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  How Do We Measure Economic Freedom? 
See page 471 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2012 data unless otherwise noted.
Data compiled as of September 2013.

Quick Facts
Population: 81.9 million
GDP (PPP): $3.2 trillion
0.9% growth in 2012
5-year compound annual growth 0.7%
$39,028 per capita
Unemployment: 5.5%
Inflation (CPI): 2.1%
FDI Inflow: $6.6 billion
Public Debt: 82.0% of GDP
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Germany’s economic freedom score is 73.4, making its econ-
omy the 18th freest in the 2014 Index. Its overall score is 

0.6 point better than last year, reflecting modest improve-
ments in investment freedom, labor freedom, and trade free-
dom. Germany is ranked 8th out of 43 countries in the Europe 
region, and its score exceeds the world and regional averages.

Over the 20-year history of the Index, Germany’s economic 
freedom has advanced by nearly 4 points. Its 2014 score is 
its highest ever. Double-digit gains have been achieved in 
the areas of market openness and limited government. High 
levels of trade freedom and investment freedom continue to 
underpin Germany’s competitiveness in global commerce and 
ensure dynamic economic growth.

During the first half of its history in the Index, Germany was 
rated one of the “moderately free” economies, but since 2006, 
it has steadily advanced to the ranks of the “mostly free” as 
one of the top 20 freest economies. Though its overall prog-
ress has been good, labor freedom remains significantly below 
world averages, and business freedom has slipped a bit from 
previous highs.

BACKGROUND: Chancellor Angela Merkel’s Christian Demo-
cratic Union won the biggest share of the national vote in the 
September 2013 election, but its coalition partner, the eco-
nomically liberal Free Democratic Party, failed to cross the 
5 percent threshold and is no longer in the Bundestag. As of 
October 2013, coalition negotiations with the Social Democrat 
Party and the Green Party were ongoing. Economic reforms 
remain stalled because of an almost exclusive focus on res-
cuing the euro. Germany has funded the lion’s share of large 
rescue packages for fellow eurozone members Greece and 
Cyprus. Germany and France have been the key proponents 
of the European Union’s January 2013 Fiscal Compact Trea-
ty. Germany’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. Germany has one of the lowest unemployment rates in 
Europe and remains, both politically and economically, the 
most influential nation in the EU.
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THE TEN ECONOMIC FREEDOMS

Property owned by foreigners is fully protected under German law, and secured interests in 
property are recognized and enforced. Although government transparency is high and anti-
corruption measures are enforced effectively, the construction and health sectors and public 
contracting represent areas of continued concern, particularly in conjunction with question-
able political party influence and party donations.

The overall entrepreneurial environment remains one of the world’s most transparent and 
efficient. The business start-up process is straightforward, with no minimum capital required. 
Labor relations are sound, and employers and workers have worked cooperatively to adjust 
wages and work hours in response to the changing economic environment. Monetary stability 
is well maintained, although the government subsidizes the cost of renewable power.

EU members have a low 1.1 percent average tariff rate and, in general, few non-tariff barriers to 
trade. Investment in a few sectors of the economy may be subject to government screening, but 
the government generally does not discriminate against foreign investment. The competitive 
financial 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 individual income tax rate has risen to 47.5 percent, and the top corporate tax rate 
remains at 15.8 percent. Other taxes include a value-added tax (VAT) and a capital gains tax. 
Tax revenue is equal to 37 percent of GDP. Public spending has stabilized at 45 percent of the 
domestic economy, and public debt has remained steady at around 80 percent of GDP.
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