the 2010 general election, has imple-
mented austerity measures that have cut public services but 
maintained government spending on the National Health Ser-
vice and international development. The economy returned 
to recession in early 2012. Cameron vetoed Britain’s participa-
tion in the EU’s Fiscal Compact and has been at the forefront 
of attempts to cap the EU’s annual and long-term budgets.
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THE TEN ECONOMIC FREEDOMS

The rule of law is well established within an independent legal framework. Private property 
rights and contracts are very secure, and the court system is efficient. Protection of intellec-
tual property rights is effective. Strong anti-corruption measures discourage bribery of public 
officials and support integrity within the government. The Bribery Act, which came into force 
in 2011, provides a modern legal framework to combat bribery.

The top income tax rate is 50 percent, and the top corporate tax rate has been reduced to 24 
percent. Other taxes include a value-added tax (VAT) and an environment tax. The overall tax 
burden equals 34.3 percent of total domestic income. As a result of austerity measures imposed 
in 2010, government spending has fallen to 49.1 percent of GDP, and the deficit has begun to 
narrow. Public debt has climbed to over 80 percent of total domestic output.

The efficient and transparent regulatory framework encourages entrepreneurship. With no 
minimum capital required, it takes 13 days to establish a business. The labor market is relatively 
flexible. The non-salary cost of employing a worker is moderate, and severance payments are 
not overly burdensome. The government controls virtually all prices for health care services. 
Monetary stability has been well maintained.

The trade-weighted average tariff rate is a low 1.6 percent as in other members of the European 
Union, with relatively few non-tariff barriers that increase the cost of trade. Under the efficient 
investment regime, foreign investment is welcomed without heavy bureaucratic interference. 
The overall stability of the financial system has been restored. The banking sector, although 
under strain, remains competitive.
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